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Eugene W. Fremaux II ('ertified Public Accountant P o. Box 134 270 Marthaville Road 

INDEPENDENT AUDITOR'S REPORT 
The Honorable P. M. Woods, Mayor and Hoard 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, 1997 and for the yeBr 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. I conducted my audit in accordance wifh c~n~rally accepted auditing standards, the standards for financial audits contained in Government Auditinq 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 require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. 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, 1997, 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 Zwo]le at May 31, 1997, and the results of operations of ~*~ch 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 ~n 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, Louisiana. 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 Government Auditins January 22, 1998 on my consideration Standards, I have also of ~he Town of Zwolle, issued a report dated Louisiana's internal 



control structure and a report dated January 22, 1998 on its compliance with laws and regulations. The financial information for the year en~1~,~ May 31, 1996, which is included for comparative purposes, were taken from the financial report for that year in which I expressed a unqualified opinion dated November 15, 1996, on the general purpose, combining, individual fund, and account group financial statements of the Town of Zwolle, Louisiana. 
EUGENE W. FREMAUX II, CPA January 22, 1998 



GENERAL PURPOSE FINANCIAL STATEMENTS (COMBINED STATEMENTS - OVERVIEW) 



 



 



EXHIBIT B TOWN OF ZWOI LF, I OUISIANA COMBINED STATEMENT OF REVENUES, EXPEN[)I ]'l/RFS, AND CHANGES IN FUND BALANCES GOVERNMENTA[ FUND TYPE GENERAL FUND YEARS ENDED MAY 31, 1997 AND 1996 

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

YEAR ENDED MAY 31 1997 1996 
$288,599 59,021 29,872 42,603 37,854 18.684 

$283,224 64,655 34,600 42,332 35,361 21,oj9 476,633 481,191 
120.901 125.239 146,515 732 80,069 43,716 801 392.734 
83,899 453.660 $537~569 

Tile notes to the financial statements are an integral pert of this statement. 6 

178,630 4,520 74,392 41,693 222 424,696 
56,495 _397,165 ~s3~6q 
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1OWN OF 7W()I I F, I OUI~IANA COMBINED STA[EMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS PROPRIETARY FUND TYPE YEARS ENDED MAY 31, 1997 AND 1996 

Operatlng revenues Water charges Sewer charges Tap, connect end reconnect tees Tote~ opere~ng revenues Operating expenses. Water Department: Audit fee Bad debt expense Deprecietlon ~nsutance Miscelk~'~eous Office supplies Payrol) texe~ Rent Repairs end maintenance Salaries Supplies Telephone Travel Truck expense UtiliZes Total water department expenses Sewer Departrnen| Chemicals Audit fee Consultant fees Oepreciatk~n Insurance Miscella~eous Office supplies Payroll taxes Repairs end mamtenmlce Salaries Sewel ~est~g ~upplles Travel Truck expenses UtiliZes Total sewer department expenses To,at opet~t{ng exper~see Operating income (loss) Nol~ope~te~g revenues (expenses Intf=resl income Interesl e~pen~e 
Net income (loss) Ret~ned eaTnings, beginr, ln9 ot year Retained earnings (deficit), end of yea 

The accompany{rig notes are en integral part of these statements 8 

EXHIBIT D 
YEAR ENDED MAY 3 t 997 1996 $163,654 51,322 16,702 
t ,725 (t t 7] 36,467 7,092 2,805 3,252 2,565 1.923 9,070 33,529 27,923 I ,O83 501 999 15,364 
2.555 t ,725 0 22.459 3.337 682 0 1,936 2,296 25,309 3,525 4,751 1,706 302 3.665 . 74,2_~_ 220,429 
g,943 ~34,29!} (24,354~) (i 2,9o5) _ _(3,9~ 

$188 086 52,428 16,680 236,194 
1.725 893 38,972 9,092 499 4,299 2,618 t 750 9,756 34,227 16,175 996 2,482 3.837 19,16I 
5.253 1725 228 21,246 1,161 686 175 1,375 3,696 17,g69 3.198 1.876 896 287 3,969 e3~4o 210,224 25,970 
8,964 .. (29,022) {3,052) (934) 



 
TOWN OF ZW(JLLE, LOUISIANA COMPARATIVE STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPE YEARS ENDED MAY 31, 1997 AND 1996 

Cash flows from operating activities: Cash received from customers Cash payments to supphers 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: Priocipa~ paid on revenue bor~ds Interest paid on revenue bonds Payments for consturctlon activities Payments for capBtal acquisitions Net cash provlct~'~f (used) by capital arid related financing actlvlhes Cash flows from inveshng activities Receipt of interest Net cash provided by investing actlwties Net increase (decrease) in cash and cash equivalents Cash and cash equivalents, beginning of year Cash and cash equivatents, end of year Reconcihstlon of operating income (loss) to net cash prowded by operating activities: Operating income (loss) Adjustments to reconcile operating income (loss) to net cash provided by operating activities' Depreciation Provision fol dout~llul accour4s receivable (Increase) decrease in accour~s receivable Decrease in prepaid insurance (Decrease) in payroll taxes payable Increase (decrease) in sales taxes payable locrease (decrease,) in accounts payable and accrued wages payable Increase in customers' deposits Increase (Decrease) in due to other funds Tota~ ad)ustments to operating income (loss) Net cash provided by operating activities 

EXHIBIT E 

YEAR ENDED MAY3t 1997 1996 
~31,2~ (~,t~) 5,7~ _.p,l~) 
$235,207 (84,205) 5,600 ~ (5,255) 132,68,3 151,317 

(1&tOT) (34,721) (11,231) __ (4,9t 7) L56,976) 9,943 9,943 75,650 

(t 0,802) (3e,52e) (17,549) (10,503_) ~,7,452) 8,964 
82.799 258.632 

The accompanying notes are an integral pert of these statemec~. 9 

$11,449 $25,970 
60,926 (sse) 1,164 0 14 (5,4~) 60O 

60,218 859 (~7) 1.139 (54) 11 4,072 315 59.774 125,3717 $15~317 



I1) 
OF ZWOLLELLgU~S|~NA TO F I NANC I AL S_TA T EM ENT__S MAY 31, 1997 

Summary of SiGnificant Accountinq 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. 

Guide, and to the industry audit guide, Audits of State and Local Governmental Units The more significant of the government's accounting policies are described below Principles determining SCODe of reporting entitv 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 potentlal component units is the scope of public service. Application of this criterion involves considering whether the activity benefits the qovernment and/or its citizens, or whether the act{vity 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 e~clus~on from the reporting entity is the existence of special financing relationships, ~egardless 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 accountinQ The accounts of the Town of Zwolle are organized on the basis of funds and account groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate. Government resources are allocated to and accounted for in individual funds based upon the purpose for which they are to be spent and the means by which spending activities are controlled. The various funds are grouped, in the financial statements in this report, into two generi~ fund types and two broad fund categories as follows: Governmental Fund - General Fund The General Fund is the general operating fund of the Town. It is used to account for all financial resources except those required to be accounted for in another fund. i0 



OF ZWOLLE~ LOUI S IANA NOTES TO FINANCIAL STATEMENTS MAY 31, 1997 
Proprietary Fund - Enterprise Fund Enterprise funds are used to account for op~at]nns (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 primarlly 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 qroup that is used to account for general fixed assets acquired principal]y for general purposes and excludes fixed assets in the Enterprise Fund. Fixed assets and lena-term liabilities The accounting and reporting treatment applied to the fixed assets and long-term liabilities associated with a fund are determined by its measurement focus. All governmental fund type operations are accounted for on a spending or "financial flow" measurement focus and only current assets and current llabllities 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 Assets 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 at historical cost or estimated historical cost if actual historical co~t is not available. Donated flx~d assets are stated at their estimated fair market value on the date donated. Repairs and maintenance are recorded as expenditures; renewals and betterments are ~spitalized. Long-term liabilities expected to be financed in the General Long-Term Debt Account Group. of May 31, 1995. fr~in 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) associated 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 mpthod. The estimated useful lives are as ii 



follows 

LOUISI TO FINANCIAL MAY 31, 1997 
Warty and sewer system Water wells and pumps ~ter Filter ~yste~ Water meters and hydrants Trucks Equipment 

Basis of accountinq 

)-%0 ? 0 25 5 5-25 
years years ~ear~ y~ars years years 

The accounting and financial 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 m~asurement focus, only current assets and current liabi]~ties generally are included on the balance sheet. Operating statements of these funds present increases (i.e., revenues and other financing sourceS) and decreases (i.e., expenditures and other financing uses) in net current assets. All proprietary funds are accounted for orl a flow of economic resources measurement focus. With this ~easurement focus, a[] assets and liabilities associated with the operation of these funds are included on the balance sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and retained earnings components. Proprietary fund-type operating statements present increases (e.g., revenues) and decreases (e.g., e~penses) in net total assets. All governmental fund types are accounted for using the modified accrual basis of accounting. Their revenues are recognized when they become susceptible to accrual (i.e., 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 liabillt~es of the current period. The Town considers property taxes as available if they are collected within 60 days after year- end. A one-year availability period is used for revenue recognition for all other governmenta] fund revenues. Expenditures are generally recognized under the modified accrual basis nf accounting when the related fund liability is incurred except that accumulated unpaid vacation and sick pay sr~ n~t accrued and principal and interest on general long-term debt is recognized when due. Purchase of various operating supplies are regarded as expenditures at the time purchased. The primary revenue sources which are susceptible to accrual under the modified accrual basis of accounting include governmental revenues received for a specific period or quarter such as beer tax, tobacco tax, fire insurance tax, garbage charges receivable from the Enterprise Fund, sales taxes, franchise taxes, and interest income. These revenue sources are accrued, when their receipt occurs soon enough after the end of the accounting period so as to be both measurable and available. Taxpayer assessed income, such as ad valorem taxes, and gross receipts from fines, occupational licenses and permits are considered measurable when in the hands of collecting governments and are recognized as revenue at that time. Miscellaneous revenues other than interest income are recorded when received in cash because they are generally not measurable until actually received. The proprietary fund is accounted for using revenues are recognized when they are earned incurred. the accrual basis of accounting whereby and expenses are recognized when they are The Town rep, n es deferred revenue on it~ combined balance sheet. Deferred revenues 



T NOTES TO FINANCIAL STATEMENTS MAY 31t 199~ 
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. Budaets and Budqetarv Accounti The Town follows these procedures in establishing the budgetary data reflected in these financial statements: i. The Town 'T'r~asurer prepares a proF Board of Aldermen no later than flftee year. l,dg~t and submits same to the Mayor and pricer to the beginning of each fiscal 
2. A summary of the proposed budget is published and the public notified that the proposed budget is available for public inspection. At the same time, a public hearing is called. 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 pub]ic herring and completion of all action necessary to finalize and implement the budget, the budget is adopted through passage of an ordinance prior to the commencement of the fiscal year for which the budget is being adopted. 5. Budgetary amendments involving the trai1~fer of funds from one department, program or function to another or involving increases iT* 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 euuivalents Consistent with GASB Statement 9, Reporting cash Flows of Proprietary and Nonexpendable Trust Funds a~1~ ~overnmenta~ ~ntities That Us~ Proprietary Fund ~ccounting, the Town of Zwolle defines cash and cash equivalents a~ follows: Cash - includes not only currency on hand but also demand deposits with banks or other financial institutions and other kinds of accounts that have the general characteristics of demand deposits in that the customer may deposit additional funds at any time and also effectively may withdraw funds at any time without prior notice or penalty. Cash equivalents - 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 with 

13 



OF ZWOLLE, LOUISIANA TO FINANCIAL M~~ 31, 1997 
original maturities of three months or less qualify under this definition. Bad debts Uncollectible amounts due for ad valorem taxes and customers' 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. Comoarative data 

Total columns 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. Compensated absences Employees of the Town are entitled to paid vac.ation 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 Town's policy is to recognize the costs of compensated absences when actually paid to employees. (2) Ad Valorem Taxes Ad Valorem taxes attach as an enforceable lien on property as of January 1 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 dayq after the close of the current period. The Town bills and collects its own property taxes using tbe assessed values determined by the tax assessor of Sabine Parish. For the year ended May 31, 1997, taxes of 7.55 mills were levied on property with assessed valuations totaling $5,095,950. Total taxes levied were $38,475 which were for general corporate purposes. Ad valorem taxes receivable at May 31, 1997 amounted to $iii. 
14 



(3) Interfund 
TOWN OF NOTES TO ZWOLLE, LOUISIANA FINANCIAL STATE--S MAY 31, 1997 

Receivables and Payab es Individual interfund receivables and payable balances at May 31, 1997, were as follows 
General Fund Proprietary Fund Total 
Due from Other Governmental Units 

Interfund Receivables $160,666 0 
Interfund Payables $ 0 160s666 $160,666 $160,666 = 

Amounts due from other governmental units at May 31, 1997, consisted of the following: General 
(5) 
Beer, t~bacco, and video poker taxes due from the State of Louisiana 
Restricted Assets - Proprietary Funds Restricted assets were applicable to the following at May 31: 1997 Customers~ deposits Revenue bonds: Sinking fund Reserve fund Depreciation & contingency fund Construction fund Total restricted assets Chanoes in Fixed Assets 

$ 21,025 4,129 15,680 15,680 21,100 

Fund $6,301 ====: 
1996 $ 20,425 4,038 12,890 12,890 21,100 $ 77,614 $ 71,343 

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

BALANCE JUNE i, 1996 12,172 85,260 69,656 145,558 3,250 34.860 
ADDITIONS $ 0 0 9,103 0 0 0 5350,756 $ 9,103 
15 

DEDUCTIONS $ 0 0 0 0 0 0 

BALANCE MAY 31, 1997 $ 12,172 85,260 78,759 145,558 3,250 34,860 0 $359,859 ====== ======== 



TOWN OF ZWOLLEr LOUISIP~A_ .OTZS TO Z~.~CI~L ST~TZHZ~rrS m~Y 3L!997 

A summary of proprietary fund type property, plant and equipment at May 31, 1997 follows: 

(7) 

Building Water system Sewer system Water wells and pumps Water filter systems Water meters and hydrants Trucks Equipm~n~ Construction in progress - sewer plant ~ipg~ade Total Less accumulated depreciation Net t 

Lease Obliaations 

Year ending May 31 1998 1999 2000 2001 2002 Later years Total minimum payments required 
16 

Amount $ 1,500 1,500 1,500 1,500 1,500 42,125 $49,625 

5,940 1,184,591 802,239 151,237 33,252 21,604 15,432 28,068 28,780 2,271,143 {722,915) Si,548,228 



TOWN OF ZWOLLE, LOUISI S TO FINANCIAL S~ MAy 31 ,_ 19_9 7 
Cash and Cash Equivalents Louisiana revised Statutes authorize the T~,wn to invest in United States bonds, treasury notes or certificates, or to de~'n~it funds in demand deposits, interest bearing demand deposits, money market acr',~1~d g, or time deposits with state banks organized under Louisiana law and national banks having their principal offices in Louisiana. As in ma ra da 

iquid their erest urity 
At May 31, 1997, the Town of Zwolle has cash and cash equivalents totaling $788,888, as follows: 
Demand deposits Money market accounts Savings accounts Petty cash 

General Fund Enterprise Fund $ 30,492 386,489 0 i00 
Total $ 28,906 759,045 737 2OO Total cash and cash equivalents $371,807 $417,081 $788,888 

i0) Long-term Debt On October 29, 1991, the Town entered into an agreement with Farmers Home Adminlstratlnn (FmHA) to allow the Town to undertake a water system improvement project at an estimated cost of $975,000. Funding fnr the project was provided by FmHA by means of issuance of $780,000 of revenue bonds (Bonds) and by a $195,000 grant. On April 20, 1992, the Town executed a "Pro}err 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, iq93 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 Lssuance. Principal and interest on the Bonds are payable over a forty (40) year perl, od, 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. 



TOWN OF ZWOLLE, LOUISIAMA TES TO FINANCIAL BTATEMEN MAY 31. 1997 

The following Js a schedule by years of future principal payments under the above Bonds: 
Year ending May 31 Principal Interest Total 1998 3999 2000 2001 2002 Later years Total 

$ 8,746 9,193 9,664 10,158 10,678 692.274 
$ 36,837 36,390 35,919 35,425 34,905 608t395 $740,713 $787,871 $1,528,584 

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 [~riscipal and interest falling due on the next principal and interest payment date together with such additi~Dn! ~roportlonate sum as may be required to pay said principal and interest as ~h~ 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, 1997 is $3,799. The present balance is $4,129. ) There will be set aside monthly into a "Water Revenue Bond Reserve Fund" he "Reserve Fund"), commencing with the month following completion of and ceptance of the improvements and extensions financed with the proceeds of the nds, a sum at least equal to five percent (5%) of the amount to be paid into e Sinking Fund provided for in paragraph (b) above, the payments into the serve Fund to continue until such time as there has been accumulated in the serve Fund a sum equal to the highest combined principal and interest falling e in any year on the Bonds as a Debt Service Reserve, the money in the Reserve nd to be retained solely for the purpose of paying the principal of and retest on bonds payable from the Sinking Fund as to which there would otherwise default. Monthly deposits of 5163 are required through September 25, 1993 and 90 monthly thereafter until the balance reaches $45,583. The balance required May 31, 1997 is $10,316. The present balance is $15,680. 
18 



OF ZWOLLEL LO~I[SIIkNA NOTES TO _F~HAgEjAA~!ATE~STS M/%Y 3!, 1997 

A portion of retained earnings is reserved to cover these restricted assets for future debt service on the revenue bonds. ii Sales and Use Tax On Aprll 16, I'~~e the voters of the Town of Zwolle approved a 1% sales and use tax upon the sale at retail, the use, the lea~ nt-r~ntal, the consumption or storage for use or consumption of tangible personal pt-~T~rfy and on sales of services in the Town. The 1% sales and use tax is dedicated to the General Fund to be used for any lawful corporate purpose as deemed necessary by the Board of Aldermen. Sales taxes receivable as of May 31, 1997 amounted to $18,667. (12) Deficit in Retained Earnings The retained earnings deficit in the Utility Fund at May 31, 1997 is due primarily to an unusually high level of repairs during the 1995 and engineering fees of $50,960 related to design work on a new wastewater processing plant, which design was subsequently abandoned by the Town. The normal operations of the Utility Fund are expected to eliminate the deficit in retained earnings within the two years. (13) Contingencies Department of Environmental Oualitv On June 28, 1991, the Louisiana Department of Environmental Quality (D~Q) issued s "CompLiance Order" which alleges the TowI~ v~lated La. R.S. 30:2076(A)(1)(a) by a]]owlng the d~scharge of inadequately treated waste water. The "Compl[ance order" specified cel taln interim effluent ]Jnl~t~tJons and monitoring and reporting requirements uutil December 31, 1992 and effluent limitations and monitoring and reporting requirements to be followed after J~n~lary I, 1993. The order also requires certain reports to be submitted to DEQ. Should the Town fail to comply with this "Compliance O~der", 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. On December 22, 1997 the Town awarded a construction contract in the amount of $434,000 for sewer plant improvements which will allow the Town of meet DEQ requlrement~. Funding for this project is coming from the Louisiana Capital Outlay Budget. Grant Audits The Town receives Federal and State gran~s review and audit by Federal and State ageilc for reimbursement by the State for expenditl conditions of the appropriate agency. 
f~,r specific purposes that are subject to p~. Such audits could result in a request res disallowed, if any, under the terms and 
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~neer in~ fees 

OF ZWOLLF,~ LgUISI_AN~ NOTES TO FINANCIAL STATLCMENTS MAY 31 1997 

The Town has been billed by Nowlin & Associates for engineering fees in the amount of $23,572 in connection with a completed water improvement project. The Town does not believe that these fees are owed and has not recorded any related liability. The Town has been billed by Ba]ar Associates, Inc. for engineering fees in the amount of $59,060 related to the design of a new wastewater treatment plant, which design has subsequently bpen abandoned by the Town. The amount and payment of these fees have been in dispute, and Balar Associates, Inc. f~]ed suit against the Town on October 18, 1995 to recover the billed fees. The Town ha~ r~corded an expense of $50,960 relating to this contract, however the Town plans t(~ ,',~ntest this suit. (14) Pending Litigation In addition to the legal proceedings discussed in Note 13, the Town is a party to other legal proceedings involving suits filed against the Town for various reasons, however Town management does not believe the Town is exposed to any material losses in these proceedings. Accordingly, no provision for losses (other than as discussed in Note 13) is included in the fin~nci~i statements. 15) Unearned Revenue Unearned revenue at May 31, 1997 consisted of the following I)~f~rred revenue from grant from [.ou[s[ana Department of RuFsl Development Fines and bonds 
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FINANCIAL STATEMENTS OF INDIVIDUAL FUNDS AND ACCC)UNT CROUPS 
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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ASSETS 
TOWN OF ZWOLLE, LOUISIANA GENERA[_ FUND BALANCE SHEET MAY 31 . 1997 AND 1996 

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 

1997 1996 $371,807 18,778 160,666 6,301 _. 8,224 
$360,963 14,937 95,979 5,483 9~924 ~5~776 $487L266 

$12,022 $ 5,634 5,378 ̀6J~ 
5,310 1,510 4,928 1.878 

28.217 33.626 
537.559 537,559 
_$565,7_7A 

The accompanying notes are an integral part of these statements 22 

_4_53,660 453,660 $487L206 



 
EXHIBIT F-2 Page 1 of 3 TOWN OF ZWNI LE I ~LIISIANA GENERA[. FUND RTATFMENT OF REVENUES, EXPENDI r [IRFS AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1997 WITH COMPARATIVE ACTUAL AMOUN]S FOR YEAR ENDED MAY 31. 1996 

Revenues: Taxes. Ad valorem taxes Franchise taxes Sales taxes Total taxes Licenses and permits Occupational licenses Beer hcenses Total licenses and permits ntergovernmental Beer tax Tobacco tax Video poker Federal and state grants Payment in heu cff 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 Interest income Other Total miscellaneous revenues Totalrevenues 

BUDGET 
$37,000 37,000 200000 
60,000 1,300 

1997 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) ACTUAL 
$40,103 43,147 205,349 $3,103 6,147 5,349 $37,664 40,505 205,055 288,599 14,599 263.224 
58,326 695 674) (605) 61,300 59,021 (2,279) 

6,800 9,200 1,800 1.500 
8,502 0,042 2,538 4.624 

1,702 642 738 3.124 

62,725 1.930 64.655 
8,590 8,482 3,276 0.584 5,000 4,166 (834) 3,668 

24,300 29,872 5,572 34,600 
42,500 42.500 
38,000 38.000 
R OQO 9.450 

42,603 103 42,332 42,603 
3z,65~ 37,854 
10,116 8.568 7,450 18,684 457,550 476,633 

(H6) (14~ 
2,116 (882) 1,234 19,083 

The accompanying notes are an Integral part of these statements 23 

42,332 
35.361 35,361 
11,257 9,762 _ 2~.;P !9_ 481.191 



 
EXHIBIT F-2 Page 2 of 3 TOWN OF ZWOLLE. LOUISIANA GENERAt FUND STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1997 WITH COMPARATIVE ACTUAL AMOUNIS f-OR YEA~ ENDED MAY 31, 1995 

Expenditures' Current' General government. Salaries - Admlnlstratwe Salaries - Mayor & Alderman Salaries - Office Legal & accounting Payroll tay, es Unemployment benefits Office supplies & pnntmg Insurance Court costs Depot maintenance Audit Dues and subscnptlons Advertising Supplies Utilities and telephone Collection fee Repairs & maintenance Travel & seminars Miscellaneous Fiesta expense Capltat outtay Total general government 
Public safety. Police department' Salaries Training Jail expense Police car expense Insurance Miscellaneous Supplies Payroll taxes Telephone Uniform maintenance Capita~ outlay Total police ({~l,qrtment 

$0 27,000 20.000 2,500 4,400 3,000 5, ?0r) 14 6tbl) 5N0 400 3,450 600 3,000 1,700 6,820 2,500 1,750 6,000 1.300 0 t t .000 

997 1996 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) ACTUAL 
$0 24,442 t8,432 2,61f 3,280 (835) 4,625 17,427 0 253 3,450 326 2.885 5.857 7,660 4,034 2,995 6,505 5,711 2.137 9,103 

$0 (2,558) (1,568) f11 (f,f20) (3.835) (575) 2,B27 (5OO) 147 0 274 115 (4,f 57) (840) (1,534) (1,246) (5o5) (4,411) (2,137) 

$5,579 27,500 23.930 f,972 3,214 3,948 5.933 f2,531 0 269 3,450 346 2,286 2,407 7,348 3,336 8f3 4,221 4,322 f ,250 10,584 ~,720 120,901 (5.181) 1.25.239 
1OO.0O0 1.200 2.500 19.500 13.000 4,800 3,000 13,000 1,200 1,400 10.000 

The accompanying notes are an 

98,B44 970 428 14,628 16,137 4,196 2,108 7,585 1,443 176 0 

1.156 230 2,072 4.872 (3,137} 604 892 5,415 (243) 1,224 10.000 

96.568 787 2.365 f7,215 17.603 6,501 3.234 7.386 1,269 908 24.794 146,515 23.085 178.630 
Integral part of these statements 24 



 
EXHIBIT F-2 Page 3 of 3 TOWN OF ZWfH I r { rhl q~qlANA GENERAl FUND S I A TEMENT OF REVENUES, EXPENDIIURES AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1997 WITH COMPARATIVE ACTUAL AMOUN[S FOR YEAR ENDED MAY 81. 1995 

Expenditures: (continued) Fire department Highways and streets Salaries Payroll taxes Repairs & maintenance Supplies &matenals Miscellaneous Street signs Street hghtmg Street truck & tractor expense Insurance Capital outlay Total highways and streets Health and samtet~on. Salaries Payroll taxes Garbage truck expense Miscellaneous Insurance Supplies Capital outlay Total health and sanitation Recreation; Repair & maintenance Miscellaneous Utihttes Total recleatl<)l 
Total expenditures 
Excess (deficiencyl of revenues over (under) expenditures Fund balance, beginnning of year Fund batanee, end of year 

1997 t996 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) ACTUAL $0 $732 ($732_) $4,520 
31,000 3,600 52,000 12,000 650 1,200 20,000 5.500 4,450 1.500 
26,e00 4,500 4,400 0 2,900 4oo 0 

32,374 2,477 1,574 13,633 2,278 111 19,856 2,959 4,805 0 

(I ,374) 1,123 50,426 (1,633) (1,628) 1,089 142 2,541 (355) 1,500 

27,716 2,120 3,347 11,156 938 1,176 20,066 3,967 3,737 149 80,069 51~831 74,392 
31,375 2,400 1,861 1,016 6,640 422 0 

(5,375) 2,100 2,539 (I ,015) (3,740) (22) 0 
31,4tg 2,404 2,081 0 5,163 626 0 38,200 43,716 -. (5,516) 41,693 

700 100 200 1.000 
180 583 38 801 

520 f483) 162 199 
0 25 197 222 

456.42(; 392,734 63,686 424,696 
1,130 453,660 $454,790 

63,899 453.660 $537~55~ 
82,769 0 $82,769 

The accompanying notes are an mteqrat part of these statements 2r, 

56.495 397,165 



ENTERPRISE FUND 
Water and Sewer Fund - To account for the provision of water and sewer services to residents of ~h~ Town. All activities necessary to provide such services are accounted for in this fund, including, but no~ llm~t~d to, administration, operations, maintenance, financing and related debt servi~, and billing and collection. 
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ASSETS 

TOWN OF ZWOLLE LOUISIANA ENTERPRISE FUND - WATER AND SEWER FUND COMPARATIVE BAI Ai~lCF SHEET MAY 31. t997 AHD 1996 
Current assets: Cash and cash equivalents Accounts receivable, net of allowance for doubtful accounts of $2,937 in 1997 and $3,029 in 1996 Prepaid insurance Total current assets Restricted assets: Cash and cash equivalents Customers' dr~posits 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 $722,915 in 1997 and $661,989 m 1996 
Total assets 

EXHIBIT G- 1 Page 1 of 2 

1997 1996 
$339,467 22,172 0 

$270,088 21,481 1,164 361,639 292,733 
21.025 4,129 15,686 15,680 21.100 

20,425 4,038 12,890 12,890 21.100 77,614 71.343 1.560 1.548.226 1,560 1.593.006 

The accompanying notes are an integral part of these statements 27 



 

TOWN OF ZWO[ LE, I OUISIANA ENTERPRISE FUND - WA]ER AHI) SEWER FUND COMPARATIVE BALAr'JL'~ ~11EET MAY 31. 1997 AND 1996 
LIABILITIES AND FUND EQUITY Liabtlrtles: Current liabiht=es (payable from current assets Accounts payable Sales taxes payable Payroll taxes payable Accrued wages payable Due to General Fund Total current hablhtles (payable from current assets) Current habll~tle~ ({~ay,qble from restncted assets Customers' meter deposits Water revenue bonds Interest payable Total current hablhtles (payable from restricted assets) Long-term liabilities Water revenue bonds Tota) hablhties Fund equtty" Contributed capital- Municipality Federal Revenue Sharing HUD Block Grant FHA Grant LOUCA CDB Grant Total contributed capita Retained earnings (deficit) Reserved for revenue bonds- Sinking fund Reserve fund Depreciation & contingency fund Construction fund Unreserved (deflcrt) Total retained earnings (deficit) Total fund equity Total liabilities and fund equity 

1997 
$56,196 513 0 1,905 160,666 

EXHIBITG-t Page 2 of 2 

$62,984 499 0 565 95.979 
219.262 160,047 
21,025 8,753 406 20.425 7,922 830 
30.184 29,177 
731,959 981,425 
133,944 62,540 72,272 195,000 560,751 

748,397 
133,944 62,540 72,272 195,000 560,751 1,o24,50/ 1,024,507 

4,129 15,680 I5,680 21,100 (73,480) 
4,038 12,890 12,890 21.100 (54,904) {~6,89j) (3~A63 1,007,616 1,020,521 }1 ~989,041 $1,958,642 

The accompanying notes are an integral part of these statements 26 



 
TOWN OF ZWOLLE, LOUISIANA COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED WATER AND SEWER FUND - BUDGET (GAAP BASIS) AND ACTUAL YEARS ENDED MAY 31, 1997 AND 1996 

Operating (evenue~ Water charges Sewer charges Tap, connect and reconnect fees Total operating revenues Opera~ng expenses Water Department" Aud~f~e Sad debt expense Depreciati on I~ur snc~ Miscellaneous Office supplies Payroll taxes Rent Repairs and maintenailce Salaries Supplies Tetephone Travel Truck expense Utilities Total water depe, rtment expenses Sewe~ Department' Chemicals Audit fee Consultant fees Depreciation )nsurance Miscellaneous Office ~uppNes Payroll ta.x es Repairs and mainter~al~ce Salaries Sewe~ tes~n9 Supplies Travel Truck expensea UtilffJes Total sewer department expenses Total operating expenses Opera6ng income (loss) Nonopereting revenues (expenses) Interest income Interest expense 
Net income (loss) Retained earnings, beginning of year Retained earnll)gs (~lefrc:rt), er~d of year 

t 4 600 234,600 

6.000 t,700 0 1~800 t,t00 400 50 ~,800 12 O0O 17I~00 3,000 3.000 2,500 0 6,000 

1_997 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) $t63,854 51,322 16,702 231,878 
1,725 (117) 38,467 7,092 2,805 3,252 2,565 t ,923 9,070 39,529 27,923 1,083 501 999 15,364 148,181 
2,555 1,726 O 22,459 3,337 682 O 1,936 2,296 25,309 3,525 4,751 1 706 3O2 3 685 

($4,148) (678) 2.102 (2,72_2) 
25 167 (t ,867) 2.658 (2,488) 848 

3.445 (25) 0 (2,658) (2,237} (262) 5o 864 9,704 (8,309) (525) (t ,75f) 794 (302) 2335 t ~O2 241,487 220,429 21,058 
9,500 9,943 (34,?00~ (~,_2=9~ ~24,50o) .~4,~54) (31.387) (3,985) 1535,373) 
(12,905) ~3,986~ 

448 . ~_Z) _._146 18,482 0 

The accompanying notes are an integral pad of these statements 29 

EXHtBtT G-2 

ACTUAL $168.0~6 52,428 15,680 2~_.~4 
1,725 893 38,972 9.092 499 4,299 2,618 1,75O 9,758 34,227 16,175 996 2,482 3.837 __!9,t61 !4e,4e4 
5,253 1.725 228 21.246 1,161 688 175 1,375 3,696 17.969 3,198 1,876 896 287 3,969 
210.22~ 25,970 
8,g64 _ Lza,022) (3,0s2) ~(g~ 



GENERAL FIXED ASSETS ACCOUNT GROUP 
To account for fixed assets not used in proprietary fund operations. 
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TOWN OF ZWOLLE, LOUISIANA COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS MAY 31. 1997 AND 1996 
General fixed assets, at cost: Land Buildings Equipment Automobiles, trucks and machinery Coding 01 ordinances Recreation equipment Total general fixed assets 
nvestment in general fixed assets General fund revenues Federal revenue sharing funds Grants Contributions Total investment m general fixed assets 

1997 
$12,172 85,260 78,759 145,558 3,250 34.860 

EXHIBIT H- 1 

1996 
$12,172 85,260 69,656 145,558 3,250 _34,8~o ~3sg~s9 $3so 7~s~ 

$204,141 120,215 16,774 +. i_8 ,Z~ 9 
$195,038 t20,215 16,774 18,729 $359L85~ $350 756 

The accompanying notes are an integral part of these statements 31 
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P M. Woods Allen Rivers Charles Miller Martha Henderson Cloteal Polk Carolyn Cutright 

TOWN OF ZWOI I ;:, I ()UISIANA FDULE OF PER DIEM PAll) 11 It R()ARD OF ALDERMEN YEAR ENDED MAY 31, 1997 

Supplementary schedule. Presented as additional analytical data. 34 

SCHEDULE 1 

$11,692 2,5~ 2,5~ 2,5~ 2,5~ 2,5~ 
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Eugene W. Fremaux II ('eltiffed Public Accounl~in P O. I~c~x 134 270 Maith~'~il|c ~to~d Many, Louisiana 71449 318-256-0332 

INDEPENDENT AUDITOR'S F.EPORT ON COMPLIJ~MCE WITH L~WB REGULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GO V~R/~MENT AUDITING STANDARDS 
Honorable P. M. Woods, Mayor and Board of Aldermen Zwolle, Louisiana I have audited the general p~irpose f~rlanclal mtatements of the Town of Zwolle, Louisiana, ari<] the combining, individual f~ind, arid account group financial statements of the Town of Zwolle, Louisiana, for the ?oa)= mT~ded May 31, 1997, and have issued my report thereon dated January 22, 1998. I cond,lcted my audit iN ~ccordance with g~nerally accepted auditing standards, Government Auditi~Standards, issued by the Comptroller General of the United States, and the provisions of Offjre of Management and Budget Circular A-128, "Audits of State and Local Gov@rnments" 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. Compliance with laws, regulations, contract, and grants applicable to the Town of Zwolle, Loulsiana, is the responsibility of fh~ Town of Zwolle, Louisiana, management. As part of obtaining reasonable assurance about whether the general purpose financial statements are free of material misstatoment, I performed tests of the Town's compliance ~lith certain provisions of laws, regulations, contracts, and grants. However, the objective of my audit of the gon~,al purpose financial statements was not to provide an opinion on overall compliance ~slttl such provisions. Accordingly, I do not express such an opinion. Material instances of noncompliance consist of failures to follow requirements, or violations of prohibitions, contained in statutes, regulations, contracts or grants, that cause me to conclude that the aggregation of the misstatements resulting from those failures or violations is material to the financial statements. The results of my tests of compliance disclosed the following material instance of noncompliance. 

37 



I noted certain immaterial instances of noncompliance that I have reported to management of the Town of Zwolle in a separate letter dated January 22, 1998. 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. FRFMAIIX II, CPA January 22, 1998 



Eugene W. Fremaux II ('ertified Public Accou.lan P O. Box 134 270 Marthaville Road Many, Louisiana 71449 
318-256-~332 

INDEPENDENT AUDITOR'S REPORT OH INTEKN~ CON%~OL STRUCTURE RELATED MATTERS NOTED IN FINANCIAL STATENENT AUDIT CONDUCTED IN ACCO~DP, NCE WITH GOVERNMENT ~UDITING STR/~DRRDS 
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, 1997, and have issued my report thereon dated January 22, 1998. I conducted my audit in accordance with gPeerally accepted auditing standards, Covernment A~Jiti1~q Standards, issued by the Comptroller General of the United States, and the provJsi~,l~ of Offlce of Management and Budget Circular A-128, "Audits of State and Local Governments". Those standards a*lel OM~ c~rcular A-128 require that I plan and perform the audit to obtain reasonable assurai1~-~ about whether the financial statements are free of material misstatement. 

In planning and performing my audit of th~ (~n~ra] purpose financial statement of the Town of Zwollp, l.ou~sJana, for the year eed~,1H~y 31, 1997, I obtained an understanding of the internal control structure. With rn~?o~'~ to tile internal control structure, I obtained an understanding of the design of y~l~vant pnllcies and procedures and whether they have been placed in operation, and I ag~d control risk in order to determine my auditing procedures for the purpose of exprp~sLng my opinion on the general purpose financial statemPnts and not to provide an opinion on the internal control structure. Accordingly, I do not express such an opinion. I noted certain mattersl described below, involving the internal control structure and its operation that I consider to be a material weakness and a reportable condition under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of tile internal control structure that, in my judgment, could adversely affect the entity's ability to record, process, summarize, and report financlal data consistent with th~ assertions of management in the component unit f~nancial statements. A material weakr1~ss Js a reportable condition in which the 



design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the 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. These conditions were considered in determining the nature, timing, and extent of the procedures to be performed in my audit of the financial statements of the Town of Zwolle, Louisiana, for the year ended May 31, 1997. i. ExistinQ condition During the year ended May 31, 1997 the Town had turnover in the bookke~plng position four times. Tn addition, in the middle of the year ~he T,~.n changed accounting software Fac'kages. The resulting delays in producing monthly financial statements were inevitable given the surroun,llng turnover circumstances cc,,ip;~d with a change in the accounting software. However, during the lat~or part of the year procedures previously adopted to insure adequat~ i~,te~nal control over general ledger processlng and reliable monthly financial statements were overlooked. As a result, the primary bank accounts in each fund were not being reconciled. The lack of timely reconciliation allowed numerous errors, such as unposted deposits and checks, and posting errors, to go undetected for months. These errors resulted in unreliable interim monthly financial statements. In addition, this situation could allow bank errors or defalcations to go undetected for months. Recommended action The checklist and review procedllres adopted by the Council, and implemented in October 1995, as o,iI]ined in my management letter dated November 15, 1996, should be reimp]om~n%~d as soon as possible so that adequate internal controls will e~int over the general ledger posting. These procedures require the use of a comprehensive month end general ledger closing checklist, with appropriate review by the Alderman assigned to the Treasurer function. Manaaement's response The above checklist and review procedures will be implemented as soon as possible. 2. ExistinQ condition During the year ended May 31, 1997 the Police Department (i) hired a clerk, (2) acquired a software database package to track tickets, prepare docke~s for M~yor's Court and maintaln defendant history, and (3) changed the procedures for handling tickets. All processing of tickets from issuance to ultimate disposition is r~,,4hand]~d by the clerk in the police department, including receiving payment and preparing the cash receipt and the related bank deposit slip. The police software database package is definitely a step in the right direction by the police department in terms of efficiency and the availability of historical information, however the software does not provide adequate control over processing of tickets. The software appears to be unable to provide a number of vltal reports, such as (i) listing of tickets in numeric sequence, (2) report of unpaid tickets, (3) report of unserved bench warrants, (4) report of tickets sent to Louisiana Department of Public Safety, District Count, and Juvenile Court, (5) report of fines being paid under the installment plan, (6) report of outstanding community service obligations, (7) report of missing tickets, and (8) report of bonds outstanding. The software does not have an input field to capture the cash receipt number when the ticket is paid. In addition, the software has no password controls on updating records, therefore anyone with physical acc'e~ ~n the computer could update 



records. The clerk i~dicated that the vendor had provided no training, nor was there any user documentation for the system. The manual numeric log, maiiltained by ~he Town clerk, is no longer being used. 

Recommended action The software vendor should be contacted to determine if changes in the software can be made to correct some of the internal control deficiencies outlined above. In addition, the vendor should also be requested to provide proper training in the use of the software and appropriate user documentation. Until these changos ar~ implemented, the following procedures should be implemented to provide adequate control over tickets from issuance until disposition: I. PaymelJts for fines should only be ~co~pted at the front counter during normal business hours. The ticket ~l~Imbo~- ~T*d type of payment should be shown on the cash receipt. The origillal of the cash receipt should go to the defendant, the second copy should be filed with the blue copy of the ticket in the bookkeeping office numerically in paid ticket file, and the third copy should remain in the cash receipt book. No member of the Police Department, no member of the Council, nor the Mayor should accept payment of any ticket. 2. The Police Department should maintain a cash receipt book to receive cash for cash bonds taken after business hours and dropped in the night deposit. 3. The Police Department clerk should continue to maintain numeric files of the yellow copy of the tickets. In addition, she should maintain control over unused tickets and post all tickets issued, and related activity, to the ticket database. 4. The Town clerk or bookkeeper should maintain files of blue copies of t~ckets in numeric order, by category (paid, unpaid, sent to DPS for collec~ion, sent to District Court, otc.). 5. The Mayor should be trained to ~i~ Che computer database for query purposes and given access to the datab~qe and the related records. In addition, the Police cl~rk should fu~T~i~h %h~ Mayor a draft copy of the Court docket, with related supporting documents, a day or two before Court. 6. The Town clerk or bookkeeper should maintain a numeric ticket log which accounts for all tickets from issuance until disposition. 7. All records relating to a given ticket (cash receipt, bench warrant, community service record, etc.) should b~ maintained with the blue copy of the ticket. 8. A sub~dlary record should be malntalned for all tickets being paid in installments. 
41 



naqement's response The above recommendations have been taken under advisement by the Council. 

EUGENE W. FREMAUX, CPA January 22, 1998 

4? 

and its operation a separate letter of the Mayor and Board of Aldermen and the ~s report is a matter of public record and 



Eugene W. Fremaux II Cerlified Public Accountant 

Honorable P. ~". W,~ods, Hay,)r Town of Zwr'q I,', L,-131~i~na Dear Mayor and A]~ermen 

P 0 Box | 34 2"/0 M~rlhm.ll'i~ Rr~ Many, |,oul~inna 71449 318-256~'1332 

Tn corlnecti~>n w~th my audit o~ the gennral puipnse, combining, individual fund, and account grollp fil,;~rlr ial statem~,nLs ot the '1"r~wll of Zwolle, Louisiana for the year ended May 31, 199/, I offer the followang observations and recommendations, which are intended to help improve record keeping p[r,,-nd~ro~ and are intended to be constructive in nature: 
I. Ex isti~la corldi t io Interest payable over the life of th~ b~HA loan has been reduced by approxlmately $33,000 due primarily t,~ the prepayment of one monthly payment during the year ended May 31, 1996. l~.et:',Qro.to.et&ded &c.t iQI% The Town should consider the potential savings to be realized from making additional prepayments on the FHA loan. Since the loan has a 40 year term, this review should be undertaken at least annually. Two monthly paymenPs could be prepaid from the excess amounts on deposit in the Bond Sinking and Reserve Funds. 
~~_i~mZh taken Additl ended 

I. Existina condition 

eqllai to two month)y payments were made in the year 

Occupational license applications are not being date stem|Mid when received, so there is no documentation of when these applications are actually received, therefore it is difficult to determine if interest end penalty should be collected on returns filed after the due date. In addition, no interest or penalty was collected on delinquent occupational licenses for 1997. Also, as of November 30, 1997, one taxpayer owes delinquent occupational and alcohol tax~s for 1996 and 1997, despite the office staff sending a certified requ~gf for payment. 



The Col]nell shonld adopt speclfi< staff in dealing with delinqllent (~ui,h-l~,,~,, fo bm followed by the office occupat ~ onal ] icenses, such as : ]. 14 days after due date - S~nd reminder notice. 2. 45 days after due date - Send certified letter. 3. 55 days after due date - furnish delinquent list to Council members. 4. 65 days after due date - turn taxpayer names over to Town's attorney for appropriate legal action. 5. Payments from delinquent taxpayers should not be accepted wi t hollt the payment of approp~ i ;~ t ,, ~w,rla ] ~ y and interest as specified in the occupational ]tcons~ application. 6. 5[,p]ications r~ceived by real] after the due date should hq.:,, ~he ~nvplop~ attached as p~of of date of mailing. The guidelines should be designed ~,, all taxpayers, timely collection guidelinps to the office staff in des In addition, a copy of the prenumbered cash receipt for payment should be attached to the application, and the application should indicate the occupational license number issued to the taxpayer. Mana~m~n~Tm rm~q~ The Council has taken the above recommendations under advisement 2. Exis[ina cnnaltinn At November 30, 1997 approximately 60 taxpmyers had not paid their 1996 md valorem taxes despite publishing the lJ,t in the local pmper and other collection efforts by the office staff. P,_~!':,"I k-l_~tiOll 

The Colln~il will adopt appropria~p q,lid=l ines for handling of delinquent ad val,~r~m tax~s. ~. _E_x_i S [ ]J~q~ondi t io[! The Councll minutes pages are not hl~mh~r~4 nor are they si~ned by the Mayor and the Council Secretary. Recommended ~ceinn The minutes of the Council meetings should be page numbered and signed by the Mayor and the Council Secretary to indicate that they are true and 



Manaoement's response 
It % b,~ T,- irinq 

The above recommendations will be implemented 4. ExJstinu condition 

is approved by the Council. a copy thereof, should be sJness hours for their use. 

For a number of years the Town has provided support to the Zwolle Tamale Fiesta by participation ~n Fiesta events, by providing police e~rvices during the Fiesta, and by funding on,-half of the cost of the liability insuranc~ policy taken out by the Fiesta association. State law provides that m,l,~r:~pal~ties can only provide financial support to non-proflt organlzations in situations whore ~h~ ~roject is a cooperative projeat whlch b~nefits the citizens of th~ m~r.i~,~lity, However, the benefits of supportlng the Fiesta have not been documented. Recommended action The Town should enter into a formal, written cooperative agreement with the Fiesta association, which outlines the extent of the Town's commitment of resources to the Fiesta, along with documentation of the benefits to be derived for the citizens of Zwolle, who are providing the resources to the Fiesta ~rqanization. ~rOJ~/gement's resDon~ The Council has taken the above recommendation under advisement 
Each C~,nl'.'! [ m~/nb~r and the Mayor h~ve ~ll~horl ty to authorize purchases up to $500, however purchase orders ar~ pr,~pared daily by the office staff for purch~sos under $500 without any fr:~mal ~uthorization. Also, purchase orders aro not always prepared in ~dv~nc~ o~ tho purchase. 
Purchas~ ~r{lors should be ~Ised to provld~ authorization for the employee to purchas~ the item and [o doc~n~n~ wh% th~ item needs to be purchased and what department is to be charq~,] for the purchase. If this authorization can only come from the May~r or a Council member, then the Mayor I,~r a Counc~ 1 member) shc~n]d b~ ~c~,l~ r~d to approve (authorize) all purcha<e ~rd~rs in wrij, l~!g, b~f~r~ th~ ~t~,m ]s purchased. Purchase orders should !v (such as Manaaement's resnen~ 

I': {su~h as electricity, etc.) and, r,~qnir~d for items under some limit 
The above changes have been taken undor advisement by the Council. 
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The above observations and recommen(lat i<,tl~, ,~r;, n,~t all inclusive. I would like to thank you, the Board of Aldermen, and the T,~wn empioyees for your cooperation during my engagement. Sincerely 
EUGENE W. FRENATIX, CPA January 22, lqqA 
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