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ndenendent Auditors' Renort 

To the Honorable M ayor and Board of Alderm en 
City of Pineville, Louisiana 

M AU,ING AI)I)RESS 
POSl OH, ICE Box 12178 

AI,I~NANI)RIA, I X~I JISIANA 71315-2178 

TEI,EPIIONE (3 [ 8 ) 442-1608 
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W e have audited the accom panying general purpose financial statem ents of the City of Pineville, 
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 City'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 Government Auditing Standards" ,issued by the Com ptroller 
G eneral of the United States, Those standards require that w e plan and perform  the audit to obtain 
reasonable assurance about whether the general purpose financial statem ents are flee of m aterial 
m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosures in the general purpose financial statements. An audit also includes assessing the 
accounting principles used and significant estim ates m ade by m anagem ent, as w ell as evaluating the 
overall general purp ose financial statement presentation. W e believe that our audit provides a 
reasonable basis for our opinion. 

G overnm 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 of rem ediation efforts will 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 to om it 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 purp ose financial statem ents referred to above present fairly, in all 
m aterial respects, the financial position of the City of Pineville, Louisiana, as of June 30, 1999, and 
the results of its operations and cash flows of its proprietary fu nd types for the year then ended in 
conform ity w ith generally accepted accounting principles. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated D ecember 
17, 1999, on our consideration of the City's intern al control over finan cial reporting and our tests of 
its com pliance with certain provisions of law s, regulations, contracts, and grants. 

-M em bers- 
Am arlcnn Institute of Certlflmd Public Accountants * Sn~iaty of Louisiana, CPAs 
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Our audit was m ade for the purpose of form ing an opinion on the general purpose financial 
statements taken as a w hole. The supplem ental information listed in the Table of Contents and the 
Schedule of Expenditures of Federal Aw ards are presented for purposes of additional analysis and are 
not a required part of the general purpose financial statem ents of the City of Pineville. Such 

information has been subjected to the auditing procedures applied in the audit of the general purpose 
financial statem ents and in our opinion, is fairly presented in all m aterial respects in relation to the 
general purp ose financial statem ents taken as a w hole. 
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ROZIER. HARR INGTON & M cKAY 
Certified Public Accountants 
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IND EPEND EN T AU D ITO RS" REPORT ON COM PLIANCE AND  ON IN TERNAL 
L O VER FIN ANCIAl, REPORTING BASED ON AN AUDIT OF 

FINAN CIAL STATEM EN TS P 

To the H onorable M ayor 

and the Board of Alderm en 
City of Pineville, Louisiana 

ERFORM ED IN ACCORD AN CE W 1TH 
A UL)IT1NG STANI)ARDS Vt,, 

W e have audited the financial statem ents of the City of t'ineville, as of and for the year ended June 30, 
1999, and have issued our report thereon dated December 17, 1999. W e conducted our audit in 
accordance with generally accepted auditing standards and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the U nited 
States. 

Com pliance 
As part of obtaining reasonable assurance about w hether the City of Pineville's financial statem ents 
are flee of m aterial m isstatem ent, we perform ed tests of its com pliance w ith 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 statement am ounts. How ever, providing an opinion on 

compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion. The results of our tests disclosed an instance of noncom pliance that is 
required to be reported under Governm ent Auditing Standard~ which is described in the 
accom panying schedule of findings and questioned costs as item 99-3. W e also note certain 
im m aterial instances of noncom pliance that we have reported to m anagem ent in a separate letter 
dated December 17, 1999. 

Internal Control Over Financial Reporting 
In planning and perform ing our audit, we considered the City of Pineville's intern al control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the financial statem ents and not to provide assuran ce on the internal control over financial 
reporting. How ever, w e noted certain matters involving the internal control over financial reporting 
and its operation that w e consider to be reportable conditions. 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 City's ability to 
record, process, sum m arize and report financial data consistent with the assertions of m anagement in 

-a elnbers- 
Am lricurl Institute of Certified Public A~countants * :So~lot~ of Louisiana, CPAs 
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the general purpose financial statem ents. Reportable conditions are described in the accompanying 
schedule of findings and questioned costs as item s 99-1 and 99-2. 

A m aterial weakness 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 ents in am ounts 
thai w ould be m aterial in relation to the financial statem ents being audited m ay occur and not be 
detected w ithin a tim ely period by employees 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, would 
not necessarily disclose all reportable conditions that are also considered to be material weaknesses. 

How ever, of the reportable conditions described above, w e consider item 99-1 to be a m aterial 
w eakness W e also noted other matters involving the intern al control over financial reporting that we 
have reported to managem ent in a separate letter dated D ecem ber 17, 1999. 

This report is intended for the inform ation & management. How ever, this report is a m atter of public 
record and its distribution is not lim ited. 

ROZ1ER, HARRINGTON & M cKAY 
Certified Public Accountants 
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G o vernm en tal Funds 

C om bined Statem ent of R evenues, Exp enditures and Changes in Fund Balances 

For the Year Ended June 30, 1999 

REV ENUES: 
Taxes: 

Ad valorcm 
Sales 

IAeenses and permits 
Franchise fees 
Occupabonal licenses 

Other 
Intergovem mcntM 

Sanitation fees 
Fines and forfeitures 
O ther 

EX I'ENDITUR ES: 
Current: 

General govern ment: 
Judicial 
Executive 
Financo & Administrative 

Public safety 
l~ blic works 
llealth & W elFare 
Culture & Recreation 

Capital Expe nditures 
/)obl Service 

Total expenditures 

Excess (deficiency) of revenues 
over expe nditures 

OTIIER FINANCING SOURCES (USES): 
Operating transfers in 
Operating transfers out 
Proceeds from long-term debl 

Excess (deficiency) of revenues and 
other sources over expe nditures 

and other uses 

Fund balance (deficit) - beginning of year 

Fund balance (deficit) - end of year 

Govern mental Funds 

General 
Fund 

Special 
Revenue 
Funds 

S 270A27 $ 474,783 $ 
3.083.727 2.288.341 

514.020 
358.105 
35.488 
322.276 54,000 
535,110 
124,302 
198.396 26.682 

Debt 
Service 
Funds 

28,611 

Capital 

Projects 
Funds 

000,294 

28,743 

"I otal 

(M emorandum 
Only) 

928,047 
5.372.068 

514,020 
358.105 
35,488 

.376.570 

535,110 
124.302 
282,432 

5.441,551 2,843,806 211,748 1.029,037 9.526.142 

208,529 
143,642 

1,291,365 
2,642,077 
2,137,302 
105.000 
386.845 
94,370 
151,351 

6,818 4,893 

22.790 
25.719 

7,160,481 55,327 

713.146 

(1,718,930) 2,788,479 (506,291) 

2,009,685 

(266,554) 
19,800 

44,001 4,445 

486.844 471.964 

473.126 

(33,165) 

687,702 

The acc~ panylng not~  are an Integral part of this statw~ont. 

492.84 

1,492,841 

1,183,240 

(207,553) 

208,529 
143.642 

1,303.076 
2,642.077 

2,137,302 
105.000 
409,635 
1.612.930 
864.497 

9.426.688 

99.454 

3,666,051 

(3,258,141) 
19.800 

511,883 527.16,1 

239,313 1,885,823 

$ 751,196 $ 2,412,987 



Com bined Statem ent of R evenues, Expenditures and Changes in Fund Balance 

Budget (GAAP Basis) and Actual 
For the Year Ended June 30t 1999 

REVENUES: 
"1 axe : 

Ad valorz~n 
Sal~ 

I .iota ses and pcrm it.s 
Franchise foes 
Oo-~pati~lal lioals~ 
Othc~ 

Int crgovcrnmt.~atal 
Sanitati~l fe~ 
Fin~ and forfeitures 
Ot~cr 

Total revenues 

EXPENDITURES: 
Cu~alt: 

O~nc~al govc~ men t 
Public safety 
Public works 
tl~ hh & W elfare 
Cuhurc & Re~-cation 

Capital Ex~cndlturc 
l)eLg Service 

Total expenditures 

Excess (deficiency) of revenues 
over expe nditu res 

O'flIER FINANCING SOURCES (USES): 
Opt~ating transfers in 
Opt~ating transfers out 
Pro,~xMs from long-term dd-,t 

Excess (de fich!ncy) of revenues and 
other sources over expe nditu res 
and oth er uses 

Fund balance (deficit) - beginning of year 

Fund balance (deficit) - end of year 

.A~nt~lded 

Bu~ _ 

Spccial Revenue Funds 
Variance Variance 
Favorablc Am oldcd Favorable 

~ _e~_ _ llud~  A~ual . _(Unl~vorabl~) 

$ 275.000 $ 270,127 $ (4.873) $ 539,000 $ 474.783 $ (64.217) 
3,025.000 3.083,727 58,727 2,317,400 2.288.34] (29.059) 

520,000 
300,000 
30,000 
296,500 
495,000 
118,200 
163.800 

1,512,000 
2.599,000 
2.102.100 
104,700 
343.700 

514,020 
358.105 
35,488 
322,276 
535,110 
124,302 
198.396 

(5,980) 
58,105 
5,488 
25.776 
40,110 
6,102 
34.596 

1,643,536 
2,642,077 
2,137,302 
105.000 
386,845 
94,370 
151.351 

6.661,500 7,160,48 

(131,536) 
(43,077) 
(35.202) 
(300) 

(43,145) 
(94,370) 
(151,351~ 

(498.981~ 

25,500 

2,994,600 

9,400 
6.800 

26.900 

26,682 1.182 

(150.794) 

6,818 3.882 

22.790 
25.719 

55.327 

438.000) (1,718.930) (280.930) 2,967,700 2,788,479 

,994,700 

(436,700) 
2,009,685 

(266,554) 
14,985 

170,146 (2,803,400) (2.784.034 
19,800 19,800 

44,001 

486,844 

TI~ =~ nMng noto* t~  sn Int~a~ t ~ rt o~ thhs stmtm.ent. 
-% 

3,390 
8,919 

486,844 471,964 ~14.88~ ) 

$ 651.144 $ 476.409 



Com bined Sfatem ent of R evenue1 Expenses and Changes in Retained Earnings 

For the Year Ended June 30~ 1999 

O PERATING REVENUES: 
Utility revenue 
Contributions to Hcaltbcarc Plan 
Other 

Total operating revenues 

OPERATING EXPENSES 
Salaries 
Contract labor 
Legal and professional 
Repairs and m aintenance 
Supplies and chemicals 
Employee benefits 
Insurance 
Utilities 
Perm its and testing 
Depreciation 
Other 

Total operating expenses 

Operating income (loss) 

NO NO PERATING REVENUES (EXPENSES 
lnterestrevenue 
lnterestexpense 

Net income (loss) before operating transfers 

OTHER FINANCING SOURCES (USES) 
Operating transfers in 
Operating transfers out 

Net income (loss) 

Retained earnings - beginning of year 

Retained earnings - end of year 

Enterprise 
Funds 

$ 2,196,988 $ 

39.837 

Intem al 

Sen'ice 
Fund 

Total 
(M emorandum 

Onlv~) 

$ 2,196,988 
484,634 484,634 

- 139.837 

2,336,825 484,634 

702,677 
18,806 
88,721 
140,980 
118,080 
235,106 

333,108 
34,421 
459,322 
114.740 

575,665 
114,968 

46_745 

2.821.459 

702,677 
18,806 
88,721 
140,980 
118,080 

810,771 
114,968 
333,t08 
34,421 
459,322 
161.485 

2,245,961 737,378 2,983,339 

90,864 (252,744) (161,880) 

40,646 

(119,070) 
987 41,633 

(119,070) 

12,440 (251,757) (239,317) 

36,000 

(443,911) 
36,000 

(443,911) 

(395,471) (251,757) (647,228) 

394.835 

The accom panying notes are an Integral part of this statem ent. 

-8- 



Com blnmd Statem ent of Cash Flow ~ 

For the Year Ended June 30, t999 

ITIES CASll FI,OW S FRO M  

Ope rating income 

Adjustalonts Io reconcile operating incotne to net cash 
provided by operating activities: 

Depreciation 
(l,crease) decrease in receivable 
(Increase) decrease in other assets 
Increase (decrease) in accounts and other payables 
Increase (decrease) ill healthcare claims payable 
Increase (decrease) fil deposits due others 

Net cash provided (used) by operatin~ 
activities 

CASII FI,QW  FROM NON-CAPITAL FINANCING 
ACrlvn'~  

Operating transfers in 

Operating transfers out 
Net (increase) decrease in interfund receivables 
Net (increase) decrease in interfund payables 

Net cash provided (used) by non-capital 
financing activities 

CASII FI,OW S FRO M  CAPITAl 
I#INANC ING A(TI'IVITIES: 

lnterest paid on revenue bonds 

Capital expenditures 
Principal paid on revenue bo nds 

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

CASll F1,OW S FROM  INW ESTING A(TYIVITIES 

Interest income 

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

Net increase (decrease) in cash 
Beginning cash balance 

Ending cash balance 
Restricted c~sh balance 

Unrestricted  cash balance 

l~;ntcrprisc 
Ftmds 

lnierim] 
Service 
Fund 

"lbtM 
(M emorandum 

Ordy) 

90.864 8 (252.744) S (161,880) 

459.322 

(158.878) 
L046 
38.523 

445.467 

36.000 

(443,911) 
61,567 
281.984 

(64360) 

(120,007) 
(55,000) 
(277,321) 

(452.328) 

45%322 
(158,878) 

1.046 

38,523 
266,554 
14,590 

36,000 

(443,911) 
61567 
281,984 

(64,360) 

(120,007) 
(55,000) 

_  (277,321) 

(452,328) 

40,646 987 41,633 

40,646 

(30.575) 
827,813 

797,238 
441,338 

$ 355.900 

987 

4.797 (15.778) 
827,813 

812,035 
441,338 

$ 14.797 $ 370,697 

During the year, various capital projecA funds expended resources for the improvement of the utility system mad the 
m~aicipai airport. Expemlltures for utility end airpo rt pro|cct.q totaled $952~257 and $96,865~ Irespectively. Fucthet~lore~ 
utility sysl~m im provements with an estim ated cost of $199,000 were constructed by subdivision developers and donald to 

the City. 

accoml~enyln9 notmt am  an lategrltl part of thlm mtletmm ~ t. 
-9- 



C IT Y  O F  P IN E VIL L E  
N o tes To F in a n cia l S ta tem en ts 

J un e 3 0, 19 9 9 

NOTE l - SUM MARY O F SIGNIFICANT A CCOUNTING POLICIES 

The City of Pineville (the City) was incorporated under the provisions of the Lawrason Act. The City 
is governed by a M ayor and a Board of Alderman consisting of five (5) members. Services provided 
by the City include police protection, fire protection, street maintenance, drainage, recreation and 
sanitation. The City also operates a water distribution system , a sew er system and a municipal airport. 

The accom panying policies conform to generally accepted accounting principles for governm ental 
units. 

Financial Renortine Entity 

As the municipal governing authority, for reporting purposes, the City is considered a separate 

financial reporting entity. The financial reporting entity consists of (a) the primary government (the 
City), (b) organizations for which the primary government is financially accountable, and (c) other 
organizations for w hich nature and significance of their relationship with the prim ary governm ent are 
such that exclusion would cause the reporting entity's financial statem ents to be misleading or 
incom plete. 

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria for 
determining which com ponent units should be considered part of the City of Pineville for financial 
reporting purposes. ]'he basic criterion for including a potential com ponent unit within the reporting 
entity is financial accountability. The GASB has set forth criteria to be considered in determ ining 
financial accountability. This criteria includes: 

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

a) The ability of the City to impose its will on that organization and/or 

b) The potential for the organization to provide specific financial benefits to or 
im pose specific financial burdens on the City. 

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

Organizations for w hich 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 on the criteria presented above, the City has no com ponent units. In reaching this conclusion, 
the operations of the City Court System were considered; how ever it was determ ined that the City 
Court System did not m eet the necessary criteria for classification as a com ponent unit. Com ponent 

- 10- 



C IT Y  O F  P IN E VlL L E  
N o tes To F in an cial S ta tem en ts 

J un e 3 0, 19 9 9 

unit status does not apply because the City Court System is managed by elected offi cials and it 
functions in a fiscally independent manner. 

Fund A ccounting 

The accounts of the City are organized on the basis of funds or account groups, each of which is considered 
a separ ate accounting entity. The operations of each fun d are accounted for with a separate set of self- 
balancing accounts that comprise its as sets, liabilities, fund equity, revenues, an d expenditures. The 
var ious funds ar e sum m arized by type in the finan cial statem ents. The followi ng fund types an d acco unl 
groups ar e used by the City: 

G overnm ental Fund Tvoe 

_General Fund - The General Fun d is the general operating fund of the City. It is used to 
accoun t for all financial resources except those required to be accounted for in an other 
fu nd. 

Special Revenue Funds - Account for the proceeds of specific revenue sources that 
are legally restricted to expenditures for specified purposes. 

Debt Service Fun ds - Account for tran sactions relating to resources retained an d used for 
the paym ent of principal an d interest on general long-term obligations. 

Caoital Project Funds 
acqutsttaon, construction, 
govern m ental funds. 

Account for finan cial resources received and used for the 
or im provem ent of capital facilities not reported in th e other 

Enterprise Funds - Enterprise Fun ds are used to account for operations that are finan ced 
and operated in a m an ner sim ilar to private business enterp rises - where the intent of th e 

goveming body is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be finan ced or recovered prim arily 
through user char ges. 

ntem al Service Funds 
cost reim bursem ent bas is 

Accoun t for the goods an d services provided to oth er funds on a 

Fiduciary, Funds 

A g_en~c.c~ Fun ds - Accoun t for as sets that are held on behalf of others as  th eir agent. Agency 
funds are custodial in nature and do not involve m eas urem ent of results of operations. 

General Fixed Assets Accoun t Group - This group of accounts is used to account for fixed 
as sets of the City oth er than  those acco un ted for in the proprietary fund. 

- 11- 



N o tes To F in an cia l S ta tem en ts 

J un e 3 0, 19 9 9 

General LonR-Term Debt Account Group - This group of accounts is used to account for 
ong-term debt of the City not accounted for in the proprietary fund 

BASIS O F ACCOUNTING 
Basis of accounting refers to w hen revenues and expenditures or expenses are recognized in the accounts 
and reported in the finan cial statem ents. Basis of accounting relates to the timing of the m easurem ents 
m ade, regardless of the m easurem ent focus applied. 

All govern m ental funds an d expendable trust funds are accounted for using the modified accrual bas is of 
accounting. Their revenues are recognized when they becom e m easurable and available as net current 
as sets. Taxpayer-as sessed incom e and gross receipts ar e considered "meas urable" when in the han ds of 
collecting govern ments an d ar e recognized as revenue at th at time. Anticipated refunds of such tax es are 
recorded as liabilities an d reductions of revenue when they are meas urable an d their validity seem s certain. 

Expenditures are generally recogn ized under th e modified accrual basis of accoun ting when th e related 
fund liability is incurred. An exception to this general rule is principal an d interest on long-term debt, 
which is recogn ized when due. 

In both govern mental an d proprietary funds, inventories of supplies ar e considered im m aterial an d ar e not 
recorded. 

The proprietary funds are accounted for using th e accrual bas is of accounting. Revenues ar e recognized 
when th ey are earned, an d expenses ar e recognized when th ey ar e incurred. Utility revenues ar e billed on a 
cycle basis an d are recognized in the m onth billed. Unbilled service receivables resulting from utility 
services rendered betw een cycle billing and the end of the m onth have been recogn ized in the 
accompanying finan cial statem ents. 

The bas is of accounting followed by proprietary funds is sim ilar to accounting practices utilized by 
business enterprises. D ue to th ese sim ilarities, proprietary funds ar e allowed to follow certain 

pronouncement that are developed by the Finan cial Accoun ting Stan dards Board (FASB) for business 
enterp rises. However, the City only applies those FASB pronoun cem ents that were issued on or before 
November 30, 1989. 

The prepar ation of financial statem ent in conformity with generally accepted accoun ting principles requires 
managem ent to make estim ates an d as sumptions that affect certain reported amounts an d disclosures. 
Accordingly, actual results could differ from th ose estim ates. 

Restricted as sets represent resources th at must be expended in a specific m anner. Restrictions of this 
nature are imposed by various contractual obligations including gran t agr eem ents an d bond covenan ts. 
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Budget Practices: 

Budgets including any am endments are prepared in the m anner prescribed by Louisian a revised statutes. 
City budgets present revenue and expenditures un  a basis which is consistent with generally accepted 
accounting principles. Budgets ar e adopted annually for the general fund and each special revenue fund. 

The rem aining funds ar e not required to adopt budgets. 

Fixed as sets of govern m ental fun ds are recorded as expenditures at the time purchas ed or constructed, an d 
the related assets ar e reported in the general fixed as sets account group. Since the City does not capitalize 
infras tructures, these items are excluded from the general fixed assets accoun t group. No depreciation has 
been provided un  general fixed assets. General fixed as sets ar e reported at historical cost, including an y 
interest incurred during construction. 

Property and equipm ent used in the proprietary fund operations are recorded at cost or estim ated 
historical cost including interest incurred during construction. D epreciation is com puted using the 
straight-line m ethod over the estimated usefu l lives of the assets. Fixed as sets ar e reported at historical 
cost, including any interest incurred during constru ction. 

Cash A nd Cash Eauivalents: 

Amounts reported as cash and cash equivalents (restricted an d un restricted) include all cash on han d, cash 
in ban k accoun ts, certificates of deposit and highly liquid investm ents. 

C om nensated A bsences 

Personnel policy adopted by the City does not allow employees to carryover material amounts of 
vested leave. As a result, no provision for com pensated absences is included in the accom panying 
financial statem ents. 

Encum brance A ecountine: 

Purchas e orders, contracts, an d oth er comm itm ents to engage in fu ture expenditures are referred to as 
encumbrances. Since encumbrances do not represent liabilities or current expenditures, encum brances are 
not reported in th e accom panying financial statements. 

Interfund Receivables A nd Payables 

lnterfund receivables and payables occur when transactions betw een individual fun ds are executed. These 
balances ar e typically liquidated within one year of origination The interfund receivables and payables ar e 
not elim inated in th e prepar ation of com bined financial statem ents. 

Total C olum ns O n Com bined Statem ents: 

Total columns on th e combined statem ents are captioned "M emoran dum " to indicate that they are 
presented only to facilitate financial an alysis. Data in these colunm s do not present finan cial position, 
results of operations, or chan ges in financial position in conform ity wi th generally accepted accounting 
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principles. Neither is such data comparable to a consolidation. Interfund elim inations have not been m ade 
in the aggregation of this data. 

Statem ent O f Cash Flow s 

For the purpose of reporting cash flows, cas h and cash equivalents includes all cas h on hand, cas h in ban ks 
an d certificates of deposit. 

Contributed Capital 

Contributed capital is recorded in proprietary funds that have received capital grants 
or contributions from developers, custom ers, or oth er funds when such resources are 
restricted for the acquisition or construction of capital as sets. Contributed capital reported 

by the City is not subject to amortization. 

R eserves 

Reserves represent those portions of fund equity legally segregated for a specific future 
use. 

NOTE 2 - A CCOUNTS R ECEIVABLE 
Accounts receivable for the year ended June 30, 1999 ar e sum m ar ized as follows 

Accounts Receivable 
Utility Acco un ts $ 
Fran chise Taxes 

General 
Fun d 

Special 
Revenue 
Fun ds 

Capital 
Project Enterprise 

Funds 

$ $ $ 593,767 
50,417 

Other 3,360 3,773 
Total Accoun ts Receivable 53,777 3.773 593.767 
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NOTE 3 - CASH A ND CASH EOUIVALENTS 

At June 30, 1999, the City has $2,976,119 in deposits (collected bank balance). These deposits are secured 
from risk by $250,048 of federal deposit insurance and $3

,962,131of pledged securities held by the 
custodial bank in the name of the fiscal agent bank (GASB Category 3). 

Even though the pledged securities are considered uneollateralized (Category 3) under the provisions of 
GASB Statem ent No. 3, State law imposes a statutory requirement on the custodial bank to advertise and 
sell the pledged securities within 10 days of being notified that the fiscal agent has failed to pay deposited 
funds upon dem and. 

NOTE 4 - LONG-TERM DEBT 

Debt attributable to the acquisition of the City's utility system and the operation of the utility system is 
reported as an obligation of the City's proprietary (enterprise) funds. Remaining debts are reported in the 
general long-term debt account group. The City's debts are sum m arized as follows: 

Certificates of Indebtedness 
Revenue Bonds 
General Obligation Bonds 

Propnetary 

Fund 
Obligations 

1,800,000 

General 
Long-term 

D ebt Total 

$ 2,093,000 
315,000 

1,265,000 

$ 2,093,000 
2,115,000 
1,265,000 
88,474 __Capital Leases 88

,474 

$ 1,800,000 $ 3,761,474 $ 5,561,474 

Changes in the City's general long-term debt for the year ended June 30
, 1999 are presented as 

follow s: 
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Certificates of In debtedness 
Revenue Bonds 
General Obligations 

_
Capital Leases 

Beginning 
Balance 

$ 2,302,000 
450,000 

1,340,000 

Debt 
Issued 

Debt 
Retired 

$ 209,000 
135,000 
75,000 

Ending 
Balance 

$ 2,093,000 
315,000 

1,265,000 
209,866 19,800 141,192 88,474 

Total general long-term debt $ 4,301,866 $ 19,800 $ 560,192 $ 3,761,474 

Certificates of Indebtedness 
The City has issued certificates which are secured by and payable from a pledge of the excess of annual 
revenues above statutory, necessary an d usual charges incurred by th e City . Certificates of indebtedness 
outstanding at June 30, 1999 are described as follows: 

$2,000,000 Taxable Certificates of Indebtedness, Series 1995 dated 
September 19, 1995, bearing interest at a rate of 8.5% . Principle is 
payable in an nual installm ents ran ging from $135,000 to $281,000, with 
the final installm ent due September 1, 2005. $ 1,560,000 

$630,000 Certificates of In debtedness, Series 1997 dated M ay 21, 1997, 
bearing interest at a rate of 4.95% . Principle is payable in an nual 
installments ranging from $47,000 to $81,000, with th e final installm ent 
due M ar ch 1,2007 

Total Certificates of Indebtedn ess $ 2,093,000 

R evenue Bonds 

The City h~ts issued revenue bonds th at ar e secured by an d payable solely from a pledge of funds generated 
by a specific revenue source. Revenue bonds outstanding at June 30, 1999 are described as Follows: 

$900,000 Utilities Revenue Bonds Series 1994, dated July 1, 1994 wi th 
an  effective rate of interest ran ging from 5.0%  to 6.0%  depending on th e 
length of m aturity. The bonds m atu re serially on M ay 1a of each year in 
amounts ran ging from $5,000 to $75,000. Final m atu rity is scheduled for 
M ay 1, 2019, unless the City elects to redeem the bonds prior to m atu rity . 
Bonds becom e eligible for redemption on M ay 1, of 2004. $ 845,000 

$1,100,000 Utilities Revenue Bonds, Series 1991 dated Novem ber 1, 
1991 bearing interest at rates ran ging from 6% to 10% depending on the 
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length of m aturity. "lqae bonds mature serially on M ay 1 of each year in 
am ounts ranging from $20,000 to $95,000. Final maturity is scheduled for 
M ay l, 2016, unless the City elect to redeem the bonds prior to m aturity . 
Bonds become eligible for redemption on M ay 1, 2002. 955,000 

$ 1,750,000 Public Improvem ent Sales Tax Bonds, Series 1980 dated 
Septem ber 1, 1980, bearing interest at a rate of 8.0% . The bonds m ature 
serially on September 1a of each year in amounts ranging from $5,000 to 
$150,000. Final m atu rity is scheduled for September 1, 2005, un less the 
City elects to redeem the bonds prior to m aturity. Bonds m aturing on or 
after September 1, 1991 are subject to early redemption. The bonds are 
payable solely from and secured by an  irrevocable pledge and dedication 

of the special one percent (1%o) sales and used tax being levied by the 
city.

. 

Total Revenue Bonds 

315,000 

$ 2,115,000 

G eneral O blieation Bonds 

Th e City has issued has  issued general obligations bonds payable from properly taxes levied in the m an ner 
provided by State Law . General obligations outstanding at June 30, 1999 are described as follows: 

$1,700,000 General Obligation Bonds, Series 1991 August 1, 1991, with 
interest rates ran ging from 7%  to 12% . The bonds m ature serially on 
M arch 1a of each year in am ounts ranging from $25,000 to $160,000. 
Final m aturity is scheduled for M arch 1, 2011, unless the City elects to 

redeem the bonds prior to maturity. Bonds become subject to early 
redem ption on M ar ch 1, 2001. Th e bonds are secured by the full faith an d 
credit of the City and a special tax levied on property subject to tax ation 
wi thin the boundaries of the Ci $ 1,265,000 

Total General Obligations $ 1.265.000 

The City has acquired equipm ent by entering into capital leasing arrangem ents. For financial reporting 
purposes, m inim um lease paym ents relating to leased equipm ent have been capitalized. The leased 
property is reported by the general fixed assets account group at its original cost. Capital lease 
obligations outstan ding at Jun e 30, 1999 ar e described as follows: 

Lease agreem ent dated M ar ch, 1996, executed in exchan ge for a 1995 
International M odel 4700, wi th an  original balan ce of $32,311, bearing 
interest at a rate of 5.4% , payable in 60 monthly installments of $613 $ 11,697 
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Lease agreem ent dated January, 1996, executed in exchan ge for a 1996 
Chevrolet Suburban , with an original balance of $36,935, bearing interest 
at a rate of 7.1% , payable in 48 monthly installm ents of $886. 5,240 

Lease agreem ent dated October 1999, executed in exchan ge for an 
automobile, with an original balan ce of $19,800, bearing interest at a rate 
of 6.0% , payable in 48 monthly installm ents of $465. 16,820 

Installment purchase agreem ent dated Decem ber, 1996, executed in 
exchan ge for three 1997 Ford F-150 Trucks, wi th an  original balan ce of 
$55,009, bearing interest at a rate of 6% , payable m 48 monthly 
installments of $1,285. 20,900 

Installm ent purchase agr eem ent 
exchan ge for eight Ford police 
$193,140, bearing interest at a 
installm ent of $8,560. 

dated October, 1997, executed in 
vehicles, wi th an  original balance of 
rate of 6% , payable in 24 monthly 

33,817 

Total Capital leas e obligations $ 88,474 

M aturity of Lone-term  D eb 

A schedule of maturities of long-term debt excluding capital leas es is presented as follows 

Y ear Ended June 30th 

2000 
2001 
2002 
2003 
2004 
Thereafter 

Proprietary 
Fund 

Obligations 

$ 60,000 
60,000 
65,000 
70,000 
75,000 

1,470,000 

G eneral 
Long-term  

D ebt Total 

$ 501,000 
529,000 
423,000 
454,000 
486,000 

3,080,000 

Total $ 1,800,000 $ 3,673,000 $ 5,473,000 

Future m inimum lease paym ents due under capital lease arrangem ents are presented as follow s 
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Year Ended June 30U' 

2000 
2001 
2002 

$ 67,912 
16,909 

5.580 

N OTE 5 -- TAXES: 

A d Valorem Taxes: 

The City bills and collects its own property taxes using the assessed values determ ined by the Tax 
Assessor of Rapides Parish. For the year ended June 30, 1999, the City has levied ad valorem tax es as 
follows: 

M ills 
Levied 

Levied for general alimony as perm itted by State Law . Revenue from taxes levied 
for general alimony is reported by the general fund 6 

Levied per proposition approved M ay 14, 1991, authorizing 10 m ills for a period 
of 10 year beginning with 1991 for th e purpose ofpaymg salaries of th e employees 
of th e fire and police departm ents. Due to the restricted  nature of th ese taxes, the 
revenue is reported in a special revenue fund 10 

Levied per proposition approved M ay 14, 1991, authorizing general obligation debt 
to run for a period of 20 years payable from a levy ofad valorem taxes. Since these 
ta xes are dedicated to debt service, revenue is reported in a debt service fund 4 

20 

Ad valorem taxes ar e as sessed on a calendar year bas is and are due on or before December 31 in th e year 
the tax  is levied. Revenues from ad valorem taxes are recognized as  revenue in the year billed. 

Sales Taxes: 

Sales taxes are collected by the Parish of Rapides and remitted to the City on a monthly basis. For the 
year ended June 30 the City has levied sales tax es as follow s: 
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Percentage 
Levied 

Levied per proposition approved April 4, 1987, authorizing a tax for file operation 
of the General Fund. Revenue generated by th is tax is reported by th e General 
fund 1%  

Levied  per proposition approved  September 16, 1978, auth orizing a ta x "with th e 
avails or proceed s of said ta x to be dedicated and pledged to th e payment of 
principle and interest and oth er amounts required  on any sales tax revenue bonds 
issued by th e City for any lawful public purpose; provided, however, th at th e 
avails or proceeds of said ta x not required  in each m onth for principle, interest and 
oth er paym ents on any sales ta x revenue bonds, shall be allocated  in an amount 
equal to 50%  & th e proceeds of th e tax for paying salaries of municipal employees 
of said City and the remaining proc eeds of th e ta x for constructing, acquiring and 
improving capita l improvem ents for said City including streets, sidewalks, bridges, 
waterworks, sewers, drains and recreation an d fire protection facilities. Since 

revenue from this source is subject to various restrictions, it is reported in a special 
revenue fund 1%  

In addition to the taxes described above, the City is also entitled to receive a portion (5% ) of a 
parishw ide sales tax. Since the parishw ide tax is unrestricted, its proceeds are reported as revenue by 
the general fund. 

NOTE 6 - PROPERq[~ A ND EOUIPM ENT 

Changes in general fixed assets are presented as follow s: 

Beginning 
Balance Additions Disposals 

Ending 
Balance 

Land, Buildings & Improvements $ 2,438,116 $ 104,461 $ 2,542,577 
Furniture, Fixtures and Equipment 3,065,839 119.931 3,185.770 

A sum m ary of the property and equipm ent at June 30, 1999 consists of the following 
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Utility System 
Equipm ent 
M unicipal Airport Im provem ents 

21,485,249 
585,066 
368,230 

Net Prooertv and Equipment $ 16,362,411 

N OTE 7- R ISK M ANAGEM ENT 
The City is exposed to various risk of loss related to torts; theft, dam age or destruction of assets; 

errors and omissions; injuries to employees; and natural disasters. The City insures against these risks 
by participation in public entity risk pools that operate as com m on insurance program s and by 
purchasing com mercial insurance. Settled claim s resulting from these risk have not exceeded 
insurance coverage in any of the past three fiscal years. 

In addition to the risk described above, the City also provides bealthcare benefits for its employees 
and their dependents During previous years, the City provided these benefits through a traditional 
health insurance policy; how ever, the City recently began retaining a portion of the risk associated 
with providing healthcare benefits. A Healthcare Benefits Fund (an internal service fund) was 
established on January 1, 1999 to account for and finance uninsured risk. At the present tim e, the 
ttealtheare Benefits fund provides coverage up to a lifetim e m axim um of $1,000,000 per covered 
em ployee, 

The City m anages risk associated with providing healtheare benefits by purchasing comm ercial 
insurance that covers excess claim s. Currently, claim s incurred in connection with an em ployee or 
their dependents are covered by comm ercial insurance to the extent that these claim s exceed a lim it of 
$25,000 during a calendar year; how ever, the lim it may be as high as $75,000 for participants that 

were subject to preexisting medical conditions on January 1, 1999. Furthermore, any aggregate claims 
paid during a calendar year that exceed $575,665 are covered by commercial insurance. 

Each fu nd that provides com pensation to em ployees contributes to the H ealthcare Benefits Fund. The 
am ount of the contributions is based on estimated expenses that are expected to be incurred by the 
Healthcare Benefits Fund. Estim ated expenses are determined by considering exposure to uninsured 
claim s, prem ium s that are necessary to m aintain comm ercial insurance coverage and anticipated 
adm inistrative expenses associated w ith processing claim s. 

The claims liability is determ ined based on information processed by the claim s administrator during 
the early portion of the ensuing fiscal year. This inform ation allow s m anagem ent to identify claim s 
incurred prior to release of the financial statem ents. Chan ges in the claim s liability reported by the 
H ealthcare Benefits Fund since inception are presented as follow s: 
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Claim s and Chan ges in Estim ate $ 575,665 
Less Claim P 

Balance at Year End 

309.1 

$ 266,554 

At year end, the ttealthcare Benefits Fund reported a retained earnings deficit in the amount of 
$251,757. Benefits provided by excess insurance coverage are expected to be available during the 
ensuing fiscal year and the availability of these benefits is expected to allow the retained earnings 

deficit to be recovered through ordinary operations. 

N OTE 8 - R ESTRICTED R ESOURCES 
Bond covenants require the City to establish bank accounts which serve as debt service and 
depreciation reserves. Funds m ay be disbursed from these accounts only under specific circum stances 

described by the bond covenants. 

NOTE 9 - C ONTRIBUTED CAPITAL 
The City receives contributed capital from a variety of sources, including grants, developers, and the 
capital improvem ent fund. Contributed capital and changes in contributed capital for each enterprise 

fu nd is presented as follow s 

Utility Fund 
Aim ort Fund 

Beginning 
Balance Additions ~ ls 

Ending 
Balance 

$ 133 18,558 $ 1,151,257 $ $ 14,869,815 
220.717 96.865 317.582 

$ 13,939.275 $ 1,248,122 $ $ 15,187,397 Tola 

N OTE 10 -- PENSION PLANS: 
Substantially all City employees are members of statewide retirement systems. These systems are 
cost-sharing, m ultiple-em ployer defined benefit pension plans adm inistered by separate boards of 
trustees. Inform ation regarding each plan is presented as follow s: 

itl ' Retirem ent System of 

Plan Description -The System is composed of two distinct plans, Plan A and Plan B, w ith separate 
assets and benefit provisions. All employees of the City participating in the retirement system are 
m embers of Plan B . All perm anent em ployees w orking at least 35 hours per w eek w ho are not 
covered by another pension plan and are paid wholly or in part from m unicipal fu nds and all elected 
municipal officials are eligible to participate in the System . Under Plan B, employees 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 
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creditable service are entitled to a retirem ent benefit, payable monthly for life, equal to 2 percent of 
their final-average monthly salary in excess of $100 for each year of creditable serv ice. Furthermore, 
em ployees w ith at least 10 years of creditable service, but less than 30 years m ay take early retirem ent 
benefits com m encing at or after age 60, with the basic benefit reduced 3 percent for each year 
retirem ent precedes age 62. In any ease, m onthly retirement 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 oi joined months that produce the highest average. Employees who terminate with at 
least the am ount of creditable serv ice stated above, and do not withdraw their em ployee 
contributions, may retire at the ages specified above and receive the benefit accrued to their date of 
term ination, q'he System also provides death and disability benefits. Benefits are established by state 

statute. 

The System issued an annual publicly available financial report that includes financial statements and 
required supplementary  inform ation for the System . That report m ay be obtained by w riting to the 
M unicipal Em ployees Retirement System of Louisiana, 7937 Offi ce Park Boulevard, Baton Rouge, 

Louisiana 70809, or by calling (225) 925-4810. 

Funding Policy - U nder Plan B, members are required by state statute to contribute 5.0 percent of 
their annual covered salary  and the City is required to contribute at an actuarially determ ined rate. 
Contributions to the System also include one-fourth of one percent of the taxes shown to be 
collectible by the tax rolls of each parish, except Orleans and East Baton Rouge Parishes. These tax 
dollars are divided betw een 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 City are established 
and may be amended by state statute. As provided by State law, the employer contributions are 
determined by actuarial valuation and are subject to change each year based on the results of the 
valuation for the prior fiscal year. The City's contributions to the system w ere equal to the required 

contributions for the year. 

Firefi~hters' Retirem ent System of Louisiana 

Plan Description - M embership in the Louisiana Firefighters' Retirem ent System is mandatory  for all 
full-tim e firefighters em ployed by a municipality, parish or fire protection district that did not enact an 
ordinance before January 1, 1980, exem pting itself from participation in the System . Em ployees are 
eligible to retire at or after age 55 with at least 12 years of creditable serv ice or at or after age 50 w ith 
at least 20 years of creditable serv ice. Upon retirement, members are entitled to a retirem ent benefit, 
payable m onthly for life, equal to 3 a/3 percent of their final-average salary for each year of creditable 

service, not to exceed 100 percent of their 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 with at least 12 years of service and do not withdraw their em ployee contributions m ay 

retire at or after age 55 (or at or after age 50 with at least 20 years of creditable service at 
termination) and receive the benefit accrued to their date of termination. The system also provides 
death and disability benefits. Benefits are established or am ended by state statute. 
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The System issued 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 writing to the 
Firefighters' Retirem ent System , Post Offi ce Box 94095, Baton Rouge, Louisiana 70804, or by 

calling (225) 925-4060. 

Funding Policy - Plan m embers are required by state statute to contribute 8.0 percent of their annual 
covered salary  and the City is required to contribute at an actuarially determ ined rate. The cunent 
rate is 9.0 percent of annual covered payroll. The contribution requirem ents of plan members and the 
City are established and m ay be am ended by state statute. As proved by state law, the employer 

contributions are determined by actuarial valuation and are subject to change each year based on the 
results of the valuation for the prior fiscal year. The City's contributions to the equal the required 
contributions for the year. 

M unicipal Police Em ulovees Retirem ent System of Louisiana 

Plan Description - All full-tim e police department employees engaged in law enforcem ent are eligible to 
participate in the System . Employees who retire at or after age 50 with at least 20 years of creditable 
service or at or after age 55 with at least 12 years of creditable service are entitled to a retirement benefit, 
payable monthly for life, equal to 3 percent of their final-average salary  for ea ch year of creditable service. 

Final-average salary is the employee's average salary over the 36 consecutive or joined months that 
produce the highest average. Employee s who terminate with at least the amount of creditable service 
stated above, and do no wi thdraw their employee contributions, m ay retire at the ages specified  previously 
and receive the benefit accrued to their date of termination. The System also provides death and disability 
benefits. Benefits are established or am ended by state statute. 

The System issues an  annual publicly available finan cial report that includes finan cial statements and 
req uired supplem entary inform ation for the System . That report may be obtained  by writing to the 
M unicipal Police Employees Retirement System of Louisian a, 8401 United Plazz Boulevard, Baton Rouge, 

Louisian a 70800-2250, or by calling (225) 929-741 I. 

Funding Policy - Plan m em bers are required by state statute to contribute 7.5 percent of their annual 
covered salary  and the City is required to contribute at an aetuarially determ ined rate. The 
contribution requirements of plan members and the City is established and may be amended by state 
statute. As provided by Louisiana Revised Statute 11:103, the employer contributions are determ ined 

by actuarial valuation and are subject to change each year based on the results of the valuation for the 
prior fiscal year. The City's contributions to the plan w ere equal to the required contributions for the 

year. 

N OTE 11 -- INTERFUND BALANCES 

Amounts receivable and payable am ong the City's various funds are summ arized as follow s 
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General Fund 
Special Revenue Funds: 

Dedicated 1%  Sales Tax Fund 
Dedicated 10 M ill Ad Valorem Tax  Fund 

Debt Service Funds: 
Public Improvem ent Sales Tax  Bond Fund 
General Obligation Bonds Series A-E Fund 

Capital Projects Fun ds: 
Capital Im provem ents Fun d 
LA Com m unity Developm ent Block Grant Fund 

Enterprise Funds: 
Utility Fund 
M unicipal Airp ort Fun d 

Agency Fund (Payroll) 

N OTE 12 -- CONTINGENCIES: 

lnterfund lnterfund 
Receivables Payables 

$ 599,541 $ 317,097 

2,605 

460,359 
6,260 

158.614 

38,293 

209,047 

58,474 

164,641 

495,006 
21,098 

$ 1,265,672 $ 1,265,672 

Existing conditions that m ay have financial consequences are referred to as contingencies 
Contingencies existing at June 30, 1999 are described as follow s: 

Retirem ent Contributions 

As described in N ote 10, state law requires the City and its em ployees to share the cost of 

participation in the M unicipal Employees Retirement System (the System). However, the initial 
contribution to the system was funded entirely by the City. Based on an opinion rendered by the 
Attorney General, the City has violated the law by contributing to the system on behalf of its 
em ployees. Any financial consequences that may eventually result from this illegal act cannot be 
estim ated at the present tim e. Accordingly, the accom panying financial statem ents do not include a 
provision for any financial consequences that m ay result from this m atter. 

Dedicated Funds: 

As described in N ote 5, a portion of the City's sales tax levy is dedicated to constructing, acquiring 
and im proving capital im provem ents. During previous years, som e of the dedicated fu nds m ay have 
been spent for purposes other that capital im provem ents. If previous expenditures are determ ined to 
be im proper, it m ay be necessary for the City to appropriate resources from the general fu nd to 
reim burse the Capital Im provem ent Fund. The am ount of any fu ture appropriation from the general 
fund cannot be determ ined at the present tim e. Accordingly, the accompanying financial statem ents 
do not include a provision for an y financial consequences that m ay result from this matter. 
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N o tes To F in an cia l S ta tem en ts 

J un e 3 0, 19 99 

Insurance Prem ium s 

As, discussed in N ote 7, the City manages risk associated with providing healthcare benefit by 
purchasing com m ercial insurance to cover excess claim s. Under certain circum stances, the City's 
insurance carrier may retroactively adjust premiums in order to compensate for unfavorable claims 
experience. Any financial consequences that may result from retroactive adjustment of insurance 
prem ium s cannot be estim ated at the present time. Accordingly, the accom panying financial 
statem ents do not include a provision for any liability that m ay result from this m atter. 

N OTE 13 -- SUBSEOUENT EVENTS: 

As discussed in Note 7, the City provides healthcare benefits for its employees and their dependents. 

On D ecem ber 17, 1999, the City received quotes regarding the expected cost of continuing to 
provide benefits of this nature. Based on the quotes received, the City will be required to begin 
retaining additional risk associated with providing these benefits and the overall cost of furnishing the 
benefits is expected to increase substantially. 

For the year ended June 30, 1999, the cost of providing healthcare benefits was approximately 
$860,000. Unless additional resources becom e available, a substantial increase in these am ounts may 
adversely effect the City's financial condition. 
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Sp ecial R e ven ue Fun ds 

C om bining  B alance Sheet 

June 30, 1999 

Cash 
Receivables 
lnlcrfund receivable 

Total assets 

ASSETS 

LIABILITIES AND EO UITY 

LIABILITIES: 
Accounts and other payables 
lntcrfund payables 

Total Liabilities 

EQUITY: 
Fund Balance. Unreserved 

Total liabilities and equity 

Dedicated 
10 M ill 

Dedicated Ad Valorcm 

%  Sales Tax Tax 

23 
209.024 

Special 
Economic 

Developmen! 

Projec~ 

$ 210,165 $ 282,514 $ 

2.605 

492.702 

209,024 
2.605 

$ 209,047 $ 212,770 $ 282,514 $ 704,33 
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$ 
209.047 

209.047 

212.770 

8.875 $ 18.875 
209.047 

8.875 227.922 

263,639 476.409 

209,047 $ 212,770 $ 282.514 $ 704.331 



Sp ecial R e ven ue Fun ds 

Com bining S tatem ent of R evenues and Exp enditures 

For the Year Ended  June 30, 1999 

REVENUES: 
Taxes: 

Ad valorcm 

Sales 
Intergovernmenta 
Other 

Total revenues 

EXPENDITURES: 
Finance and Adm inistration 
CuJlure and Recreation 
Capital Expenditures 

Total expenditures 

Excess (deficiency) of revenues 
over expenditures 

OTHER FINANCING SOURCES (USES) 
Ope rating transfers out 

To General Fund 
To Capital Im provem ents Fund 
TO Sales Tax Bond Debt Service 

Total operating transfers in 

Dedicated 
10 M ill 

Dedicated Ad Valorem 
1%  Sales Tax Tax 

Special 
Econom ic 

Development 

Projects 

$ 474,783 $ 
2.288,341 

15.105 

2.288.341 

2,288,341 

(1,144,170) 
(1,055,087) 
(89,084) 

489.888 

6.818 

6.818 

483.070 

(495,693) 

(2,288,341) (495,693) 

Excess (deficiency) of revenues and 
other sources over expenditures 
and other uses $ 
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$ 474,783 
2,288,341 

54,000 54,000 
11.577 26.682 

65,577 

22.790 
25.719 

2.843.806 

& 818 
22,790 
25.719 

48,509 55,327 

17.068 2.788.479 

(1,639,863) 
(1,055,0871 
(89,084) 

(2,784,034) 

17.068 $ 4,445 



D eb t S ervice Funds 

Com bining Balance Sheet 

June 30, 1999 

Cash 
lnterfund receivablc 

ASSETS 

E 

I,IABll ,l] II:S: 
Accounls mad other pa vables 
Interfund payables 

FQurrY: 
Fund Balmlce. Unreserved 

Cerlilicate of 
lndebte&lcss 
Series 1995 

Cerlificate of 
Indebte&',css 
Series 1997 

358.540 $ 99,458 $ 223,802 $ 31.521 $ 713.32 

358,540 $ 99.458 $ 223,802 $ 

58,474 310 

58.474 310 

300.066 99.148 

$ 

223,802 

$ 

358,540 $ 99,458 $ 223,802 $ 

58.784 

58.784 



D eb t S ervice F un ds 

C om bining S tatem ent of R evenues and  Exp enditures 

For the Year Ended June 30, 1999 

REVEN UES: 
Ad valorcm ~-:es 
Other 

EXPENDITURES: 
Finance & Adm inistration 
Debt Service: 

Prinei#e 
Interest 

Total expenditures 

Excess (deficiency) of revenues 
over expenditures 

OTHER FINANCING SOURCES (USES): 
Otx~ratin8 trmlsl'ers m: 

From Gtmera/Fund 
From Dedicated 1%  Sales "lax Fund 
l:rom Capital Im provement Fund 
From Utility Fund 

"l'otM oFerafing tlansfexs in 

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

Public 
hnplovcnlenl 
Salee. TILx: 
13onds 

GencrM 
Obligation Certificate of Certificate of 
Bonds Series Indebtedness hldebtc&aess 
1991 A-I'; Series 1995 St,~ cs 1997 

$ 183.137 $ $ 
3.697 7,433 6A90 

3,697 

973 

35,000 
30.600 

90,570 

3,920 

75,000 
95,330 

166,573 174,250 

(152,876) 

89.083 

89.083 

6,320 

6,490 

59,000 
39,358 

298.358 

83,137 
28.611 

991 211.748 

50.000 
28.858 

78.858 

4.893 

419.000 
294.146 

718.039 

(291,8681 (77,867) (506~91) 

230,554 

74,089 

304~43 
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79.400 

30,554 
89.083 

79A00 
74.089 

$ 1,533 $ (33,165) 



C om bining B alance Sheet 

June 30, 1999 

Cash 
Receivables 
Inter fund receivable 

Tola] ~;sel s 

ASSETS 

I.IABI1 ,ITIFS: 
Accounts eald other payables 
Inter fund payables 

I'QIJITY: 
l'und Baloa~ce, Unreserved 

Total liabilities and equity 

Capital Urban 
I[n2?rovements SJstems 

585.035 $ 
13,396 

460.359 

$ 1.058.790 $ 

$ 142,953 
164,641 

751.196 

$ 

_ __  626_0 

$ 6260 

Sunnyhill 
Construc0on 

pr
_ ojsot 

$ 

$ $ 6260 $ 

6260 

$ 585.035 
13,396 

466.619 

$ 149213 
1(~ ,641 

313,854 

751,196 

058.790 $ $ 6260 $ $ 1.065,050 

-32- 



C apital P roiect Funds 

C om bining  S ta tem en t of R evenues and Exp enditures 

For the Year Ended June 30, 1999 

REVENU I,;S: 
Intcrgovem mcntal 
Other 

Total revenues 

EXPENI)ITURES: 
Capital Expenditmes 

Street and sidewalk improvements 
Utility system im provements 
Recreation faeili~ inlprovem~lts 
Fire protection facility imporovements 

Airport improvements 
Drainage improvementa 
Acquisition of recreation equipment 
M iscellaneous 

Total expenditures 

Excess (deficiency) of revenues 
over expenditures 

OTIIER FINANCING SO[IRCES (USES): 
Operating transfers in: 

From Capital Improvements Fund 

From Sunnyhill Constraction Project Fund 
From Dedicated I%  Sales Tax Fund 

Operating transfers out: 

To Urban Syslem s Fund 
To Capital Improvements Fund 
To Louisian a Comnmnity Development 

Block Grant Fund 
To Certificate oflndebtedness Series 1997 

Debt Service Fund 

Total transfers oul 

Capital 

_ ~ rovements 
Urban 
Systems 

Sunnyhill 
C onsl/~lelion 

Project 

369.386 $ $ 630,908 $ 
26.605 2,138 

395.99 

296,970 
308,809 
102,971 
13,046 
96.865 
3,683 
16,579 
7.734 

846,657 

2.736 

2,736 643.448 

(450,666) (2,736) (12,540) 

112,877 
,055,087 

67,964 

(2,736) 

(12,540) 

(79,400) 

(94,676) 

2,736 

2.736 

Excesx (deficiency) of revenues and 
other sources over expenditu res 
and other uses $ 622,622 $ 

2.540 

2.138 

Tota 

000.294 
28.743 

1.029.037 

299,706 
952,257 
102.971 
13,046 
96,865 
3.683 
16,579 
7.734 

492.84 

(463,804) 

15276 
112,877 
055.087 

(2.736) 
(112,877) 

(12,540) 

(79,400) 

(112,877) __  (207,553) 



E n terp rise F un ds 

C om bining B alance Sheet 

June 30, 1999 

ASSETS 

Cash 
Receivables 
lnterfim d receivable 
Other assets 

Restricted cash 

Land, buildings and equipment (net of 
accumulated depreciation) 

Total assets 

LIABILITIES AND EO UITY 

LIABILITIES; 
Accounts and other payables 
Interfund payables 
Deposits due others 

Accrued interest payable from restricted assets 
Revenue bonds payable 

Tota l Liabilities 

EQUITY: 
Contributed Capita l 
Retained Eam ings: 

Reserved by bond covenants 
Unreserv ed  

Total Equity 

Total liabilities an d equity 
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Utility M unicipal 

_ _ _  
System Airport 

344,285 
563,203 

158,614 
299 

441.338 

11,615 $ 

2,400 

Tota 

355,900 
563,203 

158,614 
2,699 

441,338 

16.011.438 350_973 16.362_411 

$ 17,519.177 $ 364.988 $ 17.884.165 

$ 97,341 $ 
495,006 
255,124 

19,036 
1.800_000 

2.666_507 

14,869,815 

422,302 

(439,447) 

9,799 $ 
21,098 

30.897 

317,582 

16.509 

107,140 
516,104 
255,124 

19,036 

1.800.000 

2.69% 404 

15,187,397 

422,302 

(422,938) 

14.852.670 334.091 15.186.761 

$ 17.519.177 $ 364.988 $ 17.884.165 



Enterp rise Funds 

Com bining Statem ent of R evenue and Expenses 

For the Year Ended June 30, 1999 

O PERA TING REV ENUES: 
Utility Service 
Other 

Total operating revenues 

OPERATING EXPENSES 
Salaries 
Contract labor 
Legal and professional 
Repairs and m aintenance 
Supplies and chem icals 
Employee benefits 
Utilities 
Perm its and testing 
Depreciation 
Other 

Total operating expenses 

Operating income (loss) 

NO NO PERA TING REVENUES (EXPENSES): 
Interest revenue 

Interest expense 

Net income (loss) before operating transfers 

Operating transfers in (out): 
(To) From General Fund 
(To) From Debt Service (Series 1995) 

Total Operating Transfers 

Net income (loss) 
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Utility 
System 

M unicipal 
Airport 

2,196,988 
124.979 14.858 

2.321.967 

664,327 
18,806 
82,609 

136,894 
116,478 
220,831 

330,274 
34,421 

456,783 
110,201 

4.858 

38,350 

6,112 
4,086 

1,602 
14,275 

2,834 

2,539 
4_539 

2.171.624 74_337 

Total 

2,196,988 
139_837 

2,336,825 

702,677 
18,806 
88,721 
140,980 

118,080 
235,106 

333,108 
34,42] 
459,322 
114.740 

2,245,961 

150,343 (59,479) 90,864 

40,646 

__  (119,070) 
40,646 

(119,070) 

71,919 (59,479) 12,440 

(369,822) 
(74,089) 

(443,911) 

36,000 

36.000 

(333,822) 
(74,089) 

(407,911) 

$ (371,992) $ (23,479) $ (395,471) 
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Schedule of Com p ensation Paid to B oard M em bers 

For the year ended  June 30, 1999 

Leo Deslatte 
Jack W ainw right 
Lee Broussard 

Joe Bishop 
Clarence Fields 
Carol Cunningham 

Total Compensation 
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43,565 

7,500 
7,500 
7,500 

7,500 

7,500 

81,065 



Schedule of Exp enditure of Federal Financial A w ards 

For the year ended June 30, 1999 

)I~PARTM EN I OF HOUSING AND URBAN I)EVFI,OPM EN'I 
Pass-through State of i xmisiana, Division of Administration 

Community 1)evelopment Block Grants 

Federal 
CFDA 
Number 

Federal 

!}x~ cnditurcs 

N ote 
The schedule of expenditures of federal awards was prepared  in conform ity w ith generally 
accepted accotmting principles for Governmental Units. See notes to of the accompanying financial 
statements for further details. 
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IND EPEND ENT AUD ITORS" REPORT ON COM PLIAN CE W ITH 
RE O UIREM EN TS APPLICABLE TO EACH M AJO R PRO GRAM  

AN D INTERN AL CONTROL OVER COM PLIANCE IN ACCORD AN CE 
W ITH OM B CIRCULAR A-133 

To the M ayor and Board of Aldernlen 
City of Pineville, I,ouisiana 

Corn plianee 

W e have audited the com pliance of the City of Pineville with the types of compliance requirem ents 

described in the U.S. Office of M anagement and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended June 30, 
1999. The City of Pineville's major federal programs are identified in the summary of auditor's results 
section of the accom panying schedule of findings and questioned costs. Com pliance with the 

requirements of laws, regulations, contracts and grants applicable to each of its major federal 
program s is the responsibility of the City of Pineville's m anagem ent. Our responsibility is to express 
an opinion on the City of Pineville'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, andNon-Profit Organizations. Those standards and OMB Circular A-133 require that 
we plan and perform the audit to obtain reasonable assurance about w hether noncom pliance w ith 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 test basis, evidence about the 
City of Pinevi lle's compliance with those requirem ents and perform ing such other procedures as w e 
considered necessary in the circumstances. W e believe that our audit provides a reasonable basis for 
our opinion. Our audit does not provide a legal determination on the City of Pineville's com pliance 
with those requirem ents. 

In our opinion the City of Pineville com plied, in all m aterial respects, with the requirements referred 

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

nternal C ontrol O ver C om pliance 

The managem ent of the City of Pineville is responsible for establishing and maintaining effective 
internal control over com pliance w ith requirem ents of law s, regulations, contracts and grants 

-M em bers- 
Am erican Institute of Certified Public Accountants * Society of Leuisllna, CPAs 



City of Pineville 
D ecem ber 17, 1999 
Page 2 

applicable to federal program s. In planning and perfornaing our audit, we considered The City of 
Pineville'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 determine our auditing procedures for the purpose of 
expressing our opinion on com pliance and to test and report on internal control over compliance in 
accordance with OM B Circular A-13 3. 

Our consideration of the internal control over com pliance would not necessarily disclose all matters in 
the internal control that m ight be m aterial weaknesses. A m aterial w eakness is a condition in which 
the design or operating of one or m ore of the intern al control components does not reduce to a 
relatively low level the risk that noncompliance with applicable requirem ent of law s, regulations, 

contracts and grants that would be material in relation to a major federal program being audited may 
occur and not be detected w ithin a timely period by employees in the norm al course of performing 
their assigned functions. W e noted no matters involving the internal control over compliance and its 
operation that we consider to be m aterial weaknesses. 

This report is intended for the information of the City of Pineville's management. However, this 
report is a m atter of public record and its distribution is not lim ited. 

ROZIER, HARRINGTON & M cKAY 
Certified Public Accountants 



C IT Y  O F  P IN E VIL L E  
Sum m ary of Findings and Q uestioned Cost 

June 30, 1999 

PART I - SUM MARY OF A UDITOR'S R ESULTS: 

~ The Independent Auditor's Report on the general purpose financial statem ents for the 
City of Pineville as & June 30, 1999 and for the year then ended expressed a qualified 
opinion. Including a qualification in the Independent Auditors' Report was 
unavoidable because auditors unable to express an opinion on year 2000 disclosures 
that are required by the Generally Accepted Accounting Principles. 

~ Reportable conditions were noted in the audit and one of the reportable conditions 
was considered to be a material w eaknesses. 
The results of the audit disclosed instances of noncompliance that are considered to be 
material to the general purpose financial statements of the City of Pineville. 
The Independent Auditor's Report on Com plian ce with Requirements Applicable to 

Each M ajor Program and lnternal Control Over Compliance in Accordance with OM B 
Circular A-133, expressed an unqualified opinion on compliance 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 programs for the year ended June 30, 1999 are presented as follows 

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

A threshold of $300,000 w as used for distinguishing between Type A and Type B 

programs for purposes of identifying major programs. 
The City of Pineville was not considered to be a low risk auditee as defined by the 
OM B Circular A-133 

PART II - FINDINGS RELATING TO THE FIN ANCIAL STATEMENTS W HICH ARE 
REQUIRED TO BE REPORTED 1N ACCORDANCE W ITH  G ENERALLY ACCEPTED 
G OVERNM ENTAL A UDITING STANDARDS: 

99-1. Financial R enortin~ 

In order to properly adm inister City affairs, municipal offi cials need tim ely access to 
accurate financial inform ation. Unfortunately, financial inform ation available for the year 
ended June 30, 1999 w as neither tim ely or accurate. 

The City's books and records w ere made available to our staff on October 20, 1999. This 
delivery date allow ed a period of alm ost four months for any necessary  eorrections or 

revisions to be recorded; however, numerous adjustments were needed after October 20, 
1999 in order to properly present am ounts reported in the City's accounting records. 
Som e of the deficiencies that represent departures from the basic concepts of proper 
governm ental bookkeeping are described as follows: 
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Sum m ary of Findings and Q uestioned Cost 

June 30, 1999 

Balances for cash held in bank accounts reported by the City's accounting records 
did not agree w ith the reconciled bank account balances. In som e cases, substantial 

adjustments were needed in order to properly report cash balances. 
Interfund receivables and payables were not properly reported. In numerous eases, 
am ounts reported as a receivable or payable by a partieular fund did not agree with 
the corresponding payable or receivable reported on another fund. 

Interfund transfers were not properly reported. In num erous cases, am ounts 
reported as a transfer in or transfer out by a particular fund did not agree with the 
corresponding transfer out or transfer in reported on another fu nd. 

A fundam ental feature & proper bookkeeping requires accounting records to be in 
balance. This is accomplished by utilizing a double entry system that requires each 
entry to be accompanied by a corresponding offsetting entry ; how ever, the City of 
Pineville did not com pletely utilize this concept. The general ledger delivered to 
our staff on October 20, 1999 was not in balance. 

Since tim ely and accurate financial inform ation is essential to the proper m anagem ent of 
the City's affairs, the City needs to recruit personne'l with an accounting baekground and 
begin producing the necessary inform ation in a prompt manner. 

99-2. Personnel Policy: 

The City does not have a comprehensive personnel policy m anual. Furtherm ore, existing personnel 
policies include vague term inology and ambiguous provisions that lead to difficulty in th e 

application of these policies. Since the City employs in excess of two hundred (200) people a 
compreheo sive personnel manual is a necessity. In addition, th e personnel manual should clearly 
define th e City's policy regarding personnel issues. A partial list of issues th at should be addressed 
is provided  as follow s: 

W orking conditions, including 1)attendance and timekeeping policies, 2)overtime 
policies, 3)observance of holidays, 4)employee evaluations, 5)disciplinary 
practices, etc. 
Com pensation and benefits. 
Annual leave policies, including the am ount of annual leave that may be carried 
forward to fu ture periods and w hether employees will be com pensated for any 
unused annual leave upon termination. 
Sick and m aternity leave polices, including .details regarding correspondence that 
m ust be provided by the em ployees attending physician. 
Approved hiring practices. 
Standards of conduct. 
Grievance procedures. 
Travel an d expense reimbursement policies 
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S um m ary of Findings and Q uestioned C ost 
Jun e 30, 1999 

In order to avoid confusion, the City's new personnel m anual should be adopted by an 
ordinance that supersedes any previous personnel policies that have been approved by the 
City 

99-3, Unfavorable Budeet Variances 

State Law requires the City to adopt a budget for the general fund and each special 
revenue fund. Furtherm ore, State Law imposes lim its on unfavorable variances betw een 

actual results and budget projections. These limits are described as follows: 

~ Total projected revenue as presented in the budget may not exceed actual revenue 
by more than five percent (5% ). 

~ Actual expenditures may not exceed projected expenditures as presented in the 
budget by more than five percent (5% ). 

For the year ending June 30, 1999, the City experienced unfavorable budget variances that 
exceeded the threshold im posed by State Law . The unfavorable budget variances are 
described as follow s: 

~ Dedicated 10 M ill Ad Valorem Tax -- Budgeted revenue exceeded actual 
revenue by an amount greater than five percent (5% ) of budgeted revenue. 

~ Special Economic Development Projects - Budgeted revenue exceeded actual 
revenue by an amount greater than five percent (5% ) of budgeted revenue. 
Furtherm ore, actual expenditures exceeded budgeted expenditures by an am oun! 

greater than five percent (5% ) of budgeted expenditures. 

PART Ill - FINDINGS AND O UEST1ONED COSTS FOR FEDERAL AW ARDS 
W HICH SHALL INCLUDE A UDIT FINDINGS AS DEFINED BY O M B C IRCULAR 
A-133: 
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M anag em en t'$ C orrec tive A c tion P lan 

June 30, 1999 

SECTIO N 1 
INTERNA L C O NTRO L AND CO M PLIANCE M ATER IA L TO TH E FINA NC IA l, 

STATEM  ENTS. 

FINDINGS R ESPONSE 

99-1. Financial Renortine: 99-1, Financial Reoortimz: 

lt~ order to properly administer City affairs, municipal offi cials lhe City is currently in the process of recruiting a new Finance 
need timely access to accurate finmlcial infonnation. Director. Fur thermore, the City has acquired new accounting 
Unfortunately, financial information available for the year sollware that is expected to eliminate man y of the odjustments 
cod ed June 30, 1999 was neither timely or accurate. that were previously necessary. 

The City's books and records were made available to our staff Once the Finance Director po sition has been filled, and the 
on October 211, 1999 This delivery date allowed a period of new accomlting software has bean  implemented , tile City 
ahnost four months Ibr any necessary corrections or revisions expects to be gin prod ucing acc/trate financial inlbnnation m a 
to be recorded; however, numerous adjustments were needed timely manner 
after October 20, 1999 in order to pi~perly present amounts 
reported in the City's accounting records. 

99-2. Personnel Policy: 99-2, personnel Politw: 
q'he City does not have a comprehensive personnel po licy The City has drafted a comprebe nsive personnel po licy manual 
manual. Furthermore, existing personnel policies include that is currently be ing review by legal comlcil ]'he new po licy 
vague terminology and ambiguous provisions that lead to man ual is expected to be completed and pre~ nted to the City 
diffi culty Ill the application of these policies Since the City Council for approval in the near future 
employs in excess of two hmldred  (200) people a 
comprehensive pc~sonnel manmd is a necessity. In addition, 
the po rsomLel mantml should clearly define the City's po licy 
regarding personnel issues. 

99-3. Unfavorable Budeet Variances: 99-3, Unfavorable Budget Variances: 

State 1,aw requires the City to adopt a budget for the general As discussed previously, file City is currently recruitthg a new 
fund and each special revenue fund. Furthermore, State l,aw Finauce Director and new accounting software is be ing 
inlpo,~s limits on unfavorable variances between achlal results im plemented, q̀hese improvements are expected to produce 
and budget projections For the year ending June 30, 1999, the timely aald accurate financial information, l"urthennore, this 
City expe rienced tmfavorable budget variances that exceeded information is expe cted to serve as a tool that will allow the 
tile threshold impo ~ d by State Law. City to avoid an y futur e unfavorable budget variances. 

SEC TIO N I1 
INTER NA L CO NTRO L AND CO M PLIA NCE M A TERIAL TO  FEDERA L A W A R DS 

FINDINGS R ESPONSE 

Not.N~_Ap~ licable Not Apldicable 
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SECTIO N Ill 
M A NAG EM ENT LETTER 

Utility Us ag.~ 
Rozier, tlam ngton & M cKay (RII&M) recommended that tile 
City begin billthg all sewer custen '~ers based on water 
consunlption. In particular it was recommended that sewer 
customers located outside the City's water service area be 
billed based on usage. 

Fixed Asset Records: 

In order to correct inadequacies thvolving the City's fixed asset 
records the following reconLmendations were made: 

Avoid capitaliTJng purchases with a cost of less than 
$1.000. items that are replaced fl-equcntly due to wear or 
obsolesce, and repairs that are not expected to 
significantly extend the uselhl life of a particular assct 
Conduct a physical inventory and delete any items that are 
no longer in o~ rafion 
Apply a tag or label to each movable item that appears on 
th e fixed asset re.cords The tag or label should include a 
tmique iden tifying manbe r th at is cross referenced  to the 
fixed asset records. 

~ Assign City pe rsonnel to prepare the Cily's fixed asset 
records intern ally. 

Approval of Debt: 

It was determ ined that the City apparen tly incurred debt 
without obtaining the nece ssary approval from the State Bond 
Conmfission. In order to comply wi th State Law. RII&M 
recommended that man agement avoid recurring future debt 
unless the nece ssary approval has been grmlted 

H ioh Volum e W ater Rate 

The City tu~s negotiated utility rate contracts with some of its 
larger customer s. A review of these contracts has identified 
ccrtath matters of concern . /n order to alleviate these concerns. 
RI I&M has made the following recommen dations: 

Since retroactive implementation of high volmne utility rates 
m ay have violated State Law , IO I& M  suggested  obtaining a 
legal opinion that ".vill clarify th is issue be fore engaging in rely 

furthur retroactive rate adjustments. 

Utility Usage: 

RESPONSE 

Due to limitations involving the City's utility billing software, 
the City has be en  unable to bill ce rtain sewer customers based 
on water consmnption, llowever, as noted previously, th e City 
has acquired new accounting software. The new software 
includes a new utility billing system that is expe cted to allow 
the City to be gin billing each'2 sewer cuslomer ba,~ed  on water 

As noted  previously, th e City is currently recruiting a new 
l:inmlce Director. l)uties assigl~ed to the new Finmlce Director 
are expected  to include responsibility for maintaining adequate 
lixed asset records. The City has already selected and acquired 
software to be  used for maintath ing the~ records 

A_ .p~ rova! of Debt 
In the course of obtathing general liability insurance coverage. 
the City entered  into an arrangement for paying insurance 
prenliums on a monthly basis, it has been brought to the City's 
attention, that arranging to pay insuran ce premiums in this 
manner resulted  in the execution of a debt instrmnent Since 
this matter has been brough t to the City's attention, every 
effort wi ll be  made to avoid entering into future obligations 
that may involve a debt instrtunent. 

W  

]'he City inten ds to address each of the concern s identified  in 
the management letter before awarding any additio~lal utility 
rate contracts. 
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Since a coiltract was awarded to a custouler that may not meet 
the City Council's definition of"high volume usage," it may be 
necessary tbr the City Council to reconsider the definition and 
adopt any necessary changes 

Debt Covenants: 
In connection with revenue bonds issued by the City~ it has Debt Covenants: 

entered into agreements that require mun thly deposits to As noted previously, the City is currently recruitthg a new 
cerlain restricted bank accounts l)urmg the year ended Jun e Finance Director. Duties assigned to the new Hnance Director 
30, 1999 these detzo~;its were not made on a monthly basis are expected to include responsibility for rcwe~ving each Ixmd 
RI I&M has recommended conducting a comprehensive review agreement to ensure the City complies with each applicable 
[of 'cond agreemolt~ to ea~sure future compliance wi th covenant 
covenants imposed by those agreenlcnlts 
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STA TEM EN TS. 

FINDINGS 

98-1. Dedicated Sales Taxes 

A portion of tile City's sales tax levy is dedicated to 
constructing, acquiring and improving capital improvements. 
According to the propo sition authorizing tile tax capital 
improvcnnents include sVeets, sidewalks, bridges, waterworks, 
sewers, drains an d recreation and fire prolection facilities. 
ilowever, some of the dedicated funds appear to have been 
expcnaded for purposes do not involve ca pital improvements. In 
order to ensure thai dedicated  flmds arc expended in the proper 
manner, Rozier, Ilarrington & M cKay (Rlt&.M ) recommend 
obtaining a legal opinion that clarifies the tem~ "capital 
improvement " Dedica ted fmuls should not be  used for any 
future expe nditures that do nc, t fall within the scope  of capital 
im provem ents 

98-2. Personnel Policy: 

"lqae City does not have a comprehensive personnel policy 
manual Furthermore, existing pe rso]m el po licies include 
vague temainology mad ambiguous provisions that lead to 
diffi culty in the application of these policies. Since the City 
employs in excess of two hundred (200) people a 
comprche'nsive pe rsomlel manual is a necessity. In addition, 
the personnel manua l should clearly define the City's po licy 
regarding personnel issues 

u 

During the course of our audit, RH&M  observed certain 
deficiencies involving the proc essing of cash disbursements. 
Based on Rll&M 's observations, the following 
recommendations have been provided . 

e 

Access to blank chec ks should be  lim ited  to personnel 
(hat are responsible for preparing checks. 
Access to mec hanical check signing devices should be  
strictly limited to the person ",~,ho's sign ature is 
produced by the devise. 
Individuals with access to the general ledger or the 
bank statements should be prohibited from signing 
checks. 

Currentlv. administrative ible for 

Resolved: 

R ESPONSE 

Funds that are dedicated to Capital Improvement have be en 
expe nded in the manner prescribe d by the ~ les tax proi)ositi~n 
that was approved on September 16, 1978. 

Unresoh'ed: 

As noted  in the current findings, City oflicials are preparing a 
draft of the propo sed personnel po licy manual; however, a 
comprehensive persomlel policy manual has not been 
implemented 

98-3, Resolved: 

"lite City has alleviated problems wi th the cash disbursement 
process by implementing the following chan ges to the cash 
dishm se ment system . 

~ r]lank checks are stored in 
accessible only to pe rsons 
chocks, 

a secm e location th at is 
respo nsible for preparing 

~ The City has acquired a mechanical check sign ing devise 
that. is secured by a locking meehanis~ "ahieh required 
two keys in order to initiate operation. 

~ Keys to the m echanical chec k signing devise are assigned  
to personnel that are not involved in the reconciliation of 
bank accounts or th e mec hanical check sign ing process. 

98-4. Resolved: 

The City has adopted practical measures to ensure that no 
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checks and collecting cash payments have complete access to single employee has access to both financial resources and the 
the City's computerized  record keeping system. In the rut/tin , related accounting records. 
employees with access to financial resources should have very 
limited acce ss to the financial records. Furthermore, ILII&M 
reconnnend reviewth g eqch adm inistrative elnployees 
responsibilities, and reassign ing any incom patible duties. In 
gen eral, physical access to resotu-ea s should be the 
responsibility of personnel assigned to the City Clerk and 
custody of accoun ting records should be the responsibility of 
personnel assigned to th e I:inancc Director. 

98-5. Adm inistration of Public Funds: 98-5, Resolved: 

l]~e State Constitution places certain restrictions on the use of None of the apparent violations of Article 7, Paragraph 14 of 
municipal ~esourc,es. h~ general, the CiU catu~ot legally loan, the l,ouisiana Cottstitution which were previously reW.~rtcd as 
pledge, or donate an yth ing of value to mW person, association 98-5 were detected as a result of the currt.'~t audit 
or corporal|an  In the course of perform ing the audit, apparent 
violations of constitutional provisions were discovered. 
M anagemen t can avoid future violations of this nature by 
becoming fam iliar with Article 7, Paragraph 14 of the 
l,ouisiana Constitution. Furthermore, any transactions that 
might potentially violate thes.e constitutional provisions should 
be  referred to legal coun sel. 

98-6, Bud~etim~: 98-6, Unresolved: 

State law requires the general fund and each spe cial revenue As noted m the cttrrellt findings, unfavorable budget variances 
fund to have a budget. In addition, expe nditures that exceed exce(.xted th e margin allowed by State l,aw 
the budgeted am ount by m ore th an live pe rcent are prohibited 
For the year ended Jun e 30, 1998, general fund expe nditures 
exceeded  the budget by an aur omtt that exceeds the margin 
allowed by slate law In the future, the City should carefully 
monitor exl~ndit~tres and mnend the 5~tdgn t as t~cce.~sary. 

98-7. Restrictive Covenants: 98-_ .77~ Resolved: 

In the cour ~ of performing the audit, it was determined some "l'he City has implemented each of the reconuneodations 
of the reslrictive covenan ts have be en violated. As a result, the ret)otled as 98-7 
following recommcnldations were made 

~ locrease the mnount of coverage provided  by fidelity 
bonds and extan d coverage to all officers or e~nployees 
that have access to City fun ds. 

~ Terminate service for an y utility customer that becomes 
delinquent by a period of more than 10 days. 

~ Replace all broken water meters. 
Adopt a rate structure that will provide sufl'icient income to 
operate the utility svstem an d repay utility revenue bonds. 

SEC TIO N 11 
INTERNA L CO N TRO L A ND CO M PLIA NCE M ATERIA L TO FED ERA L AW A RDS 

NOT A PPLICABLE NOT APPLICABLE 
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SECTIO N ill 
M A NA G EM ENT LETTER 

FINDINGS FINDINGS 

Utility Usage: Partially Resolved: 

l)ul~ng the course of the audit, it was detem~med  that a large The city has addressed the portion of last yc~trs comments 
~ortinn of the City's water meters are not in working order. involving water meters that are not ill working order; however, 
I~.II&.M recommen ded correcting this situation, In addition, the portion of last years findings involving sewer customers 
RII&M  recommended th at the City began billing all sewer thai are located outside of the City's water service area has not 
customers based on water consumption, hi t~'u~icular, it was be en fully addres~d W aterworks District No 3 has provided 
recommend that sewer customers located outside the City's the City wi th access to meter readings for customer~ that are 
water se rvicc area be billed  based on usage. connected to the City's sewer systeiu but the City's 

computerizcA billing system must be modified  in order to begin 
billing these ctuqtom ers based on water eonsmnption 

Utility Rate Structure: Resolved: 

Expenses associated  with operating the City's utility system 31~e City has adopted an adcqtmte utility rate structure 
exceeded  revenue generated  by the system As a result, a 
revised  rate structure was recommended. 

Sanitation Rate Structure: Resolved: 

Revenue generated by sanitation fees allows the City to recover The City has adopted an adeqtmte sanitarian  rate structure. 
only a fraction of the cost incurred  in the course of providing 
sanitation service. In order to avoid fian ncial difficulty, a rate 
increase was recomm an ded 

Insurance: Resolved: 

Since insmance represents one of the City's larger operating The City has addressed the insuran ce issues reported in the 
expenditures, Rl I&M recommended the following: previous management letter. Action taken by the City includes 

adopting a new health insuran ce program for City employees 
~ Idcntii~, opportunitic,~ to lower premiums through and acquiring a blanket fidelity bond covering the City's 

deductibles, co thsuran ce or self insuran ce wi thout administrative sta fl~ 
expo sing the City to undue levels of risk. 

~ Determine that coverage is appropriate for the City's level 
of risk exposur e. 

~ l;.nsure thai insuran ce co verage is sufficient to mee t 
revenue bond co venan ts. 

~ Obtain sufficient fidelity bond coverage to comply with 
revenue be nd covenants. 

Fixed Asset Records: Unresolved: 

In order to correct inadequacies involving the City's fixed asset The City has acquired software for maintaining fixed asset 
records the following recommendations were made: records, however, additions an d dL, q~os,als for the year ended 

June 30, 1999 have not been recorded. Furtherm ore, the City 
~ Avoid capitalizing purchases wi th a cost of less than  needs to complete the following task. 

$1,000, items that are replaced freq uently due to wear or 
obsolesce, an d repairs that are not expected  to ~ Conduct a physical inventory and delete items that are no 
significantly extend the useful life of a particular asset. longer i~~, operation. 

~ Conduct a physical inventory and delete items that arc no ~ Apply a tag or label to each movable item that appears on 
lonRo in oDeratian . the fixed asset records. The tag or labe l should include an 
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~ Apply a tag or label to each movable item that appears on unique identil~/ing number that is cross rel~renced to tile 
the fixed asset records l]le tag or label should include an fixed asset records 
unique identifying numlx:r that is cross referenced to the Assign personnel to prepare the City's fixed asset records 
fixed as~ t records 

~ Acquire fixed asset software and assign personnel to 
prup~u-c the City's fixed asse t records intcnml|y 

Occunational Licenses: Resofi'ed: 
In order to maximi~'e revenue [r()m occupational licenses, the l'he City has adopted measures to identify a~d collect revctluc 

from delinquent occupational lice nses F.evcnue from follovclng recommendations were made: 
occupational licenses has increased by approximately six 

~ Review utility billing records for the purpose of percent (6% ) since the previous ycar. 

identifying commercial utility customers that have not 
applied for occupational licenses. 

~ Notify insuran ce companies tfiat are authorized to do 
business in the state that occupational licenses are 
required 
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In planning and perform ing our audit of the financial statem ents of the City of Pineville, 
Louisiana for the year ended June 30, 1999, w e considered the City's internal control structure to 
determ ine 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. However, during our 
audit we becam e aware of several m atters that are opportunities for strengthening internal 
controls and operating effi ciency. Our com m ents and suggestions regarding those matters are 
provided as follow s: 

Reportable conditions involve m atters com ing 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 City's ability to record, process, sum m arize and report financial data consistent 
w ith the assertions of m anagem ent in the general purpose financial statements, As required by 
Government Auditing Standard~, the reportable conditions are also sum marized in the schedule of 
findings and questioned co st appearing the City's audit report. 

In order to properly adm inister City affairs, m unicipal offi cials need tim ely access to accurate 
financial inform ation. U nfortunately, financial inform ation available for the year ended June 30, 
1999 was neither tim ely or accurate. 

The City's books and records w ere m ade available to our staff on October 20, 1999. This 
delivery (late allow ed a period of alm ost four m onths for any necessary corrections or revisions 

to be recorded; however, numerous adjustments were needed after October 20, 1999 in order to 
properly present am ounts reported in the City's accounting records. Som e of the deficiencies that 
represent departures from the basic concepts of proper governm ental bookkeeping are described 
as follow s: 

Balances for cash held in bank accounts reported by the City's accounting records 
did not agree w ith the reconciled bank account balances. In som e eases, 

substantial adjustments were needed in order to properly report cash balances. 

-M em bers- 
Am eHr;nn institute of Certified Public Accountants ~ Society of Louisiana, CPAs 
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lnterfund receivables and payables w ere not properly reported. In num erous cases, 
am ounts reported as a receivable or payable by a particular fund did not agree 
w ith the corresponding payable or receivable reported on another fund. 
Interfund transfers w ere not properly reported. In num erous cases, am ounts 

reported as a transfer in or transfer out by a particular fu nd did not agree w ith the 
corresponding transfer out or transfer in reported on another fund. 
A fundam ental feature of proper bookkeeping requires accounting records to be in 
balance. This is accom plished by utilizing a double entry system that requires 
each entry to be accompanied by a corresponding offsetting entry; how ever, the 
City of Pineville did not com pletely utilize this concept. The general ledger 
delivered to our staff on October 20, 1999 w as not in balance. 

Since tim ely and accurate financial inform ation is essential to the proper m anagem ent of the 
City's affairs, the City needs to recruit personnel with an accounting background and begin 
producing the necessary inform ation in a prompt manner. 

99-2. PERSONNEL POIJCV: 

The City does not have a com prehensive personnel policy m anual. Furtherm ore, existing 
personnel policies include vague term inology and am biguous provisions that lead to diffi culty in 

the application of these policies. Since the City employs in excess of two hundred (200) people a 
com prehensive personnel m anual is a necessity. In addition, the personnel m anual should clearly 
define the City's policy regarding personnel issues. A partial list of issues that should be 
addressed is provided as follow s: 

I 

W orking conditions, including 1)attendance and timekeeping policies, 2)overtime 
policies, 3)observance of holidays, 4)employee evaluations, 5)disciplinary 
practices, etc. 
Com pensation and benefits. 

Annual leave policies, including the amount of annual leave that may be carried 
forward to fu ture periods and w hether em ployees w ill be com pensated for any 
unused annual leave upon term ination. 
Sick and m aternity leave polices, including details regarding correspondence that 
m ust be provided by the em ployees attending physician. 
Approved hiring practices. 
Standards of conduct. 
Grievance procedures. 
Travel and expense reim bursem ent policies 

In order to avoid confu sion, the City's new personnel manual should be adopted by an ordinance 
that supersedes any previous personnel policies that have been approved by the City. 
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Certain instances on noncompliance w ith provisions of law s, regulations, contracts and grants 
could have a direct and material effect on the determ ination of financial statem ent amounts. As 
required by Government Auditing StandardL these material instances of noncom pliance are also 
sum m arized in the schedule of findings and questioned cost appearing the City's audit report. 

99-3. I]NFAVORABLE B UI)GET VARIANCES: 

State Law requires the City to adopt a budget for the general fund and each special revenue fu nd. 
Furtherm ore, State Law im poses lim its on unfavorable variances betw een actual results and 

budget projections. These limits are described as follows: 

~ Total projected revenue as presented in the budget may not exceed actual revenue 
by more than five percent (5% ). 

~ Actual expenditures may not exceed projected expenditures as presented in the 
budget by more than five percent (5% ). 

For the year ending June 30, 1999, the City 
exceeded the threshold im posed by State Law . 
as follow s: 

experienced unfavorable budget variances that 
The unfavorable budget variances are described 

Dedicated 10 M ill A d Valorem Tax - Budgeted revenue exceeded actual 

revenue by an amount greater than five percent (5%) of budgeted revenue. 
.Special Economic Development Proieets - Budgeted revenue exceeded actual 
revenue by an amount greater than five percent (5%) of budgeted revenue. 
Furtherm ore, actual expenditures exceeded budgeted expenditures by an am ount 
greater than five percent (5% ) of budgeted expenditures. 

These additional com m ents address fu rther 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; how ever, the com m ents are of suffi cient im portance to 
be worthy of m anagem ent's attention. 

In order to charge sewer custom ers in a m anner that is consistent w ith their utilization of the 
system , sew er bills are typically based on w ater consumption. This process provides an equitable 
m eans of charging for sew er service because a large portion of the w ater delivered to a custom er 
ultim ately enters the wastew ater treatm ent system . 

The City has not billed all of its sew er custom ers in the m anner described above. A portion of the 
City's sew er custom ers that are required to purchase water from another utility system have been 
charged at the standard flat rate. Custom ers in these areas have not been required to pay any of 
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the incremental sew er charges that are based on w ater consum ption. In order to treat all sewer 
custom ers in an equitable m anner and collect all revenue that the City is entitled to receive

, 

arrangem ents should be m ade to bill each sew er custom ers based on water consum ption. 

The City has access to w ater consum ption data related to sewer custom ers located outside of the 
City's w ater service area but com puter modifications are needed in order to render bills that 
reflect water consum ption. M odifications of this nature should be addressed prom ptly because a 
large portion of the City's com m ercial growth is located in the vicinity of Kings Country, w hich 
is served by another w ater system . 

FIXEI) A SSET R ECORI)J; 

State law and generally accepted accounting principals require the City to m aintain a record of 
fixed assets including, equipm ent, land, buildings and im provem ents owned by the City. The 
City's fixed asset records are inadequate in several respects. In order to correct these 
inadequacies, w e recom m end com pleting the follow ing task: 

~ Item s w ith m inim al cost or lim ited useful lives should be excluded from the fixed 
records. In the future only those item s that cost at least $1,000 should be added to 
the fixed asset records. Furtherm ore, item s that are replaced frequently due to 
wear or obsolesce should be excluded from the fixed asset records. In addition, 
cost of repairs should not be reported as fixed assets unless the repairs are 
expected to significantly extend the useful life of a particular asset. 

~ The fixed asset reco rds have not been updated to exclude item s that are no longer 
in service. W e suggest conducting a physical inventory  and deleting any item that 
is no longer in operation. 

~ In order to facilitate the identification and location of City property, a tag or label 
should be applied to each m ovable item that appears on the fixed asset records. 
The tag or label should include a unique identifying number. The identifying 
number should also appear with the assets description on the fixed asset records. 

~ In the past the City has relied upon its auditor to maintain the fixed asset records; 
how ever, since City personnel are involved in the daily acquisition and disposal 
of fixed assets, they are in a better position to m aintain the fixed asset records. 
The City has acquired the software necessary for maintaining fixed asset records 
and we recom m end assigning City personnel to m aintain these records. 

State law requires political subdivisions to obtain approval from the State Bond Commission 
before executing any debt instrument with a term exceeding ninety (90) days. During the year 
ended June 30, 1999, the City apparently executed a debt instrum ent for the purpose of financing 
insurance prem ium s Furtherm ore, this transaction w as conducted w ithout obtaining the 
necessary approval. In the future, m anagem ent should avoid incurring debt unless the necessary  
approval has been granted. 
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H IGH VOLI]M E W ATER RATE, V: 

O n June 8, 1999, the M ayor received authority from the City Council to negotiate utility rates 
w ith high volum e users. Based on the this authority, two contracts have been executed A review 
of these contracts has identified the following m atters of co ncern: 

The contracts were negotiated during the month of June, 1999 but the new 
preferred rates that were granted by the contract w ere m ade effective for the 
m onth of February, 1999. In order to retroactively im plem ent the new rates, 

amounts previously billed under standard commercial rates were adjusted. The 
overall adjustment associated with retroactively implementing the contracts was 
approximately $35,000. 
W hen the City Council granted authority to the mayor to negotiate contracts with 
high volum e users, high volum e usage was defined as average m onthly water 
consum ption of at least 1,000,000 gallons. Under the authority granted by the City 
Council, a high volum e contact was granted to a property m anagem ent firm . The 
contract applies to six residential rental properties located in various portions of 
the City. Only one of the properties covered by "the contract experienced m onthly 
usage in excess of 1,000,000 gallons. 

According to the State Constitution, the City cannot legally loan, pledge, or donate anything of 
value to any person, association or corporation. The retroactive im plem entation of high volum e 
utility rates m ay have violated this constitutional provision. W e suggest obtaining a legal opinion 

that will clarify this issue before engaging in any further retroactive rate adjustments. 

In addition, it appears that one of the high volum e rate contracts m ay have been granted to a 
custom er that did not m eet the definition of high volum e usage that was adopted by the City 
Council. Accordingly, it m ay be necessary for the City Council to reconsider the definition and 
adopt any necessary  changes. 

W hen the City issued utility revenue bonds, it agreed to establish a special bank account known 
as the "Capital Additions and Contingencies Fund". The purpose of the special account is to 
provide a source of funds for extensions, additions, improvem ents, renewals and replacem ents 
necessary to operate the Utility System . 

Under the terms of the agreement, the City is required to deposit five percent (5%) of gross 
utility revenues into the Capital Additions and Contingencies Fund. The agreem ent also requires 
these deposits to be m ade on a m onthly basis; how ever, during the year ended June 30, 1999 
deposits w ere not m ade on a m onthly basis. Instead, the account w as fu nded by a lum p sum 

deposit that represented required contributions for the preceding ten (10) months. 

In the fu ture, we recom m end a conducting a com prehensive review of the City's bond 
agreem ents to ensure that the City com plies w ith each covenant im posed by those agreem ents. 
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W e w ill be available at your convenience to discuss our com m ents and suggestions in greater 
detail, Our firm w ill also be available to assist in im plem enting these recom m endations 

ROZIER, HARRIN GTON & M cKAY, 
Certified Public Accountants 


