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The naanagemem of the Town of New Llano, Louisiana is responsible for establishing and maint~dning an internal control structure. In fulfilling this responsibility, estimates and judgments by ma~nagement are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general purpose financial statements in accordance with generally accepted accounting principles, and that federal financial assistance programs are managed in compliance with applicable laws and regulations. Beca~tse of inherent limitations in any interna/control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the: structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal financial assistance programs in the following categories: 

Political Activity Davis-Bacon Act Cash Management Allowable Cost/Cost Principles Administrative Requirements 
Types of Services Reporting Special Tests and Provisions 

For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended June 30, 1996, the Town of New Llano, Louisiana, expended 100 percent of its federal f'mancial assistance under the Louisiana Community Development Block Grant. We performed tests of controls, as required by OMB Circular A-128, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we have considered relevant to preventing or detecting material non-compliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements that are applicable to the aforementioned major programs. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. 
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Our consideration of the internal control structure policies and procedures used in administering federal financial assistance would not necessarily disclose all matters in the internal control structure that might constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal financial assistance program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the intemal control structure and its operations that we consider to be material weakziesses as defined above. 
This report is intended for the information of the management. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

Certified Public Accountants 
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John S. Romer, P/, C.P.A. M. Dale Harfington, C.P.A Mark S. McKay, C.P.A. 
Lee W. Willis, C.P.A. Grady J. Layfield, C.P.A. Heidi S. No, is, (3.p.A. 

ROZIER, HARRINGTON & McKAY CERTIFIED PUBIJC ACCOUNTANTS 1407 PETERMAN DRIVE ALEXANDRIA, LOUISIANA 71301 

October 10, 1996 

The Honorable Vic Smith, Mayor and the Board of Aldermen Town of New Llano, Louisiana 

MAILING ADDRESS P.O. BOX 12178 Alexandria, LA 71315-2178 
Telephone (318) 442-1608 Telecopier (318) 487-2027 

We have audited the general purpose financial statements of the Town of New Llano, Louisiana as of and for the year ended June 30, 1996 and have issued our report thereon dated October 10, 1996. We have applied procedures to test the Town's compliance with the following requirements applicable to the Louisiana Community Development Block Grant Program for the year ended June 30, 1996. 
Political Activity Davis-Bacon Act Civil Rights Administrative Requirements 

Cash Management Allowable Cost/Cost Principles Drug-Free Workplace Act 
Our procedures were limited to the applicable procedures described in the Office of Management and Budgets Compliance Supplement for Single Audits of State and Local Governments. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Town of New Llano, Louisiana's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that the Town of New Llano, Louisiana had not complied, in all material respects, with those requirements. 

-Membem- Amefic~m Institute of Certified Public Accountants ~ Society of Louisiana, CPAs -30- 



The Honorable Vic Smith, Mayor and the Board of Aldermen October 10, 1996 Page 2 
This report is intended for the information of management. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
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We considered these instances of noncompliance in forming our opinion on whether the Town of New Llano, Louisiana's 1996 general purpose financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated October 10, 1996, on those general purpose financial statements. 
We noted eel.in immaterial instances of noncompliance that we have reported to the management of file Town of New Llano in a separate letter dated October 10, 1996. This report is intended for the information of management. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 6 - PROPERTY AND EQUIPMENT A summary of the property and equipment in the Enterprise Fund at June 30, 1996, consists of the following: Land Building Distribution System Equipment Vehicles Construction in Progress Less Accumulated Depreciation Net Property and Equipment 
NOTE 7 - WATER CONTRACT 

$ 28,835 4,408 880,396 48,782 20,088 44,879 1,027,388 (154,166) $873,222 
The Town has a contract with the City of Leesville for the purchase of water. The contract has a primary term of seven (7) years commencing April 1, 1994. There are no minimum payments required under the contract except for amounts of actual defivery, with the rates set at ninety cenlLs ($.90) per one thousand (1,000) gallons for the entire contract period. 
NOTE 8 - RISK MANAGEMENT Town of New Llano is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks of loss are covered by a comprehensive commercial insurance policy and participation in a public entity risk pool that operates as a common insurance program. Claims resulting from these risks have historically not exceeded insurance coverage. 

-15- 



 
TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NO'II~ 10 - BOARD MEMBER SALARIES For the year ended June 30, 1996, the amounts of salaries and wages paid to the Mayor and Board of Aldermen were as follows: 
Name Vic Smith Carolyn Todd Bruce Cryer Jimmy Stewart Ernest Phaneuf Ronald Mammano Totals 

NOTE 11 - PRIOR PERIOD ADJUSTMENT 

Position Mayor Alderman Alderman Alderman Alderman Alderman 

Salary $ 8,700 2,500 2,600 2,600 2,600 2,600 s 21.600 
For the year ended June 30, 1994, the activity of the Louisiana Community Development Block Grant Program was accounted for in the Enterprise Fund. The Grant requires this activity be accounted for in a Capital Projects Fund. A prior period adjustment has been made to properly account for this Grant. 
NOISE 12 - CONTRIBUTED CAPITAL Changes in contributed capital account for the year ended June 30, 1996, are as follows Enterprise Fund 

Balance at June 30, 1995 Additions Balance at June 30, 1996 
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John S. Rozier, IV. C.P.A. M. Dale Hardngtolh C.P.A Mark S. McKay. C..P.A. 
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ROZIER, HARRINGTON & McKAY CERTIFIED PUBLIC ACCOUNTANTS 1407 PETERMAN DRIVE ALEXANDRIA, LOUISIANA 71301 

October 10, 1996 
The Honorable Vic Smith and the Board of Aldermen Town of New Llano, Louisiana 

MAILING ADDRESS P.O. Box 12178 Alexandria, LA 71315-2178 
Telephone (318) 442-1608 Teleeopier (318) 487-2027 

We have audited the general purpose financial statements of the Town of New Llano, Louisiana for the year ended June 30, 1996, and have issued our report thereon dated October 10, 1996. These general purpose f'mancial statements are the responsibility of the Town's management. Our responsibility is to express an opinion on these general purpose f'mancial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States and the provisions of Office of Management and Budget Circular A-128, Audits of State and Local Governments. Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the mnounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our andit was conducted for the purpose of forming an opinion on the general purpose financial statements of the Town of New Llano, Louisiana taken as a whole. The accompanying schedule of Fezleral Financial Assistance is presented for purposes of additional analysis and is not a required part of the general purpose f'mancial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the general purpose financial statements, and, in our opinion, is fairly presented in all material respects in relation to the general purpose f'mancial statements taken as a whole. 

-Members- American Institute of Ceailied Public Accountants ~ Society of Louisiana, CPAs -18- 



 
TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 2 - CASH AND CASH EQUIVALENTS At June 30, 1996 cash and cash equivalents totaled $396,188 (Book Balance) and $403,407 (Bank Balance). The composition of these accounts is as follows: 
Demand Deposits - Non-Interest Bearing Interest Bearing Checking and Certificates of Deposit Petty Cash Total Cash 

Book Balance $ 148,806 
247,282 100 

Bank Balance $ 156,125 
247,282 -0- 

Total Cash at June 30, 1996 (Bank Balance) Less FDIC Coverage Subtotal Less Securities Pledged to Town But held in the Name of the Financial Institution (Uncollateralized - GASB Category 3) Excess of FDIC Insurance and Pledged Securities 

NOTE 3 - AD VALOREM 

$ 403,407 (200,000) 203,407 
692~755 

Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes are levied by the Town in September or October and are actually billed to the taxpayers in November. Billed taxes become delinquent on January 1 of the following year. Revenues from ad valorem taxes are budgeted in the year billed. -13- 



Gnmt Title 

TOWN OF NEW LLANO, LOUISIANA SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE YEAR ENDED JUNE 30, 1996 
Federal CFDA Number Grant Revenues 

Louisiana Community Development Block Grant 14.228 484,035 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTF, 3 - AD VALOREM (Continued) For the year ended June 30, 1996, taxes of 4.0 mills were levied on property and were dedicated to general corporate purposes. There were no material amounts of taxes receivable at June 30, 1996. 
NOTE 4 - RECEIVABLES The receivables at June 30, 1996, are as follows 
Charges for Services Other Allowance for Uncollectibles Totals 

General Fund $ 18,566 

NOTE 5 - GENERAL FIXED ASSETS 

Enterprise Fund $ 71,947 
(23,500) $ 48,447 

A summary of changes in general fLxed assets, at cost, follows: 
Buildings and Land Improvements Other Than Buildings Equipment 

Balance Beginning $ 51,867 524,606 349,427 
Additions $ 55,288 15,125 7,374 

Memorandum Total $ 71,947 18,566 (23,500) $ 67~013 

Balance Deletions Ending $ $ 107,155 239,731 356,801 
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October 10, 1996 

MAILING ADDRESS P.O. Box 12178 Alexandria, LA 71315-2178 
Tel~pbamo (318) 442-1608 Telecopier (318) 487-2027 

LAWS AND REGULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS ISSUED BY THE GAO The Honorable Vic Smith, Mayor and Members of the Board of Aldermen Town of New Llano, Louisiana We have audited the general purpose financial statements of the Town of New Llano, Louisiana as of and for the year ended June 30, 1996, and have issued our report thereon dated October 10, 1996. We conducted our audit in accordance with generally accepted auditing standards and Gow~nunent Auditing Standards., issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Town is the responsibility of the Town's management. As part of obtaining reasonable assurance about whether the general purpose f'mancial statements are free of material misstatement, we performed tests of the Town's compliance with certain provisions of laws, regulations, contracts, and grants. However, our objective was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed the following instances of noncompliance that are required to be reported herein under Government Auditing Standards for which the ultimate resolution cannot presently be determined. Accordingly, no provision for any liability that may result has been recognized in the Town of New Llano, Louisiana's 1996 financial statements. 
The Town of New Llano, Louisiana, failed to comply with certain statutory requirements regarding the budget by overexpending total budgeted expenditures by greater than five percent (5%). The general purpose financial statements do not include an adjustment for any liability that :may result from the actions of the entity in relation to violation of the budget. 

-Merabevs- American Institute of Ceaailied Public Accountants ~ Society of Louisiana, CPAs -20- 



TOWN OF NEW LLANO 

q. 3[) 

ANNUAL FINANCIAL REPORT FOR THE YEAR ENDED JUNE 30, 1996 With Comparative Totals for June 30, 1995 

.roGer provisions .of state law, this report is a public document. A copy of the re~e~l ha!: kY.~:'.~ ~ s~bnfib ted to the auciitc-:d, o~ ~eviPv,.,ed, entity and elhcr appro~mat~:~ put.flit officials. The repot1 is avaiiabie for public inspection at the Baton Rouge office of the Legislative Audi- tor and, where appropriate, at the office of the parish clerk of court q~.lease Date 

A--T/ 

t 1 I" I ( .' I f,) 
OI 
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ROZIER, HARRINGTON & McKAY CERTIFIED PUBLIC ACCOUNTANTS 

The Honorable Mayor and Board of Aldermen Town of New Llano, Louisiana 

1407 PETERMAN DRIVE ALEXANDRIA, LOUISIANA 71301 

October 10, 1996 

MAILING ADDRESS P.O. Box 12178 Alexandria, LA 71315-2178 
Tdephone (318) 442-1608 Tdecopier (318) 487-2027 

In pleaming and performing our audit of the financial statements of the Town of New Llano, for the year ended June 30, 1996, we considered the Town's internal control structure to determine our auditing procedures for the purpose of expressing an opinion on the Financial statements and not to provide assurance on the internal control structure. However, during our audit we became aware; of several matters that are opportunities for strengthening internal controls and operating efficiency. Our comments and suggestions regarding those matters are provided as follows: DELINQUENT UTILITY COLLECTIONS: Past due amounts have increased by approximately $10,000 over the last year. Most of these additiional delinquent accounts are eventually being collected; however, customer payments are slow. Our testwork determined that over thirty percent (30%) of total monthly billings are not being, collected within the allotted due dates. We recommend that New Llano review its current procedures and establish a more uniform collection and cutoff policy. Furthermore, we recommend that Mayoral approval be obtained for any delay of cutoff procedures. This will ensure equitable cutoff and billing procedures for all New Llano citizens while allowing for certain hardships and emergency situations. BUDGETING: State Law requires the inclusion of a budget message which provides a description of important features along with a smrtrnary of the financial plan, policies, objectives, assumptions, and budgetary basis. In addition, the State requires the budget to be published in the Town's official journal prior to the public hearing addressing the budget. Also, budgets for future years and arty amendments to those budgets should be published ten days before conducting public hearings. 
-Members- American Institute of Certified Public Accountants * Society of Louisimaa, CPAs 



TOWN OF NEW LLANO, LOUISIANA STATEMENT OF CASH FLOWS proprietary Fund Type For the year ended June 30,1996 With Comparative Totals for the Year Ended June 30, 1995 

Operating ineome (loss) Adjustments to reconcile operating income to net cash provided by operating activities: Depreciation (Increase) decrease in accounts receivable (Increase) decrease in due from other funds (Decrease) increase in due to other funds (Decrease) inerea.~ in accounts payable (Decrease) increase in accrued liabilities (Decrease) increase in restricted liabilities Net cash provided (used) by operating activities 
Operating transfers in (out) Net cash provided (used) by non-capital financing activities 
activities: Acquisition and eonstruetion of capital assets Net cash provided (used) by capital and related financing activities 
Interest and other income Net cash provided(used) by investing activities Net increase (decrease) in cash Beginning cash balance Ending cash balance 

Enterprise Funds 1995 
$ 60,508 $ 125,439 
11,350 (12,815) 8,985 (56,019) (5,578) 795 2,737 

6A61 14,055 59,215 4,452 632 IA91 

15,390 

(80,813) (28,606) 
5.151 
5_151 (50,309) 305A60 $ 255,151 

For tile years ended June 30, 1996 and 1995 there were no investing, capital, and finanein8 activities that did not result in cash receipts or payments. 
The accompanying notes are an integral part of the financial statments. 

5,058 
5,058 69.767 
$ 305,460 



 
TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 9 - CAPITAL PROJECTS Capital project activity for the year ended June 30, 1996, is summarized as follows 

Reveune Expenditures Excess Revenue Over Expenditures Operating Transfer In Excess Revenue and Other Sources Over Expenditures Fund Balance, Beginning Fund Balance, Ending 

LCDBG Sewer Treatment System Project fPhase D $ 484,035 484,035 
-0- -0- 

Other Miscellaneous Projects $ 255 49,665 
(49,410) 
35,481 
(13,929) 34,332 $20.403 

Total $484,290 533,700 
(49,410) 35,481 
(13,929) 
34,332 s 20,403 

- The Town has been awarded a Louisiana Colrrmunity Development Block Grant for the first phase of the construction and related improvements of the sewer treatment system. At June 30, 1996, Phase I of the project was $100% complete. Expenditures since inception of the project are summarized as follows: 
Cummt Year Previ~ous Years Total Expenditures Local Funds Federal Funds 

Construction/ Engineering $ 476,835 147,058 623,893 $ 26,790 26,790 (17,250) 
$ 7~00 24,528 31,728 $ 484~35 198,376 682,411 (17,250) 

Other Miscellaneous Project s_s - Includes funds which were previously restricted for the use of general fund construction. During the year, funds were utilitized for various street repairs and improvements. 
-16- 



OperatLng revenues: Water charges Sewer charges Service charges Miscellaneous 3'otal opera.rig revenues 

TOWN OF NEW LLANO, LOUISIANA STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS Proprietary Fund Type For "the year ended, June 30,1996 With Comparative Totals for the year Ended June 30, 1995 

Operating expenses: Water purchases Salaries and wage~ Materials, supplie~, and maintenance Office and poslage Payroll taxes Vehicle and travel hlsuranee Professional fees Miscellaneous Utilities and telephone Teehaicai training Depreeiatinn Bad debts Uniform ~d equipment rental Total operating expenses Operating income 
Interest income Total Non~,peratlng revenues (expenses) Income 0oss) before operathlg transfers 
Transfers in Transfers out Total Operating transfers In (out) Net Income (loss) Retained earnings - begtantag Prior pelSod adl~ent Retained earnlng~ as restated Retained earnings - end of year 

E 1996 1995 
$ 228,637 94,489 6,969 797 

$ 225,565 91,311 8,630 $ 330,892 325,506 

60,508 
5.151 

200,067 125.439 
5,058 5,058 65,659 130,497 

49,016 (33,627) 15,389 81,048 265,359 
265,359 $ 346,407 

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

30,497 161,286 (26,424) 134,862 $ 265,359 



 
TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) fk~mr-,ensated Absences It is not practical to estimate the amount of compensation for future absences under the Town's accounting system. Accordingly, no liability is recorded. The Town's policy is to recognize the cost of compensated absences when actually paid to employees. 
aterfund Transactions Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions that constitute reimbursements to a fund for expenditures/expenses initially made from it that are properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed. 
All other interfund transactions, except quasi-external transactions and reimbursements, are reported as transfers. Non-recurring or non-routine permanent transfers of equity are reported as residual equity transfers. All other interfund transfers are reported as operating transfers. 
Total Columns on Combined Statements - Overview Total columns on the combined statements are captioned "Memorandum Totals" to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or changes in 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. 
Bad Debts Uncollectible amounts due for ad vaiorem taxes and customers' utility receivables are recognized as bad debts through the establishment of an allowance account based on l~tistorical information which would indicate the uncollectibility of a percentage of the particular receivable. 
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TOWN OF NEW LLANO, LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL General Fund For the year ended June 30, 1996 

Revenues: Wa~es License and permits Intergovemmental iv[iscellaneous Total revenues _.Expenditures: General and administrative t~ablie safety Slxeets and drainage Capital Outlays Totalexpenditures Excess (deficiency) of revenues over expenditures OTHER FINANCING SOURCES (USES): Operating transfers in Operating transfers out Total other f'mancing sources (uses) Excess (deficiency) of revenues and and other fmanclng sources over expenditures and other uses Fund balance - beginning of year Fund balance - end of year 

General Fund 
Budset 
$ 98,000 100,000 51,000 96,000 345.000 
111,180 224,050 49,070 50.000 434,300 

Actual 
$ 97,396 138,300 57,461 80.013 373.170 
92,915 236,055 45,319 62,663 436.952 

115.000 
25,700 

41,563 (84,498) 

245.105 245.105 $ 270,805 $ 138,388 

The accompanying notes are an integral part of the financial statements 



Revenues_: Taxe~: Ad valorem Sales tax Licem~ and permits: Ck~cupationM licenses Fr,mchise lnterg,:)vemmental: TobaCCO tax Be~r tax Video Poker G/~lt revenues Miscellaneous: Fines lnlCrest Oth~ Total revenue~ Ex~eLadltures: Genelal government Public safety Streets ~d Drainage Capital Outlays Total expenditures Exce~ (deficiency) of revenues over el pendltures 

TOWN OF NEW LLANO, LOUISIANA COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE All Governmental l~tmd Types For the year ended June 30,1996 With Comparative Totals for the Year Ended June 30,1995 

OTIIER FINANCING SOURCES (USES): Ope~ding transfers in OperMing transfers out 

General 
$ 17,631 79.765 75,689 62,611 13,511 3,001 30,949 10,000 70,680 2,377 6,956 373.170 
92,915 236,055 45,319 62,663 436,952 

Capital Debt Service 

484,035 255 

41,563 (84,498) Total other llmmcln g sources (uses) (42,935) 
35,481 
35.481 (7,936) (7,936) 

Memorandum Totals 
$ 17,631 79.765 75,689 62,611 13,511 3,001 30,949 494,035 70,680 3,139 6,956 
92,915 236,055 45,319 596,363 970,652 

$ 
1995 

98,508 203,895 58,783 162,313 
(112,685) (4,515) 77,044 (92,434) 

Excc~;s (deficiency) of revenues and and other financing sources over e~:pendltuees and other uses (106,717) (13,929) (7,429) (128,075) (4,515) Fund balance - beginning Prior period adjustment Fun/t balance - as restated Fund balance, end of year $ 138,388 $ 20,403 34,332 $ 

The accompanying notes are an integral part of the financial statements. -3- 

286,866 $ 158,791 
264,957 26,424 291,381 $ 286,866 



 



The Honorable Vic Smith, Mayor and the Board of Aldermen October 10, 1996 Page 2 
We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in oar judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. 
Fixed Assets In order to maintain control of fixed assets and to serve as documentation for insurance purposes, we recommend that an inventory of the fixed assets be completed by each department. A standardized form should be used so that all necessary information can be collected. The information need is as follows: 1. Description of Assets 2. Identification Number 3. Year/Model 4. Estimated Purchase Date 5. Estimated Original Cost 6. Estimated Replacement Value We also recommend that, during the inventory and for subsequent equipment purchases, the equipment be marked with a special identification number (a sticker, tag, or other form can be used) to facilitate the taking of future inventories. Dual Signatures An important component of the internal control structure is a policy requiring two signatures for each disbursement. Based on our examination of the Town's checkbook, we determined that some of the unused checks were signed in advance. By signing blank checks the Town has circumvented the policy requiring two signatures for each disbursement. 
In order to ensure that the Town's funds are disbursed in the proper manner, we recommend voiding each document that has been signed in advance. In the future, checks should be signed only when the payee and amount portions are complete. 

-23- 



 Town of New Llmao Page 2 
We r~r.omrnend a thorough review of budget requirements to ensure that future budgets fully comply with State Law. ACCRUED LEAVE: The Town's policy states that employees forfeit accrued sick leave upon termination; however, during the course of our engagement, we encountered an instance when an employee was mistakenly compensated for accrued sick leave upon termination of employment. We recommend requesting that this amount be repaid to the Town. 
We will be available at your convenience to discuss our comments and suggestions in greater detail. Our finn will also be available to assist in implementing these recommendations. 

Partner 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Organization and Basis of Presentation The Town of New Llano (the Town) was incorporated under the provisions of the Lawrason Act and operates under a Mayor-Board of Aldermen form of govemment. The Town provides various services including public safety (police protection), streets and drainage, sanitation, public irnprovements, utility, water, sewerage and general administrative services. 
The accounting and reporting practices of the Town of New Llano, Louisiana, conform to geneially accepted accounting principles as applicable to governmental units on a consistent basis between periods. 
The following is a summary of the more significant accounting policies. Financial Reoortin~ Entity As the municipal governing authority, for reporting purposes, the Town of New Llano, Louisiana, is considered a separate financial reporting entity. The financial reporting entity consists of (a) the primary government, (b) organizations for which the primary government is financially accountable, and (c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion would cause the ieporting entity's financial statements to be misleading or incomplete. Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria tbr determining which component units should be considered part of the Town of New Llano, Louisiana, for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is Financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: 1. Appointing a voting majority of an organization's governing body, and a. The ability of the municipality to impose its will on that organization and/or 
b. The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the municipality. 2. Organizations for which the municipality does not appoint a voting majority but are fiscally dependent on the municipality. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. 
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RT ON INTERNAL 

MAILING ADDRESS P.O. Box 12178 Alexandria, LA 71315-2178 
Tdephone (318) 442-1608 Telecoi~e~ (318) 487-2027 

GOVERNMENT AUDITING STANDARDS 
The Honorable Vic Smith, Mayor and Members of the Board of Aldermen Town of New Llano, Louisiana We have audited the general purpose f'mancial statements of the Town of New Llano, Louisiana, for the year ended June 30, 1996, and have issued our report thereon dated October 10, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. The management of the Town is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with rnanagement~s authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
In planning and performing our audit of the financial statements of the Town of New Llano, Louisiana, for the year ended June 30, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to detemfine our auditing procedures for the purpose of expressing our opinion on the fmancial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. -Members- American Institute of Certified Public Accountants * Society of Louisiana, CPAs -22- 



The Honorable Vic Smith, Mayor and the Board of Aldermen October 10, 1996 Page 3 
A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control structure dements 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.. 
Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we noted the following matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. These conditions were considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the f'mancial statements of the Town of New Llano, Louisiana, for the year ended Jmle 30, 1996. 
Hilling System During fieldwork, Rozier, Harrington & McKay noted that the current billing program does not produce aged accounts receivable reports, transaction histories or records of adjustments to individual accounts. The inadequacies of the report fimctions of this system could prove to have serious internal control implications in the future. The Town has simply outgrown the capabilities of the current system. We recommend that the Town consider the need to purchase a new billing system. 
Mana~ement's Re.~oonse The material weakness that existed on June 30, 1996, was subsequently corrected. Correction was accomplished by replacing the utility billing system. Management believes that the new system will adequately address the Town's current and future needs. We also noted certain matters involving the internal control structure and its operation that we have reported to management in a separate letter dated October 10, 1996. This :report is intended for the information of the management. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
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SINGLE AUDIT REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAl. FINANCIAL ASSISTANCE PROGRAMS 

The Honorable Vic Smith, Mayor and the Board of Aldemaen Tovoa of New Llano, Louisiana 

MAILING ADDRESS P.O. Box 12178 Alexandria, LA 71315-2178 
Telephone (318) 442-1608 Telecopi~ (318) 487-2027 

We have audited the general purpose fmancial statements of the Town of New Llano, Louisiana, as of and for the year ended June 30, 1996 and have issued our report thereon dated October 10, 1996. We have also audited Town of New Llano, Louisiana's, (the Town's), compliance with the requirements governing the types of services allowed or unallowed, reporting and special tests and provisions that are applicable to each of its major federal financial assistance programs, which are identified in the accompanying schedule of federal financial assistance, for the year ended June 30, 1996. The management of the Town of New Llano, Louisiana, is responsible for the Town's compliance with those requirements. Our responsibility is to express an opinion on compliance with those requirements based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-128, Audits of State and Local Governments. Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the Town of New Llano, Louisiana's, compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. The results of our audit procedures disclosed no instances of noncompliance with the requirements referred to above. 

-Members- American Institute of Certified Public Accountants * Society of Louisimaa, CPAs -25- 



The Honorable Vic Smith, Mayor and the Board of Aldermen October 10, 1996 Page 2 
In our opinion, the Town of New Llano, Louisiana, complied, in all material respects, with the requirements governing the types of services allowed or unallowed, special tests and provisions that are applicable to each of its major federal financial assistance programs for the year ended June 30, 1996. This report is intended for the information of management. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

Certified Public Accountants 
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ADMINISTERING FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
The Honorable Vic Smith, Mayor and the Board of Aldermen Town of New Llano, Louisiana 
We have audited the general purpose f'mancial statements of the Town of New Llano, Louisiana, as of and for the year ended June 30, 1996 and have issued our report thereon dated October 10, 1996. We have also audited the Town of New Llano, Louisiana's compliance with requirements applicable to major federal financial assistance programs and have issued our report thereon dated October 10, 1996. We conducted our audits in accordance with generally accepted auditing standards; Government AudL~ng Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-128, Audits of State and Local Governments. Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misslatement and about whether the Town complied with laws and regulations, non-compliance with which would be material to a federal financial assistance program. In planning and performing our audits for the year ended June 30, 1996, we considered the Town's internal control structure in order to determIne our auditing procedures for the purpose of expressing our opinions on the Town's general purpose financial statements and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed policies and procedures relevant to our audit of the general purpose financial statements in a separate report datek[ October 10, 1996. 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) Based upon the above criteria,the Town of New Llano has no component units for the year ended June 30, 1996. Fund Accounting I~ae accounts of the Town are organized on the basis of funds or 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 purposes for which they are to be spent and the means by which spending activities are controlled. The following fund types and account groups are used by the Town: 
GOVERNMENTAL FUNDS General Fund - The General Fund is the general operating fund of the Town. It is used to account for all fmancial resources except those required to be accounted for in another fund. Debt Service Funds - Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general long-term debt and related costs. Capital Proiect Fund - Capital project funds are used to account for financial resources to be used for the acquisition or construction of major capital facilities, other than those fmanced by proprietary funds and trust funds. PROPRIETARY FUND Enterprise Fund - The Enterprise Fund is used to account for operations (a) that are financed and operated in a manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis be f'manced or recovered primarily through user charges or (b) where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability or other purposes. The enterprise rinds of the Town account for operations of a combined water and sewer system. 
ACCOUNT GROUPS General Fixed Assets Account Group - This group of accounts is used to account for f'Lxed assets of the Town other than those accounted for in the Proprietary Funds. 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) Basis of Accounting Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. All governmental funds and agency funds are accounted for using the modified accrual basis of accounting. Their revenues are recognized when they become measurable and available as net current assets. Taxpayer-assessed income, gross receipts, and sales taxes are considered "measurable" when in the hands of the Town and are recognized as revenue at that time. Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue when they are measurable and their validity seems certain. 
Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred. An exception to this general rule is principal and interest on long-term debt, which is recognized when due. 
In both governmental and proprietary funds, inventories of supplies are considered immaterial and are not recorded. The proprietary (enterprise) fund is accounted for using the accrual basis of accounting. Revenues are recognized when they are earned, and expenses are recognized when they are incurred. Utility revenues are billed on a cycle basis and are recognized in the month billed. Unbilled service receivables resulting from utility services rendered between cycle billing and the end of the month have been recognized in the accompanying financial statements. 
Budeets and Budgetary Practices The Town follows these procedures in establishing the budgetary data reflected in the financial statements. The Town Clerk prepares a proposed budget for the general fund for the upcoming year and submits it to the Mayor and Board of Aldermen no later than fifteen days prior to the beginning of that year. This budget includes proposed expenditures and the means of financing them. 2. A summary of the proposed budget is published, and the public is notified that the proposed budget is available for public inspection. At the same time, the date of a public hearing is published. 3. A public hearing is held on the proposed budget at least ten days after publication of the call for the hearing. 
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TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 

NOTE 1 - SUMMARY OF SIGN/FICANT ACCOUNT/NG POLICIES (Continued) 4. After holding the public hearing and prior to the commencement of the new year, the budget is legally enacted through passage of an ordinance, 
5. All budgetary appropriations lapse at the end of each fiscal year. Budgets for the General Fund are 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 Mayor and Board of Aldermen. Such amendments were not material in relation to the original appropriations. Lash and Cash Eauivalents and Investments 
(2ash includes amounts in demand deposits and interest-bearing demand deposits. Cash equivalents include amounts in time deposits. Under state law, the Town may deposit funds in demand deposits, interest-bearing demand deposits, money marketing accounts or time deposits with state banks organized under Louisiana law and national banes having their principal offices in Louisiana. Under state law, the Town may invest in U.S. bonds, treasury notes or certificates. These are classified as investments if their original maturities exceed 90 days; however, if original maturities are 90 days or less, they are classified as cash equivalents. The Town had no investments at June 30, 1996. )ue To/From Other Funds ~Mnounts in each fund listed as due to/from are offset by corresponding entries in other tunds. Funds shown as such are considered available for expenditure unless specifically restricted within the statements. 
Fixed Assets and Lone-Term Liabilities l?ixed assets used in governmental fund type operations (general fLxed assets) are accounted tbr in the General Fixed Assets Account Group, and they are recorded as expenditures in the governmental fund types when purchased. The Town has elected to capitalize public domain ("infrastructure") fLxed assets consisting of certain improvements including roads, bridges, sidewalks and drainage improvements. No depreciation has been provided on general fixed assets. Fixed assets are valued at historical cost, unless they were donated in which case they are valued at fair market value at the date of donation. At June 30, 1996, there were no material amounts of donated assets. Long-term liabilities expected to be financed from governmental funds are accounted for in l:he General Long-Term Debt Account Group. As of and for the year ended June 30, 1996, lahere was no activity in the General Long-Term Debt Group. -10- 



 TOWN OF NEW LLANO, LOUISIANA NOTES TO FINANCIAL STATEMENTS June 30, 1996 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) These two account groups are not "funds." They are concerned only with the measurement of financial position. They are not involved with measurement of results of operations. 
Fixed assets used in the proprietary fund type operations are included on the balance sheet of the fund at historical cost. Depreciation of all exhaustible fixed assets used by proprietary fund is charged as an expense against their operations. Accumulated depreciation is reported on the proprietary fund balance sheet. Depreciation has been provided over the estimated useful lives using the straight-line method. The estimated useful lives are as follows: Water Utility Water Lines and System Fire Hydrants Meters Equipment 
Sewer Utility Lines and System Trucks Equipment 
Contributed Capital 

50 years 10 years 10 years 5-7 years 
50 years 5 years 5-20 years 

In the Enterprise Funds, amounts contributed to the Town for acquisition or construction of fixed assets are recorded as contributed capital. Depreciation of these contributed capital a~ssets is computed using the straight-line method over the estimated useful lives of the assets and is charged as a current period expense. 
Reserves Reserves represent those portions of fund equity not appropriable for expenditure or legally segregated for a specific future use. Statement of Cash Flows "/'he Town has adopted Government Auditing Standards Board Statement No. 9 "Reporting (2ash Flows of Proprietary and Non-Expendable Trust Funds and Govermnental Entities That Use Proprietary Fund Accounting." This statement requires entities to report a statement of cash flows as part of a full set of financial statements instead of reporting a statement of changes in financial position. For the purposes of reporting cash flows, cash and cash equivalents includes all cash on hand, cash in bank and certificates of deposit. For the year ended June 30, 1996, there were no material non-cash investing activities or non-capital and related financing activities. -11- 
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ndeoendent Auditors' Reoort The ttonorable Vic Smith, Mayor and Members of the Board of Aldermen Town of New Llano, Louisiana 

MAILING ADDRESS P.O. Box 12178 Alex~dfia, LA 71315-2178 
Telephone (318) 442-1608 Telecopiel- (318) 487-2027 

We have audited the accompanying general purpose financial statements of the Town of New Llano, Louisiana as of June 30, 1996, and for the year then ended. These general purpose financial statements are the responsibility of the Town's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Governmental Auditing StatMards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurances about whether the general purpose financial statements are flee of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general purlx~se financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
In oux opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the Town of New Llano, Louisiana, as of June 30, 1996, and the results of its operations and cash flows of its proprietary fund types for the year then ended in conformity with generally accepted accounting principles. 
In accordance with Government Auditing Standards, we have also issued a report dated October 10, 1996, on our consideration of the Town of New Llano, Lonisiana's internal control structure and a report dated October 10, 1996 on its comp 

Certified Public Accountants 
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