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INDEPENDENT AUDITORS' REPORT

Honorable Leslie Thompson, Mayor

and Members of the Board of Aldormen
Town of Jonesboro
Jonesboro, Louisiana

We were engaged to audil the accompanying financial slatements of the governmental
aclivities, the business-{ype aclivilies, and each major fund of the Town of Jonesboro as of
for the year ended June 30, 2012, which collectively comprise the Town’s basic financial
statements as listed in the table of contents. These [inancial stalements are the
responsibility of the Town’s management.

Management is responsible for the preparation and (aiv 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 ta the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to Traud or error,

Qur responsibilily is to express opinion on these financial statements based on conducting
the audit in accordance with auditing standards generally accepted in the United States ol
America. Because of the matters described in the pavagraph below; however, we were not
able lo obtain sufficient appropriate audit evidence Lo provide a basis for an audit opinion.

Because of’ inadequacies in the Town's accounting records, we were unable to form an
apinion regarding the amounts recorded as opening balanccs. The Town’s accounting
personnel did not possess sufficient knowledge and skills in financial reporting resulting in
numerous misstatements in the Town's computetized accounting system. We were unable
to canfirm or verify by alternative means accounts payabie and other payables of the Town,
As of the date of our audit report, management was still in the process of rectifying issues
with its linancial reporting and correcting the misstalements. As a result of these matters,
we were unable to determine whether any adjustments might have been found necessary in
respecl of recorded or unrccorded receivables, payables and olher liabilities, and the
elements making up the statements of revenues, expenditures and changes in fund balances.

Because of (he significance of the matters described in the paragraph above, we have not
been able o obtain sufficient appropriate audit evidence to provide a basis {or an audit
opinion, Accordingly, we do nat express an opinion on these [inancial statements,
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In accordance wilh Govermment Auditing Stomdards, we have also issued our report dated
Aprit 10, 2013 on our consideralion of the Town of Jonesboro, Louisiana’s internal control
over linancial reporting and our test of its compliance wilh ccrlain pravisions of laws,
regulations, conlacls and granl agreements and other matters. The purpose of thal report is
to describe the scope of our testing of internal control over financial reporting and
compliance and the results of thal lesting and not to provide an opinion on the internal
control over financial reporling or on compliance. That report is an integral part of an
audit performed in accordance with Goverminent Aucliting Standards and should be read in
conjunctlion with this report in considering Lthe resulls of our audit.

fouatd §. Wathen 799, GPA. LLE

Lake Charles, Louisiana
April 10,2013
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TOWN OF JONESBORO, LOUISIANA

Gavernmental Funds
Statement of Net Assets

For the Year Ended June 30, 2012

ASSETS
Cash and cash equivalents
Restricted assels
Invesuments
l'anes receivable
Recervables, net
Other recervables, prepaids and inventory
Accounts recevable - fianchuse
Capital assets, net of accumulated depreciation

Total Assets

LIABILITIES
Accounts payable and other payables
Interesl payable
Payable from restricted assets - meter deposits
Other payablces
Long-term habilities
Portion due within one year
Portion due afler one year

Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for
Public Salety Fire
Street Mamtenance
Sucet Maintenance - Ad Valoiem
Customets Deposits
Umestited

Total Net Asscts

Tatal Liabalities and Net Assets

Governmnental Business-type

Aclivitics Acuvitics Total
3 90,952 s 348,310 $ 439,262
398,258 90,062 488,320
- 34,340 34,340
2,109 - 2,109
51,271 404,088 455,359
845,301 90,483 035,784
24,071 - 24,071
2,690,440 7,467,007 10,157,447
$ 4,102,402 § 8,434,290 $ 12,536,692
223,500 47,587 271,087
2,015 126,297 128,312
- 124,402 124,402
203,898 502,943 706,841
59,769 129,595 189,364
30,343 2,678,507 2,708,850
519,525 3,609,331 4,128,856
2,681,313 4,408,205 7,089,518
5,763 - 5,763
384,617 - 384,617
7,878 - 7,878
- 124,402 124,402
503,306 292,352 795,658
3,582,877 4,824,959 8,407,836

$ 4,102,402

§ 843429

$ 12,536,692

The notes to the basic financial statements are an inlegral part of 1fws statgment



Functions/Programs

Primary government
Government Acuvities
General government
Public safety
Public works
Interest cxpense

Total Government Activities
Bussness-Type Acuvitics
Water and sewer

Total Business-Type Activilies

Totatl

TOWN OF JONESBORO, LOUISIANA

Governmental Funds
Statement of Activities
June 30, 2012

Program Revenues

Net (Expenses),
Revenues, and Changes
Primary Govemment

Qperating Capnal Grants
Charges for Grants and and Governmental Business-Type
Expenses Services Contnbutions Contributions Activities Actiivies Totai
§ 591,465 S 2356912 $ - 5 - §  (304,332) $ - $ (304,552)
943,502 50,587 - - (897,915) - (897.913)
1 160,649 - - 569,904 (590,746) - (590,746)
3,054 - - - (3,054} - (3,054)
§ 2673670 $ 307499 § - § 569904 § (1,796367) § - $ (1,796,267}
$ 1,147619 $ 1,051,923 ) - ] 128,723 b - $ 48 675 $ 48,673
1,147,619 1,051,923 - 128 723 - 48 675 48 675
$ 3,821,289 $ 1359422 1] - § 698.627 $ (1,796,267 $ 48,675 $ (1,747,591)
General revenucs
Taxes
Property 1axes £ 299,768 3 - $ 299,768
Franchise tax 91,032 - 21,032
Sales tax revenue 1,360,760 - 1,360,760
Other taxes for general purposes 6,002 - 6,002
Licenses and permits 92,663 - 92.663
Earnings on investments 1,460 - 1,460
Intergovernmental 51,644 - 51,644
Miscellancous 23,721 - 23 721
Total general revenues $ 1,983,700 $ - $ 1,927.050
Changes 1n nct assets 130,783 48,675 179,458
Net assets - July 01,2011 3 452,094 4,776,284 8,228,378
Net assets - June 30, 2012 $ 3,582,877 $ 4,824,959 $ 8.407.836

The notes to the basic financial statements are an tntegral part of this statement.
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TOWN OF JONESBORO, LOUISIANA

Governmental Funds
Balance Sheet

June 30,2012
SPECIAL REVENUE FUNDS
FIRE DEPT
AD STREET AD TOTAL
VALOREM VALOREM STREET GOVERNMENTAL
GENERAL TAX TAX SALES TAX FUNDS
ASSETS
Cash and cash equivalents $ 3,765 3 42,605 $ (2,050) $ 444,389 489,210
Taxes receivable - 507 1,602 - 2,109
Recervables, net 51,271 - - - 51,271
Accounts receivable- franchise - 24,071 - - 24,071
I[nterfund receivables 701,856 1,897 81,904 - 785,657
Prepaid 1nsurance 59,644 - - - 59,644
Total Assets h) 816,526 3 69,080 $ 81,456 3 444 389 1,411,951
LIABILITIES
Accounts, salaries and other payables 3 223,500 % - $ - $ - 223,500
Cash Insufficiency - - 2,050 - 2,050
Other hiabilmes 280,417 - - 60,272 340,689
[nterfund payables 15,608 39,222 44 983 - 99.813
Total Liabthities 519,525 39,222 47,033 60,272 666,051
FUND BALANCES
Assigned - 29,858 34,423 384,617 448 898
Unassigned 297,001 - - - 297,001
TOTAL FUND BALANCES 297,001 29,858 34,423 384,617 745,900
TOTAL LIABILITIES AND FUND BALANCES $ 816,526 3 69,080 $ 81,456 $ 444,389 1.411,951

7

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



TOWN OF JONESBORO, LOUISIANA

GOVERNMENTAL FUNDS
Statemcnt of Reveaue, Expendstures, and Changes in Fund Balances
June 30, 2012
SPECIAL REVENUE FUNDS
FIRE DEPT
AD STREET AD TOTAL
VALOREM VALOREM STREET GOVERNMENTAL
GENERAL TAX TAX SALES TAX FUNDS
REVENUELS
Taxes
Ad valorem S 122 496 5 £9.203 s 88 069 S - s 299,768
Franchise 91,032 - - - 91,032
Sales tan 679,695 - - 681,064 1,360,759
Other tanes 6,002 - - - 6 002
Ltcenses and permuts 92,663 - - - 92,663
Fines, forferitures and court costs 50,587 - - - 50 587
Intergovernmental revenues 51644 - - - 31,644
Fees and charges for services 256,912 - - - 256,912
Rents and royalues 21,392 - - - 21,392
Eamings on investnents 362 192 - 906 1460
State revenue 238,321 - - - 158,321
Federal revenue 331,583 - - - 331,383
Pansh Grants - - - - -
Miscetancous revenues 129 571 - - - 125,571
Total Revenues 2072261 89,395 88,069 681,970 2931695
E\PENDITURES
Current
General government 561 465 - - - 561,465
Public safery 948,502 - - - 948 502
Public works 1,160,649 - - - 1 160 649
Capital outlay 259036 - - 259,036
Debt service
Priacipal 21 334 - - - 21,224
Tnterest 3054 - - - 3.054
Total Expenditures 2953930 - - - 2,955,930
ENCESS (DEFICIENCY) OF REVENUES OVER ENPENDITURES (881.669) 89,395 88 069 681,970 (22,235)
OTHER FINANCING SOURCES (USES)
Tranfers n 1,131,477 - 740 571 - 1,872,038
Tranfers out (311,604) (84,476) (866,157) (769 129) {2031,366)
TOTAL OTHER FINANCING SOURCES (USES) 819 874 (84.476) (125 586) (769,129) (159,318)
NET CHANGE IN FUND BALANCES (61,796) 4919 (37517) (87,159) (181,522)
FUND BALANCES - BEGINNING 358 797 24 939 71.940 471 776 927 452
FUND BALANCES - ENDING H 297.001 5 39,858 s 34423 S 384,617 S 743 900

The notes to the basic financial statements are an integral part of this statement
8



TOWN OF JONESBOROQ, LOUISIANA

Reconciliation of the Governmental Funds

Balance Sheet to the Statement of Net Assets

June 30,2012

Total (und balances - povernnental funds

The cost of capitat assets (land, buildings, furnitwie and equipment and mirastructure)

purchascd or construcled is reported as an expenditwie in governmental funds
The Statement of Net Assets includes those copital asscts amoung the assets of

the town as a whole 1 he cost of those capital assets 1s allocated over their
estimated useful lives (as depreciation expense) Lo the various programs reported
as governmental activities m the Statement of Activitics Because depreciation
expense does not alTect financial resources, it 1s not reported 1n governmental
lunds

Costs of Caputal assets
Depreciation eapense lo dete

Long -term liabilittes applicable to the Town's governmental activities arce not due and

payable in the current penod and accordingly are not reported as fund Labilities
All hablihties - both cuirent and long term - are reported 1n the Statement of Net
Assels

Balance at June 30, 2012 are
Long-term Liabilitics
Capital lease payable
Compensated absences payable

Net mcrcasc (decrzase) in cash and cash equivalents

Net Assets

$ 745,901
6,269,247
(3,337,68%)
2,931,558
{52,596)
{41,986)
(94,582)

§ 3,582,877

The notes to the basic financial statements aie an integral part of this statement
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TOWN OF JONESBORO, LOUISIANA

Reconcihimtion of the Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
to the Statement of Activities
June 30, 2012

Tolal nct change in lund balances - goveinmental tunds § (181,522)
Amounts reported for governmental activitics in the Statement of Activitics are different because
Capital outlays are reported n governmetal funds as expenditures  |lowever, i the Statement of

Aclivities, the cost of those assels is allocated over their estimated useful hives 85 depreciation
expense  This is the amount by which capital outlays enceeds depreciation cxpense in the

period
Caputal outiay 259,036
Dcpreciation expense (167,718)
91318
Repayment of capilal lcases 1s an expenditure in the governmental funds, but the repayment
reduces long-term {1abililies 1n the Statement of Nel Asscts 21,224
Principal payments on bonds 23,722
Transfers out in excessel transfers in 159,318
In the Statement ol Activities, cerlain operating eapenses-compensated abscnces (vacations,
and sick leave) - are measured by the amounts during the year In the governmental
funds, however, expenditutes for these 1lems ale measurced by the amount of financial
resources used (essentially, the amounts acctually paid) This year, vacation and sick time
earned cxceeded the amounts used by $16,723. 16,723
Change in net assets of governmental activities $ 130,783

The notes to the basic financial statements are an integial patt of this statement
10



TOWN OF JONESBORO, LOUISIANA

PROPRIETRAY FUNDS
WATER AND SEWER UTILITY FUND
Statement of Net Assets

ASSETS

Current asscts
Cash and cash equivalents
Receivables, net
Interfund recervable
Inventory

Restricled assets
Cash and cash equivalents
Investments

Total currenl assets

Nor current assets

Capital assets, net of depreciation

Total Assets

LIABILITIES

Current liabilhities
Accounts payable and other payables
Payroll habilities payable
Interfund payable
Compensated absences payable
Capitalized lease obhgation
Bonds payabie

Current habilities payable from restncted assets
Customers security deposits

Total current liabthties
Naon-currenl habilities
Capitalized lease obhgation
Bonds payable
Tolal non-current hiabilitics
Total Lisbibties
NEI ASSELS
Invested 1n capital assets, net of related debt
Restrnicted - Deposits
Unrestucted

Fotal Net Assets

TOTAL LIABILITES AND NFT ASSETS

June 30, 2012

5 348,310
404,088

63,223

27,260

90,062
34,340

967,283

7,467,007

$__ 8430200

3 47,587
15,471

614,466

4,480

100,303

24,812

124,402

_osm

458,176
2,219,633

2,677.809
$  3.609331

4,408,205
124,402

_ s

4,824,959

58434290

The notes to the basic financial statements are an integial part of this statement



TOWN OF JONESBORO, LOUISIANA

PROPRIETARY FUNDS
WATER AND SEWER UTILITY FUND
Statement of Revenues, Expenses, and Changes in Net Assets
June 30, 2012

OPLRATING REVENUES
Charges for services

Waler sales

Sewer lecs

Other services

Tolnl operaling revenues

OPERA FING EXPENSES
Personnel scrvices
Supphes
Utiliies
Repairs and maintanance
Other supplies and charges
Depreciation

Total operating expenses

Operating income (loss)

NON - OPERATING REVENUES (EXPENSES

State and federal grants
Interest expense

Total non - operating revenues {expenses)
Income (loss) betore transfers

TRANSFERS IN/OUT
Transfers

Total transfers i (out)
Changes i Net Assets

NET ASSETS - BEGINNING

NET ASSETS - ENDING

3 756,222
282,705
12,996

1051923

386,226

33,153
126,666
151,295
150,455
301,406

1,149,203

(97,280}

98,126

30,598

128,724
31,443
17,231

17,231
48,675

4716284

$ 4,824,959

The notes to the basic financial statements ae an integral part of this statement
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PROPRICTARY FUNDS
WATER AND SEWER UTILITY FUND
Statement of Cash Flows
June 30,2012

CASH FLOW FROM OPERATING ACTIVITIES
Recetpts from customers
Payments to suppliers for goods and services
Payments to employees for services

Net cash provided (used) for operating activities

CASH FLOW (USES) FROM NONCAPITAL FINANCING ACTIVITIES
Transfers in
Net cash provided (used) for noncapital financing activites

CASH FLOW (USES) FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital assets
Payments on capital leases

Payments on bonds
Grant receipts
Interest expense
Net cash provided (used) for capital and realted financing activites

Net mcrease (decrease) in cash and cash equivalents
CASH AND CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - ENDING

Cash and cash equivalents
Restricted deposits
TOTAL CASH AND CASH EQUIVALENTS

Reconciliation of operating income (loss) to net cash provided (used) by opeiating activities
Operating tncome (loss)
Adjustments to reconcile operating mcome 1o net cash provided (used) for operating activilies
Depreciation
(Increase) decrease in accounts teceivable
(Increase) decrease i inventory
Increase (deciense) in accounts payable
increase (decrease) in payroll hebilities
Increase (decrease) n deposils due others
Increase (decrcase) 1n compensated absences

Net cash provided {used) by operaling activities

‘The notes to the basic financial statements are an integral part of this stalement
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b 817,695
(404,390)

(325,792)
87,513

—lT

17,231
17,231

(192,566)
(94,208)
(23,722)

98,126
(30,598)
(242,969)

{138,224)

576,596
438,372

313,970
124,402

34337

168,144

301,406

(327,022)
23,130
55,480
15,471
3,964
990

5130603



Town of Jonesboio, Louisiana
Notes to the Financial Statements
June 30, 2012

Note 1 — Summary of Significant Accounting Policies

The accompanying financial statements of the Town of Jonesboro have been prepaicd n conformity
with accounting punciples generally accepted in the United States of Ameiica (GAAP) as applies to
govetnmental umts  The Governmental Accounting Standaids Board (GASB) 1s the accepted
standard-setting body for establishing governmental accounting and financial 1eporting principles

Repoiting Entity

The Town of Jonesboro (the “Town™) 15 located in the southwest corner of Jackson Panish. Jonesboro
was tncoi porated as a village on September 4, 1901, and as a town on May 14, 1903, under provisions
of the “Lawrason Act™ (Louisiana Revised Statutes (R S ) 33 321-481) of the constitution of the state
of Lowsiana

The Town opeiates under a Mayoi-Board of Aldermen form of government The Board of Aldermen
of the Town of Jonesboio s composed of five aldermen, elected for four year terms, who are
compensated as shown in this repoit. The Town serves 4,704 citizens by providing police protection,
file piotection, water/sewer services, sanitation services, street mawtenance, and various
administiative functions such as legislation of town ordinances and the enfoicement of same The
Town employs approximately fifty persons to serve the needs of the citizens of the Town of
Jonesboro

GASB statement No 14, The Reporing Entity, established ciiteria for determining the governmental
reporting entity and component units that should be included within the 1epoiting entity  Under
provisicns of this Statement, the Town 1s considered a primaiy government, since 1t 1s a special
purpose government that has a separately elected governing body, 1s legally separate, and 1s fiscally
independent of other state or local goveinments. As used i GASB Statement No 14 fiscally
mdependent means that the Town may, without the approval or consent of another governmental
entity, determine or modify its own budget, levy its own taxes o1 set rates o1 charges, and 1ssue bonded
debt This report includes all funds that are controlled by or dependent on the Town’s Executive and
Legislative Branches (The Mayor and Board of Aldermen)

Funds Accounting

The accounts of the Town are organized and operated on the basis of funds A fund 1s a separatc
accounting entity with a self-balancing set of accounts Goveinment 1esources ate allocated to and
accounted for in individual funds based on the purpose for which they are to be spent and the means
by which spending activities are controlled

Government-Wide and Fund Financial Statements

The government-wide financial statements {1 e, the statement of net assets and the statement of
activities) report information on all of the Town’s activities The statement of activities demonstrates
the degiee to which the direct expenses of a given function are offsct by progtam revenues Dnect
expenses aie those that aie cleaily identifiable with the specific function ot segment Program
1evenucs mclude (1) charges to customers o1 applicants who puichase, use, or duectly benefit fiom
goods, services, or privileges provided by a given function and (2} grants and contiibutions that



Town of Jonesboro, Lowisiana
Notes to the Financial Statements
June 30,2012

Notc 1 — Summary of Significant Accounting Policies (continucd)
aic iestiicted to meeting the opetational or capstal tequuements of a particular function. Taxes and
other items not properly included among progiam revenues are repotted as general 1evenues The

ettect of nter-tund activity has been removed from the government-wide financial statements.

Separate financial statements are provided for governmental funds Major individual governmental
funds are reported as separate columns in the financial statements

The various funds aie grouped in the financial statements in this teport as follows

Governmental Funds

Govetnmental funds are used to account for most of government activities, including the collection
and disbursement of specific or legally testricted monies, the acquisition or construction of capital
assets, and the seryicing of long-term debt

The Town reports the following major goveinmental funds

o General Fund 1s the general operating fund of the Town It 1s used to account for all financial
resources except those required to be accounted for 1n another fund

» Fire Depaitment Ad Valoiem Tax Fund 15 a special 1evenue fund used to account for the
proceeds of Ad Valoiem taxes restticted to expenditures

s Street Department Ad Valorem Tax Fund s a special revenue fund used to account for proceeds
of Ad Valorem taxes to expendituies of the Stieet Department

e Street Department Sales Tax Fund 1s a special revenue fund used to account for the proceeds of
the special 1% sales and use tax levied for the purpose of construction, maintenance, repair
and improvements of the Town’s slreets

Proprietary Fund

The propuietary fund accounts for business type activities similar to those found in the private sector
whete the determination of net income 1s necessary or useful for sound financial admimistration  The
propietary fund differs from a governmental fund in that its focus 1s on income measurement which,
together with the maintenance of equity, 1s an impos tant financial indicator

The proptietary fund of the Town 1s the Water & Sewer Fund, which accounts for the opeiations of the
waterworks and sewetage systems The intent of the Town for these facilities 1s (a) that the costs
(eapenses, mcluding depreciation) of providing goods and seivices to the general public on a
contmuing basis be {inanced or recoveied piimartly through user chatges or (b) that the peiiodic
determination of 1evenues eained, expenses ncuned, and/or net mmcome 1s appropriate for captal
maintenance, pubhc pelicy, management continl, accountability or other purposes



Town of Jonesboro, Lowisiana
Notes to the Financial Statements
June 30, 2012

Note 1 — Summary of Significant Accounting Policies (continued)

Activities accounted for in the Town’s propuictary fund follow all apphcable GASB pronouncements
as well as applicable Fmancial Accounting Standaids Board pionouncements issued on o1 befoie
November 30, 1989

Measmement Focus and Basis of Accounting

Gover nment-Wide Financial Statements (GWFEFS)

The government-wide financial statements aie reported using the economic resources measurement
focus and the acctual basis of accounting Revenues are recorded when eamned and expenses are
recorded when a lhability 1s incwred, 1egaidless of the timing of related cash flows Taxes ale
recognized as revenues in the year for which they are levied Grants and similar items are recognized
as revenue as soon as all eligibihty requirement 1mposed by the provider have been met Expenses are
1ecorded when lhiabilities are mcured

Government fund financial statements are repotted usmng the current financial 1esources measurement
focus and the modified accrual basis of accounting Revenues are 1ecognized as soon as they are both
measurable and available Revenues are consideied to be available when they are collectible within
the current period or soon enough thereafter to pay habilities of the current petiod For this purpose,
the government considers revenues to be available if they are collected within 60 days of the end of
the cunient fiscal pertod Expenditures penerally are 1ecorded when a liability 1s incurred, as under
accrual accounting

The Statement of Net Assets and the Statement of Activities display information about the reporting
government as a whole Fiduciary funds are not included n the GWFS

The Statement of Net Assets and the Statement of Activities was piepared using the economic
resources measurement focus and the accrual basis of accounting  Revenues, expenses, gains, losses,
assets, and liabihties resulting fiom exchange and exchange-like transactions are recognized when the
exchange takes place Revenues, expenses, gains, losses, assets, and habtlities resulting from non-
exchange transactions aie recognized in accordance with the requirements of GASB Statement No 33
Accounting and Financial Reporting for Non-exchange Ti ansactions

Program Revenues

Piogram revenues mclude charges to customers or applicants who purchase, use, or duectly benefit
fiom goods, setvices, or piivileges provided by a given functton or segment and grants and
contributions that aie restricted to meeting the operational or capital requuements of a particulai
function o1 segment Taxes and othet items not properly included among program ievenues are
repoited mstead as genetal revenues
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Town of Jonesboio, Lowsiana
Notes Lo the Financial Statements
June 30, 2012

Note 1 - Summary of Sigmificant Accounting Policies (confinued)
Allocation of Indirect Expenses

The Town 1eports all direct expenses by function in the Statement of Acuvities Duect expenses ate
those that are clearly 1dentifiable with the function Depreciation expense 1s specifically identified by
function and 1s mcluded in the diect expense of each function Intetest on long-term debt 1s
considered and indirect expense and 1s 1eported separately on the Statement of Activities

Governmental Funds

The accounting and financial reporting treatment applied to a fund 1s determined by its measurement
focus Governmental fund types use the flow of cuirent financial resouices measurement focus and
the modified acciual basis of accounting. Under the modified accrual basis of accounting revenue aie
tecognized when susceptible to accrual (1 ¢, when they are “Measumable” means the amount of the
transaction can be determined and “available” means collectible within the cirent period o: soon
enough thereafter to pay liabilities of the current peiiod The government considers all revenues
available if they are collected within 60 days after year-end Expenditwes aie tecorded when the
related fund liabihty 1s incurred, except for un-matuted principal and mterest on long-term debt which
1s recogmized when due Compensated absences and claims and judgments are reported in a
governmental fund only 1f the claims are due and payable

With this measurement focus, only current assets and cuirent hiabiltties are generally included on the
balance sheet Operating statements of these funds present increases and decreases mn net current
assets The goveinmental funds use the following practices in recording 1evenues and expenditures

Revenues

Ad valorem taxes are tecoided in the year the taxes ate due and payable Ad Valorem taxes are
assessed on a calendar-yea: basis and attach as an enforceable lien and become due and payable on the
date the tax rolls are filed with the recorded of mortgages Lowisiana Revised Statute 47 1994 requires
that the tax toll be filed on or before November 15 of each year Ad valorem taxes become delinquent
if not paid by December 31 The taxes are noimally collected in December, January, and February of
the cuirent year

* Ad valorem taxes are recognized when all applicable eligibility requuements are met and the
1esources ate available

¢ Sales and use tax 1evenues aie 1ecorded in the month received by the Town Fines, fees, and
court costs are recogmized m the perniod they are collected Fianchise taxes are susceptible to
accrual Occupational licenses ate not susceptible to acctual because gencially they are not
measuiable until 1ecerved in cash

* Entitlements and shated 1evenues are recorded as unrestricted grants-in-aid at the time of receipt
or eailier 1f the susceptible to accrual citeria aie met  Expenditine-diiven grants aie
1ecognized when the qualifying eapenditures have been mcwied and all other grant
iequnements have becn met and the susceptible to acciual critetia have been met




Town of Jonesboio, Loursiana
Notes Lo the Financial Statements
June 30, 2012

Note § —Summary of Significant Accounting Policics (continued)

Other 1eceipts become measutable and available when cash 1s teceived by the town and are tecogmized
as 1evenue at that time

Eapenditur es

When expenditwies ale incunted for the purposes for which both restricted and uniestricted amounts
are available, the Town of Jonesboro reduces restiicted amounts first, followed by unrestricted
amounts  When expenditues aie ncurred for putposed for which committed, assigned and
unassigned amounts are available, and the Town reduces committed amounts first, followed by
assigned amounts and then unassigned amounts

Salaties are recorded as paid
Other Fmancing Sources (Uses)

Transfers between funds that aie not expected to be repaid {or any other types, such as caprtal lease
transactions, sale of fixed assets, debt eatinguishments, long-term debt proceeds, et cetera) are
accounted for as othei financing sources (uses) These other financing souices (uses) are recognized at
the trme the undetlying events occw

Cash and Cash Equivalents

Unde: state law, the Town may deposit funds within a fiscal agent bank organized under the laws of
the state of Louisiana, the laws of any other state 1 the umon o1 the laws of the United States of
America The Town may nvest 1 certificates and time deposits of state banks organized under
Lowsiana laws and national banks having principal offices i Lowsiana

For puiposes of the statement of cash flows, cash equivalents include all lughly Iiquid investments
with a maturity date of three months or less when purchased

Unde: state law, the Town may also mvest in Umted States bonds, treasury notes or certificates
Those with maturities of 90 days ot less would be classified as cash equivalents and all otheis tepoited
as investments

The Town reports 1estricted assets on the Statement of Net Assets This 1s cash that ts customer
depostits 1n the water department

Investments
Under state law, the Town may mvest in United States bonds treasury notes or certificates If the

original maturities of nvestments exceed 90 days, they are classified as mvestments, howevet, if the
onginal matuiities ate 90 days o1 less, they aie classified as cash equivalents



Town of Jonesboto, Louisiana
Notes to the Financial Statements
June 30,2012

Note 1 - Summary of Sigmficant Accounting Policies (continued)

The vestments aie 1eflected at fan value except for the following which are permitted per GASB
Statement No 31

o [nvestments in non-participating interest-earmng contiacts, such as nonnegotiable certificates of
deposit with 1edemption teims that do not consider maiket 1ates, aie reported using a cost-
based meastire

* The Town reported at amortized cost money maiket investments and participating interest-
earning mvestment contracts that have a iemaming matuity at time of puichase of one year ot
less

e Intcrest-earning nvestment contiacts include time deposits with financial institutions (such as
certificates of deposit), 1epuichase agreements, and guaranteed investment contracts

» Money market mvestments are shoit-term, highly liquid debt insttuments that include U S
Treasury obligations

At June 30, 2012 the Town had investments summarized as follows

Gross Gross
Amortized Unrealized  Umeahized
Cost Gans Losses Maiket Value
Certificates of Depostt,
Matwiities greater than 90 days $34.340 3 - 3 - $34,340
Total $34.340 5 - 3 - $34,340

Piepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are tecorded as
prepaid expenses

Short —Term Inter-fund Receirvables/Payables

During the couise of operations, numeious transactions occur between individual funds for services
rendered These receivables and payables are classified as due fiom other funds o1 due to other funds
on the fund financial stalements balance sheet Short-term nter-fund loans ate classified as inter fund
receivables/payables

Inventory

Inventory s accounted for using the consumption method, where eapenditures aie 1ecognized as
mventory is used All purchased inventory iems are valued at cost (fiist-in, fist-out) Inventories of
the Enterpiise fund consists of tepan matenials, spaie paits, consumable supphes and fuel



Town of Jonesboto, Louisiana
Notes to the Fmancial Statements
June 30,2012
Note | — Summary of Significant Accounting Policies (continued)

Restiicted Assels Sewer & Watet Fund

Restiicted assets were applicable to the following at June 30, 2012

Consumer depostts $ 124,402
Debt service 125,304
Total 1estiicted assels 3 249,706

Capital Assets

Capital asscts arc 1ccorded at cither histonical cost or estimated historical cost and depreciated ovel
their estimated useful lives (excluding salvage value) Donated capital assets aie recorded at then
estimated far value at the date of donation The capitalization threshold for equipments 1s $500
Estimated useful life 1s management’s estimate of how fong the asset 1s expected to meet service
demands

All capital assets, other than land, aie depieciated using the straight-line method over the foliowing
useful lives

Description Estimated Lives
Building and improvements 40-50 years
Water System 25-40 years
Sewer System 40 years
Machinery and Equipment 3-20 years
Vehicles 5-10 years

Effective October 01, 2010 the Town adopted the provisions of GASB Statement No 51, Accounting
and Fmancial Repoiting for Intangible Assets The effect of this adoption was to establish new
categoites for fund balance reporting and revise the definitions of governmental fund types

Deferred Revenues

The Town reports deferied 1evenues on its Statement of Net Assets and Fund Balance Sheet Deferred
revenues anise when tesowces are received by the Town before it has a legal claim to them, as when
grant mones are received prioi to the occurience of qualifying expenditutes  In subsequent periods,
when the Town has a legal claim to the resources, the liabihity for deferied revenue 1s 1emoved and the
1evenue 18 recognrzed

Long-Term Debt

Long-tetm obligations, such as bonded debt and bank loans are recogmized as habilities of a
governmental fund only when due
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Town of Jonesboro, Lotisiana
Notes to the Financial Statements
June 30, 2012

Note 1 — Summary of Sigmificant Accounting Policies {continucd)

Compensated Absences

The Town has implemented GASB Statement Number 16 Accounting for Compensated Absences
Undet GASB Statement No 16, a liabihty for unpaid vacation that 1s aftnibutable to services alieady
rendered and that 1s not contingent on a specific event that 1s outside the contiol of the employer and
employee 1s acctued as employees earn the rights to benefits

The entuec compensated absence hability 1s icported on the government-wide financial statements For
governmental fund financ:al statements, the cunient portion of unpaid compensated absences 1s the
amount that 1s normally expected to be paid using expendable available financial resources These
amounts are recotded in the account “compensated absences payable” i the fund fiom which
employees who have accumulated leave are paid. The noncurtent portion of the hability 1s not
1eported

Employeces of the Town carn one week to three weeks vacation leave annually, depending upon length
of se1vice, with exceptions of two employees, vacation leave does not accumulate Employees eatn
from one week to three weeks of sick leave annually, depending upon length of service, employees are
allowed to accumulate 45 days of sick leave All sick leaves aie forfeited upan termination of
employment, except for appomted department heads. Liability for these compensated absences 1s
recorded on long-term debt in the government-wide statements The cost of leave privileges,
computed 1 accordance with GASB Codification Section C60, 1s recognized as a cuirent — year
espenditure i the General Fund when leave is actually taken

The Town has the following policy relating to vacation and sick leave

A full-time employee after completing one year of continuous employment fiom the date of hire
1s eligible for forty hours vacation with pay An employee, upon completion of two years
continuous employment from the date of hure 1s eligible for eighty hours of vacation with pay
Upon completion of eight years of continuous employment, the employee 15 eligible for three
weeks of vacation with pay No moie than forty hours may be cained over from one year to the
next without the Mayo1’s approval

Each employee 1s gianted five days sick leave with pay annually with the extension of up to ten
days 1f approved by the Mayor Any extia sick days fot long-tetm 1llness must be approved by
the Town Council. A maximum carry-over of five days is petmissible

The Town’s tecognition and measurement criteria for compensated absences follow
Vacation leave and other compensated absences with similai chaiacteiistics are accrued as a

liability as the benefits aie earned by the employees when both of the following conditions are
met

A The employee’s tight to teceive compensation 1s attnibutable to services already
rendered, and
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Town of Jonesboro, Lotisiana
Notes to the IFinancial Statements
June 30,2012

Note 1 — Summary of Significant Accounting Policies (continued)

B [l 1s probable that {he employees will be compensated for the benefits through paid time
off or some other means, such as cash payments at tetmination o1 retnement

A habihty for sick leave should be accrued using one of the following termination approaches

A An accrual for eatned sick leave should be made only to the extent 1t 1s probable that
the benefits will result in termination payments, 1ather than be taken as absences due to
illness o1 other contingencies, such as medical appointments and fune:ais

B Alteinatively, a governmentai entity should estimate its accrued sick leave liability
based on the sick leave accumulated at the balance sheet date by those employees who
currently are eligible to receive termination payments as well as other employees who
are expected to become eligible in the future to 1eceive such payments

The Town uses the alternative appioach acciue the liability for sick leave which includes salary-
related payments

The following 15 a summary of the changes in compensated absences for the year

Balance at the beginning of the year $ 32,989
Additions 34,847
Deductions 25,850
Balance at the end of the yea $ 41,986

Operating and Non-operating Revenues and Expenses

The piopuetary fund financial statements distinguish operating revenues and expenses from non-
operating 1tems Opeiating 1evenues and expenses aie those that result from providing services
associated with the principal activities of the tespective fund Prumary examples of operating 1evenues
are charges for water and sewei of the Water Utilities System Operating expenses nclude the cost of
sales and services, administrative costs, and depreciation expense Non-operating revenues and
expenscs aie those that do not meet the ctitenia described pieviously, and include wnterest and tax
1evenues and debt service expenses

Restricted Net Assets

Equity 1s classified as net assets and displayed in three components (1) invested in capital assets, net of
telated debt consists of capital assets, net of accumulated depieciation and reduced by outstanding
balances of any bonds, mortgages, notes, o1 other borrowings that aie attributable to the acquisition,
constiuction, o1 impiovements of those assets, (2) testiicted net assets — consists of net assets with
constraints placed on the use either by (a) external groups such as creditors, grantors, contributions or
laws o1 regulations of othet goveinments, o1 (b) law through constitutional provisions or enabling
legislation, and (3) uniestiicted net assets — all other assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt”
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Town of Jonesboto, Lomsiana
Notes to the Financial Statements
June 30,2012

Note 1 — Summary of Significant Accounting Policics (continue)

Begimning with the fiscal year 2011, the Town implemented GASB Statement No 54, Fund Balance
Reportmg and Governimental Fund Type Defimtion  This statement provides more clearly defined
fund balance categoites to make the nature and extent of the constiaints placed on a government’s
fund balance more transpatent The following classifications desciibe the relative strength of the
spending constiaints placed on the purposes for which 1esouices can be used

s Non-spendable fund balance — amounts that ate not 1 a spendable form (such as mventory)
o1 are requued to be mantained intact

»  Restricted fund balance — amounts constrained to specific purposed by thetr providers (such
as giantors, bondholders, and higher levels of government), thtough constitutional
provisions, or by enabling legislation

s Conmmutted fund balance — amounts constiained to specific put poses by a government itself,
using its highest level of deciston making authority, to be 1epoited as committed, amounts
cannot be used for any other purpose unless the goveinment takes the same highest level
action to 1emove ot change the constiaint.

s Assigned fund balance — amounts a government intends to use for a specific purpose, intent
can be expressed by the governing body or by an official or body to which the governing
body delegates the authority

s Unassigned fund balance — amounts that aie available for any purpose, positive amounts are
reported on 1n the general fund

The goveinment-wide statement of net assets reports $522,660 of restricted net assets, all of which 1s
restticted by enabling legislation

In the street sales tax fund, amounts have been 1estricted for future repair and maintenance of streets

The Boaid of Aldermen establishes (and modifies o1 rescinds) fund balance commitments by passage
of an mdinance or 1esolution  This is typically done through adoption and amendment of the budget
A fund balance commitment 1s further indicated in the budget document as a designation or
commitment of the fund (such as for special mcentives) Assigned fund balance is established by the
Board of Aldeimen thiough adoption o1 amendment of the budget as intended for specific purpose
(such as the puichase of fixed assets, constiuction, debt service, or for other purposes)

Governmental fund equity 1s classified as fund balance Fund balance 1s further classified as non-

spendable, testricted, comnutted, assigned, and unassigned Propiietary fund equity 1s classified the
same as 1n the goveinment-wide statements
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Town of Janesboio, Louisiana
Notes to the Financial Statements
June 30, 2012

Note 1 — Summary of Significant Accounting Policics (continued)

Fund Balances of Fund Financial Statements

Reservations of [und balance 1epresent amounts that aie not app:optiable for expenditures o1 legally
segregated for specific purpose Designations of fund balance represent tentative management plans
that ate subject to change

Inter-fund Activity

Inter-fund activity 1s reported as loans, setvices provided 1eimbuisements o transfers. Loans aie
reported as mter-fund receivables and payables as appiopriate and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are tieated as revenues
and expenditures/expenses Reimbursements are when on fund mcurs a cost, chmges the appropriate
benefiting fund and 1educes its related cost as a renmbuisement  All other inter-fund transactions me
treated as transfets Transfers between governmental ot proprietary funds are netted as part of the
teconciliation to the government-wide financial statements

Sales Taxes

The voters of the Town of Jonesboro levied a one peicent sales and use tax on April 1, 1980, to
provide funds for any lawful activity of the Town In Januaiy 1988, the taxpayers of the Town levied
an additional one peicent sales and use tax for a peried of ten (10) years commencing August 1, 1989
In July, 1998, the taxpayers of the Town renewed the one peicent sales and use tax for an additional
ten (10) yeais commencing

August 1, 1999, In July, 2008, the taxpayers of the Town renewed the one percent sales and use tax fo
an additional ten (10) years commencing August 1, 2009 The purpose of tlus tax 15 for the
construction, mantenance, repaut and improvements of the Town’s streets

Use of Estimates

The pieparation of financial statements in conformity with accounting principles generally accepted in
the United States of America tequires 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 statement and the repoited amounts of revenues and expenditures duiing the reporting
period Actual results could differ from those estimates

Budgets

The Mayor and Town Clerk piepaic a proposed budget and submit the saime to the Boaid of Aldermen
no later than fifteen days prior to the begining of each fiscal yeat The proposed budget 1s 1eviewed
by the board of aldeimen and made available to the public At least ten days after publication of the
call for a public hearing The Town holds a public hearing on the proposed budget in order to receive
comments fiom citizens Changes aic made to the proposcd budget based on the public hearmg and
the destres of the Boaid of Aldeimen as whole The budget 1s then adopted through the passage of an
ordinance during the June meeting
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Town of Jonesboio, Lowisiana
Notes to the Financial Statements
June 30,2012

Note 1 — Summary of Sigmficant Accomnting Policies {continned)

During the year, the Board of Aldermen should teceive monthly budgel comparison statements, which
are used a tools to contiol the operation of the Town The Town Cleik presents necessary budget
amendments to the boaid when she determines that actual opeiations are differing matenally from
those anticipated in the original budget The boaird n regular session reviews the pioposed
amendments, makes necessary changes, and formally adopts the amendments The budget was
amended once during the year The Mayor and Boaid of Aldermen must apptove all changes in the
budget The Town does not use encumbiance accounting 1n its accounting system

Elimination and Reclassifications

In the process of aggregating data for the statement of net assets and the statement of activities, some
amount reported as inter-fund activity and balances i the funds wete ehminated or reclassified Inter-
fund receivables and payables wete eliminated to minmuze the “giossing up” effect on assets and
habtlities within the governmental activities columns

Note 2 — Cash and Cash Equivalents

The Town had the following cash balances as of June 30, 2012

Demand Deposits § 321,922
Reserved Funds 605,660
Total H_927,582

Note 3 — Concentration of Risk

Interest rate risk 1s defined as the risk that changes in interest rates will adversely affect the fair value
of mvestments The Town does not have a policy addressing inteirest rate risk

Credit Risk The Town’s investments aie 1 Certificates of Deposits which do not have credit rating,
however, the Town does not have a policy addressing credit 1ate 115k

Custodial credit nisk 1s the 11sk that in event of a bank failume, the government’s deposits may not be
returned to it The Town’s cash and investment policy, as well as state law, require that deposits be
fully secured As of June 30, 2012 of the Town's bank balances of $1,356,706, there was $35,201 that
was exposed to custodial credit 115k because it was unmsured and uncollateralized with secunities held
by the pledging financial institution’s trust department or agent, but not in the Town’s name

Even though the pledged securities are consideired uncollateralized under prowvisions of GASB
Statement No 3, Louisiana Revised Statue 39-1229 imposes a statutory tequirement on the custodial
bank to advertise and sell the pledged secunities within 10 days of being notified by the Town that the
fiscal agent has failed to pay deposited funds upon tequest The Town does not have a policy
addressing custodial credit rnisk
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Town of Jonesboro, Lousiana
Notes to the Financial Statements
June 30,2012

Note 3 — Reccivables

The followmg 1s & summary of 1cceivables at June 30, 2012

Utility
Class of Recervables General Enteiprise Total
Other Receivables 51,271 - 51,271
Utilities
Billed utihties - 432986 432,986
Gross Receivables 51,271 432986 484,257
Less allowance for un-collectables - {28.897) (28.897)
Net total receivable S 51,271 £404,089 £455,360
Note 4 — Inter-fund Transactions
Inter-fund transfers include the following,.
Transfers
Transfer In Transfer Out Amount
General Fund Fire Dept Ad Valorem Tax Fund $ 84,476
General Fund Street Ad Valorem Tax Fund 866,157
General Fund Stieet Sales Tax Fund 769,129

£1719.762

Ad valorem and sales tax receipts are recorded in special revenue funds and then transferred to the
general fund whete the expenditures are budgeted
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Town of Joneshoro, Lowisiana

Notes to the Fmancial Statemenis

Note 5 - Capital Asscts

Governmental activitics
Capital asset nol bemng depreciated
Land
Construction In Progress
Total capital assels not being depreciated
Capnial assets being depreciated
Land Improvements
Buildings & Building Impiovements
Furmiture and equipment
Vehicles
Total capital assets being depreciated
Less accumulated depreciation
Land Improvements
Buildings
Furniture and equipment
Vehicles
Tolal accumulated depreciation
Total capual assets being depreciated, net
Governmental activities
Capital assets, net

June 30, 2012

Balance Balance

Beginning Addiions Decletion Ending
$ 148,177 3 - 3 - 5 148,177
743.744 259,036 204,564 798216
891,921 259.036 204,564 949,393
1,054,366 204,564 - 1,258,930
919,137 - - 919,137
1,841,181 - - 1,841,181
1,062,488 - - 1,062 488
4,877,172 204,564 - 5.081.736
28,826 54,461 - 83,287
631,604 37,958 - 669,561
1,627,673 40,283 - 1,667,956
882,518 34.366 - 916.885
3,170 621 167,068 - 3.337.689
1,706,551 37,496 - 1,744,047
S 2598472 & 2096532 5 204564 5 _2.600.440

A schedule of changes in capital assets for the year ended June 30, 2012

Depreciation expense was charged to governmental activities as follows

General Government
Public Safety

Streets, Arrport and Recreation

Total
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Note 5 — Capital Asscts (continued)

Business lype Activitics
Capital asact not bemg depieciated
Construction In Progress
Total capital assets not being depreciated
Capital asscls being depreciated
Water System
Sewer System
Equipment
Buildings
Tolal capital assels bemng depreciated
Less accumulated depreciation
Water System
Sewer System
Cquipment
Buildings
Total accumulated depreciation
Total capilal assets being depreciated, net
Business Type Activilies
Capital assets, net

Accounts payable
Payroll habilities
Compensated Absences
Accrued Wages
Due to Other Funds
Other Liabilitics

Total

June 30, 2012

Town of Jonesbore, Lowsiana
Notes to the Financial Statements

Beguning, Ending

Balances Additions Deletions Balances
§ 674800 3% 132,630 s - 3 807,430
674,800 132.630 - 807,430
4,745,120 - 4,745,120
3,421,677 - 3,421,677
1,316,870 7,070 1.323,940
125411 - 125411
9.609.078 2,070 - 9.616,148
939.810 108,460 - 1,048,270
1,026,490 85,589 - 1,106,079
638,621 104,350 - 742,971
50,215 3.008 - 53.223
2.649.136 301,407 - 2,950,543
6.959,942 (294,337) - 6 665,605
$£2634742 & (61707 & .- & 7437.035

Notc 6 — Accounts, Salaries, and Other Payables

The payables at June 30, 2012, are as follows

Utility
General _Enterprise Total

$ 223,500 $ 47,587 $ 271,087
41,591 8,860 50,451
37,506 4,480 41,986
7339 2,131 9,470
15,608 502,94) 518,549

1,200 - 1,200

5 326,744 $__ 565999 $. 892743
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Town ot Jonesboio, Louisiana
Notes 1o the Financial Statements

June 30, 2012

Note 7 — Long-Term Liabilines

The following 1s a summaty of the long-term obligation tiansactions fot the year ended June 30, 2012

Govemmental aclivities
Compensated absences
Capital feases

Tolal governmental aclivities

Business-type activitics
Bonds payable
Compensated absences
Capital feases

Tolal business-type activities

Long-term Liabihties

The mdividual 1ssue 15 as follows

Bond Issue

Business - type aclivitics
USDA - Water Revenue Bonds
Series 2008

Amounis
Duc
Begmnmp Ending Within
Balance Additions Delctions Balance One yea
$ 24914 £ 38190 3 33,665 F 29499 $ 29,499
65,833 26.607 18610 73.830 20,930
00,807 64,797 52,275 103,329 50,429
$ 2290847 3% - & 22,679 $2,268,168 $ 23,722
2,955 4,334 3,799 3,450 3,490
708,771 26.607 82,691 652.687 93,261
3,002,573 30,941 109,169  __2.924,345 120,473
53003380 K_95738 8161444  $3.027.674 £170.902
IMnal
Interest Payment Interest to Principal
Issue Date  Original [ssuc Rate Due Matunty Qutstandmp
/2212009  $ 2,300,000 4 50% 112212049 $2,331,036 $2,244,445

The annual requirements to amortize all bonds outstanding at June 30, 2012 are as follows

For the year ended June 30,
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036
2037-2041
2042-2046
2047-2049
Total

Principal Interest

3 24 812 $ 100,492
25,591 99,353
27,144 98,160
28,391 96,913
167,757 463,763
203,740 422,780
255,039 371,481
319,257 307,263
399,644 226,876
500,274 126,246
297437 17,708

8 2,244,445 22,331,036
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Total
125,304
125,304
125,304
125,304
626,520
626,520
626,520
626,520
626,520
626,520

315,145
S4.575481
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Town of Jonesboro, Louistana
Notes to the Financial Statements
June 30, 2012

Note 7 — Long-Term Liabilities (continued)
The capital leases are paid using resouices fiom the governmental and business-type activities,
whereas the compensated absences are paid using 1esouices from the cotresponding fund 1n which the

salaries are being paid  The bond principal payments are being paid fiom the business-type activities

The Town tecords items under capital leases as an assel and an obligation in the accompanying
financial statements

The (ollowing 1s an analysis of capital leases.

Accumulated Net Book

Type Governmental or Business Type Activities __Cost Depreciation _ Value

Water meters Business Type $ 820,513 $ 365,519 $ 454,994
Dozer Half goveinmental and half business type 93,965 70477 23,488
Traclor and excavator Business Type 69,082 49,492 19.590
Tractor and mower Hall governmental and half business type 88,945 66,712 22,233
Cxcavator [1alf governmental and half business type 49,545 9.909 39.636

$1,122,050 $ 562,109  §559,941

The following 1s a schedule of futwie minimum lease payments under capital leases, togethier with the
ptesent value of the net mimimum lease payments, as of June 30, 2012

Water Tractor w/  Tractor w/
Meters _ Dozer  Excavator Mower Excavator Total

2013 20,000 15,816 11,831 14,971 17,771 150,389
2014 91,000 15.816 17 831 14,971 1,480 135,098
2015 92,000 15,814 3,912 14,970 - 128,696
2016 94,000 - - - - 94,000
2017-2018 190,936 - - - - 190,936
Net minnmum lease payments 557,936 47,446 29,574 44,912 19,251 699,119
Less amounts representg interest 79,409 3319 1.929 3.145 531 87,802
Present value of net minimum lease

payments $478527 § 44127 % 27645 § 41767 S§18720 5611317
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Town of Jonesboio, Louisiana
Notes to the Financial Statements
June 30, 2012

Note 8§ — Retircment Systems

Substantially all employces of the Town of Jonesboto aie members of the Municipal Employees
Retnement System of Lowmsiana, Municipal Police Employees Retirement System of Lowsiana, o1
Firefighter Retirement System of Lowsiana. These systems aie cost-shaiing, multiple-employer
defined benefit pension plans administered by sepatate boards of trustees

The Mumicipal Employees Retirement System of Louisiana (System)

The Municipal Employees Retirement System of Lowisiana (System) 1s composed of two distinct
plans, Plan A and Plan B, with separate assets and benefit piovisions  All eligible employees of the
Town are members of Plan A

Plan Desciiption

All permanent employees working at least 35 hours per week who are not covered by another pension
plan ate paid wholly or in pait from municipal funds and all elected municipal officials are eligibie to
participate in the System Under Plan A, employees who 1etire at or after age 60 with at least 10 years
of creditable service and at o after age 55 with at least 25 years of creditable service or at any age
with at least 30 yeais cieditable service aie entitled to a retirement benefit, payable monthly for life,
equal to three percent (3%) of then final-average salary foi each year of creditable service Final
average salary 1s the employees’ average salary over the 36 consecutive ot joined months that produce
the highest average Employees who terminate with at least the amount of cieditable service stated
above, and do not withdraw their employee contributions, may retire at the ages specified above and
recetve 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 1ssues an annual publicly available financial teport that ncludes financial statements and
required supplementary information for the System The report may be obtained by writing to the

Municipal Employees Retuement System of Lowsiana, 7937 Office Park Boulevaid, Baton Rouge,
Louisiana 70809, or by calling (225) 925-4810

Funding Policy

Under Plan A, members aie requued by lhe stale statue to contribute 9 25 percent ol then annual
coveied salary and the Town of Jonesboro 1s required to contiibute at an actuarially detetmined rate
The cunent rate 1s 16 75 peicent of annual covered payioll Contiibutions to the System also include
one-fourth of 1 peicent, except for Orleans Parish and East Baton Rouge Parish, of the taxed shown to
be callected by the tax 10lls of cach patish  These tax dollais are divided between Plan A and Plan B
based proportionately on the salanies of the active membeis of each plan  The contribution
requuements of plan membeis and the Town of Jonesboro are established and may be amended by
state statue As provided by RS 11 103, the employe: contitbutions are detetmined by actuanal
valuation and are subject to change each year based on the results of the valuation for the prior yea
The Town of Jonesboto contributions to System under Plan A for the years ending June 30, 2012,
2011, and 2010 were $70,712, $79,850, and $80,668, 1espectively, equal to the required contributions
for each year
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Town ol Jonesboro, Louisiana
Notes to the Financial Statements
June 30, 2012

Nole 8 - Retirement Systems (continuced)

The Municipal Police Employees Retnement System of Louisiana (System)

Plan Description

All full tune police department employees engaged w law enfoicement are 1equired to participate in
the System  Employees who 1etire at or after 50 with at least 20 yeats of creditable seivice o1 at or
after ape 55 with at least 12 yeais of creditable service aie entitled to a 1etirement benefit, payable
monthly for life, equal to 3 1/3 peicent of their final average salary for each year of creditable service
Final average salary 1s the employees’ average salary over the 36 consecutive or joined months that
produce the highest average Cmployees who tetminate with at least the amount of creditable service
stated above, and so not withdiaw their employee contributions, may 1etire at the ages specified above
and receive the benefit acciued to their date of temination, The system also piovides death and
disability benefits Benefits are established or amended by state statue The System issues an annual
publicly available financial 1eport that includes financial statements and 1equired supplementary
information for the System The repoit may be obtained by wnting to the Mumcipal Police
Employees Retirement System of Louisiana, 8550 United Plaza Boulevard, Smte 501, Baton Rouge,
LA 70809-0200 or by calling (225) 929-7411

Funding Policy

Plan members are requued by state statue to contribute 10 percent of their annual covered salary and
the Town of Jonesboro 1s required to contribute at an actuanally determined rate The curient rate 15
26 5 percent of annual coveied payioll The contribution requirements of plan imembers and the Town
of Jonesboro aie established and may be amended by state statue As provided by R S, 11 103, the
employet contibutions are determined by actuaiial valuation and aie subject to change each year
based on the results of the valuation foi the priot year The Town of Jonesboro contributions to the
System under Plan A for the years ending June 30, 2012, 2011, and 2010 wete $23,076, $24,117, and
$18,503 1espectively, equal to the requued contributions for each yeai

The Firefightets Retirement System of Louisiana

Plan Description

Membership of the Lowtsiana Fuelighters Retuement System 1s mandatory for all full time firefighter
employees by a municipahty, parish ot fite protection district that did not enact an ordinance before
January, 1980, exempting itself for participation in the System Employees aie eligible to retire at or
after age 55 with at least 12 yeais of creditable seivice or at o1 after age 50 with at least 20 years of
creditable service Upon retircment, membets are entitled to a 1etnement benefit, payable monthly for
Iife, equal to 3 1/3 peicent of then final average salaiy for each year of cieditable service, not to
exceed 100 percent of their final average salary Final average salaiy 1s the Employees average salary
ovet the 36 consecutive months that produce the hughest aveiage who terminate with at least 12 years
of service stated, and do not withdiaw theu employee contiibutions, may retire at or afier age 55 (o1
age 50 with at least 20 yeais of cieditable service at termination) and receive the benefit accrued at
then date ot tetmination The System also provides death and cisability benefits  Benefits are
established or amended by state statue The System 1ssucs an annual publicly available financial report
that mcluded financial statements and 1equued supplementary information for the System The report
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Town of Jonesboio, Louisiana
Notes to the Financial Statements
June 30, 2012

Note 8 — Retnement Systems (continued)

may be obtained by wuitig to the Firefighteis Retirement System, P O Box 94095, Baton Rouge, LA
70804 or by calling (225) 925-4060

Fundng Policy

Plan membets are requued by state statute to contribute 10 percent of then annual coveied salary and
the Town of Jonesboro is requured to contnibute at an actuarially determimed 1ate  The cunent rate 1s
23 25 percent of annual covered paytoll  The contibution requirements of plan members and the
Town of Jonesboro are established and may be amended by state statue. As provided by RS 11 103,
the employer contnibutions aie determined by actuarial valuation and ate subject to change each yem
based on the 1esults of the valuation for the prior year The Town of Jonesboro contributions to the
System under Plan A for the years ending June 30, 2012, 2011, and 2010 weie $3,076, and $18,503,
1espectively, equal to the requied contiibutions for each year

Note 9 — On Behalf Supplemental Pay

Certain employees meeting statutory qualifications wm the fire and police department receive
supplemental pay duectly from the State of Lowistana This Supplemental pay in the amount of
$45,500 is recogmzed as intergovernmental revenue and public safety expenditures m the following
departments

Department Amount
Police $ 34,625
Fire 10,875

Total § 45,500

Note 10 — Commitments and Contingencies
Liutigation

At June 30, 2012, the Town 15 involved 1 several lawsmts  In the opwion of the Town’s legal
council, the outcome of any rtemaming lawsuits will not materially affect the financial statements

Grants Recervable

Amounts received or 1ccervable fiom giant agencies are subject to audit and adjustment by grantor
agencies, principally the tederal government Any disallowed claims, mcluding amounts already
collected, may constitute a ltability of the applicable funds The amount, if any, of expenditures which
may be disallowed by the giantor cannot be deterrmined at this time although the Town expects such
amounts, if any, to be inmaterial
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Town of Jonesboio, Louisiana
Notes to the Financial Statements
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Note 11 — Risk Mauagement

The T own 1s exposed Lo various 11sks of loss 1elating to toits, thefl of, damage to, and destruction of
assets, etrors and omissions, injuries to employees, and natural disasters  These 11sks are covered by
commercial mswance puichased fiom independent third parties, eacept for general habiity, law
enforcement officers’ hability, and public officials’ Lability coverages that wete obtained fiom the
Loutstana Municipal Risk Management Agency The Lowsiana Munictpal Risk Management Agency
1s a municipal risk pool admuustered by the Louwisiana Municipal Association  The Lowsiana
Muntcipal Risk Management Agency opetates stmtlar to a commeicial insurance company  Premiums
are assessed membess of the Louisiana Municipal Association annually, based on past experience of
claims The Loutsiana Municipal Risk Management Agency setvices all claims for risk of loss to
which the Town 15 exposed and cannot assess additional amounts :f losses exceed their premiums (the
covered tisks ate transferied to the Lowsiana Municipal Risk Management Agency) No claims were
paid on any policies during the fiscal yeai that exceeded the policies’ coverage amounts There were
no significant reductions 1n msuiance coverage during the year ended June 30, 2012

Note 12 — Levied Taxes

Town levies property taxes on teal and business pioperty located within the Town’s boundaries
Property taxes are levied by the City on pioperty values assessed by the Jackson Parish Tax Assessor
and approved by the state of Louisiana Tax Commussion The Jackson Paiish Tax Assessor prepared
tax statements for the Town Ad valorem taxes were levied on September 22, 2011 with a due date of
December 31, 2011 and a lien date of January 1, 2012

The following is a summary of authorized and levied pioperty taxes

Authorized Levied

Mullage Millage
Constitutional 7 66 695
Operation and maintenance - fite protection 500 500
Operation and maintenance - streets 500 500

The difference between authorized and levied millages 1s the result of reassessinents of taxable
moperty tequired by aiticle 7, Section 18 (f) of the Lowsiana Constitution of 1974

A tevaluation of all propeity ts required after 1978 to be completed no less than every fou: years The
last revaluation was completed for the roll of January 1, 2009 Total assessed value was $17,469,880
in calendar year 2011

State law requires the shenff to collect propeity taxes mn the calendar year in which the assessment 1s
made Property taxes become delinquent January 1 of the following year If taxes are not paid by the
due date, taxes bear inteiest at the rate of 1 25% per month until the taxes are paid  After notice 1s
given to the delinquent taxpayers, the shenift 1s required by the Constituiion of the State of Lowsiana
to sell the lease quantity of piopeity necessaty to settle the taxes and interest owed

The calendai year tax 101l 1s ptepared by the tax assessor and appioved by the State Tax Commission
in Novembeir of each yeai  The amount of piopeity taxes to be collected occwrs in December 2011,
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Town of Jonesboio, Lomsiana
Notes to the Financial Statements
June 30, 2012

Note 12 — Levied Taxes (continued)

and January and Febivary 2012 All propetty taxes aie tecoided in the general, spectal revenue, debt
service and capital piojects funds The Town considets the date penalty and intetest accrues (January
1, 2012) as the date an enforceable legal claim occurs for pioperty taxes Pioperty tax revenue is
tecognized m the period for which the taxes are levied (budgeted) Accordingly, the property taxes are
budgeted in the 2011-2012 fiscal year of the Town

Estimated uncollectible taxes aie those taxes based on past experience which will not be collected 1n
the subsequent yeat and me primarily due to subsequent adjustments to the tax 1oll Histouically,
virtually all ad valoiem taxes receivable were collected since they ate secured by property Therefore,
theie 1s no allowance for uncollectible taxes

Note 13 — Stewardship, Compliance and Accountabihity

Excess of Expenditwies over Approptiations ndividual Funds

Budget Actual Variance
General Fund $ 3,806,990 $ 3239362 § 567,628

Note 14 — Compensation of the Governing Board

The schedule of compensation paid to the Mayo: and Aldeiman was piepared 1n compliance with
House Concurrent Resolution No 54 of the 1979 Session of the Loutsiana Legislature As authorized
by Town ordinance, aldermen were paid $500 per month

Leshe Thompson, Mayor $ 70,731
LaStevic Cottonham 6,000
Devin Floweis 6,000
Charla Mason- Melton 6,000
Samuel Lamkin 6,000

Renee Stunger

6.000

$ 100,731
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June 30,2012

Note 15 — Subsequent Events

The management of the Town of Jonesboio, Lowsiana evaluated subsequent events and tiansactions
for potential 1ecogmtion o disclosute in the financial statements thiough Apiil 10, 2013 the date
which the financial statements weic available to be issued

The Legislative Auditors® Office 1s currently monitoring the Town’s expenditmies  In June 2012
Legislative Council tecommended that a Financial Admimistiator be placed in the Town

In October 2012, the Fiscal Administrator appointed by the Legislative Auditor’s Office to monitor the
Town’s expenditures resigned from the position This matter 1s cuttently in pending htigation status
as a Preliminary Injunction was rendered against the Town for contempt The motion of contempt was
placed against the Town due to noncompliance with the tetms and conditions enacted by the
Legislative council, and the adherence to guidelines established by the Fiscal Admunistrator
Conveisely, the Town has a pending motion for contempt against the State and the forme: Fiscal
Administiator for the reimbursement of taxpayer funds
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Budgetary I'und Balances Beginning

Resources (inflows)
Local sources
Taxes
Ad valoren
Franchise tax
Sales and usc
Other taxes
Chain store
Penalties and interest
Ltcenses and permits
Fincs, torfeitures and court costs
Intergovernmental revenues
State funds
Federal revenue
Slale revenuc
Other
Fees, charges and commissions for services
Use ot money and property
Rents and royalties
Other revenues
Transfers from other funds

Amounts available for appropriations

Charges to appropriations (outflows)
General government

Legisiative

Judicial

Exccutive

Election

Tingncial and edmnustrative
Pubhc safety

Fire protection

Pohee protection

Animal control
Publie works

Santation and wasle

Cultural and recreation

{ransportanion

Town development

Entertoinment and markeung

Airport

Cemetary

Cupital outlay

Debt service
Principal
Interest
Total charges to appropriabons

Budgetary | und Balances, Cnding

TOWN OF .JONESBORO, LOUISIANA

General Fund
Budgetary Companison Schedule
June 30, 2012

Exhibit 1-1

Varance Wilh

Actual I'mal Budget
Budpeied Amounts Amounts Positive
Ongmal Final (Budgetary Basis) {Negative)
$ 448 813 3 448,813 5 448813 % -
295,000 295,000 122,496 (172,504}
100,000 100,000 91,032 (8,968)
1,700,000 1,700,000 679,695 (1,020,305)
15,000 15,000 2,232 {12,768)
2,500 2,500 3,1 1,271
2,000 8,500 8,159 (341)
101,500 101,540 92,663 (B,877)
45,700 35,200 50,587 14,887
56,000 322930 111,583 8 651
25,000 537,176 238,321 (298.855)
194,800 223,594 40,898 (182,696)
388,250 323,850 256,912 (66,938)
- - 178 178
36,500 43,200 23,997 (19,203)
87,000 98,000 86,362 (11,638)
- - 1,719,762 1,719,762
3,498,063 4255,803 4,197,460 (58,343)
63,300 64,490 59,974 4,516
6,670 6,670 5,867 803
96,460 101,960 87,51 14,389
10,000 - - -
503,818 494,586 415429 79,157
342000 417,364 373,804 43,560
731,570 681413 645,201 36,212
47,150 12,605 12,749 (144)
204,550 213,600 205,619 7,981
38,000 33,800 12,394 21,406
935,000 1,003,828 841,994 161,834
7,500 5,500 475 5,025
10,500 13000 3,841 9.159
7.3 747,874 281,431 466,443
15,000 10,300 9,700 600
- - 259,036 (259,036)
- - 21,224 (21,224)
- - 3,054 (3,054)
3,049,250 3,806,990 3,239,362 567,628
$ 448,813 $ 448813 $ 958099 $  (625.971)




Budgetary tund Balances, Begmiung
Resources (inflows)
Local sources
Taxes
Ad valorem
Use ol money and property

Amounts available for appropriations

Charges to appropriations (outflows)
Transters to othur funds

Tatal charges lo appropriations

Budgetary Fund Balances, Ending

FOWN OF JONESBORO, LOUISIANA

Fire Depar tment Ad Yalorem Inx
Budgetary Companison Schedule

June 30, 2012

Exluint 1-2

Vanance With

Actual Final Budget
Budacted Amounts Amounts Posiive
Oryzinal Fial (Budgelary Basis) (Negative)

5 24,939 $ 24,939 $ 24939 § -
125,000 125,000 89,203 (35,797

. . 192 16,095
149,939 149,939 114,334 {(19,702)
35,000 85,000 $4,476 {524)

85,000 85,000 84,476 524
5 64,939 3 64,939 H 29858 § (19,178)




Budgetry Fund Baolances, Begmning

Resources (anflows)
Loual sources
laxes
Ad valorem
Use of moncey and property
Translers (rom other funds

Amoaunts available for appropriations

Charges to appropniations {outllows)
Transfers to other funds

7 otal charges 10 appropriations

Budgetary Fund Balances, Ending

TOWN OF 1QNESBORQ, LOUISIANA

Stree Ad Valorem Tax
Budgetary Comparison Schedule
June 30, 2012

fuxhihit 1-3

Vanance With
Actual Final Budpet
Budgeted Amounts Amounts Positive
Ongmal 'inal (Budgetary Basis) (Nepative)

b 71,940 5 71,940 3 71,940 § -
125,000 125,000 88,009 (36,931)

. - 140,571 -

166,940 196,940 900,580 703,640

85,000 85,000 866,157 781,157

85,000 85,000 865,157 81,157
5 111,940 3 111,940 3 34423 § (77,517)
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Brwdgetary I'und Balances, Beginmag
Resources {inflows)
Local sources
loxes
Ad vatorem
Use of money and property

Amounts available lor appropriations

Charges to appropriations (outflows)
Tronslers to other lunds

Total chirges to appropriations

Budgetary Fund Balances, Ending

TOWN OF JONESBORO, LOUISIANA

Strect Sales Tox

Budgetary Companson Schedule

June 30, 2012

Extibat 14

Vanance With
Aclual T'mal Budget
Budpcied Amounts Amounis Pasitive
Onginal I'inal (Budgelary Busis)  (Negative)

$ 471,177 $ 474,777 5 471,771 % -
850,000 850,000 681,064 (168,936)
1,500 1,500 905 (595)
1,323.277 1,321277 1,153,746 (169,531)
850,000 850,000 769,129 (80.871)
850,000 850,000 769,129 (80.871)
b 473,277 s 473277 $ 384617 $ (88,660)

40




Town of Jonesboio, Louisiana
Notes to the Budgetary Comparison Schedules
Junc 30, 2012

Note A — Budget Practices

A proposcd budget for the general fund and the special 1evenue funds of the Town of Jonesboro 1s
prepared on the modified accrual basis of accounting The budget 1s legally adopted by the Town of
Jonesboto and then amended duiing the year, as necessary  The budget 1s established and controlled at
the object level of expenditures Approptiations lapse at yeat-end and must be te-appropiated fot the
following year The Town of Jonesboio authorizes all amendments to the budget One amendment
was made to the onigmal budget

Formal budgetary integtation 1s employed as a management contiol device duiing the year
Note B — Budget to GAAP Reconciliation

Explanation of differences between budgetaiy nflows and outflows and GAAP revenues and
expenditures are presented on the next page

Note C — Excess of Expenditures over Appropriations

Budget Actual Variance
General Fund $ 3,806,990 $3,329,362 $ 567,628
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1OWN OF JONESBORO, LOUISIANA

Notes to the Budgetary Compaison Schedules

June 30, 2012
1 ire Depl
Ad Street Ad
Vatarem Vatarem Street Sales
General Tan Tax lax
Sources/inllows of resources
Actural amounts {budgetary basis) *avaulable for
appropnation”™ from the Budgeiary Comparison
Schedule $ 4,197,460 3 114,334 000,580 $ 1,153,746
State and federal grants not included 1 the budget 569,904 - -
The fund Balance at the beginning ol the year1sa
budgelary resource but i1s nat a current-year
revenue for financial reporting purposes (57.985) (24,939) (71,940) (471,776)
Transfer from other funds are inflows for budget-
ary purposes but are not revenue for financial repor-
ing purposes (1,719,762) - - -
‘Total revenues as reporled on the Statement off
Revenue, Expenditures, and Changes in Fund
Baolonces - Governmental Funds $ 2489617 % 89,395 828,640 § 581,970
Uses/Outflows of resources
Aclual amounts (budgetary basis) “Fotal charges
10 appropriations” from the Budgetary Comparison
Schedide 3,239,362 84,476 866,157 769,129
State and lederal grants not included in the budpet 569,904 - - -
Transfers to other funds are cutflows for budgetary
purposcs but are not expendstures for finaneial
reporting purposes (279.434) (84.476) (866,157) (769.224)

Total expenditures as reported on the Statement of
Revenues, Expenditures and Changes in Fund

Balances - Governmental ['unds

§ 3529832 $ -
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AGREED UPON PROCEDURES
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AMIRICAN [NSTITUIL O
CLRTITICD PUBLIC ACCOUNTANI
SOCILIY OT LOUISIAN
CLRUITIED PUNLIC ACCOUNITAN

INDEPENDENT ACCOUNTANTS’ REPORT ON
APPLYING AGREED-UPON PROCEDURES

ltonorable Leslic Thompson Mayat

and Membe:s of the Boaird of Aldcimen
Town of Jonesboio
Jonesboro, Lowisiana

We have perfoimed the praceduies meluded in the Lowsiana Governmental Audit Guide
and enumetated below, as they are a 1equued pait ol the audd engagement We aie
requued to peifoim each piocedwe and icpoit the tesults, including any exceplions
e o Manapement 1s 1equized to provide a cotrective action plan that addiesses all exceptions
o ‘ noted Foi any procedures that do not apply, we have mahed “not applicable

Lt e e Management of the Town of Jonesboio is tesponstble fou its financial tecords,
o . ;. estabhshing internal contiols over financial 1eporting, and compliance with applicable
o7 . 77 laws and regulation, These pioceduies were agieed to by management of the Town of
o . Jonesboio and the Legislative Auditor, State of Lowsiana, solely to assist the useis in
' assessing ceilamy contiols and n evaluating management’s assertions about the Town of

Jonesboio's compliance with cettain laws and regulation duning the year ended June 30,
949 RYAN ST STC 100 2012 ncluded n the Lowmsiana Compliance Questionnan e

This agieed-upon piocedures engagement was peiformed in accoidance with attestation

LAKL CHARLES standaids cstablished by the American Institute of Certified Public Accountants and

applicable standaids of Gavernment Auditing Standards The sufficiency of these

LOUISISANA 70601 procedurcs 1s solely the 1esponsibility of the specified usets of this icpoit. Consequently,

we make no iepresentation 1egarding the sufficiency ot the proceduies desciibed below
(O) 337-478-7902 either [or the puipose which this 1eport has been 1equested o1 for any other puipose.

Agreed Upon Procedures Performed
() 337-478-3345

Financral Managemnent

1 Determuine 1 management (chief executive and boaid members) was presented with
timely and accwate menthly financial stalements, mcluding budget-to-actual
compaiisons on fuids (General Fund, Special Revenue Fund, Utthty Fund, etc.) of
the entity, during the year under examination

Results_

In inquiies with the Mayor and employees of the Town, and 1eading of board mmutes, 1t
was determined that the Mayor and Town Council were provided with monthly financial
statements for eight of the twelve months duimg the time period of the examiation,
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However, 1t 15 not detetnuned 1 the financial statements inctuded budget-to-actual

comparisons for the speeific lunds

2 I management had rdeficit spending during the period under exanunation, delermine
i there 1s a Tormal/wiitten plan to climmate the deficit spending and whether
management 1s monitoting the plan.

Results:

The Town expericnced a petiod ol deficit spending wheio 1t tesorted to cashing in
ceitificales of deposit n cider to assist with opetations A deficit spending policy was
supposcd to be in development during the previous iepoiting petiod, but no lormal plan
was provide during this exammation petiod.

3 Determune if thete are wiitten policies and mocedures for the {following
financial/business functions of the entity-

e Budgeting, ncluding prepaning, adopting, monitoring, and amending the
budget

*  Puichasing, wcluding (1) how puichases me mitiated, (2) how vendois ate
added to the vencdot hst, (3) thc prepairation and appioval piocess of
putchase 1equisitions and purchase oiders, (4) checks and balances to
ensure comphance with public bid law, and (5) documentation requited to
be mamntaned for all bids and piice quotes

*  Disbiisements, including processing, teviewing, and appioving

* Receipts, ncluding ieceiving, iecording, and prepating deposits
Results

The o11ginal budget for fiscal year beginning July 1, 2011 was voted on and adopted by
the Beard of Aldeiman on June 14, 2011 The budpget was amended and teissued on
February 29, 2012,

Theie e pohictes 1elating to puichasing, disbuisements and 1eceipts  The policies wete
placed mto effect January 2, 2012 for puwichasing and disbwisement and (he following was
noted 1n the 1eview of those policies

Purchasing, meluding how puichases aic mitiated, thiough a puichase oider foim 1s
included m the policy How vendors are added Lo the vendor hist, is addressed 1n Lhe
contracting for setvices policy. The prepaation and approval piocess of purchase
icqussitions and puichase oiders; 1s appiopuiately addiessed in the policy Checks and
balances to ensue comphance with public bid law, 1s appropriately addiessed m the
policy, and documeatation requised to be maintamed for all bids and pice quotes 1s
adequately addiessed within the policy
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Disbwsements, meluding processing, 1evicwing, and appoving pnior to paymeni aic
stipulated coveung approval by the mayor and cletk, authonzed signer of checks, onginal
documentalion requuements, conliol ol blank checks and the prohubition of cash
paymenls

Receipls, icluding teceiving, iecording, and piepaing deposits, aie appioprialely
addiessed in the policy.

Credit Cean s

I. Obtan fiom management a listing of all active crecit cards (and bank debit caids (f
applicable) for the period under exammnation, including the card numbers and the
names of the peisons who maintained possession of the cards.

Results

A listing of credit caids was obtaincd which include four (4) Wal-Mait credit caids
controfled by the town cleik and kept w the vault at the Town Hall The caids aie logged
i and out by the cleik to the authorized users of which thete aie nine (9)

Authorized users are comprised of the Mayol, town cleik, assistant to the mayor/deputy
cleik, the file and police chiefs, stieet depairtment supeivisor, director of public works,
cletk for public woiks, administiative assistant to the chief of police, city cowt clerk and
head janitor. The Town Cleik maintains a listing of the ciedit cards, all issued in the
name of the Town o[ Jonesboro and the numbet of each ciedit card

The town has one debit card 1ssued by the Jackson Paush Bank and is kept in the vault
and used only by the town cletk and only for the puipose of paying fou travel related
expenses

2 Obtam and teview the entity’s wiitten policies and procedwes for ciedit cards (and
debit caids if applicable) and determine if the followng is addiessed-

o How cards aie to be controlled
* Allowable business uses

e Documentation requitemenls
¢ Requued appoveis

e Moniloring cnd usage

Results

Obtamed and 1eviewed the town’s policies for ciedit/debet caids and debil cards  The
policies addiess the following as noled

¢ lHow caids aie to be contiolled Yes
e Allowable business uscs Yes
s Documentalion iequuements Yes
* Requucd approveis Yes
*  Montoning caid usage No
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3 Obtainr the monthly stalements for all ciedit cards (peneial, stores, and gasuline) used
dutmg the petiod under examination and scleet for detailed 1eview, the two laigest
{dollar amounl) siatements lor each card

n Obtun the entity’s supporting documentation for the puichases/chaiges shown
on the selccted monthly statements:

o Determine if each purchase is suppoiied by.

o An oviginal itemized 1cceipt (1 ¢, identifies prceisely what was
purchased)

o Documentation ol the business/public puipose (Note. Foir meal
chaiges, thete should also be documentation of the individuals
participating)

o Othet documentatron as may be iequited by policy (e g,
puichase ocider, authotizalion, etc.)

Results

The Visa caid examined involved tiansactions iclating to lodging, interest and late fees
Eleven of the twelve hotel receipts/transactions listed on the statements examined weie
avatlable for mspection. Twa of the transactions had no documentation tound for our
leview

No documentation was piovided for any of the tiansactions indicating the bustness
puipose of the tups  No business putpose, authorization, ot approval was noted on any of
the tiansactions examined Each monthly statement examined contamed an opening
balance fiom the prior month. The tiavel policy contains no limit ot restiictions to hotet
rates, not does it piovide guidelines regarding appioved o1 acceptable lodgmng based on
cost

The second card exammed was a ietail store ciedit card. 38 hansactions were examined
Receipts were piovided for cach of the tiansactions. The tiansactions appear to be foi
business puiposes The tiansactions appear to have been propeily authonized Puichase
oders weie provided for each of the tiansactions, Wulten evidence of 1eview and
appoval of Lthe ansactton was documented on the purchase oiders

e Determine if each puichasc 15

o [naccordance with thiesholds or guidelines estabhished 1 the
policics and procedures

o For an sappropniate and necessaiy business puipose relative 1o
the entity
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Results

Policies foi cicdht cards and Uavel provided were effecive Tanuary 02, 2012 The
adopled tiavel policy containg no limit to holel tates allowed,

An appiopi iate and necessary puipose was determined as (he telated expenses were for
cmployees to biavel lo atlend a confeience

e Deletmine it any puichases weie made for peisonal puiposes I theie
aic pwchases made for peisonal purposes, detetmine the date(s) of
reimbuisement

Resulis

The two months reviewed during the examination petiod containtng the mgest dolla
amount of ttansactions was selecled lor each ol the two types of ciedit caids and the one
debit card

50 tiansactions weie examned. 31 tiansachions appeai to have an appioptiate business
use. In the case of 19 tiansaclions, we were unable to deteiming, due to msufficient
documentation the pwpose of the tiansaction 1 tiansaction was for late chaiges
assessed

e Determine 1f any puichases effectively circumvented the entity’s
noimal piocuement/puichasmg mocess and/or the Louisiana Public
Bid Law (1e, lmge o1 1ecuriing puichases iequinng the solicitation of
bids and quoles)

Results

OFf the 38 tiansactions examined 1t appeais that the Town’s normal p1ocwi ement/puichase
piocess and/ar the Lousiana Public Bid Law weie followed foi ttansactions on the Wal-
Mait credit caud  None of the puchases weie laige ot numetous to have a cumulative
effect constderation

a. Determine if theie was any duplication ol expenses by compating all tiavel and
1elated puichases lo the appropriate peison’s expense teimbui sement tepor t(s)

Resulis

38 transactions weie examined and wiillen evidence of 1eview and appioval was lacking
m all transactions on the stote credit card There were 12 transaclions exanuned on two
monthly statcments of the Visa caid, all for lodging, with no 1eccipts for 1 transaction

None of the Visa caid Liansactions displayed evidence ol icview o1 apptoval

b Deteimine (f finance chaiges andf/ot late fees wete assessed on the wounthly
statemerit
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Results
No interest o1 late fecs was assessed on the months enamined for the Visa caid and a lale
fee was applicd Lo one month of the stoic ciedit cmd. Late fees and interest tor the

months exammed lotaled $20 89

Travel and Fapense Remhursement

I Obtain and 1eview the entity’s wiitlen pohicies and procedutes for tiavel and expense
rcimbuisement and deternune 1T the following 1s addhicssed:

*  Allowable expenses

¢ Dollar thiesholds by category of expense
*  Documenlation 1equiiements

*  Required appiovets

Results

The policies and proceduies for the above areas ate in place but fail Lo mention the dollat
thieshold by categoty of expense. The only expense which details a dollar thieshold is
meals The policy for travel and expense reimbursement lacks 1ate lumits or restrictions
for lodging expenses.

A QObtain a listing of all tiave! and iclated expense reimbuisements duiing the
petiod under examination and select for 1eview, the one person who was
remmbursed the most meney.

B Obtan all of Lhe expense ireimbwsement iepoits of the selected peison,
mcluding the supporting documentation, and select the thiee laigest (dollar)
expense iepoits to seview in detail (theie e only thiee o1 less expense 1epoits,
review all.)

¢ Determune if each expenditute is'

o Reimmbwsed m accordance with waiitten policy (eg, iates
established for meals, nuleage, lodging, etc)

o In accordance with thiesholds o1 guidelmes established i the
pohicies and proceduies

o For an approptiate and nccessaly business puipose telative to the
ttavel

Results
Reviewer cbtained a list of tiavel and tavel related expenses eimbuised duning the
pertod under cxaminatton The Town mayot’s travel expenses weie selecled fol

examination per the process stipulating the peison having the laigest dollar amount of
1eimbw sement duting the exam period.
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The expense 1eimbursement 1epoits that were examined weie giouped logether into two
cheeks  One check was comprised of nmine expense iepoits totaling $461 30, and the
othcr was (hice expense ieports  (otaling  $108 03 Receipts and  suppotting
documentation was provided [o cach oxpense tepoit The business puiposc was
documented for cach of the ieports exanmuned. The travel and cxpense 1eimbuiscment
policy of the Town stipulates that all expense repoi ts should he subiniited to the Clerk no
later than five business daps afier the occunience  However, of the ieimbuised check
totalimg $108.03, onc expense 1epoil was dated Apul 09, 2011, one was dated August 23,
2012, and he other was daled August 28, 2012 The reimbuisement was not processed
until September 23, 2012 Of the other reimbwised check totaling $461.30 which was
ptocessed on Junc 26, 2012, the expense repoils weie dated as fau back as Febtuary 16,
2012, and none of the 1cports were submitied within the five day thieshold.

o Detetmine i each expenditute is suppoited by
o Anouginal itemized teceipt (i e, identifics precisely what was puichased)

o Documentation of the business/pubiic puipose (Nole For meal chaiges,
there should also be documentation of the imndividuals paiticipating)

o Other documentation as may be 1equued by policy (e g , authoization fo
Resuls’
Copies of otiginal 1eceipts weie provided for all expenses 1eports  The business pupose
was documented for each of the 1eports examined on the ieport summary No othe

documentation was requned per the policy

¢ Deternmune if any of the expendituies wetre for peisonal puiposes (e g., extended
hotel stays befoie o1 aftel training class, meals for spouses, entettainment, etc )

Results
Of the hiansactions on the expense 1epotts examined theie weie no exceplions noted The
puichases weie for meals and expense 1eimbuisements that weie appiopriale and
necessaly business pui poses
o Determine if each expense 1epoit (including documentation) was teviewed and
approved, m wiiling, by someone other than the peison 1eceiving
reunbuisement.

Results

We ievicwed the documentation and found that the cxpense 1cpoits weie 1eviewed and
apptoved by somcone othet than the person 1ecetving the reimbuiscment

A Determme i theic was any duplication of expenses by compating the expense
1epotts Lo chatges/puichases made on ciedit caid(s)
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Resulls
All transachions weie 1eviewed, no exceptions noled on the hiansactions examined
Contracts

I. Obtain  and 1eview the entily’s wiitten policies and procedines  for
contiacts/contiacting, including leasing, and detetmine if the following is addiessed

s  Types of se1vices tequu g wiitten contiacts
e Standard terms and conditians

o Lepalieview

*  Appioval piocess

e Monitoring piocess

Results

The Town has & conhacting jor services policy which was developed and became
eflective January 2, 2012, The contracting for services policy specifies that services ale
to be contracted according to Louistana Public Bid Law. This policy states that payments
are to be made in accordance with the teims and conditions of the contract. The policy
also states that befoie any contract can be executed 1t must be reviewed by legal counsel
and tecommended o1 apmoval, and 1t must be piesented to the board for appioval and
documented m the minutes Management (s to implement and monitor contiols ove:
contiacls to ensute the seivices ate necessay and the most cost-effeclive manner 1o
accomphshing its objectives

1 Determine if the entity has centialized cantiol and oveisight of contiacts to ensuie
that services/deliverables ieceived and payments made comply with the tetms and
conditions of the contacts

Results

For the examunation petiod thete 1s no centiahized conticl, o1 oveisight of contracts
place, When iequesting documentation tegaiding contiacts theie was no centialized
system in place to stote all contiacts

| Obtain and 1eview the accounting 1ecoids (e g, geneial ledgers, accounts payable
vendor hislory 1epoils, invoices, etc) for the peitod under examination to identify
individuals/businesses being paid for contacted services (e.g , professional, technical,
ele ) Select the five “vendors” that were paid the most money during the petied and
for cach

¢ Determine 1 there 1s a [ormal/wiitten contiact that suppoits the seivices
atiangement and the lotal amount paid
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We 1eviewed the accounting reconds and 1dentified the five vendors that
weie pard the most money dunmg the fiscal yeas  The Town has [oumal
contiacls with all five vendors. One of the contiacts provided did not have
any signatwmes lo substantiate the document  Anothet contiact contarned
only the signatwe of the Mayor and not that of any iepresentative of the
vendol

e Determine the business legitimacy of' the veador 1f not known by the
auditor (e g, look-up the vendor on the LA Sectclary of State’s websile)

We determined the business legitimacy of cach of the vendors
Results

A summary 1epoit of expenses by vendor was obtained and those receiving the
fatgest payments and most hkely should be contiacted entities weie selected for
examinalion  Whiillen contiacts were piovided by the town for all five vendois  One of
the contiacts piovided did not have any signatuies to substantiate the document Another
conliact contained only the signaline of the Mayor and nat that of any 1eptesentative of
the vendo

| Obtamn a hsting of all active contiacts and the expenditines made duiing the peiiod
under examnation Select for detailed review, the laigest (dolla amount) contiact in
each of the following categoties that was entered 1nto during the period
1) Services
2) Matenals and supplies
1) Publc Works
Results
We obtamed a summaiy of expenses by vendors, howevel, the Town did nol provide a
listmg of vendors with aclive contiacls We selected foi detaited ieview the largest
contiacts m the services and public woiks categoiies  Theie weie no contiacts foi
materials and supplies
A. Oblam the selected conliacts and the 1elated paid invoices and
»  Determme 1t the contact 1s 1 telated paity transaction
Results
Inquuy was made of officials of (he Town regaiding any ielated paity activities  Town
officials provided no information 1cgatding any related paity activities  Auditor provided
Town officials with a Related Party Questionnanes to be completed by the Mayor,

members of the Boaid of Aldeimen and Town depaitment heads. No ielated party
activilics wete noted on the questionnanes teturned to the aunditor by To officials.
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e Determme 1f the hansaction is subject to the Louisiana Public Bid Law

o IF yes, determine if the catity complicd with all iequuements (e g,
soticited quotes o1 ids, advertisement, sclected lowest bidder, cie )

o If no, determine if the entity provided an open and compelilive
atmospherc (a good business practice) for the transaction/work

Results

We determined that the conliacls were not subject to the Louisiana Public Bid Law  We
believed the Town provided an open and competitive atmospheie for the work

* Determime if the contiact was awarded under he request for proposals
(RFP) method. If done so, obtain all proposals and the evaluation/scoiing
documents to deteimme of the contiact was awaided to the most
1esponsible offer o1 whose proposal was the most advantageous taking nto
consideration piice and other evaluation faclors set foith in Lhe ) equest for
proposals

Results.

Per inquuy of the town cleik, there weie no contiacts awaided under the request for
proposal method.

e Determine if the procutement was made “off” stale contiact (as opposed to
following the competitive bidding 1equiiements of the Lowsiana
Procement Cade (R 8 39,1551-1755), the set of laws that govein most
state agencies’ puichases of certain seivices, mateiials and supphes, and
majol 1epans

Results

Pei inquiry of the town cletk, theie weie no contiacts awsrded “ofP’ state contiact for the
period under examtnation

¢ Determine if the procurement related to homeland secutity was made fiom
Fedeinl General Sctvices Adnunisttation (GSA) supply schedules Il done
so, detetmine (f the entity (1) utilized a Lowsiana licensed distuibutor, (2)
used the competitive ordening pioceduies of Lhe federal GSA, and (3)
1eceived prior approval hiom the diteclor of the State Office of Homeland
Sccunty and Emergency Prepatedness, ol his designee
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Results

Bascd upon the miormation provided and mquny of the town cleik there were no
puichases 1elated to Homeland Scowty or Bmergency Picpaedness

o Determine 1l the enbity “piggybacked” onto another agency’s contiact [
done so, detcrmme If there 1s documentation on file that clearly
demonstrales Lhe conliacl was a picviously bid, viable contiact and the
price paid by the cntity was the same as that contiact’s bid price

Results,
Per inquuy of the town clelk, the Town did not “piggyback’ any other agency’s contiact.

o Detetmine if the contiacl was amended. If done so, determine whethe: the
ongmnal contact contemplated ot piovided for such an amendment
Fuitheimore, determine 1f the amendment 1s outside the scope of (he
ovgmal contact, and 1f so, whether 1t should have been scparately bid and
conliacted

Results:

No contiacts were amended duning the examination period based upon discussions and
mnquiry of the town cletk

* Deternnne if the mvoices teceived and payments made during the period
complied with the terms and conditions of the contiact

Results

We 1eviewed the accounting itecoids/documentation and detcimimed the invoice and
payments complied with the tetms &nd conditions of (he contiact,

o Detetmine 1f theie s wutlen evidence that the enuity’s legal advisor
ieviewed the contiact and advised enterning nto the contract

Results
No evidence of 1eview ol contacts by the Town’s legal advisor was made available,

»  Deternine If there 1s documentation of the boaid appioval, if iequuied
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Results.

We teviewed the Town's records and deternuned the Town Council appioved the
contjacis

Py oll and Personnel

1. Obtan and ieview [he enlty's witlen policies and procedutes for payioll and
peisonnel and deternune 1 they addiess the processing of payioll, mcluding ieviewing
and appioving of time and atichdance iccords, including leave and oveitime wotked.

Results

The policics and procedures addiess the pracessing of payioll, it stales thal timesheets
must be approved by supeivisois Howevet, the policy fails to mention the processing of
leave and oveitime woiked

b Obtain a listing of employment contracts/agiecments in foree during the petiod under
caamnation  Selecl the laigest (dollar amount) employment contiact and detenmne
iF all payments i1ssued duning the peniod under examination were done n stict
accoidance with the tetms and condittons of the contiact,

Results:
Theie weie no employment contiacts in force dur ing the examination period
1 Select the attendance and leave iecords for one pay petiod and

o Deternune if all employees ate documenting their daily attendance and
leave (e g, vacation, sick, etc ) (Note Geneially, an elected official 1s not
eligible to eain ieave and does not document his/her attendance and leave
Howevet, If the elected official 15 earning leave according to policy and/o
contiact, the official should document his/her daily nttendance and leave.)

Results

Atlendance and leave 1ecoids were obtained fo1 one pay peiiod and the attendance and
leave informnation was exammed From a icview of time sheets, attendance sheets and
logs and supervisot’s documents 1t appears that employees aie documenting thei

altendance and leave ndequately

e Dcletmine il supeivisois are approving, 1in wiiting, the attendance and leave
of all employces

Results
438 transachions weie selected fol 1eview  In 43 tiansactions, supeivisors provided piopes

wiitten appioval of allendance and leave In 5 Lansachions impopet ot no wiitlen
approval was tound
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o Petermune 1l the entily 18 mamtaiming accurale wntlen leave tecord (c.g.,
hows eatned, hours used, and balance available) on all cligible employees.

Results

Based wupon the ievicw ol 48 tiansaclions accurate wiilten leave tccords aie being
maintained.

1, Select the five highest pard employees and determine if changes made to thei
how ly pay rates/salarics during the penod under exammation weie appiroved in
writing and m accordance wilh policy

Results

Of the live employees selecled, one 1eceived an incicase in howly pay 1ate during the
period under 1eview There weie no exceptions noted on the pay 1ate change form.

I Select the five laigest termination payments (¢ g, vacation, sick, compensataiy
time, etc.) made duning the period undet exammation  Deteimine if Lhe
payments weic suppotted by documentation, made in stuct accordance with
policy and/or contiact, and propeily approved

Results
Theie weie no ternunation payments duing the peiiod of examination

I Determine if any employees were also being paid as contiact [abor duting the
perod of the examination

Results

A 1eview was made of employees to delermine 1f any were paid as contiact labor during
the examination petied. No exceptions were noted.

We weie not engaged to perfoim, and did not perfoim, an audit, the objective of which
would be the expiession of an opthion on management’s asserbions  Accordingly, we do
not express such an opmion  Had we peirformed additional proceduies, other matters
might have come to ow attention that would have been 1eported to you

This teport 1s intended solely for the use of management of the Town of Jonesboio and
the Legislative Auditor, State of Lowsiana, and should not be used by those who have not
agteed to the procedutes and taken 1esponsibulity lor the sufficiency of the proceduies foi
theu purposes  Under Lowsiana Revised Statue 24 513, this 1epoit 1s distiibuted by the
Legislative Auditor as a public docunent

fonatd §. Walken 199, CPA, LLE

Lake Chatles, Louisiana
Apnt 10,2013
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REPORTS ON INTERNAL CONTROL AND COMPLIANCE



949 RYAN ST STE 100

LAKE CHARLES

LOUISISANA 70601

{0} 337-478-7902

{F} 337-478-3345

MEMBER OF

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
SOCIETY OT LOUISIANA
CERTIFIED PUBLIC ACCOUNTANTS

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

Honorable Leslie Thompson, Mayor

and Members of the Board of Aldermen
Town of Jonesboro
Jonesboro, Louisiana

We were engaged to audit the financial statements of the Town of Jonesboro, Louisiana’s
governmental activities, the business-type activities, the aggregate discretely presented
component umts, each major fund, and the aggregate remaimng fund mformation of the
Town of Jonesboro, Louisiana as of and foi the year ended June 30, 2012, which collectrvely
compnse the Town of Jonesboro, Louisiana’s basic financial statements and have 1ssued our
report thereon dated Apnil 10, 2013 We did not express an opinion on the financial
statements because nadequacies in the Town’s accounting records, we were unable to form
an opmon regarding the amounts rccorded as opeming balances for liabihties and fixed
assets and the mcome and expense or expenditure allocation between departments and funds

Internal Control Over Financial Reporting

In planning and performing ow audit, we cansidered the Town of Jonesbore, Lowistana’s
internal contro! over financial reporting as a basis for designing ocur auditing procedures for
the purpose of expressing our opinions on the financial statements, but not for the purpose of
expiessmg an optmion on the effectiveness of the Town of Jonesboro, Louisiana’s internal
control over financial reporting  Accordingly, we do not expiess an opmmon on the
effectiveness of the Town of Jonesboio, Louisiana’s internal control over financial reporting

Qur consideration of internal control over financial reporting was for the hmited purpose
described 1n the preceding paragraph and was not designed to 1dentify ail deficiencies in
mternal control over financial 1eporting that might be significant deficiencies, or material
weaknesses and therefoie, there can be no assurance that all deficiencies, significant
deficiencies, o1 material weaknesses have been 1dentified However, as desciibed i the
accompanying schedule of findings and questioned costs, we identified certain deficiencies
m internal control over financial reporting that we consider to be material weaknesses and
other deficiencies that we consider to be sigmficant deficiencies

A deficiency in mternal control exists when the design o1 operation of a control does not
allow management o1 employees, mn the normal cowse of performng their assigned
functions, to prevent, or detect and correct misstatements on a tunely basis A material
weakness 1s a deficiency, or a combmation of deficiencies, m internal contiol such that there
15 a reasonable possibility that a matenal misstatement of the entity’s financial statements
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will not be prevented, or detected and cotrecled on a timely basis We consider the
deficiencies 2012-01, 2012-02, 2012-03. 2012-09, 2012-10, 2012-11, and 2012-17 described
i the accompanying schedule of findings and questioned costs to be matenial weaknesses

A significant deficiency 1s a deficiency, o1 a combination of deficiencies, i internal contral
that 1s less severe than a material weakness, yet impoitant enough to merit attention by those
charged with governance We consider the deficiencies 2012-04, 2012-05, 2012-08, 2012-
2012-13, 2012-18 and 2012-19 described in the accompany schedule of findings and
questioned costs to be significant deficiencies

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Jonesboro Louisiana’s
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncomphance
with which could have a direct and matenial effect on the deternination of financial
statement amounts Howevei, providing an opinion on compliance with those provistons was
not an objective of our audit, and accordingly, we do not express such an opimon The
results of our tests disclosed instances of noncompliance o1 other matters that are required to
be reported under Governmen! Auditing Standards and which are described in the
accompanying schedule of findings and questioned costs as 1items 2012-06, 2012-07, 2012-
12,2012-14, 2012-15, and 2012-16

The Town of Jonesboro, Louisiana’s response to the findings identified in our audit 1s
described 1n the accompanying schedule of findings and questioned costs We did not audit
the Town of Jonesboro Lowsiana’s response and, accorduigly, we express no opinion on 1t

This report 1s mtended solely for the information and use of management, Town Council,
others within the organization, federal awarding agencies, and pass-through entities and 1s
not intended to be and should not be used by anyone other than these specified parties
However, under Louisiana Revised Statue 24 513, this report 15 distnibuted by Louisiana
Legislative Auditor as a pubhc document

Jonatd . Walker 779, CPA, LLE

Lake Charles, Louisiana
Apnl 10, 2013
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Town of Jonesboto, Louisiana
Schedule of Fmdings and Questioned Costs
For the Yem Ended June 30, 2012

Summary of Auditors’ Results

a Fmancial Statements

]

The audit 1eport 1ssued was a disclaimes of opinion

2 There weie nineteen (19) contiol deficiencies disclosed duting the audit of the

financial statements s reported n the Independent Auditor's Report on Internal
control Over Financial Reporting and on Comphliance and Other Matters Based
on an Audit of Fiancial Statements Performed i Accordance with Government
Auditmg Standards  Seven (7) of these deficiencies reported as matenal
weaknesses

There were six (6) nstances of noncompliance considered material to the
financiai statements of the Town of Joneshoro, Louisiana 1s reported in the
Independent Auditor's Report on Internal Control over Financial Reporting an
on Comphance and Other Matters Based on an Audit of Financial Statements
and Internal Control Performed w Accordance with Government Audiling
Standm ds

b Federal Awards

The Town of Jonesboro did not expend more than $500,000 in federal awards
during the year ended June 30, 2012, and therefore, 15 exempt from the audit
1equirements under the Single Audit Act and OMB Circular A-133, Audits of

States, Local Governments, and Non-Profit Organizations
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Town of Jonesboto, Louistana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2012

IL. Findings — Financial Statement Audit
INTERNAL CONTROL AND COMPLIANCE FINDINGS

2012-01 General Accounting

Condition

The Town began using QuickBooks software for its accounting functions and employees of the Town are
still leatning to utilize the softwaie The utility department uses a non-integiated software package to
post tevenues and recervables, and a manual entry 1s made to tiansfer the information into the
QuickBooks accounting software

A disclaimer of oputon was 1ssued for fiscal year ending June 30, 2011 There 1s no evidence to indicate
that the Town has been able to reconcile ot address prior audit findings or opening balances

Bank accounts are betng reconciled but not all agieed to the general ledger at fiscal ycar end  Policies
and procedures concerning most aieas of the Town were under development at fiscal year end but not
placed into effect for several months after fiscal year end No evidence provided to show that current
accounting staff was provided with policies and procedures relating to accounting and financial reporting
1ssues

In a test of cash disbursements, some checks were not located and documentation including written
evidence of review and approval by the mayor or other authorized official were lacking Check copies and
supporting documentation of disbursements, such as mvoices, weie nussig or there was msufficient
documentation to substantiate transactions

There are instances of improper posting of transactions In one situation a journal entry was made which
was supposed to remove the balance of a certificate of deposit that was cashed in  The entry debited the
investment account and credited an account marked “due to paytoll account”™ Instead of zeroing out the
investment account for the cashed certificate of deposit 1t doubled the amount reflected in the general
ledger This error 1emaied on the Town’s financial records and wasn’t detected by Town’s accounting
staff or supervisory staff of Town

An ongomng control log of jounal entiies 1s not mamtained noting reason for the joutnal entiies and
approptiate supervisol approval

Transactions between the different funds were often found to be incomplete In some nstances transfers
are reflected in one fund, but no corresponding entiy in the other fund We noted that duties invalving
cash receipts were combined duimng the year, whereby one employee is now completely responsible for
the entire cash receipts process
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Cuiteia

Good controls over financial 1ecotds of the Town should mnclude wiitten policies and procedues,
segregation of dulies, proper 1econcthations, approval of manual joutnal entiies, and adequate financial
nformation provided to the Town Council and department heads All payables and 1eceivables should be
recorded at year end and prior yeat receivables and payables reversed

Cause

The Town records 1ts cash activity thiough several cash accounts Auditor undeistands this situation
exists paitly in an effort to sepaiate certain funds and grant activities from Town’s normal operations
Auditor suggests however, that this type of segregation can be accomiphshed through a recording function
of the accounting system The operating bank account of a cash flow system 1s the major link of internal
accounting contiols over both cash 1eceipts and cash disbuisements, f operating activity 1s handled
through more than one bank account, mternal controls tend to be weakened To strengthen internal
control, auditor recommends that the Town deposit all 1eceipts and disburse all expenditmies fiom one
mass checking account (unless mandated by statue or funding source requires separate checking
accounts) Any necessary segiegation for fund or grant cash and activity can be done thicugh the
accounting 1ecoids,

Effect

Auditor 1s unable to perform the wotk necessary to conduct audit in accordance with the standards
applicable to audits and 1ssue an opinion on the financial statements

Misstatements 1n the financial statements, related notes, or supplementary information may occur and not
be detected within a timely period

Poor accounting controls, lack of appropriate 1eview and apptoval, mability to 1etrieve documents,
posting errors and financial statements not being piovided to the mayor and aldermen contribute to
insufficient information to properly plan and opeiate the financial activities of the Town Monitoring and
managing the day to day progress of the Town s citical in the management of cash flow to prevent future
economic hatdships

The Town’s records do not permit the application of adequate auditing procedures

Recommendation

The Town should engage the seivices of an experienced certified public accountant to ensuie among other
things, 1 ) curtent transactions are propetly 1ecorded and reconciled, 2 ) daily and month-end accounting
processes and controls are implemented, 3 ) bank 1econcihations aie biought (up-to-date) and prepared
each month, 4 ) accuiate financial statements with budget-to-actual compaiisons are prepared monthly,
and 5 ) priot years’ financial records are reviewed and obtained accuiate opening balances for upcoming
1eporting yeat
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We also iecommend that one employee, independent of the accounting depaitment, such as the
receptionist o1 office manager, open the mail and 1estuctively endoise all incoming checks. This peison
should keep a daily log of all mcommg checks Copies of the checks shouid be forwarded to the
appropriate departments for processing and the checks should be forwarded to the accounting depaitment
foi tecotding n the accounting system and timely deposit A third peison should periodically compaie
and contiast deposit ships to the daily log of incoming checks to ensure that all 1eceipts were deposited
By segregating the cash handhing, recording, and depositing functions, the Town will be able to mote
accwately track all incommng checks and stiengthen the system of internal contiols over cash 1eceipts

Response
See management’s tesponse letter

2012-02 Cash Controls

Condition

While conducting cash disbuisement testing, we noted that many checks were wiitten out of sequence o1
the checks were dated to a previous pertod Also, it was found that during the audit period check numbers
and other check details of printed or written checks were altered in the accounting system after their
mitial creatton

The Town states that the police department has a petty cash balance of $1,922 20 Records submitted by
the police chief do not support this balance A payment to the police department- petty cash account for
$1,522 20 was dated July 2, 2010 No support documents were piovided to reconcile the petty cash
accounts The Chief of Police disputes that the police department never received this payment from the
Town. There 1s curiently not pohicy or procedure for reconciliation of the petty cash fund

Criteria

Management 1s tesponsible for estabhishing nternal contiol policies and procedures that provide for
piopet accounting, reasonable assurance that assets are safeguarded agamnst loss resulting from
unauthoiized use, and that transactions are executed in accordance with management's authorization
Cause

The Town does not have monitoring procedutes to ensure transactions aie posted coiectly.

Effect

The Town’s internal contiols over cash management are weakened and could possibly tesult
transactions not being propeily classified

Recommendation

Management should develop a foimal plan that inciudes both shoit-and long-term spending to ensuie 1t
can opetate within available funding Stiong controls should be implemented over the disbwisement
process to ensute that (1) more than one mdividual 1s involved i the process (e g, tecetving, recording,
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reviewing, appiroving and paywg), (2) documentation o suppoit all bills and payments 1s complete and
mamtained ntact, and (3) all bills are paid timely, mcluding the amounts withheld/deducted fiom
employee paychecks

Response:

The police chief disputes that the department recetved this payment fiom the Town

2012- 03 Inadequate Controls over Financial Reporting

Condition

Financial statements ate not prepared monthly on funds (e g, General Fund, Enterprise Fund) of the
Town Monthly budget-to-actual comparison schedules are not prepared and presented to the mayor and
councll for discussion

Cutena

Adequate internal conttols in 1elation to financial reporting 1equire that specific procedures be n place to
ensuie that transactions are properly suppoited and recorded on a timely basis In addition, controls
should be in place to ensure the appropriate oversight of funds and menthly transactions fiom those
charged with governance Monthly financial statements should be piovided to the mayor and Town
council for their review The financial activity and comparison to budgeted amounts 1s necessary for the
proper stewardship of the Town

Management 1s responsible for establishing internal control policies and procedures that provide for
proper accounting, reasonable assurancc that assets are safeguarded against loss iesulting from
unauthorized use, and that transactions are executed 1n accordance with management’s authorization

Cause

The Town did not mantain an adequate control environment due to lack of monitoring and oversight by
those chaiged with governance Monthly financial statements were not prepared for the mayor and Town
council duting the audit period due to the accounting tecoids not being current

An mtetnal control system was not designed and/ot implemented to ensure that adequate controls were n
place in all areas to prevent, detect, and coirect noncompliance in a timely manner Management of the
Town was not seeking advice and reviewing transactions on a regulat basis to ensure that financial related
matters were i compliance

Effect

The lack of adequate nternal controls telating to general ledger maintenance significantly incieases the
risk that mateual error and nregulanties could exist and not be detected The lack of oveisight
significantly increases the nisk of the misappiopiiation of assets Complete accounting 1ecords are
necessary to prepaie financial statements Management of the Town does not have financial information
necessaty to plan and opeiate the Town effectively Without complete financial nformation on all funds
on a timely basis, ncluding budget-to actual compatisons, the mayor and council cannot effectively
exetcisc 1ts fiduciary 1esponsibilities of monitoring and managing the Town’s fiscal affans
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Recommendation

The organization should 1eview its existing contiols over financial reporting and adopt and implement
policy and procedurcs that will enswie the safeguaiding of the Town’s assets, reporting accurate financial
data and that personnel comply with policies, procedutes and regulations  In addition, the organization
should complete its review of the diaft “Accounting Policy and Procedures Manual,” maintamn the general
ledger on a tumely basis including posting transactions, completing account reconciliations, and preparing
monthly financial statements The organization should develop a written accounting policy manual which
includes month-end procedures along with formal appiovais and other control piocedures Those in
charge of governance should monito! the process to ensute comphance with the policies established The
mayor should ensure that he and the council are presented each month with current financial statements
(e g, Balance Sheet; Statement of Revenue, Expenditures, and Changes in Fund Balance, Cash Flow
Statements) for all funds of the Town, including budgel-to-actual comparisons and waining of any
corective action needed to be taken (e g, amenduing the budget)

Response

See management’s response lettel

2012-04 Preparation of Financial Statements

Condition

The Town’s staff responsible for preparation of the financial statements and related footnote disclosure in
accordance with generally accepted accounting principles (GAAP) lacks the resoutces and/or knowledge
necessary to iternally complete the reporting requirements

The Town rehies on its auditors to assist in the prepaiation of exteinal financial statements and 1elated
disclosures

Crilena

Effective for financial statements ending on or after December 15, 2006, Statements on Auditing
Standards 112 expands management’s responsibility to ensure the propriety and completeness of the
financial statements and related footnotes Under the United States generally accepted auditing standaids,
the auditors cannot be consideied part of the Town’s mternal contiol structure

Management of the Town should have suitable skill, knowledge, or experience to ptepate financial
statements, the 1elated notes, and the supplementary iformation in accardance with accounting pimeiples
genetally accepted 1n the United States of Ameiica  Inteinal contiols should be adopted and implemented
to prevent, detect o1 cotrect a nusstatement n the financial statements, related notes, o1 supplementary
formation
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Cause

Because of hmitations of the Town’s accounting process, the design of the Town’s intetnal contiol
structute does not otheiwise inchide pioceduies to pievent o1 detect a mateual misstatement m the
external financial statcments

Effect

Town 1s unable to piepate or assist in the preparation of external financial statements

Town 1s unable to meet the requited standatds to ensure completeness of exteinal financial statements and
1elated footnotes

Misstatements in the external financial statements, related notes, a1 supplementary infoimation may occus
and not be detected within a tumely period The amounts by which not implementing GASB Statement
No 45 would affect the liabilities and net assets of the governmental activitics aie not known

Recommendation

Town should hire competent staff capable of preparing and mamtaining tecords m a manner to adequately
assist in preparation of external financia) statements and 1elated disclosutes

Management of the Town should make a determination as to whether the cost of correcting the deficiency

concerning the expertise of accounting personnel exceeds the expected benefit to be derived fiom doing
such

Response
See management’s 1esponse letter

2012-05 Capital Asset Management

Condition

The Town has not implemented procedures which 1equires an employee to mantain a hsting of the
Town’s capital assets, or monitors the additions and delettons of assets The lack of proper internal
controls 1s still evident due to an untaken physical count of capital assets at year end, and the assets
remamn unnumbeted and untagged

Criteria

Lowstana Revised Statue LSA-R § 24 515 1equues the Town to mamtain a compichensive hsting of all
capital assets

Cause

Theie was no oversight placed on documenting and maintaming the listing of capital assets
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Effect’

The Town s m violation of state law and temans to have inadequate internal contiol over safeguatding
capital assels

Recommendation

Management of the Town should appoint an employee as the property manager who will mamtam a
comptehensive listing of all capital asscts as additions and deletions occur duning the year Department
hcads should be given addition and deletion forms and 1equued to complete the foims as purchases or
deletions of capital assets are made and then given to the property manager The pioperty manager
should petform an annual physical inventory of all capital assets and any missing assets identified should
be investigated. All assets should be tagged as property of the Town and serial numbeis retamed by the
pioperty managet  Property manager should also mantain 1ecoids for all constiuction projects to
determine the status of each project and which projects have been completed and should be added to the
capital asset listing  The Town created policies and piocedures for identifying, recording, and
coordinating an annual inventory of all capital assets, howevel, the policies and procedures still are not
being implemented

Response
See management's response letter

2012- 06 Noncomphance with Local Government Budpget Act

Condition
The Town failed to comply with the Local Goveinment Budget Act in the following ways

» For fiscal year June 30, 2012 and June 30, 2013 separate annual budgets for the Town’s special
tevenue funds (Fire Department Ad Valorem Tax, Street Department Ad Valorem Tax, and the
Street Sales Tax) were not prepaied and adopted by the Town

¢ The budgets for fiscal yeat June 30, 2012 and June 30, 2013 did not nclude budget messages for
each special revenue fund as required by law

* For fiscal years ended June 30, 2012 and June 30, 2013 estimated begmning and end of year fund
balances were not presented for the general fund and each special revenue fund as tequired by
RS 39§1305(C)(2)(a)

» For fiscal years ended June 30, 2012 and June 30, 2013 the 1cquued additional information of
year-to-date actual and estimated fund balances at end of yea1 and peicentage change for all funds
was not included i the budget
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Louisiana State faw (R S 39§1305) requues

¢ Each political subdivision shall cause to be piepaied a compiehensive budget presenting a
complete financial plan for each fiscal year for the general fund and each special tevenue fund

e  The chief executive ot admimistiative officer of the political subdivision o1, in the absence of such
positions, the equivalent thereof shall prepaie the proposed budget

* The budget document setting forth the proposed financial plan for the genetal fund and each
special revenue fund shall include the following

a

Cause

A budget message signed by the budget preparer which shall include a summary
descuiption of the proposed financial plan, policies, and objectives, assumptions,
budgetary basis, and a discussion of the most important features.

A statement for the general fund and each special 1evenue fund showing the
estimated fund balances at the beginning of the yeat, estimates of all receipts and
revenues to be received, revenues itemized by source, 1ecomntiended expenditures
itemized by agency, depaitment, function, and character, other financing sources and
uses by source and use, and the estimated fund balance at the end of the fiscal year.
Such statements shall also include a clearly presented side-by-side detailed
comparison of such information for the curtent year, mcluding the fund balances at
the beginning of the yea:, year-to-date actual receipts and revenues teceived and
estimates of all receipts and revenues to be i1eceived the remainder of the year,
estimated and actual revenues itemized by souice, year-to-date actua! expenditures
and estimates of all expenditures to be made the iemainder of the year itemrzed by
agency, department, function, and character, other financing sources and uses by
source and use, both year-to-date actual and estimates for the remainde: of the year,
the year-to-date actual and estumated fund balances as of the end of the fiscal year,
and the peicentage change for each item of information

The Town did not follow all mstiuctions of the Local Goveinment Budget Act

Effect.

The Town 15 1n violation of the Local Govelnment Budget Act

Recommendation

Management should stitctly comply with all provisions of the Local Government Budget Act The
Town’s annual budget should be adopted by oidinance before the beginning of each fiscal year (July 1)
and the budget should contain all required information  All amendments to the budget are also requued to
be adopted by oidinance (R S 33§406 A 3)
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Response

See management’s 1esponse letter

2012- 07 Noncomphance with Contracting for Professional Services Laws

Condition

Town has enteted nto agreements for professional setvices without following guidelines for entering into
contracts for services

Duting the fiscal penod under review 1t was revealed that the Town utihzed landscaping services for the
mamtenance of the Town’s cemetery without obtaining a contract

There was no centralized control over contracts o grants therefore when 1equested, a list of contracts and
grants could not be provided

Critena

The Loustana revised statute 38§2212 1 states that at least three telephone or fax quotes, a wntten
confirmation of the accepted offer, and a reason for the rejection of the lowest quote are 1equired for
purchases of $10,000 but less than $30,000. The Town’s contiacting for services policy states that
written contracts should be executed for any arrangement entered into by the municipality for services
performed by a third-party Before any contract can be executed, the contiact must be (1) reviewed by
legal counsel and recommended for approval in witting, and (2) piesented to the board for appioval and
documented in the minutes

Cause

The actions of the Town are not in accoidance with providing an open and competitive atmosphere for the
contracting of services

Effect

It 15 undeterminable whether services are beng provided by a telated party  Fuitheimore, 1t 1s
undeterminable 1f the services are being provided 1n a timely and cost-eftective manner

Recommendation

Management should seek to secuie conttacts or agieements for all third-paity affil:ations for professional
services, as well as, for the puichase of supplies and materials Management should alse consult with the
Town’s legal advisor to ensue compliance with state laws before secuiing services

Response

See management’s response lettel
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2012- (08 No Clear Accounting of Dedicated Taxes

Condition

The Town received ad valorem (propei Ly) taxes dedicated for {ire protection and streets and also 1eceived
a sales tax dedicated for the streets, howevel, theie was no clear accounting of the expendituies of these
monies to ensure they were spent for then dedicated purposes

Cuteria

R S 398704 states, The proceeds of any special tax shall consiitute a trust fund to be used exclusively for
the objects and purposes for which the tax was levied The records of the taxing authority shall clearly
reflect the objects and purposes for which the proceeds of the tax are used The dedicated ad valorem
taxes and sales taxes ate deposited into separate bank accounts and the Town 1ecoids the tax proceeds n
individual funds (Stieet Sales Tax Fund, Street Ad Valorem Tax Fund, Fire Ad Valorem Tax Fund) wn the
genelal ledger

In July, 2008, the taxpayers of the Town renewed a 1% sales and use tax for an additional ten (10) years
commencing August 1, 2009 The purpose of this tax 1s for the construction, maintenance, tepair and
impravement of the Town’s streets

Cause

The majority of the funds collected n these special 1evenue funds were tiansfeired to the General Fund
where the amounts dedicated to specific puiposes could not be vetificd as to thewr use Without clear
accounting, the Town Is unable to determine a reseive amount dedicated to the streets as defined by the
purpose of the levied sales and use tax

Effect
The mtended purpose for the use of certain dedicated tax revenues may have been circumvented and used
for other puiposes Without accuiate records of what funds are available for the maintenance of the

streets, there 1s a risk that misappropriation of funds may oceur

Recommendation

Management must be able to clearly demonstrate 1n the accounting tecords that the taxes were spent only
for then dedicated puiposes It is recommended that the funds and expend;ituies be matched appiopi ately
and n a method, in the general ledger, conducive to monitoring their use

Response

See management’s 1esponse lettet
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2012-09 Traffic Tickets

Condition

The written procedwes for maintaining, 1ssuing, and accounting for traffic tickets are not being properly
implemented The separation between the Town and the police department has led to an impioper system
for recogmizing funds that are owed and outstanding The absence of mamntaining accurate recotds has
reduced the Towns revenues fiom citations, and may have also negated significant actions from being
taken against those who have violated the law

Critetia

Properly accounting for traffic tickets 1s important to ensure (1) collection of taffic fees and appropriate
action for non-payment 1s taken, (2) compliance with Louisiana laws, and (3) misappiopriation of assets
ot fraud does not occur  The policy of the Town states that tiaffic tickets/citations represent an asset of
the municipality Management (s to tmplement contiols that (1) safeguaid the supply/inventory of blank
ticket books, (2) Ensure that ticket books aie i1ssued only after previously issued books have been
returned, (3) Ensure that 1ssued citations are turned n by police officers on a tumely basis for processing
and collection; (4) Ensure upon termination, police officers retuin ticket books to the police chief and
account for all tickets showing as being in then possession, (5) Account for the numerical sequence of all
citations tssued and the final disposition (e g , 1eceived payment, dismussed, bench warrant 1ssued, etc ) of
those citations on a monthly basis, and (6) Ensure that all traffic violations, except parking violations, are
reported to the Lowsiana Department of Public Safety no later than 30 days after the date of the person’s
conviction and sentencing or the final disposition of the case as requued by law.

Cause

The Town was unable to maintain an adequate control environment over tiaffic tickets and citations due
to the lack of comphance with the Police Department The supply of ticket books should be safeguarded
with the clerk at City Hall since the Police Department 1s not in use There is no record of the ticket
books 1ssued to police officers and no accounting for the numeiical sequence of the tiaffic tickets issued
There 1s no 1ecord of tiaffic ticket violations being reported to the Louisiana Departiment of Public Safety
(DPS). Theie 15 also no record of monthly accounting for the final disposition (received payment,
reduced fine, dismissed, bench warrant issued, etc ) of citations issued

Effect

The lack of adequate internal controls relating to traffic tickets and citations ncieases the sk that theft or
musappioptiation of funds may occur The lack of oversight significantly increases the risk that the Town
will not receive payments for fines, and the lack of an enforced penalty for noncompliance may
encourage disobedience o1 neglect for the Town’s traffic ordinances

Recommendation

The Town implemented a procedural policy according to the iecommendations of the ptevious audit The
Town was encouraged to (1) Secuie a receipt book that has pre-numbeied 1eceipts in triplicate  One copy
should be given to the citizen paying the ticket File a copy away with the paid ticket and maintamn a copy
m the 1eceipt book for future 1eference and internal control, (2) File one copy of the ticket (blue copy)
away 1n the month in wluch it was 1eceived by the cletk 1esponsible and file the second copy (white copy)
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by number i a holdmng file unti the ticket 1s paid (3) When the ticket 1s pard, pull the white copy and
attach to the paid receipt and then file the pad ticket away n a file exclusively for traffic fines and
tickets (4) The Clerk at the town hall should provide the Police Depaitment with a monthly reporl of paid
and unpaid tiaffic fines and tickets Foi pood inteinal contiol, all ticket books tetuined to the town hall
should have each ticket accounted for sequentially in the monthly 1eport piovided to the police chief.
Unpatd fines should be pursued timely according to the Town ordinance In order for the system to work
successfiilly, the Town must consistently practice these procedures

Response
See management’s tesponse letter

2012- 10 Water Sewer Collections

Condition

During our audit, we noticed that the activities pertamning to the water and sewer billings were similar to
findings contained n the audit of the prior year Procedures which wete established as guidelines foi
water and sewel accounts receivable, adjustments to billings, and collections of customer deposits were
not accurately reflected in the daily wotk and general ledge:

Auditor was provided with a list of properties that were listed i the Town'’s system as “Inactive” with no
activity (billing) occurting at the properties  Auditor selected fifteen properties and did an “drive by of
the properties  In five (5) instances auditor observed activities at the addresses that would indicate the
ptoperties were inhabited and as such would consume water and sewage services

Critena

Internal controls should be in place to adequately account for water and sewer accounts receivable and
customer deposit collections Internal contiols should also ensure that services are disconnected once a
residence 1s vacated

Cause

Meter 1eadings weie often inaccutate and piroduced unreliable iesults Some customers mcuried vast
fluctuations n theu billing usage fiom one cycle to the next and 1efused to pay until the 1ssue was
tesolved Thete aie numeious instances whele customers weie receving services without paying a
deposit or tncurring a monthly bull

Effect
The lack of intetnal controls to adequately account for funds 1eceivable to the Town piomotes the
posstbility of 1evenues bemng either unrecorded o1 uncollected This lack of oversight also provides the

potential for theft ot nusappiopriation of the Town’s assets

Recommendation

The Town implemented a system of making daily bank deposits The Town also stated that monthly
reconciliations between bitlhings and deposits were being made Replacement water meters were being
ordered to produce more accuiate readings As a measure to have accutate 1ecords daily, the water and
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sewel accounts receivable and customer deposits recorded in the general ledger should be 1econciled with
1eports generated by the billing software The daily woik generated by the billing software should be
reconciled to the actual bank deposits made The journal entry nto the accounting softwaie should be
made by the accountant and 1eviewed by the town clerk and documented with an approval  As a measure
to have accuiate 1eadings, the town should perfoim monthly tests on meter equipment

Response

See management’s response letter

2012- 11 Interagency Accounts (Transfers)
Condition
The Town’s inter-fund activity accounts were not 1econciled and posted propeily during the year

In some nstances postings were completed in one fund, but no offsetting entry posted in another
(tansfer) fund Some transactions reflected different amounts in transfers fiom one fund to another

Citeria’

Internal controls should be 1n place to pioperly account for inter-fund activity and t:ansfers made between
the vanious funds of the Town

Cause
The Town was not consistent in how 1t recorded transters and inter-fund activity during the year Because

of a lack of knowledgeabie personnel available to review the activity, errors were not obseived and
addresses 1n a timely manner

Effect

Significant audit entries weie required to adjust mter-fund activity in the general ledger. Failure to
accurately record, 1eview and monitor transfers can result i many types of errors including
musapplication of dedicated tax revenues to misappropriation of funds, loss of town assets and potential

misstatement of financial statements

Recommendation

We recommend that intet-fund activity and transfers between funds be posted consistently “Transfers” in
lieu of “Due to and Due From” These tiansactions should be 1econciled on a monthly bass, 1cviewed
and appioved at the supervisory level, and be made only after authorization for the tiansfer 1s made by the
Mayor and Board of Aldermen 1f 1equued

Response

See management’s response letter
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2012-12 Improper Treatment of Town Vehicles

Condition”

Town may have violated Town Otdinance #574 by using vehicles owned by the Town for puiposes
unrelated to activities beneficial to the Town  Also, certain Town’s vehicles ate not maiked n
accordance with stale law

Both the Mayor and the Town Clerk aie provided with vehicles owned by the Town
Ciiteria

Town Otdinance #574 prohibits personal usage of Town vehicles and requires employees to log their
mileage into a daily log book to tiack the number of miles tiaveled for peisonal use Lowsiana state law
1equues any vehicle belonging to the state or any subdivisions to have the Town’s logo inscribed, painted,
decaled, or stenciled on the outside of the door on each side of every automebule, tiuck, or other vehicle

Cause

Tawn officials ate not in compliance with Town Ordiance #574 because of failure to utilize the daily log
book to record mileage driven and fuel usage in Town vehicles Also, the use of magnetic decals for
vehicles markings does not meet state requirements as the 1emoval of the logo 1s a violation of state law

Effect
Personal mileage, which should be reimbuised monthly to the Town has not been remitted for at least the
past fiscal year This lack of remttance constitutes funds outstanding to the Town and understates

1ecervables and 1evenue due to the Town

Recommendation

The Town should develop and implement policies and procedures for the use of vehicles to ensute proper
usage Mileage logs should be maintained in accordance with Town Ordinance #574 Documentation
should be provided for all fuel purchased for all Town vehicles Policies and procedures should be
implemented to ensure that all vehicles are marked tn accaidance with state law  Town should seek legal
advice as to the appropnate actions to be taken, including possible recovery of funds related to the fuel
purchased for personal use

Response
See management’s 1esponse letter

2012 13 Town Improperly Provided Insuiance and Other Employee Benefits to Incligible
Individuals

Condition

The Town mmpioperly used public funds to provide health nsutance benefits to ineligible Town
empioyees and health mswance benefits to former employees after termination
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Critena
According to the Town employee handbook, patt-time employees aie those who consistently wotk fewer
than 35 hows per week and are not afforded any benefits other than wages Any employees who have

been terminated and 1eceived temporanly continued health inswance covelage by the Town aie required
to tetmburse the Town of any expense in a timely manner

Cause

The Town made payments for health insurance ptemiums for two employces who consistently worked
less than 35 hows per week during the audit perod

The Town made payments for health insurance coverage for five terminated employees without collecting
reimbursement from the individuals for the health insurance coverage

Effect
By providing these benefits to employees who either did not consistently woik 35 hours per week or wete
no longer an employee o1 elected official of the Town, the Town may have violated Louisiana state law,

which prohibits the donation of public funds or assets

Recommendation

The Town should adopt detailed policies and procedures to enswic that public funds are spent in
accordance with state law The Town should seek reumbursement for tmproper benefits provided to
meligible and/ot former employees and officials, classify employees as full-ime or pait-ime based on
actual hours woiked and periodically review employee time sheets to ensute that employees classified as
full-time have maintaimed the appropriate number of hows, reconcile health isurance invoices to an
active list of full-time employees and officials, and implement written policies and procedures for adding
and removing employees and offictals fiom the health insuance provider’s invoice 1n a timely manner

Response
See management’s response lettel

2012 —-14 Town Improperly Paid Retirement Contributions for Inelhigible Employees

Condition

The Town impioperly used public funds to pay the employet portion of retirement contributions for
ineligible employees.

Criteria-

According to LA RS 1181751, membershup of the Municipal Employees Retirement System of
Lowsiana (MERS) shall be composed of all employees not specifically excluded LARS 1181732 (13)
defines employee as @ per son including an elected official, actively employed by a participating employer
on a permanent, 1egulan ly scheduled basis of at least an average of thirty-five hours per week
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The Town made payments for the employer portion of tetirement contitbutions for employees who
consistently worked less than 35 hours per week duiing the audit period

Effect.

By providing these benefits to employees who did not consistently work 35 hours per week, the Town
may have violated Lowsiana state law, which prohibits the donation of public funds or assets

Recommendation

The Town should adopt detailed policies and proceduwies to ensure that public funds are spent in
accordance with state law The Town should seek teimbursement for impioper benefits provided to
ineligible and/or former employees and officials, and classify employees as full-time or part-time based
on actual hours worked and penodically teview employee time sheets to ensure that employees classified
as full-time have maintained the appropriate number of hours

Response
See management’s response letter.

2012 —15 Town Improperly Paid Compensation to the Mayor

Condition

The Town may have violated Town Ordinance and state law by continuing to pay the Mayor’s salary at
the amount established by Town Ordinance #701 An mjunction was passed by the Second Judicial
District Court of Jackson Paiish on August 17, 2011, which enjomed the Mayor and the Town Council
fiom operating under Ordinance #70! retroactive back to Maich 28, 2011 Oidinance #701 increased the
Mayor’s annual salary to $70,000 The Mayor’s salary was previously set at $38,000 per year for the
second term served by Ordinance #538 (adopted July 11, 2000)

Cuteria

All expenditures of money for any purpose should be piopetly budgeted and apptoved by Boaid of
Aldermen Budget should be approved according to Louisiana Law as outlined in the Local Government
Budget Act (R S 3951301 et seq)

Cause

The wjunction passed on August 17, 2011 1equued the Town to pay the Mayor an annual salaiy of

$38,000 established by Oidinance #538 Despite the injunction, the Town continued to pay the Mayor
based on an annual salaiy of $70,000 as set by Town Ordinance #701
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Effect
The lotal salary paid to the Mayor by the Town fiom July I, 20t 1 thiough June 30, 2012 was $70,731
The amount paid in excess of Ordinance #538 was $32,731 The Mayor continued to be paid at the 1ate

outhined in Town Ordinance #701 thiough the date of this 1epont

Recommendation

The Town should consult with the Town’s legal advisor and the Louisiana Attorney General to determine
what steps should be taken as 1t relates to the compensation paid to the Mayor while the injunction was in
place The Town should also implement adequate nteinal controls to ensure comphance with all Town
ordmances, state and federal laws, and regulations

Response
See management’s response letter

2012 -16 Insufficient Effort to Collect Delinquent Fines and Forfeitures

Condition

The Town has not made sufficient effort to collect delinquent court fines and penalties

Criteria

The Lowsiana law and Louisiana Attorney General Interpietations of the law requue the following

1 Article 7, Section 14(A) of the Lowisiana Constitution of 1974 provides that funds, credit,
property, or things of value of the state o1 of any political subdivision shall not be loaned,
pledged, or donated to or for any person, association, o1 corporation

2 Loustana Attorney General Opinion 75-1660 provides that delinquent accounts 1ecetvable may
not be forgiven and that all steps must be taken to collect the definquent accounts, including the
reduction of said accounts to judgment

Cause_
The Town has no formal policies and procedures foi the collection of outstanding fines

Effect

By not collecting fines and penalties on a tunely basis, the Town 1s losing 1evenues At the end of the
fiscal petiod, an estimated $33,381 was due to the Town from court {ines
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Recommendation

The Town should adopt and implement procedutes that will enswe all delinquent fines and forfeituwe
1ecervables are collected on a imely basis and action should be taken to collect delinquent amounts  The
Town should also consider seeking the setvices of a collection agency to collect outstanding balances

Response

See management’s 1esponse lettel

2012 - 17 Unclaimed Property

Condition.

The Town regulariy receives unclaimed property when refunds of water meter depasits are returned as
undeliverable. The Town appears to have an uniecorded liability owed to the state as it 1s cuniently in
possession of unclaimed property Tlhis issue was discovered by the audit team upon visit in September
2012 when a sizable amount of returned checks were discovered Upon the audit teams return visit 1n

November of 2012 the returned checks weie still in possession of the Town, however, there was a
substantial reduction in the quantity of checks

Criteria

State law (RS 9§159-160) tequures that unclaimed pioperty be teported and renutted to the state
treasurer on an annual basis

Cause

The Town does not have written policies and procedures to report unclaimed property, such as returned
refunds checks, to the state to ensure compliance with state law

Effect

The Town 1s n violation of state law (R S. 9§159-160) The Town has an vnrecorded lhiabihty The
Town submitted a schedule of unclaimed propeity ptofessed habilities to the state totaling $6,409

Recommendation

We recommend that the Town wnplement written policies and procedutes to enswe that unclaimed
property such as returned refund checks aie pioperly maintained, 1eported, and 1emitted to the state in
comphance with state law The Town should also perfoim the appropriate 1econciliations and teviews to
attempt to determine the full amount owed 1o the state

Response

See management’s 1esponse lettel
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2012-18 Tumely Filing of Report

Condition
The 1eport was not submitted to the legislative auditor’s office on a timely basis
Cuileria

LSA-R S 24 513 States that, “all engagements must be completed and transmitted to the legislative
auditor within six months of the close of the auditee fiscal year

Effect

The Town was not in comphance with the State Law goveining audit engagement completion.
Recommendation

The Town should 1ematn in comphiance with the State Law governing audit engagement completion The
audit engagement should be sought through the methods presciibed by the Lowstana Legislative Auditor

A firm should be selected and appioval of the Lowisiana Legislative Auditor sought early enough to allow
the audit to begin as soon after the close of the fiscal year as (s practicable

Response
See management’s response lettet

2012-19 Untimely Reimbursement to Town for Unused Travel Expenses

Conditions
The Mayor failed to reimburse the Town for the unused portion of travel advance
Cutena

The Town 1ssues travel advances and 1equires employees to complete and expense form to account for the
use of tiavel funds If actual expenses weie less than the amount of the advance payment, the employee
would then be required to reimburse the unused amount

Cause

The Mayot recerved $4,050 in eight tiavel advances between September 25, 2010, and September 16,
2011 The actual expenses for these advances totaled $1,080, 1esulting in $2,970 of unused trave! funds

Town 1ecotds indicate that Mayor Thompson did not 1eimburse these amounts n & timely mannei  On
average, Mayot Thompson reunbursed the Town 143 days after he 1cceived the travel advance payments

For example, travel 1ecords indicate that on June 25, 2011, the Town 1ssued Mayo: Thompson at $1,000
advance payment for a meeting in Iiving, Teaas The coriesponding expense 1epoit indicates that Mayor
Thompson only imcunted expenses totahng $119 but did not reimburse the Town for the unused portion of
$881 until December 30, 2011 (189 days late1) Furthet, these recoids do not provide any public purpose
for the tnp
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The Mayor also received an advance in the amount of $600 00 for travel to a Legislative Audit Advisory
Councii meeting which took place on July 21-22, 2011 A 1eport was provided by the Town detailing
expenses for gasoline, hotel lodging, and meals. However, the tepoil fails to provide supporting
documentation by the Mayor to substantiate the expenses Furtheimore, no documentation was provided
to indicate that any unused funds were 1eimbutsed to the Town

Effect

The failure to tumely 1eimbuwise the Town may have resulted in an 1llegal loan, which 1s prohibited by the
Lowsiana Constitution

Recommendation

The Town should require that iepayments of all advanced funds be submitted within a 30 day time fiame
The returned funds should be accompanied by documentation such as detailed receipts to support the
public pupose far which the funds weie used The Town should enfoice its policies on the timely
submission of tiavel 1eports and repayments of any advanced travel funds that were unused.

Response

See management’s 1esponse letter
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2011-01 General Accounting

Condition

The town began n Apnl 2011 using Quick books softwate for the accounting function with the assistance
of an outside CPA firm serving as the Town’s CFO  The utility department uses a non-integiated
softwate package for 1evenues and 1eceivables with a manual entry mto the Quick books accounting
software The CPA firm was hited to assist the town m addiessing audit findings and implementing
better accounting and record keeping piactices

Recommendation

Town records its cash activity through seveial cash accounts Audstor understands this situation exists
partly in an effort to separate certain funds and grant activities from Town’s normal operations  Auditor
suggests howevel, that this type of segregation can be accomplished through a recording function of the
accounting system. The operating bank account of a cash flow system 1s the major link of mternal
accounting controls over both cash receipts and cash disbursements, if operating activity 1s handled
through more than one bank account, internal controls tend to be weakened To strengthen mternal
control, auditor recommends that the Town deposit all 1eceipts and disbuise all expenditures from one
mass checking account (unless mandated by statue o1 funding source requires sepaiate checking
accounts). Any necessary segiegation for fund or grant cash and activity can be done through the
accounting records

It 1s recommended that the town consider changing the method by which vendor inveices and payments
are filed Alphabetically filing by vendor would make location of documentation faster and aid 1n other
areas of monitoring such as fot giant puiposes

Current Status

Partially 1esolved, see finding 2012-01

2011-02 Cash Controls

Condition

Good contiols require that approprate documentation to support all payments is mamtained, mote than
one individual be involved n the disbursement process, and bills be paid on a timely basis to avoud
penalties and interest

From a haphazard sample of checks multiple instances of the following was noted
» No documentation was provided for some checks
e Purchase orders for some of the checks could not be ptovided and some of the putchase ciders

wete post-dated
e Numerous checks were paid more than 30 days afier the nvoice date
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Qur examnation of the oirgamization’s procedures and bansactions telating to the payroll function
disclosed the following

e The employee responsible for processing payioll has the ability to add employees, change
employee information, enter daily time and attendance for hourly employees, update pay rates,
and maintain ail supporting payroll documents

s Documentation rcflecting appioved changes to cmployce salaries in some instances was not on
file in the employees file

e Theie was no evidence supporting an independent admimstiative seview of payroll transactions
and reports by management

Recommendation

Management should develop a formal plan that includes both short-and long-term spending to ensure 1t
can operate within available funding Stiong contiols should be implemented over the disbutsement
process to ensute that (1) more than one indvidual 1s mvolved i the process (e g, recetving, recording,
1eviewing, appioving and paying), (2) documentation to support all buls and payments 1s complete and
maintaimed ntact; and (3) all bills are paid timely, including the amounts withheld/deducted from
employee paychecks

All vendor payments in the future should include oniginal documentation (invorces, etc ) and should be
paid timely Records supporting disbursements should be properly mamtained Ali employees should
have a completed 1-9, W-4 and L-4 foims The Town should establish and mamntain a salary schedule
Theie should be a form for employee evaluations and raises and should be maintained n the employees’
files All salary increases should have the proper approval on the form and contain the effective date
Time cards/or pay sheets should be signed by the employee and the supervisor All overtime should be
authouized by the appropiate official and evidenced in writing

Current Status
Unresolved, see finding 2012-02

2011- 03 Inadequate Controls over Financial Reporting

Condition
Financial statements are not prepared monthly on funds (e g, General Fund, Enterprise Fund) of the
Town Monthly budget-to-actual compatison schedules are not piepared and ptesented to the mayor and

council for discussion

Recommendation

The orgamzation should 1eview its existing contiols over financial teporting and adopt and implement
policy and procedutes that will enswe the safeguarding of the Town’s assets, tcpoiting accuiate financial
data and that personnel comply with policies, proceduies and regulations  In addition, the orgamization
should complete its 1eview of the draft “Accounting Policy and Proceduies Manual,” maintain the general
ledger on a tumely basis including posting transactions, completing account reconcihiations, and preparing
monthly financial statements The organization should develop a wretten accounting policy manual which
mcludes month-end procedures along with foimal appiovals and othei control procedures Those 1n
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chaige of governance should monitor the process to ensute compliance with the policies established The
mayor should ensure that he and the council ate presented each month with cunent financial statements
(e g, Balance Sheet, Statement of Revenue, Expenditwies, and Changes mn Fund Balance, Cash Flow
Statements for all funds of the Town, including budget-to-actual comparisons and waming of any
coricetive action needed to be taken (e g , amending the budget}

Curient Status
Untesolved, see finding 2012-03

2011-04 Inadeguate Design of Internal Control over Financial Statement Preparation

Condition

The Town’s staff responsible for pireparation of the financial statements and related footnote disclosure in
accordance with generally accepled accounting principles (GAAP) lacks the resoutces and/o1 knowledge
necessary to mternally complete the reporting requirements

Although management of the Town does not actually prepaie and draft the financial statements, related
notes, and supplementary information, they should have the capability and experience to oversee the
process They provide all of the information to be included and they should understand the presentation

Recommendation

The Town should either 1) obtain the resources and/ot knowledge necessary to internaily prepared or
review the auditol’s preparation of the financial statements and related footnote disclosures in accordance
with GAAP, or 2) determne 1f the cost of 1) overrides the benefit of correcting this control deficiency

Management of the Town should make a deternunation as to whethe the cost of carrecting the deficiency
concerning the expeitise of accounting peisonnel exceeds the expected benefit to be derived fiom doing
such

Necessary steps should be taken to recoid postemployment benefits for 1etired employees in accordance
with GASB Statement No. 45

Current Status
Uniesolved, see finding 2012-04

2011-05 Capital Asset Management

Condition

The Town does not have proceduies in place wheie an employee maintains a complete listing of the
Town’s capital assets nor do they have pioceduies to ensuie all additions and deletions ate prope:ly
reflected and monitored There was no annual physical inventory of capital assets taken as required for
good internal contiols nor are all assets properly tagged
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Lowisiana Revised Statue LSA-R S 24 515 1equues the Town to mamtain a comprehensive listing of
capital assets

Recommendation

Management of the Town should consider appointing an cmployee as ptopeily manager who will
maitain a comprehensive listing of capital assets as additions and deletions ate added during the year
Depaitiment heads should be given addiion and deletion forms and requited to complete the forms as
purchases or deletions of capital assets are made and then given to the property manager Deletions
should be suppoited by wiitten documentation stating the 1eason for deletion, method of disposition such
as sale, donation o1 junked and appiopiiate cvidence of approval for the action taken Al should be
approved by the Mayor and piesented to the Aldeimen The property manager should perform an annual
physical nventory of all capital assets and any missing assets identified should be investigated  All assets
should be tagged as property of the Town and senal numbeis 1etained by the property manager Pioperty
manager should also maintain records for all construction projects to determine the status of each project
and which piojects have been completed and should be added to the capttal asset hving

Current Status

Unresolved, see finding 2012-05

2011- 06 Noncompliance with Local Government Budget Act

Condition

Management failed to adopt the Town’s 2010-2011 General Fund budget before the start of the current
fiscal yea: as 1equired by state law (Local Government Budget Act) RS 39 305 Aand RS 33 406 A
(3) requires the budget to be adopted by ordinance before July 1, 2010, the beginning of the Town’s fiscal

yeai under audit

Recommendation

Management should stuctly comply with all provisions of the Local Government Budget Act The
town’s annual budget should be adopted by ordinance before the beginning of each fiscal year (July 1)
and the budget should contain all required information  All amendments to the budget are also required to
be adopted by ordinance (R S 33 406 A 3)

Cunient Status

Unresolved, see findig 2012-06

2011- 07 Noncomphance with Public Bid Law

Cond:tion

Duing the time peniod under audst it was 1evealed that the Town purchased its gasoline fiom one vendo:
without obtaining competitive bids as 1equired by law
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On August 26, 2010 the Lown sold and swapped real estale without a proper apptaisal o1 board apptoval
which was rescinded July 1, 2011  The transaction was modified and re-executed however the bid

specifications were not conected and the bid piocess was not piopeily repeated

Recommendation

Management should consuit with the Town’s legal advisor and the Louisiana Attorney General Also,
management should 1eview annually all items puichased frequently and consider soliciting bids for such
items to cnsure the lowest possible prices and to ensure compliance with the bid Jaw  Subsequent to the
end of the audited fiscal year, the Town consulted with the town attorney, advertised, ieceived and
accepted the [owest bid for gasoline and diesel fuel

Cuirent Status
Unresolved, see finding 2012-07

2011- 08 No Clear Accounting of Dedicated Taxes

Condition

The Town 1eceived ad valorem (ptoperty) taxes dedicated for fire protection and streets and also tecerved
a sales tax dedicated for streets, however, theie was no clear accounting of the expenditures of these
monies to ensure they were spent for their dedicated purposes

Recommendation

Management must be able to clearly demonstrate in the accounting recoids that the taxes were spent only
for theu dedicated purposes It 1s recommended that the funds and expenditures be matched appiopnately
and m a method, 1n the general ledger, conducive to monitoring their use

Current Status

Unresolved, see finding 2012-08

2011-09 Written Policies and Procedures Not Complete

Condition
The Town’s witten policies and piocedures for its business/financial operations were not complete

Subsequent to year end numerous policies and procedutes were being appioved and placed into effect
howeve1, more areas should be addtessed
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Recommendation

Management should 1equue the town cleik to witiate and oversee the development and implementation of
wiitten policies and/or procedutes, m accordance with applicable Louisiana laws, refated to the following
key areas.

e Ethics, mcluding mattets such as piolibited activities (e g, related party transactions) and
requu ing that an annual certification letter be signed by the aldetman and all employees allesting
to therr compliance with the ethics policy

e [Financial repoiting process, including the natute, extent, and frequency of reporting financial
information to aldermen

¢ Disaster planning and recovery policies and proceduies

e Hazard mitigation plan

¢ Policy regaiding deficit spending

All policies bewng developed should be completed, appioved and placed tg effect immedhately and
monitored and modified as neccssary to assure accurate and consistent application The website of the
Lowssiana Legislative Auditor should be consulted for sample policies and procedures and to aid
implementing necessary procedures to comply with state guidelines and laws  Once 1n place, the policies
and procedwes should be continually monitored for adherence

Cuitent Status

Partially 1esolved, see finding 2012-01
2011-10 Tickets

Condition

Each pre-numbered ticket book 1s assigned to an officer and returned when all tickets have been issued
The tickets ate taken to the town hall to be tiacked and the fines collected Once taken to the town hall
they are signed over to the cletk of court by the police department administrative assistant and signed as
received by the cletk of court The police department has improved significantly its tracking of the tickets
out of their department

Controls ove: tickets breaks down once deliveied to town hall The tickets (two copies-blue and white)
are stored in a folder in the month they are deliveied to the town hall This procedure provides httle
contiol o1 tiacking of whether or not the ticket has been paid following delivery to the town hall As the
actual collections are taken, a handwnitten “ieceipt” is prepared on a sheet of paper that 1s not numbesed
and, at tunes may be only a torn sheet ol paper which has not control copy and is not traceable This
provides an increased opportumity for misappropiiation of funds This condition indicates a complete
absence of internal contiol and accountability over tickets and fines

There 15 no evidence of teview of the activity of collection of fines and theie 1s not corresponding
1icporting fiom the cleik of court to the police department mn a standaidized, recuiring format The police
department 15 not awaie of the activity regarding the tickets after delivery to the town hall and this process
makes 1t virtually tmpossible to tiace the ticket through to the point of collection o1 further action taken
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Recommendation
We would recommend that management nmplement the following pactices

¢ Sccuic a icceipt book that has pre-numbered teceipts m triplicate  One copy of the 1eceipt should
be given to the citizen paying the ticket File a copy away with the paid ticket and maintamn a
copy in the receipt book for futuie teference and internal contiol

o File one copy of the ticket (blue copy) away n the month in which 1t was recerved by the clerk
responsible and file the second copy (white copy) by number in a holding file unt:l the ticket 1s
paid

o When the ticket 1s paid, pull the white copy and attach to the paid 1eceipt and then file the paid
ticket away in a file exclusively for tiaffic fines and tickets

e The Cletk at the town hall should provide the Police Department with a monthly repoit of paid
and unpaid traffic fines and tickets For good inteinal control, all ticket books returned to the
town hall should have each ticket accounted for sequentially in the monthly report provided to the
police chief Unpaid fines should be pursued timely according to the Town ordinance

Current Status

Unresolved, see finding 2012-09

2011- 11 Water Sewer Collections

Condition.

During our audit, we noted that procedures which were ongmally m place over water and sewer activity
were not being followed Water and sewer accounts i1eceivable, including billing adjustments, and
customet deposit coliections were not being reconciled to the datly work and genetal ledger on a monthly
basis

Recommendation

We recommend that the Town have the approptiate employee 1econcile the water and sewer accounts
tecervable and customer deposits 1ecorded i the general ledger with 1epoits genetated by the billing
softwaie  Also, the daily wark generated by the billing softwate should be reconciled to the actual
deposits made by the appiopiiate Town employee The jouinal entry into the accounting software should
be made by the accountant and reviewed by the town cleik and documented with her approval

Cuurent Status

Unresolved, see finding 2012-10
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2011- 12 Intciagency Accounts

Condition

The Town’s ter-fund activity accounts were not reconciled and posted piroperly during the year
Recommendation

We 1ccommend that inter-fund activity and transfers between funds be posted consistently “Transfers” in
heu of “Due to and Due From” These tiansactions will be 1econciled on a monthly basis, 1eviewed and
approved at the supervisory level and be made only after authoiization fot the transfer 1s made by the
Mayor and board of Aldermen if requured

Uniesolved, see findmg 2012-11

2011-13 Inauguration Celebration

Condition

On December 23, 2010 the Town hosted an inaugural ceremony at the Jackson Parish Community Center
to celebrate the 2010 campaign victortes of the Mayor, Chief of Police, and Board of Aldermen The
Town paid $2,400 00 for cateted meals, $158 00 for an advertisement in the town journal, and also hired a
videographer As Town {public) funds were used to pay foi this event, the Mayor may have violated
Lowsiana Law and the Constitution .

Recommendation

Seek guidance from an authority such as the Lowsiana Legislative Auditor when considening an
expenditure or event that 1s out of the normal coutse of business for the Town

Current Status
Resolved

2011-14 Timely Filing of Report

Condition
The 1eport was not submitted to the legislative audito:’s ofTice on a limely basis

Recommendation

The Town should remain in comphiance with the State Law goveining audit engagement completion The
audit engagement should be sought through the methods piescribed by the Lomisiana Legislative Auditor
A firm should be selected and approval of the Louisiana Legislative Auditor sought early enough to allow
the audit to begin as soon after the close of the fiscal year as 1s practicable
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Curtent Status

Unresolved, sec finding 2012-18

2011-15 Capital Outlay Accounting

Condition.

The Town did not maintain capital outlay pioject files to track constiuction in progress In examming two
grants 1t was noted that non capital expenditwies wete recorded in capital outlay accounts and capital
outlay expenditures were posted in repair accounts. Projects wete not appropriately segregated to enable
ptoper monitoring of receipt and expenditures of funds

Also duning the examination of grants and contracts, no vendor voices or support for one vendor could
be provided and many lacked written indication of review and apptoval for payment Additionally,
payments were consistently made late and one instance the full balance due was paid, which exceeded the
invoiced amount by mote than $75,000 While not a direct violation 1t 1s not considered appropuiate in
light of the cash flow difficulties of the town Numerous invoices weie lacking notation of being paid, in
one nated instance an 1nvoice was paid twice This was caught 3 months later by the town and a verbal
request for a tefund was made As of the date of this 1eport the refund has not been 1eceived, seven
months after the request was made and there was no evidence of subsequent requests Due to a lack of
adequate documentation it 1s possible that, due to pooi accounting records maintenance that 1t was, mn fact
not paid twice

The Town did not comply with requirements regarding cash management that are applicable to the airport
unprovements program, CFDA# 20 106 and the Capitalization Grant for Clean Water, CFDA# 66 458,
compiiance with such 1equuements s necessary m our opinion for the Town to comply with the
tequuements applicable to that program

Recommendation

The Town should mamtam construction in progtess files and monitor the activity monthly Capital outlay
accounts should be reviewed monthly and at year end to ensure that only allowable and appiopriate
expenses are posted to those accounts When a project 1s completed the costs should be moved to the
proper capital asset account

Centralized control of contracts and grants should be implemented and mamtained by the town clerk The
town accountant should maintain a log of journal entries and receive written review and approval by the
town clerk and others as deemed necessary Bank reconciliations should be piepaied by the town
accountant and reviewed by the town clerk noting teview and appioval  All expenditures should be
1eviewed and contain written evidence of the review and apptoval by the mayor as wel! as all supporting
mvoices and documents priol to payment As tequited, certain expenditutes requue considetation and
approval of the aldeimen

Grants and loans should have compliance matteis listed for restrictions and covenants and be monitored

for continued compliance Funds should be properly segregated as requited by grants, loan covenants and
law such as taxes dedicated to a specific purpose
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Lack of a propet accounting for grants madc the picpatation of the Schedule of Federal Awards difficult
lo determine and to ascertain the completeness Monitoring and managing the day to day piogress of the
town 1s ctitical 1n the management of cash flow to prevent future economic hardships

Current Status

ltems were not tested in cunent period because audit did not meet A-133 Single Audit Ciiteria

2011- 16 Suspension and Debarment

Condition

Management entered nto contracts for goods and services exceeding the $25,000 covered tiansaction
threshold without documenting thewr verfication that the vendor was not suspended, debarred or
otherwise excluded It was determuned in the audit that no tested vendor was suspended, debarred or
otherwise excluded

Federal Aviation Admmistiation Anport 20106
Improvement Program

Environmental Protection Agency Passed 66 458
Through LA Department of Environmental

Quality Capitalization Grants for Clean

Water (ARRA)

Recommendation

Management should develop inteinal control procedures to verify with the EPLS, Excluded Parties
Listing System, those entities to wlich they expect to pay $25,000 or more for goods and services

Current Status

Items weie not tested in current period because audit did not meet A-133 Audit Criteria

38




TowN OF JONESBORO

POST OFf1ICL BOX 610
Jonkssoro LA 71251

LESLIE C THOMPSON PHONE (318) 259-7185

MAYOR
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Agreed Upon Procedures
Town’ Response

Fipancial Management

Credit Cards

The Town Council and Mayor did reccive monthly financials until the clerk
resigned The Town has replaced its’ clerk and sccountaut and menagement 1s
pow rcceiving the financials which includes budget to actual at each neeting

The Mayor intends to present a deficit spending pohicy before the Council within
the next few weeks for 1ts’ consideration and adoption,

The lown has adopted written policies that are designed to strengthen the areas of
budgcting, purchasing, disbursements and receipts

The Town has adopted written credit card policies and according to this finding
there 15 room for improvement in the areas of monitoring usage The Town will
mvestigate how we might imprave in this aica.

Thc Town 1s very pleased with jts' abtity to provide the travel support
documentation required Eleven of twclve were available for inspection and it
appears that where documentation was not gvailable, 1t was concluded that the
expense was municipal-business related The second card showed all 38
transactions cxamincd, all supporting documentation was in place The Town 1s
proud of its” progress 1n this area Onc of our weakwnesses ip this area appears to
be providing evideoce of review and approval. The Town will make this an arca
of prionty A lale fcc total of $20.89 for the year represents timely payments and
improved monitoring on the town’s part Howevcr, we would hope to eliminate
all late payments.

Travel and Expense Rcimbursement

The Town )s pleased to have adopled wnttcn policies in this area I'be auditor
states that the Town failed to mention 2 dollar threshold [or lodging This 15 an
area that will be addressed The auditor mcntioned that all monics were
repnbursed (o the Town The Mayor's reimbursements are shown 1o have bcen
paid beyond the five day window This 1s because the policy was not in force
durng that time

“WE ARE AN EQUAL OPPORTUNITY PROVIDER AND EMPLOYER”



Contracts

There has been no infraction of timely reimbursement since the policy’s
inplementation  The auditor noted that all transactions were revicwed and no
exceptions noted on the itransactions examined. The Town 1s very proud of the
progress shown 1n this arta

The Town has now appowmted an employec as contract manager and has created a
contract file and centralized control The auditor was able to establbish that of all
vendors examincd that the town could produce active contracts and could validate
business legittmacy Thé Town purchascs its material and supplies on an as
needed basis. Wc will look at a contract opuon to see how 11 may better serve the
town

Payroll and Personncl

While the Town does have written policies and procedures, we will seck to
include )u its’ language the processing of leave and over-time worked. The Town
is pleascd that of the pay penod cxamined employces are properly documenting
their attendance. However, a short fall is detected in the arca of supervisor
approval documcntation Of 48 transaction rcvicwed, 5 showed no written
approval The Town will pinmeduately address ttus area of concern with staff and
heads of departments.
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2012-01

2012-02

2012-03

2012-04

2012-05

2012-06

2012-07

Internal Control and Compliance Findingy
Town of Jonesboro’s Response to Findings

Gencral Accounting
Vendor filing system has been modified to accommodate auditor’s recommendation

Cash Controls
Bil} Ryder, the State Financial Admimstrator smplemented a system of cash controls
for the town and assisted the personnel in s cstablishment

Inadequate Controls Over Financial Reporting

The Mayor and Counci) did receive monthly budget to actvals These reports werc
interrupted momentarily when the town's clerk resigned The receipt of these
hnancial reports have resumcd since the replacement and reinstatement of new
personne]

Preparation of Financial Statcments
Town bas since hired an accountant whose possess the skill Jevel required to address
the arcas of concerns that reiate to preparation of financia) statements

Capital Asset Management

An cmployee has becn assigned the position of assct manager. All propertics have
been 1dentified and tagged. Department heads have met and bave becn notified of
their duties, and responsibilities

Non-Comphance with Local Government Budget Act

The Mayor presented a budget message that was ali inclusive Qur special revenue
fund information 3s now bemmg presented scparately for more clanty and to meet the
legal requirements of the Act.

Non-Compliance with Contracting for Professional Services Laws

The Town has heen of the opinson that if services rendered were Jess than $10,000.00
in cost that an invoice was sufficient to satisfy, howcever, we certainly understand the
necd for contract and wi)) require the produchion of ooe wath all services rendered,
henceforth,

“WE ARE AN EQUAL OPPORTUNITY PROVIDER AND EMPLOYER"



201208

2012-09

2012-10

2012-11

2012-12

2012-13

2012-14

2012-15

2012-16

No Clear Accounting for Dedicated Taxes

The Town just recently spent $100,000 in order to create a system that would address
in part these very concexns. A contractual agreement was entcred wito with a CFO and
the Legislative Auditor with the very intent to prevent any possible co-minghing of
funds or mjsappropriations of funds Both parties agreed that the creation of separate
funds for the purpose of meeting this goal was sufficicnt. If the Town can do motc or
the auditor can suggest another method to meet these requirements, the Town will
modify and ccrtainly comply.

Traffic Tickets

The Town recognizes that the reduction of writing tickets led to the reduction of
rcvenucs from citations Howcver, this department is presently non-functional but, as
noted, the town has implcmented the recommended procedures for good internal
control

Water Sewcr Collection
These recommendations have been implemented with reconcilable procedures being
performed by the new accountant

Intcragency Accounts Transfer
The new accountant hes becn informed of the need to reconcile monthly and to post
transfers consistently with required approval.

Impraper Treatment of Town Vehicles
This matter 13 at presept an issue of pending lLitigation and the town 1akes the position
that it would be mappropriate to respond at the time

Town Improperly Provided Insurance and Other Employcc Benefits to Ineligible
{ndividuals

Thas matter is at present an issue of pending Jitigation and the town takes the posibon
that 1t would be mappropnale to respond at this time.

Town Improperly Paid Retirement Contnbutions for Ineligible Employees
This matter 1s at present an 1ssue of pending litgation and the town takes the position
that it would be tnappropriate to respond at this time

Town Improperly Paid Compensation to the Mayor
This matter 18 at present an 1ssue of pending litigation and the town takes the position
that it would be rnappropniatc to respond at this time

Insufficicnt Effort to Collect Delinquent Fincs and Forfeitures

The Mayor intends to bring, before the Council, the need lo implement policy
directed to collection of delinquent fines and fees We will seck attorncy advice and
gather any necded training sn order properly and most cffectively attempt to recoup
all funds owed to the town



2012-17

2012-18

Unclaimed Property
The Town will present this matter 10 Councti for adoption of policy and proccdure
It’s apparent that the Town has not addresscd this 1ssue for more than twenty years

This admimstration has already begun the process and s submtting the requred
funds to the Secretary of Treasury's officc.

Timely Filing of Report

The Town 18 comnmitted to begin the cngagcment process earlier this fiscal year m
order te give the auditor yorc time to complete the process



