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MANAGEMENT DISCUSSION AND ANALYSIS

DECEMBER, 2012

This section of the Town of Arcadia, Louisiana's (Town) annual financial report presents our discussion
and analysis of the Town's financial performance during the calendar year ended December 31, 2012,
Please read it in conjunction with the Town's financial statements, which follow this section.

Financial Highlights
The following exhibits some of the more important highlights from the government-wide financial
statements for the year ended December 31, 2012,

L

3.

The Town's total net position from governmental activities increased $10,337 from the
beginning of the fiscal year as a result of operations during the year;

During the year ended December 31, 2012, the Town's total expenses were $1,919,487 greater
than the $1,055,199 recognized as revenue from fees, fines and charges for services, made up of
mostly water and sewer charges. However, if revenues, such as taxes, licenses and State grants
are considered, the Town's revenue exceeded the expenses by $112,081;

The cost of operating programs of the Town was $2,883,228, which represents a decrease in
costs of operations over the prior year of $23,107 or a 0.8% decrease;

The total revenues of the Town were $3,171,041, which represents an increase in revenues over
the prior year of $3,076,951 or a 3.0% increase;

The governmental funds reported unrestricted net position of $733,155;

Overview of the Financial Statements

The annual report consists of three parts - management's discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include
two (2) kinds of statements that present different views of the Town:

1.

The first two statements are government-wide financial statements that provide both long-term
and short-term information about the Town's overall financial status.

The remaining statements are fund financial statements that focus on individual parts of the
Town's governmental operations, reporting the Town's operations in more detail than the
government-wide statements,

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements.

Government-Wide Financial Statements
Financial reporting at this level uses a perspective similar to the private sector using the economic
resources measurement focus and the accrual basis of accounting.



The first of these government-wide statements is the Statement of Net Position. This government-side
statement of position presents information that includes all of the Town's assets and liabilities, with the
difference reported as net position. An increase or decrease in net position may serve as a useful
indicator of whether the financial position of the Town as a whole is improving or deteriorating.
Evaluation of the overall health of the Town would extend to other non-financial factors, such as
diversification of the taxpayer base, in addition to the financial information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the Town's net
position changed during the year. All current year revenues and expenses are included regardless of
when they are received or paid. An important purpose of the design of the Statement of Activities is to
show the financial reliance of the Town's distinct activities or functions on revenues provided by the
Town's taxpayers.

Both of the above financial statements have separate columns for the two (2) different types of Town
activities as follows:

Governmental Activities - The government-wide financial statements present governmental
activities of the Town which are principally supported by taxes and intergovernmental revenues
(grants). Most services normally associated with a town, fall in this category, including general
government, public safety, streets and parks and recreations

Business-Type Activities - The government-wide financial statements present business-type
activities that are normally intended to recover all or a significant portion of their costs through
user fees and charges to external users of goods and services. The business-type activity of the
Town consists of the provision of water and sewer services to the citizens.

The government-wide financial statements are presented on pages 4 and 5.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities
or objectives. The Town uses funds to ensure and demonstrate compliance with finance-related laws and
regulations. Within the basic financial statements, fund financial statements focus on the Town's most
significant funds, rather than the Town as a whole.

The Town uses two (2) fund categories, governmental funds and proprietary funds. It is important to
note that these fund categories use different accounting approaches and should be interpreted
differently.

Governmental Funds - The services provided by the Town are financed through governmental funds.
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, the fund financial statements focus on near-term inflows and outflows of spendable
resources as well as on balances of spendable resources at the end of the year. Such information may be
useful in evaluating the Town's near-term financing requirements. This approach is known as using the
flow of financial resources measurement focus and the modified accrual basis of accounting. These
governmental fund financial statements provide a detailed short-term view of the Town's finances and
assists in determining whether there will be adequate resources available to meet the current needs of
the Town.



Since focus of the governmental funds financial statements is narrower than that of the government-
wide financial statements, ii is useful to compare the information presented for the governmental funds
with similar information presented for governmental activities in the government-wide financial
statements. Users may better understand the long-term impact of the Town's near-term financing
decisions. Both the governmental funds balance sheet and the governmental funds statements of
revenues, expenditures and changes in fund balance provide a reconciliation to facilitate this comparison
between governmental funds and the governmental activities. These reconciliations are presented
immediately following each of the governmental fund financial statements,

The Town has eight (8) governmental funds, of which two are major funds and are presented in separate
columns and six are non-major funds and are combined and presented in one (1) column titled "other
governmental funds". The governmental funds are as follows:

Major Funds
General Fund
Special Revenue Fund - Sales Tax Fund
Non-major Funds
Special Revenue Funds
Economic Development Fund
Parks and Recreation Fund
Street Fund
Industrial Inducement Fund
LMA Fund
Debt Service Fund
2002 Sales Tax Refunding Bonds

The fund financial statements are presented on pages 6 through 9.

Proprietary Fund - The proprietary fund is used to show activities that operate more like those of
commercial enterprises. Since this fund changes fees for services to outside customers, including local
governments, it is known as an enterprise fund. Proprietary funds provide the same type of information
as the government-wide financial statements, only in more detail. Like the government-wide financial
statements, proprietary fund financial statements use the accrual basis of accounting., There is no
reconciliation needed between the government-wide financial statements for the business-type activities
and the proprietary fund financial statements.

The Town has one enterprise fund (Water and Sewer Fund), which is considered a major proprietary
fund for presentation purposes.

The proprietary fund financial statements are presented on pages 10 through 12.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements. The notes to the financial
statements begin on page 13 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the Town's budget presentation. Budgetary comparison
statements are included as "required supplementary information" for the General Fund and the Sales
Tax Fund. These statements demonstrate compliance with the Town's adopted and final revised budget
and can be found on pages 25 and 26 in this report.

ii



Financial Analysis of Governmental-Wide Activities

Net Position

The Town's combined net position (governmental and business-type activities) increased during 2012
by $112,081 or 1.1% from the $9,822,792 at December 31, 2011, as shown in the following table:

Assets

Current and other assets

Capital assets (net)
Total assets

Liabilities

Other liabilities

Long-term liabilities
Total liabilities

Net position

Net investment in capital assets
Restricted

Unrestricted

Total net position

Changes in Net Position

012

1,799,801

8,431,649

10,231,450

296,577

296,577

8,431,649

83,592
1,419,632
9,934,873

2011

1,971,852
_8.221,192
10,193,044

370,252

370,252

8,221,192

53,808
1,547,792
9,822,792

The following condensed government-wide statement of activity illustrates the major changes in

operations for the Town as compared to 201 1:

Revenue

Governmental

Business-type
Total revenue

Expenses

Governmental

Business-type
Total expenses

Increase (decrease) in net position

Financial Analysis of Individual Funds

2012
1,952,770
1,218,271
3,171,041

1,942,433
1,116,527
3,058,960

112,081

2011
1,935,901
1,141,050
3,076,951

1,911,475
1,199,893
3,111,368

(34,417)

As noted above, the Town uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements.

Governmental Fund

The focus of the Town's governmental fund is to provide information on the near-term inflows, outflows
and balances of spendable resources. Such information is useful in assessing the Town's financing
requirements. Unrestricted fund balance may serve as a useful measure of the Town's net resources

available for spending at the end of the year.



At December 31, 2012, the Town's governmental fund, the general fund, reported an ending fund
balance of $759,522, a decrease of $106,159 compared to the calendar year 2011. The general fund is
the chief operating fund of the Town,

Proprietary Fund

The Town's proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail. The Town's proprietary fund (Water and Sewer Fund) reported
operating expenses of $1,116,527, which was $311,646 more than operating revenues of $804,881, for
the year ended December 31, 2012. This was a decrease in excess operating expenses of $28,377
compared to 2011. The proprietary fund reported an increase of $101,744 in net position in the calendar
year 2012 compared to a decrease of $58,843 in the calendar year 201 1.

Budgetary Highlights

Formal budgetary integration is employed as a management control device during the calendar year. The
budget policy of the Town complies with stale law, as amended. And as set forth in Louisiana Revised
Statutes Title 39, Chapter 9, Louisiana Local Government Budget Act (LSA-R.S. 39:1302 et seq).

For the General and Sales Tax funds actual expenditures exceeded budgeted amount by more than 5%,
and actual revenues were less than budgeted amount by more than 5%.

Capital Asset Administration

The Town's investment in capital assets for its governmental and business-type activities at December
31, 2012 totaled $15,681,043, less accumulated depreciation of $7,249,394, leaving a $8,431,649
balance in net capital assets. The investment in capital assets consists of land, buildings, equipment, and
water and sewer improvements. The total increase in the Town's investment in capital assets for the year
ended December 31, 2012 totaled $210,457.

Contacting the Town's Financial Management

The financial report is designed to provide a general overview of the Town's finances, comply with
finance-related laws and regulations, and demonstrate the Town's commitment to public accountability.
If you have questions about this report, contact Eugene Smith, Mayor, P.O. Box 767, Arcadia, LA.
71001.
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June 30, 2013

To the Honorable Mayor
And the Members of the Town Council
Town of Arcadia, Louisiana

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Arcadia, as of
and for the year ended December 31, 2012, and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due to fraud or
Error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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 of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

HWW '
A PROFESSIONAL SERVICES FInrar hmv@hmvepa.com E-aarr
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town, as of December 31, 2012, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 1(B) to the financial statements, the town has adopted the provisions of GASB
Statement 63, Financial Reporting of Deferred Quiflows of Resources, Deferred Inflows of Resources,
and Net Position.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management s
Discussion and Analysis and Budgetary Comparison Information on Pages i-v and 25-27 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town’s basic financial statements. The accompanying supplementary information, on pages
28-30, is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The accompanying supplementary information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
accompanying supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 30, 2013,
on our consideration of the Town’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town’s internal control
over financial reporting and compliance.

- ;
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ASSETS

Cash and cash equivalents

Investments, at fair value

Receivables

Internal balances

Inventory

Prepaid expenses

Capital assets, net of depreciation
Total assets

LIABILITIES
Accounts payable
Deferred revenue
Deposits
Total liabilities
NET ASSETS

Net investment in capital assets
Restricted
Unrestricted

Total net position

TOWN OF ARCADIA
STATEMENT OF NET POSITION
DECEMBER 31, 2012

Primary Government

Governmental

Business-type

Activities Activities Total
3 95,948 13,877 $ 109,825
954,985 331,842 1,286,827
300,579 62,564 363,143
(534,142) 534,142 -
- 13,639 13,639
26,367 - 26,367
3,234,670 5,196,979 8,431,649
4,078,407 6,153,043 10,231,450
84,215 35,137 119,352
- 120,000 120,000
- 57,225 57,225
84,215 212,362 296,577
3,234,670 5,196,979 8,431,649
26,367 57,225 83,592
733,135 686,477 1,419,632
$ 3,994,192 $ 5,940,681 S 9,934,873

The accompanying notes are an integral part of the financial statements.



TOWN OF ARCADIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Net (Expenses) Revenue and

Program Revenues Changes in Net Assets
Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-type
Expenses Services Contributions Contributions Activities Activities Total
Functions/Programs
Primary Government:
Governmental activities:
General government $ 504,764 $ - $ - 5 - b (504,764) $ - $ (504,764)
Public safety 653,244 22.946 - - (630,298) - (630,298)
Public works 371,125 . - . (371,125) ’ (371,125)
Depreciation - unallocated 175,732 - - - (175,732) B (175,732)
Cultural and recreation 29,791 - - - (29,791) - (29,791)
Economic development 197.474 - - - (197,474) - (197.474)
Transportation 10,303 - - - (10,303) - (10,303)
Total governmental activities 1,942,433 22,946 - - (1,919,487) - (1,919.487)
Business-type activities:
Water system 1,116,527 804.881 - 227372 - (84.274) (84.274)
Total business-type activities 1.116.527 804.881 - 227372 B (84.274) (84,274)
Total primary government 3.058.960 827827 - 227372 (1,919,487) (84.274) (2,003,761)
General revenues:
Taxes 1,594,281 - 1,594 281
Licenses and permits 95,705 = 95,705
Intergovernmental 267,351 - 267,351
Use of money and property 42,777 60,000 102,777
Investment earnings B 4,083 4,083
Other 37.844 13.801 51.645
Gain (loss) on sale of assets - - -
Transfers in (out) (108.134) 108,134 -
Total general revenues and transfers 1.929.824 186,018 2,115,842
Change in net position 10,337 101,744 112,081
Net position - beginning 3.983.855 5,838,937 9,822,792
Net position - ending $  3.994.192 $ 5,940,681 $ 9934873

The accompanying notes are an integral part of the financial statements. 5
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TOWN OF ARCADIA

BALANCE SHEET - GOVERNMENTAL FUNDS

DECEMBER 31, 2012
OTHER TOTAL
SALES GOVERNMENTAL GOVERNMENTAL
GENERAL TAX FUNDS FUNDS
ASSETS
Cash and cash equivalents 53,111 22,918 b 19,919 $ 95,948
Investments, at fair value 671,788 - 283,197 954,985
Receivables 40,584 259,995 - 300,579
Due from other funds 227,524 171,180 596,997 995.701
Prepaid items 26.367 - - 26367
Total assets § 1,019.374 $ 454,093 b 900,113 $ 2.373.580
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 67.339 5.556 11.320 84.215
Due to other funds 1,047,547 191,059 291,237 1,529.843
Total liabilities 1,114,886 196.615 302.557 1.614,058
Fund balances:
Nonspendable 26.367 - - 26.367
Unrestricted:
Assigned - - 597.556 597.556
Unassigned (121.879) 257.478 - 133,599
Total fund balances (95.512) 257478 597.556 759,522
Total liabilities and fund balances 5 1.019.374 $ 454,093 $ 900,113 $ 2.373.580

The accompanying notes are an integral part of the financial statements.



TOWN OF ARCADIA
RECONCILIATION OF THE GOYERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2012

FFund balances - total governmental funds

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activitics are not financial
resources and therefore are not reported in the governmental

funds.
Governmental capital assets 5,092,354
Less accumulated depreciation (1,857,684)

Net position of governmental activitics

The accompanying notes are an integral part of the financial statements.

b 759,522
3,234,670
S5 3994192



TOWN OF ARCADIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

OTHER TOTAL
SALES GOVERNMENTAL GOVERNMENTAL
GENERAL TAX FUNDS FUNDS
Revenues:
Taxes
Ad valorem 131,865 - - 131,865
Sales and use - 1,395,734 - 1,395,734
Other taxes, penalties and interest 66,682 - - 66,682
Licenses and permits 95,705 - 95705
Intergovernmental
Federal 14,921 - - 14,921
State 92,902 - 159,528 252,430
Fines 22,946 - - 22,946
Interest 30,183 - 12,594 42,777
Miscellaneous 31,258 - 6,587 37,845
Total revenues 486,462 1,395,734 178,709 2,060,905
Expenditures:
General government 476,881 27,571 - 504,452
Public safety 653,244 - - 653,244
Public works - - 371,125 371,125
Culture and recreation - - 29,791 29,791
Economic development 89,320 - 108,154 197 474
Transportation 10,303 - - 10,303
Capital Outlay 141,031 - 151,509 292,540
Total expenditures 1,370,779 27,571 660,579 2,058,929
Excess (deficiency) of revenue
over expenditures (884,317) 1,368,163 (481,870) 1,976
Other financing sources (uses):
Operating transfers in 741,377 - 272,696 1,014,073
Operating transfers out - (1,075,207) (47,000) (1,122,207)
Total other financing sources (uses) 741,377 (1,075,207) 225,696 (108,134)
Excess (deficiency) of revenues and other
financing sources over (under)
expenditures and other financing uses (142,940) 292,956 (256,174) (106,158)
Fund balances, beginning of year 47,428 (35.478) 853,730 865,680
Fund balances, end of year $ (95,512) S 257,478 S 597,556 5 759,522
The accompanying notes are an integral part of the financial statements. 8



TOWN OF ARCADIA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES OF GOYERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Net change in fund balances - total governmental funds $ (106,158)

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

Governmental funds report capital outlays as expenditures,
However, in the statement of activities, the cost of thosc asscts
is allocated over their estimated useful lives and reported as
depreciation expense.

Capital outlay $ 292,227
Depreciation expense (175,732) 116,495

Governmental funds report the total proceeds from the sale of assets.
However, in the statement of activities, only the gain or loss is reported.

Proceeds from sale of assets -
Gain (loss) from sale of assets 3 -

Change in net position of governmental activities $ 10,337

The accompanying notes are an integral part of the financial statements. 9
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TOWN OF ARCADIA
STATEMENT OF NET POSITION
PROPRIETARY FUND (UTILITY FUND)

DECEMBER 31, 2012
ASSETS 2012
Current assets:
Cash and cash equivalents $ 13,877
Investments 274,617
Receivables 62,564
Due from other funds 730,703
Inventory 13,639
Total current assets 1,095,400
Noncurrent assets:
Restricted:
Investments 57,225
Capital assets (net of accumulated depreciation) 5,196,979
Total assets $ 6,349,604
LIABILITIES
Current liabilities
Accounts payable 35,137
Deferred revenue 120,000
Due to other funds 196,561
Total current liabilities 351,698
Current liabilities payable from restricted assets:
Customer deposits 57,225
Total liabilities 408,923
NET POSITION
Net investment in capital assets 5,196,979
Restricted 57,225
Unrestricted 686,477
Total net position 3 5,940,681

The accompanying notes are an integral part of the financial statements.



TOWN OF ARCADIA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION -

UTILITY FUND
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED DECEMBER 31, 2012

Operating Revenues:
Water charges
Sewer charges

Total operating revenues

Operating expenses:
General and administrative
Water department
Sewer department
Depreciation
Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses):
Use of money and property
Grants
Transfers
Investment earnings
Miscellaneous
Total nonoperating revenues (expenses)

Change in net position
Net position, beginning of year

Net position, end of year

2012

673,688
131,195

804,881

85,505
622,622
197,853
210,547

1,116,527

(311,646)

60,000
227,372
108,134
4,083
13,801

413,390

101,744

5,838,937

5,940,681

The accompanying notes are an integral part of the financial statements.



TOWN OF ARCADIA

STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPE

UTILITY FUND

FOR THE YEAR ENDED DECEMBER 31, 2012

2012
Cash flows from operating activities:
Cash received from customers 812,654
Cash paid to suppliers (617,985)
Cash paid to employees (278,121)
Other operating cash payments (257,533)
Net cash (used) by operating activities (340,985)
Cash flows from noncapital financing activities
Non-operating transfers (net) 108,134
Cash received from grants 227,372
Net cash provided by noncapital financing activities 335,506
Cash flows from capital and related financing activities:
Capital expenditures paid in cash (304,508)
Net cash (used) by capital and related financing activities (304,508)
Cash flows from investing activities:
Interest received 76,647
Investments redeemed (purchased) _ 2,021
Net cash provided by investing activities 78,668
Net increase (decrease) in cash and cash equivalents (231,319)
Cash and cash equivalents: beginning of year 245,196
Cash and cash equivalents: end of year $ 13,877
Reconciliation of operating income to net cash provided (used) by operations:
Operating income (loss) $ (311,646)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation 210,547
Decrease in accounts receivable 7773
Increase in due from other funds (280,558)
Increase in accounts payable 9,874
Increase in due to other funds 83,025
Decrease in deferred revenue (60,000)
Total adjustments to operating income (29,339)
Net cash provided (used) by operating activities § (340,985)

The accompanying notes are an integral part of the financial statements.

12



Notes to the Financial Statements



TOWN OF ARCADIA

NOTES TO FINANCIAL STATEMENTS

AS OF AND FOR THE YEAR THEN ENDED DECEMBER 31, 2012

INTRODUCTION

The Town of Arcadia was incorporated June 26, 1902 under the provisions of the Lawrason Act
(Louisiana Revised Statutes 33321-463). The Town is located in the parish of Bienville in the northwest
corner of the state of Louisiana. The Town operates under a mayor-town council form of government.
Members of the board are all elected and serve a term of 4 years. The town provides the following
services as authorized by its charter: police and fire protection, water and sewerage, streets, industrial
development and inducement and general administrative services.

GASB Statement No. 14, The Reporting Entity, established criteria for determining the governmental
reporting entity and component units that should be included within the reporting entity. Under
provisions of this Statement, the Town is considered a primary government, since it is a special purpose
government that has a separately elected governing body, is legally separate, and is fiscally independent
of other state and local governments. As used in GASB Statement No, 14, fiscally independent means
that the Town may, without the approval or consent of another governmental entity, determine or modify
its own budget, levy its own taxes or set rates or charges, and issue bonded debt.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Town have been prepared in conformity with U.S.
generally accepted accounting principles as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.

A. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net positon and the statement of
activities) report information on all of the non fiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and Intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support. Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

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) charge to customers or applicants who
purchase, use or directly benefit from goods, services, or privileges provided by a given function 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.



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the 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 hove been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues arc recognized as soon as they arc 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 of the current period. For this purpose, the
government 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.

Franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Only the
portion of special assessment receivables due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

The Town reports the following governmental funds:

The General fund is the Town's primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenues sources that are
legally restricted to expenditures for specific purposes.

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of,
general long-term debt principal, interest and related costs.

The Town reports the following proprietary funds:

The Water and Sewer fund is to account for the provision of water and sewer services to the residents
of the Town. All activities necessary to provide such services are accounted for in this fund, but not
limited to, administration, operations, maintenance, financing, and related debt service and billing.

Private-sector standards of accounting and financial reporting issued prior to December I, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector guidance for
their business-type activities and enterprise funds, subject to this same limitation. The government has
elected not to follow subsequent private-sector guidance.



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The content and certain titles of the GWFS were changed upon the adoption by the town in 2012 of
GASB Statement No. 63, Financial Reporting of Deferred Ouiflows of Resources, Deferved Inflows of
Resources, and Net Position. This statement provides reporting guidance for deferred outflows of
resources and deferred inflows of resources, and adds them, when applicable, as elements of the GWFS,
because they are distinct from assets and liabilities. In addition, because these additional elements may
affect the residual amount of all of the elements presented in a statement of financial position, GASB 63
renames that measure as net position rather than net assets. The town had no deferred outflows or
inflows of resources at December 31, 2012, and no reclassifications affecting the statement of net assets
from the prior period are required.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges between the
governments enterprise operations. Elimination of those charges would distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) 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. Internally dedicated resources are reported as general revenues rather than
as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. Principal operating revenues of the
proprietary funds include water and sewer services to the residents of the Town. Operating expenses for
enterprise funds include the costs of sales and services, administrative expenses, supplies, and
depreciation on capital assets. All revenues and expenses not meeting this definition arc reported as
nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Town's policy to use
restricted resources first, then unrestricted resources as they are needed.

C. Deposits and Investments

The Town's cash and cash equivalents are considered to be demand deposits, interest-bearing demand
deposits, and investments with original maturities of three months or less from the date of acquisition.
State law and the Town's investment policy allow the Town to invest in collateralized certificates of
deposits, government backed securities, commercial paper, the state sponsored investment pool, and
mutual funds consisting solely of government backed securities. Investments for the Town are reported at
fair value.

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 either "due to/from other funds" (i.e., the current portion of interfund
loans) or "advances to/from other funds" (i.e., the non-current portion of interfund loans). All other
outstanding balances between funds are reported as "due to/from other funds." Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as "internal balances."



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In the government-wide financial statement, receivables consist of all revenues earned at year end and
not yet received. Major receivables for the governmental activities include franchise taxes and sales and
use taxes. Business-type activities report customers' utilities service charges as its major receivables,
Uncollectible amounts due for ad valorem taxes and customers' utility accounts receivable are recognized
as bad debts through the establishment of an allowance account at the time information becomes
available which would indicate the uncollectibility of the particular receivable.

E. Inventories

Inventory in the water and sewer enterprise fund, consisting of expendable supplies held for
consumption, is valued at historical cost.

F. Restricted Assets

The Debt Service and Enterprise funds, because of certain bond covenants, are required to establish and
maintain prescribed amounts of resources (consisting of cash and temporary investments) that can be
used only to service outstanding debt. The Enterprise fund also restricts customer meter deposits.

G. 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 governmental or business-type activities
columns in the government- 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 Town maintains a threshold level of $1,500 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
assets lives are not capitalized.

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

Estimated

Description Lives
Buildings and building improvements 20-40 years

Water improvements 5-35 years

Sewer improvements 5-40 years

Equipment and vehicles 4-15 years

Infrastructure improvements 20-40 years

H. Compensated Absences

Employees of the town earn two weeks vacation after one year of service, 3 weeks after ten years of
service, and 4 weeks after twenty years of service. Vacation time which is earned but not used during the
calendar year cannot be carried forward into the next calendar year, except under special circumstances
pre-approved by the Mayor. Vacation time must be taken in at least one week intervals, unless approved
by supervisor. Employees earn 40 hours of sick leave and 24 hours of personal leave each calendar year
following the successful completion of the employee's three month probationary period. Only unused



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

sick leave can be accumulated up to 240 hours and can be carried forward to the next year, however,
employees will not be compensated upon termination or retirement. Unused, earned vacation leave will
be paid for provided the employee gives two full weeks' notice to the town clerk, in writing, of their
intention to terminate.

I. Long-Term Obligations

In the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.

J. Fund Equity

The Town implemented GASB 54 beginning in 2011. The Town assumes that when amounts are
expended for purposes for which funds in any of the unrestricted classifications could be used,
committed amounts are reduced first, followed by assigned amounts and then unassigned amounts.

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to change.
There are no material reservations or designations for the year ended December 31, 2012,

K. 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 the estimates.

L. Reconciliations of Government-Wide and Fund Financial Statements
Explanation of certain differences between the governmental find balance sheet and the government-

wide statement of net assets. The following reconciles the fund balances of governmental funds to the
government-wide statement of net position,

Governmental capital assets 5,092,354
Less accumulated depreciation (1.857,684)
Net adjustment 3,234,670

Explanation of certain differences between the governmental fund statement of revenues, expenditures,
and changes in fund balances and the government-wide statement of activities. The following reconciles
the net changes in fund balance-total governmental funds to the changes in net assets of governmental
activities.

Capital outlay 292227
Depreciation (175,732)
Net adjustment 116,495



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. Risk Management

The Town is exposed to various risk of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; and injuries to employees. To handle such risk of loss, the Town maintains
commercial insurance policies covering its vehicles, professional liability and surety bond coverage. No
claims were paid on any of the policies which exceeded the policies' coverage amounts. There were no
significant reductions in insurance coverage during the year ended December 31, 2012.

N. Sales Tax

On October 18, 1997, the voters of the Town of Arcadia approved the rededication of the 1987 one cent
sales tax to be used and dedicated as follows: 50% for general operating revenue; 30% for constructing,
paving, resurfacing, improving, and/or maintaining streets; 10% for acquiring, improving, maintaining
and supporting parks and recreation programs in and for the town; and 10% for industrial construction,
inducement, and/or procurement. The election on October 18, 1997 extended the levy and collection of
the original tax for an additional ten years from June [, 2002 through June 1, 2012. Subsequent to the
tax expiring, the Bienville Parish School Board continued collecting the sales tax through September
2012 when it was discovered the tax had expired (see Note 11). On December 8, 2012, the voters of the
Town of Arcadia approved the one percent (1%) sales and use tax previously authorized to be levied by
the Town through June 1, 2012; extending the levy and collection beginning January 1, 2013 for a period
of ten years. On July 13, 1991, the voters approved a one percent sales and use tax requiring that at least
40% of the proceeds be used for constructing, acquiring, extending, and/or improving sewer and
sewerage disposal facilities and the waterworks system of the town and the remainder to be used for any
lawful purpose of the town. The 1991 tax is for a twenty-five year period. The Bienville Parish School
Board serves as the collection agent for the sales taxes and is paid a collection fee for acting as such.

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

BUDGET INFORMATION The Town adopted budgets for the year ended December 31, 2012 for the
General fund and Special Revenue fund on a basis consistent with generally accepted accounting
principles (GAAP). The Town follows the following procedures in establishing the budgetary data
reflected in the financial statements. During the December meeting, the Town clerk submits to the board
of aldermen a proposed operating budget for the fiscal year commencing the following January 1. The
operating budget includes proposed expenditures and expenses and the means of financing them. During
the December meeting, the budget is legally enacted through passage of an ordinance. The public is
invited to attend all meetings. The Town clerk is authorized to transfer budgeted amounts between
departments within any fund; however, any revisions that alter the total expenditures or expenses of any
fund must be approved by the board of aldermen. Appropriations lapse at the end of the year.

The Town was not in compliance with the General Fund budget or the Sales Tax Special Revenue Fund
budget.

3. CASH AND CASH EQUIVALENTS

At December 31, 2012, the Town has cash and cash equivalents (book balances) totaling $109,825 as
follows:

Demand deposits 106,915
Investment-bearing demand deposits 2,910
Total 109,825
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3. CASH AND CASH EQUIVALENTS (Continued)

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 of the pledged securities plus the federal deposit insurance
must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name
of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both
parties.

At December 31, 2012, the Town has $136,812 in deposits (collected bank balances). These deposits are
secured from risk by $136,812 of federal deposit insurance and $-0- of pledged securities held by the
custodial bank in the name of the fiscal agent bank. (GASB Category 3).

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of
GASB Statement No. 3, R.S. 39:1229 imposes a statutory requirement 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 funds upon demand.

4, INVESTMENTS

The Town is a political subdivision of the State of Louisiana and has authority to invest in Federal
National Mortgage Association notes under RS 33:2955. Investment in government and agency securities
are stated at market value. Unrealized gains or losses are included in investment income under the
caption use of money and property. Investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the Town or its agent in the Town's name

2. Uninsured and unregistered, with securities held by the counterparty’s trust department or agent
in the Town's name

3. Uninsured and unregistered, with securities held by the counterparty, or by its trust department or
agent but not in the Town's name

At fiscal year-end, the Town's investment balances were as follows:

Carrying Amount Total
Fair Amortized Carrying
Category Value Cost Cost Amount
Type of investment 1 2 3
FNMA Mortgage notes - 1,286,827 - 1,286,827 - - 1,286,827
Total investments - 1,286,827 - 1,286,827 - - 1,286,827




5. RECEIVABLES

The receivables of $363,143 at December 31, 2012, are as follows:

Special
General Revenue Water and
Fund funds sewer fund Total

Taxes:
Ad valorem 28,979 - - 28,979
Sales and use - 259,995 - 259,995
Other taxes, penalties, and interests 11,605 - - 11,605
Accounts - - 62,564 62.564

Total 40,584 259,995 62,564 363,143

6. RESTRICTED ASSETS

Restricted assets of business-type activities were applicable to the following at December 31, 2012:

Enterprise fund
Customer Deposits

Investments ST.225
Total e ST 225

7. AD VALOREM TAXES

For the year ended December 31, 2012, taxes of $131,105 were levied on property with assessed
valuations totaling $29,796,580 and were dedicated as follows:

General corporate purposes 4.40 mills
The following are the principal taxpayers and related property tax revenue for the Town:

% of Total Ad valorem Tax

Assessed Assessed Revenue for
Taxpayer Type of business Valuation Valuation Town
Haynes International, Inc.  Tubular Production 3,514,950 11.80 15,465.78
House of Raeford Farms  Poultry Productions 2,084,490 7.00 9.171.95
Total _ 5,599,440 18.80 24,637.53

Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes are levied
by the town in September or October and are actually billed to the taxpayers in November. Billed taxes
become delinquent on January I of the following year. Revenues from ad valorem taxes are budgeted in
the year billed.
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8. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund balances as of December 31, 2012 is as follows:

Due from Due to
General fund 227,524 1,047,547
Special revenue funds
Sales tax 171,180 191,059
Street 21,638 226,854
Industrial inducement 391,630 64,383
Parks and Recreation 101,993 -
LMA 2,500 -
Debt service fund 79,236 -
Water and sewer fund 730,703 196,561
Total 1,726,404 1,726,404

9. CAPITAL ASSETS

Capital assets and depreciation activity as of and for the year ended December 31, 2012, for the primary
government is as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
Capital assets, not being depreciated:
Land 475,375 - - 475,375
Total capital assets, not
being depreciated 475,375 = = 475,375
Capital assets being depreciated:
Buildings 828,143 103,705 - 031,848
Vehicles 157,941 26,055 - 183,996
Improvements 2,336,639 148,497 - 2,485,136
Equipment 1,002,028 13,971 i 1,015,999
Total capital assets being
depreciated 4,324,751 292,228 - 4,616,979
Less accumulated depreciation 1,681,952 75,732 - 1,857,684
Total capital assets
being depreciated, net 3,118,174 116,496 - 3,234,670
Business-type activities:
Capital assets, not being depreciated:
Land 268.628 - - 268,628
Total capital assets, not
being depreciated 268,628 - - 268,628
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0. CAPITAL ASSETS (Continued)

Beginning Ending
Balance Increases Decreases Balance
Capital assets being depreciated:
Water wells 971,365 - - 971,365
Pumping plant 105,235 - - 105,235
Purification plant 111,489 - - 111,489
Storage reservoir tanks 194,176 - - 194,176
Water distribution system 2,298,282 211,244 - 2,509,526
General equipment 244,784 63,250 - 308,034
Office equipment 19,130 - - 19,130
Improvements 7,800 - - 7,800
Sewer system 5,895,762 - - 5,895,762
Vehicles 167,530 30,014 - 197,544
Total capital assets being
depreciated 10,015,553 304,508 - 10,320,061
Less accumulated depreciation 5,181,163 210.547 - 5,391,710
Total capital assets
being depreciated, net 5,103,018 93.961 =, =5,196879

Depreciation expense of $157,232 and $18,500 for the year ended December 31, 2012, was charged to
general government and public safety, respectively.

10. RETIREMENT

Substantially all employees of the Town are members of the following statewide retirement systems:
Municipal Employees Retirement System of Louisiana and Municipal Police Employees Retirement
System of Louisiana. These systems are cost-sharing, multiple-employer defined benefit pension plans
administered by separate boards of trustees. Pertinent information relative to each plan follows:

A. Municipal Emplovees Retirement System of Louisiana (System)

Plan Description. The System is composed of two distinct plans, Plan A and Plan B, with separate assets
and benefit provisions. All employees of the municipality are members of Plan B,

All permanent employees working at least 35 hours per week who are not covered by another pension
plan and are paid wholly or in part from municipal funds and all elected municipal officials are eligible to
participate in the System. Under Plan B, employees who retire at or after age 60 with at least 10 years of
creditable service, or at any age after 55 with at least 30 years of creditable service, are entitled to a
retirement benefit, payable monthly for life, equal to 2 percent of their final-average salary for each year
of creditable service. Furthermore, employees with at least 10 years of creditable service, but less than 30
years, may take early retirement benefits commencing at or after age 60, with the basic benefit reduced
three percent for each year retirement precedes age 60, unless he has at least 30 years of creditable
service. In any case, monthly retirement benefits paid under Plan B cannot exceed 100 percent of final
average salary. 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.
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10. RETIREMENT (Continued)

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 Employees Retirement System of Louisiana, 7937 Office Park Blvd., Baton Rouge, LA 70809,
or by calling (225) 925-4810.

Funding Policy. Under Plan B, members are required by state statute to contribute 5 percent of their
annual covered salary and the Town is required to contribute at an actuarially determined rate. The
current rate is 8% of annual covered payroll. Contributions to the System also include one-fourth on one
percent (except Orleans and East Baton Rouge parishes) of the taxes shown to be collectible by the tax
rolls of each parish. These tax dollars are divided between Plan A and Plan B based proportionately on
the salaries of the active members of each plan. The contribution requirements of plan members and the
Town 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 of the valuation for the prior fiscal year, The Town's contributions to the System
under Plan B for the years ending December 31, 2012, 2011, and 2010 were $31,014, $36,158, and
$49,729, respectively.

B. 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 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 Blvd., Baton Rouge,
LA 70809-2250, or by calling (225) 929-7411.

Funding Policy. Plan members are required by state statute to contribute 10.0 percent of their annual
covered salary and the Town is required to contribute at an actuarially determined rate. The current rate
is 31% of annual covered payroll. The contribution requirements of plan members and the Town 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 of the valuation for the prior fiscal year. The Town's contributions to the System for the
years ending December 31, 2012, 2011, and 2010 were $57,316, $68,473, and $57,803, respectively,
equal to the required contributions for each year.

11. CONTINGENT LIABILITIES

As of December 31, 2012, the Town was involved in the following matters: 1) Verlee Beales, Et al vs.
Louisiana Housing Council, The Town of Arcadia, Arcadia Housing Authority, and Arcadia Housing
Authority Community Center, 2) Rosie Hampton vs. Town of Arcadia and LA Department of
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11. CONTINGENT LIABILITIES (Continued)

Transportation and Development and 3) Bienville Parish School Board vs. Town of Arcadia, Et al. The
former two matters are covered under the Town's general liability policy and are being defended by
Louisiana Risk Management, Inc., the Town's liability insurer. It is believed the Town's liability, if any,
does not exceed the coverage afforded under the liability policy, thus, no reserves have been recorded for
potential loss. The latter matter arises from a situation in which the Bienville Parish Sales and Use Tax
Commission, as agent for the Town of Arcadia, collected expired sales tax from June, 2012 through
September, 2012 in the amount of $140,631. The plaintiff, as collection agent, invoked a concursus
proceeding regarding the sales tax funds collected, which was held in escrow by the Court. The Town
filed all necessary paperwork, and the matter was concluded in April, 2013, with judgment in favor of the
Town and the delivery of the escrow account funds to the Town,

12. ON BEHALF PAYMENTS FOR SALARIES

The Town recognizes as general fund revenues and expenses supplemental pay made by the State of
Louisiana to the Town's police employees. For the year ended December 31, 2012, the State made
contributions of $44,750.
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TOWN OF ARCADIA
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2012
(unaudited)

VARIANCE WITHI
FINAL BUDGET
BUDGETED AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
Revenues:
Taxes
Ad valorem S 170,000 $ 170,000 S 131,365 $ (38,135)
Other taxes, penalties and interest 110,000 110,000 66,682 (43,318)
Licenses and permits 106,700 106,700 95,705 (10,995)
Intergovernmental 2,752,100 2,752,100 107,823 (2,644,277)
Fines 25,000 25,000 22,946 (2,054)
Use of money and property 15,500 15,500 30,183 14,683
Miscellaneous 6,110 6,110 31,258 25,148
Total revenues 3,185.410 3,185410 486,462 (2,698,948)
Expenditures:
Current:
General government 486,559 486,559 476,881 9,678
Public safety 652,085 652,085 653,244 (1,159)
Economic development 88,775 88,775 89,320 (543)
Transportation 7,700 7,700 10,303 (2,603)
Capital outlay 2,746,000 2,746,000 141,031 2,604,969
Total expenditures 3,981,119 3,981,119 1,370,779 2,610,340
Excess (deficiency) of revenue
over expenditures (795,709) (795,709 (884,317) (88,608)
Other financing sources (uses):
Operating transfers (net) 795,876 795,876 741,377 (54,499)
Total other financing sources (uses) 795,876 795,876 741,377 (54,499)
Excess (deficiency) of revenues and other
financing sources over (under)
expenditures and other financing uses 167 167 (142,940) (143,107)
Fund balances, beginning of year 47,428 47,428 47,428 -
Fund balances, end of year 3 47,595 $ 47,595 $ (95,512) $ (143,107)

See accompanying independent auditors' report. 25



Revenues:
Taxes
Interest

Total revenues

Expenditures:
General government

Total expenditures

Excess (deficiency) of revenue
over expenditures

Other financing sources (uses):
Operating transfers (net)
Total other financing sources (uses)
Excess (deficiency) of revenues and other
financing sources ouver (under)
expenditures and other financing uses

Fund balances, beginning of year

Fund balances, end of year

TOWN OF ARCADIA

SPECIAL REVENUE FUND TYPES

SALES TAX FUND
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED DECEMBER 31, 2012

(unaudited)

VARIANCE WITH
FINAL BUDGET

BUDGETED AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)

$ 1,506,000 5 1,506,000 1,395,734 $ (110,266)

1,506,000 1,506,000 1,395,734 (110,266)

22,590 22,590 27,571 (4,981)

22,590 22,590 27,571 (4,981)

1,483,410 1,483,410 1,368,163 (115,247)

(1,483,410 (1,483,410) (1,075,207) 408,203

(1,483,410 (1,483,410 (1,075.207) 408,203

: 2 292,956 292,956

(35.478) (35.478) (35,478) 5

s (35.478) § (35,478) 257,478 s 292,956

See accompanying independent auditors' report,
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TOWN OF ARCADIA

NOTES TO BUDGETARY COMPARISON SCHEDULE

DECEMBER 31, 2012

Budget Variances - Major Funds

During 2012, total actual revenues failed to meet budgeted revenues by 5% or more, in the General Fund
and Sales Tax Fund.

In relation to the General Fund, grant revenues and related capital outlay were budgeted for projects that
were anticipated to occur during 2012, however, did not take place during the year.

In relation to the Sales Tax Fund, as explained in Note 11, a portion of sales tax expired during 2012.

The Town budgeted sales tax revenue irrespective of the expiration and did not amend the budget,
therefore actual sales tax revenues and transfers were less than budgeted.
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TOWN OF ARCADIA
COMBINING BALANCE SHEET, NON-MAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2012
TOTAL OTHER
INDUSTRIAL ECONOMIC PARKS AND DEET GOVERNMENTAL
STREET INDUCEMENT DEVELOPMENT RECREATION LMA SERVICE FUNDS
ASSETS
Cash and cash equivalents 770 8,131 $ - 2,643 8375 - $ 19919
Investments - 283.197 - - - - 283,197
Receivables - - - & 2 s =
Due from other funds 21.638 391.630 - 101.993 2,500 79.236 596,997
Total assets 5 22,408 5 682,958 - 5 104.636 b 10.875 $ 79.236 s 900.113
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable 7.043 3,061 - 1,216 - - 11,320
Due to other funds 226,854 64,383 - - - - 291,237
Total liabilites 233,897 67.444 - 1.216 - - 302.557

Fund balances:
Reserved - = - - - - N
Unreserved (211.48%9) 615514 - 103.420 10.875 79.236 597.556
Total fund balances (211.489) 615.514 - 103.420 10.875 79.236 597,556

Total liabilities and fund balances $ 22.408 S 682.958 $ - b 104.636 5 10.875 S 79.236 3 900.113




TOWN OF ARCADIA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

TOTAL OTHER
INDUSTRIAL ECONOMIC PARKS AND GOVERNMENTAL
STREET INDUCEMENT DEVELOPMENT RECREATION LMA DEBT SERVICE FUNDS
Revenues:
Intergovernmental $ - 3 159,528 3 - $ - - $ - $ 159,528
Interest - 12,584 - 10 - - 12,594
Miscellaneous 8.573 (4.236) - - 2.250 - 6.587
Total revenues 8,573 167,876 - 10 2,250 - 178,709
Expenditures:
Economic development - 80,433 24937 - 2,784 - 108,154
Public works 371,125 - - - - - 371,125
Culture and recreation - - - 29,791 - - 29.791
Capital outlay 10,845 140,664 - - - - 151,509
Total expenditures 381,970 221,097 24 937 29,791 2.784 - 660,579
Excess (deficiency) of revenue
over expenditures (373.397) (53.221) (24.937) (29.781) (534) - (481.870)
Other financing sources (uses):
Sales of assets - -
Operating transfers in 171,502 49,692 - 51,502 - - 272,656
Operating transfers out - (19.702) (27.298) - = - (47.000)
Total other financing sources (uses) 171.502 29,950 (27.298) 51,502 - - 225,696
Excess (deficiency) of revenues and other
financing sources over (under)
expenditures and other financing uses (201,895) (23.231) (52.235) 21,721 (534) - (256.174)
Fund balances, beginning of year (9.594) 638.745 52235 81.699 11.409 79.236 853.730
Fund balances, end of year $ (211.489) $ 615,514 $ - $ 103.420 10.875 $ 79.236 $ 597.556




TOWN OF ARCADIA

SCHEDULE OF COMPENSATION PAID ELECTED OFFICIALS

FOR THE YEAR ENDED DECEMBER 31, 2012

Board Member: Amount
Maggie Roberson (mayor protem) 8,400
Doretha Nelson 7,800
Billy Roy Cook 7,800
Mattie Lou Harris 7,800
Gary Carlisle 7,800

Total 39,600
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HeARD, McCELROY, & VESTAL

L
CERTIFIED PUBLIC ACCOUNTANTS

333 Texas StreT, Surte 1525

Sureverort, Louisiana 71101
318-429-1525 PronE + 318-429-2070 Fax

June 30, 2013

To the Honorable Mayor
And the Members of the Town Council
Town of Arcadia, Louisiana

Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

We have audited in accordance with auditing standards generally accepted in the United States of
America and the standards applicable (o financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
the Town of Arcadia, Louisiana as of and for the year ended December 31, 2012, and the related notes to
the financial statements, which collectively comprise the Town of Arcadia, Louisiana's basic financial
statements, and have issued our report thereon dated June 30, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered The Town's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of The Town's internal control. Accordingly,
we do not express an opinion on the effectiveness of The Town's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as described in the accompanying schedule of findings and questioned costs, we
identified certain deficiencies in internal control that we consider to be material weaknesses and
significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
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timely basis. We consider the deficiency described in the accompanying schedule of findings and
questioned costs as 2012-1 to be a material weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiency described in the accompanying schedule of findings and
questioned costs as 2012-2 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether The Town's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination 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 instance of noncompliance or other matters that are required to be
reported under Government Auditing Standards and which are described in the accompanying schedule
of findings and questioned costs as item 2012-2,

The Town's Response to Findings

The Town's response to the findings identified in our audit are described in Management's Corrective
Plan for Current Year Findings. The Town's response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

H%Unﬂ; , M (I:E\r'ux\ ?h %5%\\ W

Shreveport, Louisiana
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TOWN OF ARCADIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2012

Summary of Audit Results

1, The auditor's report expresses an unmodified opinion on the basic financial statements of
the Town of Arcadia, Louisiana,

2. Two significant deficiencies relating to the audit of the basic financial statements are
reported, one of which is considered to be a material weakness.

3. One instance of noncompliance relating to the basic financial statements of the Town of
Arcadia, Louisiana was disclosed during the audit.

4. No federal single audit was required under Circular A-133 relating to the financial
statements of the Town of Arcadia, Louisiana.

Findings — Financial Statement Audit

2012-1: Accounting Staff:

As is common in small operations, management has chosen to engage the auditor to propose
certain year-end adjusting journal entries and to prepare the Town's annual financial statements.

Consistent with this decision, internal controls over the preparation of year-end adjusting entries

and annual financial statements, complete with notes, in accordance with generally accepted

accounting principles have not been established, nor does management have the ability to

perform these functions in-house. Under generally accepted auditing standards, this condition
represents a control deficiency that is also considered to be a material weakness in internal

controls. This condition is intentional and results from management balancing the Town's

financial complexity with the appropriate level of accounting expertise. Whether or not it would

be cost effective to correct a control deficiency is not a factor in applying SAS 115's reporting

requirements. Because prudent management requires that the potential benefit from an internal

control must exceed its cost, it may not be practical to correct all deficiencies reported under

SAS 115.

2012-2: Budget Variance:

The Town had an unfavorable variance of more than 5% in its General Fund and Sales Tax

Fund revenues during the year. The Budget Act requires that the budget be amended when the

variance exceeds 5%.

33



TOWN OF ARCADIA

SCHEDULE OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2012

2011-1: Accounting Staff:
Status: Unresolved - repeated as 2012-1.
2011-2: Budget Variance:

Status: Unresolved — repeated as 2012-2.
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TOWN OF ARCADIA

MANAGEMENT’S CORRECTIVE ACTION PLAN FOR CURRENT YEAR FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2012

2012-1

The Town has hired an outside CPA to propose certain year-end adjustments and to assist in the
preparation of the Town’s annual financial statements. This will provide the Town with the
proper tools needed for the preparation of the annual financial statements in accordance with
generally accepted accounting principles.

2012-2

The above noted CPA will assist the Town in monitoring the budget on a quarterly basis and
will recommend amendments before the Town Council when the budgets’ variances exceed 5%
as required by the Budget Act.
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