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Eugene W . Frem aux II 

Cetlified Public A ccnusla.! 

INDEPENDENT AUDITOR 'S REPORT 

The Honorable P. M. Woods, Mayor 
and Board of Aldermen 

Zwolle , Louisiana 

M any, l,ouisiana 71449 
318-256-0332 

I have audited the accompanying general purpose financial statements and the combining, 
individual fund and account group financial statements of the Town of Zwol]e, 
Louisiana, as of May 31, ]998 and for the year then ended, as listed in the table of 
contents. These financial statements are the responsibility of the Town of Zwolle, 
Louisiana, management. My responsibility is to express an opinion on these financial 
statements based on my audit . 

] conducted my audit in accordance with generally accepted auditing standards, the 
standards for financial audits contained in Government Auditinq Standards, issued by 
the Comptroller General of the United states, and the provisions of Office of 
Management and Budget Circular A-128, "Audits of State and Local Governments". Those 
standards require that I plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. I believe that my audit provides a 
reasonable basis for my opinion. 

In my opinion, the general purpose financial statements referred to in the first 
paragraph present fairly, in all material respects, the financial position of the Town 
of gwolle, Louisiana, as of May 31, 1998, 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 3], 1998, 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 required part of the general purpose, combining, 
individual fund, and account group financial statements of the Town of Zwolle, 
Louisiana. Such information has been subjected to the auditing procedures applied in 
the audit of the general purpose, combining, individual fund, and account group 
financial statements and, in my opinion, is fairly presented in all material respects 
in relation to the financial statements of each of the respective individual funds and 
account group, taken as a whole . 

In accordance with 
November 25, 1998 

Government Auditine Standards, I 
of the Town on my consideration 

have also issued a report dated 
of Zwolle, Louislana's internal 



control structure and a report dated November 25, 1998 on its compliance with laws and 
regu I at ions. 

The financial Information for the year ended May 3], ]997, which Js included fo 
comparative purposes, were taken from the financial report for that year in which 
expressed a unqualified opinion dated January 22, ]998, on the general purpose 
combining, individual fund, and account group financial statements of the Town o 
Zwolle , Louisiana. 

YV~/ 
EUGENE W . FREMAUX If, CPA 

November 25, ]998 
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EXIIIBIT B 

TOW N O F ZW OLLE, LO UISIANA 
CO M BINED STATEM ENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 

GOVERNM ENTAL FUND TYPE 
G ENERAL FUND 

YEARS ENDED MAY 31. 1998 AND 1997 

Revenues 
Taxes 
Licenses and perm its 
Intergovernm ental 
Charges for services 
Fines and forfeits 
M iscellaneous 

Tolalrevenues 

Expenditures: 
Current: 
G eneral governm ent 
Public safety: 
Police departm ent 
Fire departm ent 
Highways and streets 
Health and sanitation 
Recreation 

Total expenditures 

Excess of revenues 
over expenditures 

Fund balances, beginning of year 

Fund balances, end of year 

YEAR ENDED MAY 31 
1998 1997 

$303,291 
69,271 
24,284 
41,068 
25,924 
19.847 

$288,599 
59,021 
29,872 
42,603 
37,854 
18.684 

483,685 476.633 

112.673 120.901 

170,793 
506 

105,533 
44,481 

444 

146,515 
732 

80,069 
43,716 

801 

434.430 392.734 

49.255 83.899 

537,559 453,660 

$586,814 $537,559 

The notes to the financial statem ents are an integral part of this statem ent
. 
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TOW N OF ZW OLLE. LOUISIANA 
COMSINED $1ATEMENT OF: REVENUES, EXPENSES. AND CHANGES IN RETAINED EARNINGS 

PROPRIETARY FUND ]~'PE 
YEARS ENDED MAY 31, 1998 AND 1997 

Operating revenues: 
W ater charges 
~ wer charges 
Tap. connect end reconnect fees 
Total operating revenues 

Operating expenses: 
W ater Department: 
Audit lee 
Sad debt expense 
Depreciation 
Insurance 
Mlscetle~eous 
Office supplies 
Payroll 1axes 

Repairs and maintenance 
Salaries 
Supplies 
Telephone 
Travel 
Truck expense 
Lltt~i'~es 
Tote1 water department expenses 

~ wer Department: 
Chem icals 
Audit fee 
Consultant fees 
DepTecl~lion 
Insurance 
M lscell~ eous 
Office supplies 
Payroll taxes 
Repairs and m~lntenance 
~ larles 
Sewer tesliog 
Supplies 
TTevet 
Truck expenses 
Utili6es 
Total sewer department expenses 

Total operating expenses 

Operating income (loss) 

Nor~p~le4k~ revenues (experLses) 
Interest Income 
Interest expense 

Net Income (loss) 

Relalned e~tn~ngs, beg/nn~r~ o| year 

Retained e~.m~ngs (deficit), end of year 

The accompnnylng notes ere an ntegral part of these stalements 
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EXIIISIT D 

YEAR ENDED MAY 31 
1998 1997 

$169,714 
51,443 
13,799 
234.956 

1,726 

(I~0) 
37,856 
5,888 
1,347 
2,660 
2,934 
1.751 
11,639 
33,850 
10,674 
1,208 
532 

2,417 
2o,s6o 
134,Bll 

1,259 
1,725 

0 
23,491 
2,192 
1,575 
337 
895 

17,368 
10,393 
4,266 
5,025 

20 
1,0B0 
3,776 
73.376 

208.187 

26.769 

13,937 

~7.09!) 
(23.1r~) 

3,616 

(!6.691) 

, ($~3,27s) 

$163,654 
51,322 
17,702 
232,878 

1.725 

(117) 
38.467 
7.092 
2,805 
3,252 
2,565 
1,923 
9.070 
33,529 
27,923 
1.083 
501 
ggg 

15.364 
146.1B1 

2,555 
1725 

0 
22,459 
3,337 
682 
0 

1,936 
2,296 
25,309 
3,526 
4,751 
1,706 
302 

3,665 
74,248 

220,429 

12,449 

12,046 
~7.400) 
~5,354) 

(12,905) 

~,936) 

~!6,89!) 



 

]'OW N OF ZW OLL E, LOUISIANA 
COMPARA] IVE STA]EMEN] OF CASI I FI OW S - PROPRIE tARY FUND "tYPE 

YEARS ENDED MAY 31, 1998 AND 1997 

Cash flows from operating activities: 
Cash received from customers 
Cash payments to suppliers and employees 
Cash received from customers' deposits 
Cash refunded for custom ers' deposits 

Net cash provided by opo rating activities 

Cash flows from capital and related financing activities 
Principal pa id on revenue po nds 
G rant funds received from Louisiana 
Interest paid on revenue bonds 
Payrnents for consturction activities 
Payments for capital acquisitions 

Net cash provided (used) by capFtel and 
related finaJrcing 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 yea 

Cash and cash equivalents, end of year 

Recoeciliation ot operating income (loss) to net cash 
provided by operating activities: 
OFerating income (loss) 

Adjustments to reconcile ope rating income (loss) to net 
cash provided by operating activities: 
Depreciation 
Provision for doubtful accounts receivable 
(Increase) decrease in accounts receivable 
Decrease in prepaid insurahce 
Increase (decrease) in sales taxes pa yable 
Increase (decrease) in accounts pa yable 
and accrued wages pa yable 
Increase in customers' deposits 
Increase (decrease) in due to other fur~ls 

lore1 adjustments to ope rating income (loss) 

Net cash provided by operating activities 

The accom pa nying notes are an integral pa rl of these statements 
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YEAR ENDED MAY 31 
1998 1997 

$227,701 
(68,466) 
5,800 

(5.575) 

$231,279 
(99.196) 
5,750 
(5,t50) 

159.460 132.683 

(9,904) 
39,943 
(35,695) 
(21,053) 
(26,034) 

(52,743) 

13,937 

13,937 

120,654 

417,081 

$537,735 

(16,107) 
0 

(34,721) 
(11,231) 
(4,917) 

(66,976) 

9,943 

9,943 

75,650 

341,431 

$417,081 

$26,769 $11,449 

61,347 
(84) 

(7,255) 
0 

(124) 

24,655 
225 

53,927 

132,691 

$159,460 

(5,466) 
600 

64,687 

121,234 

$132,683 
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ISIJ~ A 
NOTES TO FINANCIAL S'. 

MAy 31. 1998 

S Summary of Significant Accountinq Policies 

The Town of Zwolle was incorporated September 13, ]889, under the provisions of a home 
rule charter. The Town operates under a Mayor-Board of Aldermen form of government. 

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

Principles determining SCODe of reportinQ 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 operatlons, 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 is generally available to its citizens. A third criterion used to evaluate 
potential component units for inclusion or exclusion from the reporting entity is tile 
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 Zwolle consists of only the funds and 
account groups since the Town has no oversight responsibility for any other 
governmental entity. 

Fund accountlnq 

Governmental Fund - General Fund 

i0 

It is used to 
be accounted for 



TOWN OF ZWOLLE, LOUISIANA 
NOTES TO FINAN CIAL STA 

MAY 31,_  1998 

Proprietary Fund - Enterprise Fund 

Enterprise funds are used to account for operations (a) that are financed and operated 
in a manner similar to private business enterprises - where the intent of the governing 
body is that the coats (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 perlodJc 
determination of revenues earned, expenses incurred, and/or net income is appropriate 
for capita] maintenance, public policy, management control, accountability, or other 
purposes. 

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

General Fixed Assets Account Group - 

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

Fixed assets and lonu-term liabilities 

The accounting and reporting 
liabilities associated with a 

treatment applied to the 
fund are determined by its 

fixed assets and long-term 
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. 

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 
in the General Long-'Term Debt Account Group . 
of May 31, 1995. 

from governmental funds are accounted for 
The Town has no long-term liabilities as 

The account group is not a "fund". It is concerned only with the measurement of 
financial position. It is not concerned with measurement of results of operations. 

The proprietary fund is accounted for on a cost of services or "capital maintenance" 
measurement focus, and all assets and all liabilities (whether current or noncurrent) 
associated with their activity are included on their balance sheets. 

Depreciation of all exhaustible fixed assets by the prop[ietary fund is charged as an 
expense against its operations. Depreciation has been provided over the estimated 
useful lives using the stralght-line method. The estimated useful lives are as 

ii 



follows: 

ANA 
TO FINANCIAL S~ 

MAY 31r 1998 

Water and sewer system 
Water wells and pumps 
Water filter systems 
Water meters and hydrants 
Trucks 
Equipment 

Basis of accounting 

10-50 
20 

10-25 
25 
5 

5-25 

years 
years 
years 
years 
years 
years 

All 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 of these funds are included on the balance sheet. Fund equity (i.e., net 
total assets) is segregated into contributed capital and retained earnings components. 
Proprietary fund-type operating statements present increases (e.g., revenues) and 
decreases (e.g., expenses) in net total assets. 

All governmental fund types are accounted for ~aing the modified accrual basis of 
accounting. Their revenues are recognized when they become susceptible to accrual 
(i.e., measurable snd 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 their receipt occurs soon enough after the end of the 
accounting period so as to be both measurable and available. Taxpayer assessed income, 
such as ad valorem taxes, and gross receipts from fines, occupational licenses and 
permits are considered measurable when in the hands of collecting governments and are 
recognized as revenue at that time. Miscellaneous revenues other than interest income 
are recorded when received in cash because they are generally not measurable until 
actually received . 

The proprietary fund is accounted for using 
revenues are recognized when they are earned 
incurred. 

the accrual basis of accounting whereby 
and expenses are recognized when they are 

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

12 



TEB TO FINANCIAL STATEMEN S 

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 ere met, or when the Town has a ]egal 
claim to the resources, the liability for deferred revenue is removed from the combined 
balance sheet and revenue is recognized . 

Buduets and BudQetarv Accountin 

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

I. The Town Treasurer prepares a proposed budget and submits 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 ]east 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 is adopted on a basis consistent with generally 
accepted accounting prlncip]es (GAAP). Budgeted amounts are as originally adopted, or 
as amended from time to time by the Board of Aldermen. 

8. A budget is adopted for the Proprietary Fund on an accrual basis. 

Cash and cash euuivalents 

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

cash - includes not only currency on hand but also demand deposits with banks or 
other financial institutions and other kinds of accounts that have the general 
characteristics of demand deposits in that the customer may deposit additional funds 
at any time end also effectively may withdraw funds at any time without prior notice 
or penalty . 

Cash equivalents - short term, highly liquid investments that are readl]y convertlb]e 
to known amounts of cash and are so near their maturity that they present insignificant 
risk of changes Jn value because of interest rates. Generally, only investments with 

13 



OF ZWOLLE o LOUISIANA 
NOTE 

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 t~me 
information becomes available which would indicate the uncollectlbilJty of the 
particular receivable. 

Comparative data 

Total columns on combined statements - overview 

Ing 
n 's 

Jor 
n c e 

Total columns on the combined statements - overview are captioned "(MEMORANDUM ONLY)" 
to indicate that they are presented only to facilitate financial analysis. Data in 
these columns do not present financial position, results of operations, or cash flows 
in conformity with generally accepted accounting principles. Neither is such data 
comparable to a consolidation. Interfund eliminations have not been made in the 
aggregation of this data. 

Compensated absences 

Employees of the Town are entitled to paid 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 

The Town bills and collects its own property taxes using the assessed values determined 
by the tax assessor of Sabine Parish. 

For the year ended May 31, 1998, taxes of 7.55 mills were levied on property with 
assessed valuations totaling $5,364,430. Total taxes levied were $40,502 which were 
for general corporate purposes. Ad valorem taxes receivable at May 31, 1998 amounted 
to $225. 

14 
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TOWN OF ZWOLLE 
_  
x,o u_  zs z A,~_A  

FINANCIAL ST 
MA Y 31ju 1998 

IDter f u nd
_  Recel .vables  @nd Payables 

Individual interfund receivables and payable balances at May 31, 1998, were as followst 

Fund 

Genera] Fund 
Proprietary Fund 

Total 

(4) pue f r_on_~ Qt hg [__Gover*!ment al M n_it s 

Interfund 

$214,593 
0 

$214,593 
= = = = = ~ = =  

Interfund 

$ o 
~k9~593 

$214,593 
= = = = = ~ = = 

Amounts due from other governmental units at May 31, 1998, consisted of the fo]lowlng 

General 

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

(5) Restricted Assets - Propriet@[~ Dd Typ e 

Restricted assets were applicable to the following at May 3lt 

Customers' deposits 
Revenue bondst 
Sinking fund 
Reserve fund 
Depreciation & contingency fund 
Construction fund 

Total restricted assets 

(6) Changes in F_Ixed Assets 

1998 

$4,363 
= = = = = = 

1997 

$ 21,250 $ 21,025 

$ 84,271 
= = = = = = = = 

A summary of changes in general fixed assets follows~ 

Land 
Buildings 
Equipment 
Autos and trucks 
Coding of ordinances 
Recreation equipment 

Total 

BALANCE 
JUNE 1, 
1997 

$ 12,172 
85,260 
78,759 

145,558 
3,250 

_  
34~ 860 

$359,859 
= = ~ = = = = =  

ADDITIONS 
$ 0 

0 
18,042 

0 
0 
0 

$18,042 

35 

DEDUCTIONS 
$ 0 

0 
0 
0 
0 
0 

0 

4,129 
35,680 
15,680 
21,iOO 

$ 77,614 
= = = = = = ~ 

BALANCE 
MAY 31, 
1998 

$ ]2,172 
85,260 
96,801 
145,558 
3,250 

34.860 

$377,901 
= = = = = = = = 



TOWN OF 

MAY 31, 1998 

A summary of proprietary fund type property, plant and equipment at May 3], ]998 
follows: 

Building 
Water system 
Sewer system 
Water wells and pumps 
Water filter systems 
Water meters and hydrants 
Trucks 
Equipment 
Construction in progress - sewer plant upgrade 

Total 
Less accumulated depreciation 

(7) Retirement System 

(8) Lease Obliqations 

5,940 

The Town is obligated under a certain lease accounted for as an operatlng lease. This 
lease is re# the use of land comprising 2.98 acres for the operation and drilling of 
water wells. The term of the lease is forty years 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 ts account groups. The following is a schedule by years of future 
minimum rental payments under operating leases that have Inltial or remaining 
noncaneelable lease terms Jn excess of one year as of May 31, ]998: 

Year ending 

1999 
2000 
2001 
2002 
2003 

Later years 
Total minimum payments required 

16 

Amount 
1,500 
1,500 
1,500 
1,500 
1,500 

$48,125 
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TOWN _OF_ Z WO~ $._._LOU_.I S XAN& 
NOTES TO FINANCIAL STATEMENTS 

Cash and cash EQuiv ents 

Louisiana 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 
organized unde~ Louisiana law and national banks having their principal offices Jn 
Louisiana. 

As described in Note I, cash equivalents include all short term hlgh]y 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, 1998, the Town of Zwolle has cash and cash equivalents totaling $788,888 
as follows: 

Demand deposits 
Money market accounts 
Savings accounts 
Petty cash 

General 
Fund 

$ (3,117) 
362 ,321 

785 
100 

Enterprise 

$ 33,077 
504,558 

0 
100 

$ 29,960 
866,879 

785 
2OO 

Total cash and cash equivalents $360,089 $537,735 $897,824 
= = = = = = = =  = = = = = = = =  = = = = = = = =  

(10) Lonq-t_erm Debt 

17 



NOTES T..9 ~tN~ C~ %L_~_TA_ TE_ME S T~ 

The following is a schedule by years of future principal payments under the above 
Bonds: 

Year ending 
. _ ~ay~3] Principal Interest Total 

]999 
2000 
2001 
2002 
2003 

Later years 

Total 

9 ,253 
9,726 
]0,224 
10 ,747 
12,297 

690~858 

36,330 
35,857 
35,359 
34,836 
34,286 

45,583 
45,583 
45,583 
45,583 
45,583 

!,~6~z224 

$730,808 $751,034 $],481,842 

Under the terms of the bond agreement with FmHA, all income and revenues earned or 
d~r]ved from operations of the utility fund are pledged and dedicated to the retirement 
of the Bonds, and are to be used for the following expressed purposes: 

(a) Payment of all reasonable expenses of operation and maintenance of the 
system . 

(b) Each month there will be set aside into a fund called the "Water Revenue 
Bond and Interest Sinking Fund" (the "Sinking Fund"), a sum equal to one-twelfth 
(i/]2th) the Interest falling due on the next interest payment date durlng the 
flrst year the Bonds are outstanding and, thereafter, a sum equal to the total 
amount of principal and ~nterest falling due on the next prlncipa] 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 required through September 25, ]993, and $3,799 monthly 
thereafter. The balance required at May 31, ]998 is $3,799. The present 
balance is $4,223. 

(c) There will be set aside monthly into a "Water Revenue Bond Reserve Fund" 
(the "Reserve Fund"), commencing w~th the month following completion of and 
acceptance of the Improvements and extensions flnanced with the proceeds of the 
Bonds, a sum at least equal to five percent (5%) of the amount to be pald 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 to the hlghest combined principal and interest falling 
due in any year on the Bonds as a Debt Service Reserve, the money In the Reserve 
Fund to be retained solely for the purpose of paying the principal of and 
interest on bonds payable from the Sinking Fund as to which there would otherwlse 
be default. Monthly deposits of $163 are required through September 25, 1993 and 
$190 monthly thereafter until the balance reaches $45,583. The balance required 
at May 3], 1998 is $]2,272. The present balance is $18,549. 
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(d) There will be set 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 stlm of 
$]93 per month. The balance required at May 31, 1998 is $13,124. The present 
balance is $18,549. 

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

( ] 1 ) ~Atl~~_.~n~ _Use Tax 

On April 16, ]988, the voters of the Town of Zwo]le approved a ]% sales and use ta 
upon the sale at retail, the use, the lease or rental, the consumption or storage fo 
use or consumption of tangible personal property and on sales of services in the Town 
The ]% sales and use tax is dedicated to the General Fund to be used for any lawfu 
corporate purpose as deemed necessary by the Board of Aldermen . Sales taxes receivabl 
as of May 3], ]998 amounted to $]9,953. 

(12) Deficit in Retained EarninQs 

The retained earnings deficit in the Utility Fund at May 31, ]998 is due prlmarl]y t 
an unusually high level of repairs during the ]995 and engineering fees of $50,96 
related to design work on a new wastewater processing plant, which design wa 
subsequently abandoned by the Town . The normal operations of the Utility Fund ar 
expected to eliminate the deficit in retained earnings within the next several years 

(]3) C ontingencie~ 

Depart ment of Environmental Quality 

On June 28, ]991, the Louisiana Department of Environmental Quality (DEQ) issued a 
"Compliance Order" which alleges the Town violated La. R.S. 30:2076(A)(1)(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 requirements to be followed after January I, ]993. The order also requires 
certain reports to be submitted to DEQ. Should the Town fall to comply with this 
"Compliance Order", the Town could be assessed civil penalties in an amount not to 
exceed $50,000. The Town is presently attempting to comply with this order and no 
civil penalties have been assessed. On May 12, 1993 the Town requested an extension of 
time from DEQ to meet the effluent limitations. On July 19, 1996 the Town received a 
Water Discharge Permit from DEQ with a requirement that construction of the wastewater 
upgrade project be completed by October I, 1997. On December 22, ]997 the Town awarded 
a construction contract in the amount of $434,000 for sewer plant ~mprovements 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 ]998. 

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 an a request 
for reimbursement by the State for expenditures disallowed, if any, under the terms and 
conditions of the appropriate agency. 
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Z, m Y 3 Z ,_ .. ZZ99~  

The Town has been billed by Nowlin & Assoclates for engineering fees in the amount of 
$23,572 in connection with a completed water improvement project. These fees were 
subject to potential litigation, however the Town settled this matter in November 1998 
for $19,000 and thls 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 abandoned 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 $50,960 relatlng 
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 . 

(14) Pendin~ Lit! aflation 

In addition to the legal proceeding discussed in Note 13, the Town is a party to other 
legal proceedings involving suits filed against the Town for various reasons, however 
Town management does not believe the Town is exposed to any material losses In these 
proceedings. Accordingly, no provision for losses (other than as discussed in Note 13) 
is included in the financial statements. 
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FINANCIAL STATEMENTS 
OF INDIV IDUAL FUNDS 
AND ACCOUNT GROUPS 

* * * * * * 

GENERAL FUND 

TO account for resources traditionally associated with governments 
are not required to be accounted for in another fund. 
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ASSETS 

TOW N O FZW OLLE, LO UISIANA 
GENERAL FUND 
BALANCE SHEET 

MAY 31.1998AND 1997 

Cash and cash equivalents 
Receivables 
Due from W ater and Sewer Fund 
Due from State of Louisiana 
Prepaid insurance 

Total assets 

LIABILITIES AND FUND BALANCE 

Liabilities: 
Accounts payable 
Payroll taxes withheld and payable 
Accrued w ages payable 
Unearned revenue 

Total liabilities 

Fund Balance: 
Fund balance - undesignated 

Total fund balance 

[oral liabilities and fund balance 

EXHIBIT F-- 1 

1998 1997 

$360,089 
20,177 
214,593 
4,363 
4.214 

$371,807 
18,778 

160,666 
6,301 
8.224 

$603,436 $565.776 

$5,094 
2,974 
8,254 
300 

2,022 
5,634 
5,378 
5.183 

16.622 28.217 

586.814 537.559 

586.814 537.559 

$603,436 $565,776 

The accom panying notes are an integral part of these statements 
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EXtlIBI] F 2 
Page I of 3 

1O W N O F ZW O LLE, LO UISIANA 
G ENERAL FUND 

SIA]EM EN] O F REVENUES, EXPENDITURES AND C ttANG ES IN FUND BALANCES - 
BUDGET (GAAP BASIS) AN[) AC]UAL 

YEAR ENDED MAY 31, 1998 
W lIH CO M PARATIVE ACTUAL AM O UNIS FO R YEAR ENDED M AY 31, 1997 

Revenues: 
]axes: 
Ad velolem taxes 
Franchise taxes 
Sales taxes 

Total taxes 

l icenses and perm its: 
O ccupational licenses 
Beer licenses 

]oral licenses and perm its 

ntergovernnlental; 
Beer tax 
l+obecco tax 
Video poker 
Federal and state grants 
Paym ent in lieu of tsx - Sabine 
Parish Housing Authority 

Total intergovefnm enta 
revenue 

Charges for services: 
Garbage and trash charges 

Total charges for services 

Fines and Forfeits: 
Fines 

"Total fines end forfeits 

M iscellaneous revenues 
Interest incom e 
Other 

"Total m iscellaneous revenues 

"Totalrevenues 

1998 

BUDGET ACIUAt. 

$40,000 
37,000 
200.000 

$40,O81 
41,148 
222.062 

1997 

VARIANCE 
FAVORABLE 
UNFAVORABLE) ACTUAL 

$81 
4.148 
22,062 

$40,103 
43,147 
205,349 

277.000 303,291 26,291 288,599 

62,000 
2,000 

64,394 
4,877 

2,394 
2,877 

58,326 
695 

64.000 69.271 5.271 59.021 

6,800 
9,200 
2,000 

0 

3,659 
9,255 
1,918 
4.792 

141) 
55 

(82) 
792 

8,502 
0,042 
2,538 
4.624 

3.600 4,660 t,060 4,166 

21,600 24,284 2,684 29,872 

42,500 

42.500 

34,000 

34.000 

10,000 
8.700 

41.O68 

41.068 

25.924 

25,924 

11,251 
8,596 

18,700 19,847 

457.800 483.685 

(1,432) 

(1,432) 

(8,076) 

(8,076) 

1.251 

(104) 

1,147 

25,885 

The accom panying notes ate an integral part of these statem ents 
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42,603 

37,854 

37.854 

10.116 
8.568 

18.684 

476,633 



 

EXIIIBI] F~ 2 
Page 2 of 3 

TO W N O F ZW O LLE, LO UISIANA 
G ENERAl. FUND 

SIAIEM ENT O F REVENUES, EXPENDITURES AND C HANG ES IN FUND BALANC ES - 
BUDGET (GAAP BASIS) AN[) AC'[IIAL 

YEAR ENDED M AY 31 , 1998 
W [IH CO MPARATIVE AC'f UAL AMO UN18 FO R YEAR ENDED MAY 31, 1997 

Expenditures: 
Current: 
G eneral governm ent: 
Salaries - Adm inistrative 
Salaries - M ayor & Alderm an 
Salaries - office 
Legal & accounting 
Payroll taxes 
Unem ploym ent benefits 
Office supplies 8, printing 
insurance 
Court costs 
Depot m aintenance 
Audit 
Dues and subscriptions 
Advertising 
Supplies 
Utilities and telephone 
Collection fee 
Repairs & m aintenance 
lravet & sem inars 
M iscellaneous 
Fiesta expense 
Capital outlay 

lotal general governm ent 

Public safety: 
Police departm ent: 
Salaries 
1raining 
Jail expense 
Police car expense 
Insurance 
M isce[laneous 
Supplies 
Payroll taxes 
Telephone 
Uniform m aintenance 
Capital outlay 

Total police departm ent 

BUDG ET 

$0 
27,000 
20,000 
2,000 
5,596 

o 
8,300 
10,350 

0 
400 

3,450 
600 

3,000 
5,500 
7,520 
3,900 
6,750 
6,000 
1,7OO 
2,000 
8,000 

1998 1997 

VARIANCE 
FAVO RABLE 

ACTUAL (UNFAVORABLE) ACIUA[ 

$0 
22,500 
14,159 
8,30t 
3,016 

7 
5,733 
13,934 

0 
8 

3,450 
377 

1,080 
4,528 
11,342 
4,940 
1,482 
5,273 
10,207 
1,650 
5.686 

$0 
(4,500) 
(5,841) 
1,301 

(580) 
7 

(567) 
3,584 

0 
392 

0 
223 

1,920 
972 

(3,822) 
(1,04o) 
5,268 
727 

(8,507) 
35O 

(2,686) 

$O 
24,442 
18,432 
2,611 
3,280 

(835 
4,625 
17,427 

0 
253 

3,450 
326 

2,885 
5,857 
7,660 
4,034 
2,998 
6,505 
5,711 
2,137 
9.103 

113.066 112.673 393 120,901 

108,800 
1,200 

0 
17,500 
15,660 
5,900 
3,000 
8,323 
1,200 
1,500 
5.000 

120,142 
1,071 

0 
17,665 
t 2,409 
3,248 
2,246 
9,191 
896 

2,090 
1.835 

11,342) 
129 
0 

(165) 
3,241 
2,652 
754 

(868) 
304 

(590) 
8,165 

98,844 
970 
428 

14,628 
16,137 
4,196 
2,108 
7,585 
1,443 
176 
0 

168,073 170,793 (2,720) 146,515 

The accom panying notes are en integral part o1 these statements 
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EXFIIBli F 2 
Page 3 of 3 

TO W N O F ZW O LLE, I O UISIANA 
G ENERAl_ FUND 

SI A1EM ENT OF REVENU[:S, EXPENDtlURES AND C~-~ANGES IN FUND BAt ANCES -= 
RLfDGEI (GAAP [3ASIS) AN[] ACIUAL 

YEAR ENDED MAY 31, 1998 
W ITH CO MPARA IIVE ACTUAL AMO UN]S FOR YEAR ENDED MAY 31, 1997 

Expenditures: (continued) 
Fire departm ent 

Highways and streets: 
Salaries 
Payroll taxes 
Rt*nmirl~ & m eintenanee 
Supplies 8, m aterials 
M iscellaneous 
Street signs 
Street lighting 
Street truck & tractol expense 
Insurance 
Capital outlay 

]oral highways and streets 

flealth and sanitation: 
Salaries 
Payroll taxes 
G arbage truck expense 
M iscellaneous 
Insurance 
Supplies 
Capital outlay 

lotal health and sanitation 

Recreation: 
Repair 8, m aintenance 
M iscellaneous 
Utilities 

TotaF recreation 

lotal expenditures 

BUDGET 

1998 1997 

VARIANCE 
FAVO RABLE 

ACIUAL (UNFAVORABt E) ACIUAL 

$0 $506 ($506) $732 

37,000 
2,831 

102,500 
12,000 

650 
1,200 

20,000 
4,500 
7,900 
5,000 

39,521 
3,O23 
2,678 
20,171 
1,368 

0 
18,007 
'4,414 
6,336 
10.015 

(2,521) 
(192) 

99,822 
(8.171) 
(718) 
1,2oo 
1,993 

86 
1,564 

(5,015) 

32,374 
2,477 
1,574 
13,633 
2,27a 
111 

19,658 
2,959 
4,805 

0 

193,581 105,533 88,048 80.069 

31,000 
2,372 
4.400 
700 

6,350 
400 
0 

31,464 
2,407 
1,773 
571 

8,054 
212 
0 

(464) 
(35) 

2.627 
129 

1,704) 
188 
0 

31,375 
2,400 
1,861 
1,018 
6,640 
422 

0 

45,222 44,481 741 43.716 

700 
100 
200 

159 
285 
0 

444 

541 
185 
2O0 

556 

180 
583 
38 

601 

520,942 434,430 86,512 392.734 

Excess (deficiency) of revenues over (under) 
expenditures (63,142) 49,255 112,397 

Fund balance, beginnning of year 

Fund balance, end at year 

537,559 537,559 0 

$474,417 $586,814 $112,397 

q he accom panying notes are an integral part of these statem ents 
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ASSETS 

TOW N O F zW O LLE, LO UISIANA 
ENTERPRISE FUND - W ATER AND SEW ER FUND 

CO M PARATIVE BALAN CE SHEET 
M AY 31. 1998 AND 1997 

Current assets: 
Cash and cash equivalents 
Accounts receivable, net of allow ance for 
doubtful accounts of $2,853 in 1998 and $2,937 in 1997 
Prepaid insurance 

Total current assets 

Restricted assets: 
Cash and cash equivalents 
C ustom ers' deposits 
Revenue bonds: 
Sinking fund 
Reserve fund 
Depreciation & contingency fund 
Construction fund 

Total restricted assets 

Land 
Plant and equipm ent, at cost, net of accum ulated 
depreciation of $779,923 in 1998 and $722,915 in 1997 

Total assets 

EXHIBll G .- 1 
Page 1 of 2 

1998 1997 

$453,464 $339,457 

29,511 
0 

22,172 
0 

482.975 361,639 

21.250 

4,223 
18,549 
18,549 
21.700 

84,271 

1.560 

1.533.968 

21,025 

4,129 
15,680 
15,680 
21.100 

77.614 

1,560 

1.548.228 

$2,102,774 $1,989,041 

The accom panying notes are an integral part of these statem ents 
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TOW N OF ZW OLLE, LOUISIANA 
ENTERPRISE FUND - W A'fER AND SEW ER FUND 

CO MPARATIVE BALANCE St4EET 
MAY 31. 1998 AND 1997 

LIABILITIES AND FUND EQUITY 

Liabilities: 
Current liabilities (payable from current assets) 
Accounts payable 
Sales taxes payable 
Accrued wages payable 
Due to General Fund 

Total c~~rranl liabilities (payable from current 
assets) 

Current liabilities (payable from restricted assets) 
Custom ers' m eter deposits 
Accounts payable 
W ater revenue bonds 
Interest payable 

Total current liabilities (payable from restricted 
assels) 

Long- term liabilities: 
W ater revenue bonds 

+lolaF liabilities 

Fund equity: 
Contributed capital- 
Municipalily 
Federal Revenue Sharing 
HUD block grant 
F HA grant 
Louisiana sewer grant 
LDUCA CDB grant 

Total contributed capita 

Retained earnings (deficit): 
Reserved for revenue bonds- 
Sinking fund 
Reserve fund 
Depreciation 8, contingency fund 
Construction fund 

Unreserved (deficit) 

Total retained earnings (deficit) 

lotal fund equity 

Totar liabilities and fund equity 

EXtURll G - 1 
Page 2 of 2 

1998 1997 

$63,758 
389 
0 

214,593 

$56,198 
513 

1,905 
169,666 

278.740 219,282 

1,250 
9,000 
9,253 
1.802 

21,025 
O 

8,753 
406 

51,305 30.1~4 

721,555 

1.051,600 

133,944 
62,540 
72,272 
195,000 
39,943 
560,751 

73t,959 

981.425 

133,944 
62,540 
72,272 
195,000 

0 
560,751 

1.064.450 1,024,507 

4,223 
18,549 
16,549 
2,709 

(57,297) 

(13,276) 

1,051,174 

$2,102,774 

lhe accom panying notes are an integral part of these statem ents 
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4,129 
15,680 
15,680 
21,100 

(73,480) 

(1&891) 

1,007,616 

$1.989,041 



 

]OW N OF ZW OLLE, LOLItSIANA 
COMPARATIVE SIAIEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS 

WATER AND SEWER FUND - BUDGET (GAAP BASIS) AND ACTUAL 
YEARS ENDED MAY 91, 1998 AND 1997 

Operating revenues: 
W ateT cha~ges 
Sewer charges 
lap, connect and reconnect fees 
Total operating revenues 

Operating expenses: 
W ater Department: 
Audit fee 
Bad dab1 expense 
Depreciation 
Insurance 
M iscellaneous 
Office supplies 
Pe, yr oit te~xes 
Rer, t 
t~ep~lrs end m alr~tenance 
Salaries 
Supplle~ 
"[elephone 
Travel 
lruck expense 
Utilities 
"[ot~l water depadment expenses 

Sewer Deparlment: 
Chemicals 
Audit fee 
Con~uitanl fees 
Depreciation 
(nsur~nce 
M iscellaneous 
Office supplies 
Payr eli taxes 
Repairs and maintenance 
Salaries 
Sewer testing 
Supplies 
Tiavel 
Truck expenses 
Utilities 
Total sewer dep~rtment expenses 

Total operating expenses 

Operating income (loss) 

Nonoperetlng revenues (expenses 
Interest incom e 
Interest expense 

Nel Income (loss) 

Retained earnings, beginning o1 year 

Retained eejrnings (deficit), end of year 

BUDGET 

$I70,000 
53.000 
12,950 
235,950 

1,750 
50 

37,000 
9,450 
900 

4,100 
2,679 
1,550 
19,500 
35,000 
28,000 
1.054 
1,500 
4.000 
18,500 
165,032 

6.000 
1,700 

0 
21,000 
1.400 
844 
50 

1,683 
12,000 
22,009 
3.500 
9,000 
2,500 

0 
6,000 
B1,677 

246,709 

(10.759) 

11,000 

(37,256) 
(26,2~) 

(37,Ol 5) 

1998 
VARIANCE 
FAVORABLE 

ACTUAL (UNFAVORA BLE) 

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

1.725 
(110) 

37,856 
8,888 
1,847 
2,660 
2,934 
1,751 
11,639 
33,850 
10,674 
1,288 
532 

2,417 
20,369 
34.8il 

1,259 
1,725 

0 
23.491 
2,192 
1,575 
337 
895 

17,368 
10.393 
4,260 
5,025 

20 
1.060 
3,776 
7~,~7~ 

208,t87 

26,769 

13,937 
(37.091) 
(23.t 54) 

3.615 

(,$53,906) . {$13,276) 

The Bccon~panylng notes ere en Integral pair of these slAtements 
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($286) 
1.557) 
849 

25 
160 
(856) 
8,562 
(447) 
1,440 
(256) 
(2oi) 
7,881 
1,156 
17,326 
(234) 
968 

1.583 
(I .860) 
30,221 

4.741 
(25) 
0 

(2,491) 
(792) 
(731) 
(287) 
7BB 

(5,368) 
t 1,607 
(760) 

(2,025) 
2,480 
(I ,060) 
2,224 

38,522 

37,528 

2,937 
165 

3.102 

40,630 

$~0,630 

I~ 7 

ACTUAL 

$163,854 
51,322 
17,702 
232,878 

1,725 
(H7) 

38,467 
7,092 
2,805 
3.252 
2,565 
1,923 
9,070 
33,529 
21,923 
1,083 
501 
999 

15,364 
146.161 

2,555 
1,725 

O 
22,459 
3.337 
682 
O 

1.936 
2,296 
25,309 
3,525 
4,751 
1,706 
302 

3.665 
74.248 

220,429 

12.449 

12,046 

~37,400) 
(25.354) 

(I 2,905) 

43,986) 

($16,89t) 



GENERAL FIXED ASSETS ACCOUNT GROUP 

To account for fixed assets not used in proprietary fund operations 

30 



 

TO W N O F ZW O LLE, LO UISIANA 
CO M PARATIVE STATEM ENT O F G ENERAL FIXED ASSETS 

M AY 31. 1998 AND 1997 

General fixed assets, at cost: 
Land 
Buildings 
Equipm ent 
Autom obiles, trucks and m achinery 
Coding of ordinances 
Recreation equipm ent 

Total general fixed assels 

nvestm ent in general fixed assets 

General fund revenues 
Federal revenue sharing funds 
Grants 
Contributions 

Total investm ent in general fixed assets 

1998 

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

34.860 

EXHIBIT H - t 

1997 

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

$377,901 $359,859 

$222,183 
120,215 
16,774 
18.729 

$204,141 
120,215 
16,774 
18.729 

$377,901 $359.859 

The accom panying notes are an integral part of these statem ents 
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OTHER SUPPLEMENTARY INFORMAT ION 
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TO W N O F ZW O LL.E, LO UISIANA 
SCHEDULE O F PER DIEM PAID THE BOARD O F ALDERM EN 

YEAR ENDED M AY 31. 1998 

P. M . W oods 
Allen Rivers 
Charles M iller 
M artha Henderson 
C loteal Polk 
C arolyn Cutright 

Supplem entary schedule. Presented as additional analytical data 
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SINGLE AUDIT SECTION 
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Eugene W . Frem aux II 

Celtified Public A ccountanl Many, l.o.b, iana 71449 
318~ 256-0332 

INDEPENDENT AUDITOR *S REPORT ON COMPLIANCE W ITH LAWS 
AND REGULAT IONS BASED ON AN AUD IT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE W ITH 
GOVERNMENT AUDITING STANDARDS 

Honorable P . M . Woods, Mayor 
and Board of Aldermen 

Zwolle , Louisiana 

I have audited the general purpose financial statements of the Town of Zwol)e, 
Louisiana, and the combining, individual fund, and account group financial statements 
of the Town of Zwolle, Louislana, for the year ended May 31, 1998, and have issued my 
report thereon dated November 25, 1998. 

The results of my tests disclosed no instances of noncompliance that are required to 
be reported under Government Auditinq Standards. 

I noted certain immaterial instances of noncompliance that I have reported to 
management of the Town of Zwolle in a separate letter dated November 25, ]998. 

EUGENE W . FREMAUX II, CPA 

November 25, 1998 
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Eugene W . Frem aux II 

Cer|ified Public A ccosstan 

INDEPENDENT AUDITOR 'S REPORT ON INTERNAL CONTROL 
STRUCTURE RELATED MATTERS NOTED IN FINANCIAL STATEMENT  

AUDIT CONDUCTED IN ACCORDAN CE WITH GOVEP.J~_~EN~  AUDITING ST~ DARDS 

Honorable P . M . Woods, Mayor 
and Board of A ldermen 

Zwolle, Louisiana 

I have audited the general purpose financial ~tatements of the Town of Zwo]]e, 
Louisiana, and the combining , individual fund, and account group financial statements 
of the Town of Zwolle, Louisiana, for the year ended May 3l, ]998, and have issued my 
report thereon dated November 25, 1998. 

I conducted my audit in accordance with gene~ally accepted auditing standards, 
Government Auditing St_

an dard s , issued by the Comptroller General of the United States, 
and the provisions of Office of Management and Budget Circular A-128, "Audits of stats 
and Local Governments". Those standards and OMB Circular A-128 requlre that I plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. 

The management of the Town of Zwolle, Louislana is responsible for establls~llng and 
maintaining an internal control structure . In fulfilllng this responsibility, 
estimates and Judgments by management are required to assess the expected benefits and 
related costs of Internal control structure policies and procedures. The objectives 
of an internal control structure are to provide management with reasonable, but not 
absolute, assurance that assets are safeguarded against loss from unauthorized use or 
disposition, and that transactions are executed in accordance with managemsat's 
authorization and recorded properly to permit the preparation of general purpose 
financial statements in accordance with generally accepted accounting prJnclples. 
Because of inherent limitations in any internal control structure, errors or 
irregularities may nevertheless occur and not be detected. Also, projection of any 
evaluation of the structure to future periods is subject to the risk that procedures 
may become inadequate because of changes in conditions or that the effectiveness of the 
design and operation of policies and procedures may deteriorate. 

In planning and performing my audit of the general purpose financial statement of the 
Town of Zwolle, Louisiana, for the year ended May 31, 1998, I obtained an understanding 
of the internal control structure. With respect to the internal control structure, I 
obtained an understanding of the design of relevant policies and procedures and whether 
they have been placed in operation, and I assessed control risk in order to determine 
my auditing procedures for the purpose of expressing my opinion on the general purpose 
financial statements and not to provide an oplnioD on the internal control structure. 
Accordingly, I do not express such an opinion. 

I noted certain matters, described below, Involvlng the internal control structure and 
its operation that I consider to be a material weakness and a reportable condition 
under standards established by the Amerioan Institute of Certified Public Accountants. 
Reportable conditions involve matters coming to my attention relating to slgnlflcant 
deficiencies in the design or operation of the internal control structure that, in my 
judgment, could adversely affect the entity's ability to record, process, summarize, 
and report financial data consistent with the asseKtions of management in the component 
unit financial statements. A material weakness is a reportable condition in which the 
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design or operation of one or more of the speciflc internal control structure elements 
does not reduce to a relatively low level the risk that errors or irregularities in 
amounts that would be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees in the normal course 
of perform ing their assigned functions. These conditions were considered in 
determining the nature, timing , and extent of the procedures to be performed in my 
audit of the financial statements of the Town of Zwo]le , Loulslana, for the year ended 
May 3], ]998. 

ATUS OF PRIOR YEAR 

i. Existinq condltion 

IONS 

During the year ended May 31, 1997 the Town had turnover in the 
bookkeeping position four times. In addition, in the middle of the year 
the Town changed accounting software packages. The resulting delays in 
producing monthly financial statements were inevitable given the 
surrounding turnover circumstances coupled with a change in the accounting 
software . However, during the latter part of the year procedures 
previously adopted to insure adequate internal control over general ledger 
processing and reliable monthly financial statements were overlooked. As 
a result, the primary bank accounts in each fund were not being 
reconciled. The lack of timely reconciliation allowed numerous errors, 
such as unposted deposits and checks, and posting errors, to go undetected 
for months. These errors resulted in unreliable interim monthly financial 
statements. In addition, this situation could allow bank errors or 
defa]catioss to go undetected for months. 

The bank accounts for the year ended May 31, 1998 were not reconciled 
untl] November 1998. The lack of timely reconciliation allowed numerous 
errors, such as unposted deposits and checks, and posting errors, to go 
undetected until November 3998. These errors resulted in unreliable 
interim monthly financial statements. In addition, this situation could 
allow bank errors or defalcations to go undetected for months. 

Recommended action 

The checklist and review procedures adopted by the Council, and 
implemented in October 1995, as outlined is my management letter dated 
November 15, 1996, should be reimplemented as soon as possible so that 
adequate internal controls will exist over the general ledger posting. 
These procedures require the use of a comprehensive month end general 
ledger closing checklist, with appropriate review by the Alderman assigned 
to the Treasurer function. 

Action taken 

The newly hired clerk has reconciled all the bank accounts through October 
31, 1998 and has been instructed to furnish copies of all bank 
reconciliations to the Treasurer with the monthly financial statements. 

2. Existino condition 

During the year ended May 31, 1997 the Police Department (i) hired a 
clerk, (2) acquired a software database package to track tickets, prepare 
dockets for Mayor's Court and malntals defendant history, and (3) changed 
the procedures for handling tickets. All processing of tickets from 
issuance to ultimate disposition is now handled by the clerk in the police 
department, including receiving payment and preparing the cash receipt and 
the related bank deposit sllp . 

The police software database package is definitely a step in the right 
dlrestlon by the police department in terms of efficiency and the 
avallabi]lty ef hlstorical information, however the software does not 
provide adequate control over processing of tickets. The software appears 
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to be unable to provide a number of vital reports, such as (I) listing of 
tickets in numeric sequence, (2) report of unpaid tickets, (3) report of 
unserved bench warrants, (4) report of tickets sent to Louisiana 
Department of Public Safety, District Count, and Juvenile Court, (5) 
report of fines being paid under the installment plan, (6) report of 
outstanding community service obligations, (7) report of missing tickets, 
and (8) report of bonds outstanding. The software does not have an input 
field to capture the cash receipt number when the ticket is paid . In 
addition, the software has no password controls on updating records, 
therefore anyone with physical access to the computer could update 
records. The clerk indicated that the vendor had provided no training, 
nor was there any user documentation for the system . 

The manual numeric log, maintained by the Town clerk, is no longer being 
used . 

In additlon, the Mayor has indicated that he has a problem with the 
current system used by the Police Department, since he does not have 
access to the computer database, therefore he cannot obtain information 
needed to discuss charges with defendants when they contact him. In 
addition, the Mayor indicated that the Police Department does not provide 
him tickets related to Mayor's Court until immediately preceding Court, 
therefore he has inadequate time to review tickets prior to Court. The 
Mayor has also indicated that access to fhe tickets maintained in the 
Police Department office is also a problem at times since the Police Chief 
has refused to furnish him a key to the office . 

Recommended action 

The software vendor should be contacted to determine if changes in the 
software can be made to correct some of the internal control deficiencies 
outlined above . In addition, the vendor silould also be requested to 
provide proper training in the use of the software and appropriate user 
documentation. Until these changes are implemented, the following 
procedures should be implemented to provide adequate control over tickets 
from issuance until dJspositionz 

i. Payments for fines should only be accepted at the front counter during 
normal business hours. The ticket number and type of payment should be 
shown on the cash receipt. The original of the cash receipt should go to 
the defendant, the second copy should be filed with the blue copy of the 
ticket in the bookkeeping office numerically in paid ticket file, and the 
third copy should remain in the cash receipt book. No member of the 
Polic~ Department, no member of the Council, nor the Mayor should accept 
payment of any ticket. 

2. The Police Department sheuld maintain a cash receipt book to recelve 
cash for cash bonds taken after business hours and dropped in the night 
deposit. 

3. The Pollce Department clerk should continue to maintain numeric flies 
of the yellow copy of the tickets. In addition, she should maintain 
control over unused tickets and post all tickets issued, and related 
activity , to the ticket database . 

4. The Town clerk or bookkeeper should maintain flies of blue copies of 
tickets in numeric order, by category (paid, unpaid, sent to DPS for 
collection, sent to District Court, etc.). 

5. The Mayor should be trained to use the computer database for query 
purposes and given access to the database and the related records. In 
addition, the Police clerk should furnish the Mayor a draft copy of the 
Court docke%, with related supporting documents, a day or two before 
Court. 
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6. The Town clerk or bookkeeper should maintain a numeric ticket log which 
accounts for all 'tickets from issuance until dlsposltion . 

7. All records relating to a given ticket (cash receipt, bench warrant, 
community service record, etc.) should be maintained with the blue copy of 
the ticket. 

8 . A subsidiary record should be maintained for all tickets being paid in 
installments. 

The above recommendations should provide adequate internal controls and 
segregation of duties. Procedures should be reevaluated if significant 
changes are made to the software . 

I. In general, payment for fines are only taken at the front counter 
during normal business hours. 

2. The Police Department does maintain a cash receipt book for cash bonds 
taken after buslness hours. 

3. The Police Department clerk does maintain numeric files of the yellow 
copy of the tickets and control over unused tickets. The clerk also posts 
all activity to the ticket database. 

4 . Blue ticket copies are currently maintained by the Mayor 

5. The Police Chief has offered the Mayor access to the database during 
norms] business hours. 

6. A comprehensive numeric log from issuance until disposition is not 
maintained, except for the information available in the computer ticket 
database . 

7. Thls information is only available in the computer database 

8. This information is only available in the computer database 

The software vendor has been 
software which will enhance the 

contacted about making changes 
internal controls of the system . 

I also noted other matters involving the internal control structure and its operation 
that I have reported to the management of the Town of Zwolle, in a separate letter 
dated November 25, 1998. 

This report is intended for the information of the Mayor and Board of Aldermen and the 
Louisiana Legislative Auditor. However, this report is a matter of public record and 
its distribution is not limited. 

S/Y~  
EUGENE W . FREMAUX, CPA 

November 25, 1998 
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Eugene W . Frem aux II 

Certified Public Accountant 

tlonorabie P. M . 
and Board of 

Town of gwo] ] e, 

Woods, Mayor 
A ldermen 
l,ouisJana 

Dear Mayor and Aldermen 

P O BOx 134 27(I M t, lhnvillc Ro,d 

M nny. I.ouisia,, 7141(I 
7tlR.256 O332 

]n connection with my audit of the genera] purpose, combining, individual fund, and 
account group financial statements of the Town of Zwo]le, l,ouis~ana for the year ended 
May 3], 1998, l offer the following observations and recommendations, whJc:h are 
intended to help ]reprove record keeping procedures and are intended to be construc:tSve 
in nature : 

1. Existinu conditio 

Occupational license applications are not being date stamped when 
received , so there is no documentation of when these applications are 
actually received , therefore it is difficult to determ ine if interest and 
penalty should be collected on returns filed after the due date. In 
addition, no interest or pe nalty was collected on delinquent occupational 
licenses for 1997 . Also , as of November 30, 1997, one taxpayer owes 
delinquent occupational and alcohol taxes for 1996 and 1997, despite the 
office staff sending a certified request for payment. 

The Council should adopt specific 
staff in dealing with delinquent 

guidelines to be followed by the office 
occupational licenses, such as: 

i. 14 days after due date - Send reminder notice. 
2. 45 days after due (|ate - Send certified letter. 
3. 55 days after due date - furnish delinquent list to Council 
member s. 
4. 65 clays after due date - turn taxpayer names over to Town's 
attorney for appropriate legal action. 
5. Payments from delinquent taxpayers should not be accepted 
without the payment of appropriate penalty and interest as 
spec] fied in the occupatJ onal ] icense app] |cat]on . 
6. App]Jcatlons received by mail after the due date should 
)~ave the envelope attached as proof of date of mailing. 

The guidelines should be 
all taxpayers, timely 
guidelines to the office 

]n addition, a copy of the prenumbered cash receipt for payment should be 
attached to the application, and the application should indicate the 
OCCupational license number issued to [:he taxpayer. 
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~ction t ~i~gJ~ 

The Counci ] has adopt ed formal gui de] i nes, si m i ] a; to ! he above 
suggestions, to be followed by the office staff tn dea]hlq w~th del]~qu('nt 
occupational ] ]ceriSeS. 

2. Existinq coi~ditio 

At November 30, 1997 approximately 60 taxpayers had not paid their 1996 ad 
valorem taxes despite publishing the llst in the local paper and other 
collection efforts by the office staff. 

R~ alnmandr~rt actio 

The Council should adopt specific gulde]ines to be followed by the office 
staff in dealing with delinquent ad va]orem taxes, which should include a 
tax sale of tile property. The gu~dellnes should be designed to provide 
equal and fair treatment of all taxpayers, timely collection of these 
taxes, and specific guidelines to the office staff ill dealing with 
delinquent taxpayers. 

~ction taken 

The Council has adopted appropriate guldel~nes for handling of delinquent 
ad va]orem taxes. 

3. ~xistino~ /J_ea 

The Council minutes pages are not numbered nor are they signed by the 
Mayor and the Council Secretary . 

Recommended actio 

The minutes of the Council meetlngs should be page numbered and slqned by 
the Mayor and the Com ~cil Secretary to indicate that they are true add 
complete records of the Council proceedings, as approved by the Council. 
In addition, the originals of the minutes, or a copy thereof, should be 
available to tile office staff during normal business hours for their USE. 

~ction takg_~ 

Council minutes are being signed by the Mayor and the Council SecrEtary 
and the pages are numbered. 

4. Existino conditio 

For a number of years the Town has provided support to the Zwolle Tamale 
Fiesta by participation in Fiesta events, by providing police servlces 
during the Fiesta , and by funding one-half of the cost of the liability 
insurance policy taken out by  the Fiesta association. State law provides 
that municipalities can only provide financial support to non-profit 
organizations in situations where the project is a cooperative project 
which benefits the citizens of the municipality . However, the benefits of 
supporting the Fiesta have not been documented . 

43 



The Town shou] d ent e~ J nto a formal, wrJ tt en coope~ ot J ve acjreeme~t w i I h 
t.he Fiesta association, which outlines the extent of tile Town's commJtmenl 
of resources to the Fiesta, along with documentation of tile benefits to be 
derived for the citizens of Zwol]e, who are providing the resources to tile 
Fiesta orqanJ zation . 

Action ta~9/~ 

The Council has adopted a resolution which substantially meets the above 
r eco~ nenda t i on. 

5. Existina condi tJo 

Eaoh Council member and the Mayor have authority to authoriza purchases up 

to 8500, however purchase orders are prepared daily by the office staff 
for purohases under 8500 without any formal authorization. Also, purchase 
orders are not always prepared in advance of the purchase . 

Purchase orders should be used to provide authorization for the emD1oyee 
to purchase the Item and to document why the item needs to be purchased 
and what department i s to be charged for the purchase. ] f thi s 
authorization can on]y collie from the Mayor or a Council member, lhen the 
Mayor (or a Council member) should be required to approve (authorize) a]] 
purchase orders in writing, before the item is purchased . Purchase orders 
should not be issued for recurring bJ]]s (such as electricity, etc.) and, 
oll a practical basis, should not be required for items under some limit 
(such as $10.00). 

~ctlon t~ 93~ 

The above changes have been made, however a review of purchase o~ders 
indicated that written approval was not alw@ys obtained on the purchase. 
According to the clerk who maintains the purchase order book, purchase 
orders are approved (some by telephone) before the purchase is made. As 
a practical matter, some purchase orders wi]] be generated by telephone 
ca]lsp however written approval of tile purchase order should still be 
obtained at the ear]Jest Opportunity. 

] . Existina condi IA o 

The budget for the year ended May 31, 1998 was not adopted until June 
1997. In addition, the budget for the yea~ ending May 31, 1999 was not 
adopted prior t~ July 7, 1998. Louisiana budget laws re<~ ire the budget to 
be adopted prior to the beginning of the year. 

Recommended actA o 

The budget should be prepared and adopted prior to the beginning of the 
year. 
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M anaoelil8n| t s reSDOllSe 

The council wJ]] adopt: a bridget for the year ending May 3], 2000 before 
May 3], ]999. 

The above observations and recommendations are not a]] 
thank you, lhe Board of Aldermen, to ld the Town employees 
my engagement. 

Sincerely 

EUGENE W . FRF.MAUX, CPA 

November 25, 1998 
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