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INDEPENDENT AUDITORS' REPORT

To The Honorable Mayor Peter L. Gitz and
The Board of Aldermen
Town of Madisonville, Louisiana

We have audited the accompanying general purpose financial statcments of the Town of Madisonville,
l.ouistana, as of June 30, 1998, and for the two years then ended, as listed in the 1able of contents. These
financial statcments are the responsibility of the Town's management. Our responsibility is to express an
opinion on these financial 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. Those standards require that we plan and
perform the audit to obtain rcasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the inancial statements. An audit also includes assessing the accounting principles used and significant
cstimates made by management, as well as evaluating the overall financial statement presentation. We belicve
that our audit provides a reasonablc basis for our opinion.

Governmental Accounting Standards Board Technical Bulletin 98-1, Disclosures about Year 2000 Issucs,
requires disclosure of certain matters regarding the year 2000 issue in order for financial statements 1o be
prepared in conformity with generally accepted accounting principles. Such required disclosurcs include:

® any significant amount of resources committed to make computer systems and other clectronic equipment
ycar 2000-compliant;

® ageneral description of the year 2000 issuc, including a description of the stages of work in process or
completled as of the end of the reporting period 1o make compuler systems and other electronic
cquipment critical to conducting operations year 2000-compliant; and

® the additional stages of work necessary for making the computer systems and other electronic equipment
year 2000-compliant.
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To the Mayor and Board of Aldermen
Town of Madisonville, .ouisiana

The Town of Madisonville has omitted such disclosures. We do not provide assurance that the Town of
Madisonville 1s or will be year 2000 ready, that the Town of Madisonville’s year 2000 remediation efforts
will be succeessful in whole or in part, or that partics with which the Town of Madisonville docs business will

be year 2000 ready.

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be
necessary had we been able to examine evidence regarding year 2000 disclosures, the gencral-purposc
{inancial statements referred above present fairly, in all matcrial respects, the financial position of the Town
of Madisonville, as of June 30, 1998, and the results of 1ts operations and the cash {flows of its proprictary
{und types for the two years ended 1in conformity with generally accepted accounting principles.

Our audit was madc {or the purpose of forming an opinion on the gencral purpose {inancial statements taken
as a wholc. The accompanying {inancial information listed as other supplementary information in the table
of contents 1s presented for purposes of additional analysis and is not a required part of the financial
statcments of the Town of Madisonville, Louisiana. Such information has been subjected to the auditing
proccdures applied in the audit of the gencral purposc financial stalements and, in our opinion, is fairly
presented in all material respects in relation to the general purpose financial statements of each taken as a
wholc.

In accordance with Government Auditing Standards, we have also 1ssued a report dated December 11, 1998,
on our considcration of the Town of Madisonville's internal control and on its compliance with laws,
rcgulations, contracts and grants.

Snitd Kl § Gsasiatio , 2T C.

Pecember 11, 1998
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COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES

— — — — = T e e =

Town of Madisonville, Louisiana

IN RETAINED EARNINGS - PROPRIETARY FUND TYPE

Opcrating revenues:
Gas sales

FFor the Years ended June 30, 1998 and 1997

Garbage collection fees

Sewer service charges
Water salcs
Installation fees
Miscellaneous fees

Total operating revenues

Opcrating expenses:
(Gas purchases
Personnel
Payroll taxcs

Adminmstrative and general

Authority {ees

Auto and truck

Bad dcbts
Depreciation
Garbage disposal {fees
Insurance

Repairs and maintenance

Utilities

Total operating cxpenses

Operating loss

Non-gperating revenues (€xpenses)

Interest income
Interest expense

Total non-opcrating revenues, net

Net loss

Retained carnings, beginning of year

Retained earnings, end of year

The accompanying notes arc an intcgral part of this statement.

9

1998

$ 445,000
47,605
34,852
35,289
15,074

15,543
593,363

311,331
105,979
7.450
19,829
7.258
2.973
4,000
44,642
44,944
22,503
47,259
13,906
632.074

(38,711

7,317
(1,549)
5,768

(32,943)

(74,713)

b (107.656)

1997

$ 433,045
46,589
33,624
34,125

6,150

17,063
370,596

313,560
100,743
7,435
24,711
6,444
2,712

41,566
4442 ]
7,144
57,560
10,242
616,538

(45,942)

9,523
(2.025)
0,898

(39,044)

(35.669)

$ (74,713)




Town of Madisonville, Louistana

ENTERPRISE FUND - UTILITY SYSTEMS

STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPL

Yor the Years ended June 30, 1998 and 1997

1998 1997
Cash flows from operating activities:
Opcrating loss $ (38,711) (45,942)
Adjustments to reconcile operating loss
to net cash used by operating activitics:
Depreciation 44,642 41,566
Decrease(increasc) in accounts reccivable (3,776) 8,073
Increase in accounts payablc (2,632) (4,299)
Total adjustments 38,234 45,340
Net cash used by operating activities 477 (602)
Cash flows from non-capital financing activitics:
Increase(decrease) in customer meter deposits (1.501) 1,462
Cash flows from financing activities:
Increase in due from other funds (1,086) (59,393)
Increase in due to other funds 70,794 125,425
Payments of revenue bonds (21,000) (20,000)
Interest paid (1,.907) (2,625)
Net cash provided by financing activitics 46,801 43,407
Cash flows from investing activities:
Receipts of interest 7.471 9,381
Purchases of investments (103,073) -
Proceeds from (investments in) certificates of deposit 25,000 (1,808)
Investment in plant and equipment (102,249) (122.590)
Net cash used by investing activities (172,851) (115,017)
Net decrease in cash and cash equivalents (128,028) (70,750)
Cash and cash equivalents at becginning of year 198,496 269,240
Cash and cash equivalents at end of year $ 70,468 $ 198,496

The accompanying notes are an integral part of this statement.

10
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‘Town of Madisonville, 1.ouisiana
NOTES TO FINANCIAL STATIEMENTS

June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Madisonville, Louistana (the "Town") was 1ncorporated in 1817, under the provisions
of a spccial charter. The Town operates under a Mayor-Board of Aldermen {form of government.

The financial statements of the Town have been prepared in conformity with generally aceepted
accounting principles as applied to governmental units. The Governmental Accounting Standards
Board (GASB) 1s the accepted standard-setling body for establishing governmental accounting and

financial reporting principles. The more significant of the government's accounting policies are
described below.

1. Recporting Intity

The financial statements of the Town of Madisonvilic consist only of the funds and account
groups of the Town. The Town has no oversight responsibility for any other governmental cntity
since no other entities are considered to be controlled by or dependent on the Town. Control
or dependence is determined on the basis of budget adoption, taxing authority, funding, and
appointment of the respective governing board.

2.  Fund accounting

The accounts of the Town arc organized on the basis of funds and account groups, cach of which
is considercd a separate accounting entity. The operations of each {fund arc accounted for with
a scparate set of self-balancing accounts that comprise 1ts asscts, liabilities, fund equity, rcvenues
and expenditures, or cxpenses, as appropriate. The individual funds account for the
governmental resources allocated to them for the purposcs of carrying on specific activities in
accordance with laws, regulations or other restrictions. The various funds are grouped, in the

financial statements in this report, into four generic fund types and 1two broad fund categorics
as Tollows:

Governmental Fund Types These arc the funds through which most governmental functions
typically arc financed. The funds included in this category are as follows:

General Fund - This fund is established to account for resources devoted to financing the
general services that the Town performs for its citizens. General tax revenucs and other
sources of revenue are included in this fund, The fund is charged with all costs of operating
the government for which a separate fund has not been established.

11



Town of Madisonville, LLouisiana

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

2.

IFund accounting - continued

Special Revenue Funds - Special revenue funds are used to account for the procceds of
specific revenue sources that are legally restricted to expenditures for specific purposes.

Proprietary Fund Type - This fund accounts for operations that arc organized to be self-
supporting through user charges. The funds included in this category are the Enterprise IF'unds.

Enterprise Funds - These funds arc established to account for operations that are financed
and operated in a manner similar to private business enterprises, where the intent is that
costs of providing goods or services 1o the general public on a continuing basis be financed
or recovered primarily through user charges.

General Fixed Assets Account Group - This is not a fund but rather an account group that 1s
used to account for general fixed assets acquired principally for general purposes and excludes
{ixed asscts in the Enterprise Funds.

General Long-Term Debt Account Group - This is not a fund but rather an account group that
is used to account for the outstanding principal balances of general obligation bonds and other
long-term debt not reported in the Enterprise Funds.

Basis of accounting

All povernmental funds utilize the modified accrual basis of accounting. Under this method,
rcvenues are recognized in the accounting period in which they become both available and
measurable. Licenses and permits, charges for services, fines, and miscellancous revenucs arc
recorded as revenues when received in cash. General property taxes, sales tax and investment
carnings are recorded when eared (when they are measurable and available). Expenditures are
recognized in the accounting period in which the fund liability is incurred, if measurable, except
cxnenditures for debt service and other long-term obligations which are recogmzed when paid.

All proprietary funds are accounted for using the accrual basis of accounting. Under this

method, revenues are recognized when they are earned and cxpenses are recognized when
incurred,

12



Town of Madisonville, Louisiana

NOTES TO FINANCIAL STATEMENTS (Continucd)

June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

4.

Budgetary Data

At the beginning of each fiscal year, an annual budget is prepared. At the end of the fiscal yeat,
unexpended appropriations of these funds automatically lapse. The Town follows thesc
procedures in establishing the budgetary data reflected in the financial statements:

a.) The Mayor, Board of Alderman, Town Clerk, and other advisory personne] assemble the
nceessary financial information,

b.) The proposed budget is made available for public inspection.

¢.) A public hearing is held for any recommendations or changes to the budget. The budget
is legally adopted through passage of an ordinance by the Board of Alderman.

Cash and Cash Equivalcnts

Cash includes amounts in demand deposits, interest-bearing deposits, and money market
accounts. Cash equivalents include amounts in time deposits with original maturitics of 90 days
or less. Under state law, the municipality may deposit funds in demand deposits, interest-bearing
demand deposits, money market accounts, or time deposits with state banks organized under
Iouisiana law and national banks having their principal offices 1n Louisiana.

Recelvables

Uncollectible amounts due for customer utility receivables are recognized as bad debts through
the establishment of an allowance account at the 1ime information becomes available which

would indicate the uncollectibility of the particular receivable. As of June 30, 1998, the
allowance in the Natural Gas Fund 1s $5,000.

Restricted Asscts

Enterprise Funds, based on certain bond covenants, are required 1o establish and maintain
prescribed reserves (consisting of cash and temporary investments) that can be used only 1o
service outstanding debt and pay for certain unusual or extraordinary expenscs of the system.

The Town established a meter deposit fund for the gas and water utility {funds to help maintain
customer meter deposits on hand as well as help control customer meter deposits received.
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Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continucd)
June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

8. Property, Plant and Equipment

Fixed assets used in governmental fund type operations are accounted for in the General Fixed
Asset Account Group. Infrastructure general fixed assets consisting of certain improvements
such as roads, sidewalks, drainage systems and bridges, are not capitalized. Property, plant and
equipment acquired or constructed for general governmental operations are recorded as
expenditures in the fund making the expenditure and capitalized at cost in the General Fixed
Asscts Account Group. No depreciation has been provided on such asscts.

Property, plant and equipment are stated at historical cost. Where cost could not be determined
from the available records, cstimated historical cost was used to record the estimated value of
the assets. Donated assets are valued at their estimated fair value on the date donated. Repairs
and maintenance are recorded as expenditures; rencwals and betterments are capitalized.

Property, plant and equipment items acquired for proprietary fund typc operations are capitalized
in the respective funds to which they relate.

Depreciation of exhaustible fixed asscts used by the enterprise funds is charged as an expense
against operations, and accumulated depreciation is reported on the enterprise {funds’ balance
sheets. Depreciation has been provided over the estimated useful lives of the fixed assets using
the straight-line method of depreciation. Estimated useful lives are as follows:

Sewerage treatment plant 40 years
Sewerage collection system 40 years
Water distribution system 40 years
Gas distribution system 40 ycars
Office furniture and equipment 10 years
Transportation equipment > ycars

9. Short-Term Interfund Receivables/Payables

During the course of opcrations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classificd as due from
other funds or duc to other funds on the balance sheet. Short-term interfund loans are classified
as interfund receivables/payables.

14



Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

10.

11.

12.

13.

14,

L.ong-Term Dcbt

Long-term obligations of the Town are reported in the Genceral Long-Term Debt Account
Group. l.ong-term liabilities {or gas revenue bonds are reported in the Gas IFund.

Reserve for Utility Funding

The $23,031 reflected on the accompanying combined balance shect represents payments
rcceived for lots sold in a local subdivision development. The Town has reserved these funds

to pay any costs for improvements of the sewer system due to the increase in usage causcd by
the restdents of the subdivision.

Vacation and Sick Leave

Town employees carn one week of vacation leave after one year of service and two weeks of
vacation leave after {our years of service. Upon termination of scrvice, employecs are paid for
unused vacation leave. The Town does not have a policy on sick leave. There was no material
accumulated vacation leave as of June 30, 1998 for which the Town would be held liable.

Property Tax

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on
November 1 and are due and payable on or before January 1 of the following year. All unpaid
taxcs become delinquent on March 31 of the following year. The Town bills and collects its own
properly taxes. The Town recognizes property tax revenues when levied to the extent that they
are detecrmined to be collectible.

For the ycars ended June 30, 1998 and June 30, 1997, the Town levied taxes of 11.52 mills that
were dedicated to the Generat Fund.

Sales Tax

The Town imposes a two-percent sales and use tax. One-percent of this tax is dedicated for

particular purposes and 1s accounted for in a special revenue fund. The other one-percent is
unrestricted and 1s included in the General Fund.

15



Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuced

15. Total Columng
The Combined IFinancial Statements imclude total columns that are described as "memorandum
only". Data in these columns do not present financial position, results of operations, or cash

flows in conformity with generally accepted accounting principles. Interfund transactions have
not been eliminated from the total column of each financial statement.

NOTE B - CASH AND CERTIFICATES OF DEPOSIT

The following 1s a summary of cash and cash cquivalents (book balances) at June 30, 1998:

Demand deposits $121,757
Time deposits 31,935
Total $153,692

These deposits are stated at cost, which approximates market. Under state law, these deposits (or
the resulting bank balances) must be secured by fcderal deposit insurance or the pledge of sceurities
owncd by the fiscal agent bank. The market value of the pledged sccurities plus the federal deposit
isurance must at all time equal the amount on deposit with the fiscal agent.

These sccuritics are held in the name of the pledging fiscal agent bank in a holding or custodial bank
that is mutually acceptable 10 both partics.

At June 30, 1998, the Town has $158,232 1n deposits (collected bank balances). These deposits arc
secured from risk by $133,660 of federal deposit insurance and $24,572 of pledged securities held
by the custodial bank in the name of the fiscal agent bank, GASB category 3.

F:ven though pledged securities are considered uncoltateralized (Category 3) under the provisions of
GASB Statement No.3, Louisiana Revised Statute 39:1229 imposcs a statulory requircment on the
custodial bank to advertise and sell the pledged securities within 10 days of being notificd that the
fiscal agent has failed to pay deposited funds upon demand.

16
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Town of Madisonville, Louisiana

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 1998

NOTE C - TAXES RECEIVABLE

As of June 30, 1998, taxes receivable consist of the following:

Genceral
Sales $ 11,565
Tobacco 891
Beer 932
Video Poker 4.482
$17.870

NOTE DD - DU FROM/DUE TO OTHER FUNDS

Special
Revenuc

$ 11,565

e

$ 11.565

Individual balances due from/to other funds at June 30, 1998 are as follows:

Due from
other funds
General $ 196,219
Spccial Revenue 67
Linterprise
Gas -
Watcr 33,664
Scwer -
Garbage 20,816
$ 256,766

NOTLE E - RESTRICTED ASSETS - PROPRIETARY FUND TYPE

Gas Utility Fund

Total

$ 23,130
891

932
4,482

$ 29,435

Duc to

other funds
$ 60,547

95,617

100,602
$ 256,766

The Gas Utility Refunding and Revenue Bond agreement dated October 1, 1964 contains covenants
rcquiring among other conditions, the creation and maintenance of the following funds:

17
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Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 1998
NOTE E - RESTRICTED ASSETS - PROPRIETARY FUND TYPE - Continued

1. Revenue Bond Sinking Fund

The Town is required to make monthly deposits into a revenue bond sinking fund an amount
which is equal to one-twelfth (1/12) of the next annual principal payment and one-sixth (1/6) of
the next semiannual interest payment. The sinking fund balance at June 30, 1998 is § 26,790.

2. Revenue Bond Reserve Fund

Monthly deposits in a reserve fund of 20% of the amount necessary to provide for payment of
the principal and interest accruing during the next fiscal year arc required, until there is
accumulated in this fund the sum of $25,000 to be used solely for the purpose of paying principal

and intercst on the revenue bonds which would otherwise be in default. The reserve fund
balance at June 30, 1998 is $43,578.

o

Revenue Bond Contingency Fund

Monthly deposits in a contingency fund of all monies remaining after payment of operating
cxpenses and deposits to the retirement reserve fund are required through August 15, 1965,
thereafter, monthly deposits of $150 are required, providing such funds arc available, until the
balance in the fund is $12,000. These funds..."may be used for the purpose of paying the cost
of unusual or extraordinary maintenance, repairs, replacements and extensions of the public
utility, and paying the costs of the improvements thereto which will either enhance its revenue
producing capacity or provide a higher degree of service," as well as pay principal and interest
on the bonds in the event there 1s insufficient funds in the retirement reserve fund. However,
thesce funds cannot be depleted below $2,500 except for unusual or extraordinary maintenance
or repairs. The contingency fund balance at June 30, 1998 is $12,000.

NOTE I - PROPERTY, PLANT AND EQUIPMENT

The following 1s a summary of changes in the general fixed assets account group for the fiscal years
cnded June 30, 1998:

Balance Balance

6/30/96 Additions Retirements 6/30/97
l.and $ 682,754 $ - $ - $ 682,754
Recrcational {acilities 135,426 - - 135,426
Buildings 193,011 3,020 - 196,031
Transportation equipment 76,804 18,789 - 935,593
Furniture and equipment 22.617 - - 22.617
$1,110.612 $ 21.809 $ - $1,132.421

18



Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 1998

NOTE F - PROPERTY, PLANT AND EQUIPMENT - Continued

Balance Balance
6/30/97 Additions Retirements 6/30/98
].and $ 682,754 $ - $ - $ 682,754
Recreational facilities 135,426 - - 135,426
Buildings 196,031 - - 196,031
Transportation equipment 93,593 52,995 13,272 135,316
I‘urniture and equipment 22,617 - - 22,617
$1,132,421 $ 52,995 $ 13272 $1,172,144
The following is a summary of property, plant and equipment of the proprietary fund:
Enterprise Funds

(yas Water Sewcr

Fund FF'und Fund Total
Sewerage treatment plant $ - $ - $ 160,190 $ 160,190
Sewerage collection system - - 829,408 829,408
Distribution system 561,152 223,955 - 785,107
Transportation equipment 14,655 - - 14,655
I‘urniture and equipment 10,287 5,375 - 15,662
Land 23,373 15,513 37,019 75,905

Total property, plant and
cquipment at cost 609,467 244,843 1,026,617 1,880,927
Less: Accumulated depreciation  _(234.214) (116.824) (521.185) (872,223)
T'otal plant, property and
cquipment, net $ 375253 $ 128019 $ 505,432 $1.008,704

NOTE G - LONG-TERM DEBT

The following 1s a summary of bond transactions of the Town of Madisonville {or the years ended June 30,

1998:

Gas Revenue

Bonds

Bonds payable, July 1, 1996 $ 85,000
l.css: Bonds retired (20.000)
Bonds payable, June 30, 1997 65,000
].css: Bonds rctired (21,000)
Bonds payable, June 30, 1998 $ 44,000

19



Town of Madisonville, L.ouisiana
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 1998
NOTE G - LONG-TERM DEBT - Continued
Bonds payable at June 30, 1998 are comprised of the following individual 1ssues:

Revenue Bonds:
$325,000 Gas Utility Bonds dated 10/1/64; principal due in annual
installments of $1,000 - $22,000 through October 1, 1999;
Interest at 3.8% - 4.25% payable in semi-annual installments,
sccurcd by a lien and pledge of net revenues of the gas system.

$ 44,000

The annual requircments 10 amortize all debts outstanding as of June 30, 1998, including interest payments

of 1,540, are as {ollows:

Year Ending Gas Revenue
June 30 Bonds

1999 $ 23,155

2000 22,385

$ 45,540

NOTE H - CAPITAL LLEASE OBLIGATION

The Town is obligated under a certain lease accounted for as a capital lcase. The leased asset and related
obligation is accounted for in the General Fixed Asset Account Group and the General Long-Term Debt
Account Group respectively. The General Fund is responsible for servicing the lease payments. Assets under
capital leases totaled $140,000 at June 30, 1998. The Town has the option of purchasing the land for
$115,000 interest free after two ycars from the inception of the lease. After two years, 8% intercst will be
accrucd as of the inception date. At the end of the fifth year if the Town does not take advantage of the
purchasc option and continues 1o make lcase payments the Town will owe $75,000 for the remaining interest

in the land. The following 1s a schedule of future payments under the agreement;

I.casc Payment Interest Purchase
March 1, 1999 $ 10,000 $ 7.600 or $ 95,000
March 1, 2000 10,000 6,800 or 85,000
March 1, 2001 - - 75,000

20
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Town of Madisonville, Louisiana
NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 1998

NOTE - INVESTMENTS

Investments of $408,600 which is stated at cost which approximates market as of June 30, 1998 are in the
Louisiana Asset Management Pool Inc. (LAMP), a local government investment pool. In accordance with
GASB Codification Section 150.165, the investment in LAMP is not categorized in the three risk catcgorics
provided by GASB because the investment is in a pool of funds and thereby not evidenced by securitics that
cxist in physical or book entry form. LAMP is administered by LAMP, Inc., a non-profit corporation
organized under the laws of the State of Louisiana, and is governed by a board of directors comprised of
representatives from various local governments and state wide professional organizations. Only local
governments having contracted to participate in LAMP have an investment interest in its pool of assets. The
primary objective of LAMP is 1o provide a safe environment for the placement of public funds in short-term,
high quality investments. The LAMP portfolio includes only securities and other obligations in which local
governments 1n Louisiana arce authorized to invest. Accordingly, LAMP investments are restricted o
sccuritics 1ssued, guaranteed, or backed by the U.S. Treasury, the U.S. Government, or onc of its agencics,
cnierpriscs, or instrumentalities; as well as repurchase agreements collateralized by those securities. The
dollar weighted average portfolio maturity of LAMP assets is restricted to not more than 90 days, and consists
of no sccurities with a maturity in cxcess of 397 days. LAMP is designed to be highly liquid to give its
participants immediate access to their account balances.

NOTLE J - RECONCILIATION OF CASH AND CASH EQUIVALENTS

The following 1s a reconciliation of cash and cash equivalents per the balance sheet of the Proprictary funds
1o the cash and cash equivalents per the statement of cash flow,

Cash and cash equivalents per balance sheet:

Cash $ 100
Restricted:

Revenue bond sinking and reserve fund 70,368
Cash and cash equivalents per statement
of cash flows $ 70,468
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Town of Madisonville, l.ouisiana
NOTES TO FINANCIAL STATEMENTS (Continued)

Junc 30, 1998

NOTI K - IF'UND DLEFICITS
The Sewerage Fund has a deficit in unreserved retained carnings at Junc 30, 1998 in the amount of $535,343.
NOTE L - EXPENDITURES - ACTUAL AND BUDGET

The following individual fund had actual expenditures over budgeted expenditures for the year ended June,

30, 1997:
Unfavorablc
_Budget Actual Variance
General Fund $275,275 $ 319,546 $ (44,271

NOTE M - RISK MANAGEMENT

The Town is a member of the Louistana Municipal Risk Management Program. The Fund was crcated (o
formulate, develop and administer a program of modified self-funding for the I'und's membership, obtain lower
costs for automobile and general liability insurance coverage and develop a comprehensive loss control
program. The Town pays an annual premium to the I'und for its coverage. The Town's agrcement with the
Fund provides that the Fund will be sclf-sustaining through member premiums. The Town's deductible for

cach insured event is $1,000. The Fund will maintain reinsurance up to $500,000 per incident, per person.,

NOTLE N - PENSION PLAN

All employecs of the Town of Madisonville except police officers and certain part-time personnel are members
of the Municipal Employees Retirement System of Louisiana. This system 1s a cost-sharing multiple-
employer, defined benefit pension plans administered by a separate boards of trustees. Pertinent information
relative 1o each plan follows:

The System is composed of two distinct plans, Plan A and Plan B, with se¢parate assets and benefit
provisions. All employees of the municipality are members of Plan A.

All permanent employces working at least 35 hours per week who are not coverced by another pension
plan and are paid wholly or in part from municipal funds and all clected municipal officials are cligible to
participate in the System. Under Plan A, employees who retire at or after age 60 with at least 10 ycars
of creditable service, at or after age 55 with at least 25 ycars of creditable service, or at any age with at
lcast 30 years of creditable service are entitled to a retirement benefit, payable monthly for life, equal to
3 per cent of their final-average salary for cach year of creditable scrvice. Final-average salary is the
cmployee's average salary over the 36 consccutive or joined months that produce the highest average.
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Town of Madisonville, LLouisiana
NOTES TO FINANCIAL STATEMENTS (Continucd)
June 30, 1998
NOTE N - PENSION PLAN - Continued

Employces who terminate with at Jeast the amount of creditable service statcd above, and do not
withdraw their employee contributions, may retire at the ages specified above and receive the benefit
accrucd to their date of termination. The System also provides death and disability benefits. Benefits are
established by state statute.

The System issues an annual publicly available financial report that includes financial statements and
required supplementary information for the System. That report may be obtained by writing to the
Municipal Employeces Retirement System of Louistana, 7937 Office Park Boulevard, Baton Rouge,
L.ouisiana 70809, or by calling (504) 925-4810.

Funding Policy. Under Plan A, members are required by state statute to contribute 9.25 percent of their
annual covered salary and the Town of Madisonville is required 1o contribute at an actuarially determined
ratc. The current rate is 5.75 percent of annual covered payroll. Contributions to the System also include
onc-fourth of one percent (except in Orleans and East Baton Rouge Parishes) of the taxes shown to be
collectible by the tax rolls of each parish. These tax dollars are divided between Plan A and Plan B
proportionately on the salarics of the active members of each plan. The contribution requirements of plan
members and the Town of Madisonville are ¢stablished and may be amcended by stalc statute. As
provided by Louisiana Revised Statute 11:103, the employer contributions are determincd by actuarial
valuation and are subject to change each year based on the results of the valuation for the prior fiscal year,
The Town of Madisonville required contributions to the System under Plan A for the years ending June
30, 1998 was $5,354 which was equal to the required contributions for each ycar.

The pension expense of $96,228 reported in the General Fund for the year ended June 30, 1998 includes a onc-
time payment to the Municipal Employee Retirement System of $90,874 to fund both the employee and
employer portions for service from 1977 to August 31, 1997 as calculated by actuary.

NOTE O - CONTINGENCY

The Town has been notified by the Louisiana Department of Environmental Quality of problems within the
scwer system rclated 1o water draining into the system at lift stations. Costs of correcting problem are

estimated to be $70,000.
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ENTERPRISE FUNDS
UTILITY SYSTEMS

NARRATIVE EXPLANATION

The Enterprise funds are used to account for the provision of gas, water, sewer and sanitation scrvices 10
residents of the Town. All activities necessary to provide such services are accounted for 1n this fund, including
but not limited to, administration, operations, maintenance, financing and related service, and billing and
collection.
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Town of Madisonville, L.ouisiana
SCIIEDULE OF ELECTED OFFICIAL’S

For the Years Ending June 30, 1998 and June 30, 1997

Compensation
Term of Office 1997 1998

L o e ——— ———r—r——

MAYOR:

Pecter L. Gitz 1997-2000 $3.600 $3.600
P.O. Box 122
Madisonville, I.A 70447

ALLDERMEN:

I.awrence P. Ostendorf 1997-2000 1,200 1,200
P.O. Box 37
Madisonville, LA 70447

Jean Pelloat 1997-2000 1,200 1,200
P.O. Box 204
Madisonville, LA 70447

George D. Tyrney 1997-2000 1,200 1,200
PP.O. Box 275
Madisonville, LA 70447

Jeary Lange 1997-2000 1,200 1,200
P.O. Box 393
Madisonville, 1.A 70447

Bonnic . Fruge 1997-2000 1,200 1,200

P.O. Box 1046
Madisonville, 1.A 70447

Term of office all expire on July 1, 2000 for all of above.
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Smith, Huval & Associates, L.L.C.

(A LIMITED LIABILITY COMPANY)
Cert {ﬁ'ﬂf Public Accountarts

P.O. Box 1660
Covington, Louisiana 70434-1660
Samuel K. Smith, CPA (504) 892-6633 - Covington
Patrick "Bryan” Huval, CI'A {504) 892.4666 - FAX

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

To The Honorable Mayor Peter L. Gitz and
The Board of Aldermen

Town of Madisonville, Louisiana

We have audited the financial statements of the Town of Madisonville as of and for the two yecars ended June

30, 1998 and have 1ssued our report thereon dated December 11, 1998, which was qualified because the Town
of Madisonville omited disclosures with respect 10 the year 2000 issue. Except as discussed in the preceding

sentence, we conducted our audit 1in accordance with generally accepted auditing standards and the standards
apphcable 1o financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

As part of obtaining reasonable assurance about whether the Town of Madisonville’s financial statements are frce
of material misstatement, we performed tests of 11s compliance with certain provisions of laws, regulations,
contracts and grants; noncompliance with which could have a direct and matcrial effect on the determination of
financial statement amounts, However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
an mstancc of noncompliance that is required to be reported under Government Auditing Standards which 1s
described in the following paragraph. Our tests also disclosed immatcrial instances of noncompliance which we
have reported 1o management orally.

Louisiana Revised Statute 39:1310 requires the Mayor to notify the Board of Aldermen when actual expenditures
and other uses exceed budgeted amounts by five percent or more. During the year ended June 30,1997 actual
expenditures for the General F'und of $319,546 cxceeded budgeted expenditures of $275,275 resulting in an
unfavorable variance of $(44,271) which exceeded five percent.

In planning and performing our audit, we considered the Town of Madisonville’s internal contro} over financial
reporting in order to determine our auditing procedurcs for the purpose of expressing our opinion on the financial
statcments and not to provide assurance on the internal contro] over financial reporting. Our considcration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be matcrial weaknesses. A material weakness is a condition in which the design
or opceration of onc 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 1o 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. We noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknessces.



T'o the Mayor and Board of Aldermen
Town of Madisonville, Louisiana

This report is intended for the information of management and the Louisiana Legislative Auditor. However, this
rcport 1s a matter of public record and its distribution is not limited.

s Hunk & losseitio, 2 e,

December 11, 1998



