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INDEPENDENT AUDfTORS' REPORT 

The Honorable Floydean White, Mayor, 

and the Members ofthe Board of Aldermen 

Town of CuUen, Louisiana 

We have audited the accompanying financial statements ofthe govemmental activities, the business-

type activities, each major flmd, and the aggregate remaining fund information of Town of CuUen, 

Louisiana, as of and for the year ended June 30, 2004, which collectively comprise the Town's basic 

fmancial statements as listed in the table of contents. These fmancial statements are the 

responsibility of Town of CuUen's management. Our responsibility is to express opinions on these 

fmancial statements based on our audit. 

Except as discussed in the following two paragraphs, we conducted our audit in accordance with 

auditing standards generally accepted in the United States of America and the standards applicable to 

fmancial audits contained in Government Auditing Standards, issued by the Comptroller General of 

the United States. Those standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the fmancial statements are free of material misstatement. An audit 

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

statements. An audit also includes assessing the accounting principles used and significant estimates 

made by management, as well as evaluating the overall fmancial statement presentation. We believe 

that our audit provides a reasonable basis for our opinions. 

We were unable to determine the accounts receivable for ticket fines for the general fund and 

govemmental activities because of inadequate accounting records. The town does not have a current 

listing of fines receivable, with an adequate allowance for uncollectible receivables. The amount by 

which this departure would affect the assets, fund balances, and revenues of the general fund and 

govemmental activities is not reasonably determinable. 

We were unable to detennine the General Fund due to other governments balance, stated at $14,697, 

at June 30,2004, because of inadequate accounting records. 

In our opinion, except for the effects of such adjustments, if any, as might have been determined to 
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be necessary had we been able to examine evidence to detennine the accounts receivable and due to 
other govemments balances in the general fund as discussed in paragraphs three and four, the 
financial statements referred to above present fairly, in all material respects, the respective financial 
position of the govemmental activities, the business-type activities, each major fiind, and the 
aggregate remaining fund information ofthe Town of Cullen, Louisiana, as of June 30, 2004, and the 
respective changes in fmancial position and cash flows, where applicable, thereof for the year then 
ended in conformity with accoimting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued a report dated December 
17, 2004 on our consideration of the Town of Cullen's intemal control over financial reporting and 
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards 
and should be read in conjunction with this report in considering the results of our audit. 

As described in Note 1, the Town has implemented a new financial reporting model, as required by 
the provisions of GASB Statement No. 34, Basic Financial Statements - and Management's 
Discussion and Analysis -for State and Local Governments^ as of June 30, 2004. 

The management discussion and analysis and budgetary comparison information on pages 3 through 
8 and 40 through 42, are not a required part of the basic fmancial statements but are supplementary 
information required by accounting principles generally accepted in the United States of America. 
We have applied certain limited procedures, which consisted principally of inquiries of management 
regarding methods of measurement and presentation o the required supplementary information. 
However, we did not audit the information and express no opinion on it. 

Our audit was performed for the purpose of forming opinions on the fmancial statements that 
collectively comprise the Town of Cullen, Louisiana basic financial statements. The information 
listed as other supplementary information in the table of contents is presented for purposes of additional 
analysis and is not a required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our 
opinion, except for the effects of such adjustments, if any, as might have been determined to be 
necessary had we been able to examine evidence to detennine the accounts receivable and due to other 
govemments balances as discussed in paragraphs three and four, is fairly presented in all material 
respects in relation to the basic financial statements taken as a whole. 

•CUr-'-'̂ *— Ui>*--n"^)^ 

unden, Louisiana 
December 17, 2004 



TOWN OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30,2004 
(Unaudited) 

Our discussion and analysis of the Town of Cullen, Louisiana's fmancial performance provides an 
overview ofthe Town's financial activities for the fiscal year ended June 30, 2004. Please read it in 
conjunction with the Town's financial statements, which begin on page 10. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Assets and the 
Statement of Activities (on pages 10-11) provide information about the activities ofthe Town as a 
whole and present a longer-term view of the Town's finances. Fund fmancial statements start on 
page 12. For govemmental activities, these statements tell how these services were financed in the 
short term as well as what remains for future spending. Fund financial statements also report the 
Town's operations in more detail than the government-wide statements by providing information 
about the Town's most significant funds. The remaining statements provide fmancial information 
about activities for which the Town acts solely as a tmstee or agent for the benefit of those outside 
the govemment. 

Reporting the Town as a Whole 

Our analysis of the Town as a whole begins on page 10. One ofthe most important questions asked 
about the Town's finances is, "Is the Town as a whole better off or worse off as a result of the year's 
activities?" The Statement of Net Assets and the Statement of Activities report information about the 
Town as a whole and about its activities in a way that helps answer this question. These statements 
include all assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private-sector companies. All of the current year's revenues and expenses 
are taken into account regardless of when cash is received or paid. 

These two statements report the Town's net assets and changes in them. You can think ofthe 
Town's net assets—the difference between assets and liabilities—as one way to measure the Town's 
financial health, or financial position. Over time, increases or decreases in the Town's net assets are 
one indicator of whether its financial health is improving or deteriorating. You will need to consider 
other nonfinancial factors, however, such as changes in the Town's property tax base and the 
condition ofthe Town's roads, to assess the overall health ofthe Town. 

In the Statement of Net Assets and the Statement of Activities, we divide the Tovm into two kinds of 
activities: 

• Govemmental activities - Most ofthe Town's basic services are reported here, including 
the police, fire, public works, parks and recreation, sanitation and health, highway and 
streets, and general administration. Property taxes, sales taxes, franchise fees, and state 
and federal grants finance most of these activities. 

• Business-type activities - The Town charges a fee to customers to help it cover all or 
most of the cost of certain services it provides. The Town's water and sewer systems are 
reported here. 



TOWN OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30,2004 
(Unaudited) 

Reporting the Town's Most Significant Funds 

Our analysis ofthe Town's major funds begins on page 12. The fund fmancial statements begin on 
page 12 and provide detailed information about the most significant funds-not the Town as a whole. 
Some fiinds are required to be established by State law and by bond covenants. However, the Town 
Council establishes many other funds to help it control and manage money for particular purposes or 
to show that it is meeting legal responsibilities for using certain taxes (sales taxes with restricted for 
specific use). The Town's two kinds of funds - governmental and proprietary - use different 
accounting approaches. 

• Governmental funds - Most ofthe Town's basic services are reported in govemmental 
which focus on how money flows into and out of those funds and the balances left at 
year-end that are available for spending. These funds are reported using an accounting 
method called modified accrual accounting, which measures cash and all other financial 
assets that can readily be converted to cash. The govemmental fund statements provide a 
detailed short-term view of the Town's general govemment operations and the basic 
services it provides. Govemmental fund information helps you detennine whether there 
are more or fewer financial resources that can be spent in the near future to fmance the 
Town's programs. We describe the relationship (or differences) between govemmental 
activities (reported in the Statement of Net Assets and the Statement of Activities) and 
govemmental/un</5 in a reconciliation following the fund financial statements. 

• Proprietary funds - When the Town charges customers for the services it provides -
whether to outside customers or to other units ofthe Town - these services are generally 
reported in proprietary funds. Proprietary funds are reported in the same way that all 
activities are reported in the Statement of Net Assets and the Statement of Activities. In 
fact, the Town's enterprise funds (a component of proprietary funds) are the same as the 
business-type activities we report in the government-wide statements but provide more 
detail and additional information, such as cash flows, for proprietary funds. 

THE TOWN AS A WHOLE 

For the year ended June 30, 2004, net assets changed as follows: 

Governmental Business-type 
Activities Activities Total 

Beginning net assets $ 1,101,130 $2,386,841 $3,487,971 
Increase (decrease) in net assets 16,096 (40.213) (24.117) 
Ending net assets $ 1.117.226 $ 2.34fi.67.R $ 3.463.854 

The change in net assets reflects a slight increase of 1.5 percent for govemmental activities and 
decrease of 1.7 percent decrease for business-type activities. It should be noted that a portion ofthe 
total net asset increase in govemmental activities is related to the addition of capital assets which 
were funded with $49,770 of state grants. 



TOWN OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30, 2004 
(Unaudited) 

Since this is the first year to report all activities on the accrual basis of accounting, a comparison to 
the prior year is not possible. However, in future years, this section will explain the differences 
between the current- and prior-year assets, liabilities, and changes in net assets. 

Governmental Activities 

Again, because this is the first year to report govemmental activities on the accrual basis of 
accounting, a comparison to the prior year is not possible. However, in next year's discussion this 
section will show a condensed fmancial comparison of revenues and expenses and provide 
explanations for significant differences. 

To aid in the understanding ofthe Statement of Activities some additional explanation is given. Of 
particular interest is the format that is significantly different than a typical Statement of Revenues, 
Expenses, and Changes in Fund Balance. You will notice that expenses are listed in the first column 
with revenues from that particular program reported to the right. The result is a Net 
(Expense)/Revenue. The reason for this kind of format is to highlight the relative fmancial burden of 
each ofthe functions on the Town's taxpayers. It also identifies how much each function draws from 
the general revenues or if it is self-financing through fees and grants. Some ofthe individual line 
item revenues reported for each function are: 

General govemment Building permits, licenses/registrations, rental fees 

Parks and recreation Contributions, program fees 

Public safety Fines, seizures, charges for services, grants 

Sanitation and health Charges for garbage services 

All other govemmental revenues are reported as general. It is important to note that all taxes are 
classified as general revenue even if restricted for a specific purpose. 

Business-type activities 

Revenues for the Towns's business-type activities was comparative to last year's revenues. Expenses 
exceeded the revenues from charges in the business-type activities. Depreciation expense accounts 
for 27% ofthe total expense of tiie water and sewer activities. Without the effect of depreciation, the 
water and sewer department would operate with a positive cash flow. 

THE TOWN'S FUNDS 

With the implementation of two new accounting standards, an analysis of current- and prior-year 
govemmental fund (in particular the general fund) balance sheets is difficult to do. In subsequent 
years, this section will discuss and analyze significant differences. However, some individual funds 
were not affected by these new accounting standards and a review of those funds follows. 

5 



TOWN OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30, 2004 
(Unaudited) 

Activity for the Town's major govemmental funds are presented as follows: 

Other 
Sources 

and (Uses) 

109,019 
(93,471) 

Revenues Expenditures 

General Fund 
Two Percent Sales Tax Fund 

$ 226,984 
91,249 

389,098 
1,458 

Excess 
(Deficiency) 

(53,095) 
(3,680) 

The general fund experienced a $53,095 deficiency of revenues over expenditures. In comparison 
with prior year amounts, expenditures for general govemment and public safety functions increased 
by 17% and 20% respectively. Both the general govemment and public safety functions expended 
funds for capital assets and improvements. Capital assets are reported as expenditures by 
govemmental funds, resulting in approximately $60,000 of expenditures for capital assets being 
recognized in the general fund. 

The Two Percent Sales Tax Fund experienced a $3,680 deficiency of revenues over expenditures due 
to the fact that the fiind transfened money to the general fund in excess of revenues it received 
during the year. 

The following schedule presents a summary of revenues and expenditures of the govemmental funds 
for the fiscal year ended June 30, 2004, and the amount of percentage of increases and decreases in 
relation to the prior year. 

Revenues 
Taxes 
Intergovernmental 
Charges for services 
Licenses, permits 
Fines and forfeits 
Interest 
Miscellaneous 

Total revenues 

FYE 6/30/04 
Amount 
$ 124,605 

30,341 
63,211 
78,363 
33,306 

2,764 
9,731 

$M2,12i 

Percent 
of Total 

36% 
9% 

18% 
2 3 % 
10% 
1% 
3 % 

100% 

Increase 
(decrease) 

from FYE 6/30/03 
12,423 
(7,329) 
(1,752) 
12,327 
19,730 
(2,224) 

738 

33.913 

Percent 
increase 

(decrease) 
11 % 

(19)% 
(3) % 
19 % 

145 % 
(45) % 

8 % 

11 % 

Sales taxes experienced a 13% increase this year. The occupational license revenues experienced a 
32% increase during the year. The Town also experienced a large increase in fines and forfeitures. 



TOWN OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30,2004 
(Unaudited) 

FYE 6/30/04 
Expenditures 
General govemment 
Public safety 
Highway and streets 
Sanitation and health 
Culture and recreation 
Debt service 

Total expenditures 

Amount 
$ 103,576 

226,665 
14,545 
35,072 

8,314 
20.874 

$ 409.046 

Percent 
of Total 

25% 
55% 
4 % 
9% 
2 % 
5 % 

100% 

Increase 
(decrease) 

from FYE 6/30/03 
17,830 
38,465 

(182) 
(3,753) 
3,011 

. (500) 

54,871 

Percent 
increase 

("decrease) 
2 1 % 
20% 

1 % 
10 % 
57 % 
(2)% 

15 % 

A portion ofthe increase in general govemment expenditures resulted from a 100% increase in the 
capital expenditures due to preliminary costs incurred with a sidewalk improvement project. The 
police department, which is the major component ofthe public safety function, experienced an 
overall increase in expenditures. Retirement expenditures in the police department increased overall 
27%. The Town's contribution rate to the police retirement system, increased from 9.0%i to 15.25%o. 
Another reason for the increase in public safety expenditures was the purchase of two new police 
cars and video/radio systems. 

The total expenditures of the culture and recreation department increased from last year. One 
component ofthe increase was that the board allowed the payment for $1,100 in additional operation 
costs for Cullen Recreation District. The additional $1,100 represents the amount imspent for the 
Cullen Recreation District from the prior year which was requested by the board to be available in 
the current year. 

The Town's proprietary fund statements provide the same type of information found in the 
govemment-wide financial statements but in more detail. Operations in the proprietary fund 
statements is comparative with last year's activity. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

Over the course of a year, the Town Council revised the General Fund budget one time. This budget 
amendment was to recognize changes ii\ the overall revenues and expenditures vv̂ ithin the 
General Fund. The amendment recognized an increase in intergovernmental revenues and 
public safety capital expenditures due to the grants awarded to the town to assist in the 
purchase of police department equipment. 



TOWTV OF CULLEN, LOUISIANA 

Management's Discussion and Analysis 
As of and for the Year Ended June 30,2004 
(Unaudited) 

CAPITAL ASSET AND DEBT ADMINISTRATION 

At the end of June 30, 2004, the Town had $4.8 million invested in capital assets including police 
and fire equipment, buildings, park facilities, water and sewer system improvements. 

Land 
Construction in progress 
Building 
Improvements other than bldgs. 
Equipment 
Vehicles 
Totals (net of depreciation) 

Govemmental 
Activities 

2004 2003 
$ 69,693 69,693 

12,504 
458,569 458,569 

-
24,003 16,783 

576,815 536.120 
S1.U1.5R4 1.081.165 

Business-type 
Activities 

2004 
7,675 

-
3,745 

3,122,932 
608,462 

-
•\,742.R14 

2003 
7,675 

-
3,745 

3,122,932 
602,662 

-
3.737.014 

Totals 
2004 2003 
77,368 77,368 
12,504 

462,314 462,314 
3,122,932 3,122,932 

632,465 619,445 
576.815 536,120 

4.RS4.39R 4.R18.179 

This year's major additions included: 

(2) new police cars $ 40,695 
(2) video systems 7,220 
Generator, air compressor, power washer 5.800 

Debt 

At year-end, the Town had $46,199 in Certificates of Indebtedness. More detailed information 
about the City's long-term liabilities is presented in Note 8 to the financial statements. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES 

Currently know facts that are expected to have a significant effect on net assets are as listed: 

1. Sidewalk grant approved in the amount of $175,400. Approval letter was received in October, 
2004. 

2. Louisiana Community Development Block grant in the amount of $622,669 for sewer lifl: station 
and sewer improvements received. Approval letter received in March, 2004. 

3. Recreational Trail Program grant received in the amount of $10,000. Award letter received in 
April, 2004. 

CONTACTING THE CITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a 
general overview ofthe Town's finances and to show the Town's accountability for the money it 
receives. If you have questions about this report or need additional information, contact the Town 
Clerk's office at 405 Coyle Avenue, Cullen, Louisiana, 71021. 
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TOWN OF CULLEN, LOUISIANA 
Statement of Net Assets 
June 30, 2004 

STATEMENT A 

ASSETS 
Current assets: 

Cash and cash equivalents 
Investments 
Receivables 
Due from other funds 
Inventory 
Prepaid Items 

Noncurrent assets: 
Restricted assets 
Capital assets (net) 

Total assets 

Primarv Govemment 
Govemmental 

Activities 

$ 133,224 
143,364 
93,117 
44,451 
38,000 

510 

_ 

768,405 

$ 1,221,071 

Business-Type 
Activities 

$ 172,916 
790,942 
35,113 
28,984 

-
-

24,480 
1,368,071 

$ 2,420,506 

Total 

$ 306,140 
934,306 
128,230 
73,435 
38,000 

510 

24,480 
2,136,476 

$ 3,641,577 

LIABILITIES 
Cunent liabilities: 

Accounts, salaries, and other payables 
Due to other funds 
Due to other govemments 
Bonds payable 
Payable fi*om restricted assets 

Total current liabilities 

Noncurrent liabilities: 

Compensated absences payable 

Bonds and interest payable 

Total noncurrent liabilities 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for: 
Other purposes 

Unrestricted 

Total net assets 

$ 

$ 

$ 

$ _ 

13,329 
29,069 
14,697 
19,603 

-

76,698 

551 
26,596 

27,147 

103,845 

722,206 

10,406 
384,614 

1,117,226 

$ 

$ 

$ 

$ 

5,738 
44,366 

-
-

21,165 

71,269 

2,609 
-

2,609 

73,878 

1,368,071 

21,165 
957,392 

2,346,628 

$ 

— 

— 

1 

$ 

— 

$ 

19,067 
73,435 
14,697 
19,603 
21,165 

147,967 

3,160 
26,596 

29,756 

177,723 

2,090,277 

31,571 
1,342,006 

3,463,854 

The accompanying notes are an integral part of this statement. 
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TOWN OF CULLEN, LOUISIANA 
Balance Sheet 
Governmental Funds 
June 30, 2004 

STATEMENT C 

ASSETS 
Cash and cash equivalents 
Investments 
Receivables 
Due fi-om other fiends 
Prepaid/deposits 
Inventory 

Total assets 

General 
Fund 

$ 85,387 
19,544 
64,196 
44,451 

510 
-

$ 214,088 

Two Percent 
Sales Tax 

Fund 

$ 16,630 
11,432 
8,455 

-

-

-

$ 36,517 

Other 
Govemmental 

$ 

$ 

Funds 

31,207 
112,388 

17,249 
26,115 

-

38,000 

224,959 

Total 
Govemmental 

$ 

L 

Funds 

133,224 
143,364 
89,900 
70,566 

510 
38,000 

475,564 

LIABILITIES AND FUND BALANCES 
Liabilities: 
Accounts, salaries, and other payables 
Due to other fiands 
Due to other govemments 
Deferred revenues 

Total liabilities 

Fund balances: 
Reserved for: 
Debt retirement 
Drug law enforcement 

Unreserved, reported in: 
General fund 
Special revenue ftinds 
Total fund balance 

Total liabilities and fiind balances 

$ 13,014 $ 
28,983 
14,697 
49,770 

106,464 

- $ 

26,115 
-

-

26,115 

- $ 

85 
-

-

85 

13,014 
55,183 
14,697 
49,770 

132,664 

$ 8,634 $ 
1,772 

97,218 

107,624 

10,402 

10,402 

$ 214,088 $ 36,517 $ 

$ 

$ 

-

-

-

224,874 
224,874 

224,959 

$ 

$ 

8,634 
1,772 

97,218 
235,276 

342,900 

475,564 

The accompanying notes are an integral part of this statement. 
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STATEMENT D 

TOWN OF CULLEN, LOUISIANA 

Reconciliation of the Governmental Funds Balance Sheet 
to the Government-Wide Financial Statement of Net Assets 

June 30, 2004 

Amounts reported for govemmental activities in the Statement of Net Assets are different because: 

Fund Balances, Total Govemmental Funds (Statement C) $ 342,900 

Capital assets used in govemmental activities are not financial 
resources and, therefore, are not reported in the govemmental fimds 768,404 

Other assets used in govemmental activities that are not fmancial 
resources and, therefore, are not reported in the govemmental funds 3,217 

Other liabilities used to deferred revenues not available to govemment fiinds, 
reported as revenues in govemmental activities 49,770 

Long-term liabilities including bonds payable are not due and payable in the 
current period and, therefore, are not reported in the govemmental funds: 

Compensated absences $ (866) 
Bonds, notes, and loans payable (46,199) (47,065) 

Net Assets of Govemmental Activities (Statement A) $ 1,117,226 

The accompanying notes are an integral part of this statement. 
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STATEMENT E 

TOWN OF CULLEN, LOUISL^NA 

Statement of Revenues, Expenditures and 
and Changes in Fund Balances 

GovernmeDtal Funds 

For the Year Ended June 30, 2004 

REVENUES 
Taxes: 

Ad valorem 
Sales and use 

Licenses and pennits 
Charges for services 
Intergovernmental revenues: 

State/Parish 
Other 

Fines and forfeitures 
Invesmient earnings 
Other revenues 

Total revenues 

EXPENDITURES 
General govemment 
Culture and recreation 
Public safety 
Highways and streets 
Sanitation and health 
Debt service 

Total expenditures 

Excess (deficiency) of revenues over 
(under) expenditures 

General 
Fund 

$ 10,906 
-

78,363 
63,211 

29,541 
800 

33.306 
1,126 
9,731 

226.984 

91,942 
-

226,665 
14,545 
35,072 
20,874 

389.098 

Two Percent 
Sales Tax 

Fund 

$ 
90.959 

-
-

-

-
-

290 
-

91,249 

1.458 
-
-
-
-
-

1,458 

Other 
Governmental 

Funds 

$ 
22.740 

-
-

-

-
-

1,348 
-

24.088 

10,176 
8,314 

-
-
-
-

18,490 

Total 
Govemmental 

Funds 

$ 10,906 
113,699 
78,363 
63,211 

29,541 

800 
33,306 

2,764 
9,731 

342,321 

103,576 
8,314 

226,665 
14,545 
35,072 
20,874 

409,046 

(162,114) 89.791 5,598 (66,725) 

OTHER FINANCING SOURt 
Transfers in 
Transfers out 

Total other financing sources 

Net change in fund balance 

Fund balances - beginning 

Fund balances - ending 

: E S (USES) 

and uses 

109,019 

109,019 

(53,095) 

160,719 

$ 107,624 $ 

(93,471) 

(93.471) 

(3,680) 

14,082 

10,402 $ 

(15.548) 

(15,548) 

(9,950) 

234,824 

224,874 $ 

109,019 
(109.019) 

-

(66,725) 

409.625 

342,900 

The accompanying notes are an integral part of this statement. 
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STATEMENT F 

TOWN OF CULLEN, LOUISIANA 

Reconciliation ofthe Statement of Revenues, Expenditures, 
and Changes in Fund Balances of Governmental Funds 
to the Statement of Activities 

For the Year Ended June 30, 2004 

Amounts reported for governmental activities in the Statement of Activities are different because: 

Net Change in Fund Balances, Total Govemmental Funds, Statement E $ (66,725) 

Govemmental fimds report capital outlays as expenditures. However, in the 
statement of activities the cost of those assets is allocated over their estimated 
useful lives and reported as depreciation expense. This is the amount by which 
capital outlays exceeded depreciation in the current period. 8,331 

Revenue in the statement of activities that do not provide current resources 
are not reported as revenues in the funds 52,987 

The issuance of long-term debt (bonds, leases, etc.) provides current financial 
resources to govemmental funds, while the repayment ofthe principal of 
long-term debt consumes the current financial resources of govemmental 
funds. Neither transaction, however, has any effect on net assets. Also, 
govemmental funds report the effect of issuance costs, premimns, discounts, 
and similar items when debt is issued, whereas these amounts are deferred 
and amortized in the statement of activities. This amount is the net effect of 
these differences in the treatment of long-term debt and related items. 18,367 

Some expenses reported in the statement of activities do not require the use of 
current fmancial resources and, therefore, are not reported as expenditures 
in govemmental funds 3,136 

Change in Net Assets of Govemmental Activities, Statement B $ 16,096 

The accompanying notes are an integral part of tiiis statement. 
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STATEMENT G 

TOWN OF CULLEN, LOUISIANA 
Statement of Net Assets, Proprietary Funds 
June 30, 2004 

ASSETS 
Current assets: 
Cash and cash equivalents 
Investments 
Accounts receivable - customers 
Other receivable 
Due from other funds 

Total current assets 

Noncurrent assets: 
Restricted assets -
Cash and interest-bearing bank deposits 
Investment 

Capital assets (net of accumulated depreciation) 

Total noncurrent assets 

Total assets 

LIABILITIES 

Current liabiUties: 

Accounts payable 

Compensated absences payable 

Due to other funds 

Total current liabilities 
Current liabilities payable from restricted assets 

Business Type : Activities -
Enterprise Funds 

Water 
Fund 

$ 17,896 
216,890 

13,853 
30 

36.841 

285,510 

Sewer 
Fund 

$ 155,020 
574,052 
21,230 

-

29,553 

779,855 

Totals 

$ 172,916 
790,942 
35,083 

30 

66,394 

1,065,365 

3,374 
21,106 

493,095 

517,575 

$ 803,085 

-
-

874,976 

874,976 

S 1,654,831 

3,374 
21,106 

1,368,071 

1,392,551 

$ 2,457,916 

1,618 

-

31,636 

$ 2,450 

1,670 
50,140 

S 4,068 

1,670 
81,776 

33,254 

21,165 

54,260 87,514 

21,165 

Noncurrent liabilities: 

Compensated absences payable 

Total noncurrent liabilities 

Total liabiUties 

NET ASSETS 

Invested in capital assets 

Restricted for meter deposits 

Unrestricted 

Total net assets 

2,223 

2,223 

56,642 

493,095 

21,165 

232.183 

$ 746,443 

386 

386 

54.646 

2,609 

2,609 

874,976 

725,209 

1,600,185 $ 2,346,628 

111,288 

1,368,071 

21,165 

957,392 

The accompanying notes are an integral part of this statement. 
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STATEMENT H 

TOWN OF CULLEN, LOUISIANA 
Statement of Revenues, Expenses and Changes in Net Assets 
Proprietary Funds 
For the Year Ended June 30, 2004 

Operating revenues: 
Charges for services 

Water 
Sewerage 

Penalties/service charges 

Other charges for services 

Total operating revenues 

Operating expenses: 
Personal services 
Materials and supplies 
Insurance claims and expenses 
Repairs and maintenance 
Other services and charges 
Bad debt expenses 
Depreciation 

Total operating expenses 

Operating income (loss) 

Nonoperating revenues (expenses): 
Interest income 

Total nonoperating revenues and expenses 

Change in net assets 

Net assets - beginning 

Net assets - end of year 

Business Type Activities -
Enterprise Funds 

Water 
Fund 

121,087 

146,192 

(25,105) 

2,439 

2,439 

(22,666) 

769,109 

Sewer 
Fund 

$ 116,486 $ 

4,601 

133,402 
8,042 

11,590 

153,034 

177,339 

(24,305) 

6,758 

6,758 

(17,547) 

1,617,732 

Totals 

116,486 
133,402 

8,042 
16,191 

274,121 

48,123 
8,210 
4,426 

25,110 
30,739 

1,189 
28,395 

49,451 
1,218 

10,177 
27,193 
30,197 

1,530 
57,573 

97,574 
9,428 

14,603 
52,303 
60,936 

2,719 
85,968 

323,531 

(49,410) 

9,197 

9,197 

(40,213) 

2,386,841 

$ 746,443 $ 1,600,185 $ 2,346,628 

The accompanying notes are an integral part of this fmancial statement. 
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TOWN OF CULLEN, LOUISIANA 
Statements of Cash Flows 
Proprietary Funds 
Years Ended June 30, 2004 

STATEMENT I 

Cash flows from operating activities: 
Cash received from customers 
Other operating cash receipts 
Cash payments for supplies and services 
Cash payni^nts to employees for service 
Other operating cash payments 
Opertaing transfer (lo)/from other funds 
Net cash provided by operating activities 

Cash flows from noncapital flnancing activities: 
Net increase in meter deposits 

Net cash used for noncapital financing activities 

Cash flows from capital and related flnancing activities: 
Acquisition and construction of capital assets 
Net cash used for capital and related financing activities 

Cash flows from investing activities: 
Interest on interest-bearing deposits 
Reinvestment of interest earned 
Net cash provided by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash axid cash equivalents at end of year 

Business Type Activities -
Enterprise Funds 

Water 
Fund 

$ 115,767 
4,601 

(7,459) 
(48,121) 
(60,275) 
(1,825) 
2.688 

486 

486 

-

2,439 
(2,439) 

-

3,174 

18,096 

$ 21,270 

S 

$_ 

Sewer 
Fund 

130,793 
19,632 

212 
(48,768) 
(67,567) 
10,784 
45,086 

-

(5,800) 

(5.800) 

6,758 
(5,496) 

1,262 

40,548 

114,472 

155,020 

Totals 

$ 246,560 
24,233 
(7,247) 

(96,889) 
(127,842) 

8,959 
47,774 

486 

486 

(5,800) 

(5,800) 

9,197 
(7,935) 
1,262 

43,722 

132,568 

$ 176,290 

Reconciliation of operating income to net cash 
provided by operating activities: 
Operating income (loss) 
Adjustments to reconcile operating income to net cash 
provided by operating activities: 
Depreciation 
Bad debt 
Chajî es in assets and liabilities -

Decrease (increase) in accounts receivable 
Decrease (increase) in accounts receivable - other 
Decrease (increase) interfund loans 
hicrease (decrease) in accounts payable 
Increase (decrease) in accrued compensated absences 

Net cash provided by operating activities 

(25,105) I (24,305) $ (49,410) 

$ 

28,394 
1,189 

(764) 
46 

(1,825) 
751 

2 

2,688 $ 

57,573 
1,530 

(2,608) 
-

10,784 
1,430 

682 

45,086 

85,967 
2,719 

(3,372) 
46 

8,959 
2,181 

684 

$ 47,774 

The accompanying notes are an integral part of this fmancial statement. 
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TOWN OF CULLEN, LOUISLWA 

NOTES TO THE FINANCIAL STATEMENTS 
As of and for the Year Ended June 30,2004 

INTRODUCTIGN 

The Town of Cullen was incorporated June 16, 1955, under the provisions ofthe Lawrason Act and 

is located in northern Webster Parish. The Town operates under a Mayor-Board of Aldermen form 

of govemment and provides the following services as authorized by its charter: general 

administrative services, public safety (police and fire), highways and streets, sanitation, health and 

social services, culture-recreation, public improvements, and plaiming and zoning. The Board of 

Aldermen is made up of five members who are elected by the citizens of Cullen to serve four-year 

terms. They are compensated for their services. 

The accounting and reporting policies ofthe Town of CuUen conform to generally accepted 

accounting principles as appHcable to govemments. Such accounting and reporting procedures also 

conform to the requirements ofthe Louisiana Municipal Audit and Accounting Guide and to the 

industry audit guide, Audits of State and Local Govemmental Units. 

GASB Statement No. 14, The Reporting Entity., established criteria for determining the govemmental 

reporting entity and component units that should be included within the reporting entity. Under 

provisions of this Statement, the municipality is considered a primary govemment, since it is a 

special purpose govemment that has a separately elected body, is legally separate, and is fiscally 

independent of other state or local govemments. As used in GASB Statement No. 14, fiscally 

independent means that the municipality may, without the approval or consent of another 

govemmental entity, determine or modify its own budget, levy its own taxes or set rates or charges, 

and issue bonded debt. Certain units of local govemment over which the Town exercises no 

financial accountability are excluded from the accompanying financial statements. These units of 

govemment are considered separate reporting entities and issue financial statements separate from 

those ofthe Tovm of Cullen. 

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Government-Wide and Fund Financial Statements 

The govemment-wide financial statements (i.e., the statement of net assets and the statement of 

changes in net assets) report information on all of the nonfiduciary activities of the primary 

govemment and its component units. For the most part, the effect of interfund activity has been 

removed from these statements. Govemmental activities, which normally are supported by taxes and 
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TOWN OF CULLEN, LOUISL\NA 

NOTES TO THE FINANCLM. STATEMENTS 

As of and for the Year Ended June 30,2004 

intergovernmental revenues, are reported separately from business-type activities, which rely to a 

significant extent on fees and charges for support. 

The statement of activities demonstrates the degree to which the direct expenses of a given function 

or segment are offset by program revenues. Direct expenses are those that are clearly identifiable 

with a specific function or segment. Program revenues include 1) charges to customers or applicants 

who purchase, use or directly benefit from goods, services, or privileges provided by a given frinction 

or segment and 2) grants and contributions that are restricted to meeting the operational or capital 

requirements of a particular function or segment. Taxes and other items not properly included 

among program revenues are reported instead as general revenues. 

Separate fmancial statements are provided for govemmental funds and proprietary funds. Major 

individual govemmental funds and major enterprise funds are reported as separate columns in the 

fund financial statements. 

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

The goverrunent-wide fmancial statements are reported using the economic resources measurement 

focus and the accmal basis of accounting, as are the proprietary fund. Revenues are recorded when 

eamed and expenses are recorded when a liability is incurred, regardless ofthe timing of related cash 

flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and 

similar items are recognized as revenue as soon as all eligibility requirements imposed by the 

provider have been met. 

Govemmental fund fmancial statements are reported using the current financial resources 

measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon 

as they are both measurable and available. Revenues are considered to be available when they are 

collectible within the current period or soon enough thereafter to pay liabilities ofthe current period. 

For this purpose, the govemment considers revenues to be available if they are collected within 60 

days of the end of the current fiscal period. Expenditures generally are recorded when a liability is 

incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures 

related to compensated absences and claims and judgments, are recorded only when payment is due. 

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all 

considered susceptible to accmal and so have been recognized as revenues of the current fiscal 
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TOWN OF CULLEN, LOUISLVNA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 3 0, 2004 

period. Only the portion of special assessment receivable due within the current fiscal period is 

considered to be susceptible to accmal as revenue ofthe current period. All other revenue items are 

considered to be measurable and available only when cash is received by the govemment. 

The municipality reports the following major governmental funds: 

The General Fund is the municipality's primary operating fund. It accounts for all financial 

resources, ofthe general govemment, except those required to be accounted for in another fund. 

The Two Percent Sales Tax Fund accounts for the receipt and use of the municipality's two 

percent (2%) sales and use tax levied by the Town of Cullen to be used for any lawful purpose 

for the Town. 

The municipality reports the following major proprietary funds: 

The Water Fund accounts for the receipts and use ofthe municipality's water system. 

The Sewer Fund accounts for the receipts and use ofthe municipality's sewer system. 

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, 

generally are followed in both the govemment-wide and proprietary fund financial statements to the 

extent that those standards do not conflict with or contradict guidance of the Govemmental 

Accounting Standards Board. Govemments also have the option of following subsequent private-

sector guidance for their business-type activities and enterprise funds, subject to the same limitation. 

The govemment has elected not to follow subsequent private-sector guidance. 

As a general mle the effect of interfund activity has been eluninated from the govemment-wide 

fmancial statements. Exceptions to this general rule are payments-in-Iieu of taxes and other charges 

between the government's enterprise operations. Eliminations of these charges would distort direct 

costs and program revenues reported for the various functions concemed. 

Amounts reported as program revenues include I) charges to customers or applicants for goods, 

services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and 

contributions, including special assessments. Intemally dedicated resources are reported as general 

revenues rather than as program revenues. Likewise, general revenues include all taxes. 
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TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 30,2004 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating 

revenues and expenses generally resuh from providmg services and producing and delivering goods 

in connection with a proprietary fiznd's principal ongoing operations. The principal operating 

revenues of the proprietary funds are from charges for water and sewerage services. Operating 

expenses for enterprise funds include the cost of sales and services, administrative expenses, and 

depreciation on capital assets. All revenues and expenses not meeting this definition are reported as 

nonoperating revenues and expenses. 

When both restricted and unrestricted resources are available for use, it is the municipality's policy 

to use restricted resources first, then unrestricted resources as they are needed. 

C. Deposits and investments 

The municipality's cash and cash equivalents are considered to be cash on hand, demand deposits, 

and short-term investment with original maturities of three months or less from the date of 

acquisition. State law and the municipality's investment policy allow the municipality to invest in 

collateralized certificates of deposits, govemment backed securities, commercial paper, the state 

sponsored investment pool, and mutual funds consisting solely of goverrunent backed securities. 

Investments for the municipality, as well as for its component units, are reported at fair value. The 

state investment pool (LAMP) operates in accordance with state laws and regulations. The reported 

value ofthe pool is the same as the fair value ofthe pool shares. 

D. Receivables and payables 

Activity between funds that are representative of lending'borrowing arrangements outstanding at the 

end of the fiscal year are referred to as due to/from other funds. Any residual balances outstanding 

between the govemmental activities and business-type activities are reported in the govemment-wide 

financial statements as "intemal balances." 

In the government-wide statements, receivables consist of all revenues eamed at year-end and not yet 

received. Major receivable balances for the govemmental activities include sales and use taxes, 

franchise taxes, police fines, and grants. 
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TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 
As of and for the Year Ended June 30,2004 

Business-type activities report utilities as their major receivable. The Town considers substantially 
all customers' utility receivables and other receivables to be fully collectible; accordingly, an 
allowance for doubtful accounts is not required. If amounts become uncollectible, in the opinion of 
management, they are charged to operations at that time. 

In the fund financial statements, material receivables in govemmental funds include revenue accruals 
such as sales tax, franchise tax, grants and other intergovernmental revenues since they are usually 
both measurable and available. Nonexchange transactions collectible but not available are deferred 
in the fund financial statements in accordance with modified accmal, but not deferred in the 
govemment-wide fmancial statements in accordance with the accmal basis. Interest and investment 
earnings are recorded when eamed and only if paid within 60 days since they would be considered 
both measurable and available. 

Advalorem taxes 
For the year ended June 30, 2004, taxes of 7.62 mills were levied on property with assessed 
valuations totaling $1,475,050 and were dedicated as follows: 

General corporate purposes 7.62 mills 

Ad valorem taxes attach as an enforceable lien on the valuation of property as of January I, of each 
year. The Town of Cullen bills and collects its property taxes using the assessed values determined 
by the tax assessor of Webster Parish. Total taxes levied were $11,240. 

Sales taxes 
The voters ofthe Town of Cullen approved a 1% sales and use tax on January 20,1970. The 
proposition approved by the voters specifies that the revenue may be used for any lawful corporate 
purpose. On November 21, 1987, the voters approved a 1/2% sales and use tax which specifies that 
the revenue may be used for the purpose of constmcting, operating and maintaining the sewer 
system, waterworks, garbage collection and waste disposal facilities, fire department stations and 
related facilities, public parks and related facilities, and streets, alleys, sidewalks and bridges and for 
payment of salaries of non-elected municipal employees. 

On April 29, 1995, the voters approved an additional 1% sales and use tax which specifies that 
revenue may be used for any lawful purpose for the town and authority to fund the tax proceeds into 
bonds to pay the costs of any lawful capital improvements for the town. 
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TOWN OF CULLEN, LOUISLWA 

NOTES TO THE FINANCIAL STATEMENTS 
As of and for the Year Ended June 30, 2004 

£. Restricted assets 

For the year ended June 30,2004, the Town of Cullen received confiscated dmg revenues which are 
restricted for expenditure on dmg policing activities. The Town accounts for these revenues in the 
general fund as allowed by GASB Cod. Sec 1300.107 which notes that if the purpose is normally 
financed through the general fimd, that fund (instead of a special revenue fund) may be used to 
account for restricted resources and expenditures as long as applicable legal requirements can be 
satisfied. 

Certain proceeds ofthe General Fund Certificate of Indebtedness, Series 1999, as well as certain 
resources set aside for their repayment, are classified as restricted assets on the balance sheet because 
their use is limited by applicable covenants. 

There shall be set aside into a "Certificates of Indebtedness, Series 1999, Reserve Fund," an amount 
at least equal to 10% ofthe amount to be paid monthly into the Sinking Fund until there has been 
accumulated therem a sum equal to the highest combined principal and interest falling due in any 
succeeding year. The money in the Reserve Fund is to be used solely for the purpose of paying the 
principal and interest on the Certificate as which there would otherwise be default. 

Restricted assets in the Water Fund include cash and mvestments set aside for the refunding of 
customers' meter deposits. 

F. Capital assets 

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, 
bridges, sidewalks, and similar items), are reported in the applicable govemmental or busmess-type 
activities columns in the govemment-wide financial statements. Capital assets are capitalized at 
historical cost or estimated cost if historical cost is not available. Donated assets are recorded as 
capital assets at their estimated fair market value at the date of donation. The municipality maintains 
a threshold level of $2,500 or more for capitalizing capital assets. 

The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend asset lives are not capitalized. 
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TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 30, 2004 

Major outlays for capital assets and unprovements are capitalized as projects are constmcted. All 

capital assets, other than land, are depreciated using the straight-line method over the following 

useful lives: 

Estimated 

Description Lives 

Roads, bridges, and infrastructure 25-50 years 

Land improvements 10-30 years 

Buildings and building improvements 10-40 years 

Improvements other than buildings 10-33 years 

Fumiture and fixtures 5-15 years 

Vehicles 5-15 years 

Equipment 5-10 years 

G. Compensated absences 

Employees are allowed to accme ten days of sick leave each year. Employees can be paid sick leave 

only when sick. Since the employees' accumulating rights to receive compensation for future 

absences are contingent upon the absences being caused by future illnesses and such amounts cannot 

be reasonably estimated, a liability for unused sick leave is not recorded in the financial statements. 

Employees are granted annual leave as follows: 

> 3 years of service 5 days (40 hours) 

3-8 years of service 10 days (80 hours) 

> 8 years of service 15 days (120 hours) 

Annual leave is granted to each employee on their armiversary date of employment based on years of 

service. No carryover is allowed for annual leave. Upon termination of employment, an employee 

will be paid for unused vacation as ofthe termination date. 

Employees are also eligible to accumulate comp time. Comp time is overtime hours that the 

employee works which are accumulated to be taken at a later date. Any hours worked by an 

employee which is over the regular time of forty (40) hours is equal to one and one-half (1 Y2) hours 

of comp time. Upon termination, an employee is paid for unused comp time. Comp time is carried 
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TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 30, 2004 

forward indefinitely until used or paid to the employee. 

Both annual leave and comp time are recognized as a liability as the benefits are eamed by the 

employees when both ofthe following conditions are met: 

1. The employees' rights to receive compensation are attibutable to the services already 

rendered. 

2. It is probable that the employer will compensate the employees for the benefits through paid 

time offer some other means, such as cash payments at termination or retirement. 

The entire compensated absence liability is reported on the govemment-wide financial statements. 

For governmental fund financial statements, the current portion of unpaid compensated absences is 

the amount that is normally expected to be paid using expendable available financial resources. 

These amounts are recorded in the account "compensated absences payable" in the fund from which 

the employees who have accumulated leave are paid. The noncurrent portion ofthe liability is not 

reported. 

H. Long-term obligations 

The accounting treatment of long-term debt depends on whether the assets are used in govemmental 

fund operations or proprietary fund operations and whether they are reported in the govemment-wide 

or fund financial statements. 

All long-term debt to be repaid from govemmental and business-type resources are reported as 

liabilities in the govemment-wide statements. The long-term debt consists primarily of bonds 

payable and accrued compensated absences. 

Long-term debt for govemmental funds is not reported as liabilities in the fund financial statements. 

The debt proceeds are reported as other financing sources and payment of principle and interest 

reported as expenditures. The accounting for proprietary fund is the same in the fund statements as it 

is in the govemment-wide statements. 

I. Fund equity 

In the fund fmancial statements, govemmental funds report reservations of fund balances for 
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TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 30,2004 

amounts that are not available for appropriation or are legally restricted by parties for use for a 

specific purpose. Designafions of frind balance represent tentative management plans that are subject 

to change. 

J. Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted 

in the United States of America require management to make estimates and assumptions that affect 

the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 

date of the financial statements and the reported amounts of revenues, expenditures, and expenses 

during the reporting period. Actual results could differ from those estimates. 

2. Stewardship, compliance and accountability 

The Town follows the following budget practices: 

a) The Town Clerk prepares a proposed budget and submits same to the Mayor and Board of 

Aldermen no later than fifteen days prior to the beginning of each fiscal year. 

b) The public is notified that the proposed budget is available for public inspection. At the same 

time, a public hearing is called. 

c) A public hearing is held on the proposed budget at least ten days after publication ofthe call for 

the hearing. 

d) After the holding ofthe public hearing and completion of all action necessary to finalize and 

implement the budget, the budget is adopted through passage of an ordinance prior to the 

commencement ofthe fiscal year for which the budget is being adopted. 

e) Budgetary amendments involving the transfer of funds from one department, program or funcfion 

to another or involving increases or decreases m expenditures resulting from revenues exceeding 

or failing to meet amounts estimated require the approval ofthe Board of Aldermen. 

f) All budgetary appropriations lapse at the end of each fiscal year. 
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g) Budgets for the General and Special Revenue Funds were adopted on a cash basis for the year 

ended June 30, 2004. Budgeted amounts, as originally adopted, are amended from time to time 

by the Board of Aldermen. Such amendments were not material in relation to the original 

appropriations. Budgets comparisons are not presented for the Special Revenue Fund - Rural 

Development Revolving Loan Program Grant due to the restriction of these funds for the 

purposes authorized by the underlying grant. 

h) The revenues and expenditures presented on Page 14 using the GAAP basis are reconciled with 

the Actual on Budgetary Basis presented on Pages 40, 41 and 46 as follows: 

General 
Fund 

Special 
Revenue 

Funds 
Net change in fijnd balance (GAAP Basis) $ (53,095) (13,630) 

Adjustments: 

(Increase) decrease receivables (49,428) (2,388) 

Increase (decrease) payables 34,966 

Revolving Loan Program ^ 9,555 

Net change in frind balance (CASH Basis) $ (67.557') ( 6.4631 

3, Cash and cash equivalents 

At June 30, 2004, the Town of Cullen had cash and cash equivalents totaling $309,514 as 

follows: 

Petty cash 

Demand deposits 

Certificates of deposit 

Total 

These deposits are stated at cost, which approximates market. Under state law, these deposits (or the 

resulting bank balances) must be secured by federal deposit insurance or the pledge of securities 

owned by the fiscal agent bank. The market value ofthe pledged securities plus the federal deposit 
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insurance must at all times equal the amount on deposit with the fiscal agent. These securities are 

held in the name ofthe pledging fiscal agent bank in a holding or custodial bank that is mutually 

acceptable to both parties. 

At June 30, 2004, the Town of Cullen had $316,111 in bank deposits. These deposits are secured 

from risk by $101,047 of federal deposit insurance and $217,679 of pledged securities held by the 

custodial bank in the name ofthe fiscal agent bank (GASB Category 3). 

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions 

of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requfrement on the 

custodial bank to advertise and sell the pledged securities within 10 days of being notified by the 

Town that the fiscal agent has failed to pay deposited fimds upon demand. 

4. Investments 

Investments held at the Town of Cullen consist of $955,412 in the Louisiana Asset Management Pool 

(LAMP), a local govemment investment pool. In accordance with GASB Codification Section 

150.126, the investment in LAMP at the Town of Cullen is not categorized in the three risk categories 

provided by GASB Codification Section 150.125 because the investment is in the pool of funds and 

therefore not evidenced by seciuities that exist in physical or book entry form. 

LAMP is administered by LAMP, Inc., a non-profit corporation organized under the laws ofthe State 

of Louisiana. Only local government entities having contracted to participate in LAMP have an 

investment interest in its pool of assets. The primary objective of LAMP is to provide a safe 

environment for the placement of public funds in short-term, high quality investments. The LAMP 

portfolio includes only securities and other obligations m which local govemments in Louisiana are 

authorized to invest in accordance with LSA - R.S. 33:2955. Accordingly, LAMP mvestments are 

restricted to securifies issued, guaranteed, or backed by the U.S. Treasury, the U.S. Govemment, or 

one of its agencies, enterprises, or instmmentalities, as well as repurchase agreements collateralized 

by those securities. 

Effective August 1,2001, LAMP'S investment guidelines were amended to permit the investment in 

government-only money market funds. In its 2001 Regular Session, the Louisiana Legislature 

(Senate Bill No. 512, Act 701) enacted LSA-R.S. 33:2955(A)(l)(h) which allows all municipalities, 

parishes, school boards, and any other political subdivisions ofthe State to invest in "Investment 
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grade (A-l/P-1) commercial paper ofthe domestic United States corporations." Effective October 1, 
2001, LAMP'S Investment Guidelines were amended to allow the limited investment in A-i or A-1+ 
commercial paper. 

The dollar weighted average portfolio maturity of LAMP assets is restricted to not more than 90 
days, and consists of no securities with a maturity in excess of 397 days. LAMP is designed to be 
highly liquid to give its participants immediate access to their account balances. The investments in 
LAMP are stated at fair value based on quoted market rates. The fair value is determined on a 
weekly basis by LAMP and the value ofthe position in the extemal investment pool is the same as 
the value ofthe pool shares. 

LAMP, Inc. is subject to the regulatory oversight of the state treasurer and the board of directors. 
LAMP is not registered with the SEC as an investment company. 

5. Receivables 

The receivables of $89,900 at June 30, 2004 within the govemmental funds are as follows: 

Class of receivable: 

Taxes: 

Advalorem 

Sales and use 

Franchise 

Intergo vemmental: 
State 

Local 

Accounts - Garbage service 

Note receivable 

Other 

General 

Fund 

$ 998 

-

2,392 

44,916 

5,670 

6,959 

-

3,261 

Special 

Revenue 

Fund 

-

10,569 

-

-

-

-

15,135 
_ 

Total 

998 

10,569 

2,392 

44,916 

5,670 

6,959 

15,135 

L261 

Total $§MM 21204 89.900 

All receivables are considered fully collectible and, therefore, no allowance for uncollectible 
amounts is provided. If amounts become uncollectible, they are charged to operations when that 
determination is made. 

30 



TOWN OF CULLEN, LOUISIANA 

NOTES TO THE FINANCIAL STATEMENTS 

As of and for the Year Ended June 30,2004 

6. Interfund receivables/payables 

During the course of operations, niunerous transactions occur between individual funds for goods 

provided or services rendered. These receivables and payables are classified as "due from other 

funds" or "due to other funds" on the balance sheet. At June 30, 2004, such interfund receivables and 

payables were as follows: 

General Fund 

Special Revenue Funds 

Enterprise Fund 

Interfund 

Receivables 

$ 44,451 

-

28,984 

$ 73,435 

Interfund 

Payables 

28,984 

85 

44,366 

73.435 

7. Capital assets 

Capital assets and depreciation activity as of and for the year ended June 30, 2004, for the primary 

govemment is as follows: 

Beginning 
Balance 

Govemmental activities: 
Capital assets, not being depreciated 
Land 
Construction in progress 

Total c&pital assets, not being depreciated 

Capital assets, being depreciated 
Buildings 
Equipment 
Vehicles 

Total capital assets being depreciated 

Less accumulated depreciation for: 
Buildings 
Equipment 
Vehicles 

Total accumulated depreciation 

Total capital assets being depreciated, net 

Increases Decreases 

69,693 
. 

69.693 

458,569 

16,783 

536.120 

1.011.472 

117,759 

9,666 

193.667 

321.092 

690.380 

12,504 

12.504 

7,220 

40.695 

47,915 

11.464 

2,050 

38,573 

52.087 

r4.]72^ 

Ending 
Balance 

69,693 
12.504 
82.197 

458,569 
24,003 

576.815 
1,059.387 

129,223 
11,716 

232,240 
373.179 

686.208 
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7. Capital assets (cent') 

Business-type activities: 

Capital assets, not being depreciated 

Land 

Total capital assets, not being depreciated 

Capital assets, being depreciated 

Buildings 

Improvements other than buildings 

Equipment 

Total capital assets being depreciated 

Less accumulated depreciation for: 

Buildings 

Improvements other than buildings 

Equipment 

Total accumulated depreciation 

Total capital assets being depreciated, net 

Beginning 

Balance 

7,675 

7,675 

3,745 

3,122,932 

602.662 

3,729.339 

3,745 

1,697,675 

587,355 

2,288.775 

1,440,564 

Increases Decreases 

_ 
. 

-

-

5,800 

5,800 

-

79,342 

6,626 

85.968 

(78,1681 

Ending 

Balance 

7.675 

7.675 

3,745 

3,122,932 

608,462 

3,735,139 

3,745 

1,777,017 

593.981 

2.374.743 

1.360.396 

8. Long-term obligations 

The following is a sununary of changes in long-term debt for the year ended June 30,2004: 

Long-term obligations at July 1, 2003 
Deductions 
Long-term obligations at June 30, 2004 

Certificate of Compensated 
Indebtedness Absences 

$ 64,567 7,596 
(18,368) (2,451) 
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The following is a summary ofthe current (due in one year or less) and the long-term (due in more 
than one year) portions of long-term obligations as of June 30, 2004: 

Certificate of Compensated 
Indebtedness Absences Total 

Current portion $19,603 1,985 21,588 
Long-term portion 26.596 3,160 29.756 
Total !R 46.199 ^ A l 51.344 

Bonds at June 30, 2004, are comprised ofthe following individual issues: 

Certificates of Indebtedness, Series 1999: 
$120,165 Certificates of Indebtedness, Series 1999, 
dated November 4, 1999; due in monthly installments 
installments of $1,281 through November 4, 2009; 
interest at 4 %% $ 46,199 

The annual requirements to amortize all debt outstanding as of June 30, 2004, including interest 
payments of $3,747 are presented below: 

Year Ending Certificates of 
June 30. 

2005 

2006 

2007 

2008 

Indebtedness 
$ 15,374 

15,374 

15,374 

3.824 

S 49.946 

Management has been paying and plans to pay in the future an additional $500 per month on the 
outstanding certificates of indebtedness. If these payments are made then the total requirements to 
amortize the debt will be $48,844. 

In accordance with R.S. 39:562, the municipality is legally restricted from incurring long-term 
bonded debt in excess of 35% ofthe assessed value of taxable property. At June 30, 2004, the 
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statutory limit is $516,268, and outstanding bonded debt totals $46,199. 

9. Retirement system 

Prior to the current fiscal year, the employees ofthe Town elected to terminate their participation in 
the Municipal Employee's Retuement System. The plan was terminated effective July 1, 1992, 
following the conclusion ofthe plan's prescribed waitmg period. All funds on deposit with the 
system were subsequently distributed to the employees according to plan terms and conditions. 
Subsequent to July 1, 1992 employees are covered by the Federal Social Security System. 

Municipal Police Employees Retirement System of Louisiana (System) 

Plan Description. All full-time police department employees engaged in law enforcement are 
required 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 1/3 percent of their final average salary for 
each 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. Employees who terminate with at 
least the amount of creditable service stated above, and do not withdraw their employee 
contributions, may retire at the ages specified above and receive the benefit accrued to their date of 
termination. The System also provides death and disability benefits. Benefits are established or 
amended by state statute. 

The System issues an annual publicly available financial report that includes financial statements and 
required supplementary information for the System. That report may be obtained by writing to the 
Municipal Police Employees Retirement System of Louisiana, 8401 United Plaza Boulevard, Baton 
Rouge, Louisiana 70809-2250, or by calling (225) 929-7411. 

Funding Policy. Plan members are required by state statute to contribute 7.5 percent of their annual 
covered salary and the Town of Cullen is required to contribute at an actuarially determined rate. 
The current rate is 15.25 percent of annual covered payroll. The contribution requirements of plan 
members and the Town of Cullen are established and may be amended by state statute. As provided 
by Louisiana Revised Statute 11:103, the employer contributions are determined by actuarial 
valuation and are subject to change each year based on the results ofthe valuation for the prior fiscal 
year. The Town of Cullen contributions to the System for the years ended June 30, 2004, 2003 and 
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2002, were $11,648, $9,183 and $9,157, respectively, equal to the required contributions for each 

year. 

10. Operating leases 

The Town of Cullen has two operating leases with Centurytel Telephone System. These leases are 

for telephone equipment for both City Hall and the Police Department. Both lease terms are for 60 

months with a monthly minimum rent of $49.99 for the City Hall system and $44.67 for the Police 

Department system. Operating lease payments for the year ended June 3 0, 2004 was $1,136. 

The minimum annual commitments under noncancelable operating leases are as follows: 

Fiscal Year Equipment 

2005 $1,136 

2006 1,136 

2007 1,136 

2008 678 

Total $ 4.086 

11. Revolving loan receivable 

The Town of Cullen was awarded $80,000 in funding for a Revolving Loan Fund under the Rural 

Business Enterprise Grant Program. The funds are being used in connection with a revolving loan 

program, established by the Town, to assist area small business development and expansion. 

In connection with the Revolving Loan Fund, one loan recipient is delinquent on repayment of a 

$45,000 loan made on May 1, 1988. The loan was secured by the mortgaged property. On July 2, 

2001, the town adopted a resolution to initiate foreclosure proceedings against the loan recipient for 

non-payment ofthe balance due on the note secured by the mortgaged property. On January 20, 

2004, the town entered a partial dation en paiement with Henry and Rudell Rhone. The total 

mortgage obligation owed to the town as of January 20, 2004, was $53,133.86, which includes 

$13,095 in accrued interest. The Rhone's transferred the mortgaged property, having an appraised 

value of $38,000 as partial satisfaction ofthe debt. As of June 30,2004, the total outstanding loan 

balance was $15,134, to be paid in monthly installments of $100 per month. During the fiscal year 

ended June 30, 2004, no payments have been received by the town and no action has been taken 
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regarding further collection proceedings on the remaining balance owed to the town. 

The town recognizes $38,000 of inventory as of June 30, 2004, which is made up of the building 

which was received as payment on the loan receivable. The town currently holds the building for 

sale. 

A second loan recipient is delinquent on repayment of a $ 10,000 loan made on March 1, 2001. The 

loan was secured by a second mortgage on the loan recipient's home. The total outstanding loan 

balance of $8,861 and interest receivable of $722 was written off as uncollectible during the year 

ended June 30,2004. On November 24, 2003, the Town received notice that the second loan 

recipient had filed for Chapter 13 bankruptcy. 

12. Deferred revenue 

At June 30, 2004, the town recorded deferred revenue total $49,770, primarily relating to reimbursement 

-type state grants not collected within 60 days after the end of the fiscal year. The town purchased 

equipment in connection with the grants and a request for reimbursement was submitted to the 

appropriate agencies as of June 30, 2004. 

13. Restricted assets 

For the govemmental activities, the restricted assets were applicable to the following at June 30, 
2004: 

Confiscated drug revenues $ 1,772 

Certificate of Indebtedness sinking fund 1,281 

Certificate of Indebtedness reserve fund 7.353 

Total $ 10,406 

For the business-type activities, restricted assets were applicable to the following at June 30, 2004: 

Customers'meter deposits - cash $ 3,374 

Customers' meter deposits - investment 21.106 

Total $ 24,480 
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14. On-behalf payments 

During the fiscal year ended June 30, 2004, the town's police chief and officers each received $300 

per month in police supplemental pay from the State of Louisiana, Department of Public Safety and 

Corrections, totaling $16,200. The town recognizes this supplemental pay received by the employees 

as revenues and expenditures ofthe town. The revenues are reported in the general fund and the 

expenditures are included in the public safety expenditures. 

15. Contingent liabilities 

At June 30, 2004, there was no litigation pending against the Town of Cullen. 

16. Risk management 

The town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 

errors and omissions; injuries to employees; and natural disasters. The town attempts to mmimize risk 

from significant losses through the purchase of insurance. 

17. Fund balance/retained earnings restatements 

Undesignated fund balance previously reported at June 30,2003, for the general fund and special revenue 

fund have been increased by $10,578, and $13,097, respectively, as follows: 
Special 

General Revenue 
Fund balance at beginning of year, as previously reported $ 150,141 235,809 

Adjustment for understatement of eamed revenues from FEMA 10,578 
Adjustment for understatement of interest receivable firom RBE loan ^ 13.097 

Fund balance at beginning of year, as restated $ 160,719 248,906 
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Total fund equity balance previously reported at June 30, 2003 for the water fund has been decreased by 

$5,000 as follows: 
Water 
Fund 

Fund equity at beginning of year, as previously reported $774,109 

Adjustment for overstatement of inventory (5,000) 

Fund equity at beginning of year, as restated $ 769,1 Qg 
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SCHEDULE la 

TOWN OF CULLEN, LOUISIANA 
Statement of Revenues, Expenditures, and Changes in Fund Balances 
Budget and Actual 

General Fund 
For the Year Ended June 30, Z004 

Revenues 
Taxes - ad valorem 
Licenses and permits 
Charges for services 
Fines and forfeitures 
Intergovernmental 
Interest 
Miscellaneous 

Total revenues 

Expenditures 
General Government 
Pubhc Safety 
Highway and streets 
Sanitation and health 
Debt service 

Total expenditures 

Excess (deficiency) of revenues over 
(under) expenditures 

Other Financing Sources (Uses) 
Operating transfers in 
Operating transfers out 

Total other financing sources (uses) 

Net change in fund balance 

Fund balance at beginning of year 

Fund balance at end of year 

Budgeted Amounts 
Original 

$ 11,350 
46,250 
63,000 
22,000 
34,750 

1,490 
4,670 

183,510 

96,059 
203,030 

19,500 
42,800 
21,375 

382,764 

(199,254) 

115,000 
(1,548) 

113,452 

(85,802) 

167,135 

$ 81,333 

Final 

S 11,350 
41,825 
63,000 
27,000 
68,700 

1,315 
7,118 

220,308 

103,296 
236,318 

19,500 
40,545 
21,375 

421,034 

(200,726) 

108,500 
-

108,500 

(92,226) 

167,135 

$ 74,909 

Actual 
CASH 
Basis 

$ 10,281 
80,737 
63,544 
33,306 
30,624 

1,126 
6,946 

226,564 

97,084 
232,721 

16,810 
35,651 
20,874 

403,140 

(176,576) 

109,019 
-

109,019 

(67,557) 

167,135 

$ 99,578 

Variance with 
Final Budget 

Positive 
(Negative) 

$ (1,069) 
38,912 

544 
6,306 

(38,076) 
(189) 
(172) 

6,256 

6,212 
3,597 
2,690 
4,894 

501 

17,894 

24,150 

519 
-

519 

24,669 

_ 

$ 24,669 

The accompanying notes are an integral part of this statement 
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TOWN OF CULLEN, LOUISIANA 
Statement of Revenues, Expenditures and Changes in Fund Balances -

Budget and Actual 
Special Revenue Fund - Two Percent Sales Tax Fund 
For the Year Ended June 30,2004 

Revenues: 
Taxes - sales 
Interest 
Total revenues 

Expenditures: 
General government -

Collection expense 

Total expenditures 

Excess of revenues over expenditures 

Other financing (uses): 
Operating transfers out 

Total other financing (uses) 

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

Fund balance at beginning of year 

Fund balance at end of year 

Budgeted Amounts 

Original Budget 

Actual 
CASH 
Basis 

Variance with 
Final Budget 

Positive 
(Negative) 

83,000 $ 82,000 $ 89,049 $ 7,049 
100 250 291 41 

83,100 

1,175 

1,175 

81,925 

(13,075) 

7,537 

82,250 

1,250 

1,250 

81,000 

$ (5,538) $ 

(7,500) 

7,537 

89,340 

1,458 

1,458 

87,882 

(95,000) (88,500) (93,471) 

(95,000) (88,500) (93,471) 

(5,589) 

7,537 

37 $ 1,948 $ 

7,090 

(208) 

(208) 

6,882 

(4,971) 

(4,971) 

1,911 

1,911 

The accompanying notes are an integral part of this financial statement. 
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Note 1 - Budget basis 

The budget for the general flmd and special revenues funds are adopted on a cash basis. 

Note 2 - Explanation major changes from original budget to final budget 

Major changes to revenues budgeted in the General Fund 

Final budget reflects amendment to increase revenues to include grants received for the purchase of new 
police cars and equipment. 

Major changes to expenditures budgeted in the General Fund 
Final budget reflects amendment to increase the amount budgeted for capital outlay expenditures for 
public safety. 
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TOWN OF CULLEN, LOUISIANA 
Combining Balance Sheet 
Non-Major Governmental Funds 
June 30, 2004 

SCHEDULE 2 

ASSETS 
Cash and cash equivalents 
Investments 
Receivables 
Due from other funds 
Inventory 

Special 1 

One-half 
Percent 

Sales Tax 
Fund 

$ 19,450 
112,388 

2,115 
26,115 

-

Revenue 

Revolving 
Loan 

Program 
Fund 

$ 11,757 
-

15,134 
-

38,000 

Total 
Nonmajor 

Govemmental 
Funds 

$ 31,207 
112,388 

17,249 
26,115 
38,000 

Total assets $ 160,068 $ 64,891 $ 224,959 

LIABILITIES AND FUND BALANCES 
Liabilities: 
Due to other funds 

Total liabilities 

85 $ 

85 

85 

85 

Fund balances: 
Unreserved, undesignated 

Total fund balances 

160,068 

160,068 

64,806 

64,806 

224,874 

224,874 

Total liabilities and fund balances $ 160,068 $ 64,891 $ 224,959 

The accompanying notes are an integral part of this statement. 
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TOWN OF CULLEN, LOUISIANA 
Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances 

Non-Major Governmental Funds 
For the Year Ended June 30, 2004 

REVENUES 
Sales taxes 
Intergovernmental revenues: 
Federal grants 

Fines and forfeitures 
Investment earnings 
Other revenues 

Total revenues 

EXPENDITURES 
General govemment 
Culture and recreation 

Total expenditures 

Excess (deficiency) of revenues over 
(under) expenditures 

Special Revenue 

One-half 
Percent 

Sales Tax 
Fund 

$ 22,740 

-

-

1,245 
-

23,985 

518 
8,314 

8,832 

15,153 

OTHER FINANCING SOURCES (USES) 
Operating transfers out 

Total other financing sources 

Net change in fund balance 

Fund balances - beginning 
Fund balances - ending 

and uses 

(15,548) 

(15,548) 

(395) 

160,463 
$ 160,068 

Revolving 
Loan 

Program 
Fund 

$ 

-

-

103 
-

103 

9,658 
-

9,658 

(9,555) 

-

_ 

(9,555) 

74,361 
$ 64,806 

Total 
Nonmajor 

Govemmental 
Funds 

$ 22,740 

-

-

1,348 
-

24,088 

10,176 
8,314 

18,490 

5,598 

(15,548) 

(15,548) 

(9,950) 

234,824 
$ 224,874 

The accompanying notes are an integral part of this statement. 
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SCHEDULE 4 

TOWN OF CULLEN, LOUISIANA 
Statement of Revenues, Expenditures, and Changes in Fund Balances-
Budget and Actual 

Nonmajor Governmental Fund - One-half Percent Sales Tax Fund 
Year Ended June 30, 2004 

Revenues 
Sales tax 
Investment earnings 

Total revenues 

Expenditures 
General govemment 
Culture and recreation 

Total expenditures 

Excess (deficiency) of revenues over 
(under) expenditures 

Other Financing Sources 
Transfers in 

(Uses) 

Budgeted Amounts 
Original 

$ 20,750 
1,300 

22,050 

800 
7,000 

7,800 

14,250 

(20,000) 

Final 

$ 20,500 
1,150 

21,650 

3,325 
8,050 

11,375 

10,275 

(32,000) 

Actual 
CASH 
Basis 

$ 22,262 
1,245 

23,507 

519 
8,314 

8,833 

14,674 

(15,548) 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 1,762 
95 

1,857 

2,806 
(264) 

2,542 

4,399 

16,452 

Net change in fund balance (5,750) (21,725) (874) 20,851 

Fund balance at beginning of year 158,826 158,826 158,826 

Fund balance at end of year $ 153,076 $ 137,101 $ 157,952 $ 20,851 

See accompanying note to budgetary comparison schedules. 
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Schedule 5 

TOWN OF CULLEN, LOUISL^NA 

SCHEDULE OF COMPENSATION PAID BOARD MEMBERS 

June 30, 2004 

The Mayor and Board of Aldermen for the Town of CuUen were compensated for the year ended 

June 30, 2004 as follows: 

Floydean White 
Maude Underwood 
Myrtle Veal (does not receive compensation) 
Curtecia Kennedy 
Jennifer Rhone 
Andre' Washington 
Compensation paid 

Mavor 
$ 10,200 

-

-

-

-
-

$10,200 

Alderman 
-

1,500 
-

1,500 
1,500 
1,500 
6,000 
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WM. PEAflCE JAMIESON. C.P.A.(1991) 

MEMBERS 

AMERICAN INSTITUTE OF 
CERTIFIED PUBUC ACCOUNTANTS 

SOCIETY OF LOUISIANA 
CERTIFIED PUBLIC ACCOUNTANTS 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 

REPORTING BASED ON AN AUDIT OF FINANCL^ STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

The Honorable Floydean White, Mayor, 

and the Members ofthe Board of Aldermen 

Town of Cullen, Louisiana 

We have audited the financial statements ofthe govemmental activities, the business-type activities, 

each major fund, and the aggregate remaining fund information ofthe Town of Cullen, Louisiana, as 

of and for the year ended June 30, 2004, which collectively comprise the Town's basic fmancial 

statements and have issued our report thereon dated December 17, 2004, which was qualified 

because we could not determine the General Fund accounts receivable for ticket fines and accounts 

payable to other agencies balances. Except for the matters discussed previously regarding the 

accounts receivable and accounts payable to other agencies balances, we conducted our audit in 

accordance with auditing standards generally accepted in the United States of America and the 

standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General ofthe United States. 

Compliance 

As part of obtaining reasonable assurance about whether Town of Cullen, Louisiana's financial 

statements are free of material misstatement, we performed tests of its compliance with certain 

provisions oflaws, regulations, contracts and grants, noncompliance with which could have a direct 

and material effect on the determmation of financial statement amounts. However, providing an 

opinion on compliance with those provisions was not an objective of our audit and, accordingly, we 

do not express such an opinion. The results of our tests disclosed one instances of noncompliance 

that is required to be reported under Government Auditing Standards and is described in the 

accompanying Schedule of Current Year Findings as item 2004-1. 
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Intemal Control Over Financial Reporting 

In planning and performing our audit, we considered Town of Cullen, Louisiana's mtemal control 
over fmancial reporting in order to determine our auditing procedures for the purpose of expressing 
our opinion on the financial statements and not to provide assurance on the intemal control over 
financial reporting. However, we noted certain matters involving the intemal control over financial 
reporting and its operation that we considered to be reportable conditions. Reportable conditions 
involve matters coming to our attention relating to significant deficiencies in the design or operation 
ofthe internal control over financial reporting that, in our judgment, could adversely affect the Town 
of Cullen's ability to record, process, summarize, and report financial data consistent with the 
assertions of management in the financial statements. Reportable conditions are described in the 
accompanying Schedule of Current Year Findings as items 2004-2 though 2004-5. 

A material weakness is a condition in which the design or operation of one or more of the intemal 
control components does not reduce to a relatively low level the risk that misstatements 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 m the normal course of performing their assigned 
functions. Our consideration of the intemal control over financial reporting would not necessarily 
disclose all matters in the intemal control that might be reportable conditions, and, accordingly, 
would not necessarily disclose all reportable conditions that are also considered to be material 
weaknesses. However, ofthe reportable conditions described above, we consider item 2004-5 to be a 
material weakness. We also noted other matters involving the intemal control over financial 
reporting that we have reported to the management of the Town of CuUen, Louisiana, in a separate 
letter dated December 17, 2004. 

This report is intended for the information of management. Board of Alderman, the Legislative 
Auditor of the State of Louisiana and is not intended to be and should not be used by anyone other 
than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public document. 

0~,—\MN^ V j KVO^V'CYX C ^ 

Minden, Louisiana 
December 17,2004 
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TOWN OF CULLEN, LOUISLWA 

SCHEDULE OF CURRENT YEAR FINDINGS 

June 30, 2004 

COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS, AND GRANTS 

2004-1: Donating town funds 

The town may have violated Louisiana's constitution and state law by exceed its powers in 

donation town funds to noaprofit organizations. 

The town donated town funds to the following non-profit organizations: 

Bovs and Girls Club of Webster. Cullen site - The town has a cooperative endeavor agreement with the 

Boys and Girls Club of Webster, Cullen site to provide funds to assist in obtaining theu charter and daily 

operation ofthe club. During August, 2003, the town paid $4,000 to the club for its support. However, 

we were unable to determine the existence ofthe club at the time payment was made. 

CuUen Recreation District - The town has a cooperative endeavor agreement with the Cullen Recreation 

District to provide fijnding necessary to operate the park, not to exceed $2,000 annually. It appears that 

the town provided fimding in excess ofthe amount stated in the cooperative endeavor. No amendment to 

the existing endeavor was provided. 

We recommend that the town not donate public fimds to nonprofit organizations unless in agreement 

with the terms of a valid cooperative endeavor agreement and also, verification of supporting 

documentation from the organization to ensure that funding is used for proper purposes. 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

2004-2: Insufficient effort to collect delinquent utility accounts 

Description of finding: The town is not following its policy for collecting delinquent utility accounts. 

On May 1, 2004, the town adopted a new water cut-off policy which amended the old policy by requiring 

bills to be paid by the 20*̂  of the month. All bills not paid by the 20"̂  are to be cut-off The town's 

previous cut-off policy provided that customers who do not pay their bill by the end of the first month 

next succeeding the month in which the charge was incurred and for which it was billed, he shall be 

notified by the clerk of the town that such charge must be paid within ten days of the communication 

giving the notice, under penalty of having service disconnected. Continuing to provide services after the 
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TOWN OF CULLEN, LOUISLWA 

SCHEDULE OF CURRENT YEAR FINDINGS 

June 30, 2004 

cut-off date and not actively trymg to collect delinquent utility account balances is prohibited by 

Louisiana's constitution (Article Vn, Section 14(A) ofthe Louisiana Constitution of 1974). In addition, 

the continued operation and quality of service provided to customers depends on the town collecting for 

the services it provides. 

Although the town has amended its water cut-off policy, and entered into an agreement with a collection 

agency to try to collect delinquent accounts, we noted the following: 

• Our review of customers with balances overdue as of June 30, 2004 revealed that ninety-three 

(93) out of six hundred sixty-six accounts (666) were over sixty days past due. Of these 

accounts, forty-four customers with overdue balances were still actively receiving utility 

services. The receivable ofthe ninety-three accounts was $15,420, which represents 41% ofthe 

total receivable balance as of June 30, 2004, before proposed write-offs for uncollectible 

accounts. Therefore, the town was not following its cut-off policy. 

• In addition, overdue accounts were noted for employees of the town. The town is allowing 

employees to pay utility bills thru payroll deduction. 

The town should: 

• Enforce its cutoff policies and procedures to ensure that all delinquent accounts are collected on 

a timely basis or that service is disconnected. 

• Prohibit granting extensions to customers. 

• Require board approval before accounts are written off and continue to tum these accounts over 

to a collection agency for collection. 

• Discontinue allowing payment for ufility services thru payroll deduction by the town's 

employees. 

2004-3: Enforcement of town ordinance 

Description offindins: The town has not followed the appropriate procedures as stipulated in it's 

ordinance regarding requirements that landowners clear their premises. If any property owner 

situated within the corporate limits of Cullen shall fail or neglect to comply with the provisions of the 

town code conceming clearmg of premises, the mayor may, at his discretion, give the landowner a 

written "Notice to Comply." This written notice may be given by registered mail, or may be given 

through advertisement in the official joumal of the town for two consecutive days, and will give the 

owner at least ten days to comply with the requirements. If the owner fails to comply, the town may cut 

the grass, weeds, or other noxious growths or cause them to be cut and charge the owner for all of the 
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TOWN OF CULLEN, LOUISL\NA 

SCHEDULE OF CURRENT YEAR FINDINGS 

June 30,2004 

costs thereof, if done by any other than the town, or reasonable charges if done by the town. 

Our tests revealed that: 

• Although the town improved its efforts to give notice to property owners about compliance with 

the town's ordinance, efforts to collect payments are limited to letters to property owners 

notifying of amount due to the town. No effort was made to collect amounts from property 

owners for lot clearings incurred in April, 2004. 

• Lack of system to properly account for amounts receivable from property owners for costs 

incurred. As of June 30, 2004, the town incurred over $1,000 of unreimbursed lot cleaning 

expense. 

2004-4: Control over cellular phone usage and town assets 

Description of finding: The town provides a cellular phone to the Mayor and the Police Chief 

Although, the town adopted a formal cellular phone policy, it was not made effecfive until May 3, 2004. 

During our testwork, we noted that the town is incurring charges from Alltel for two cell phones. Also, 

the mayor obtained a separate cellular phone plan through AT&T Wireless. Through the AUtell cell 

phone plan, only one telephone is being used by the police chief. The other phone has not been cancelled, 

and subsequently the town is mcurring a monthly fee for an unused phone. 

We noted a substantial increase in the amount of usage of cellphones and cost to the town for cellular 

phone charges. A total of over $7,000 in cellular phone charges were paid by the Town of Cullen during 

the fiscal year ended June 30, 2004. 

We noted that all cellular phone charges were paid by the town, without maintaining proper 

documentation that bills were properly reviewed, and to ensure that the town did not mcur expenses for 

the personal usage of cellular phones. Personal use must be limited to incidental use while carrying on 

town business. 

We recommend that the town develop a system which provides the documentation to support that 

invoices are reviewed by persons knowledgeable about the nature of the calls, that personal calls are 

identified and payment for personal calls be made by the cell phone user and not be paid for with public 

funds. 
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TOWN OF CULLEN, LOUISLANA 

SCHEDULE OF CURRENT YEAR FINDINGS 

June 30,2004 

2004-5: Need to improve controls over traffic tickets, fine collection, and payable to other agencies 

Management of the police department is not adequately accounting for traffic tickets and traffic 

citations are not reported to the Louisiana Department of PubUc Safety as required by law. Good 

controls require that records are maintained that account for the numerical sequence and final disposition 

of all issued citafions. 

Our review ofthe police department's traffic tickets revealed the following: 

• The town has no system that allow for the accounting ofthe numerical sequence of tickets 

issued. Without accoimting for the numerical sequence of fickets, there is no way to efficiently 

determine whether citations were issued or tickets were lost or voided. 

• Traffic tickets are not reported to the Department of Public Safety (DPS). Failure to report these 

violations to DPS results in inaccuracies in the offenders' driving records and is in violation of 

state law. 

• There are no detailed written procedures for accounting for, processing receipts and ensuring 

collection of unpaid tickets fines ofthe General Fund. 

• Because of inadequate accounting records, we were unable to detennine the accounts receivable 

for ticket fines and related allowance for uncollectible accounts at June 30, 2004. 

• There is not system to ensure collection of unpaid tickets. 

• The accounts payable due to other agencies for court costs received from fines collected as of 

June 30, 2004 was $14,697. No reconciliation of this account to any supporting detail has been 

performed since Febmary, 2004. 

We recommend that the management ofthe town should: 

• Account for the numerical sequence of all citations issued and the final disposition of those 

citations monthly. 

• Separate the functions of record keeping for citations and collecting fines and preparing deposits. 

• Comply with state law and report all appropriate traffic violations to DPS. 

• Prepare detailed written procedures for accounting for and processing ticket fines receivable. 

• Develop a system to account for ticket fines receivable and reconcile to the general ledger and 

ensure proper collection of unpaid tickets. 

• Develop a system to reconcile amounts payable to other agencies for coiut costs collected. 
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December 29.2004 

Jamieson, Wise & Martin, APAC 
Attn: KristineCole 
P.O. Box 897 
Minden, l A 71058 

RE: Reply to schcduleof Cunent YearPindings 
June 30,2004 Audit 

Dear Kiistine: 

In rcgaid to your exit interview on December 28, 2004, the Mowing findings noted by 
your finn are addressed as following: 

2004-1: Donating Town funds to the followiii^ non-profit organizations 

The Boys & Giris Club of W^>ster - Cullen Site received $4,000,00 during August for 
oporatlons. Your concern is whefhcr or not they were in existence. In June, 2003, a letter 
was presented to the Boaj^ of Aldermen requesting funds. At the time, tihe Boys and 
Girls Cl\ib was in existence, however as of now, the Boys and Girls Qub is inactive in 
tiiis area; tiierefore ihfi Town will not be making such donations. 

The CuUen Recreation J^trict is provided $2,000 annually. Ihe overpayment to this 
district was an eiror on the part of the Town Cleik. It was not intentioiaal and when it 
was realized that too much money had hem paid, no more was paid out This was 
discussed with the auditors as to what could be done to rectify the error, it was suggested 
that the fimding for 2004/2005 be reduced in tiie same amount as tiie overpayment, but it 
was too late to do this, because only a flew days earlier, a partial payment on a large 
invoice had depleted their lEunding firom the Town for this fiscal year. In the fUture, every 
effort will be made to ensure tiiat the Cooperative Bndcavor Agreement is followed and 
tiiat no more tiian $2000.00 is paid to tiie CuUen Recreation District We have for the 
past several years only reimbursed tiie District for invoices tiiat tiiey have presented to tiie 
Town; tiierefore the Town does have in the files supporting documentation for. this 
mon^. 
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Town of Cullen 
Schedule of Curreat Year Findings 
June 30,2004 Audit 
Page Two 

2004.2: IntufiQclent effort to collect delinquent utOity accounts 

The Town will increase its efforts to enforce the policy whidh amended tiie old policy by 
requiring bills to be paid by tiie 20tii of the montiL The cutroff policy for delinquent 
accounts will be adhered to and service will be disconnected. 

Extensions will not be granted to customers routinely. 

A past-due list will be presented to tiie Board of Aldermen at tiie Coundl Meeting. 
Accounts will not be written off without approval fix>m tile Board of Aldermen, and tiie 
accounts written off will be turned over to a collection agency in an attempt to collect tiie 
fbnds. 

The Town will quit allowing employees to use a payroll deduction to pay tiieir utility 
bills. 

2004.3: Enforcement of Town ordinance 

The Town will pm a system in place to properly account for property behig cut or 
cleared. Efforts will be made to collect tiie amounts owed by property owners whm the 
Town has had no choice but to cut tiie lots. Invoices will be inailed. If not paid, it will be 
placed as a lien on the property and will be due and payable when prop^y taxes are paid. 

2004.4: Control over cellular plione usage and Town assets 

The Town has adopted a new cellular phone policy and dianges have been made with 
regards to who is using a cell phone. The charges for tiie two phones firom AllTel were 
canceled when the contract expired. This phone was being used by the Chief of PoUce. 
He did not get anotiier cell phone tiirough the Town and has been paying the entire cost 
of his cell phone plan. The only person now using a cell phone is tiie Mayor. Bills will 
be properiy reviewed by the cell phone us^ and personal calls will be noted and tiie 
Town reimbursed for said calls. The cell phone bills will be signed by tiie Mayor (and 
the new Chief of Police, if a cell phone is used) certifying tiiat all calls not reimbursed by 
tiic us«r are business calls and not personal. The Town will make every effort to ensure 
that tiie Town does not incur expenses for tiie personal usage of cellular phones. 
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Town of CuUen 
Schedule of Current Year Findings 
Pagetiiree 

2004.5: Need to improve controls over traffic tickets, fine collection, and payaMe to 
other agendes 

The Town does in feet have a system of accounting for the numerical sequence of tickets. 
The ticket books are kept locked xip and poUce ofSoers must sign when receivbg a new 
ticket book beside the number sequence of that book. The yeUow copies of tiie old books 
are si^iposed to be turned in and initialed when that book is turned in beside the numbers 
in tiiat particular book. These tidcets were lodced and the out-going Chief was not 
available at any time during tiie Audit to unlock the safe where tiie books are kept This 
system wiU be continued and enforced by the new Chief of Police to sisure that traSSic 
tidcets are accounted for. 

A new employee was hired to handle the trafGlc tickets, the Court records and the record 
keeping for the Police Department and Mayor's Court There were no detailed written 
procedures for tins employee to foUow and she has been struggling to know what to do 
and how to do it Written procedures wiU be developed and put into place for someone to 
foUow. Separating tiie functions of record keeping for citations and ooUecting fines and 
pnpmDg dqwsits wiU be difBcult as tiie Town only has one person in ttie FoUce 
Department This employee does not make tiie deposits, but brings the money tiiat she 
has coUected for fines to the Town Office personnel and they make the deposit It is 
possible that policy can be changed and the PoUce Dqpartment will no longer take in any 
fine money,, but wiU continue to handle the record keeping. AU cash receipts and 
dq>osits whl be handled by Town office personnel. 

The Town wUl begin immediately to con^)ly witii tiic State law hi reporting aU 
^>propriate traffic violations. 

Procedures wiU be developed and written in detail to include the accounting for tiie 
mmicdical sequence of tickets, the proper procedures fbr collecting fines, the processing 
ofthe tickets and tiie fines which arc receivable. 

A computer program wiU be set xtp, if possible, to txwck tiie tickets, tiie fines receivable, 
the fines paid and give us proper totals for amounts that is receivable to the Town, 
amotmts that tiie Town has coUected and is holding as a Payable to other agencies, which 
includes all court costs, tiie Mayor's Court costs, the Ward H Court coUections and the 
fines payable to the Town's Genraal Fund. If unable to set up a computer program, tiiis 
wiU be done manuaUy on spread sheets. This system should also address the 
rccondliation of amounts payable to other agencies, for all court costs coUected, 

Yours truly, 

FloydeaoWhite, Mayor 
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TOWN OF CULLEN, LOUISL\NA 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

June 30, 2004 

There were eight findings related to the financial statements for the year ended June 30, 2003, as follows: 

2003-1 Finding: The town is not following its policy for collecting delinquent utility accounts. 

Status: Uru-esolved. See finding 2004-2. 

2003-2 Finding: Town needs to improve controls over water, sewer, and garbage receivables and 

customer meter deposits. 

Status: Resolved. 

2003-3 Finding: Detailed fixed asset records are not current, equipment is not tagged and physical 

inventories for these assets are not conducted annually. 

Status: Resolved. 

2003-4 Finding: Deposits not made on daily basis. Town does not reconcile cash drawers daily. 

Status: Resolved. 

2003-5 Finding: Town is required to pay FEMA for difference in cleanup costs and revenues received 

from FEMA. 

Status: Resolved. 

2003-6 Finding: The Town has not followed the appropriate procedures as stipulated in it's ordinance 

regarding requirements that landowners clear their premises. 

Status: Unresolved. See finding 2004-3. 

2003-7 Finding: Town does not exercise controls over cellular phone usage and tovm assets. 

Status: Unresolved. See finding 2004-4. 

2003-8 Finding: During payroll testwork, we observed time cards being punched by other employees. 

Status: Resolved. 
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MANAGEMENT LETTER 

The Honorable Floydean White, Mayor, 

and the Members ofthe Board of Aldermen 

Town of Cullen, Louisiana 

We have audited the fmancial statements ofthe Town of Cullen, Louisiana, as of and for the year ended 

June 30, 2004, and have issued our report thereon dated December 17, 2004. As part of the audit, we 

noted certain matters that we want to bring to the attention of management for its consideration. We 

offer the following comments for the Town's consideration; 

1. The Council approved the requirement that customers whose name is on the cut-off list are 
required to pay an additional deposit, which would bring their deposit with the Town for utility 
services to $75. This requirements is not being enforced. We suggest that the Town evaluate its 
policy conceming the overall amount required for utility deposits for all customers and enforce the 
appropriate payment before services are rendered. 

2. Town needs to develop procedures to safeguard assets from thett. During the inventory 
observation and discussion with Town employees, small tools and equipment could not be located. 

3. Town needs to review the status and collectibility of loan receivable from Henry and Rudell Rhone 
and determine followup action regarding collection procedures. In addition, the town needs to 
determine insurance requirements for building received as partial payment of loan receivable from 
Henry and Rudell Rhone. 

4. Administrative department employees should be trained to enable them to complete their assigned 
duties. Noted employees have difficulty preparing daily cash reconciliations. In addition, the 
central filing system for accounting records and documents needs to maintained. Noted that some 
invoices and supporting documentation was more difficult to find. 

5. Checks returned to the Town for non-sufficient funds should be turned over to the District 
Attorney's hot check program. 
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6. Petty cash should be reconciled and replenished regularly. Employees should not take money from 
one drawer to balance another drawer. 

This letter is intended for the information and use of the management of the Town of Cullen and is not 
intended to be, and should not be, used by anyone other than management. Under Louisiana Revised 
Statute 24:513, this letter is distributed by the Legislative Auditor as a public document. 

Very truly yours, 

Jamieson, Wise & Martin 
December 17, 2004 
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Office of Legislative Auditor 
Attn: Ms. Rebecca Thomas 
P. O. Box 94397 
Baton Rouge, LA 70804-9037 

Dear Ms. Thomas: 

This letter serves as the Town of Cullen's response to the management letter findings as 
presented in the audit ofthe Town of Cullen as of and for the year ended June 30, 2004. 
It is our understanding that the items listed in the management letter were administrative 
matters found in the audit and presented for management's consideration. Effective 
January I, 2005, the Town instated a new mayor and several newly elected council 
members. Below is our response to the management letter items: 

1. We intend to evaluate our current policy conceming the amounts required for 
ufility deposits and determine whether an amendment to the current policy is 
necessary. We intend to enforce the Town's adopted policy. 

2. The Town is aware ofthe needs to safeguard its assets from theft. Assets had 
always been kept inside a locked gate area, but we have implemented a locked 
tool room within this area. One employee has the key and all tools and 
equipment must be signed out by the employee using the tool and signed in by 
the employee who has the key. This process should appropriately safeguard 
the Town's assets. 

3. The Town has contacted our attorney, who stated that he will start procedures 
to see if there are fimds that are collectible for repayment of the Rural 
Business Enterprise Loan which was made to Henry and Rudell Rhone. The 
attorney also suggested getting quotes regarding the insurance on the building 
which was received as partial payment on the amounts owed by the Rhone's 
to the Town, to see if this insurance on an empty building would be cost 
effective. We will also contact Rural Development to see if the Town is 
required to insure the building. , 

4. The current administration intends to monitor and train all administrative 
department employees, so that they may properly fialfill their assigned duties. 



Office of Legislative Auditor 
Response to Management Letter 
Page Two 

This training has been in progress since everyone but one person left during 
the month of January, 2004. A total of four new employees were hired, of 
which two quit after working only a short time, so training was an on-going 
and, at times, a slow process. 

5. We will review the requirement to participate in the District Attorney's "hot 
check program" and determine the feasibility of participation in such a 
program. 

6. Our administrative employees currently attempt to reconcile petty cash on a 
daily basis. This petty cash consist of three petty cash drawers, plus a fourth 
drawer kept locked inside the safe, which holds packages of ones and rolls of 
change. We will review the system, currently in place, to monitor petty cash 
receipts and expenditures, to determine possible areas of improved controls 
over petty cash. Every effort will be made to determine the reason when the 
cash drawers do not balance and corrections made. We have three cash 
drawers with one being the drawer ofthe Town Clerk. This would be the only 
time that money would come from one cash drawer to another to balance it. 
The Town Clerk will balance the other two drawers, by taking their overage 
and paying them for their shortage to keep their drawer at the correct amount 
for beginning cash. Then her drawer will be balanced. Receipts will be 
written for any overage and that amount will be deposited, leaving that drawer 
balanced. If the drawer needs to be reimbursed, paid out tickets and shortages 
will be expensed out and a check will be written to bring her drawer back into 
balance. This process is not done on a daily basis, but when necessary. 

The Town of Cullen has always tried to follow correct procedures and do everything 
possible to see that this office meets compliance in all areas. We certainly intend to 
continue in this effort. If you have any questions, please feel free to call (318) 994-2263. 

Sincerely, 

TOWN OF CULLEN 

\lL ' / ^ ^ j ^ 

Bobby R. Washington 
Mayor 

BRWrnb 


