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INDEPENDENT AI STRUCTURE RE STATEMENT A[ GaVE 
The Itonorable Quenton Causey, Mayor Village of H o dge lIodge, Louiisiana 71247 Mr. M.C. Jackson, Ill, President Itodge Utility Operating Company Itodge, Louisiana 71247 We have audited the financial statements of Utility Operating Company, l]odge, Louisia thereon dated April 17, 1997. We conducted onr audit in accordance with ~alldards, issued by the Comptroller Gene perform the audit to obtain reasonable assu misstatement. TI~e management of the Combined Utility S; Company, |lodge, Louisiana, is responsible fulfilling this responsibility, estimates and jt related costs of internal control structure p( to provide management with reasonable, bu unauthorized use or disposition, and that tr and recorded properly to permit the prepat accounting principles. Because of inherent nevertheless occur and uot be detected. AIs to the risk that procedures may become ina design and operation of policies and proced I n planning and performing our audit of th( Louisiana, and of the llodge Utility Opera| we obtained an understanding of the intern obtained an understanding of the design of operation, and we assessed control risk in o our opinion on the financial statements and we do not express such an opinion. 
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JDITORS' REPORT ON INTERNAL CONTROL LATED MATTERS NOTED IN A FINANCIAL IDIT CONDUCTED 1N ACCORDANCE WITH 

the Combined Utility System, Village of Hodge, Louisiana, and the I lodge na, for the year ended December 31, 1996, and have issued our report 
generally accepted auditing standards and Government And||tog ~ al of the United States. Those standards require that we plan and rance about whether tile financial statenlents are free of material 
:stem, Village of tlodge, Louisiana, and of the IIodge Utility Operati~g for establishing and maintaining an internal control structure. In [dgments by management are required to assess the expected benefits and ~licies and procedures. The objectives of an internal control structure al'e t not absolu(e, assurance that assets are safeguarded against loss from msaetions are executed in accordance with mauagement's authorization atiou of financial statements in accordance with generally accepted imitations in any internal control structure, errors or irregularities ma) o, projection of any evaluation of the structure to fllture periods is sub jet! |equate because of changes in conditions or that the effectiveness of the ares may deteriorate. financial statements of the Combined Utility System, Village of I lodge. ng Company, Hodge, Louisiana, for the year ended December 31, 1996, d control structure. With respect to the internal control structure, we :elevant policies and procedures and whether they have been placed in rder to determine our auditing procedures for the pnrpose of expressi,g not to provide an opinion on the internal control structure. Accordingb 
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INDE PENDENT AUDITORS' REPORT 

The Itonorable Quenton Cansey, Mayor Village of Ilodge Itodge, Louisiana 71247 
Mr. M.C. Jackson, Ill, President IIodge Utility Operating Company IIodge, Louisiana 71247 
We have andited the accmnpanying financial sl atements of file Combined Utility System, Village of Hodgc, Louisiana, and of the Hodge Utility Operating Company, Hod ~e, Louisiana, as of December 31,1996, and for the year then ended. These financial statements are the responsihility of the Company's management. Out" responsibility is to express an opinioo on these financial statements based on our audi':. We conducted our audit in accordance with geaerally accepted auditing standards. Those standards reqnlre that we plan and perform the audit to ohtain reasonable assnrance about whether the financial statements are free of material misstatement. An audil includes examinin|,,, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles nsed and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that out" audit provides a reasonable basis for oul" opinion. As described in Note 3, the Combined Utility S),stem, Village of Hodge, Louisiana, and Hodge Utility Operating Corn pa ny, llodgc, Louisiana, prepnre their financial sta Iements on a prescribed basis of accounting that demonstrates compliance with the indlenture of mortgage date March 1, ! 972, and the bond indenture dated January 1, 1990, which dot's not necessarily conform to generally accepted accounting principles. In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects, Ihe financial position of the Combined Utility Sy:;tem, Village of Hodge, and of the Hodge Utility Operating Company as of I)ecember 3 i, ) 996, and the results of its ol~erations and its cash flows for the year then ended in conformity wi|h the indentu re of mortgage dated March 1,1972. and the bond indenture dated January 1,1990. We found no evidence that Stnne Container (orporation, Chicago, Illinois, was in default under any of the provisions of the utility contract between thc Village of H,)dge and Stone Container Corporation. The financial[ statements of the preceding year, which have been iaeluded for comparative pro'poses, were taken from the financial report of that year, in which we gave an unqualified opinion that the financial statements were in accol dance with the 1972 indenture of mortgage and the ! 990 boud indenture. 



 



 
V|LLAGE OF HODGE COMBINED UTILITY SYSTEM AND ]lODGE UTILITY OPERATING COMPANY BALANCE SHEETS DECEMBER 31,1996 

Totals Combined Itodge Utility (Memorandmn Only) Utility Operating I 1996 I 1995 System Company I,iabilities: Accounts payable $3,008,122 $3,008,122 $2,536,864 Payable fi'om restricted assets Aecrned revenne bond inleresl 3,506,674 3,506,674 3,553,070 Due 1o operating company 3,003,540 3,003,540 2,530,344 Revenue bonds payable 129.000.00_0 | 2,9,000,000 131.400.000 _ Total Liabilities 135,510,214 3,008,122 138,518,336 140,020,278 Fund Equity: Contributed capital 85,600,375 None 85,600,375 80,009,855 Retained earnings Reserved for utilily system operations 2,998,461 2,998,461 2,219,928 Reserved for revenue bond retirement 1,712,337 1,712,337 1,599,406 Unreserved 25,9__! 7.7.~662 25.917.662 23,832.321__ Total retained earnings 30,628,460 0 30,628,460 27,651,655 Total Fund Equity I 16,228,835 0 116,228,835 107,661,510 Total Liabilities and Fund Fquity $251,739,049 $3,008,122 $254,747,171 $247,681,788 

The accompan3 ing notes are an integral pact ofthls statement. 



 
VILLAGE OF HODGE COMBINED UTILITY SYSTEM AND ItODGE UTILITY OPERATING COMPANY STATEMENTS O]z REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS YE/,R ENDED DECI~MBER 31, } 996 

Totals Combined }lodge Utility (Memorandum Only) Utility Operating I 1996 ] 1995 System Company Operating revenues Stone Container Corporation $40,446,229 $40,446,229 $38,064,379 ]lodge resident revenues 479,59} 479,59I 326,546 Ilodge waler and sewer facilities $2,550 2,550 2,550 Operating fees 28,684,196 28,684~! 96 26~885~99Q0 _ Total operating revenues 40,928,370 28,684,}96 69,612,566 65,279,465 Opcrathlg exl)enses Operating fees 28,684,196 28,684,196 26,885,990 Admiuistrative and snpervision 100,976 100,976 100,000 Salaried labor 603,240 603,240 585,672 Prodm:tion and service labor 2,183,640 2,183,640 2,244,750 M aintenance labor 1,99},288 1,991,288 1,951 ,I 63 Overtime premium 265,903 265,903 276,820 Employee benefits 2,} 22,032 2,122,032 2,132,79 I Maintenance materials 2,545,403 2,545,403 3,018,925 Operating supplies 1,738,} } 2 1,738,1 } 2 1,379,644 Insurance 1,486,} 40 },486,140 1,348,200 Fuel gas } 5,582,178 } 5,582,178 13,773,32 I Pro'chased outside service 65,284 65,284 44,822 Fuel oil 29,882_ To~al operating expenses 28,684,196 28,684,196 57,368,392 53,771,980 Operating income 12,244,174 0 12,244,174 } 1,507,485 Non-operating revenues (expenses) Interest on investments 1,275,835 } ,275,835 1,237,778 Bond interest expense (I 0~.5A3~04) (10~543~204) (10~680.954Z_ Total non-operating revenues (expenses) (9,267,369) 0 (9,267,369) (9,443,176) NET INCOME (Loss) 2,976,805 0 2,976,805 2,064,309 Relained earniugs, beginning of year 27,651,655 0 27,651,655 25,587,346 Retained earnings, end of year $30,628,460 $0 $30,628,460 $27,651,655 
The accompanying notes are an integral part of this statement. 



 
VILLAGE OF HODGE COMBINED UTILITY SYSTEM AND IIODC, E UTILITY OPERATING COMPANY ST ~TEMENTS OF CASH FLOWS YE~,R ENDED DECEMBER 31,1996 Totals Cunddned ltodge Utility (Memorandum Only) Utility Operating 1996 [ 1995 System Company Cash Flows From Operating Activities Net income (loss) $2,976,805 $0 $2,976,805 $2,604,3))9 Adjustments to reconcile net income (loss) to net cmLsh provided hy operating activitic+ (Increase) decrease in Due from cumhined utility system (473,196) (473,196) 312,394 Rcreivahles - llodge customers ($22,458) (22,458) 422 Accrued interest receivahle (19,135) (I 9,135) 13,4156 Fuel oil inventory 29,883 Deferred charges 710,105 Increase (decrease) in Accounts payahle 471,258 471,258 (89,135) Accrued revenue bond interest (46,396) (46,396) 143,497~ Dne 1o operating company 473,196 473,196 (312,.t94) Contingent legal fees (248,385) Advance frolu Stone (710,10~) Net Cash Provided (Used by Operating Activities 3,362,0 i 2 (I,938) 3,360,074 2,266,653 Cash Flows From Investing Activities Acquisition of equipnlent (5,590,520) (5,590,520) (8,761,84)) Purcha!~es of investments (130,768,346) (130,768,346) (128,788,238) Proceeds from sale of investments 134~!660~_8_18 134,66()~818 128~795,57_!;__ Net Cash Provided (Used) hy Investing Activities (I ,698,048) 0 (1,698,048) (8,754,5119) (;ash Flows From Financing Activities Contri)~u[ion h)' Sto~e for construction 5,591),520 5,590,520 8,761,84 ) Principal paid on revcnue honds (2,4~!))) (2,401),000) (2,250,00()jI Net Cash Provided (Used) y F nanc ng Act v t es 3,190,520 0 3,190,520 6,511,84 I Net Increase (I)ccrcase) in Cash $4,854,484 ($1,938) $4,852,546 $23,985 Casln at Beginning of Year 45,0112 6,520 51,522 27,~,37 Casln al End of Year $4,89~_4_86 $4,582 $4~904~068 $51,522 Supplemental I)isclosures Noncasln financing transactions Equipment contrilmted hy Stone $5,590,520 $5,590,520 $8,761,841 To) al noncasln iinancing transactions S5~590,.~_2(i $0 $5~590~520 $8~761,84 I___ Casln paid during the )'ear Interest (net ofamou;)ls capitalized) $10~543~.3 2_04 S10,543~204 $10,680,954___ The accompanying notes are an integral part of this statement. 
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VILLAGE 0I~ HODGE COMBINED UTILITY SYSTEM AND HODGE UTILITY OPERATING COMPANY NOTES TO THE FINANCIAl, STATEMENT YEAR ENDED DECEMBER 31,1996 
Tile qualified electors of the Village of Hodge, Louisiana, and resideat property taxpayers of said Village app roved the issuance of $65,000,000 in Combined Utility System Revenue Bonds under" indenture of mortgage, dated March 1,1972. Tile Village entered iuto an Acquisition a ~d Construction Agceement on March 1, 1972 with Contiuental Group I nc., whereby tile Village acquired the existi ag combined water, sewerage and electric generating facilities, and agreed 10 purchase improvements made to the existing system by Continental Gronp, lnc. and to acquire or conslrnct electric distribution facilities v~ithin the Village. The system, acquired and cmnpleted, is known as tile "Contbincd Utility System". The Village entered into an agreement with the ]lodge Utility Operating Company on March I, 1972 whereby the Operating Company was to operate and manage tbe system upon terms and conditions as set forth in tile contract. 
On January 24, 1990, the Village issued $ 93,000,000 of its Combined Utility System Revenue Bonds, Secies 1990, nuder ~ bond indenture dated January 1.1990, authm'ized by a resolution duly passed and approved by the Mayor and Board of Aldermen of the Village. The bonds were issued for the principle pro'pose of financing tile replacement of a recovery boiler and associated equipment. The bonds are secured by a security interest in revenues derived by tile Village fi'om opecatiun of the Combir ed Utility System (subject to tire pledge of tile first lien on revenues created by the ludenture of Mortgage securing the Series 1972 bonds) and other funds. qnw nf Fnndx: Re~h'ietinns on I ]re Under 1the terms of the indenture of motlgage of outstanding Combined Utility System Revenue Bonds, dated MaR ch 1, 1972, and the bond indenture dated January 1, 1990, all receipts of every nature earned or derived fi'OlU Ihe operation of tire Combined Utilily System are pledged and dedicated, and are to be set aside into the following special funds: 
l~venue Fund; There is hereby created a special fired of the Village to be known as the "Combined Utility System Revenue Fund", tile existence of which slmll be continued for as long as any bonds issued pursnant to the 1 t~72 mmqgage and tile 1990 bond indenture are outstanding. The Revenue Fund shall be held and administered by the tcustee. Prior to the 1972 payment date, all available revenues shall Ire used and applied, but after tile 1972 payment date, all revenues derived by the Village through tire ownership and operation by it of the project shall be used attd applied; and all other monies required t) be deposited in the Revenue Fund pursuant to tile 1972 mortgage nttd lhc 1990 bond indenture received by file Revenue Fund shall be used and applied solely for the purpose of operating and maintaining the system and paying all c~sts, cbarges and expenses in connection therewith, paying tile pcincipal of, premium if any, and interest on the I~onds, and for the purpose of making repairs, renewals and i'eplaceme,ts, additions, betterments, and improvements of the system. 
Monies in tile revemle Fnnd not requireEl for individual disbursement for tile purpose for which said fund is created shall be invested and reinvested by the trustee. All income and profit resulting from these investments shall accrue to and be deposited ill the Revenue FnJ~d. 
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 VII.LAGE OF tIODGE COMBINED UTILITY SYS'I'EM AND ItODGE UTILITY OPERATING COMPANY NOTE ~ TO TIlE FINANCIAL STATEM ENT YEAR ENDED DECEMBER 31, 1996 (21 Flow oIF Funds: Rcstriclions Oil Use fCcntlnuedi ~ , m 4. Reserve Acconnt - From the proceeds of the 1972 bond sale there shall be deposited in tile Reserve Fund au ammmt equal to the largest amount required to be paid or set aside in the Interest Account, Principal Account and Bond Retirement Account durieg any twelve month period from the date of the bonds to the malucity date of the last maturing bonds. From the proceeds of the sale of the Series 1990 Bonds, there shall be deposited in the Reserve Account an amount equal to ~he reserve account requirement (which is the lesser of ten percent of tile net proceeds of the bonds, the maximum amount of prlncipal and interest maturing and becoming due in a ycar, er the maximum amomtt permitted under the code to be ftmded with proceeds of the 1990 bonds). So long as any of the Bonds are outstanding, such Reserve Account shall thereafter be maintained at all times in an amoont equal to tile reserve account requirement. When the combined assets of the Bor,d Fired, Redemptiou Fund and Reserve and Contingency Fund shall he sufficient to provide mouey to retire bor,ds then outstanding, including interest, no ftn'ther payments need bc made into the Boud Fnnd. 
Redemption Fnnd: There is hereby cr ~ated a special fund of the Village known as the "Combined Utility Systen| Redemption Fund" which shall be held and administeeed by the tcustee. Monies transferred to such ftmd shall he trausferred for the 1972 Bonds pursuant to Sections 611 (balance not used for construction) and for the 1990 Bonds pursnant to Section 301 (at or (c) (optional or special mandatory redemption), and for all bonds pursuant 10 Section 407 (sale of system) and Section 412 (insurance attd condeumation proceeds). Monies on deposit hereiu shall he used as promptly as practicahle tor the purpose of redeeming or purchasing bonds prior to maturity in the manner provided. Rcse.Ev e autd Contingency~Fum|: There i~ hereby created a special fund of the Village to be known as the "Cmnhined Utility System Reserve and Contingeacy Fund", which shall he held in trust by the tcustee. There shall be transfecced ft'om proceeds of the 1972 bond sale $1,000,000 to the credit of the account. Prior to the 1972 paynwnt date, the trustee shall on the 25th day of each month, beginning with the first month revenues are received and ou the 251h day of each month thereafter, pay out of the Revenue Fund into said fuud an atnomtt equal to 10% of the aggregate of the ammmts required to be paid in such month into the Interest, Principal and Bond Retirement Accmnds in the Bond Fund for the 1972 ]~onds. If on the first business day of January, 1973, and each first husiness day of January theceafter, monies on deposit in this fired exceed the amount of the then commitments or obligations incmTed by, or then requirements of, the Village for any of the purposes listed iu this section, plus $ 1,000,000. the aunouut of such excess may, at the direction of the Village, be withdrawn on such date from this fund and deposited to the credit of the Revenue Fund. After the 1972 payment date, the trustee shall on the 25th day of each month, beginning with the ficst mouth revenues are received and on the 25th day of each month thereafter, pay out of the Revenne Fund iuto said ftmd an atnount equal to 10% (or such greater amount as shall be detecmined by the budget of the Village as provided in the Operallng Agreement) of the aggregate of the amounts required to be paid in such month into the Interest, Principal and Bond Retirement Accounts in the Bond Fund for the 1990 Bonds. If on the first business day iu the nmnth occurring after the 1972 payment date and on the first business day of said month occm'ring each year thereafter, monies on deposit in this fund exceed the amount of the then commitments or obligations incnrred by, or then requirements of, the Village for any ot the purposes listed in this section, plus $ 500,000, or such lessor annouet as recommended by the consulting engineer as necessary for the purposes for which this fund was created, the anmunl of such excess shall be withdrawn on s Jch date from this ftmd and deposited to the credit of the Revenue Fmtd. Mouies in this fund shall be used to make up differences in the accounts of the Bond Fund and then may be applied to pay, or reimburse the Village fin" payment of, the cost of renewals autd replacemenls te the System, extraordinary operating and maintenance costs and the cost of additions, betterments autd iuq}rovements to the System. 
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Member s 302 EigMh Street Members Society of Limislana Jonesburo, LA 71251 American Institute of Certified Public Accountants 018) 259-7316 Certified Public Accountants FAX O18) 259-7315 1 NDEPENDEN'F AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITI! GOVERNMENT AUDITING STANDARDS The ltonorable Quenton Cansey, Mayor Village of itodge |lodge, Louisiana 71247 Mr. M.C. Jackson, Ill, President Hodge Utility Operating Company Ilodge, Louisiana 71247 We llave audited the financial statements of the Combined Utility System, Village of H odge, Lmfisiana, and of the IIodge Utility Opecating Cmnpany, Ilodge, Louisiana, as of and for the year ended December 31, 1996, and havc issued onr report thereon dated April 17, ! 997. We conducted our attdit in accordance with generally accepted at]diting standards aud Government Auditin? ~andards. issued by tbe Comptroller Genetal of the United States. Those standards require that we plan and perform the audit to obtain reasonable assu ~ance about whether tbe financial statements are free of material nfisstatement. Compliance with laws, regulations, contracts and grants applicable to tbe Combined Utility System, Village of I Iodce, Louisiana, and to the l|odge Utility Operati)~g Company, Ilndge, Lmfisiana is the responsibility of management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Combined Utility System's, and of the tIodge Utility Operating Company's compliance with certain provisions of laws, regulations, contracts, and grants, llowever, the objective of our audit of the financi~d statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The resnlts of our tests disclosed no instances of noncompliance tbat are required to be reported under Governm~!l Auditin~mdards. We noted no immaterial instances of noncor~plianee. This relmrt is intended for the information of the management of Itodge Utility Operating Company and Board of Aldermen of tile Village of llodge, l,onisiana. However, tbis report is a matter of public record and its distrilmtiou is mlt)imited' ~o~-~ ~- ~'~ ~Y~6 ~ Kennelh D. Folden & Co. Certified Public Accountants Jonesboro, Louisiana April 17, ) 997 
17 



 
E O1~ HODGE COMBINED UTILITY SYSTEM AND DGE UTILITY OPERATING COMPANY .E OF MONTHLY DEPOSIT REQUIREMENTS THE YEAR ENDED DECEMBER 31, 1996 

710 the average monthly deposit to the Revenue Fuud is $3,571,226. 
Series 1972 bonds - January through February, $190,767 ; March through 
Series 1990 bonds - January through December, $697,500. 
huar) and February, $200,000; March through December $208,333. 
Jam: ary and February, $39,077 ; March through December $38,750. 
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VILLAGE Ol~ IIODGE COMBINED UTIIATY SYSTEM AND HODGE UTILITY OPERATING COMPANY SCIIEDULE OF CASH RECEIPTS AND DISBURSEMENTS - RESTR1Cq'ED ACCOUNTS REQUIRED BY INDENTURE OF MORTGAGE YE?,R ENDED I)ECEMBER 31,1996 

1972 1990 Hodge Residen! Bond Bond Revenue Operating Revenue Inlecest Interes! Account Account Account Account ACCOHn| Cash, Jam~ary 1,1996 $18,266 $425 $23,173 $157 $759 Cash receipls Stone Container Corp. 40,446,229 ltodge resident revenue 454,519 Itodge water and sewer 2,550 Deposits in transit 2,613 Investment interest 248,058 54,069 27,013 102,899 Maturity/sale - investments 38,231,941 28,713,452 2,239,986 8,530,101 Transfers in 1:204:303 2.6.,.957:635 2.161:604 8,370,00[1__ Total cash availalfle 80A 48:797 55~25~581 482~855 AA28~760 17,003.259 _ Cash disbursements Transfers out 39,980,902 28,211,000 422,000 Porchase - inveslmenls 35,331,405 27,514,072 2,208,918 8,633,576 Operating expenditures Bond I nterest 2,219,600 8,370,000 Bond Principal Tolal cash disbursements 75:.~ 12,307 .55.725:072 422:000 4A28:.~18 17,003~57fi_ 
Cash, 1)eccmber 31, 1996 4,~; 36,490 .__ 509 60.855 242 1.83__ ] nves|lnent s I nveslmcnts, January 1, 1996 2,~ 00,536 1,782,058 777,974 2,844,350 Purchases 35,231,405 27,514,072 2,208,918 8,633.576 Malucity/sales 138:~ 31:941) ()dt.713:452) 12:239,986) 18,530.101 L_ Investments, December 31, 1996 0 _._~;82:678 0 746,906 2,947:825 Tolal cash and investments at l)ecember 31, 1996 $4~136~490 $583,187 $60~855 $747~148 $2~948,008 
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(s) fql~nor.~ ill 1 ,nn~-Ternl De 
VI LLAGE 0 F HODGE COM BINED UTILITY SYSTEM AND HODGE UTILITY OPERATING COMPANY NOTE[~ TO THE FINANCIAL STATEMENT YEAR ENDED DECEMBER 31, 1996 

The following is a summary of the Series 1972 and 19911 bond transactions for tile Village of ltodge Combined Utility System for the year: 
Revenue honds payable lanuary 1, 1996 Bonds retired Revenue bonds payable, Decemher 31, 1996 $131,41)1),00(I 

Revenue bonds: $36,000,000 Combined Utility System revenue bonds, coupon and registered, dated March 1,1972:$5,000,000 due on March 1, 1998, and $31,000,000 oct March 1, 2007; interest rate from 5.8% to 6",/0. 
$93,000,000 Combined Utility System revenue bonds, full), registered without coupons, dated January I, 1990, due on March 1,2010; interest at rate of 91/o. The annual requirements 1o amm'tize all debt outstanding as of December 31, 1996, including interest payments of $132,863,333, are as follows: 

(7) 

(8) 

1997 1998 1999 200() 2()01 2002-2006 2007-2010 

inei!lal T~da 
5,000,000 

__ 12~:OIlt):00l) 

10,520~000 10,278,333 10,230,1)1)0 10,230,000 10,230,000 51,150,000 
10,520,000 15,278,333 I 0,231),00{) 10,230,000 10,230,000 51,150,000 

erGmd Rereivahle~ and Payables ~137 ~3 33~ ~61.R63.333 
I ntcrfund receivables and payables at December 31,1996 are as follows Village of Hodge Coral)tiled Utility System Hodge Utility Operatin[2 Company 
Neithc.r the Village of Ilodge nor llocIge Utility Operating Company have employees receiving pay direclly. No retirement system exists. All enq)loyees and related retirement are carried by Continental G "oup, Inc, or its assl;:ns. (9) Assignment Effective October 3, 1983, Continent ~1 Group, Inc. transferred to its successor, Stone Container Corlmratian, Chica~,o, Illinois, a of Is obligations under the acquisition and construction agreement, utility contract, indeatm'e of nmrtgage and operating agreement, each dated March 1,1972. 12 
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VILLAGE OF HODGE COMBINED UTILITY SYSTEM AND IIODG E UTILITY OPERATING COMPANY NOTE~ TO THE FINANCIAL STATEMENT YEAR ENDEB DECEMBER 31~ 1996 
Yed Axse|~ and l,onl,-Term I,iab icies (Colllinu~) ~,g The Utility System is aeconnted for on a cost of service ok" "capita maiutenauce" measurement focus. This means that all assets m~d liabilities (whether current or nou-cnrrct~() associated with their aetlvity are incluEled on their balance sheet. The reported fund equity (net total assets) is segregated into contributed capital and retained earnings components. 
Depreciation of all exhanstible fixed as~;ets used by tile proprietary fund should be charged as an expense a~ainst their operations in accordancewith generally accepted accounting principles. Accumulated depreciation shmdd also be reporled on proprietary fund balam:e sheets. The total cost of (he Combined Utility ~;ystem of the Village of Hodge is underwritten by Continental Gronl), I))c., or its assigns; therefore, depreciation, an operating cost not requiring cash outlay, is not recorded on the halance sheet of the Combined Utility System o]'the Village of Hodge. 
I~asis of AccountJng~ The Combined Utility System of the Village of Hodge and the Hodge Utility Operating Company is accounted fi)r nsing the accr~Jal basis of accounting. Revenues are recognized when they are earned and expenses are recognized when they are incurred. Receivables billed and not paid and accmmts payable (expenses incnrred) are recm'ded monthly. The ]lodge Utility Operating Company, not less than 60 clays prior to Ihe beginning of each year, shall i)repare and file wiIh the Village and the Trustee a budget for the following year. "lhe budget shall show separately the auticipated monthly outlay iu respect to fixed obligations and variable outlays. 'the budget shall show separately anficipated revenues which are obllgafious of the Village and Continental Groul), Inc., or its assigns. InveslnteJllg Investments are entirely obligations of the United States invested by the Trnstee and are recorded at cost. 
Chan~es in Plant~l~kol~eJ~y~aod Eouil~alglll A summary of 1he Combined Ulility System plant, property, and equipment at December 31, 1996 is as folh)ws Balance January I, ! 996 Additions Totals Reticemeuts Balauce, December 31, ] 996 

$219,198,186 5:~~}0;$;20 224,788,706 fl 
Plan(, property, and equipmeut acquired in 1996 of $5,590,520 is not shown as a revenue and a disbursemen| in this sIatemeat, as it is booked as a direct contribution frmu Slone Container Corporalion 1o the Cmubined Utility System's plant, property and equipment account. Depreciation of tile utility system assets is not recorded on the books of the Village. 
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VILLAGE OF HODGE COMBINED UTILITY SYSTEM AND HODG E UTILITY OPERATING COMPANY NOTES TO THE FINANCIAL STATEMENT YEAR ENDED DECEMBER 31, 1996 
ow o'f Finials: Reslric|ions on Use 1C ntinued) rhcre is hereby created a special fund of the Village to be kuown as tile "Combined Utility System Acquisition and Construction Fund." Immediately upon tile issuance and delivery of the 1990 Bonds, tbere shall be paid into this fund such amount of the proceeds derived from tbe sale of the 1990 IIomls as is required In be deposited therein pm suant to Article V. Monies so deposited in this fund shall be applied to pay Ihe co!;ls of acqulsition and construction, as defined ill Section 610, of the 1990 Project and all utility system improvelnents. ]uterest Earned on Invest.ulfdl1~ After January 1, 1973 interest earned in tbe various fnnds and accounts for the 1972 Bouds are to be credited to funds and/or accounts as follows: 
Fund and/or Aecu Revenue Fnnd Operaling Fund Interest Account Principal Account Reserve Account Bond Retirement Acconnt Reserve and Contingency Fund Redemption Fund 

Fund and/or Aermmt Credited Revenue Fund Operating Fund Revenue Fund Revenue Fund Revenue Fund Revenne Fund Reserve and Contingency Fund Redemption Fund After tbe date oftbe completion of the 1990 Project, interest earned in the various funds and acconnts arc to be credited to funds and/or accounts as shown above for the 1972 Bonds. licies The accounting and reporting practices of the Combined Utility System, Village of llodge, and tile Ilodgc Utility Operating Company conform 1o requirements of the indenture of mortgage dated Marcb 1, 1972, and tile bond indenture dated January 1, 1990, which do not necessarily cmfform to generally accepted accouuling principles applied In governmental accounting. Tiffs repo :t includes two proprietary funds, the Combined Utility System, Village of Ilodge, and tbe Hodge Utility Operal:ing Company, The Combined Utility System is controlled by tile Village execnlive and legislative branches (fie Mayor and Board of Aldermen), whereas the llodge Utility Operaling Compauy is controlled by tbe Hodge Utility Operating; Cmnpany Board of Directors. ltowever, since the Ilodge Utility Operating Company operates and manages the System upon the terms and conditions of tbe operating agreement, the Village ofllod[,e does m,t exercise significant oversight responsibility over tbe System. The specific elements of oversight responsibility considered in the decision to exclude the System were financial interdependency, the abiillty to significantly inflnence operations, and accountability fro" fiscal matters. Tberefore, this report is not included as a component unit of the Village of llodge, aud there are no excluded component units in this report. Iotals columns: Tolal columns on th~ statements are captioned "Memorandum Only" to indicate that they are presented only to facilitate financial analysis~ Data in these columns does not present financial position in conformity witb generally accepted accounting f.rinciples. Neltber is such data comparable to a consolidation, lnterfimd eliminations have not been made in the aggregation of this data. 



 
Our consideration of tile internal control structure would not necessarily disclose all matters in tile internal contwol structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condi|ion in which the design or operation of one m" more oflhe internal control structure elements does not reduce to a relatively low level tile risk that errocs oc ircegularitles 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 employee.s in the normal course af performing their assigned fimctions. We noted no matters involving the internal control struct are and its operation that we consider" to be material weaknesses as defined above. This report is intended for the infm'mation c f management of Hodge Utility Operating Company and tile Board of Aldermen, Village of Hodge, Louisiana. However, this report is a matter of public record and its distribution is not limited. 
Kenneth D. Folden & Co. Certified Public Accountants Jonesboro, Louisiana April 17, 1997 
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VILLAGE O F HODGE COMBINED UTILITY SYSTEM AND HODGE UTILITY OPERATING COMPANY NOTES TO TIlE FINANCIAL STATEMENT YEAR ENDED DECEMBER 31, 1996 
Elo~J Funds: Restricti~l~ozl Use (Co alinued) J)4~eratlng Fund: Thece is hereby create([ a special fired of the Village to be known as the "Combined Utility S)'st(.m Operating Fund". This fund shall be held by the trustee and shall be administered by the Operating Company. From the proceeds of the sale of the 1972 bonds, there shall be deposited in the opecatlng fund the sum of $ 1,150,000. Prim" 1o and after the 1972 payment date, the trustee shall, on or before the 251h day of each calendar month, beginning when the first month's revenues are received by the Village, pay out of the Revenue Fund into the Operating Fund an amount whiich will be sufficient to make the amount thereiu on such date equal to tile amouot of budgeted expenses of operating and maintenance for the two next succeeding months, as shown in the budI~et snbmitted most recently to the trustee, ~ursuaut to Section 5 of the Operating Agreement. Monies ill the Operating Fund shall be available and shall be nsed for the payment or reimbursement of all costs and expenses incurred by the Operating Cm ~pany in performance of its duties as operatm" of the system of the Village. Bond Fund;. There is heceby created a sf.ecial fund of the Village to be known as the "Combined Utility System Ihmd Fund". The Braid Fund and the accounts therein shall be held and adnfinislered by the trustee and shall he held solely for tile lmrpose of paying 1he principal of, and premium if any, and inlerest on the bonds, and of retiriug bonds prim" tn maturity in the manner provideC After making the payments to the Operating Fund prior to aud after the 1972 payment date, as outlined above, the trustee shall pay from the Revenne Fund, in trust fro" the account of its bond fired, certain fixed amounts sufficient to pay the principal of, premium if any, and interest on all bonds fi (,m time to time outstanding as the same become due and payable. Such fixed amounts to be paid into the Bond Fund shall be as follows and in the following order of priority: lnterest Account - Prior to and after the 1972 paymeut date, on the 25th day of each month, beginning with the first umnth revenues are received, the trustee shall pay from the Revenue Fund into the Bond Fund to the credit of the lntecest Accouut an amount, together with any money in such account deposited, pursuant to Section S01 ( I ) of the 1972 indenlure of mortgage or of the 1990 bond indenture, which would on such date be equal to the inslallmeut of interest then falling dJ~e. Principal Account - Not laler than the 251h day of the lwelve calendar months prior to each date upon which all inslallmenl of the principal of the 1972 bonds maluring prior to March 1, ] 991, falls due or after lhe 1972 payment date, an instalhuent of the priucipal of 1he 1990 bonds falls due, and on or before 1he 25th day of e~ch month thereafter, lhe trnstee shall p~ty from the Revenue Fund In the credit of the Principal AccounI all amonol which would equal the installment ~f principal then falling due. 3. Bond Retirement Account - BeginniTlg on the 25th day of March, i 990, for the 1972 bonds anti of Macch, 2000, for the 1990 bonds and on the 251h day of each succeeding month thereafter, the lrustee shall pay frmn the Revenue Fund inlo the Bond Fund to the credit oflhe Redemptiou Account an amount snfficienI 1o redeem bonds in Ihe principal amount on lhe redem 3lion date next following the date on which such sinking fired installment fidls due. 
At its option, to be exercised prior tc the 45th day preceding any sinkiug fund redemption date, lhe Village may deliver to the trustee 1972 bonds whi~:h matm'e on March 1,1998 or 2007, which shall be cancelled. These honds sha]ll be applied at their principal amount as a credil against the uext ensuing sinking fired payment reqnired to be made. 



 


