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INDEPENDENT AUDITOR’S REPORT

The Honorable Roger Lopez, Mayor
and Board cof Aldermen
Town of Zwolle, Louisiana

I have audited the accompanying general purpose financial statements of the Town
of Zwolle, Louisiana, and the combining, individual fund and account group
financial statements of the Town of Zwolle, Louisiana, as of May 31, 2000, and
for the year then ended, as listed in the table of contents., These financial
statements are the responsibility of the Town‘’s management. My responsibility
is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those
standards require that I plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the general purpose financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
general purpose financial statement presentation. I believe that my audit
provides a reascnable basis for my opinion.

In my opinion, the general purpose financial statements referred to in the first
paragraph present fairly, in all material respects, the financial position of the
Town of Zwolle, Louisiana, as of May 31, 2000, the results of its operations and
the cash flows of its proprietary fund type for the year then ended in conformity
with generally accepted accounting principles. Also, 1in my opinion, the
combining, individual fund, and account group financial statements referred to
in the first paragraph present fairly, in all material respects, the financial
position of each of the individual funds and account groups ©of the Town of Zwolle
at May 31, 2000, and the results of operaticns of such funds and the cash flows
of the individual proprietary fund for the year then ended, in conformity with
generally accepted accounting principles.

My audit was conducted =Zor the purpose of forming an opinion on the general
purpose financial statements taken as a whole and on the combining, individual
fund and account group financial statements. The accompanying financial
information listed as "Other Supplementary Information”™ in the table of contents
1s presented for purpcses of additional analysis and is not a required part of
the general purpose financial statements of the Town of Zwolle, Louisiana. Such
information has been subjected to the auditing procedures applied in the audit
of the general purpose, combining, individual fund and account group financial
statements and in my opunon, 1s fairly presented in all material respects in
relation to the financial statements of each of the respective individual funds
and account groups, taken as a whole.

In accordance with Government RAuditing Standards, I have also issued my report
dated November 28, 2000 ¢n my consideration of the Town of Zwolle, Louisiana’s
internal control over financial reporting and my tests of its compliance with
certain provisions of laws, regulations, contracts and grants,
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The financial statements for the year ended May 31, 1999, which are included for

comparative purposes, were taken from the financial report for that year in which
I expressed an vuvnqualified opinion dated November 26, 2000, on the general
purpose, combining, individual fund, and account group financial statements of

the Town of Zwoclle, Louisiana.

L

EUGENE W. FREMAUX 11, CPhA

November 28, 2000




GENERAL PURPOSE FINANCIAL STATEMENTS
(COMBINED STATEMENTS - OVERVIEW)
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TOWN OF ZWOLLE, LOUISIANA

EXHIBIT B

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUND TYPE
GENERAL FUND
YEARS ENDED MAY 31, 2000 AND 1999

Revenues:

Taxes

Licenses and permits
Intergovernmentai
Charges for services
Fines and forfeits
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety:
Police department
Fire departiment
Highways and streets
Health and sanitation
Recreation

Total expenditures

Excess of revenues
over expenditures

Fund balances, beginning of year

Fund balances, end of year

YEAR ENDED MAY 31

2000 1999
$327,243 $347,457
75,711 67,059
63,875 24,441
48,692 41,129
25,084 26,476
31,299 29,090
- 571,904 . 535,652
143,322 125,081
231,001 207,021
498 3,022
201,457 145,903
50,528 45,928
47,253 7,442
674,059 534,397
(102,155) 1,255
. 88,069 ~ 586,814
.$485,914 - $588,069

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENT OF REV

Operating revenues:
Water charges
Sewer charges
Tap, connect and reconnect fees
Total operating revenues

Operating experses:
Water Departiment.
Legal and accounting
Bad debt expense
Depreciation
Insurance
Miscellaneous
Office supplies
Payroll laxes
Rent
Repairs and maintenance
Salaries
Supplies
Telephone
Travel
Truck expense
Utilities
Total water departmaent expenses

Sewer Department:
Chemicals
Legal and accounting
Consuliant fees
Depreciation
Insurance
Miscellaneous
Office supplies
Payroll laxes
Repairs and mainienance
Salaries
Sewer testing
Supplies
Travel
Truck expenses
Utilities
Total sewer department expenses

Tolal operating expenses
Operating income (10s8)
Nonoperating revenues (expenses):

Inlerest income
Interest expense

Net income (1055)

Retained earnings, beginning of year

TOWN OF ZWOLLE, LOUISIANA )
ENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS -
PROPRIETARY FUND TYPE
YEARS ENDED MAY 31, 2000 AND 1939

Refained earnings (deficit), end of year

The accompanying notes are an integral pan of these stalemenis.
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EXHIBIT D

YEAR ENDED MAY 31,

2000

$176,213
79,275
23,324

. 278,812

1,725

844
30,324
6,102
16,053
1,773
3,434
1,828
8,914
45,096
18,243
231

824

2,103

L AT735
155,829

5,966
1,725

0
34,440
.779
2,512
80
1,145
6,290
15,021
4,185
4.370

O

b36
47,480
125,509

281,338

(2,526)

17,074
- (39,167)
{22,093)

{24,619)

_(65.814)

1989

$168,856
51,980
16,468

237,304

1,725
394
37,003
5,899
7,438
2,533
3,318
2,681
15,974
43,368
18,047
681
300
1,728
18,523

159,672

2,673
1725

0
30,592
2,632
1,566
0

901
12,497
14,783
4,185
5,397
0

797
34,536

109,184

| 268,856

(31,552)

15,809
(36,795)
(20,986)
(52,538)

(13,276)

. {965,814)
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TOWN OF ZWOLLE, LOUISIANA

COMPARATIVE STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPE

YEARS ENDED MAY 31, 2000 AND 1999

Cash fiows from operating activities:
Cash recejved from customers
Cash payments to suppliers and employees
Cash received from customers' deposits
Cash refunded for custormers' deposits

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Principal paid on revenue bonds
Grant funds received from Louisiana
Grant funds received from federal sources
Interest paid on revenue bonds
Payments for consturction activities
Payments for capital acquisitions

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

Cash flows from investing aclivities:
Receipt of interest

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating income (loss) to net cash
provided by operating activities,
Operating income ([0ss)

Adjusiments to reconcile operating income (loss) to net
cash provided by operating acflivities;
Depreciation
Provision for doubtful accounts receivable
(Increase) decrease in accounts receivable
(Increase} decrease in prepaid expenses
Increase (decrease) in sales taxes payable
Increase (decrease) in accounts payable
and accrued wages payable
Increase in customers' deposits
Increase (decrease) in due to other funds

Total adjustrents to operating income (loss)

Net cash provided by operating activities

2000

$268,212
(201,609)
5,330

_. _(4,595)

- 67,338

(10,872)
39,060
343,308
(38,528)
(380,054)
~ {8,500)

- (95,586)

17,074
- 17,074
28,826
392,953

$424,779

. ($2,526)

65,364
844

(10,600)

(542)
67

(40,798)
735
54,794
69,864

. $67,338

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

_ YEAR ENDED MAY 31,

1999

$243,916

(290,229)
4,950
(4,425)

(45.788)

(9,769)
417,042
75,457
(35,831)
(559,702)
(2,000)

{(114,803)

15,809
15,809
(144,782)

537,735

$392,953

((331,952)

67,595
354
6,612

(125)
15

39,049
525
(128,261

(14,236)

{$45,788)



TOWN OF ZWOLLE, LOUISTIANA

NOTES TO FINANCIAL STATEMENTS
MAY 31, 2000

(1) Summary of Significant Accounting Policies

The Town of 2wolle was incorporated September 13, 1889, under the provisions of a home
rule charter. The Town operates under a Mayor—-Board of Aldermen form of government.

The accounting and reporting policies of the Town of 2Zwolle conform to generally

accepted accounting principles (GAAP) as applicable to governments. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. Such

accounting and reporting procedures also conform to the requirements of Louisiana
Revised Statutes 24:517 and to the guides set forth in the Louisiana Governmental Audit
Guide, and to the industry audit guide, Audits of State and Local Governmental Units.

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

Principles determining scope of reporting entity
In evaluating how to define the Town of 2wolle for financial reporting purposes,
management has considered all potential component units. The decision €Lo include &
potential component unit in the reporting entity was made by applying the criteria set
forth in GaaP. The basic, but not only, criterion for including & potential component
unit within the reporting entity is the governing body’s ability to exercise oversight
responsibiliity. The most significant manifestation of this ability is financial
interdependency. Other manifestations o©f the ability to exercise oversgight
responsibility include, but are not limited to, the selection of governing authority,
the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential
component units 1s the scope of public service. Application of this criterion involves
considering whether the activity benefits the government and/or its citizens, or
whether the activity is conducted within the geographic boundaries of the government
and is generally available to its citizens. A third criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the government is
able to exercise oversight responsibilities. RBased upon the application of these
criteria, the financial statements of the Town of Zwolle consists of only the funds and
account groups since the Town has no oversight responsibility for any other

governmental entity.

Fund agccounting

The accounts of the Town of Zwolle are organized on the basis of funds and account
groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues, and expenditures, or expenses,
as appropriate. Governmerl resources are allocated to and accounted for in individual
funds based upon the purpose for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in the financial
statements in this report, into two generic fund types and two broad fund categories
as follows:

Governmental Fund - General Fund

The General Fund is the general operating fund of the Town. It is used to
account for all financial resources except those regquired to be accounted for

10




TOWN OF ZWOLLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
MAY 31, 2000

in another fund.

Capital Projects Fund

The Capital Projects Fund is used to account for financial resources to be used
for the construction of major capital facilities.

Proprietary Fund - Enterprise Fund

Enterprise funds are used to account for operations (a) that are financed and operated
in a manner similar to private business enterprises - where the intent of the governing

body is that the costs (expenses, including depreciation) of providing water and sewer
services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided the periodic
determination ©of revenues earned, expenses incurred, and/or net income is appropriate
for capital maintenance, public policy, management control, accountability, or other

purposes.

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

General Fixed Agsets Acconnt Group -

This is not a fund but rather an account group that 18 used to account for general
fixed assets acquired principally for general purposes and excludes fixed assets in the
Enterprise Fund.

ixed assets and long-term liabilities

The accounting and reporting treatment applied to the fixed assets and long-term
liabilities associated with a fund are determined by i1ts measurement focus.

All governmental fund type operations are accounted for on a spending or "financial
flow" measurement focus and only current assets and current liabilities are generally
included on their balance sheets.

Fixed assets used in governmental fund type operations (general fixed assets) are
accounted for 1in the General Fixed Assets Account Group, and are recorded as
expenditures 1in the governmental fund types when purchased. The Town has elected not
to capitalize public domain ("infrastructure") fixed assets consisting of certain
improvement.s other than buildings, including roads, bridges, sidewalks, and drainage
improvement.s. No depreciation has been provided on general fixed assets.

All fixed assets are valuved at historical cost or estimated historical cost if actual

historical cost is not available. Donated fixed assets are stated at their estimated
fair market wvalue on ithe date donated. Repairs and maintenance are recorded as
expenditures; renewals and betterments are capitalized.

Long-term liabilities exvected to be financed from governmental funds are accounted for
in the General Long-Term Debt Account Group. The Town has no long-term liabilities as
of May 31, 2000.

The account group 1s nez a "fund®. It is concerned only with the measurement of
financial position. It is not concerned with measurement of results of operations.

11




TOWN OF ZWOLLE, LOUISIANA
NOTES TO FINANCIAI, STATEMENTS
MAY 31, 2000

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

Depreciation of all exhaustible fixed assets by the proprietary fund is charged as an

expense against its operations. Depreciation has been provided over the estimated
useful lives using the straight-line method. The estimated useful lives are as
follows:

Water and sewer system 10--50 years

Water wells and pumps 20 years

Water filter systems 10-25 years

Water meters and hydrants 25 years

Trucks 5 years

Equipment H-25 years

Basiz of accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a current financial
resources measurement focus. With this measurement focus, only c¢urrent assets and
current liabilities generally are included on the balance sheet. Operating statements
of these funds present increases (i.e., revenues and other financing sources) and

decreases (i1.e., expenditures and other financing uses) in net current assets.

Al)l proprietary funds are accounted for on a flow of economic resources measurement
focus. With this measurement focus, all assets and liabilities associated with the
operation of these funds are included on the balance sheet. Fund equity (i.e., net
total assets) is segregated into contributed capital and retained earnings components.
Proprietary fund-type operating statements present increases (e.g., revenues) and
decreases (e.g., expenses) in net total assets.

All governmental fund types are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become susceptible to accrual
(i.e., measurable and availlable). "Measurable" means the amount of the transaction can
be determined and "available" means c¢ollectible within the current period or soon
enough thereafter to be used to pay 1liabilities of the current period. The Town
considers property taxes as available if they are collected within 60 days after year-
end, A one-year availability period is used for revenue recognition for all other
governmental fund revenues. Expenditures are generally recognized under the modified
accrual basis of accounting when the related fund liability is incurred except that
accumulated unpaid vacation and sick pay are not accrued and principal and interest on
general long-term debt is recognized when due. Purchase of various operating supplies
are regarded as expenditures at the time purchased.

The primary revenue gources which are susceptible to accrual under the modified accrual
basis of accounting include governmental revenues received for a specific period or
gquarter such as beer tax, tobacco tax, fire insurance tax, garbage charges receivable
from the Enterprise Fund, sales taxes, franchise taxes, and interest income. These
revenue sources are accrued, when their receipt occurs soon encugh after the end of the
accounting period so as to be both measurable and available. Taxpayer assessed income,
such as ad valorem taxes, and gross receipts from fines, occupational licenses and
permits are considered measurable when in the hands of collecting governments and are
recognized as revenue at that time. Miscellaneous revenues other than interest income
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are recorded when received in c¢ash because they are generally not measurable until
actually received.

The proprietary fund is accounted for using the accrual basis of accounting whereby
revenues are recegnized when they are earned and expenses are recognized when they are

incurred.

The Town reports deferred revenue on its combined balance sheet. Deferred revenues
arise when a potentisal revenue does not meet both the "measurable" and "available"
criteria for recognition in the current period. Deferred revenues also arise when
resources are received by the Town before it has a legal claim to them. In subseguent
periods, when both revenue recognition criteria are met, or when the Town has a legal
claim to the resources, the liability for deferred revenue is removed from the combined

balance sheet and revenue 1is recognized.

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

1. The Town Treasurer prepares a proposed budget and submits same to the Mayor and
Board of Aldermen no later than fifteen days prior to the beginning of each fiscal

year.

2. A summary of the proposed budget is published and the public notified that the
proposed budget 15 available for public inspection. At the same time, a public hearing
is called.

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

4. After the holding of the public hearing and completion of all action necessary
to finalize and implement the budget, the budget is adopted through passage of an
ordinance prior to the commencement of the fiscal year for which the budget is being
adopted.

5. Budgetary amendments involving the transfer of funds from one department, program

or function to another or involving increases in expenditures resulting from revenues
exceeding estimated amounts require the approval of the Board of Aldermen.

6. All budgetary appropriations lapse at the end of each fiscal year,
7. The budget for the General Fund is adopted on a basis consistent with generally

accepted accounting principles (GAAP). Budgeted amounts are as originally adopted, or
as amended from time to time by the Board of Aldermen.

8. A budget .1s adopted for the Proprietary Fund on an accrual basis.

Cash and cash edgulivalents

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

13
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Cash - includes not only currency on hand but also demand deposits with banks or
other financial institutions and other kinds of accounts that have the general
characteristics of demand deposits in that the customer may deposit additional funds
at any time and also effectively may withdraw funds at any time without prior notice

or penalty.

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

Bad debts

———mam A a . — wTTErm—

Uncollectible amounts due for ad valorem taxes and customers’ utllity receivables are
recognized as bad debts through the establishment of an allowance account at the time
information becomes available which would indicate the uncollectibility of the

particular receivable.

Comparative data

Comparative total data for the prior year have been presented in the accompanying
financial statements in order to provide an understanding of changes in the Town'’s
financial position and operations. However, comparative (i.e., presentation of prior
year totals by fund type) data have not been presented in each of the statements since
their inclusion would make the statements unduly complex and difficult to read.

olumns on combined statements — overview

—

Total.

Total columns on the combined statements - overview are captioned " {MEMORANDUM ONLY)"
to indicate that they are presented only to facilitate financial analysis. Data in
these columns do not present financial position, results of operations, or cash flows
in conformity with generally accepted accounting principles. Neither 1is such data
comparable to a consolidation. Interfund eliminations have not been made in the
aggregation of this data.

- —— e e —

Employees of the Town are entitled to paid vacation depending on job classification,
length of service, and other factors., Employees’ vacation earned dcoes not accumulate
or vest. Therefore, no liability for compensated absences has been recorded in the
accompanying financial statements. The Town’'s policy is to recognize the costs of
compensated absences when actually paid to employees.

{(2) Ad_Valorem Taxes

Ad Valorem taxes attach as an enforceable lien on property as of January 1 of each
year. Taxes are levied by the Town in October and are actually billed to the taxpayers
in November. Billed taxes become delingquent on January 1 of the following year and
penaltles are assessed. All ad valorem tax revenues are recognirzed in compliance with
NCGA Interpretation - 3 and GASB Codification Section P70 (Revenue Recognition -
Property Taxes) which stetes that such revenue is recorded when it becomes measurable
and available. Available means due, or past due and receivable within the current
period and collected no longer than 60 days after the close of the current period.

14
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The Town bills and collects its own property taxes using the assessed values determined

by the tax assessor of Sabine Parish.

For the year ended May 31, 2000, taxes of 7.71 mills were levied on property with
assessed valuations totaling $§5,472,600. Total taxes levied were 542,194 which were
for general corporate purposes. Ad valorem taxes receivable at May 31, 2000 amounted

to $42.

(3} Interfund Receivables and Payables

Individual interfund receivables and payable balances at May 31, 2000, were as follows:

Interfund Interfund

_Fund__ Receivables Payables
General Fund $141,126 $ 0
Proprietary Fund N 0 141,126
Total $141,126 141,126

T — ——— — — — . e e T e
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(4) Due from Other Governmental Units

hrmounts due from other governmental unitse at May 31, 2000, consisted of the

General Fund
Beer, and tobacco taxes due

from the State of lL.ouisiana S 5,295
Anti-Litter grant 7,130

Enterprise Fund
Due from State of Louisiana-~capital outlay 20,849
$33,274

— L s e mmam SRAL By
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(b} Restricted Asgets - Proprietary Fund Type

Restricted assets were applicable to the following at May 31:

2000 1899

Customers’ deposits S 22,510 S 21,775
Revenue bonds:

Sinking fund 4,487 4,308

Reserve fund 24,985 21,418

Depreciation & contingency fund 24,985 21,418

Construction fund 2,100 2,456

Total restricted assets S 79,067 S 71,375

— T e . —— i R Cp—— T
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(6} Changes in_ Fixed Assets

A summary of changes in general fixed assets follows:

BALANCE BALANCE
JUNE 1, MAY 31,
1999 ADDITIONS DEDUCTIONS 2000
Land S 12,172 $43, 764 S 0 S 55,936
Buildings 86,189 30,901 0 117,090
Equipment 107,043 27,408 0 134,451
Autos and trucks 178,852 0 0 178,852
Coding of ordinances 3,250 0 3,250 0,
Recreation eguipment 39,860 L 0 0 39,860

Total $427,366 $102,073 S 3,250 5526,189

A summary of proprietaryv fund type property, plant and equipment at May 31, 2000
follows:

Building S 5,940
Water system 1,203,589
Sewer system 1,322,619
Water wells and pumps 152,463
Water filter systems 33,252
Water meters and hydrants 21,604
Trucks 11,552
Equipment 34,735
Construction in progress - sewer updrade 75,459

Total 3,241,627
Less accumulated depreciation (909,361)

Net $2,332,266

- e e mamm mma Sl ge—

{7) Retirement System

All employees of the Town of Zwolle, including police employees, are covered under the
Social Security System. The employees pay 7.65% of their total salaries into the
system, while the Town pays in a like amount. The Town contributed $23,739 to the
Social Security System for the year ended May 31, 2000 while the employees contributed
a8 similar amcount. The payroll for employees covered by the Social Security System for
the year ended May 31, 2000 was §$310,316; the Town’'s total payroll wasg $310,316. Data
concerning Lthe actuvarial status of this system are unavailable. Future deficits in
this system will be financed by the Federal government and the Town has no further
liability to the system.

The police are also members of the Municipal Police Employees’ Retirement System of
Louisiana. The following is a brief description of this retirement system.

16
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Municipal Police Employees’ Retirement System

The Municipal Police Employees’ Retirement System provides retirement benefits to
employees ©of any municipality in the state which employs a full-time police officer,
empowered to make arrests, or which has an elected Chief of Police whose salary is at
least $100 per month.

Eligible employees include any full-time police officer, empowered to make arrests,
employed by a municipality of the State and engaged in law enforcement, earning at
least $375 per month excluding state supplemental pay, or an elected Chief of Police
whose salary is at least $100 per month. Elected Councilmen and Mayors are excluded

from membership.

Persons who were members on September 7, 1877 must remain members of the System and
persons hired on or after that date must become members of the System as a condition
of employment if they are under age 50 and are not covered by the Social Security

System.

Employees attaining the age of 50 completing 20 or more years of service, or the age
of 55 and completing 12 years of service, are entitled to a yearly benefit of 3 1/3%
of their average final compensation, as defined in the plan, times years of creditable
service. Aclive employees who become disabled after 1985 due to total and permanent
disalkility, with at least 5 years of creditable service, receive a benefit of 3% of
average final compensation multiplied by the years of creditable service, but not less
than 40% nor more than 60% of average final compensation. Upon reaching retirement
age, disability pensioners receive the greater of disability benefits or accrued
benefits earned to the date of disability. Prior to the enactment of Act 81 of 1985,
other disability rules may be applicable as described in the plan. The system also
provides for death bhenefits as described in the plan.

Covered employees are required by state statute to contribute 7.5% of their salary to
the System. The Town 1s reguired to contribute 9% of covered employees’ salaries to
the System. The contribution reguirement for the year ended May 31, 2000 was §11,390
which consisted of $6,213 from the Town and $5,177 from covered employees,

The amount of the total pension benefit obligation 1is based on a standardized
measurement. established by GASB 5 that, with some exceptions must be used by a PERS.
The standardized measurement is the actuarial present value of credited projected
benefits. This pension valuation method reflects the present value of estimated
pension benefits that will be paid in future years as a result of employee services
performed to date, and is adjusted for the effects of projected salary increases, A
standardized measure of the pension benefit obligation was adopted by the GASB to
enable readers of PERS financial statements to (a) assess the PERS funding status on

a going concern basis, (b) assess progress made in accumulating sufficient assets to
pay kenefits when due, and (c) make comparisons among other PERS and among other
employers,

Total unfunded pension benefit obligation of the Municipal Police Employees’ Retirement
System as ©of June 30, 1999 was as follows:

17
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Total pension benefit obligations $1,259,321,650
Net assets available for benefits 1,148,895 ,773

Unfunded (assets 1n excess of) pension
penefit obligation

bt

(

—

L] iy

It
i -
!

It 17

10,

-
-— —

o
Il &2

877)

L)
I

The measurement o©f the total pension benefit obligation is based on an actuarial
valuation as of June 30, 1999, Net assets available to pay pension benefits were
valued as of the same date.

Ten-year historical trend information is presented in the System’s June 30, 1999
comprehensive annual financial report. This information is useful in assessing the
pension plan‘s accumulation of sufficient assets to pay pension benefits as they become

due.

Municipal Employees’ Retirement System

Other full time employees participate in the Municipal Employees’ Retirement System of
Louisiana (the System), a multiple-employer public employee retirement system.
Employees who retire at or after age 65 with 10 years of credited service are entitled
to a retirement benefit, pavable monthly for life, egual to 2 percent of their final-
average salary for each year of credited service. Final—~average salary 1is the
employee’s average salary over the last three years of credited service. Employees may
retire at or after age 60 and receive reduced retirement bhenefits. The System also
provides death and disability benefits. Benefits are established by State statute.
Participating employees contribute 5% of their total salary into the System, and the
Town contributes an amount equal to 4.5% of the total salaries of participating
employees. For the year ended May 31, 2000, the total contributions to this System
were $4,346, of which the Town contributed $2,067 and the employees contributed §$2,297.
Total payroll covered by this System was $45,930. Total unfunded pension benefit
obligation of the Municipal Employees’ Retirement System as of June 30, 1999 was as
follows:

Total pension benefit obligations 596,158,035
Net assets available for bhenefits 88,384,208
Unfunded pension benefit obligation S 7,773,827

B e e em —— e —— e e ——

The Town of Zwolle does not guarantee the benefits granted by any of the systems in
which it participates.

(8} Lease Obligations

The Town 1s obligated under a certain lease accounted for as an operating lease. This
lease is for the use of land comprising 2.98 acres for the operation and drilling of
water wells. The term 5f the lease is forty years with an annual rental of §1,500
payable monthly at $125 per month. Operating leases do not give rise to property
rights or lease obligations, and therefore the results of the lease agreement is not
reflected in the Town’s account groups. The following is a schedule by years of future
minimum rental payments under operating leases that have initial or remaining
noncancelable lease terms in excess of one year as of May 31, 2000:

18
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Year ending

_May 31 Amount
2001 1,500
2002 1,5%00
2003 1,500
2004 1,500
2008 1,500

Later years 37,625

Total minimum payments required 545,125

———— s mm Tl ma e g

In addition, the Town has entered into a tractor lease dated April 4, 2000, which
reguires lease payments of $6,864 in years 2001 through 2004, and $5,148 in 2005.

(9) Cash and Invegtments

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

Loulsiana.

As described in Note 1, cash equivalents include all short term highly liguid
investments that are readily convertible to known amounts of cash and are so near their
maturity that they present insignificant risk of changes in value because of interest
rates. Generally, only investments which, at the date of purchase, have a maturity
date no longer than three months qualify under this definition.

At May 31, 2000, the Town of Zwolle has cash and investments totaling $751,506, as
follows:

General Enterprise
Fund ___Fund Total
Demand deposits S 2,258 S 2,420 S 4,678
Money market accounts 127,051 319,311 446,362
Savings accounts 266 0 266
Investments 200,000 100,000 300,000
Petty cash _ 100 __100 200
Total cash and investments 329,675 $421,831 $751,506

— — — —— 1 o} — e i e e — — — — — W e

Of the total of §$751,3Cé deposited in demand and time deposits as of May 31,2000,
108,198 was secured through federal depository insurance, $361,194 was secured by the
pledge of securities owned by the depository bank, and $281,914 was on deposit with the

Louisjiana Asset Management Pool, which are considered secured deposits. These
securities are held in the name of the pledging bank in a custodial bank that is
mutually acceptable to both parties, These secured bank deposits are considered

uncollateralized under the provisions of GASB Statement 3; however, Louisiana Revised
Statutes reguire the custodial bank to advertise and sell the pledged securities within
ten {(10) days of being notified by the Town that the pledging bank has failed to pay
deposited funds upon demand.
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{10) Long-term Debt

On October 29, 1991, the Town entered into an agreement with Farmers Home
Administration (FmHA) to allow the Town to undertake a water system improvement project
at an estimated cost of §975,000. PFunding for the project was provided by FmHA by
means of issuance of §$780,000 of revenue bonds (Bonds) and by a $§195,000 grant. On
April 20, 1992, the Town executed a "Project Advance Agreement” with the Louisiana
Public Facilities Authority (LPFA) to provide interim financing for the water system
improvement project based on the commitment for permanent financing from FmHA. On
September 25, 1993 the Bonds were issued and the interim financing with LPFA was
repaid. The Bonds bear interest at the rate of five percent (5%) from the date of
issuance. Principal and interest on the Bonds are payable over a forty (40) year
period, with the first payment consisting of interest only {$39,000) which was due on
the first anniversary of the issuance date (September 25, 1993). Commencing one month
after the first anniversary date, and monthly thereafter, payments of principal and
interest will be §$3,799 monthly.

The fellowing is a schedule by years of future principal payments under the above

Bonds:

Year ending

May 31 Principal Interest Total
2001 10, 326 35,257 45,583
2002 10,855 34,728 45,583
2003 11,410 34,173 45,583
2004 11,994 33,589 45,583
2005 12,607 32,976 45,583
Later years 679,517 530,364 1,209,881
Total $710,168 5668,179 $1,378, 346
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Under the terms of the bond agreement with FmHA, all income and revenues earned or
derived from operations of the utility fund are pledged and dedicated to the retirement
of the Bonds, and are to be used for the following expressed purposes:

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

(b)) Each month there will be set asgide into a fund called the "Water Revenue
Bond and Interest Sinking Fund” (the "Sinking Fund"), a sum equal to one-~twelfth
(1/12th) the interest falling due on the next interest payment date during the
first year the Bonds are ocutstanding and, thereafter, a sum equal to the total
amount of principal and interest falling due on the next principal and interest
payment. date together with such additional proportionate sum as may be required
to pay said principal and interest as the same respectively become due. Monthly
deposits of $3,250 are reguired through September 25, 1993, and $3,799 monthly
thereafter. The balance required at May 31, 2000 is §$3,799. The present
balance is §4,487,.

{C) There will be set aside monthly into a "Water Revenue Bond Reserve Fund”
(the "Reserve Fund"), commencing with the month following completion of and
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acceptance of the improvements and extensions financed with the proceeds of the
Bonds, a sum at least equal to five percent (5%) of the amount to be paid into
the Sinking Fund provided for in paragraph (b) above, the payments into the
Reserve Fund to continue until such time as there has been accumulated in the
Reserve Fund a sum equal to the highest combined principal and interest falling
due in any year on the Bonds as a Debt Service Reserve, the money in the Reserve
Fund to be retained solely for the purpose of paying the principal of and
interest on bonds payable from the Sinking Fund as to which there would otherwise
be default., Monthly deposits of $163 are reguired through September 25, 1993 and
$190 monthly thereafter until the balance reaches $45,583. The balance required
at May 31, 2000 is $16,832. The present balance is $24,985.

(d) There will be set aside monthly into a "Water Depreciation and Contingency
Fund" (the "Contingency Fund”") to care for depreciation, extensions, additions,
improvements and replacements necessary to operate properly the System,
commencing with the month following completion of and acceptance of the
improvements and extensions financed with the proceeds of the Bonds, the sum of
$193 per month. The balance required at May 31, 2000 is 517,756. The present
balance is §24,985.

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

(11) Saleszs and Use Tax

——— = -—

On April 16, 1988, the voters of the Town of Zwolle approved a 1% sales and use tax
upon the sale at retail, the use, the lease or rental, the consumption or storage for
use or consumption of tangible personal property and on sales of services in the Town.
The 1% sales and use tax is dedicated to the General Fund to be used for any lawful
corporate purpose as deemed necessary by the Board of Aldermen. Sales taxes receivable
as of May 31, 2000 amounted to $19,187,

{12) Deficit in Retained Earnings

The retained earnings deficit in the Utility Fund at May 31, 2000 is due primarily to
an unusually high level of repairs during 1995, engineering fees of §$50,960 related to
design work on a new wastewater processing plant, which design was subseguently
abandoned »y the Town, and increased operational costs of the wastewater treatment
plant as a result of plant upgrades which became operational in October 1998. In
September 1999 the Town increased water and sewer rates, effective December 1, 1999,
to return the Utility Furd to profitahility and to elimin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>