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Eugene W. Fremaux 1l P. O. Box 134 270 Marthaville Road

— e

Certified Public Accountant Many, Louisiana 71449
318-256-0332

INDEPERDENT AUDITOR’S REPORT

The Honorable Clave M. Davis, Mayor
and Board of Aldermen
Vvillage of Natchez, Louismiana

1 have audited the accompanying general purpose financial statements and the combining,
individual fund and account group financial statements of the Village of Natchez,
lL.ouisiana, as of June 30, 1996 and for the year then ended, as listed in the table of
contentss. These financial statements are the responsibility of the Village of Natchez’s
management. My responsibility is to express an opinion on these financial statements

based on my audit.

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

a reasonable basis for my opinion.

I was unable to satisfy myself as to whether fines and forfeitures revenue was fairly
pregented for the year ended June 30, 1996 since the Village was unable to locate some of
the traffic tickets issBued during the year. Due to the nature of the Village’s records,
and inadequate internal controls over traffic tickets and receipt of funds therefrom, I
was unable to satisfy myeelf as to the fines and forfeitures revenue by means of other
auditing procedures. Fines and forfeitures revenue as stated in the general purpose and
individual fund financial statements represente 46% of the revenues of the general purpose
financial statemente and 56% of the revenues of the General Fund individual fund financial
statement revenues. Also, the general purpose and account group financial statements
referred to in the firaet paragraph include the financial activitiea of the general fixed
aspets account group. The Town has not maintained a complete record of ita general fixed
agsets. Therefore, the general fixed asset account group wae not audited by me and I
express no opinion on it. Thope financial actlvities of the general fixed assets account
group, which are included in the general purpose financial gtatements, represent 8% of the
asgets of the general purpose financial statements. In addition, the Village did not
adopt a budget for the year ended June 30, 1996, therefore a statement of revenues,
expenditures, and changes in fund balances - budget and actual, which is a required
presentation under generally accepted accounting principles, is not presented. Also, as
discussed in Note 9 to the financial statements, The Village of Natchez, Louisiana, has
expended certain federal grant funde relating to a grant from the Louisiana Housing
Finance Agency, in a manner that may have vioclated certain of the restrictive provisions
of the related grant agreement. The possible outcome of these matters, which have been

reported to appropriate federal officials, is uncertain at this time. Accordingly, no
provision for any liability, except for the amount of $32,367 ap discussed in Note 9, has
been made in the general purpose financial statements for poesible federal claims for
reimbursement of those grant funds.

In my opinion, except for the effect on the financial statements of the matters described
in the preceding paragraph, if any, the general purpose financial statements referred to
in the first paragraph present fairly, in all material respects, the financial position
of the Village of Natchez, Louisiana, as of June 30, 1996, the results of ite operations
and the cash flows of its proprietary fund type for the year then ended, in conformity
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EXHIBIT 11

VILLAGE OF NATCHEZ, LOUISIANA
STATEMENT OF GENERAL FIXED ASSETS
JUNE: 30, 1996

(Unaudtied)
General fixed assets, at cost:
Office equipment $2,765
Police equipment 13,167
Street and sanitation equipment 4512
Recreation facilities 99,024
Total general fixed assets _$119,468
Investment in general fixed assets:
General fund revenues $119,468
Total investment in general fixed assets $119,468

The accompanying notes are an integral part of these statements.
24




EXHIBIT I-2

VILLAGE OF NATCHEZ, LOUISIANA

STATEMENT OF CHANGES IN GENERAL FIXED ASSETS
YEAR ENDED JUNE 30, 1996

(Unaudited)
~  EQUIPMENT RECREATION
OFFICE POLICE STREETS FACILITES TOTAL
General fixed assets,

July 1, 1995 $2,084 $9,221 $4,512 $99.024 $114,841
Additions 681 3,946 .o .0 4627
General fixed assets,

June 30, 1996 _$2,765  $13,167  _$4512  $09,024 $119,468

The accompanying notes are an integral part of these statements.
25
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
STRUCTURE RELATED MATTERS NOTED IN FINANCIAL STATEMENT
AUDIT CONDUCTED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Clave M. Davig, Mayor
and Board of Aldermen
Village of Natchez, Louisiana

I have audited the general purpose financial statemente of the Village of Natchez,
Louisjiana, and the combining, individual fund, and account group financial statements of
the village of Natchez, Louistana, for the year ended June 30, 1996, and have issued my
report thereon dated January 23, 1997. In my report, my opinion was qualified because of
the lack of complete records of fines and forfeitures and general fixed assets, lack of
a budget for the year ended June 30, 1996 and the uncertain liability that may arise due
to possible violations of restrictive provisions of a grant from the Loulisiana Housing

Finance Agency.

1 conducted my audit in accordance with generally accepted auditing standardse, Government
Auditing Standards, issued by the Comptroller General of the Unlted States, and the
provigions of Office of Management and Budget Circular A-128, "Audits of State and Local
Governments". Those standards and OMB Circular A-128 require that I plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

The management of the Village of Natchez, Louisiana, is responsible for establishing and
maintaining an internal control structure. In fulfilling this responsibillity, estimates
and judgments by management are required to assess the expected benefits and related costs
of internal control structure policies and procedures. The objectives of an internal
control structure are to provide management with reasonable, but not absolute, asgsurance
that assets are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management’s authorization and recorded
properly to permit the preparation of financial statements in accordance with generally
accepted principles. Becauee of inherent limitations in any internal control structure,
errors or irregularities may nevertheless occur and not be detected. Also, projection of
any evaluation of the structure to future periode 18 subject to the risk that procedures
may become inadeguate because of changes in conditions or that the effectiveness of the
design and operation of policlies and procedures may deteriorate.

In planning and performing my audit of the general purpose, combining, individual fund,
and account group financial setatement of the Village of Natchez, Louisjiana, for the year
ended June 30, 1996, I obtained an understanding of the internal control structure. With
respect to the internal control structure, I obtained an understanding of the design of
relevant policies and procedures and whether they have been placed in operation, and I
assesged control risk in order to determine my auditing procedures for the purpose of
expressing my opinion on the general purpose financial statements and not to provide an
opinion on the internal control structure. Accordingly, I do not express guch an opinion.

I noted certain matterse, described below, involving the internal control structure and its

operation that I consider to be a material weakness and a reportable condition under
standarde established by the American Institute o©f Certified Public Accountants.
Reportakle conditions involve matters coming to my attention relating to significant

deficiencies in the deeign or operation of the internal control structure that, in my
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This report is intended for the information of the Mayor and Board of Aldermen and the
Louisiana Legislative Auditor. However, this report is a matter of public record and its
distribution is not limited.

Y. it

EUGENE W. FREMAUX, CPA

January 23, 1997
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be reconciled monthly to the bank statement. Reportsa to the Board of
Aldermen should be based upon these records,

Management’s response

The above recommended action has been implemented.

2. Existing condition

Payments amounting to §5,741 were made to the Village’s clerk’'s immediate
family for grass cutting services and miscellaneous equipment in apparent
violation of the Code of Goverumental Ethics. The majority of these payments

wore for grass cutting services at the Village’s sewer treatment plant.
Although the Village clerk was not responsible for authorizing this work, nor
did she sign the checks to pay for the work, using members of her immediate

family to perform services for the Village is in conflict with the Code of
Governmental Ethics.

Recommended action
The grass cutting services should be discontinued as soon as possible. The
Board of Aldermen should not authorize any procurement of services or
equipment that they know to be a wvioclation of the Code of Governmental
Ethics,

Management'’s repponsge

The above recommended action will be implemented.

* % Kk * %

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

you, the Board of Aldermen, and the Village employees for your cooperation during my
engagement.

Sincerely,
%'Eﬁﬁ
EUGENE W, FREMAUX, CPA
January 23, 1997

—"
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EXHIBIT H-2
VILLAGE OF NATCHEZ, LOUISIANA
ENTERPRISE FUND -- SEWER FUND

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS
YEAR ENDED JUNE 30, 1996

Operating revenues:

Sewer charges _ $35,593
Total operating revenues _.35,593
Operating expenses:
Salaries 8,021
Bad debt expense 1,621
Payroll taxes 731
Audit 1,200
Depreciation 33,650
Insurance 686
Testing fees 570
Supplies 2,450
Repairs and maintenance 8,411
Equipment lease payments 2,011
Miscellaneous 1,830
Office supplies 687
Utilities 4430
Total operating expenses 66,198
Net loss (30,605)
Retained earnings (deficit), beginning of year - (149,307)
Retained earnings (deficit), end of year ($179,912)

The accompanying notes are an integral part of these statements.
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with generally accepted accounting principles. Also, in my opinion, except for the effect
on the financial statemente of the matters described in the preceding paragraph, if any,
the combining, individual fund, and account group financial statements referred to in the
first paragraph preeent falrly, in all material respects, the financial position of each
of the individual funds and account groups of the Village of Natchez at June 30, 1996, and
the results of operations of such funds and the cash flows of the individual proprietary
fund for the year then ended, in conformity with generally accepted accounting principles.

In accordance with Government Auditing 8Standards, I have also issued a report dated
January 23, 1997 on my consideration of the Village of Natchez, Louislana’s internal
control structure and a report dated January 23, 1997 on ite compliance with lawe and
regulations.

.

EUGENE W. FREMAUX 11, CPA

January 23, 1997
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH LAWS
AND REGULATIONS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Clave M. Davis, Mayor
and Board of Aldermen
Village of Natchez, Louisiana

I have audited the general purpose financial statements of the Village of Natchez,
Louisiana, and the comblning, individual fund, and account group financlal statements of

the vVillage of Natchez, Loulsiana, for the year ended June 30, 1996, and have issued my
report thereon dated Januvary 23, 1997. In my report, my opinion was qualified because of

the lack of complete records of fines and forfeitures and general fixed assets, lack of
a budget for the year ended June 30, 1996 and the uncertain liability that may arise due
to possible violations of restrictive provisions of a grant from the Louisiana Housing
Finance Agency.

I conducted my audit in accordance with generally accepted auditing standards, Government
Auditing Standardeg, issued by the Comptroller General of the United States, and the
provieione of Office of Management and Budget Circular A-128, "Audits of State and Local
Governments”. Those gtandards and OMB Circular A~128 require that I plan and perform the
audit to obtain reasonable assurance about whether the general purpose financial
ptatements are free of material migstatement.

Compliance with laws, regulatione, contract, and grants applicable to the Village of
Natchez, Louisiana, is the responsibility of the village of Natchez, Louisiana,
management. As part of obtaining reasonable assurance about whether the general purpose
financial statements are free of material misstatement, I performed tests of the Town’s
compliance with certain proviesions ¢f lawe, regulatiocons, contracts, and grants. However,
my objective was not to provide an opinion on overall compliance with such provisions.
Accordingly, I do not express such an opinion.

Material instances of noncompliance consist of failures to follow requirements, or
violatione of prohibitions, contained in statutes, regulations, contracte, or grants, that
cause me to conclude that the aggregation of the misstatements resulting from those
failures or violations is material to the general purpose financial statements. The

results of my teste of compliance disclosed the following material instances of
noncompliance.

1. Existing conditlion

During the year ended June 30, 1996, as well as the prior year, the Village
received and disbursed funds in connection with a grant from the Louigiana
Housing Finance Agency (LHFA) for housing rehabilitation, however the Village
failed to follow many of the key requirements of the grant agreement as
followa:

a) Funds were requested by the ex-mayor after she left office
when she had no officlal position with the Village.

b) Funde were disbursed to contractors without supporting
documentation and for work that wasg not done.

c) Contracts for renovation were awarded without following the
public bid law.
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d) The work done by contractors did not meet minimum housing
standards.,

e) Contractors were hired without proper documentation of
performance bonds or workmen’s compensatjion insurance.

f) Funds were used on the rehabilitation of three homes for
individuals specifically prohibited from participating in the
program under the "conflict of interest" provieions of the grant
agreement.

The above items resulted in numerous misrepresentations to LHFA. In
addition, in October 1995 LHFA performed a monitoring visit to the Village

and has requested that the Village reimburse LHFA for substantially all the
funds advanced to the Village unless the noncompliance problems can be

corrected.

Recommended action

The Village should take immediate steps to correct as many of these problems
as possible to LHFA's satisfaction. In addition, the Village should take any
available legal actions to enforce compliance with contracte or to get
reimbursed for funde spent on ineligible homes.

Management's response

The Mayor and Aldermen have indicated that they will do whatever they can to
correct the items ¢f noncompliance and that they will institute any needed
legal actione in this matter, subject to the limited availability of Village
funds. The Village is not in a financial position to allow reimbursement of
the funds to LHFA.

2. Existing condition

The audit of the Village’s general purpose financial statemente for the year
ended June 30, 1996 was not completed within six months as required by state
law due to the impact on the practitioner’s practice of a death in hie

immediate family. Subsequent to January 23, 1997, the practitioner has made
arrangements with another practitioner for emergency backup sBervices should

a similar situation arise in the future.

I considered these instances of noncompliance in forming my opinion on whether the Village
of Natchez, Loulsiana’s 1996 general purpose financial statements are presented fairly,

in all material respects, in conformity with generally accepted accounting principles, and

this report does affect my report dated January 23, 1997 on those general purpose
financial statements.

I noted certain jmmaterial instances of noncompliance that I have reported to the
management of the Village of Natchez in a separate letter dated January 23, 1997.

This report is intended for the information of the Mayor and Board of Aldermen and the

Louisgiana Legislative Auditor. However, thie report is a matter of public record and ite
distribution is not limited.

FUGENE W. FREMAUX IX, CPA

January 23, 1997

30




Eugene W. Fremaux [} P. 0. Box 134 270 Marthaville Road

A —— — LR t] —_ —
drm wn—r rm - - a - -

Certified Public Accountant Many, Louisiana 71449
318-256-0332

Honorable Clave M. Davis, Mayor
and Board of Aldermen

Village of Natchez, Louisiana

Dear Mayor and Aldermen:

In connection with my audit of the general purpose, combining, individual fund, and
account group financial statements of the Village of Natchez, Louisiana for the year ended
June 30, 1996, I offer the following observations and recommendations, which are intended
to help improve recordkeeping procedures and are intended to be constructive in nature:

STATUS OF PRIOR YEAR RECOMMENDATIONS

1, Existing condition

During December 1994 the Village paid a Christmas bonus of §75 to Princess
LaCaze, the Village clerk. Also in December 1994 the Village paid $65 to

Donald Harris to reimburse him for his “qualifying fee". 1In addition in June
1995 the Village reimbursed the Mayor for a §$50 political contribution on

behalf of Mike Henry. These payments are in violation of Article 7, Section
14 of the 1974 Constitution.

Recommended action

Management should become more aware of the restrictione relating to
expenditures that are considered donated expenditures under the Constitution.
In addition, the Mayor should reimburse the Village for the $50 political
contribution. The Village should request that Donald Harris repay the $65.

Action taken

In December 1995 an additional bonus of $150 was paid to the Village clerk.
Management has indicated that no bonuses will be paid in the future.

2. Existing condition

Several instances were noted where the Village was charged, and paid, sales
tax, which was not owed on purchases.,

Recommended action

Suppliers incorrectly charging the Village sales tax should be notified that
Village’s purchases are exempt.

Action taken

The suppliers involved were notified so that sales tax will not be charged on
pPurchases.

3. Existing condition

Several instances were noted where supplies for repairs were purchased,

however there was no indication on the supporting documentation of where the
supplies were used.
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judgment, could adversely affect the entity’s ability to record, process, summarize, and
report financial data c¢onsistent with the assertions of management in the component unit
financial statements. A material weakness is a reportable condition in which the design
or operation of one or more of the speciflc internal control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in amounts that
would be material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course of performing their

assigned functions.

1. Existing conditjion

Controls over disbursements relating to the grant from Louisiana Housing
Finance Agency (LHFA) were not adegquate to ensure that disbursements were
properly documented and met the requirements of the grant agreement.

Recommended action

Village management establireh procedures that ensure that grant disbursements
are proper under the terms of the related grants before the disbursement is

macle. Monthly reports of grant activity should be submitted to the Council.

Management 's regponse

Procedures will be improved as recommended,

2., Existing condition

Controls over traffic tickets are not adequate to ensure that all tickets are
accounted for and that all cagsh receipts from the payment of the tickets are
deposited in the Village bank account. Access to traffic ticket books not

yet used and traffic tickets issued ig not adequate. In addition, the police
chief has not provided an accounting for all traffic ticket books issued to
him. The Mayor received cash amounting to $§965 for the payment of 5 traffic
tickets, howaver the funds were never deposited into the Village’s bank
account. Records of tickets issued are not maintained in ticket number
order.

Recommended action

Village management must improve physical control over traffic ticket records
s0 that responsibllity can be established for tickets. In addition, the
Village should establish procedures that only allow for payment of traffic
tickets at the Village’s office to the Village clerk. The Mayor should
reimburse the Village for the unaccounted for 5$965. In addition, records of
tickets should be maintained so that reports can be generated for misseing

tickets, with responsibility assigned to specific individuals.

Management’s response

Procedures have been changed to only allow tickets to be paild at the
Village’s office. In addition, ticket records are being maintained in
numerical order with gpecific individuals assigned to each book of tickets.
Appropriate physical safeguarde have been installed on the file cabinets
containing the Village’s records to limit access to these records.

My consideration of the internal control structure would not necessarily disclose all
matters Iin the internal control structure that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses as defined above.

I also noted certain matters involving the internal control structure and ite operation

that I have reported to the management of the Village of Natchez, Louisiana, in a geparate
letter dated January 23, 1997.
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VILLAGE OF NATCHEZ, 1OUISIANA
NOTES8 TO FINANCIAL STATEMENTS

JUNE_30, 1996

(1) Summary of Significant Accounting Policies

The Village of Natchez, Louisiana was incorporated under the provieions of the Lawrason
Act. The Village operates under a Mayor-Board of Aldermen form of government. The
Villages’es operationes include police protection, public works, and general and

adminiptrative services.

The accounting and reporting policies of the Village of Natchez conform to generally
accepted accounting principles as appllicable to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principlea, 8uch accounting and reporting
procedures also conform to the requirements of Loulsjiana Revised Statutes 24:517 and to
the guides set forth in the Loulsiana Municipal Audit and Accounting Guide, and to the
industry audit guide, Audits of State and lLocal_ Governmental Units.

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

Financial reporting entity

In evaluating how to define the Village of Natchegz for financial reporting purposes,
management has considered all potential component units. The decision to include a

potential component unit in the reporting entity was made by applying the criteria set
forth in GAAP. The hasic, but not only, criterion for including a potential component

unit within the reporting entity is the governing body’s ability to exercise oversight
responsiblility. The most significant manifestation of this ability 1es financial
interdependency. Other manifestations of the ability to exercise oversight responsibility
include, but are not limited to, the gelection of governing authority, the designation of
management, the abllity to significantly influence operations, and accountability for
fiascal matters. A second criterion used in evaluating potential component units is the
scope of public service. Applicatlon of this criterion involves considering whether the
activity banefits tha government and/or ite citizens, or whether the activity is conducted
within the geographic boundaries of the government and is generally available to its
citizene. A third criterion used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special financing relationships,
regardless of whether the government is able to exercise oversight responsibilities.
Based upon the application of these criteria, the financial statements of the village of
Natchez consists of only the funds and account groups since the vVillage has no oversight
repponsibility for any other governmental entity.

Fund accounting

The accounts of the Village are organized on the basis of funds and account groups, each
of which is considered a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounte that comprise its assets,
liabilitjes, fund equity, revenues, and expendlitures, or expenses, as appropriate.
Government resources are allocated to and accounted for in individual funde based upon the
purpose for which they are to be spent and the means by which spending activities are

controlled. The various funds are grouped, in the financial statements in this report,
into two generic fund types and two broad fund categories as follows:

Governmental Fund
General Fund

The General Fund is the general operating fund of the Village. It is used to account for
all financlal resources except those required to be accounted for in another fund.

Spacial Revenue Funds

Special revenue funds are used to account for the proceeds of specific revenue sources

that are legally restricted to expenditures for specific purposes. The special revenue

funds consist of the Community Development Block Grant and Louisiana Housing Finance
Agency Grant Funds.




EXHIBIT G2

VILLAGE OF NATCHEZ, LOUISIANA
SPECIAL REVENUE FUNDS
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 1996

LA HOUSING
FINANCE
COMMUNITY AGENCY
DEVELOPMENT GRANT
BLOCK GRANT FUND TOTAL

Revenues:

Intergovernmental $0 $13,188 $13,188

Interest e 9 e O .

Total revenue i 0 _ 13,188 13,168

Expenditures:

General government 0 6,500 6,500
Excess (deficiency) of revenues over (under)

expenditures O 6,688 6,688
Other financing sources (uses):

Transfers out to grantor agency 0 (6,688) __ {6,688)
Excess (deficiency) of revenues and other

financing sources over (under)

expenditures O 0 O
Fund balance, beginnning of year 0 0 0
Fund balance, end of year $0 $0 $0

The accompanying notes are an Integral part of these statements.
17




EXHIBIT G-1

VILLAGE OF NATCHEZ, LOUISIANA
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
JUNE 30, 1996
LA HOUSING

FINANCE

COMMUNITY AGENCY
DEVELOPMENT  GRANT

ASSETS BLOCK GRANT FUND TOTAL
Cash and cash equivalents $0 - $0 %0
Total assets _ $0 $0 __$0

[ o —— - ————e e —— &

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable to grantors $0 $0 $0
Fund Balance:
Unreserved o 0 0 %0
Total liabllities and fund balance . $0 $0 _____ %0

The accompanying notes are an integral part of these statements.
16




EXHIBIT F-2
Page 2 of 2
VILLAGE OF NATCHEZ, LOUISIANA

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 19986

Expenditures: {continued)

Total expenditures __ 60,382
Excess of revenues over
expenditures (3,011)
Fund balance, beginnning of year __{15,908)
Fund balance, end of year ($18,917)

—_—r ——————— —————— o ———

The accompanying notes are an integral part of these statements.
15




EXHIBIT F-2
Page 1 of 2
VILLAGE OF NATCHEZ, LOUISIANA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 1996

Revenues:
Taxes:
Ad valorem taxes $6,367
Franchise taxes 5,960
Sales taxes 5,598
Total taxes 17,925
Intergovernmental:
Beer tax 1,086
Tobacco tax 2,347
Total intergovernmental
revenue 3,433
Fines and forfeitures 32,173
Miscellaneous revenues 3,840
Total revenues 57,371
Expenditures:.
General government:
Salaries — Mayor & Alderman 2,700
Salaries — clerical 4,283
Legal 1,450
Payroll taxes 664
Office supplies & printing 2,404
Insurance 833
Utilities and telephone 4,438
Collection fee 168
Capital outlay 680
Audit 1,200
Miscellaneous 1,660
Total general government 20,480
Public safety:
Salaries 13,200
Fuel & supplies 3,016
Repairs 4,207
Miscellaneous 5,063
Payroll taxes 1,099
Insurance 2,012
Equipment lease payments 7,369
Capital outlay 3,946
Total public safety 39,902

The accompanying notes are an integral part of these statements.
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EXHIBIT F--1
VILLAGE OF NATCHEZ, LOUISIANA

GENERAL FUND
BALANCE SHEET
JUNE 30, 1996
ASSETS
Cash and cash equivalents $3,273
Receivables 4,400
Due from Utility Fund 9,010
Deposits 50
Total assets $16,733

—_—

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts payable 1,813
Payroll texes payable 264

Accrued payroll 1,206
Due to Louislana Housing Finence Agency 32,367
Total liabilities 35,650

FFund Balance:

Fund balance (deficit) — undesignated | (18,917)
Total fund balance (deficit) (18,917)
Total liabilities and fund balance __$16,733

———

The accompanying notes are an integral part of these statements.
13




VILLAGE OF NATCHEZ, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1996

primarily to the recording of the liability of $32,367 to LHFA as discussed in Note 9.
Management of the Village does not yet have a plan to eliminate the deficit fund balance.

(l11) Conpensation paid to Mayor and Aldermen

In accordance with the regquirements of the Office of the Legislative Auditor, State of
Louisiana, the following reflects compensation paid to the Mayor and member of the Village
Council for the year ended June 30, 1996

Mayor Clave M. Davis $ 900
Aldermen:
Dorothy Johnson 600
Jamee L. Johnson 600
Amos Bradley 150
Rufue Sowell 450

12




VILLAGE OF NATCHEZ, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1996

(7) Pending Litigation

As of June 30, 1996, the Village was involved in the following defensive litigation:

John T. Metoyer wve Village of Natchez
Leslie Fitzgerald vs Village of Natchez

(8) LCDBG

On December 1, 1989, the Vvillage of Natchez wae notified by the State of Loulejana,
Divieion of Administration that an administrative sanction wae being imposed upon the
village which prohibits the village from perticipating in all LCDBG programs for a period
of five years. This period encompasses the LCDBG funding years 1990 through 1994. The
sanctions have been extended through the 1995 funding year, therefore the Village will be
eligible to apply for LCDBG funding after 1995,

(9) Contingencies

On February 1, 1954 the Village was awarded a $75,000 Small Clties Health and Safety
Rehabilitation Grant from the Louisiana Housing Finance Agency (LHFA). The Village was
forced to return §6,688 of the $75,000 grant in October 1995 in connection with a
performance monitoring visit from LHFA representatives due to LHFA’s findings that the
Village was in material noncompliance with the provisions of the grant. As a result of
these findings, LHFA has indicated that the Village must reimburse LHFA for the remainder
of the grant unless certain of the deficlenclies are corrected. The Village is working
toward correcting noncompliance probleme such as financial and program documentation, and
has made demand on the contractors to bring the homee up to minimum housing standards as
required by the grant. In addition, the Village has requested additional time from LHFA
to correct the noncompliance problemas. With the exception of the amount of $32,367
discussed in the following paragraph, no provision has been made in the general purpose
financial statements for any liability that may result from these problems.

One of the above noncompliance problems resulted from rehablilitation of three homes for
individuals specifically prohibited from participating in the program under the "conflict
of interaest" provisions of the grant agreement. 8Since the Village does not believe it
will be poegible to correct thie problem to the satisfaction of LHFA, the Village has
recorded a liability in the amount of §32,367 to reimburse LHFA for these ineligible
coste. The Village does not presently have the resources needed to reimburse LHFA.

The Village intends to pursue all available legal action against the contractors, the
Village's ex-mayor and any others that may be respongsible for these deficiencies.

In addition, the village has received other Federal and State grants for specific purposes
that are subject to review and audit by Federal and State agencies, Such audits could

result in a request for reimbureement by Federal and State for expenditures disallowed,
if any, under the termas of the appropriate agency.

The Village sewer system is operating with expired discharge permits from the Louisiana
Department of Environmental Quality (DEQ) and the Environmental Protection Agency (EPA).
The Village applied to DEQ on April 17, 1995 and the EPA on June 16, 1995 for updated
discharge permites, but haes not received a valid permit. Operation of the sewer system
without valid discharge permits could result in the assessment of fines by DEQ and/or EPA.
In addition, on January 21, 1897 DEQ issued a Compllance Order {Order) relating to
operating with a valid discharge permit and numercus operating deficiencies in the
wastewater collectjon and treatment system. Failure of the Village to comply with the
Order could result in agsessed civil penalties of up to §50,000 per day of vicolation.

No provieion hae been made in the general purpose financial statementse for any liability
that may result from noncompliance with the Order.

(10) Deficit in fund balance

As of June 30, 1996 the General Fund has a deficit fund balance of $18,917 which is due

11




VILLAGE OF NATCHEZ, 1LOUISIANA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1996

(3y Changes in Fixed Assets

During the year ended June 30, 1996 the following additions were made ln general fixed
aspgets: .

Office eguipment $ 681
Police equipment 3,946
$4,627

A summary of proprietary fund type property, plant and equipment at June 30, 1996 follows:

Building S 68,626
Maintenance equipment 19,253
Sewer treatment plant 576,452
Collection system 850,632
Total 1,514,963

Less accumulated depreciation _(193,944)
Net. $1,311,823

3% - 3§ F 3 -F-$ %

During the year ended June 30, 1996 maintenance equipment of $431, sewer treatment plant
improvements of $10,631, and collection system improvements of 515,000 were added.

{4) Retlirement System

All employees of the Village of Natchez, including police employees, are covered under the
Social Security System. The employees pay 7.65% of their total salaries into the system,

while the Town pays in a like amount. Data concerning the actuarial status of this system
are unavailable. Future deficite in thie system will be financed by the Federal
government and the Town has no further liabllity to the system.

(5} Lease Obligations

The Village was not obligated under any capital lease commitments at June 30, 1996. The
Village was obligated under three operating leases which require annual lease payments as
follows:

Year ending Amount

June 30, 1997 $11,435
June 30, 1998 10,188
June 30, 1999 5,493
June 30, 2000 2,140
June 30, 2001 178

(6) Cash_and Caeh FEquivalents

Louiesiana revised Statutes authorize the Vvillage to invest in United States bonds,
treasury notes or certificates, or to deposit funds in demand deposits, interest bearing
demand deposits, money market accounts, or time deposits with state banks organized under
Louisian& law and national banke having their principal coffices in Louisiana.

The Village had no investmente at June 30, 1996, The Village’a cash on deposit at June
30, 1996, is deposited in financial institutions insured by the Federal Government through
federal depository insurance. The Village'’s cash on deposit wae fully secured by FDIC
insurance at July 30, 1996 as well as at all times during the year then ended.

10
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VILLAGE OF NATCHEZ, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1996

Proprietary Fund
Enterprise Fund

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

Fixed assets and long-term liabilities

The accounting and reporting treatment applied to the fixed assets and long-term
liabilitiee aesociated with a fund are determined by its measurement focus.

All governmental fund type operations are accounted for on a epending or "financial flow"
measurement focus and only current assets and current liabjlities are generally included

on thelr balance sheeta.

Fixed amsets uesed in governmental fund type operations (general fixed assets) are
accounted for in the General Fixed Assets Account Group, and are recorded as expenditures
in the governmental fund types when purchaeed. The Village has elected not to capitalize
public domain (“infrastructure") fixed assetp coneipting of certain improvements other
than bulldinge, including roads, bridges, sidewalks, and drainage improvements. No
depreciation has been provided on general fixed assets.

Long~-term liabilities expected to be financed from governmental funde are accounted for
in the General Long-Term Debt Account Group.

The proprietary fund is accounted for on a cost of services or "capital maintenance"

measurement focus, and all assets and all liabilities (whether current or noncurrent)
associated with ite activity are included on its balance sheet,

The fixed assets of the proprietary fund are depreciated over the estimated useful lives
using the straight-line method. Estimated useful lives of the fixed assets range from 5
to 60 years.

All fixed assets are Btated at historical cost.

Basis of accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized

in the accounts and reported in the financial statements. Basis of accounting relates to
the timing of the measurements made, regardleas of the measurement focus applied.

All governmental fund types are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and available as
net current assets. Miscellaneous revenues are recorded when received in cash because they
are generally not measurable until actually received. Franchise taxes, sales taxes, earned

grant revenues, intergovernmental revenue, and interest income, are accrued, when their

receipt occurs soon enough after the end of the accounting period so as to be both
measurable and avallable.

Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund 1liabllity is incurred except that principal and interest on general long-

term debt 1s recognized when due. Purchases of various operating supplies are regarded as
expenditures at the time purchased,

The proprietary fund is accounted for ueing the accrual basis of accounting whereby

Eevenuea are recognized when they are earned and expenses are recognized when they are
ncurred.




EXHIBIT C
VILLAGE OF NATCHEZ, LOUISIANA
COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS --

PROPRIETARY FUND TYPE
YEAR ENDED JUNE 30, 1996

Operating revenues:
Sewer charges __$35,593

Total operating revenues 35,693

—_—

Operating expenses:

Clerk's salary 8,021
Bad debt expense 1,621
Payroll taxes 731
Audit 1,200
Depreciation 33,650
Insurance 686
Testing fees 570
Supplies 2,450
Repalrs and maintenance 8,411
Equipment lease payments 2,011
Miscellaneous 1,830
Office supplies 687
Utilities 4430
Total operating expenses ___ 66,198
Net loss {30,605)
Retained earnings (deficit), beginning of year (149,307)
Retained earnings (deficit), end of year ($179,912)

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



EXHIBIT D

VILLAGE OF NATCHEZ, LOUISIANA
COMBINED STATEMENT OF CASH FLOWS —~ PROPRIETARY FUND TYPE
YEAR ENDED JUNE 30, 1996

Cash flows from operating activities:

Cash received from customers $35,790
Cash payments to suppliers and employees __(25,676)
Net cash provided (used) by operating activities 10,114
Cash flows from capital and related financing activities:
Grant from Louisiana Rural Development 15,000
Payments for capital acquisitions __(26,062)
Net cash provided (used) by capital and
related financling activities (11,062)
Net increase {decrease) in cash and cash equivalents (948)
Cash and cash equivalents, beginning of year 11,250
Cash and cash equivalents, end of year $10,302
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating loss _($30,605)
Adjustments to reconcile operating loss to net
cash provided (used) by operating activities:
Depreciation 33,650
Provision for doubtful accounts receivable 1,621
(Increase) decrease in accounts receivable 197
(Increase) decrease in prepaid insurance (239)
Increase (decrease) in payroll taxes payable 15
Increase (decrease) in accounts payable 7,648
Increase (decrease) inh accrued payroll 687
Increase (decrease) In dua to other funds (2,860)
Total adjustments to operating income (loss) 40,719
Net cash provided (used) by operating activities $10,114

The accompanying notes are an integral patt of these statements,
6
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EXHIBIT G5

VILLAGE OF NATCHEZ, LOUISIANA
SPECIAL REVENUE FUND
|LOUISIANA HOUSING FINANCE AGENCY FUND

BALANCE SHEET
JUNE 30, 1996

ASSETS
Cash and cash equivalents ... %0
Total assets __ . %0
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable to LHFA $0
Fund Balance:
Unreserved .0
Total liabilities and fund balance ______ %0

The accompanying notes are an integral part of these statements.
20
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EXHIBIT H-1

VILLAGE OF NATCHEZ, LOUISIANA

ENTERPRISE FUND — SEWER FUND
BALANCE SHEET

JUNE 30, 1996

ASSETS
Current assets:
Cash and cash equivalents $10,302
Receivables, less allowance for bad debts of $3,867 4,689
Prepaid insurance B 479
Total current assets 15,470
Land 9,196
Plant and equipment, at cost, net of accumulated
depreciation of $193,944 __ 1,311,823
Total assets $1,336,489

- a - Lmm
—-— e . . -

LIABILITIES AND FUND EQUITY

Current liabilities:

Accounts payable $10,077
Accrued payroll 687
Payroll taxes payable 867
Due to General Fund .._...5010
Total current liabilities 2061
Fund Balance:
Contributed capital -
LCDBG 889,454
Louisiana Rural Development 15,000
EPA -....591,306
Total contributed capital ~ 1,495,760
Retained earnings (deficit) _ {179,912)
Total fund equity 1,315,848
Total liabilities and fund equity $1,336,489

—— T TR AN bl e

The accompanying notes are an integral part of these statements.
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EXHIBIT G-3
VILLAGE OF NATCHEZ, LOUISIANA

SPECIAL REVENUE FUND
COMMUNITY DEVELOPMENT BLOCK GRANT
BALANCE SHEET
JUNE 30, 1996
ASSETS
Cash and cash equivalents %0
Total assets %0

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable $0
Fund Balance:
Unreserved I
Total liabilities and fund balance $0

The accompanying notes are an integral part of these statements.
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EXHIBIT B

VILLAGE OF NATCHEZ, LOUISIANA

CONBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GENERAL AND SPECIAL REVENUE FUND TYPES

YEAR ENDED JUNE 30, 1996

TOTAL
SPECIAL (MEMORANDUM
GENERAL REVENUE ONLY)
Revenues:
Taxes $17,925 $0 $17.925
Intergovernmental 3,433 13,188 16,621
Fines and forfeits 32,173 0 32,173
Miscellaneous __ 3,840 0 3,840
Total revenues 57,371 13,188 70,659
Expenditures:
Current;
General government 20,480 6,500 26,980
Public safety 39,902 0 39,902
Public works 0 s, ) o
Total expenditures 60,382 - 6,500 66,882
Excess (deficiency) of revenues
over expenditures (3,011) 6,688 3,677
Other financing sources (uses):
Transfers out to grantor agency 0 (6,688) (6,688)
Excess (deficiency) of revenues and other
financing sources over (under)
expenditures (3,011) 0 (3,011)
Fund balances, beginning of year (15,906) 0 (15,906)
Fund balances, end of year ($18,917) $0 ($18,917)

The notes to the financial statements are an integral part of this statement.
4




VILLAGE OF NATCHEZ, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1996

Budgets and Budgetary Accounting

The Village did not adopt a budget for the year ended June 30, 1996.

cash and cash egquivalents

Cnnaiafﬂnt with GASB Statement 9, Reporting Cash Flows of Proprietary and Nonexpendable
Trust Funds and GQovernmental Entities That Use Proprietary Fund Accounting, the Village
of Natchez defines cash and cash equivalente as followes

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

Cash equivalents - short term, highly ligquid investments that are readily convertible
to known amounts of cash and are so near their maturity that they present insignificant
risk of changes in value because of interest rates. Generally, only investments with
original maturities of three months or less qualify under this definition.

Bad debts

Uncollectible amounte various revenues receivable are recognized as bad debts through the
establishment of an allowance account at the time information becomes available which
would indicate the uncollectibility of the particular receivable.

Total columns on combined statements - coverview

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

Compensated absences

Employees of the Village of Natchez do not accrue or "carry forward" vacation or sick pay
from year to year nor do employees vest with respect to vacation or sick pay. As such,
there are no accruals made in either the General Fund, or in the General Long-Term Debt
Account Group for these payments.

(2) Receivables

Revenues recejivable at June 30, 1996 consisted of the following:

Sales taxes S 822
Beer and tobscco taxes 1,663
Receivable from elected officialse 1,915
Total Ceneral Fund 4,400

Sewer fees, net of allowance for
bad debts ©of $3,867 4,689
S 9,089

The receivable from elected officials is composed of $965 due from the Mayor for fines

received by him, but not deposited, and $950 due from the police chief for alleged theft
of Village funds relating to a check which he made payable to himself and cashed.



