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Eugene W. Fremaux 11 P. 0. Box 134 270 Marthaville Road

Certified Public Accountant Many, Louisiana 71449

318-256-0332
FAX 318-256-0332

INDEPENDENT AUDITOR’S REPORT

The Honorable Roger Lopez, Mayor
and Board of Aldermen
Town of Zwolle, Louisiana

I have audited the accompanying 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, as of May 31, 1999, and
for the year then ended, as listed in the table of contents. These financial
statements are the responsibility of the Town’s management. My responsibility
is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those
standards reqguire that I plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures 1in 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 purpose 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, 1999, 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 Zwolle
at May 31, 1999, and the results of operations of such funds and the cash flows
of the individual proprietary fund for the year then ended, in conformity with
generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the general
purpose financial statements taken as a whole and on the combining, individual
fund and account group financial statements, The accompanying financial
information listed as "Other Supplementary Information® in the table of contents
is presented for purposes of additional analysis and is not a reguired part of
the general purpose 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 groups, taken as a whole.

In accordance with Government Auditing Standards, I have also issued my report
dated November 26, 1999 on my consideration of the Town of Zwolle, Louisiana‘s
internal control over financial reporting and my tests of its compliance with
certain provisions of laws, regulations, contracts and grants.




The financial statements for the year ended May 31, 1998, which are included for
comparative purposes, were taken from the financial report for that year in which
I expressed an unqualified opinion dated November 25, 1998, on the general
purpose, combining, individual fund, and account group financial statements of

the Town of Zwolle, Louisiana.

EUGENE W. FREMAUX II, CPA

November 26, 1999



GENERAL PURPOSE FINANCIAL STATEMENTS
(COMBINED STATEMENTS - OVERVIEW)
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EXHIBIT B

TOWN OF ZWOLLE, LOUISIANA
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUND TYPE
GENERAL FUND
YEARS ENDED MAY 31, 1992 AND 1998

__ YEAR ENDED MAY 31,
1999 1998
Revenhues:
Taxes $347 457 $303,291
Licenses and permits 67,059 69,271
Intergovernmental 24,441 24,284
Charges for setvices 41,129 41,068
Fines and forfeits 26 476 25,924
Miscellaneous - 29,080 19,847
Total revenues ~ 535,652 ~ 483,685
Expenditures:
Current:
General government 125,081 112,673
Public safety:
Police department 207,021 170,793
Fire department 3,022 506
Highways and streets 145,903 105,533
Health and sanitation 45,928 44,481
Recreation 7,442 444
Total expenditures 534,387 - 434,430
Excess of revenues
over expenditures 1,295 49,255
Fund balances, beginning of year ~ 586,814 - 937,959
Fund balances, end of year | $588069  $586,814

The notes to the financial statements are an integral part of this statement.
6
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TOWN OF ZWOLLE, LOUISIANA

COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS -

Operating revenues:
Water charges
Sewer charges
Tap, connect and reconnect fees
Total operating revenues

Operating expenses!
Water Department:

Audit fee

Bad debt expense
Depreciation

Insurance

Miscellaneous

Office supplies

Payroll taxes

Rent

Repairs and maintenance
Salaries

Supplies

Telephone

Trave!

Truck expense

Utilities

Total water department expenses

Sewer Department.
Chemicals
Audit fee
Consultant fees
Deprecistion
Insurance
Miscellaneous
Office supplies
Payroll taxes
Repairs and maintenance
Salaries
Sewer testing
Supplies
Trave!
Truck expenses
Utilities
Total sewer department expenses

Tota! operating expenses
Operating income (loss)
Nonoperating revenues (expenses).

Interest income
Interest expense

Net income (loss)

Retained earnings, beginning of yeas

Retained earnings (deficit}, end of year

PROPRIETARY FUND TYPE

YEARS ENDED MAY 31, 1993 AND 1998

The accompanying hotes are an integral part of these statements.

8

1999

$168,856

51,980
16,468
237,304

1,725
354
37,003
5,999
7,438
2533
3,318
2,681
15,974
43,368
18,047
681
300
1,728
18,523

- 159,672

2,673
1,725
0
30,592
2,532
1,966
0

801
12,497
11,783
4,185
5,397
0

197
34,536

109,184

268,856

(31,502)

15,809
(36.795)
(20.986)
(52,538)

(13.276)

—_— -

EXHIBIT D

~ YEARENDED MAY 31,

1008

$169,714
51,443
13,799
234,956

1,725
(110)
37,856
5,888
1,347
2,660
2.934
1,751
11,639
33,850
10,674
1,288

532

2417
20,360
134,811

1,299
1725

0
23,491
2,192
1,575
337
895
17,368
10,393
4,260
9,025
20
1,060
3,776
73,376

208,187
26,769
13,937

(37,091)
(23,154)

3615
(16,891)



TOWN OF ZWOLLE, LOUISIANA

COMPARATIVE STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPE

YEARS ENODED MAY 31, 1898 AND 1998

Cash flows from operating activities:
Cash received from customers

Cash payments to suppliers and employees
Cash received from customers' deposits
Cash refunded for customers' deposits

Net cash provided by operating activities

Cash flows from cagital and related financing activities:
Principal paid on revenue bonds
Grant funds received from Louisiana
Grant funds received from federal sources
Interest paid on revenue bonds
Payments for consturction activities

Payments for capital acquisitions

Net cash provided (used) by capital and
related financing activities

Cash flows from investing activities:
Receipt of interest

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating income (loss) to net cash
provided by operating activities:
Operating income (loss)

Adjustments to reconcile operating income (loss) to net
cash provided by operating activities:
Depreciation
Provision for doubtful accounts receivable
(Increase) decrease in accounts receivable
{Increase) decrease in prepaid expenses
Increase (decrease) in sales taxes payable
Increase (decrease) in accounts payable
and accrued wages payable
Increase in customers’ deposits
Increase (decrease) in due to other funds

Total adjustments to operating income (loss)

Net cash provided by operating activities

The accompanying notes are an integral part of these statements.

S

. (45,788)

$243,916

(290,229)
4,950

~(4,425)

(8,769)
417,042
75,457
(35,831)

(559,702)

. (2,000)

(114,803

15,808

. 15,809

(144,782)

537,735

$392,953

—-

($31,552)

67,595
354
6,612
(125)
15

39,049
525
(128,261)

(14,236

(345,788)

EXHIBIT E

.. YEAR ENDED MAY 31,
1999

- 1908

$227,701
(68,466)

5,800
(5,575)

~ 159,460

(9,004)
39,943

(35,695)
(21,053)
(26,034)

- (52,743)

13,937
13,937

120,654

. 417,081

$237.735

$26,769

61,347
(84)
(7,255)

0
(124)

24,655
225
53,927

- 132,691

$159,460



TOWN OF ZWOLLE, LOUISIANA
NOTES TO FINANCIAI, STATEMENTS
MAY 31, 1999

(1) Summary of Significant Accounting Policies

The Town of Zwolle was incorporated September 13, 1889, under the provisions of a home
rule charter. The Town operates under a Mayor-Board of Aldermen form of government.

The accounting and reporting policies of the Town of 2wolle conform to generally
accepted accounting principles (GAAP) as applicable to governments. The Governmental
Accounting Standards Board (GASB) 1is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles, Such
accounting and reporting procedures also conform to the requirements of Louisiana
Revised Statutes 24:517 and to the guideg set forth in the Louisiana Governmental Audit
Guide, and to the industry audit guide, Audits 0f State and Local Governmental Units.

The more significant of the government'’s accounting policies are described below.

Principles determining scope of reporting entity

In evaluating how to define the Town of Zwolle for financial reporting purposes,
management has considered all potential component units. The decision to include a
potential component unit in the reporting entity was made by applying the criteria set
forth in GAAP. The basic, but not only, criterion for including a potential component
unit within the reporting entity is the governing body’s ability to exercise oversight
responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority,
the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential
component units is the scope of public service. Application of this criterion involves
considering whether the activity benefits the government and/or its citizens, or
whether the activity is conducted within the geographic boundaries of the government
and 1s generally available to its citizens. A third criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the government is
able to exercise oversight responsibilities. Based upon the application of these
criteria, the financial statements of the Town of 2Zwolle consists of only the funds and
account groups since the Town has no oversight responsibility for any other
governmental entity.

Fund accounting

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 generic fund types and two broad fund categories
as follows:

Governmental Fund - General Fund

The General Fund 1s the general operating fund of the Town. It is used to
account for all financial resources except those reguired to be accounted for

10




TOWR OF ZWOLLE, LOUJISTANA
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1999

in another fund.

Capital Projects Fund

The Capital Projects Fund 1s used to account for financial resources to be used
for the construction of major capital facilities.

Proprietary Fund - Enterprise Fund

Enterprise funds are uged to account for operations (a) that are financed and operated
in a manner similar to private business enterprises - where the intent of the governing
body is that the costs (expenses, including depreciation) of providing water and sewer
services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b} where the governing body has decided the periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate
for capital maintenance, public policy, management control, accountability, or other
purposes,

In addition to the two bread types of governmental funds, the Town also maintains one
account group as described below:

General Fixed Assets Account Group -

This 1s not a fund but rather an account group that is used to account for general
fixed assets acqguired principally for general purposes and excludes fixed assets in the
Enterprise Fund.

Fixed assets angd lona-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 liabilities are generally
included on their balance sheets.

Fixed assets used in governmental fund type operations (general fixed assets) are
accounted for in the General Fixed 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 cost is not available. Donated fixed assets are stated at their estimated
fair market value on the date donated. Repairs and maintenance are recorded as
expenditures; renewals and betterments are capitalized.

Long-term liabilities expected to be financed from governmental funds are accounted for

in the General Long-Term Debt Account Group. The Town has no long-term liabilities as
of May 31, 1995.

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.

11




TOWN OF ZWOLLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
MAY 31, 1989

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 method. The estimated useful lives are as
follows:

Water and sewer system 10-50 years

Water wells and pumps 20 years

Water filter systems 10-25 years

Water meters and hydrants 25 years

Trucks 5 years

Equipment h-25 years

Bagis of accounting

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 measurement focus, only current assets and
current liabilities 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.

Rll proprietary funds are accounted for on a flow of economic resources measurement
focus, With this measurement focus, all assets and liabilities associated with the
operation ©f 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., expenses) 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
(1.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 liabilities 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
governmental fund revenues. Expenditures are generally recognized under the modified
accrual basis of accounting when the related fund liability is incurred except that
accumulated unpaid vacation and sick pay are not 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 thelr receipt occurs soon enough after the end of the
accounting period so as to be both measurable and available. Taxpayer assessed inconme,
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

12




TOWN OF ZWOLLE, I.OUISTANA
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1999

are recorded when received in cash because they are generally not measurable until
actually received.

The proprietary fund is accounted for using the accrual basis of accounting whereby
revenues are recognized when they are earned and expenses are recognized when they are
incurred.

The Town reports deferred revenue on its combined balance sheet. Deferred revenues
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.,

Budgets and Budgetary Accounting

The Town follows these procedures in establishing the budgetary data reflected in these
financial statements:

1. The Town Treasurer prepares a proposed budget and submitg same to the Mayor and
Board of Aldermen no later than fifteen days prior to the beginning of each fiscal
year.

2. A summary of the proposed budget 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 public hearing 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 transfer of funds from one department, program
or function to another or involving increases in expenditures resulting from revenues
exceeding estimated amounts require the approval of the Board of Aldermen.

6. All budgetary appropriations lapse at the end of each fiscal year.

7. The budget for the General Fund i1s 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 1s adopted for the Proprietary Fund on an accrual basis.

Cash and cash equivalents

- Consistent with GASB Statement 9, Reporting Cash Flows of Proprietary and Nonexpendable
Trust Funds and Governmental Entities That Use Proprietary Fund Accounting, the Town
of Zwolle defines cash and cash equivalents as follows:

13




TOWN OF ZWOLLE, LOUISTANA
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1959

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
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.

Comparative data

Comparative total data for the prior year have been presented in the accompanying
financial statements in order to provide an understanding of changes in the Town'’s
financial position and operations. However, comparative (i.e., presentation of prior
year totals by fund type) data have not been presented in each of the statements since
their inclusion would make the statements unduly complex and difficult to read.

Total columns on combined statements - overview

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 1is 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 vacation depending on job classification,

length of service, and other factors. Employees’ vacation earned does not accumulate
or vest. Therefore, no liability for compensated absences has been recorded in the
accompanying financial statements. The 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 delinguent on January 1 of the following year and
penalties are assessed. All ad valorem tax revenues are recognized in compliance with
NCGA Interpretation - 3 and GASB Codification Section P70 (Revenue Recognition -
Property Taxes) which states that such revenue is recorded when it becomes measurable
and available. Available means due, or past due and receivable within the current
period and collected no longer than 60 days after the close of the current period.

14




TOWN OF ZWOLLE, LOUTISIANA

NOTES TO FINANCIAL STATEMENTS
MAY 31, 1999
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The Town bills and coliects its own property taxes using the assessed values determined

by the tax assessor of Sabine Parish.

For the vyear ended May 31, 1999,
assessed valuations totaling §5,590,490.

for general corporate purposes.
to $348.

(3)

Interfund Receivables and Payables

Individual interfund receivables and payable balances at May 31,

taxes of 7.55 mills were levied on property with

Total taxes levied were 542,209 which were
Ad valorem taxes receivable at May 31,

1999 amounted

1999, were as follows:

Interfund Intexrfund

Fundg Receivables Payables
General Fund S 86,322 S O
Proprietary Fund 0 86,322
Total S 86,322 S 86,322

— — i arw e -

(4)

Due from Other Governmental Units

Amounts due from other governmental units at May 31, 1999,

General Fund
Beer, tobacco, and video poker taxes due
from the State of Louisiana

Enterprise Fund
Due from State of Louisiana-capital outlay

(b) Restricted Assets — Proprietary Fund Type

et P ] L. .,

consisted of the fellowing:

— ey pr— - L B

Restricted assets were applicable to the following at May 31:

1999

Customers’ deposits S 21,775
Revenue bonds:

Sinking fund 4,308

Reserve fund 21,418

Depreciation & contingency fund 21,418

Construction fund 2,456

Total restricted assets S 71,375

— — — — i gy i
— i e mm e o ——

Changes in Fixed Assets

()

A summary of changes in general fixed assets follows:

15

1998

S 21,250

4,223
18,549
18,549
21,700

— e dr— — — —




TOWN OF ZWOLLE, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1999

BALANCE BRLANCE
JUNE 1, MAY 31,
1998 ADDITIONS  DEDUCTIONS 1299

Land S 12,172 S 0 S O S 12,172
Buildings 85,260 929 O 86,189
Eguipment 96,801 10,242 0 107,043
Autos and trucks 145,558 45,294 12,000 178,852
Coding of ordinances 3,250 O O 3,250
Recreation equipment 34,860 5,000 _ D 39,860
Total £377,901 $61,465 5 12,000 5427,366

— d— — — — — — — e . — —— —— — e e drw— W— — B i EE o o — e E—
— . — — —— —— — — e mmrwr e S T — — e g et e —— — ————— e I —

A summary of proprietary fund type property, plant and eguipment at May 31, 1699
follows:

Building S 5,940
Water system 1,203,589
Sewer system 1,322,619
Water wells and pumps 152,463
Water filter systems 33,252
Water meters and hydrants 21,604
Trucks 15,432
Equipment 26,235
Construction in progress — sewer upgrade 75,459
Total 2,856,593

L.ess accumulated depreciation (847,518)
Net $2,009,075

(7) Retirement System

All employees of the Town of Zwolle, including police employees, are covered under the
Social Security System. The employees pay 7.65% of their total salaries into the
system, while the Town pays in a like amount. The Town contributed $21,414 to the
Social Security System for the year ended May 31, 1999 while the employees contributed
a similar amount. The payrecll for employees covered by the Social Security System for
the year ended May 31, 1999 was $279,919; the Town‘s total payroll was $279,919. Data
concerning the actuarial status of this system are unavailable. Future deficits in
this system will be financed by the Federal government and the Town has no further
liability to the system.

{8) Lease Obligations

The Town 1s obligated under a certain lease accounted for as an operating lease. This
lease is for the use of land comprising 2.98 acres for the operation and drilling of
water wells. The term of the lease is forty vyears with an annual rental of §1,500
payable monthly at $125 per month. Operating leases do not give rise to property
rights or lease obligations, and therefore the results of the lease agreement is not
reflected in the Town’s account groups. The following is a schedule by years of future
minimum rentagl payments under operating leases that have initial or remaining
noncancelable lease terms in excess of one year as of May 31, 1999:
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TOWN OF ZWOLLE, LOUISIANA
NOTES TO FINANCIAI, STATEMENTS
MAY 31, 1999

Year ending

May 31 Amount
2000 1,500
2001 1,500
2002 1,500
2003 1,500
2004 1,500

L. ater years 39,125
Total minimum payments required S46,625

— e o ———— s .

(9} Cash and Investments

Loulsiana revised Statutes authorize the Town to invest in United States bonds,
treasury notes or certificates, or to deposit funds in demand deposits, interest
bearing demand deposits, money market accounts, or time deposits with state banks
organlzed under Louisiana law and national banks having their principal offices in

L.oulisiana.

As described in Note 1, cash equivalents include all short term highly liquid
investments that are readily convertible to known amounts of cash and are so near their
maturity that they present insignificant risk of changes in value because of interest
rates. Generally, only investments which, at the date of purchase, have a maturity
date no longer than three months qualify under this definition.

At May 31, 1999, the Town of Zwolle has cash and investments totaling $881,140, as
follows:

General Enterprise
Fund Fund __Total
Demand deposits S (4,217) S 2,456 S (1,761)
Money market accounts 191,393 190,476 381,869
Savings accounts 832 0 832
Investments 300,000 200,000 500, 000
Petty cash 100 100 _ 200
Total cash and investments 5488, 108 $393,032 $881,140

— s e S w—w — —— A e o ww e — —— e i o ——

OCf the total of $881,140 deposited in demand and time deposits as of May 31, 1999,
$172,752 was secured through federal depository insurance and $708,188 was secured by
the pledge of securities owned by the depository bank. These securities are held in
the name of the pledging bank in a custodial bank that is mutually acceptable to both
parties. These secured deposits are considered uncollateralized under the provisions
of GASB Statement 3; however, Louisiana Revised Statutes require the custodial bank to
advertise and sell the pledged securities within ten (10) days of being notified by the
Town that the pledging bank has failed to pay deposited funds upon demand,

(10} Long-term Debt

On October 29, 1991, the Town entered into an agreement with Farmers Home
Agdmanistration (FmHR) to allow the Town to undertake a water system improvement project
at an estimated cost of §$975,000. Funding for the project was provided by FmHA by
means of 1ssuance of §780,000 of revenue bonds (Bonds) and by a $195,000 grant. On
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TOWN OF ZWOLLE, LOUISIANA

NOTES TO FINANCIAI, STATEMENTS
MAY 31, 1989

April 20, 1992, the Town executed a "Project Advance Agreement" with the Louisiana
Public Facilities Authority (LPFA) to provide interim financing for the water system
improvement project based on the commitment for permanent financing from FmHA, On
September 25, 1993 the Bonds were issued and the interim financing with LPFA was
repaid. The Bonds bear interest at the rate of five percent (5%) from the date of
issuance, Principal and interest on the Bonds are payable over a forty (40) year
period, with the first payment consi

sting of interest only ($3%,000) which was due on the first anniversary of the issuance
date {(September 25, 1993). Commencing cone month after the first anniversary date, and
monthly thereafter, payments of principal and interest will be §$3,799 meonthly.

The feollowing is a schedule by years o©of future principal payments under the above
Bonds:

Year ending

May 31 Principal Interest Total
2000 9,856 35,727 45,583
2001 10,356 35,227 45,583
2002 10,886 34,697 45,583
2003 11,443 34,140 45,583
2004 12,028 33,555 4,583
Later years 680,446 526,874 1,207,320

Total $721,039 $751,034 $1,472,073

A o T o e ———

— math . EEE - E— E— — r— e e e w— ——
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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 reasconable 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 egual to one-twelfth

(1/12th) the interest falling due on the next interest payment date during the
first year the Bonds are outstanding and, thereafter, a sum egual to the total
amount of principal and interest falling due on the next principal and interest
payment date together with such additional proportionate sum as may be required
to pay said principal and interest as the same respectively become due. Monthly
deposits of §$3,250 are reguired through September 25, 1993, and $3,799 monthly
thereafter. The balance reguired at May 31, 1889 is §3,799. The present
balance is $4,308.

(C) There will be set aside monthly into a "Water Revenue Bond Reserve Fund”
(the "Reserve Fund”), commencing with the month following completion of and
acceptance of the improvements and extensions financed with the proceeds of the
Bonds, a sum at least equal to five percent (5%) of the amount to be paid into
the Sinking Fund provided for in paragraph (b) above, the payments into the
Reserve Fund to continue until such time as there has been accumulated in the
Reserve Fund a sum equal te the highest combined principal and interest falling
due in any year on the Bonds as a Debt Service Reserve, the money in the Reserve

18



TOWN _OF ZWOLLE, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1999

Fund to be retained solely for the purpese of paying the principal of and
interest on bonds payable from the Sinking Fund as to which there would otherwise
be default. Monthly deposits of $163 are reguired through September 25, 1993 and
$190 monthly thereafter until the balance reaches $45,583. The balance required
at May 31, 1999 is $14,55%2. The present balance is $21,418,

(d) There will be get aside monthly into a "Water Depreciation and Contingency
Fund" (the "Contingency Fund") to care for depreciation, extensions, additions,
improvements and replacements necessary to operate properly the System,
commencing with the month following completion of and acceptance of the
improvements and extensions financed with the proceeds of the Bonds, the sum of
$193 per month. The balance required at May 31, 1999 is $15,440. The present
palance is §21,418.

A portion of retained earnings is reserved to cover these restricted assets for future
debt service on the revenue bonds.

(11) Sales and Use Tax

On April 16, 1988, the voters of the Town of Zwolle approved a 1% sales and use tax
upon the sale at retail, the use, the lease or rental, the consumption or storage for
use or consumption of tangible personal property 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, 1999 amounted to $18,203.

(12) Deficit in Retained Earnings

The retained earnings deficit in the Utility Fund at May 31, 1999 is due primarily to
an unusually high level of repairs during 1995, engineering fees of $50,960 related to
design work on a new wastewater processing plant, which design was subsequently
abandoned by the Town, and increased operational costs of the wastewater treatment
plant as a result of plant upgrades which became operational in October 1998, In
September 1999 the Town increased water and sewer rates, effective December 1, 1999,
to return the Utility Fund to profitability and to eliminate the deficit in retained
earnings within the next several years.

(13} Contingencies

Department of Environmental Quality

On June 28, 1991, the Louisiana Department of Environmental Quality (DEQ) issued a
"Compliance Order" which alleges the Town violated La. R.S. 30:2076(A)(1l)(a} by
allowing the discharge of inadequately treated waste water. The "Compliance Order"
specified certain interim effluent limitations and monitoring and reporting
requirements until December 31, 1992 and effluent limitations and monitoring and
reporting reguirements to be followed after January 1, 1993. The order also requires
certain reports to be submitted to DEQ. Should the Town fail to comply with this
"Compliance Order”, the Town could be assessed civil penalties in an amount not to
exceed 550,000. The Town 1is 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, 19896 the Town received a
Water Discharge Permit from DEQ with a reqguirement that construction of the wastewater
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upgrade project be completed by October 1, 1997. On December 22, 1997 the Town awarded
a construction contract in the amount of 5434,000 for sewer plant improvements which
will allow the Town of meet DEQ requirements. Funding for this project is coming from
the Louisiana Capital Outlay Budget. This project was completed in October 1998.

Grant Audits

The Town receives Federal and State grants for specific purposes that are subject to
review and audit by Federal and State agencies. Such audits could result in a reguest
for reimbursement by the State for expenditures disallowed, if any, under the terms and
conditions of the appropriate agency.

Engineering fees

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. These feeg were
subject to potential litigation, however the Town settled this matter in November 1998
for §19,000 and this amount has been added to the water improvement project costs.

The Town has been billed by Balar 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 been abandconed by the Town. The amount and payment of these fees have
been in dispute, and Balar Associates, Inc. filed suit against the Town on October 18,
1995 to recover the billed fees. The Town has recorded an expense of 550,960 relating
to this contract, however the Town plans to contest this suit.

Year 2000

The Town has estimated that approximately $5,000 will have to be expended to become
year 2000 compliant. The Town does not expect any interruption of critical services.

(14) Pending Litigaticn

In addition to the legal proceeding discussed in Note 13, the Town is a party to other
legal proceedings invelving 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 financial statements.

{15) Reclassifications

Certain reclassifications of 1998 amounts in the financial statements have been made
for comparability purposes.
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FINANCIAL STATEMENTS
OF INDIVIDUAL FUNDS
AND ACCOUNT GROUPS

* K K % * %

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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EXHIBIT F-1

TOWN OF ZWOLLE, LOUISIANA
GENERAL FUND
BALANCE SHEET

MAY 31, 1899 AND 1998

ASSETS 1993 1998
Cash and cash equivalents $188,108 $360,089
Investments 300,000 0
Receivables 20,480 20177
Due from Water and Sewer Fund 86,332 214 593
Due from State of Louisiana 3,962 4 363
Prepaid insurance 10,989 4,214
Total assets $609,871 - $603,436
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable $8,446 $5,094
Payroll taxes withheld and payable 3,571 2,974
Accrued wages payable 9,785 8,254
Unearned revenue 0 300
Total liabilities _...21,802 ~ 16622
Fund Balance:
Fund balance - undesignated 588,069 ~ 586,814
Total fund balance ~ 588,069 - 586,814
Total liabilities and fund balance - $609,871 - $603,436

The accompanying notes are an integral part of these statements.
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EXHIBIT F-2
Page 1 of 3
TOWN OF ZWCLLE, LOUISIANA

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

BUDGET (GAAP BASIS) AND ACTUAL
YEAR ENDED MAY 31, 1989
WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31, 1998

1999 1998
VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE ACTUAL
Revenues:
Taxes:
Ad valorem taxes $40.000 $43.,270 $3,270 $40.081
Franchise taxes 37,000 44 672 7,672 41,148
Sales taxes 209,000 259515 50515 222,062
Total taxes 286000 347457 61457 303,201
Licenses and permits:
Occupational licenses 62,000 65,270 3270 64,394
Beer licenses 2,000 1,788 (211) 2,790
Total licenses and permits 64,000 67,059 3059 67,184
Intergovernmental:
Beer tax 6,800 8,192 1,392 5,746
Tobacco tax 9.200 9,255 55 g 255
Video poker 2,000 1,820 (180) 1,918
Federal and state grants 0 0 0 4 792
Payment in lieu of tax - Sabine
Parish Housing Authority 3,600 5174 1,574 4,660
Total intergovernmental
revenue .. 21,600 | 24,441 __egal 26371
Charges for services:
Garbage and trash charges 42,500 - 41,129 - (1,371) 41,068
Total charges for services 42,500 - 41,129 ~(1,371) 41,068
Fines and Forfeits:
Fines 24000 26476 2476 25,924
Total fines and forfeits - 24,000 - 26,476 2476 25,924
Miscellaneous revenues:
Interest income 10,000 14,205 4.205 11,251
Other _ 8,700 14,885 6,185 8,596
Total miscellaneous revenues 18,700 29,080 - 10,390 19,847
Total revenues 456,800 535652 78,852 483,685

The accompanying notes are an integral part of these statements,
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EXHIBIT F-2

Page 2 of 3

TOWN OF ZWOLLE, LOUISIANA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET (GAAP BASIS) AND ACTUAL
YEAR ENDED MAY 31, 1999
WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31, 1998

The accompanying notes are an integral part of these statements.
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1999 o 1998
VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
Expenditures:
Current:
General government:
Salaries - Administrative $0 $0 $0 $0
Salaries - Mayor & Alderman 27,000 27,385 385 22,500
Salaries - office 15,000 21,002 6,092 14,159
L egal & accounting 2,000 2,798 798 3,301
Payroll taxes 3,213 3,708 495 3,016
Unemployment benefits 0 0 0 7
Office supplies & printing 6,300 8,328 2,028 5,733
Insurance 14,350 0943 (4,407) 8,183
Courl cosis 0 0 0 0
Depot maintenance 400 262 138 8
Audit 3,450 3,450 0 3,450
Dues and subscriptions 600 875 (275) 377
Advertising 3,000 2,413 587 1,080
Supplies 5,500 4,448 1,052 4 528
Utilities and telephone 11,520 13,396 {1,876) 11,342
Collection fee 3,900 4,566 (666) 4 940
Repairs & maintenance 1,250 3,002 (1,752) 1,482
Trave! & seminars 8,000 5,844 156 5273
Miscellaneous 2,100 6,019 (3,919) 10,207
Fiesta expense 2,000 1,493 507 1,650
Capital outlay 3,000 6,059 {(3,099) 5,686
Total general government 110,583 125081 (14,498) 106,922
Public safety:
Police department.
Salaries 121,000 118,132 2,868 120,142
Training 1,200 1,240 (40) 1.071
Jaill expense 0 2,565 (2,965) 0
Police car expense 17,500 21.010 (3,510) 17,665
Insurance 15,650 18,815 (3,165) 14,767
Miscellaneous 5,900 2,720 3,180 3,248
Supplies 3,000 4 889 (1,889) 2.246
Payroll taxes 9 257 9037 220 9,191
Telephone 1,200 1,080 110 BOG
Uniform maintenance 1,500 1,084 {(484) 2,080
Capital outlay 22000 25,539 (3539) 1,835
Total police depariment 198,207 - 207,021 (8.,814) 173,151



EXHIBIT F-2

Page 3 ot 3

TOWN OF ZWOLLE, LOUISIANA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET (GAAP BASIS) AND ACTUAL
YEAR ENDED MAY 31, 1999
WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31, 1998

1999 o 1998
VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
Expenditures: (continued)
Fire department %0 - $3,022 - ($3,022) - $506
Highways and streets:
Salaries 40,000 28.916 11,084 39,521
Payroll taxes 3,060 2212 848 3,023
Repairs & maintenance 105,500 51,120 54,380 2,678
Supplies & materials 12,000 3,504 8,496 20,171
Miscellaneous 650 1,633 (983) 1,368
Street signs 1,200 0 1,200 0
Street lighting 20,000 18,480 1,520 18,007
Street truck & tractor expense 4,500 9,506 (5,006) 4,414
Insurance 5,400 8,608 (3,208) 7,429
Capital outlay 20000 21,924  (1924)  _ 10,015
Total highways and streets 212,310 145803 66407 106,626
Health and sanitation:
Salaries 32.000 29 243 2,757 31,464
Payroll taxes 2,448 2237 211 2,407
Garbage truck expense 4 400 2,980 1,420 1,773
Miscellaneous 700 637 63 571
Insurance 6,350 10,397 (4,047) 10,354
Supplies 400 434 (34) 212
Capital outlay .0 0o 0o o0
Total health and sanitation 46,298 - 45,928 _ 370 - 46,781
Recreation:
Repair & maintenance 700 146 554 159
Miscellaneous 145 2,251 (2,106) 285
Capital outlay 5,000 5,000 0 0
Utilities ... 200 45 185 . 0
Total recreation 6045 7442 (1397) 444
Toltal expenditures - 573,443 - 534,397 - 39,046 - 434,430
Excess (deficiency) of revenues over (under)
expenditures (116,643) 1,295 117,898 49,255
Fund balance, beginnning of year - 586,814 586,814 0 037,559
Fund balance, end of year $470,171 $588,069 $117,898 $586,814

The accompanying notes are an integral part of these statements,
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ENTERPRISE FUND

Water and Sewer Fund - To account for the provision of water and sewer services to
residents of the Town. BAll activitiles necessary to provide such services are accounted
for in this fund, including, but not limited te¢, administration, operations,
maintenance, financing and related debt service, and billing and collection.
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ASSETS

Current assels:

TOWN OF ZWOLLE, LOUISIANA

ENTERPRISE FUND - WATER AND SEWER FUND

COMPARATIVE BALANCE SHEET
MAY 31, 1999 AND 1968

Cash and cash equivalents

Investmentis, at cost

Accounts receivable, net of aliowance for
doubtful accounts of $3,207 in 1999 and $2,853 in 19988
Due from state of Louisiana

Prepaid expenses

Total current assets

Restricled assets;

Cash and cash equivalents
Customers' deposits

Revenue bonds:
Sinking fund
Reserve fund

Depreciation & contingency fund

Construction fund

Total restricted assets

Land
Plant and equipment,

at cost, net of accumulated

depreciation of $847.518 in 1999 and $779,923 in 1998

Total assets

The accompanying notes are an integral part of these statements.
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1999

$121,578
200,000

22,545
43,015

387,263

21,775
4,308
21,418
21,418
1,375

1,560

2,009,075

32,469,273

125,

. 2,456

EXHIBIT G-1
Page 1 of 2

1998

$453,464
0

29,511
0

482,975

21,250
4,223
18,549
18,549
21,700
84,271
1,560

1,533,968

$2,102,774



ENTERPRISE FUND - WATER AND SEWER FUND
COMPARATIVE BALANCE SHEET

TOWN OF ZWOLLE, LOUISIANA

MAY 31, 1899 AND 1088

LIABILITIES AND FUND EQUITY

Liabiiities:

Current liabilities {payable from current assets):

Accounts payable
Sales taxes payable

Due 1o Generzal Fund

Total current liabilities {(payable from current

assels)

Current hiabilities (payable from restricted assets):

Customers’ meter deposits
Accounts payable

Walter revenue bonds
Interest payable

Total current liabilities (payable from restricted

assels)

Long-term labilities:
Water revenue bonds

Total habilities

Fund equity:

Contributed capital-
Municipality
Federal Revenue Sharing
HUD block grant
FHA grant

Louisiana sewer grant
LDUCA CDB grant

Total contributed capital

Retained earnings (deficit):
Reserved for revenue bonds-
Sinking fund
Reserve {und
Depreciation & contingency fund
Construction fund
Unreserved {deficit)

Total retained earnings (deficit)
Total funa equity

Total liabilities and fund equity

1899

$102,807
404
86,332

. 189,543

21,775
0

9,856
247166

34,397

711,183

935,123

133,944
62,540
712,272

185,000

500,000

636,208

- 1,593,964

4,308
21,418
21,418

2,456

- {115,414)

(65,814)
1,534,150

$2,469,273

The accompanying noles are an integral pant of these statements,
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EXHIBIT -1

Page 2 of 2

1998

$63,758
389
244,593

278,740

21,250
19,000

0,253
1,802

51,305

721,955

1,051,600

133,944
62,5940
72,272

195,000
39,943

560,751

1,064,450

4,223
18,549
18,549

2,700

{(57,297)

(13,276)

1,051,774

$2,102,774



COMPARATIVE STATEMENT O
WATER AND SEWER FUND - BUDGET
YEARS ENDED MAY 31, 1892 AND 1908

Operating revenues:
Water charges
Sewer charges
Tap, connect and reconnect fees
Total operaling revenues

Operating expenses.
Water Depariment.
Audit fee
Bad debt expense
Depreciation
Insurance
Miscellaneous
Oflice supphies & postage
Payroll taxes
Rent
Repairs and maintenance
Salaries
Supplies
Telephone
Travel
Truck expense
Utilities
Total waler department expenses

Sewer Department
Chemicals

Audit fee

Consuliant fees
Depreciation

Insurance

Miscellaneous

Office supplies

Payroll taxes

Repairs and mainienance
Galaries

Sewer testing

Supplies

Trave)

Truck expenses

Utiiities

Total sewer department expenses

Total operating expenses
Operating income (0ss)
Nonoperating revenues (expenses):

Interest income
Interest expense

Net income (loss)

Retained earnings, beginning of year

Retained earnings (deficit), end of year

TOWN OF ZWOLLE, LOUISIANA

fgee
BUDGET ACTUAL
$170,000 $168,856
53,000 51,980
12,950 16,468
235950 237,304
1,750 1,725
20 354
37.000 37,003
9,450 5,999
Q00 7,438
4,100 2533
2678 3318
1,950 2. 681
22,770 15,974
35000 43 368
28,000 18,047
1,004 681
1,500 300
4,000 1,728
19000 18523
168802 159672
6,000 2,673
1,700 1,725
0 0
23,000 30592
1,400 2 532
844 1,566
50 0
B42 901
12,000 12,497
11,000 11,783
3,500 4185
3,000 5397
2,900 0
0 797
_. 33000 34,536
98836 109,184
267638 268,856
(31,688) ) @_1 o02)
11,000 15,809
 (37.256) (36,795
(26,256) (20,986)
(57,944) (52,538)
o (13276)  (13,276)
($71,220) _($65,814)
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The accompanying notes are an integral part of these statements.

F REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS -
(GAAP BASIS) AND ACTUAL

" VARIANCE
FAVORABLE
(UNFAVORABLE)

($1,144)
(1,020)
3518

- 1,354

25
(304)
{3)
3,451
(6,538)
1,567
(640)
(1,131)
6,796
(8,368)
Q953
373
1,200
2,272
477

8330

—— ——

3327
(29)

0
(7,592)
(1,132)
(722)
50
(59)
(497)
(783)
(685)
(2,397)
2 500
(797)

. (1539)
. (10,345)

- 1.218)

136

4,809
461

5,270

5,406

0

- 32,406,

EXHIBIT G-2

1998

ACTUAL

$169,714

51,443
13,799

| 234,956

1,725
(110)
37,856
5 888
1,347
2,660
2934
1,751
11,639
33,850
10,674
1,288
532
2,417
20,360

_ 134,811

1,259
1,725
O
23,451
2,192
1,575
337
835
17,368
10,393
4,260
5,025
20
1,060
3,776

73376

208,187

26,769

13,937
(37,091}
(23,154)

3,615

(16.891)

. ($13,276)
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GENERAIL 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

General fixed assets, at cost:

Land

Buildings

Equipment

Automobiles, trucks and machinery
Coding of ordinances

Recreation equipment

Tolal general fixed assets

Investment in general fixed assets:

General fund revenues
Federal revenue sharing funds
Grants

Contributions

Total investment in general fixed assets

The accompanying notes are an integral part of these statements.

MAY 31, 1999 AND 1998

31

1999

$12172

86,189
107,043
178,852

3,250

39,860

$271,648
120,215
16,774

18723

:.".§'I_'4i_.2"2_, :_3_66 }

EXHIBIT H-1

1998

$12,172
85,260
96,801
145,558
3,250
34,860

L $377,901

$222,183
120,215
16,774
18,729

L $377,901
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CAPITAL PROJECTS FUND

The Capital Projects Fund is used to account for financial resources to be used
for the construction of major capital facilities.
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TOWN OF ZWOLLE, LOUISIANA

CAPITAL PROJECTS FUNDS

COMPARATIVE BALANCE SHEET

LCDBG FUND

MAY 31, 1999 AND 1998

ASSETS

Cash
LCDBG grant revenue receivable

Total assets

LIABILITIES AND FUND BALANCE
Liabilities:

LCDBG grant contracts payable

Total habilities

Fund balance - unreserved

Total liabilities and fund balance

EXHIBIT {-1

The accompanying notes are an integral part of these statements.
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1999 1998
$79 $0
0 0
878 $0
$0 $0
0 0
79 0
..879 $0.



EXRHIBIT I-2

TOWN OF ZWOLLE, LOUISIANA

CAPITAL PROJECTS FUNDS
LCDBG FUND

COMPARATIVE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
YEARS ENDED MAY 31, 1899 AND 1998

1999 1998

Revenues:

LCDBG grant $75,457 $0

Local contributions o 100 | 0

Total revenues 15,857 0
Expenditures:

Administration 9,661 0

Acguisition 0 0

Engineering 65,927 0

Construction 0 0

Total expenditures 75,478 0
Excess of revenues over expenditures 79 0
Fund balance, beginning of year 0 | 0
Fund balance, end of year I T4 .. %0

The accompanying notes are an integral part of these statements.
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OTHER SUPPLEMENTARY INFORMATION
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TOWN OF ZWOLLE, LOUISIANA

- - - — = — = /= — = = = — = — — — — — e e e

SCHEDULE 1

SCHEDULE OF PER DIEM PAID THE BOARD OF ALDERMEN

P. M. Woods
Allen Rivers
Charles Miller
Martha Henderson
Cloteal Polk
Carolyn Cutright
Roger Lopez

Nell Maxey

Elizy Anderson

YEAR ENDED MAY 31, 1999

$7.385
3,000
1,650
3,000
1,650
3,000
5,000
1,350
1,350

Supplementary schedule. Presented as additional analytical data.
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Eugcnc W. Fremaux 11 P. O. Box 134 270 Marthaville Road

Certificd Public Accountant Many, Louisiana 71449
318.256-0332
IFAX 318-256-0332

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Heonorable Roger Lopez, Mayor
and Board of Aldermen
Town of Z2wolle, Louisiana

I have audited the general purpose financial statements and the combining,
individual fund and account group financial statements of the Town of Zwolle,
Loulsiana, as of May 31, 1999 for the year then ended, and have issued my report
thereon dated November 26, 1999, I conducted my audit in accordance with
generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Town of Zwolle,
Loulisianas general purpose financial statements are free of material

misstatement, I performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provision was not an
objective of my audit and, accordingly, I do not express such an opinion. The
results of my tests disclosed the following instance of noncompliance that is

required to be reported under Government Auditing Standards:

Existing _condition

In February 1999 the Town purchased a police car for §21,899,
however public bids were not obtained. In addition, in June 1999
the Town purchased a used backhoe for $17,000 without obtaining
public bids. In both cases, three quotes were obtained and the
lowest quote was accepted, however the amounts involved required
that public bids be obtained. Town management indicated that the
February purchase without public bids was due to a misunderstanding
0f the definition of “‘bids”. Town management indicated that the
June purchase was made without public bigds because they did not
understand that the bid law pertained to purchases of used
equipment.,

Recommended action

Town management should put all purchases in excess of the legal
limits out for public bid and follow all the required public bid law
provisions.

Managements response

The Town will follow all the provisions of the public bid law on all
future purchases.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the Town of Zwolle, Louisianas
internal control over financial reporting in order to determine my auditing
procedures for the purpose of expressing an opinion on the component unit
financial statements and not to provide assurance on the internal control over
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financial reporting. My consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal controel over
financial reporting that might be material weaknesses, A material weakness 1is
a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the component unit
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.
1 noted no matters involving the internal control over financial reporting and
its operation that I consider to be material weaknesses.

This report is intended for the information of management, Louisiana Legislative
auditor, and federal awarding agencies and pass~through entities. However, this
report is a matter of public record and its distribution is not limited.

EUGENE W. FREMAUX 11, CPA
November 26, 1999
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Eugme \V. Frcmaux H P.O. Box 134 270 Marthaville Boad

Certified Public Accountant Many, Louisiana 71449

318-256-0332
FAX 318-256-0332

Honorable Roger Lopez, Mayor
and Board of Aldermen
Town of Zwolle, Louisiana

Dear Mayor and Aldermens:

In connection with my audit of the general purpose, combining, individual fund,
and account group financial statements of the Town of Zwolle, Louisiana for the
year ended May 31, 1999, I offer the following observations and recommendations,
which are intended to help improve record keeping procedures and are intended to
be constructive in nature:

STATUS OF PRIOR YEAR RECOMMENDATIONS

1. Existing condition

The budget for the year ended May 31, 1998 was not adopted until
June 19%7. In addition, the budget for the year ending May 31, 1999
was not adopted prior to July 7, 1998. Louisiana budget laws require
the budget to be adopted prior to the beginning of the year.

Recommended action

The budget should be prepared and adopted prior to the beginning of
the vyear.

Action taken

The council did adopt a budget for the year ending May 31, 2000
before May 31, 1999,

% Kk * Kk K

The above observations and recommendations are not all inclusive. I would like

to thank you, the Board of Aldermen, and the Town employees for your cooperation
during my engagement.

Sincerely,

e

EUGENE W. FREMAUX, CPA

November 26, 1999
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