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W e have audited the accom panying general purpose financial statem ents of the Town of N ew Llano, 
Louisiana as of and for the year ended June 30, 1999, as listed in the table of contents. These general 
purpose financial statem ents are the responsibility of the Town of N ew Llano, Louisiana's 
m anagem ent. Our responsibility is to express an opinion on these general purpose financial 
statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Governmental Auditing Standard~, issued by the 
Com ptroller G eneral of the United Slates. Those standards require that w e plan and perform the audit 
to obtain reasonable assurance about w hether the financial statem ents are free of m aterial 
m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosures in the financial statements An audit also includes assessing the accounting principles used 
and significant estim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presentation. W e believe that our audit provides a reasonable basis for our opinion. 

Governm ental accounting standards require disclosure of certain m atters regarding the year 2000 
issue. Due to the unprecedented nature of the year 2000 issue, m anagem ent believes that its effects 
and the success ofrem ediation efforts w ill not be fully determ inable before the year 2000. Since the 
effects of the year 2000 issue and the success of remediation efforts cannot be readily determined at 
the present tim e, m anagem ent has elected Io omit the required disclosures from the accompanying 
financial statem ents. 

In our opinion, except for the om ission of disclosures regarding the year 2000 issue as discussed in 
the previous paragraph, the general purpose financial statem ents referred to above present fairly, in all 
m alerial respects, the financial position of the "1 own of New Llano, Louisiana, as of June 30, 1999, 
and the results of its operations and the cash t]ow s of its proprietary fund types for the year then 
ended in conform ity w ith generally accepted accounting principles. 

M em bel~ 
Americlln In~lilule of Ccrlilied Publi( Accounlsnl, * Soeiel) of I,oulslana (:pAl 
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And M embers of the Town Council 
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In accordance with Governm ent Auditing Standards, we have also issued our report dated O ctober 
26, 1999, on our consideration of the Town of N ew Llano, Louisiana's internal control over financial 
reporting and our tests of its com pliance with certain provisions of law s, regulations, contracts and 
grants. 

Our audil w as perform ed for the purpose of forming an opinion on the general purpose financial 
statem ents taken as a w hole. The accompanying schedule of expenditures of federal aw ards is 
presented for purposes of additional analysis as required by U .S. Offi ce of M anagem ent and Budget 

Circular A- 133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a 
required part of the general purp ose financial statem ents of the Town of N ew Llano, Louisiana. Such 

inform ation has been subjected to the auditing procedures applied in the audit of the general purpose 
financial statem ents and, in our opinion, is fairly stated, in all m aterial respects, in relation to the 
general purp ose financial statem ents taken as a whole. 

"  
. j_ 

ROZIER, H ARRIN GTON & M cKAY 
Certified Public Accountants 
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Revenues: 
"1 axes: 

Ad valotem 
Sales lax 

J.icenses aocl perm ik~: 
Occupalional licenses 
Franchise 

lntergovernmental: 
"/obacco lax 
Beer lax 
Vide~ poker 
(h-roll revenues 

M iscellaneous: 
Fines 
lnleresl 
Other 

Total revenues 

E~penditur~ : 
General ~ovem m enl 
PuNic safely 
Sueets and l)raina~e 
Capital O ullays 

~otM expcnd~ure ~ 

Excess (deficiency) of revenues over 
expenditures 

TOW N OF NEW  LLANO, LOUISIANA 
COM BINED STATEM ENT OF REVENUES, EXPENI)ITURES AND 

CHANGES IN FUND BALANCE 
All C,~vernm ental Fund Types 
For the year ended June 30, 1999 

W ith Comparative Tolals lor tile year Ended June 30, 1998 

OTIIER FINAN(YING SOUR(?ES (USES): 
Operalin8 Iransfers in 
Operalin~? transfers o111 

]otal other finallcing sour~'(~, (USES 

Excess (deficiency) of revenues and 
and other financing sources over 
expenditures and other uses 

l, und balance - beginning 

Fund balance - end olr year 

O~noral 

$ 18,921 
85,107 

50.038 
64,729 

13,511 
3,797 

301,026 
10,999 

57,549 

1~233 

624,910 

143,969 
283.533 
71,205 
125,396 

624,103 

Capital 
ProieCls 

$ 

442,514 

M emorandum Tolals 

$ 18.921 
85,107 

50.038 
64.729 

13,511 
3,797 

301,026 
449.254 

57,549 

l ~233 

061.165 

143,969 
283.533 
71.205 
567.91(I 

066.617 

20.356 
87.297 

42.511 
63,432 

13.511 
2.891 

311.227 
81.708 

39.919 
2.391 
560 

140.114 
302.393 
78.848 
197.936 

719.29 

807 (6,259) (5.452) (53.508} 

6.260 
(112,305) (9.223) 

(112,305) (2,963) 

(111,4987 

278,398 

(9.222) 

9.822 

6.260 
/121.5287 

5.268 

120.720 

288.220 

215.135 
(88.569) 

73.058 

215.162 

$ 166.900 $ 600 $ 167.500 $ 288.220 

"]~le occonipaqvmg notes are an integral port of the financial st(~temenll 
-4- 



R evenues: 

Taxcs 
1.iccns, c and permits 
lnlergovem mcntal 

M i seellaneotts 

Total revenues 

TO W N O F N EW  LLA NO , LO UISIA N A 
STATEM ENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL 
G eneral Fund 

Fol file yem ended Jtmc 30, 1999 

Expenditures: 
General and administrative 
Public safety 
Stre ets and drainage 

Capital O utlays 

Total expenditures 

Excess (deficiency) of revenues over 
expenditures 

OTHER FINANCING SOURCES (USES 
Operating transfers in 

Operating transfers oul 

Total other financing sources (uses) 

Excess (deficiency) of revenues and 
other finanrln~ sources over 

expenditure s and other uses 

Fund balance- beginning ofyear 

Fund balance-end ofvear 

General Fund 

Budgcl 

93.()(~ 
127,000 

21~,.51D 

70.500 

149.950 

295.400 
99.71~ 

197.(g)0 

(185.o50) 

72.000 

72.000 

Actual 

104,028 
114,767 
329,333 
76,782 

624.910 

143,969 
283,533 
71,205 

125,396 

624.103 

(112,3051 

Variance, 
1~vorable 

(Unfavorable) 

67.91 (I 

5.981 

11,867 
28,495 
71.6(N 

7.947 

85.857 

(72,(KK)) 
(112,305) 

(112,3051 (184,305t 

(111,498) 1,552 

278.398 278,398 

$ 165.348 $ 166.9(K) $ 1,552 

7he aceompatwmg notes are an integral part of the finam tal statements 
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TOW N OF NEW  LLANO, LOUISIANA 
STATEM ENT OF REVENUES, EXPENSES AND 

CIIANGES IN RETAINED EARNINGS 
Proprietar) Fund Type  

For the year ended 3uric 30. 1999 
W ilh Comparative Totals for tile Year Ended June 30, 1998 

O perating revenue~ 
W ater charges 
Sewer charges 
Service charges, penalties, and lale fees 
M iscellat~eous 

Tolal operatiJ~g revenues 

Qperatlne expcnse~ 
W ater purchases 
Salaries and wages 
M aterials, supplies, and maintenance 
O//]ce and poslnge 
Payroll lares 
Vehicle end travel 
Insurance 
Bad debts 
Professional fees 
M iscclla0eous 
Utilities and telephone 
Technical training 
Depreciation 
Uniform and equipment rental 

Total operating expe nses 

O perating income 

Interest income 
Interesl expense 

Total non-opgrstillg revgnngs (expenses) 

ncome 0ass) before operating transfers 

"1 ransfers in 
"l ransl~rs ou 

Net income 0uss) 

Retained e/tnllngx, beginning 

F.etained earnlngg ~ end of yea! 

Enterprise Funds 

$ 226,408 
149.014 
13.190 
272 

388,884 

90.480 
82,679 
15.836 
2.241 
8.505 
1.298 
14.998 

26.090 
23.287 
19.620 

59,0~1 
1.752 

299 

(27.353) 

5.973 

131,241 

305.875 

198.711 
127,922 
9,826 
2.621 

75.577 
87.569 
10,778 
2.764 
7.803 

17.292 
14,097 
4,186 
3.084 
19.803 
6g~; 

42.395 

53.043 

1.18~ 

(8.016) 

(6.827) 

46.2 

75.419 

(80.3511 

,ltegrul p~rrc ~!f the finattctal stalentents 
-6 



TOW N OF NEW  LLANO , LOUISIAN A 
STATEM ENT OF CASH FLOW S 

Proprietary Fund Type 
For the year ended June 30, 1999 

W ith Comparative Totals for the year Ended  June 30, 1998 

Operating income (loss) 
Adjustments to reconcile operating income to net cash 

provided  by operating activities: 
l)eprocialion 
(Increase) decrease in accounts receivable 
(l)eerease) increase in operating accounts payable 
(Decrease) increase in accrued liabilities 
(Decrease) increase in restricted liabilities 

Net cash pro',~ded (used) by operating 
acfi,ities 

Ope rating transfers in (out) 

Net cash pro,'ided (used) by non-capita 
Fin ancing a ctl,ities 

activities: 
Capital lea se proceed s 
Interest paymenls 
Principal payments 
Acquisition and construction of capital assets 

Net cash pro~lded (used) h v capital and 
related fin ancing activities 

Net cash provided (used) by investing 
activities 

Net hicrease (decrease) in cash 

Beginning cash balance 

Ending cash balance 

Restricted cash 

Cash and casb equivalents 

of( 

$ 43,027 

59,071 

(5,45U 
5,206 

(1,393) 
2,233 

02,693 

5,268 

(25,912) 
(38,000) 
(159,452) 

(5A04) 

61.100 

55,996 

15.824 

42.395 
12 732 

(578) 
2.738 
7.597 

7.927 

110.448 
(8.016 
(40A)00 
219.408 

56.976 

325.526 

61.1(1(I 

15 428 

For the year ended June 30, 1999, utility system improvements in the amount of 9442,514 were constructed b3 the capita] projects 
fired on behalf of the utility fired Furth ermore. equipment cosling 5;38,540 was acquired b> executing a capllal lease purchase 
agreement During 1998 there were no investing, capital, and financing activities that did not result in cash receipts or pa3mcnts 

7he accompm~ving notes are an integral part of the financial stalement~ 
-7- 



TO W N  O F  N E W  LLA N O, L O UISIA NA 
NO TES TO FINANCIAL STATEM ENTS 

June 30, 1999 

O rganization and Basis of Presentation 

The Town of New Llano (the Town) was incorporated under the provisions of the Lawrason Acl and 
operates under a M ayor-Board of Aldermen form  of governm ent. The Town provides various 
services including public safety (police protection), streets and drainage, sanitation, public 
improvements, utilities (water and sewerage) and general administrative services. 

The accounting and reporting practices of the Tow n of N ew Llano, Louisiana, conform to generally 
accepted accounting principles as applicable to governm ental units on a consistent basis between 
periods. 

The follow ing is a sum m ary of the m ore significant accounting policies 

Financial R enortin~ Entity 
As the municipal govern ing authority, for reporting purposes, the Tow n of N ew Llano, Louisiana, is 
considered a separate financial reporting entity. The financial reporting entity consists of (a) the 
primary government, (b) organizations for which the primary government is financially accountable, 
and (c) other organizations for which nature and significance of their relationship with the primary 
govern m ent are such that exclusion w ould cause the reporting entity's financial statem ents to be 
m isleading or incom plete. 

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria for 
determ ining w hich com ponent units should be considered part of the Tow n of N ew Llano

, l.ouisiana, 
for financial reporting purposes. The basic criterion for including a potential com ponent unit w ithin 
the reporting entity is financial accountability. The GA SI3 has set forth criteria to be considered in 
determining financial accountability. This criteria includes: 

1. Appointing a voting majority of an organization's governing body, and 

a. The ability of the municipality to im pose its will on that organization and/or 

b. The potential for the organization to provide specific financial benefits to or 
impose specific financial burdens on the m unicipality. 

2. Organizations for which the municipality does not appoint a voting majority but are 
fiscally dependent on the municipality. 

Organizations for which the reporting entity financial statem ents w ould be m isleading if 
data of the organization is not included because of the nature or significance of the 
relationship. 

Based upon the above criteria, the Town of New Llano has no component units for the year ended 
June 30, 1999 

-8- 



TO W N  OF  N E W  LLAN O, LO UISIANA 
NO TES TO FINAN CIA L STATEM ENTS 

June 30, 1999 

Fund A ccounting 
The accounts of the Town are organized on the basis of funds or account groups, each of which is 
considered a separate accounting entity. The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and 
expenditures or expenses as appropriate. Government resources are allocated to and accounted for in 
individual funds based upon the purposes for which they are to be spent and the m eans by which 
spending activities are controlled. The following fund types and account groups are used by the 

Tow n: 

Cjdgital Project Fund - Capital project funds are used to account for financial resources 10 
be used for the acquisition or construction of major capital facilities, other than those 
financed by proprietary fu nds and trust funds. 

Proprietary Fund 
Enterprise Fund - The Enterprise Fund is used to account for operations (a) that are 
financed and operated in a m anner sim ilar to private business enterprises - where the intent 

of the governing body is that the costs (expenses, including depreciation) of providing 
goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges or (b) where the governing body has decided that periodic 
determ ination of revenues earned, expenses incurred, and/or net incom e is appropriale for 
capital m aintenance, public policy, m anagem ent control, accountability or other purp oses. 
The enterprise funds of the Tow n account for operations of a combined w ater and sew er 

system . 

A ccount G roups 
G eneral Fixed Assets Account Group - This group of accounts is used to accounl for fixed 
assets of the Tow n other than those accounted for in the Proprietary Funds. 

Basis of A ccounting 
Basis of accounting refers to w hen revenues and expenditures or expenses are recognized in the 
accounts and reported in the financial statem ents. Basis of accounting relates to the tim ing of the 

measurements m ade, regardless of the measurement focus applied 

All governm ental funds and agency funds are accounted fu r using the m odified accru al basis of 
accounting Their revenues are recognized when they becom e m easurable and available as net current 
assets. Taxpayer-assessed incom e, gross receipts, and sales taxes are considered "m easurable" when 
in the hands of the Town and are recognized as revenue at thal tim e 

-9- 



TO W N  O F  N E W  LLAN O, LO UISIANA 
N O TES TO FINA NCIA L STA TEM ENTS 

June 30, 1999 

Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue w hen they are 
m easurable and their validity seem s certain. 

Expenditures are generally recognized under the m odified accrual basis of accounting w hen the 
related fund liability is incurred. An exception to this general rule is principal and interest on long- 
term debt, w hich is recognized w hen due. 

In both governm ental and proprietary funds, inventories of supplies are considered im m aterial and are 
not recorded. 

The proprietary (enterprise) fund is accounted for using the accru al basis of accounting. Revenues 
are recognized w hen they are earned, and expenses are recognized w hen they are incurred. Utility 
revenues are billed on a cycle basis and are recognized in the m onth billed. Unbilled service 
receivables resulting from utility services rendered between cycle billing and the end of the m onth 
have been recognized in the accom panying financial statem ents. 

The basis of accounting follow ed by proprietary  funds is sim ilar to accounting practices utilized by 
business enterprises. Due to these similarities, proprietary funds are allow ed to follow certain 

pronouncement that are developed by the Financial Accounting Standards Board (FASB) for business 
enterp rises. However, the Tow n only applies those FA SB pronouncem ents that w ere issued on or 
before N ovem ber 30, 1989. 

Bndvets and Budgetary Practices 
The Tow n follow s these procedures in establishing the budgetary data reflected in the financial 
statem ents 

The Town Clerk prepares a proposed budget for the general fund for the upcoming year and 
subm its it to the M ayor and Board of Alderm en no later than fifteen days prior to the 
beginning of the ensuing year. This budget includes proposed expenditures and the m eans of 
financing them . 

2. A sum m ary of the proposed budget is published, and the public is notified that the proposed 
budget is available for public inspection. At the sam e time, the date of a public hearing is 
published 

3 A public hearing is held on the proposed budget at/east ten days after publication of the call 
for the hearing. 

4 After holding the public hearing and prior to the com mencem ent of the new year, the budget 
is legally enacted through passage of an ordinance. 

5 All budgetary appropriations lapse at the end of each fiscal year 

- 10- 



TO W N  O F  N E W  LLAN O, LO UISIA NA 
N O TES TO FINAN CIA L STA TEM EN TS 

June 30, 1999 

Budgets for the G eneral Fund are adopted on a basis consistent with generally accepted 

accounting principles (GAAP). Budgeted amounts are as originally adopted, or as amended 
from tim e to tim e by the M ayor and Board of Alderm en. Such am endm ents w ere not 
m aterial in relation to the original appropriations. 

Cash and Cash Eauivalents and Investm ents 
Cash includes am ounts in dem and deposits and interest-bearing dem and deposits. Cash equivalents 
include am ounts in tim e deposits. U nder state law , the Town m ay deposit funds in dem and deposits, 
interest-bearing dem and deposits, m oney m arket accounts or tim e deposits with state banks organized 
under Louisiana law and national banks having their principal offices in Louisiana. 

Under state law, the Town may invest in U .S. bonds, treasury notes or certificates. These are 
classified as investm ents if their original m aturities exceed 90 days; how ever, if original m aturities are 
90 days or less, they are classified as cash equivalents. The Tow n had no investm ents at June 30, 
1999. 

D ue To/From O ther Funds 
Am ounts in each fund listed as due to/from are offset by corresponding entries in other funds. Funds 
show n as such are considered available for expenditure unless specifically restricted w ithin the 
statem ents. Interfund receivables and payables are not elim inated in the preparation of combined 
financial statements. 

Fixed Assets and Lone-Term Liabilitie 
Fixed assets used in governmental fund type operations (general fixed assets) are accounled for in the 
G eneral Fixed A ssets A ccount Group, and they are recorded as expenditures in the governm ental 

fund types when purchased. The Town has elected to capitalize public domain ("infrastructure") 
fixed assets consisting of certain im provem ents including roads, bridges, sidew alks and drainage 
im provem ents. N o depreciation has been provided on general fixed assets. Fixed assets are valued at 
historical cost including interest, unless they were donated in w hich case they are valued at fair 
m arket value at the date of donation. At June 30, 1999, there were no m aterial am ounts of donated 

Long-term liabilities expected to be financed from governm ental funds are accounted for in the 
G eneral Long-Term Debt Account Gr oup. As of and for the year ended June 30, 1999, there w as no 
activity in the General Long-Term D ebt Group. 

These tw o account groups are not "funds." They are concerned only w ith the m easurem ent of 
financial position They are not involved with m easurem ent of results of operations. 

Fixed assets used in the proprietary fund type operations are included on the balance sheet of the fund 
al historical cosl including interest. D epreciation of all exhaustible fixed assets used by proprielary 
fund is charged as an expense against their operations. Accumulated depreciation is reported on the 
proprietary fund balance sheet. D epreciation has been provided over the estim ated useful lives 
using the straight-line m ethod The estim ated useful lives are as follow s: 



TO W N  OF N E W  LLA N O, LO UISIANA 
NO TES TO FINA NCIA L STA TEM EN TS 

June 30, 1999 

W ater U tility 
W ater Lines and System 
Fire Hydrants 
M eters 
Equipm ent 

Sew er Utility 
Lines and System 
Trucks 
Equipm ent 

50 years 
10 years 
10 years 
5-7 years 

50 years 
5 years 

5-20 years 

Contributed Capital 
In the Enterprise Funds, am ounts contributed to the Town for acquisition or constru ction of fixed 
assets are recorded as contributed capital. D epreciation of these contributed capital assets is 
com puted using the straight-line m ethod over the estim ated useful lives of the assets and is charged as 
a current period expense. 

R eserves 
Reserves represent those portions of fund equity not available for appropriation for expenditure or 
legally segregated for a specific fu ture use. 

Statem ent of C ash Flow  
The Tow n has adopted G overnm ent A uditing Standards Board Statem ent N o

. 9 "Reporting Cash 
Flow s of Proprietary and N on-Expendable Trust Funds and Governm ental Entities That U se 
Proprietary  Fund Accounting." This statement requires entities to report a statement & cash flows as 
part of a full set of financial statements instead of reporting a statem ent of changes in financial 
position. For the purp oses of reporting cash flow s

, cash and cash equivalents includes all cash on 
hand, cash in bank and certificates of deposit. 

Com oensated A bsences 
The Tow n does not accum ulate any paid vacation

, sick pay, or other em ployee benefit am ounts 
because employees are not allow ed to carry over significant am ounts. 

nterfund Transactions 

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions 
that constitute reim bursem ents to a fu nd for expendflures/expenses initially m ade from it that are 
properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund 
and as reductions of expendilures/expenses in the fund that is reimbursed 

12- 



TO W N  OF N E W  LLAN O, LO UISIANA 
N O TES TO  FIN A N C IA L STA TEM EN TS 

June 30, 1999 

Total C olum ns on C om bined Statem ents - 
Total colum ns on the com bined statem ents are captioned "M em orandum Totals" to indicate lhat they 
are presented only to facilitate financial analysis. D ata in these colum ns do not present financial 
position, results of operations, or changes in cash flows in conform ity with generally accepted 
accounting principles; nor is such data comparable to a consolidation. Interfund elim inations have not 
been m ade in the aggregation of this data. 

Bad D ebts 
U ncollectible am ounts due for ad valorem taxes and custom ers' utility receivables are recognized as 
bad debts through the establishm ent of an allowance account based on historical inform ation which 
w ould indicate the uncollectibility as a percentage of the particular receivable. 

Use of Estim ates 
The preparation of financial statem ent in conform ity with generally accepted accounting principles 
requires m anagem ent to m ake estimates and assum ptions that affect certain reported am ounts and 
disclosures. Accordingly actual results could differ from those estim ates. 

Encum brance Accounting 
Purchase orders, contracts, and other commitm ents to engage in future expenditures are referred to as 
encum brances. Since encum brances do not represent liabilities or current expenditures, 
encumbrances are not reported in the accom panying financial statem ents. 

AI June 30, 1999 cash and cash equivalents totaled $259,737 (Book Balance) and $266,084 (Bank 
Balance). The composition of these accounts is as follows: 

D em and D eposits - N on Interest Bearing 
Interest Bearing Checking and Certificates of D eposit 

Petty Cash 
Total Cash 
Restricted Cash 

Cash and Cash 1 

Book 
Balance 

$ 251,767 
7,870 
100 

Bank 
Balance 

$ 258,214 
7,870 

259,737 
115,824 

$ 143.913 

266,084 
117,019 

$149.065 

Under state law , these deposits must be secured by Federal D eposit Insurance or the pledge of 
securities ow ned by the bank. The securities pledged are held in the nam e of the pledging bank in a 
holding or custodial bank that is mutually acceptable to both parties. At June 30, 1999 all deposits 
with financial institutions were fully covered by federal deposit insurance and pledged securities A 

detailed analysis of this coverage is as follow s: 
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TO W N  O F N E W  LLAN O, LO UISIA NA 
NO TES TO FINA NCIA L STA TEM ENTS 

June 30, 1999 

Total Cash at June 30, 1999 (Bank Balance) 
Less FDIC Coverage 
Subtotal 
Less Securities Pledged to Town But held in 
the N am e of the Financial Institution 

$ 266,084 
158,416 
107,668 

676.185 
_ 
(Uncollateralized - GASB Cate8ol~' 3 

Excess of FDIC Insurance and Pledged 
Securities $ 568 517 

Even though the pledged securities are considered Uncollateralized (Category 3) under the provisions 
of GA SB Statem ent 3, Louisiana law im poses a statutory  requirem ent on the custodial bank to 
advertise and sell the pledged securities within 10 days of being notified by the Town that the 
pledging bank has failed to pay deposited funds upon dem and. 

Ad valorem taxes attach as an enforceable lien on property as of January  1 of each year. Taxes are 
levied by the Tow n in September or October and are actually billed to the taxpayers in November. 
Billed taxes becom e delinquent on January  1 of the follow ing year. Revenues from ad valorem taxes 

are budgeted in the year billed. 

For the year ended June 30, 1999, taxes of 4.0 m ills totaling $19,273 were levied on properly and 
were dedicated to general corporate purposes There were no material amounts of taxes receivable at 

June 30, 1999. 

The receivables at June 30, 1999, are as follows 

Charges for services 

O ther charges 

Total receivables 
Less: allow ance for uncollectibles 

Receivables, net of allow ance 

General 
Fund 

21,843 

Enterprise M em orandum 
Fund Totals 

$ 53,756 

21,843 

$ 21,843 

53,756 

(2,657) 
$ 51,099 

$ 53,756 
21,843 

75,599 

(2,657) 
$ 72,942 

N O T E 5 - IN T ER FU N D R E~~'EIV A BLE5 A N D VA YA tiL, Lb 
Inlerfund receivables and payables at June 30, 1999 consisted of the follow ing 
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TO W N  O F  N E W  LLAN O, LO UISIANA 
N O TES TO FINA N CIA L STA TEM EN TS 

June 30, 1999 

G eneral Fund 

Capital Projects Fund 
Sales Tax Fund 

Enterprise Fund 
Totals 

Receivable 

100 

43 

Payable 

$ 
143 

$ 143 $ ]43 

Am ounts due from other governm ental units at June 30, 1999 consisted of the following 

State of Louisiana 

Beer and tobacco taxes 
Video poker tax 

LCDBG 

Total 

General 

Fund 

$ 3,378 
73,841 

Capital 

Projects 

$ 

98,t24 

M em orandum 

Total 

$ 3,378 
73,841 

98,124 

$ 77,219 $ 98,124 $ 175,343 

A sum m ary of changes in general fixed assets, at cost, follow s 

Buildings and Land 
Im provem ents O ther Than Buildings 

_  
Equipm ent 
Totals 

Beginning Ending 
Balance Additions Deletions Balance 
$ 112,539 $ $ $ 112,539 

658,151 63,400 721,551 
382.946 61.995 3.212 441.729 

$1,153,636 $ 125,395 $ 3,212 $1,275,819 

A sum m ary of the property and equipm ent in the Enterprise Fund at June 30, 1999, consists of the 
following: 
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TO W N  OF  N E W  LLAN O, LO UISIA NA 
N O TES TO  FINA NCIA L STA TEM EN TS 

June 30, 1999 

Land 
Building 
Distribution System 
Equipm ent 
Vehicles 

28,835 
10,238 

2,045,317 
97,845 
33,162 

Construction in Progress 515,338 

Net Property and Equipmen $ 2.446.457 

For the year ended June 30, 1999, depreciation expense totaled $59,071 

The follow ing is a sum m ary of payables at June 30, 1999 

Accounts payable 

General 
Fund 

Capital 

Projects 
Fund 

Utility 

Fund Total 

Operating $ 22,995 $ $ 17,304 $ 40,299 

N O T E 10 - LO N G  T E R M  D E BT 
Long-term debt aclivity for the year ended June 30, 1999 is summ arized as follow s 

Proprietary Fund 

Revenue bonds 
Capital leases 
Total 

Balance 
6-30-98 Additions 

$ 840,920 $ 
38.540 

Paym ents 

$ 33,920 
4.080 

Balance 
6-30-99 

$ 807,000 
34_460 

$ 840,920 $ 38,540 $ 38,000 $ 841,460 

Sew er R evenue Bonds 
The Sew er Revenue Bonds constitute special obligations of the Town secured by a lien on and pledge 
of the net revenues of the utility system . 

- 16- 



TO W N  OF  N E W  LLA N O, LO UISIA NA 
NO TES TO FINA NCIA L STA TEM ENTS 

June 30, 1999 

Revenue Bonds 
Sew er Revenue Bonds, dated August 30, 1996, due in 
annual installm ents ranging from $33,920 to $57,000, 
m aturing M arch 1, 2017, bearing interest at a rate of 
2.45% . Revenue generated by the Tow n's w ater and 

Enterprise 

Fund 

sew er system has been pledRed to secure these bonds. $ 807,000 

Annual Reouirem ents to Retire Debt O blieations 
The annual aggregate m aturities for the years subsequent to June 30, 1999 are as follows 

Year Ending 
June 30 Total 

2000 

2001 

2002 

2003 

2004 

Thereafter 

$ 35,000 

36,000 

37,000 

38,000 

39,000 

622,000 

$ 807,000 

C apital Leases 
In D ecember 1998, the Town acquired a loader/backhoe at a cost of $38,540 under a capital lease. 
The lease requires sixty monthly payments of $747 at an annual interest rate of 625%  beginning 
Decem ber 4, ]998 and m aturing Novem ber 4, 2003. The future m inimum lease paym ents under the 
capital lease and the net present value of the future lease payments at June 30, 1999 are as follow s 

Year Ending 
June 30 

2000 

2001 

2002 

2003 

2004 

Total 

Less: am ounts representing interest 

Present value of the m inim um ease paym ents 

Total 

$ 8,967 

8,967 

8,967 

8,967 

3,736 

39,604 

5,144 

$ 34,460 
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TO WN  OF N E W  LLAN O, LO UISIANA 
NO TES TO FIN A NCIA L STA TEM EN TS 

June 30, 1999 

The Tow n has a contract with the City of Leesville for the purchase of w ater. The contract has a 

primary term of seven (7) years commencing April 1, 1994. There are no minimum payments 
required under the contract except for am ounts of actual delivery, with the rates set at ninety cents 

($.90) per one thousand (l,000) gallons for the entire contract period. 

The Tow n of N ew Llano is exposed to various risks of loss related to torts; theft of, dam age to, and 

destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks 
of loss are covered by a com prehensive com m ercial insurance policy and participation in a public 
entity risk pool that operates as a com mon insurance program . Claim s resulting from these risks have 
hislorically not exceeded insurance coverage. 

For the year ended June 30, 1999, the amounts of salaries and wages paid to the M ayor and Board of 
Alderm en w ere as follow s: 

]'~am e 

Freddie Boswell 
Carolyn Todd 
Bruce Cryer 
Bru ce Harris 
Charles Balthrop 

Position 

M ayor 
Alderm an 
Alderm an 
Alderm an 
Alderm an 

Charlotte Cooper Alderm an 
Totals 

Sala~  

$ 8,700 
2,700 
2,900 
2,900 
2,900 
2,700 

$ 22.800 

Changes in the contributed capital accounl for the year ended June 30, 1999, are as follow s 

Enterprise 
Fund 

Balance a! June 30, 1998 $ 852,869 

Additions 
Balance at June 3~3. 1999 

442,515 

$1.295.384 

Substantially all em ployees of the Town of N ew Llano, Louisiana, are m em bers of the M unicipal 
Em ployees Retirem ent System s of Louisiana. This system is a cost-sharing, multiple-em ployer 
defined benefit pension plan adm inistered by a separate board of trustees Pertinent information 
relative to the plan follow s: 
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TO W N  OF  N E W  LLAN O, LO UISIA NA 
N O TES TO FINAN CIA L STA TEM ENTS 

June 30, 1999 

Plan D escription. The System is com posed of tw o distinct plans, Plan A and Plan B, w ith separate 
assets and benefit provisions. All em ployees of the municipality are m embers of Plan B. 

All perm anent em ployees w orking at least 35 hours per w eek who are not covered by another pension 
plan and are paid wholly or in part from municipal funds and all elected municipal offi cials are eligible 
to participate in the System . Under Plan B, em ployees who retire at or after age 60 with at least 10 
years & creditable service at or after age 55 with at least 30 years of creditable service are entitled to 
a retirem ent, benefit, payable m onthly for life, equal to 2 percent of their final average m onthly salary 
in excess of $100 for each year of creditable serv ice. Furthermore, em ployees with at least 10 years 
& creditable service, but less than 30 years, m ay take early retirem ent benefits com m encing at or after 
age 60, w ith the basic benefit reduced 3 percent for each year retirem ent precedes age 62, unless he 
has at least 30 years of creditable service. In any case, m onthly retirem ent benefits paid under Plan B 
cannot exceed 100 percent of final average salary. Final average salary is the em ployee's average 

salary over the 36 consecutive or joined months that produce the highest average. Employees who 
term inate w ith at least the am ount of creditable service stated above, and do not withdraw their 
em ployee contributions, m ay retire at the ages specified above and receive the benefit accrued to their 
date of term ination The System also provides death and disability benefits. Benefits are established 
or am ended by state statue. 

The System issues an annual publicly available financial report that includes financial statem ents and 
required supplem entary  inform ation for the System . That report m ay be obtained by w riting to the 
M unicipal Em ployees Retirem ent System of Louisiana, 7937 Offi ce Park Boulevard, Baton Rouge, 

Louisiana 70809, or by calling (504) 925-4810. 

]qoM m g 1"oli0 ,. U nder Plan B, m em bers are required by stale statue to contribute 5.0 percent of 
their annual covered salary  and the Town of N ew Llano is required to contribute at an actuarially 
determ ined rate. The current rate is 2.75 percent of annual covered payroll. Contributions to the 
System also include one-fourth of one percent (except Orleans and East Baton Rouge parishes) of the 
taxes show n to be collectible by the tax rolls of each parish. These tax dollars are divided between 
Plan A and Plan B based proportionately on the salaries of the active mem bers of each plan. The 
contribution requirem ents of plan m embers and the Tow n of N ew Llano are established and m ay be 
am ended by state statue. As provided by Louisiana Revised Statue 11:103, the em ployer 

contributions are determined by actuarial valuation and are subject to change each year based on the 
results of lhe valuation for the prior fiscal year. 

N O TE 16 - C A PITA L PR O JEC TS 
The Tow n was aw arded funding for im provem ents Io its utility system in the form of a Com m unity 

Development Block Grant. Expenditures related to the project as of June 30, 1999 are summarized 
as follow s: 

Current Previous 

1996 LCDBG 

Expenditures Expenditures 

$ 436,255 $ 59,608 $ 495,863 
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TO W N  OF  N E W  LLAN O, LO UISIANA 
N O TES TO FINANCIA L STATEM ENTS 

June 30, 1999 

Local m atch 6,260 13,215 19,475 

Total expenditures $ 442,515 $ 72,823 $ 515,338 

The Town has been nam ed as a defendant in a law suit as of June 30, 1999. The suit is in the initial 
stage of the legal system . It is not possible to predict at this tim e the extent of the Town's liability. 
1 ,osses, if any, are not expected to exceed available insurance coverage. 

The Tow n has entered into revenue bond agreem ents that require funds to be held in restricted bank 
accounts. Funds on deposit in the restricted bank accounts can be used only under certain 
circum stances specified by the bond indenture. 

The Town has also deposited m oney in accounts that are designated for refunding customer deposits 
Restricted assets and liabilities payable from these assets are sum m arized as follow s: 

Bond M eter 
Indenture 

Restricted assets $ 50,546 
Liabilities payable from restricted assets 35 000 

D eposits Total 
$ 65,278 $ 115,824 

51.529 86.529 

Restricted equity $ 15.546 $ 13.749 $ 29.295 
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TO W N  OF  N E W  LLA N O, LO UISIA NA 

Schedule of Expenditures of Federal Awards 
For the Year Ended June 30. 1999 

FEI)ERAI. GRANTOR / Pass-through Orantor / Program Title 

I)EPARTM ENT OF" I lOUSING AND URBAN DEVE1.OPM ENT 
Pass-through State of 1.ouisiana. I)ivision of Adrnini~lralion 
Conununity Developm enl Block Grants 

Federal 
CFDA 
Num ber 

Federal 

Expenditures 

14.228 $ 436.255 

Nol_ ~ ~ 
The schedule of expenditures of federal awards was prepared in conformity with generally accepted 
principles for go,,,ernm ental nnils. See nole~ to lhe accom panying financial slalements for filrther details 
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October 26, 1999 

IND EPEND EN T AUD ITORS' REPORT ON COM PLIAN CE AND  ON 
IN TERN AL CON TROL OVER FIN ANCIAL REPORTING BA SED ON AN 
AUDIT QF FINANCIAL STATEMENTS PERFORMED 1N ACCORDANCE 

W ITH GO VERNM EN T AUDITIN G STAND ARD S 

The H onorable Freddie Bosw ell, M ayor 
and M em bers of the Board of Alderm en 

N ew Llano, Louisiana 

W e have audited the general purpose financial statements of the Tow n of N ew Llano, Louisiana as of 
and for the year ended June 30, 1999, and have issued our report thereon dated October 26, 1999. 

W e conducted our audit in accordance w ith generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Slandards, issued by the Comptroller 
General of the U nited States. 

Com pliance 
As pan of obtaining reasonable assurance about whether the Tow n of New Llano, Louisiana's 
financial statem ents are free of m alerial misstatem ent, w e perform ed tests of its com pliance with 
certain provisions of law s, regulations, contracts and grants, noncom pliance with w hich could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. H ow ever, providing 

an opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
w e do not express such an opinion. The results of our tests disclosed no instances of noncompliance 
that are required to be reported under Governm ent Auditing Standards'. H owever, w e noted certain 
im m aterial instances of noncompliance that w e have reported to m anagem ent of the Town of New 
Llano, Louisiana, in a separate letter dated October 29, 1999. 

Internal Control O ver Financial R 
In planning and perform ing our audit

, w e considered the Town of N ew Llano, Louisiana's internal 
control over financial reporting in order to deternfine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the internal 
control over financial reporting. How ever, we noted certain m atters involving the internal control 
over financial reporting and its operation that we consider to be reportable conditions. Reportable 
conditions involve m atters coming to our altention relating to significant deficiencies in the design or 
operation of the internal control over financial reporting that, in our judgment, could adversely affect 
the Tow n of N ew Llano, Louisiana's ability to record, process, summ arize and report financial data 
consistent w ith the assertions of m anagement in the financial statem ents. Reportable conditions are 

-M em bel.'s 
American In~iilule ol ( erlilied Public Accountant* ~ So~ieD of l,oulsi~.~ (?PA. 
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The l-lonorable Freddie Bosw ell, M ayor 
and the Board of Alderm en 

October 26, 1999 
Page 2 

described in the accompanying Schedule & Findings and Questioned Costs as items 99-1, 99-2, 99-3 
and 99-4 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the internal 
control com ponents does not reduce to a relatively low level the risk that m isstatem ent in am ounts 

that would be m aterial in relation to the financial statements being audited may occur and not be 
detected w ithin a tim ely period by em ployees in the normal course of perform ing their assigned 
functions. Our consideration of the internal control over financial reporting would not necessarily 
disclose all m atters in the internal control that might be reportable conditions and, accordingly, w ould 
not necessarily disclose all reportable conditions that are also considered to be m aterial w eaknesses. 
H ow ever, of the reportable conditions described above, we consider item 99-1 to be a m aterial 
w eakness. 

This report is intended for the information of management, However, this report is a matter of public 
record and its distribution is not lim ited 
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REPORT ON COM PLIANCE W ITH REQUIREMENTS APPLICABLE TO EACH M AJOR 
PRO GRAM  AN D INTERNAL CON TROL OVER COM PLIAN CE IN ACCORDAN CE W ITH 

OM B CIRCULAR A-133 

The Honorable Freddie Boswell, M ayor 
and M embers of the Board of Alderm en 

N ew Llano, Louisiana 

C om pliance 
W e have audited the com pliance of the Tow n of N ew Llano, Louisiana w ith the types of com pliance 

requirements described in the U. S. Office of M anagement and Budget (OM B) Circular A-133 
Compliance Supplemem that are applicable to its major federal program for the year ended June 30, 
1999, The Town of New Llano's major federal program is identified in the summary of auditors' 
results section of the accom panying schedule of findings and questioned costs. Compliance w ith the 

requirements of laws, regulations, contracts and grants applicable to each of its major federal 
program s is the responsibility of the Town of New Llano's m anagem ent. Our responsibility is to 
express an opinion on the Tow n of N ew Llano's com pliance based on our audit. 

W e conducted our audit of com pliance in accordance with generally accepted auditing standards; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments. and Non-Pr@ t Organizations. Those standards and OM B Circular A-133 require that 
w e plan and perfornl 1he audil to obtain reasonable assurance about whether noncom pliance with the 
types of com pliance requirem ents referred to above that could have a direct and m aterial effect on a 

major federal program occurred An audit includes examining, on a lest basis, evidence about the 
Tow n of N ew Llano's com pliance with those requirem ents and perform ing such other procedures as 
w e considered necessary  in the circum stances. W e believe that our audit provides a reasonable basis 
for our opinion. O ur audit does not provide a legal determ ination on the Town of N ew 1,1ano's 
com pliance w ith those requirem ents. 

In our opinion, the Tow n of New Llano, Louisiana com plied, in all material respects, with the 

requirements referred Io above that are applicable to each of its major federal programs for the year 
ended June 30, 1999 

-M em be~ 
A,nerican Institute or Certlried Public Accountants * Society of Louisiana (!PAs 
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The H onorable Freddie Bosw ell, M ayor 
and the Board of Alderm en 

O ctober 26, 1999 
Page 2 

nternal Control over C om vliance 
The m anagem enl of the Tow n of N ew Llano, Louisiana is responsible for establishing and m aintaining 
effective internal control over com pliance w ith requirem ents of law s, regulations, contracts and grants 
applicable to federal program s. In planning and perform ing our audit, w e considered the Tow n of 
N ew Llano's internal control over com pliance w ith requirem ents that could have a direct and m aterial 

effect on a major federal program in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on com pliance and to test and report on the internal eontrol over com pliance 
in accordance w ith OM B Circular A-133. 

Our consideration of the internal control over com pliance w ould not necessarily disclose all m atters in 
the internal control that m ight be m aterial w eaknesses. A m aterial w eakness is a condition in which 
the design or operation of one or m ore of the internal control com ponents does not reduce to a 
relatively low level the risk that noncompliance wi th applicable requirements of law s, regulations, 

contracts and grants what would be material in relation to a major federal program being audited may 
occur and not be detected w ithin a tim ely period by em ployees in the normal course of performing 
their assigned functions. W e noted no m atters involving the intern al control over com pliance and its 
operation that w e consider to be m aterial w eaknesses. 

This report is intended solely for the inform ation and use of managem ent, the Tow n Council, and 
federal aw arding agencies and pass-through entities and is not intended to be and should not be used 
by anyone other than these specified parties. 
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T ow n of N ew  L lano, L ouisiana 
Schedule of Findings and Questioned Costs 

For the Y ear Ended June 30, 1999 

The Independent Auditor's Report on the financial statements for the Town of New Llano as of June 

3Q 1999 and for the year then ended expressed a qualified opinion. 
Reportable conditions were noted in the audit an d one of the reportable conditions was  considered to be 
a m aterial w eakness. 

The results of the audit disclosed no instances of noncomplian ce that are co nsidered to be m aterial to 
the financial statem ents of the Town of New Llan o. 

The Independent Auditors' Report on Complian ce with Requirements Applicable to Each M ajor 
Program and lntem al Control over Complian ce in Accordan ce with OM B Circular A-133 expressed an 
unqualified opinion on complian ce for major programs. 
The audit did not disclose any audit findings which are required to be reported under Section 510 of 
Circular A- 133. 

M ajor program s for the year ended June 30, 1999 are presented as follows: 

14.228 Com m unity D evelopm ent Block Grants/State's Program 

A th reshold of $300,000 was used for distinguishing between Type A an d Typ e B program s for 
purposes of identifying major programs. 
Th e Town of New Llan o was not considered to be a low risk auditee as defined by the OM B Circular 
A-133 

Pa~l 11 - Findines Relatine to the Financial Statem ents W hich are Reauired to be Repolled in 
Accordance with General|,~ Accet~led G oventm ental Auditine Standards 

99-1, O vertim e C om nensation (Previously R enorted as 98-11: 
The Town  has no form al policies an d procedures for approving overtim e, documenting the purpose for 
which overtim e is needed, or monitoring the arnount of overtim e actually worked. The following events 
thal occurred during the year ended June 30, 1999 suggest a need for policies an d procedures th at address 
overtim e com pensation: 

,, Severn1 of the Town's m aintenan ce em ployees were com pensaled at one an d one-half limes their 
ordinary rate of pay for overtim e 

~ M an agem ent was unable to provide supporting documentation that this ovem m e was approved, 
docum ented, an d monitored, nor were an y policies an d/or procedures available for oul review thal 
address overtim e com pensation. 

W e recom m end establishing a personnel com m ittee to address th is issue. The com m ittee should be 
responsible for perform ing the following tasks: 

~ Developing a writlen policy for approving, docum enting, an d monitoring overtim e 

~ Reviewing monthly payroll journals to ensure that compensation conforms to the approved policies 
~ Establish written policies for compensating employees thal are on-call for em ergencies lhal may occur 

after hours or on weekends. 
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T ow n of N ew  L lano, Louisiana 
Schedule of Findings and Questioned Costs 

For the Y ear Ended June 30, 1999 

99-2. C om vensation R ates (P~,eviouslv R evorted as 98-2 
Employee pay rates and the approval of m ost existing pay rates has nol been documented. In order to 
ensure that employees are compensated fairly, the Town should adopt a syslem atic approach to adopting 
pay rates and approve an y chan ges. Furtherm ore, approval should be docum ented in a written fashion and 
signed by the parties responsible for approval. 

99-3. Bank Reconciliations 
D uring th e course of our audit, we noted num erous errors involving the reconciliation of th e Town's ban k 
accounts. Since tim ely and accurate reco nciliation of ban k accounts is a critical feature of a proper intern al 

control structure, th is m atter should be addressed imm ediately. 

99-4. Licenses and Perm its 
As part of enforcing the Town 's building codes, the Building Inspector issues certain licenses and perm its. 
Concern s identified in connection with the licenses an d perm its issued by the Building Inspector are 
identified as follows: 

Som e of the source docum ents used by the Building In spector consist of prenum bered form s th at 
produce m ultiple copies; however, m anagem ent cannot locale a co py of each form included in the 
num eric sequence. 
Som e of th e source docum ents used by the Building In spector are not prenum bered The absence of 
preprinted co ntrol numbers restrict m an agem ent's ability to account for th e disposition of form s and 
co llection of the related fees. 
Licenses were issued to the m ayor; however, the required fee was not collected in a tim ely m an ner. A 
period of m ore than seven months elapsed before th e fees were eventually collected. 
Licenses w ere dated Jan uary 1, 1999 although the tow n clerk advises the actual issuance w as in 
M arch. 1999. 

In order to strengthen procedures related to perm its and licenses, we suggest implem enting the followi ng 
policies. 

All source docum ents should co nsist of preprinted form s that produce m ultiple copies of the original. 
All paym an ts should be m ade directly to the Town  Clerk or all as sistant thai is covered by a fidelity 
bond. Furtherm ore, the Town  Clerk should receive a copy of th e source docum ent when paym ent is 
received an d the Town  Clerk should m aintain a file that includes a copy of each source docum ent 
included in the preprinled num eric sequence. If form s are voided for an y reason, the voided form 
should be subm itted to the Town  Clerk in its entirely and held in the previously m entioned file. 
Before signing any license or perm it, the Building Inspector should require a receipt from the Town  
Clerk or an  appropriate as sistan t acknowledging that the fee has been paid in full. Th is policy should be 
observed wi thout exception. 

Part 117 - Findin~'s and O uestioned Costs for Federal Aw ards W hich Shall Include A udit Findim , s 
as Defined bv O M B C ircular A-133: 

~ N one 
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T ow n of N ew Llano, Louisiana 
Schedule of Prior Year Findings 
For the Y ear Ended June 30, 1999 

SEC TIO N I - IN TER N A L C O N TR O L A N D C O M PLIA N C E 
M A TER IA L TO  TH E FIN A N C IA L STA TEM EN TS 

98-1 Overtime Compensation - The Town has no Unresolved (See 99-1) -. The overtime paid to Town  
form al policies and procedures for approving employees has declined substantially during the current 
overtime, documenting the purpose for which fiscal year; however, th e Town has not developed any 
overtime is needed or monitoring file am ount of policies to address th is issue, nor were Town  offi cials 
overtime actually worked . able to produce  doc umentation th at overtime paid in th e 

current fisca l year was approved and/or monitored . 

98-2 Compensation Rates - Employee pay rates Unresolved (See 99-2) - There is no documentation in 
and the approval of m ost existing pay rates has employee  files that details pay rates or managemea t's 
not bee n doc umented. consideration of and approval of pay. Furthermore, th is 

approval should be in written fom a and signed  by th e 
employees responsible for approval. 

98-3 (1997 Comment) Fixed  Asset Inventory In Resolved - Th e Town has completed a fixed asset 
order to mainta in control of fixed assets and to inventory and has developed  a tracking system for its 
serve as docum enta tion for insurance purp oses, fixed assets. 
w e recom m end th at an inventory  of fixed  assets 
be com pleted  by each departm ee t. 

SEC T IO N II - IN T ER N A L C O N TR O L A N D 
C O M PLIA N C E M A TER IA L TO FED ER A L A W A R D S 

Fin ding - N /A - Th ere w ere no findings in this Response- N /A 
area during th e yea r ended  June 30, 1998. 

SEC T IO N Ill - M A N A G EM EN T LETT ER 

98-4 Christmas Bonuses - The Town  awarded  Resolved The Tow n has discontinued this 
bonuses in th e amount of $100 per employee . practice

. 

Such practice is prohibited by LSA-RS 14:138. 

98-5 Retirement W ithholding Improper Resolved - The Tow n has reconfigured the system 
configuration of payroll system resulted  in under and is now withholding the proper am ounts

. 

w ith holding of employee s' portion of retirement 
contributions. 

98-6 Related Party Transactions - Certain Resolved Enforcem ent of policies regarding the 
public offi cials th at failed  to pay utility bill and assessm ent of penalties and late charges has been 
occupational licenses fees were allowed  to avoid consistently enforced

. 
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Tow n of N ew Llano, Louisiana 
Schedule of Prior Y ear Findings 
For the Y ear Ended June 30, 1999 

late paym ent penalties. Since failing to 
consistently enforce  policies could be interpreted 
as unethical behavior, we recomm end that future 
enforce ment be conducted in a timely manner. 

98-7 Health Insurance Benefits - The Town has Resolved  - Th e Coun cil clarified th is co nfusion by 
been paying th e entire prem ium for hea lth approving th e payment of hea lth insurance  co verage for 
insurance  co verage provided  to dependents of dependents of municipal employees. 
m unicipal employees. Th e existing policy did not 
clarify th e Council's position with regard to 
am ounts paid by th e employees an d anlounts 
paid by th e Town . 

98-8 Sales Tax Collections - Effective July 1, Resolved  - Th e Town filed  th e necessary amended 
1997, sales tax on utilities dropped from four returns for the prior yea r and is now calce lating and 
perce nt to th ree percent. W e noted th at the Town remitting sales taxes in th e proper amounts. 
w as co llecting sales tax from custom ers at a rate 
of th ree  perce nt, but was still remittmg sales 
taxes at a rate of four perce nt. 

98-9 H iring Practices - It has com e to our Resolved  - Th e proper docum enta tion is now being 
attention th at certain new employees were obtained  and co mpleted before work is officially begun; 
allow ed  to begin work prior to being offi cially how ever, docum entation of pay rates is still not being 
approved  by the M ayor done. See Finding 99-2. 

98-10 Accounting Practices Numerous Unresolved (See 99-5) - Numerous adjustments 
adjustments were need ed in order to properly co ntinued to be necessary in order to properly classify 
classify transactions reported on th e Town's transactions reported  on th e Town 's books 
books. 

98-11 Investment of Idle Funds - At year end, in Unresolved (See 99-6) - A June 30, 1999, approximately 
exce ss of $300,000 was deposited  in non-interest $250,000 was held in bank accounts th at do not pay 
bearing acco unts. In order to  m axim ize th e interest . 
Town's resources, any fu nds that are not required  
to m eet inm lediate needs should be invested in 
appropriate short-term investments and request 
that its fiscal agent pay interest on demand 

I 
! deposits. 
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T ow n of N ew Llano, Louisiana 
M anagem ent's Corrective A ction Plan 
For the Y ear Ended June 30, 1999 

SECTIO N I - IN TERN A L CO NTRO L A ND CO M PLIANC E 
M A TER IA L TO TH E FINA NC IA L STA TEM EN TS 

99-1 Overtim e Compensation - The Town has no Response - The Town will develop a policy for 
formal policies and procedures for approving approving, documenting and monitoring overtime. 

overtime, documenting the purpose for which In addition, monthly payroll journals will be 
overtim e is needed or monitoring the amount of reviewed to ensure th at COmpensation conforms to 
overtim e actually w orked. policy. 

99-2 Compensation Rates - Employee pay rates and Response - In the future, th e mayor an d th e board of 
th e approval of m ost existing pay rates has not been aldermen will periodically review pay rates and 
doc umented . approve an y changes. Furtherm ore, approval w ill be 

doc umented and maintained in each employen s' file 
by use of an  employee  inform ation  form  developed 
by the Town  Clerk. 

99-3 Bank Reconciliations During the course of Response - The Town  realizes the importance of 
our audit, w e noted num erous errors involving the properly preparing m onth ly bank reconciliations and 
reco nciliation  of th e Town 's bank acco unts. will take th e steps necessary to ensure its bank 

reconciliations are co mpleted in an accurate and 
tim ely m anner. 

99-4 Perm its and Lice nses As part of enforcing th e Response - M anagem ent will take steps to ensure 
Town 's building codes, th e Building Inspector issues th at all licenses and permits were properly 
certain licenses an d perm its. Concern s iden tified in completed before they are issued , and will maintain 
co nnection with th e licenses an d perm its issued by th e Town's co py of th e permits in a separate file. 
th e Building Inspector are identified  as follows: Collections of th e req uired fee s will be ce ntralized  at 

Town  Hall, an d no lice nses or perm its shall be 
* Som e of th e source doc uments used by th e issued  until th e required  fee s have bee n paid in full. 

Building Inspector co nsist of prenumbered Th e Town is also inaplementing a co mputerized 
form s th at prod uce  multiple co pies; however, licensing program to provide additional co ntrols over 
m anagem ent ca nnot loc ate a co py of each form th e licensing process. 
included in th e numeric sequence. 

~ Som e of th e source documents used by th e 
Building Inspector are not pren umbered . The 
absence of preprinted control numbers restrict 
m anagem ent's ability to account for th e 
disposition of form s and collection of th e related 
fees. 

~ Lice nses were issued  to th e mayor; however, th e 
req uired fee w as not collected in a ti~nely 
m anner. A period of m ore than seven m onth s 
elapsed  before th e fees were eventually 
co llected . 
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M anagem ent's Corrective A ction Plan 
For the Year Ended June 30, 1999 

~ Licenses were dated January 1, 1999 although 
the town clerk advises th e actual issuan ce was in 
M arch, 1999. 

SEC TIO N II - IN TERNA L C ON TR O L A N D 
C O M PLIA NC E M A TER IA L TO FEDERA L A W A RD S 

Finding - N/A - There were no findings in th is area. Response-N/A 

SEC TIO N III - M A NA G EM EN T LETTER 

99-5 Accounting Practices - Numerous adjustments Response - The staff will take steps to become 
were needed  in order to properly classify familiar with th e proper classification of routine 
tran sactions reported  on the Town 's books. transact ions. 

99-6 Investm ent of Idle Funds - At year end, exce ss Response - The Town w ill deposit all excess fu nds in 
fim ds were deposited  in non-interest bearing Interest-bearing acco unts in th e future. During th e 
acco unts. In order to  m axim ize th e Town 's audit, several ce rtificates of deposit were opened 
resource s, an y funds th at are not required  to m eet with its fiscal agent to m axim ize its resource s. 
im m ed iate needs should be invested  in appropriate 
short-term investments. Th e Town  should also 
request that its fiscal agent pay interest on demand 
dep osits. 

99-7 Bond Covenants - The Town is subject to a Response - The Town  Clerk has been made aware of 
sewer revenue bond agreement that req uires month ly th e deposit requirements and will ensure th at th e 
deposit of funds into ce rtain restricted  bank required  paym ents are m ade in accordance with th e 
accounts. During th e twelve m onth period en ding sched ules contained in the bond agree ment. 
June 30, 1999, only eight of th e req uired month ly 
deposits were actually co mpleted . 

99-8 Related Party Transactions - As discussed  in Response The Town will address w ritten 
reportable co ndition 99-4, during th e co urse of our proced ures to employee s and elected officials to 
audit, it w as disco vered  that licenses w ere issued  to assert th e nece ssity for com pliance  wi th all sta ndard 
a public offi cial; however, a period of more th an practice s in dea lings involving th e Town and 
seven month s elapsed  before the required  fee s were employee s or offi cials. Furthermore, no exce ptions 
co llected . The Offi ce  of Legislative Auditor has to th ese procedures w ill be allowed until legal 
advised  us that this tran sact ion m ay violate co unsel has revi ewed th e exce ptions for co mpliance  
provi sions of the Louisiana Constitution of 1974. with applicable law s and regulations. 
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C ERT IFIEI) PUBLIC AC C O UNTA N TS 

1407 PETERM AN D RIV E 
A I,EX AN D R1A , I,O U 1SIAN A 7130 

The Honorable M ayor and 
Board of Alderm en 

Town of New Llano, Louisiana 

O ctober 26, 1999 

RECEIVED 
LEGISLATIVE AUDITOR 

Pl~SI OI,] [(71i n~x 12178 
:\l I:X/',N1)RIA. 1,< RTISI,\NA 71315-2178 

"l "EI.EI'IIONE (31 {I ) 442-1608 
"l E1,EO4 IPIER (31 g) 487-2027 

In planning and perform ing our audit of the financial statem ents of the Town of New Llano
, 

Louisiana for the year ended June 30, 1999, we considered the Town's intern al control structure 
to determine our auditing procedures for the purpose of expressing an opinion on the financial 
statem ents and not to provide assurance on the internal control structure. How ever, during our 
audit we becam e aw are of several m atters that are opportunities for strengthening intern al 
controls and operating efficiency. Our com m ents and suggestions regarding those matters are 
provided as follow s: 

Reportable conditions involve m atters coming to our attention relating to significant deficiencies in 

the design or operation of the internal control over financial reporting that, in our judgment, could 
adversely affect the Town's ability to record

, process, sum m arize and report financial data 
consistent with the assertions of m anagem ent in the general purpose financial statements. As 
required by Government Auditing Standards, the reportable conditions are also sum m arized in the 
schedule of findings and questioned cost appearing the Town's audit report. 

99-1. O VERTIM E COMPENA'ATION 

The Tow n has no form al policies and procedures for approving overtim e, docum enting the 
purpose for w hich overtim e is needed, or m onitoring the amount of overtim e actually w orked. 

The follow ing events that occurred during the year ended June 30, 1999 suggest a need for 
policies and procedures that address overtim e com pensation: 

~ Several of the Tow n's m aintenance em ployees w ere com pensated at one and one-half 
tim es their ordinary rate of pay for overtim e. 

~ M anagem ent w as unable to provide supporting docum entation that this overtim e was 
approved, docum ented, and monitored, nor were any policies or procedures available for 
our review that address overtim e com pensation. 

W e recom m end establishing a personnel com m ittee to address this issue. The com m ittee should 
be responsible for perform ing the follow ing tasks: 

-M em bers- 
Am erlcLa Instlt'ute of CerUfled ]PublIQ Aeco~ t~ zts ~ Dociety of Loulsl~ a C.PAz 
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~ Developing a written policy for approving, documenting, and monitoring overtim e 

~ Reviewing monthly payroll journals to ensure that compensation conforms to the 
approved policies. 

~ Es~.ablish "~ i~t*~en pol;,c:,es for com pensa~:,ng em ployees 'that are on-call for em ergencies 
that m ay occur after hours or on weekends 

99-2. COM PENSAIION RATES 

Em ployee pay rates and the approval of m ost existing pay rates has not been docum ented In 
order to ensure that em ployees are com pensated fairly, the Town should adopt a system atic 
approach to adopting pay rates and approving any changes. Furtherm ore, approval should be 
docum ented in a written fashion and signed by the parties responsible for approval. 

99-3. BANK R ECONCILIATIONS: 

During the course of our audit, we noted num erous errors involving the reconciliation of the 
Town's bank accounts. Since tim ely and accurate reconciliation of bank accounts is a critical 
feature of a proper internal control structure, this m atter should be addressed im m ediately 

99--4. PbSRM ITS AND LIC?EN.*CES'. 

As part of enforcing the Town's building codes, the Building Inspector issues certain licenses 
and perm its. Concerns identified in connection w ith the licenses and perm its issued by the 
Building Inspector are identified as follow s: 

Som e of the source documents used by the Building Inspector consist of prenum bered 
form s that produce m ultiple copies; however, m anagem ent cannot locate a copy of each 
form included in the num eric sequence. 
Som e of the source docum ents used by the Building Inspector are not prenum bered. The 
absence of preprinted control num bers restrict m anagem ent's ability to account for the 
disposition of form s and collection of the related fees. 
Licenses were issued to the m ayor; however, the required fee was not collected in a 
tim ely m anner. A period of more than seven months elapsed before the fees were 
eventually collected. 
Licenses were dated January 1, 1999 although the town clerk advises the actual issuance 
was in M arch, 1999. 

In order to strengthen procedures related to permits and licenses, we suggest im plem enting the 
follow ing policies. 

~ All source docum ents should consist of preprinted form s that produce m ultiple copies of 
~he origir~al. 

~ All paym ents should be m ade directly to the Town Clerk or an assistant that is covered by 
a fidelity bond. Furthermore, the Town Clerk should receive a copy of the source 
docum ent w hen paym ent is received and the Tow n Clerk should m aintain a file that 
includes a copy of each source document ineluded in the preprinted num eric sequence. If 
form s are voided for any reason, the voided form  should be subm itted to the Town Clerk 
in its entirety and held in the previously m entioned file. 



The H onorable M ayor and 

Board of A Idermen 
October 26, 1999 

Page 3 

Before signing any license or perm it, the Building Inspector should require a receipt fi-om 
the Town Clelk ol an appropriate assistant acknow ledging that the fee has been paid in 
full. This policy should be observed without exception 

These additional com m ents address further opportunities for strengthening internal controls and 
operating effi ciency. Government Auditing Standards do not require these additional com m ents 
to be included in the City's audit report; however, the com m ents are of suffi cient im portance to 
be worthy of m anagem ent's attention. 

99-5. A CCOUNTING PRACTICES 

For the year ended June 30, 1999, numerous adjustments were needed in order to properly 
classify transactions reported on the Town's books. In order to avoid fu ture problem s of this 
nature, the staff  should become fam iliar with the proper classification for routine transactions. 
O ur staff w ill be available as needed to assist w ith this m atter 

99-6. IN VEA'TM ENT OF IDLE F UNDN: 

At year end, excess fu nds were deposited in non-interest bearing accounts. In order to m axim ize 
the Town's resources, any funds that are not required to m eet the Town's im m ediate needs 
should be invested in appropriate short-term instrum ents. The Town should also request that its 
fiscal agent convert its demand deposit accounts to interest bearing accounts, particularly on 
those accounts w ith significant am ounts on deposit. 

99-7. B OND C OVENANTS: 

The Town is subject to a sewer revenue bond agreement that requires monthly deposit of funds 
into certain restricted bank accounts. During the tw elve m onth period ending June 30, 1999, only 
eight of the required m onthly deposits were actually completed. In order to com ply w ith the 
term s of the bond agreem ent, funds should be im m ediately deposited into the follow ing 
accounts: 

~ Sew er Revenue Bond Debt Service Reserv e Fund 
~ Sew er System Renewal and Replacem ent Fund 

In addition, polices and procedures should be im plem ented to ensure that all future required 
m onthly deposits are m ade in a tim ely m anner. 

A s discussed in reportable condition 99-4, during the course of our audit, it w as discovered that 
licenses w ere issued to a public offi cial; how ever, a period of m ore than seven m onths elapsed 
before the required fees w ere collected. Since paym ent is ordinarily required w hen licenses are 
issued, this m atter w as discussed w ith personnel involved in processing the transaction. Based on 
their responses, w e were unable to reach any definitive conclusions regarding the facts and 
circum stances that allowed the transaction to be processed in an unusual m anner. 
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As required by the term s of our engagem ent letter, this m atter has been reported to the Office of 
Legislative Auditor. The Office of Legislative Auditor has advised us that this transaction m ay 
violate provisions of the Louisiana Constitution of 1974. Article 7, Section 14 of the Constitution 
which reads as follow s: 

Except as otherwise provided by this constitution, the 
.tirade', credit, property, or 

things of value of the state or ~  any political subdivision shall not be loaned, 
pledged, or donated to or for any person, association, or corporation, public or 

Since we were unable to reach any conclusion regarding the facts and circum stances related to 
this m atter, it is not know n w hether the Constitutional provisions described above w ere 
intentionally violated. In order to avoid future issues of this nature, we suggest devoting special 
attention to all transactions involving related parties. Polices and procedures should be rigorously 
enforced, without exception, when a transaction involves related parties. 

W e will be available at your convenience to discuss our com ments and suggestions in greater 
detail. Our firm w ill also be available to assist in im plem enting these recom m endations. 

ROZIER, H ARRINGTON & M cKAY 
Certified Public Accountants 


