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Independent Auditor’s Report

The Honorable Mayor Harold J Smith
and Members of the Board of Alderman
Town of Kentwood, Louisiana

Report on the Financial Statements

| have audited the accompanying financial statements of the governmental activities, the business-type
actvities, each major fund, and the aggregate remaining fund information of the Town of Kentwood, Louistana
{the “Town"), as of and for the year ended December 31, 2012, and the related notes to the financial
statements, which collectively comprise the Town's basic financial statements as listed in the Table of
Contents

Management’s Respansibility for the Financial Statements

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

Auditor's Responsibility

My responsibility is to express opinions on these financ:al statements based on my audit | conducted my audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Governmental Auditing Standards, 1ssued by the Comptroller
General of the United States Those standards require that | plan and perform the audit to obtain reasonable
assurance about whather the financial statements are free from matenal misstatement

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

1 believe that the audit evidence | have obtained is sufficient and appropnate to provide a basis for my audit
opinions



Opinions

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

Emphasis of Matter

As described 1n Note 1 to the financial statements, in 2012, the Town adopted new accounting guidance,
GASB Statement No 63, Financial Reporting of Deferred QOutflows of Resources, Deferred Inflows of
Resources, and Net Position, and, GASB Statement No 65, items Previously reported as Assels and
Liabilities My opinmion 1s not modified with respect to this matter

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of Amernica require that the management's
discussion and analysis on pages 9 through 17, budgetary companson information on pages 61 through 66,
and the information presented in the Schedule of Funding Progress for the Retiree Health Plan on page 67
be presented to supplement the basic financial statements Such information, although not a part of the basic
financial statements, 1s required by the Governmental Accounting Standards Board, who considers it to be
an essental part of financial reporting for placing the basic financial statements in an approprate operational,
economic, or historical context | have appled certain hmited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of iInquiries of management about the methods of preparning the information and comparing the
information for consistency with management's responses to myinquiries, the basic financial statements, and
other knowledge | obtained during my audit of the basic financial statements | do not express an opinion or
provide any assurance on the information because the imited procedures do not provide me with sufficient
evidence to express an opinion or provide any assurance

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town's basic financial statements The accompanying schedules listed as Other Supplemental
Schedules in the Table of Contents are presented for purposes of additional analysis and are not a required
part of the basic financial statements The Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U 8 Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and 1s also not a required part of the basic
financial statements The accompanying schedules listed as Financial Data Schedules Required by the US
Department of Housing and Urban Development in the Table of Contents are presented for the purpose of
additional analysis as required by the US Department of Housing and Urban Development, and are also not
a required part of the basic financial statements

The information in the Other Supplemental Schedules for the year ending December 31, 2012, the Schedule
of Expenditures of Federal Awards, and the Financial Data Schedules Required by the US Department of
Housing and Urban Development are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements Such
information has been subjected to the auditng procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
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generally accepted in the United States of America In my opinion, the information in the Other Supplemental
Schedules for the year ending December 31, 2012, the Schedule of Expenditures of Federal Awards, and the
Financial Data Schedules Required by the US Department of Housing and Urban Development are fairly
stated, in all matenal respects, in relation to the basic financial statements as a whole

t have previously audited, in accordance with auditing standards generally accepted in the United States, the
basic financial statements for the year ended December 31, 2011, which are not presented with the
accompanying financial statements, and | expressed unmodified opinions on the respective financial
statements of governmental activities, the business-type activities, each major and nonmajor fund Thataudit
was conducted for the purpose of forming opinicns on the financial statements that collectively comprise the
Town’s basic financial statements The information in the accompanying Other Supplemental Schedules
related to the 2011 financial statements is presented for the purpose of additional analysis and 1s not a
required part of the basic financial statements Such information is the responsibility of management and was
denivad from and relates directly to the underlying accounting and other records used to prepare the 2011
basic financial statements The information has been subjected to the auditing precedures applied in the audit
of those basic financial statements and certain additional procedures, including comparng and reconciling
such information d:irectly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America In my opinion, the information in
the accompanying Cther Supplemental Schedules related to the 2011 financial statements s fairly stated in
all matenal respects in relation o the basic hnancial statements from which it has been derived

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, |1 have also issued my report dated June 28, 2013, on
my consideration of the Town's internal control over financial reporting and on my tests of its complhiance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters The purpose of
that report I1s to describe the scope of my testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
comphance That report s an integral part of an audit performed in accordance with Government Auditing
Standards n considering the Town's internal control over financial reporting and complance

Sincerely,

BRANDY WESTLOTT, LLC

B Am CAA

Brandy Westcott Garcia, CPA
Member

June 28, 2013
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Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Introduction

The Town of Kentwood (the Town) 1s pleased to present its Annual Financial Statements developed in
comphance with Governmental Accounting Standards Board Statement No 34, Basic Financial
Statements - Management's Discussion and Analysis - For State and Local Governments (GASB 34), as
amended The amendment of GASB 34, including the adoption of GASB Statement No 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position, and
applicable standards are more fully described in Footnote 1 — Summary of Significant Accounting
Policies

The Town’s discussion and analysis 1s designed to (a) assist the reader 1n focusing on significant financial
1ssues, (b) provide an overview of the Town’s financial activity, (c¢) identify changes in the Town’s
financial position, (d) identify any significant variations from the Town’s financial plan, and (e) 1dentify
individual fund 1ssues or concerns

Since Management's Discussion and Analysis (MD&A) 1s designed to focus on the current year’s
activities, resulting changes, and currently known facts, please read 1t in conjunction with the Town’s
financial statements on pages 19 through 30 of this report

Financial Highlights

¢ At December 31, 2012, the Town’s assets exceeded 1ts habihities by $7,429,063 (net position) Of
this amount, $2,964,063 (unrestricted net position) may be used to meet the Town’s ongoing
cbligations to 1ts citizens

¢ For the year ended December 31, 2012, the Town’s total net position increased by $430,447

e At December 31, 2012, the Town’s governmental funds reported combined ending fund balances
of $2,890,575, an increase of $282,684 for the year Of this amount, $990,331 or thirty-four
percent 1s available for spending at the Town’s discretion (unassigned fund balances)

¢ At December 31, 2012, the Town’s proprietary funds reported combined ending net position of
$2,975,595, a decrease of $204,235 for the year Of this amount, approximately seventeen
percent, or $500,823, 1s available for spending at the Town’s discretion (unrestricted net
position)

* For the year ended December 31, 2012, the Town’s total long term debt for the propretary fund
decreased by $19,779, due to revenue bond principal payments

Overview of the Annual Financial Report

The financial statement focus 1s on both the Town as a whole and on the major individual funds Both
perspectives, government-wide and major funds, allow the user to address relevant questions, broaden a
basis for companison, and enhance the Town’s accountability The statements then proceed to provide an
increasingly detailed look at specific financial activities

The MD&A 1s intended to serve as an introduction to the Town’s basic financial statements, which
consist of three components (1) government-wide financial statements, (2) fund financial statements, and
(3) notes to the financial statements This report also contains supplementary information in addition to
the basic financial statements




Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the Town’s finances in a manner simlar to a private-sector business Governmental activities, which
normally are supported by taxes and intergovernmental revenues, and business-type activities, which
rely to a sigmficant extent on fees and charges for support are presented in separate columns along
with a total column for the primary government If the Town determines that presentation of a
component umt (which are other governmental umits for which the Town can exercise sigmficant
influences or for which the Pnmary Government financial statements would be misleading 1f
component unit information 1s not presented) 1s necessary to allow the reader to determine the
relationship of the component unit and primary government, the component umt information 1s
presented 1n a separate column of the financial statements or in a separate footnote For the current
fiscal year, the Town of Kentwood has no component units

The Statement of Net Position presents information on the Town’s assets and habilities using the
accrual basis of accounting, in a manner similar to the accounting used by private business
enterprises The difference between the assets and liabilities 1s reported as net posiion Over time,
the increases or decreases 1n net position and changes in the components of net position may serve as
a useful indicator of whether the financial position of the Town ts improving or deteriorating

The Statement of Activities presents information showing how the Town’s net position changed
during the most recent fiscal year, focusing on both the gross and net costs of various activities, both
governmental and business-type, that are supported by the Town’s general tax and other revenues
This 1s intended to summarize and simplify the reader’s analysis of the cost of various governmental
services and/or subsidy to various business-type activities

In both of the government-wide financial statements, the Town’s activities are divided into two types

Governmental activities - Most of the Town’s basic services are reported here, including general
government, public safety, streets and sanitation, health and welfare, and culture and recreation
These activities are financed primarily by property taxes, franchise taxes, sales taxes, fire
insurance rebates, and fines

Business-type activities - The Town charges a fee to customers to help 1t cover all of the cost of
the services provided The Town’s water, natural gas, and sewer utility systems are reported in
this section

Fund Financial Statements

A fund 1s a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives The Town, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related and legal
requirements The Town uses two categories of funds to account for financial transactions
governmental funds and proprietary funds Tradiional users of governmental financial statements
will find the fund financial statements presentation more famihar
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Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Governmental funds are used to account for most of the Town’s basic services However, unlike the
government-wide financial statements, governmental fund financial statements focus on how money
flows into and out of those funds and the balances that are left at year-end that are available for
spending These funds are reported using the modified accrual basis of accounting, which measures
cash and all other financial assets that can readily be converted to cash The governmental fund
statements provide a detailed short-term view of the Town’s general government operations and the
basic services it provides Governmental fund information helps to determine whether there are more
or fewer financial resources that can be spent in the near future to finance the Town’s programs

Propnetary funds account for water, natural gas, and sewer utility services provided by the Town to
its customers Proprietary funds statements provide the same type of information as the government-
wide financial statements, but the fund presentation provides more detail

Because the focus of governmental funds 1s narrower than that of the government-wide financial
statements, there are differences in the information presented for government funds and for
governmental activities 1n the government-wide financial statements Review of these differences
provides the reader of the financial statements insight on the long-term impact of the Town’s more
immediate decisions on the current use of financial resources Both the governmental fund Balance
Sheet and the governmental fund Statement of Revenues, Expenditures and Changes in Fund
Balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities

Notes to the Financial Statements

The notes to the financial statements provide additional information that 1s essential to a full
understanding of the data provided 1n the government-wide and fund financial statements



Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position The following table provides a summary of the Town’s net position for the current year as
compared to the prior year For more detailed information, see the Statement of Net Position n this
report

Net Position

2012 and 2011
Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011

Assets (Restated) (Restated) (Restated)

Current and Other Assets $ 3090292 $§ 2794764 $ 934,764 § 959997 § 4025056 $ 3,754,761

Captal Assets 1,664,350 1,341,309 2,981,304 3,209,192 4,645,654 4,550,501
Total Assets 4,754,642 4,136,073 3,916,068 4,169,189 8,670,710 8,305,262
Liabilities

Long-Term Debt Outstanding 101,457 130,414 690,197 702,605 791,654 833,019

Other Liabilities 199,717 186,872 250,276 286,754 449,993 473,626
Total Liabilnties 301,174 317,286 940,473 989,359 1,241,647 1,306,645
Net Position

Net Investment in Capital Assets 1,664,350 1,341,309 2,324,051 2,532,160 3,988,401 3,873,469

Restricted 325,540 325,000 150,721 127,980 476,261 452,980

Unrestricted 2,463,578 2,152,478 500,823 519,690 2,964,401 2,672,168
Total Net Position $ 4453468 $§ 3818787 $§ 2975595 $ 3179830 $ 7429063 $ 6,998617

Approximately fifty-four percent of the Town’s net position reflects 1ts investment 1n capital assets (land,
buildings, equipment, infrastructure, and improvements) net of any outstanding related debt used to
acquire those capital assets. These capital assets are used to provide services to citizens and do not
represent resources available for future spending Although the Town’s investment 1 its capital assets 1s
reported net of related debt, 1t should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets cannot be used to liquidate these liabilities

Approximately six percent of the Town’s net position represents resources that are subject to external
restriction on how they may be used The Town’s restricted net position consists of cash reserves
required by revenue bond agreements and cash for customer deposits net of corresponding habilities

Approximately fourty percent of the Town's net position 1s unrestricted and may be used to meet the
Town's ongoing obhgations to 1ts citizens

At the end of the current fiscal year, the Town was able to report positive balances in all three categories
of net position, both for the Town as a whole, as well as for separate governmental and business-type
activities The same held true for the pnior fiscal year

12



Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

In order to further understand what makes up the changes in net position, the following table provides a
summary of the results of the Town’s activities for the current year as compared to the pnor year An
analysis of the primary sources of these changes follows the table

Changes in Net Position
For the years ended December 31,2012 and 2011

Govemnmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
Revenues {Restated) (Restated) (Restated)
Program Revenues
Charges for Services $ 286,050 $ 274707 $  1,539905 §  1,630405 $ 1,825,955 § 1,905,112
Operating Grants and Contributions 579173 572,420 - - 579,773 572,420
Capital Grants and Contnibutions 417,541 193,898 - 11,400 417,541 205,298
General Revenues
Taxes 1,000,701 1,007,465 - - 1,000,701 1,007,465
Interest Income 2,061 5,142 1,021 762 3,082 5,904
Donations - 55,002 - . . 55,002
Miscellaneous 6,800 13,832 5,357 500 12,157 14,332
On Behalf Payments 40,700 32027 . - 40,700 32,027
Gaun (Loss) on Sale of Assets 98,306 - - - 98,306
Total Revenues 2,431932 2,154,493 1,546,283 1,643,067 3,978215 3,797,560
Expenses
General Government 567,140 726,422 - - 567,140 726,422
Public Safety - Police Protection 464,159 390,490 - - 464,159 390,490
Public Safety - Fire Protection 468,497 442,203 - - 468,497 442,203
Public Works - Streets and Sanitation 451,848 473,450 - . 451,848 473,490
Health and Welfare 6.594 6,615 - - 6.594 6,615
Recreation 17,282 13,370 - - 17,282 13370
Economic Development 98,339 - - ° 98,339 :
Water, Gas, and Sewer Utility - - 1,117,949 1,130,282 1,117,949 1,130,282
Housmg Assistance - - 310,329 336,489 310,329 336,489
Total Expenses 2,073,859 2,052,590 1428278 1,466,771 3,502,137 3,519,361
Change in Net Position Before Transfers 358,073 101,903 118,005 176,296 476,078 278,199
Transfers (Out) In 276,609 329,388 (322,240) (471,207) (45,631) (141,819)
Change m Net Position 634,682 431,291 (204,235) (294,911) 430,447 136,380
Net Position, Beginning 3,828,234 3,364,973 3,185,374 3,489,057 7,013,608 6,854,030
Prior Period Adjustment (9.:448) 22,523 (5,344) (14,316) {14,992) 8.207
Net Position, Ending $ 4453468 § 1818787 § 2975595 § 3,179,830 § 7,429.063 $ 6.998,617
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Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Governmental Activities

The Town’s governmental net position increased by $634,682 or sixteen percent of the prior year
ending net position to $4,453,468 The increase n net position for 2012 was $358,073 when
comparing the change in net position before transfers of $101,903 1n 2011

Sales taxes increased $63,000 in 2012 Gaming taxes decline approximately fifty three percent due to
a change n the tax rate for a $56,000 reduction in 2012 after a $47,000 reduction mn 2011 The
Recreation capital grant revenue received was increased from $21,451 to $404,571 1n 2012 Police
Protection expenditures increased twenty percent to $461,975, which included $26,100 in capital
assets General Government expenditures decreased $151,372 due to allocating health insurance and
workers’ compensation expenses to the correct departments during 2012 Public Works expenditures
decreased $21,642

Business-Type Activities

The business-type activities recorded a decrease 1n net position of $204,235 as compared to the 2011
decrease n net position of $294,911 The nonoperational decline in net position was caused by
$322,240 of transfers out of the Utility Fund into the General Fund Net position before transfers
increased by $118,005 1n 2012 as compared to $176,296 1n 2011 Total operating expenses decreased
$12,333 or one percent for a total of approximately $1 1 million Utility charges for services
decreased approximately $90,500 or six percent in 2012 Utility rates did not change in 2012 (except
industrial gas rates which fluctuate regularly) Housing assistance costs decreased $26,160 or about
six percent for 2012

Fund Financial Analysis

As noted earlier, the Town uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements

Governmental Funds

The focus of the Town’s governmental funds 1s to provide information on near-term inflows,
outflows, and balances of spendable resources Such information 1s useful 1n assessing the Town’s
financing requirements In particular, unreserved fund balance may serve as a useful measure of the
Town’s net resources available for spending at the end of the year The basic governmental fund
financial statements can be found on pages 22 through 25 of tius report

At the end of the current year, the Town’s governmental funds reported combined ending fund
balances of $2,890,575, $1,459,231 of which 1s assigned for the volunteer fire department, $62,513 1s
assigned for LHFA economic development and $325,540 1s restricted for capital projects An amount
of $990,331 1s unassigned and available for spending at the Town’s discretion An amount of
$52,960 1s 1n prepaid assets and 1s unspendable

The general fund 1s the chief operating fund of the Town At the end of the current year, the total
fund balance for the general fund was $1,347,270 The General Fund had $990,331 unassigned fund
balance. As a measure of the general fund’s liquidity, 1t may be useful to compare both unassigned
fund balance and total fund balance to total fund expenditures The general fund unassigned fund
balance represents seventy-eight percent of tota! fund expenditures

14



Town of Kentwood
Management’s Discussion and Analysis (Unaudiuted)
As of and for the Year Ended December 31, 2012

Proprietary Funds

The Town’s proprietary funds provide the same type of information found in the government-wide
financial statements, but in more detail

General Fund Budgetary Highlights

Total revenues and other sources for the Town of Kentwood were below budgeted revenues and other
sources by twenty-nine percent for the fiscal year ending December 31, 2012 This was due to a capital
grant which was budgeted and not received in the general fund, but recorded in the Park Project capital
project fund Therefore the grant 1s not in revenues and the capital outlay 1s not in expenditures creating a
compensating positive variance in expenditures

Capital Assets and Debt Admimistration

Capital Assets

The Town’s nvestment in capital assets for 1ts governmental and business-type activities as of December
31, 2012 amounts to $4,645,654 (net of depreciation) The total increase in the Town’s investment 1n
capital assets for the current fiscal year was $95,152 (net of depreciation)

The major capital asset event during the current year was the completion of the construction of rehab
house project totaling $112,165 from prior and current pertods However, a logging truck hit the rehab

house, totally 1t, and the Town received insurance reimbursement totaling $180,535

Two police cars were purchased at a total cost of $26,100 The Town received a grant in the amount of
$12,000 for the purchase of police cars A new roof for the City Hall was added at $39,600

The following table provides a summary of the Town’s capital assets (net of depreciation) at the end of

the current year as compared to the prior year For more detailed information, see Note 8 to the financial
statements 1n this report

15



Town of Kentwood

Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Capital Assets (Net of Depreciation)

2012 and 2011
Governmental Activities Business-Type Activities Total
Capital Assets 2012 2011 2012 2011 2012 2011
Land $ 619,126 § 592419 § 21,100 3 2,100 § 640226 $ 613519
Construction m Progress 485,941 182,866 - - 485941 182,866
Buildmgs and Improvements 1235473 1,188,966 46,639 46,639 1,282,112 1,235,605
Machmery and Equipment 838,593 309,344 186,482 178,976 1,025,075 988,320
Infrastructure 43,853 43,853 - - 43,853 43,853
Gas Utilty System - - 801,615 801,615 801,615 801,615
Water Utility System - - 2,404,201 2404201 2,404,201 2,404,201
Sewer Utility System - - 4,641,996 4,641,996 4,641,996 4,641,996
Subtotal Capttal Assets 3,222,986 2817448 8,102,033 8,094,527 11325019 10911975
Less Accumulated
Depreciation (1,558636)  (1,476,139)  (5,120,729) (4,885,335)  (6,679365)  (6361474)
Caputal Assets, Net $ 1664350 $ 1341309 $ 2981304 $ 3209192 § 4645654 $ 4550501
Long-Term Debt

At December 31, 2012, the Town had total long term debt outstanding from bonds payable of $657,253
Of this total, $20,789 15 due within one year and $636,464 1s due within greater than one year The
following table provides a summary of the Town’s outstanding debt at the end of the current year as
compared to the prior year For more detailed information, see Note 13 to the financial statements 1n this

report

Revenue Bonds

Total Qutstandng Debt  § -

Outstanding Debt
2012 and 2011
Govemmental
Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
$ - 3 - 3 657253 % 677032 § 657253 $ 677,032
$ - § 657253 $ 677032 $ 657253 § 677032
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Town of Kentwood
Management’s Discussion and Analysis (Unaudited)
As of and for the Year Ended December 31, 2012

Other Factors Affecting the Town

The Town of Kentwood’s management approach 1s conservative When possible, the Mayor and
Aldermen attempt to provide services for the Town based on existing revenues and to finance long-term
projects only when absolutely necessary The Town actively pursues grant funds to minimize the cost of
major projects to 1ts citizens The Town also attempts to keep utility rates at the minimum required to
cover the costs of utility system operation However, gas system rates are largely dependent on the
amounts charged the Town for the cost of gas sold

Contacting the Town’s Financial Management
This financial report 1s designed to provide the Town's citizens, taxpayers, creditors and investors with a
general overview of the Town’s finances and show the Town’s accountability for the money 1t receives

Questions regarding this report or requests for additional information should be addressed to the Town of
Kentwood, 308 Avenue G, Kentwood, Lowsiana 70444, telephone (985) 229-3451
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Statement A

Town of Kentwood
Statement of Net Position
As of December 31, 2012
Pnmary Govemment
Govermmental Busmess-Type
Activities Activities Total
Assets
Current Assets
Cash and Cash Equivalents $ 1,768,172 § 495512 § 2,263,684
Investments 232,820 - 232,820
Recewvables, Net -
Accounts - 155,578 155,578
Intergovernmental 643,848 182 644,030
Taxes 45,139 - 45,139
Due From Other Funds 9,935 2,893 12,828
Prepard Insurance 52,960 - 52,960
Total Current Assets 2,752,874 654,165 3,407,039
Restricted Assets
Restricted Cash and Cash Equivalents 337418 280,599 618,017
Total Restricted Assets 337,418 280,599 618,017
Caprtal Assets
land 619,126 21,100 640,226
Construction m Progress 485,941 - 485,941
Caprtal Assets, Net 559,283 2,960,204 3,519,487
Total Captal Assets 1,664,350 2,981,304 4,645,654
Total Assets 4,754,642 3,916,068 8,670,710
Laabihities
Current Labilties
Accounts Payable 51,090 59,402 110,492
Other Accrued Payables 148,627 27,379 176,006
Duge To Other Funds - 12,828 12,828
Customer Depostts - 129,878 129,878
Borxs Payable - 20,789 20,789
Total Current Liabilties 199,717 250,276 449,993
Long Term Liabiltes
Bonds Payable - 636,464 636,464
Other Post Employment Benefit Obhgation 13,531 4,780 18,311
Accrued Sck Leave Convertibk to Retrement 87.926 48,953 136,879
Total Long Term Liabilhes 101.457 690,197 791,654
Total Liabilities 301,174 940,473 1,241,647
Net Position
Net Investment n Capial Assets 1,664,350 2,324,051 3,988,401
Restricted for -
Capttal Projects and Debt Service 325,540 114,906 440,446
Housmg Activites - 35,815 35815
Urrestricted 2,463,578 500,823 2,964,401
Total Net Position 3 4453468 % 2975595 § 7,429,063

The accompanying notes are an integral part of this statement




Governmental Activities
General Government

Publhc Safety - Police Protection

Public Safety - Frre Protection

Publc Works - Streets and Sanitation

Health and Welfare

Recreation

Economc Development
Total Governmental Activities

Busmess-type Activities
Gas
Water
Sewer
Housing Assistance
Total Business-type Activities

General Revenues:
Taxes
Property Taxes
Sales Taxes
Franchise Taxes
Gammg
Other
Interest Income
Donated Caprtal Assets
Mscellaneous

On Behalf Payments - State Supplemental Pay for Police

Town of Kentwood
Statement of Activities

For the year ended December 31, 2012

Statement B

Program Revenues

Operating

Charges for Grants & Capital Grants

Expenses Services Contributions & Contnbutions

$ 567,140 184,047 - $ 12,971
464,159 11,318 - -
468,497 - 579,773 -
451,848 78,860 - -
6,594 - - _

17,282 - - 404,570
98,339 11,825 - -

$ 2073859 286,050 579773 $ 417,541
$ 446,905 462,068 - 3 -
394,064 459,483 - -
276,980 318,509 - -
310,329 299,845 - -
$ 1,428,278 1,539,905 - 3 -

Operatmg Transfers In (Out) to Town Funds

Capnal Transfers (Out) to Tangpahoa Pansh Fre Protection District Number Two

Gam on Sak of Assets

Total General Revenues and Transfers

Change in Net Position

Net Position - Beginning

Prior Peniod Adjustments (Note 24 )
Net Position - Beginning (Restated)

Net Position - Ending

The accompanying notes are an integral part of this statement
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Statement B

Net (Expenses) Revenues and
Changes of Primary Government

Net Business-
(Expenses) Governmental Type
Revenues Activities Activities Total
(370,122) (370,122) $ - s (370,122)
(452,841) (452,841) - (452,841)
111,276 111,276 - 111,276
(372,988) (372,988) - (372,988)
(6,594) (6,594) - (6,594)
387,288 387,288 - 387,288
{86,514) (86,514) - (86,514)
(790,495) (790,495) - (790,495)
15,163 - 15,163 15,163
65,419 - 65,419 65,419
41,529 - 41,529 41,529
(10,484) - (10,484) (10,484)
111,627 - 111,627 111,627
85,528 - 85,528
814,435 - 814,435
41,681 - 41,681
51,823 - 51,823
7.234 - 7,234
2,061 1,021 3,082
6,800 5,357 12,157
40,700 - 40,700
322,240 (322,240) -
(45,631) - (45,631)
98,306 - 98,306
1,425,177 (315,862) 1,109,315
634,682 (204,235) 430,447
3,828,234 3,185,374 7,013,608
(9,448) (5,544) (14,992)
3,818,786 3,179,830 6,998,616
4,453,468 % 2,975,595 $ 7,429,063
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Statement C

Town of Kentwood
Balance Sheet, Governmental Funds
As of December 31, 2012
Capital Capital Total
General  VolunteerFire  ProgctFund  ProjectFund ~ LHFA Special ~ Governmental
Fund Department for Park forLHFA  Revenue Fund Funds
Assets
Cash and Equvakents § 842228 § 1,102,387 § - - 3 160975 § 2,105,590
Investments - 232,820 - - - 232,820
Recemabks, Net. -
Intergovernmental 70,415 192478 380,955 - - 643,848
Ad Valorem Taxes 28,644 . - - - 28,644
Franchse Taxes 11,786 - - . . 11,786
Gamng 4,09 - - - - 4,709
Other - - -
Due From Other Funds 484,932 53 . 485,463
Prepad Insurance 31,399 19,509 . - 2,052 52,960
Total Assets § 1474113 § 1547725 § 380955 § - 163,027 § 3,565,820
Liabilities and Fund Balances
Labiltes
Accourts Payable § 48914 § 2116 § - 3 - § 51,090
Other Accrued Labiltes 74,445 18,344 54,038 1,800 148,627
Due to Other Funds 3424 48,525 326917 - 96,662 475,528
Total Lebiltes 126,843 68,985 380,955 - 98,462 675,245
Fund Bakances
Nonspendabk: 31,399 19,509 - - 2,052 52,960
Restrxted 325,540 . . . . 325,540
Assigned - 1,459,231 - - 62,513 1,521,744
Unassigned 990,331 - - - - 990,331
Total Fund Balances 1,347,210 1,478,740 - - 64,565 2,890,575
Total Labilities and Fund Balances § 1474,113 § 1541725 § 380955 § - 3 163,027 § 3,565,820

The accompanying notes are an integral part of this statement
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Statement D
Town of Kentwood

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Financial Statement of Net Position
As of December 31, 2012

Amounts reported for governmental activities i the Statement of Net Position are ddfferent
because

Fund Balances, Total Governmental Funds (Statement C) $ 2,890,575

Capttal assets used in governmental activities are not financial resources and are
therefore not reported m the governmental finds

Governmental capital assets net of depreciation 1,664,350

Long-term habilities for sick leave convertible to benefits upon retrement and the
unfinded post employment health msurance liability s not due and payable m the current
penod and, therefore, not reported m the governmental funds

Accrued Sk Leave Convertible to Retrement (87,926)
Unfunded Net Other Post Employment Benefits Obligation for Health Insurance (13,531)
Net Position of Governmental Activities (Statement A) 5 4,453 468

The accompanying notes are an integral part of this statement
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Revenues
Taxes
Licenses and Permits
Intergovernmentat
Charges for Services
Fmes and Forfetures
Sangaton Fees
Interest
Donatons
On Behalf Payments - Supplkemental Pay
Mscellaneous

Total Revepues

Expend:tures
General Government
Publc Safety
Polce
Fre
Publx Works
Health and Welfare
Recreaton
Economic Development
Capdal Outlays
Total Expenditures
Excess (Deficiency) of Revenues Over
(Under) (Expenditures)

Other Financing Sources (Uses)
Operatng Transfers In
Operatng Transfers (Out)
Proceeds from Insurance Settlement
Other Nonoperatmg Expendtures
Total Other Financing Sources (Uses)

Net Change m Fund Balances

Fund Balances, Beginning
Before Prior Perod Adjustments
Pror Penod Adjustments

Fund Balances, Begmnng
After Prior Perod Adjustments
Fund Balances, Ending

$

Town of Kentwood

Statement of Reveneues, Expenditures and
Changes o Fund Balances - Govemmental Funds
For the year ended December 31, 2012

Statement E

Yolunteer Capital Capital LHFA Special Total
Geperal Fire Project Fund  Project Fund Revenue Governmental
Fund Department for Park LHFA Fund Fonds
1,000,701 $ - 3 - - - 5 1,000,701
159,295 - - - - 159,295
21,130 571,524 404,570 - - 997,224
10,782 - - - 11,825 22,607
11,318 - - - - 11,318
78,860 - - - 78,860
1,623 385 - - 53 2,061
791 - - - - 791
40,700 - - - 40,700
19.979 90 - - - 20,069
1,345,179 571,999 404,570 - 11,878 2,333,626
571,224 - - - - 571,224
435,875 - - - - 435875
165,186 300,507 - - - 465,693
433,492 - - - - 433,492
6,594 - - - - 6,594
17,282 - - - - 17,282
- - - - 3.236 3,236
71,618 45,631 404,570 11,808 - 533,627
1,701,271 346,138 404,570 11,808 3,236 2,467,023
(356,092) 225861 - {11.808) 8.642 (133.397)
338,240 - - - 55923 394,163
(16,000) - - (55,923) - (71,923)
- - - 180,535 - 180,535
- - - (86,694) - (86,694)
322,240 - - 37,918 55,923 416,081
(33.852) 225,861 - 26,110 64,565 282,684
1,390,570 1,252.879 - (26,110) - 2,617,339
{9,448) - - - - (9,448)
1,381,122 1,252,879 - {26,110) - 2,607,891
1,347270 § 1478740 % - - 64,565 $ 2,890,575

The accompanying notes are an ntegral part of this statement
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Statement F
Town of Kentwood
Reconciliation of the Statement of Revenues, Expenditures,
and Changes 1n Fund Balances of Govemmental Funds
to the Statement of Activities
For the year ended December 31, 2012

Amounts reported for governmental actvities m the Statement of Activities are different
because

Net Change in Fund Balances, Total Governmental Funds, Statement E $ 282,684

Govemnmental funds report capttal outlays as expenditures However, m the statement of
activities the cost of these assets are allocated over therr estrmated useful lives and reported
as deprecation expense  This 1s the amount by which capital outlays exceeded
depreciation m the current period

Expenditures for captal assets $ 533,627
Donated capal assets -
Less
Assets destroyed (82,458)
Decrease m accumulated depreciation 229
Transfer of caprtal asset addiwons to Tangpahoa Fre Dstrict Number 2 (45,631)
Current year depreciation (82,726) 323,041

Compensated Absences payable after one year are not recorded as an expenditure m the
governmental finds, but they are recorded as an expenditure m the statement of activities
(Ths entry records the change m compensated absences)

34,34
Increases m unfinded post-employment benefit obhgations for medical msurance expected
m future periods are not recorded for governmental finds on the fimd basis (5,384)
Change in Net Position of Governmental Activities, Statement B $ 634,682

The accompanying notes are an integral part of this statement
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Statement G
Town of Kentwood
Statement of Net Position - Propnetary Funds

As of December 31, 2012
Housmg Total
Assistance Enterpnse
Utihity Fund Fund Funds
Assets
Current Assets
Cash and Cash Equivalents 3 482008 $ 13,504 § 495,512
Recemvabks, Net 155,578 - 155,578
Due From State 182 - 182
Due From Other Funds - 2,893 2,893
Total Current Assets 637,768 16,397 654,165
Restricted Assets
Restricted Cash and Cash Equnalents 244,784 35,815 280,599
Total Restricted Assets 244,784 35,815 280,599
Property, Plant, and Equpment
Land 21,100 - 21,100
Property, Plant and Equipment, Net 2,960,204 - 2,960,204
Total Property, Plant, and Equipment 2,981,304 - 2,981,304
Total Assets 3,863,856 52,212 3,916,068
Liabilities
Current Labiles (Payable From Current Assets)
Accounts Payable 59,402 - 59,402
Other Accrued Payables 27,353 - 27,353
Due To Other Funds 8,000 - 8,000
Total Current Labilties (Payable From Current Assets) 94,755 - 94,755
Current Liabilnes (Payable From Restrcted Assets)
Customer Deposts 129,878 - 129,878
Revenue Bonds Payabk 20,789 - 20,789
Other Accrued Payables - 26 26
Due To Other Funds - 4,828 4,828
Total Current Labilties (Payable From Restrcted Assets) 150,667 4,854 155,521
Long Term Labiltes
Bonds Payable 636,464 - 636,464
Other Post Empbyment Benefit Obligation 4,780 - 4,780
Accrued Sxck Leave Convertible to Retrrement 48,953 - 48,953
Total Long Term Labites 690,197 - 690,197
Total Liabilities 935,619 4,854 940,473
Net Position
Net Investment m Caprtal Assets 2,324,051 - 2,324,051
Restricted for -
Captal Projects and Debt Service 114,906 - 114,906
Housmg Activities - 35,815 35,815
Unrestricted 489,280 11,543 500,823
Total Net Position $ 2928237 §$ 47358 $ 2,975,595

The accompanymg notes are an mtegral part of thss statement
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Town of Kentwood
Statement of Revenues, Expenses and
Changes i Net Position - Propnetary Funds
For the year ended December 31, 2012

Statement H

Water Sewer Housing Total
Gas Utlity Unlty Unlity Assistance Enterpnse
System System System Unhity Fund Fund Funds
Operating Revenues
Gas Sales $ 450831 % - 3 - § 450831 $ - $ 450831
Less Cost of Gas Sold (176.614) - . (176.614) - (176.614)
Gross Proft on Gas Sales 214217 - - 274,217 274211
Water Sales - 449,670 - 449,670 449,670
Sewer Service Charges - - 312312 312312 - 312,312
HUD Contributions - - - - 299,845 299,845
Other 11,237 9.813 6,197 27,247 5357 32,604
Total Operating Revenues 285,454 459483 318,509 1.063.446 305,202 1,368,648
Operating Expenses
Bad Debis 2,980 2,980 2,919 8.939 - 8939
Cathodic Protection 5,733 - - 5,733 - 5,733
Depreciation 9,627 73,122 152,645 235,394 - 235,394
Employee Benefits 56,590 28.062 10,384 95,036 11,040 106,076
Housmg and Utilty Assistance - - - - 262,822 262,822
Insurance - Workers Compensation 5,663 3,216 694 9573 161 9,734
Other 18,055 9,781 5,778 33,614 6,575 40.189
Professional Fees 16,371 17,173 4,686 38,230 - 38,230
Repars and Mamtenance 4728 24,516 22,647 51,891 - 51,891
Salares and Wages 137,196 63,650 16,911 217,757 29.731 247488
Supphes 13,348 26,498 2,707 42,553 - 42,553
Utiltes - 45,159 24,229 69,388 - 69,388
Water Treaterment - 99.907 - 99,907 - 99.907
Total Operating Expenses 270,291 394,064 243,660 908.015 310,329 1,218,344
Operating Income (Loss) 15,163 65419 74,849 155431 {5.127) 150,304
Nonoperating Revenues (Expenses)
Interest Income 581 193 247 1,021 - 1,021
Interest Expense - - (33,320) (33,320) - {33,320)
Total Nonoperating Revenues
{Expenses) 581 193 (33.073) (32.299) - (32,299)
Income (Loss) Before Contnbutions and
Transfers 15,744 65,612 41,776 123,132 (5.127 118.005
Contnbutions and Transfers
Capual Contributions - - - - -
Operatmg Transfers In - - - - 16,000 16,000
Operatng Transers Out - (338,240) - (338.240) - {338,240)
Change in Net Position 15,744 (272,628) 41,776 (215,108) 10,873 (204,235)
Total Net Position, Beginmng 3.143,345 42,029 3,185,374
Pror Period Adjustment (Note 24) - (5,544) (5.544)
Total Adjusted Net Assets, Beginming 3.143.345 36.485 3,179.830
Total Net Position, Ending $ 2928237 § 47358 $ 2.975.595

The accompanying notes are an ntegral part of this statement
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Statement |

Town of Kentwood
Statement of Cash Flows
Propnetary Funds
For the year ended December 31,2012
Housing Total
Assistance Enterpnse
Utihty Fund Fund Funds
Cash Flows From Operating Activities
Recerved From Customers $ 1,230,990 § - 3 1,236,990
Recenved From the Department of Housmg and Urban Development - 299,845 299,845
Recerved for Meter Depostt Fees 6,568 - 6,568
Other Recerpts 45911 5,357 51,268
Recerved for (Payments for) Interfind Services 250 156 406
Payments for Operations (536,654) (269,532) (806,186)
Payments to Employees (307,004) (40,771) (347,775)
Net Cash Provided (Used) by Operatmng Actvites 440,061 (4.945) 435,116
Cash Flows From Noncapital Financing Activities
Teansfers From (To) Other Funds (338.240) 16,000 (322,240)
Net Cash Provided (Used) by Noncapttal Fmancmg Actvites (338,240) 16,000 (322,240)
Cash Flows From Capital and Related Financing Activities
(Payments for) Capttal Acqustions (46,258) - (46,258)
Prmcpal Proceeds from (Repayments for) Long Term Debt (19,779) - (19,779)
Interest Payments for Long Term Debt (33.400) - (33,401)
Net Cash Provided (Used) by Capttal and Related Fmancmg Activites (99,438) - (99,438)
Cash Flows From Investing Activities
Recempt of Interest 1,021 - 1,021
Net Cash Provided {Used) by Investmg Actvities 1,021 - 1,021
Net Cash Increase (Decrease) in Cash and Cash Equivalents 3,404 11,055 14,459
Cash and Cash Equivalents, Beginning of Year 723,388 318,264 761,652
Cash and Cash Equivalents, End of Year 5 726,792 § 49319 $ 776,111
Reconcihation of Cash and Cash Equivalents to the Statement of Net
Position:
Cash and Cash Equivakents, Unrestricted $ 482,008 § 13,504 § 495,512
Cash and Cash Equivalents, Restricted 244,784 35,815 280,599
Total Cash and Cash Equivalents $ 726,792 $ 49,319 § 776,111
(Contmued)

The accompanying notes are an integral part of this statement
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Statement |

Town of Kentwood
Statement of Cash Flows
Proprietary Funds
For the year ended December 31,2012
Housing Total
Assistance Enterprise
Utility Fund Fund Funds
Reconciiation of Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities

Operatmg [ncome (Loss) $ 155431 § 6,127 § 150,304

Adjustments to Reconcile Operatmg Income (Loss) to Net Cash Provided

by Operatmg Actvites
Deprecaton 235,394 - 235,394
(Increase) decrease m Accounts Recevable 18,177 - 18,177
(Increase) decrease m Unbilied Recervable 18,664 - 18,664
(Increase) decrease m Invertory - . -
(Increase) decrease m Due (to) and from Other Funds 250 156 406
Increase (decrease) m Accounts Payable (4,845) . (4,845)
Increase (Decrease) m Compensated Absences 537 - 537
Increase (decrease) m Accrued Expenses 9,885 26 9,911
Increase (decrease) m Customer Depostts 6,568 - 6,568

Net Cash Provided (Used) by Operatmg Actvites $ 440,061 §$ (4,945) $ 435,116

{Concluded)

The accompanying notes are an integral part of this statement
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Town of Kentwood
Notes to the Financial Statements
As of and for the Year Ended December 31, 2012

Introduction

The Town of Kentwood, Louisiana was incorporated in March of 1893 under the provisions of the
Lawrason Act The Town operates under a Mayor/Board of Aldermen form of government, with the
Mayor and each of five aldermen elected at large for four-year terms The Mayor and Aldermen are
compensated per diem for each meeting attended, 1n addition, the Mayor receives a salary Kentwood 1s
located directly off Interstate 1-55 in the northern section of Tangtpahoa Parish The Town’s total
population 1s 2,198 as reported by the U S Census Bureau, Census 2010 The Town provides police and
fire protection, services to maintain and develop streets, drainage, and sanitation, support of recreation
activities, general and admunistrative services, and utilities services for area residents The Town
provides water, gas, and sewer utility services to 992 water customers, 463 gas customers, and 854 sewer
customers inside and outside of the Town limits The Town employs 24 full-time employees in addition
to the Mayor and Board of Aldermen and several part-time employees

Governmental Accounting Standards Board (GASB) Statement No 14, The Reporting Entity, established
criteria for determining the governmental reporting entity and component units that should be included
within the reporting entity  Under provisions of this statement, the Town is considered a pnmary
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 and local governments As used in GASB
Statement No 14, fiscally independent means that the Town may, without the approval or consent of
another governmental entity, determine or modify 1ts own budget, levy its own taxes or set rates or
charges, and 1ssue bonded debt There are no component units which the Town of Kentwood has an
oversight relationship

1. Summary of Significant Accounting Policies
A. Government-Wide and Fund Financial Statements

The government-wide financial statements (1 e , the statement of nets assets and the statement of changes
in net position) report information on all nonfiduciary activities of the primary government and its
component units For the most part, the effect of interfund activity has been removed from these
statements Governmental activities, which normally are supporied by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support Likewise, the primary government 1s reported separately from certain legally
separate component units for which the primary government 1s financially accountable

These financial statements are presented 1n accordance with GASB Statement No 34, Basic Financial
Statements, Management’s Discussion and Analysis, for State and Local Governments Statement No 34
established standards for financial reporting, with presentation requirements originally including a
statement of net assets (or balance sheet), a statement of activities, and a statement of cash flows The
defimtion and composition of these statements, as originally defined in GASB Statement No 34, are as
amended by GASB Statements included in the following paragraphs The Town has also adopted the
provisions of GASB Statement No 33, Accounting and Financial Reporting for Nonexchange
Transactions that require capital contributions to the Town to be presented as a change in net position,

GASB Statement No 63, Financial Reporting of Deferred Ouiflows of Resources, Deferred Inflows of
Resources, and Net Position, effective for financial statement periods ending after December 15, 2012,
provides guidance for reporting deferred outflows of resources, deferred inflows of resources, and net
position 1n a statement of financial position and related disclosures Concepts Statement No 4, Elements
of Financial Statements, mtroduced and defined Deferred Outflows of Resources as a consumption of net
assets by the government that 1s applicable to a future reporting period, and Deferred Inflows of
Resources as an acquisition of net assets by the government that 1s applicable to a future reporting period,
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Town of Kentwood
Notes to the Financial Statements
As of and for the Year Ended December 31, 2012

respectively Previous financial reporting standards do not include guidance for reporting those financial
statement elements, which are distinct from assets and lhabtlities GASB Concepts Statement 4 1dentifies
net position as the residual of alt other elements presented in a statement of financial posttion This
Statement amends the net asset reporting requirements in Statement No 34, Basic Financial Statements—
and Management's Discussion and Analysis—for State and Local Governments, and other
pronouncements by incorporating deferred outflows of resources and deferred inflows of resources nto
the defimtions of the required components of the residual measure and by renaming that measure as net
position, rather than net assets The defimtion and reporting of net position 1s further described in
Footnote 1 J— Net Position and Fund Equity As required by the Governmental Accounting Standards
Board (GASB), the Town implemented GASB Statement No 63 duning the year ending December 31,
2012, however, the Town did not have any deferred outflows or deferred mflows of resources at
December 31, 2012

The Town has also adopted GASB Statement No 65, Items Previously Reported as Assets and Liabihties
This Statement establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously reported as
assets and habilities and recogmzes, as outflows of resources or inflows of resources, ceriamn items that
were previously reported as assets and liabilittes The application of this standard to long-term debt
offerings of the Town 1s more fully described 1n Footnote! I — Long-Term Obligations

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues Direct expenses are those that are clearly 1dentifiable with a
specific function or segment Program revenues include 1) charges to customers or applicants who
purchase, use or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment Taxes and other stems not properly included among
program revenues are reported instead as general revenues

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

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund financial statements Revenues are
recorded when eamed and expenses are recorded when a liability 15 incurred, regardless of the timing of
related cash flows Property taxes are recognized as revenues in the year for which they are levied
Grants and sumilar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basts of accounting Revenues are recogmzed as soon as they are both
measurable and available Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay hiabilities of the current period For this purpose, the
government considers revenues to be available 1f they are collected within sixty days of the end of the
current fiscal pertod Expenditures generally are recorded when a hiability 1s incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment 1s due

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recogmzed as revenues of the current fiscal
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period Only the portion of special assessment receivable, 1f any, due within the current fiscal penod 1s
considered to be susceptible to accrual as revenue of the current period All other revenue items are
considered to be measurable and available only when cash 1s received by the government

The Town reports the following governmental funds

The General Fund 1s the Town’s primary operating fund It accounts for all financial resources
of the general government, except those required to be accounted for in another fund

The Special Revenue Funds account for the proceeds of specific revenue sources that are
restricted or committed to expenditures for specific purposes, other than debt service or capital
projects For the year ending December 12, 2012, the Town reported the following special
revenue funds (1) Kentwood Fire Depariment Fund (Major Fund) - account for
intergovernmental revenue sources restnicted by the fire protection (2) LHFA Fund (Non-major
Fund) - account for federal program grant and federal program income restricted by the grantor to
program approved expenditures This was the Town’s only non-major fund for 2012

The Capital Projects Funds account for and report financial resources that are restncted,
committed, or assigned to expenditures for capital outlays including the acquisition or
construction of capital facilities and other capital assets For the year ending December 12, 2012,
the Town reported the following capital projects funds (1) Park Project Fund (Major Fund) -
account for the recreational park construction project (2) LHFA Fund (Major Fund) - account for
the LHFA construction project (completed in the current year)

The Town reports the following proprietary funds

The Enterprise Funds account for operations (a) that are financed and operated in a manner
similar to private business enterprise where the intent of the governing body 1s that costs
(expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user fees, or (b) where the governing
body has decided that peniodic determination of revenues earned, expenses incurred, and/or net
income 1s appropriate for capital maintenance, public policy, management control, accountability,
or other purposes For the year ending December, the Town’s Enterprise Funds were the Utility
Fund and the Housing Assistance Fund, both Major Funds

Private-sector standards of accounting and financial reporting 1ssued prior to December 1, 1989, generally
are followed 1n both the government-wide and proprietary fund financial statements to the extent that
those standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board Governments also have the option of following subsequent private-sector gwdance for their
business-type activities and enterprise funds, subject to this same hmitation The government has elected
not to follow subsequent private-sector guidance

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements Exceptions to this general rule, if applicable, are payments-in-lieu of taxes and other charges
between the government’s enterpnse operations Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions,
including special assessments Internally dedicated resources are reported as general revenues rather than
as program revenues Likewise, general revenues include all taxes
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Proprietary funds distinguish operating revenues and expenses from non-operating items Operating
revenues and expenses generally result from providing services and producing and delivering goods n
connection with a proprietary fund’s principal ongoing operations The principal operating revenues of
the proprietary funds are user charges for the services provided by the enterprise funds Operating
expenses for enterprise funds and internal service funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses

When both restricted and unrestricted resources are available for use, 1t 1s the Town’s policy to use
restnicted resources first, then unrestricted resources as they are needed

When restrnicted, committed, assigned, or unassigned fund balances are available, the Town considers
amounts to have been spent first out of restricted funds, then commutted funds, then assigned funds, and
finally unassigned funds as needed, unless it has been provided for otherwise in the restriction,
commitment, or assignment actions

C. Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, time deposits,
and short-term investments with original maturities of three months or less from the date of acquisition
State law and the Town’s investment policy allow the Town to invest in collateralized certificates of
deposit, government-backed secunties, commercial paper, the state-sponsored investment pool, and
mutual funds consisting solely of government-backed securities

Investments for the Town are reported at fair market value The state investment pool, LAMP, operates
in accordance with state laws and regulations The reported value of the pool 1s the same as the fair value
of the pool shares

D. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either “due to/from other funds” (1¢, the current portion of interfund
loans) or “advances to/from other funds” (1e, the non-current portion of interfund loans). All other
outstanding balances between funds are reported as “due to/from other funds ™ Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances ”

Advances between funds, as reported m the fund financial statements, are offset by a fund balance reserve
account 1n applicable governmental funds to ind:cate that they are not available for appropniation and are
not expendable available financial resources

All trade and property tax receivables are shown net of an allowance for uncollectible amounts Property
taxes are levied on a calendar year basis and become due on January 1 of each year The following 1s a
summary of authorized and levied ad valorem taxes

Authorized Levied Expiration
Millage Millage Date
General Corporate Purposes 6 40 mlls 640 mulls None
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Sales and use taxes are levied at two percent. The proceeds of these sales and use taxes are dedicated as
follows

One percent sales and use tax dedicated to general corporate purposes This tax does not expire

One percent sales and use tax to be dedicated and used for not to exceed fifty percent of the proceeds for
the constructing, acquiring, improving, mamtaining, and operating solid waste collection and disposal
facilities, the remainder of the proceeds for the purpose of paying police officers and other Town
employees’ salaries and other general operating costs of the Town, constructing and acquiring additsons,
extenstons, and improvements to the sewerage collection, disposal, and treatment plant and system, the
waterworks plant and system, and the natural gas system, constructing, paving, resurfacing, and
improving streets, sidewalks, roads, bridges, alleys, drains, and drainage canals, and acquinng necessary
equipment for the maintenance thereof, acquiring fire protection and public safety equipment and
facilities, and constructing or improving public buildings, jails, public parks and recreation facilities,
including the necessary equipment and furnishings therefore This tax expires on June 30, 2023

E. Inventories and Prepaid Items

All inventories are valued at cost using the first-in/first-out method. Inventories of the governmental
funds are recorded as expenditures when consumed rather than when purchased Certain payments to
vendors reflect costs applicable to future accounting perieds and are recorded as prepaid items in both
government-wide and fund financial statements

F. Restricted Assets

Certain proceeds of the enterprise fund revenue bonds, as well as certain resources set aside for their
repayment, are classified as restricted assets because their use 1s imited by applicable bond covenants

G. Capital Assets

Caputal assets, which include property, plant, equipment, and infrastructure assets (e g, roads, bridges,
sidewalks, and similar items), are reported 1n the applicable governmental or business-type activities
columns in the government-wide financial statements Capital assets are capitalized at historical cost or
estimated cost 1f historical cost 1s not available Donated assets are recorded as capital assets at their
estimated fair market value at the date of donation The municipality maintains a threshold level of $500
or more for capitalizing capital assets

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized

Major outlays for capital assets and improvements are capitalized as projects are constructed Interest
incurred during the construction phase of capital assets of business-type activities 1s included as part of
the capitalized value of the assets constructed For the current fiscal year, the Town did not incur
construction period interest costs
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All capital assets, other than land, are depreciated using the straight-line method over the following useful
hves

Description Estimated Lives

Buildings & Improvements 20 - 40 Years
Vehicles and Equipment 5-15 Years
Infrastructure 10 - 40 Years
Gas System 10 - 40 Years
Water System 10 - 40 Years
Sewer System 7-40 Years

H. Compensated Absences

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

All regular employees, after one year of employment, are entitled to annual vacation and sick leave as
follows

Years of Service

Oto !l 1+ 6+
Vacation Leave - Days Earned per Year 5 10 15
Sk Leave - Days Earned per Year 12 12 2
17 22 27

Office (administrative) personnel are altlowed to accumulate 210 hours of vacation leave, all other
employees working eight hours per day are allowed to accumulate 240 hours of vacation leave There 1s
no limit on the accumulation of sick leave A long term payable for sick leave convertible to retirement 1s
accrued on the government wide level

When workmen's compensation 1s due an employee, that employee has the option of using accrued
annual vacation and sick leave while drawing workmen’s compensation, but must remit to the Town all
workmen’s compensation benefits received A law officer disabled while performing duty of a hazardous
nature may be granted a leave of absence by the Town with full pay during the period of disability
provided all workmen’s compensation benefits are remitted to the Town

L Long-Term Obligations

In the government-wide financial statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as habilities 1n the applicable
governmental activities, business-type activities, or proprietary fund type statement of net position. Bond
premiums and discounts, as well as tssuance costs, were previously deferred and amortized over the life
of the bonds using the effective interest method Bonds payable were reported net of the applicable bond
premium or discount Bond 1ssuance costs are reported as deferred charges and amortized over the term of
the related debt

The Town has implemented GASB Statement No 65, Items Previously Reported as Assets and
Liabilities, and with the implementation of GASB 65, the recognition of bond-related costs, including the
costs related to 1ssuance and refunding of debt, are revised This standard was intended to comphment
GASB Statement No 63 Financial Reporting of Deferred Ouiflows of Resources, Deferred Inflows of
Resources, and Net Position
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In the fund financial statements, governmental fund types recognize bond premiums and discounts as well
as bond 1ssuance costs duning the current period The face amount of the debt 1ssued 1s reported as other
financing sources Premiums received on debt 1ssuances are reported as other financing sources while
discounts on debt 1ssuances are reported as other financing uses Issuance costs, whether or not withheld
from the actual debt proceeds received, are now expended in the period occurred under GASB 65 While
the Town implemented GASB Statement No 65, the Town did not have any bond related costs in the
year ending December 31, 2012

J. Net Position and Fund Equity

GASB Statement No 34, Basic Financial Statements, Management's Discussion and Analysis, for State
and Local Governments, required reclassification of net assets into three separate components GASB
Statement No 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position, revised the terminology by incorporating deferred outflows of resources and
deferred inflows of resources into the definitions of the required components of the residual measure and
by renaming that measure as net position, rather than net assets GASB Statement No 63 requires the
following components of net position

e Net Investment in Capital Assets Component of Net Position - The net investment in capital assets
component of net position consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets Deferred outflows of resources and
deferred inflows of resources that are attributable to the acquisition, construction, or 1improvement of
those assets or related debt also should be included in this component of net position If there are
sigmficant unspent related debt proceeds or deferred inflows of resources at the end of the reporting
period, the portion of the debt or deferred inflows of resources attributable to the unspent amount
should not be included n the calculation of net investment in capital assets Instead, that portion of
the debt or deferred inflows of resources should be included in the same net position component
(restricted or unrestricted) as the unspent amount

o Restricted Component of Net Position - The restricted component of net position consists of
restricted assets reduced by lLabilities and deferred inflows of resources related to those assets
Generally, a hability relates to restricted assets if the asset results from a resource flow that also
results 1n the recognition of a hability or if the liability will be hquidated with the restricted assets
reported

e Unrestricted Component of Net Position - The unrestricted component of net position 1s the net
amount of the assets, deferred outflows of resources, habilities, and deferred inflows of resources that
are not included in the determination of net investment 1n capital assets or the restricted component of
net position

In the fund statements, governmental fund equity 1s classified as fund balance The Town adopted GASB
54 for the year ended December 31, 2011 As such, fund balances of governmental funds are classified as
follows

e Nonspendable - These are amounts that cannot be spent either, because they are 1n a nonspendable
form or because they are legally or contractually required to be maintained intact

¢ Restricted - These are amounts that can be spent only for specific purposes, because of constitutional
provisions, enabling legislation or constraints that are externally imposed by creditors, grantors,
contributors, or the laws or regulations of other governments
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e Committed - These are amounts that can be used only for specific purposes determined by a formal
deciston of the Board of Aldermen, which 1s the highest level of decision making authorty for the
Town

e Assigned - These are amounts that do not meet the criteria to be classified as restricted or commutted,
but are intended to be used for specific purposes based on the discretion of the Board.

o Unassigned - These are all other spendable amounts This also includes expenditure amounts
incurred for specific purposes which exceed the amounts restricted, committed or assigned to those
purposes

K. Comparative Data/Reclassifications

Certain amounts presented n the prior year data have been reclassified in order to be consistent with the
current year’s presentation

L. Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in
occurrence Special 1tems are transactions or events within the control of the mumicipality, which are
erther unusual 1n nature or infrequent in occurrence

M. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America require management to make estimates and assumptions that affect the reported
amount of assets and labilities and disclosure of contingent assets and habilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reported period
Actual results could differ from those estimates

N. Reconciliations of Government-Wide and Fund Financial Statements

Explanation of certain differences between the governmental fund balance sheet and the government-wide
statement of net position 1s presented in Statement D of the basic financial statements Explanation of
certain differences between the governmental fund statement of revenues, expenses, and changes in fund
balances and the government-wide statement of activities 15 presented in Statement F of the basic
financial statements

2. Stewardship, Compliance and Accountability

The Town uses the following budget practices

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

2 A summary of the proposed budget 1s published and the public notified that the proposed budget
15 available for public inspection At the same time, a public hearing 1s called

3 A public hearing 1s held on the proposed budget at least ten days after publication of the call for
the hearing
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4  After the holding of the public hearing and completion of all action necessary to finahze and
implement the budget, the budget 1s adopted through passage of an ordinance prior to the
commencement of the fiscal year for which the budget 1s being adopted

5 Budgetary amendments invoiving the transfer of funds from one department, program or function
to another or involving the increase in expenditures resulting from revenues exceeding amounts
estimated require the approval of the Board of Aldermen

6 All budgetary appropniations lapse at the end of each fiscal year

7 Budgets for the general and enterprise funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP) Budgets for enterprise funds are presented on the
accrual basis of accounting Other governmental funds are presented on the modified accrual
basis of accounting  Accordingly, the budgetary comparison schedules present actual
expenditures 1n accordance with the accounting principles generally accepted in the United States
on a basis consistent with the legally adopted budgets as amended All budgetary amounts
presented reflect the original budget and the amended budget (which have been adjusted for
legally authorized revisions of the annual budget during the year).

The General Fund had an unfavorable revenue variance in excess of five percent due to the Park Project
grant budgeted at $654,854 1n the general fund, but accounted and received 1n a separate capital projects
fund The corresponding capital expenditures are also not in the general fund There were no other budget
variances that would result in unfavorable vanances 1n violation of the Local Government Budget Act, for
the fiscal year ended December 31, 2012

3. Cash and Cash Equivalents

At December 31, 2012, the Town has cash and cash equivalents (book balances) as follows

December 31,
2012

Cash on Hand $ 459
Demand Deposits 1,515,189
Tune Depostts -
Lousiana Asset Management Pool (LAMP) 1,366,053
Total Cash and Cash Equivalents 2,881,701
Certificates of Deposits held m Investments (See Note 4) 232,820
Total Depostts $ 3,114,521

These deposits are stated at cost, which approximates market Under state law, these deposits (or the
resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned
by the fiscal agent bank The market value of the pledged securities plus the federal deposit insurance
must at all times equal the amount on deposit with the fiscal agent These securities are held in the name
of the pledging fiscal agent bank in a holding or custedial bank that 1s mutually acceptable to both parties

Custodial credit nisk as it relates to cash deposits 1s the risk that in the event of a bank failure, the
government’s deposits may not be returned At December 31, 2012, the Town has $2,031,311 in deposits
other than LAMP (collected bank balances), consisting of $1,798,491 in demand deposits and $232,820
in certificates of deposits held as investments The demand deposits consist of $694,768 in demand
deposits held in the name of the Town of Kentwood and $1,103,723 1n demand deposits held 1n the name
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of the Kentwood Volunteer Fire Department The demand deposits of $694,768 are secured from risk by
federal deposit insurance of $250,000 and the remaiming $444,768 1s exposed to custodial credit nask
because while the amount 1s secured, such securities are held by the custodial bank in the name of the
fiscal agent bank (GASB Category 3) The $1,103,723 in demand deposits and 232,820 1n certificates of
depostt are secured from risk by federal deposit insurance of $250,000 and the remaining $1,086,543 1s
exposed to custodial credit nsk because while the amount 1s secured, such securities are held by the
custodial bank 1n the name of the fiscal agent bank (GASB Category 3)

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of
GASB Statement 3, Louisiana Revised Statute 39 1229 imposes a statutory requirement on the custodial
bank to advertise and sell the pledged securities within ten days of being notified by the municipality that
the fiscal agent has failed to pay deposited funds upon demand

LAMP 1s designed to be highly liquid to give its participants immediate access to their account balances
The Town records 1ts LAMP deposits within cash and cash equivalents

4. Investments
Investments are categorized into these three categories of credit risk
1 Insured or registered, or securities held by the town or its agent 1n the Town’s name

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

3 Uninsured and unregistered, with securities held by the counterparty, or by its trust
department or agent but not 1n the Town's name

In accordance with GASB Codification Section 150 165, the assets held 1n the Lowsiana Asset
Management Pool (LAMP), an external investment pool, are not categorized in the three nsk categories
provided by GASB Codification Section 150 164, because the investment 1s in the pool of funds and
therefore not evidenced by securities that exist in physical or book entry form The investment in LAMP
1s stated at the value of the pool shares, which 1s the same as the fair value, and has been categorized as
cash equivalents LAMP 1s admimstered by LAMP, Inc a non-prefit corporation organized under the
laws of the State of Louisiana, which was formed by an imtiative of the State Treasurer in 1993 The
Corporation 1s governed by a board of directors comprised of the State treasurer, representatives from
various organizations of local government, the Government Finance Office Association of Louisiana, and
the Society of Lowsiana CPAs Only tocal government entities having contracted to participate in LAMP
have an investment interest in 1its pool of assets The primary objective of LAMP 1s to provide a safe
environment for the placement of public funds in short-term, high-quality investments The LAMP
portfolio includes only securities and other obligations 1n which local governments in Louisiana are
authorized to invest

LAMP 1s subject to the regulator oversight of the State Treasurer and the Board of Directors LAMP 1s
not registered with the SEC as an investment company

While LAMP 1s not required to be a registered investment company under the Investment Company Act
of 1940, its investment policies are similar to those established by Rule 2a7, which governs registered
money market funds The primary objective of LAMP i1s to provade a safe environment for the placement
of public funds n short-term, high quality investments The LAMP portfolio includes only secunties and
other obligations 1n which local governments in Louisiana are authornized to invest in accordance with
LSA-R S 33 2955
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GASB 40, Depostt and Investment Risk Disclosure, requires disclosure 1f credit nisk, custodial credit
nisk, concentration of credit risk interest risk, and foreign currency risk for all public entity investments

LAMP 1s a 2a7 - like investment pool The following facts are relevant for 2a7 like investment pools

1 Creditrisk LAMP s rated AAAm by Standard and Poor’s

2 Custodial credit nsk LAMP participants’ investments in the pool are evidenced by shares of
the pool Investments in pools should be disclosed, but not categonzed because they are not
evidenced by securities that exist in physical or book-entry form The public entity’s
investment pool, not the securities that make up the pool, therefore no disclosure 1s required

3 Concentration of credit nsk Pooled investments are excluded from the five percent
disclosure requirement

4 Interest rate nsk 2a7-hke investment pools are excluded from this disclosure requirement per
paragraph 15 of the GASB 40 statement However, LAMP prepares its own interest rate risk
disclosure using the weighted average maturity (WAM) method The WAM of LAMP assets
1s restricted to not more than 60 days, and consists of no securities with a maturity n excess
of 397 days The WAM for LAMP’s total investments, as provided by LAMP, 1s 51 days as
of December 31, 2012

5 Foreign currency nsk Not applicable to 2a7-like pools

The investments in LAMP are stated at fair value based on quoted market rates The fair value 1s
determined on a weekly basis by LAMP and the value of the position 1n the external investment pool 1s
the same as the net asset value of the pool shares LAMP 1s designed to be highly hquid to give its
participants immediate access to their account balances and as such, it recorded within cash and cash
equivalents by the Town

LAMP, Inc 1s subject to the regulatory oversight of the state treasurer and the board of directors LAMP
1s not registered with SEC as an investment company LAMP, Inc, 1ssues an annual publicly available
financial report that includes financial statements and required supplementary information for LAMP, Inc
That report may be obtained by wrnting to LAMP, Inc, 228 St Charles Avenue, Suite 1123, New
Orleans, Lowsiana 70130, or by calling (800) 249-5267

The only investments held by the Town at December 31, 2012 are the certificates of deposit listed 1n Note
3 at December 31, 2012 [In accordance with GASB 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, all investments, when held, are carried at fair market
value, with the estimated fair market value based on quoted market prices J/nterest Rate Risk The Town
does not have a formal investment policy that limits investment maturities as a means of managing its
exposure to fatr value arising from increasing interest rates

5. Receivables

In the government-wide statements, receivables consist of all revenues earned at year-end and not yet
recerved Allowances for uncollectible accounts are based upon historical trends and the period aging and
write-off of accounts receivable Major receivables balances for the governmental activities include sales
taxes and franchise taxes Business-type activities report utilities earnings as their major receivable

There are no differences between the external governmental fund financial statements recetvables and the
government wide financial statements at December 31, 2012 Non-exchange transactions collectible but
not available are deferred in the fund financial statements 1n accordance with modified accrual, but not
deferred in the government-wide financial statements in accordance with the accrual basis Interest and
investment earnings are recorded only 1f paid within 60 days since they would be considered both
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measurable and available Proprietary fund revenues consist of all revenues earned at year-end and not
yet received  Utlity accounts receivable comprise the majonty of proprietary fund receivables
Allowances for uncollectible accounts receivable are based upon histonical trends and the peniodic aging
and write-off of accounts receivable

The Governmental Fund recevables at December 31, 2012 consist of the followmg

Volunteer Capital Capital Total
General Fire ProjctFund  Project Fund  Governmental
Govemment Receivables Fund Department for Park for LHFA Funds
Taxes
Ad Valorem $ 28644 § - 8 - 3 - 8 28,644
Public Utilty Franchse 11,786 - - - 11,786
Gammg 4709 - - 4,709
Intergovernmental
Tangpahoa Parsh School Board, Sales Tax 68892 - - - 68,892
State of Loussiana, Beer Tax 1,523 - - - 1,523
State of Lousiana, Forestry Grant - JAl4 - - 3414
State of Loussiana, Loussiana Housmg - -
Fmance Agency . . .
State of Lousiana, Park Progect - - 380,955 - 380955
Tangmpahoa Parsh Council - 189,064 - - 189,064
Total Govermment Recervables $ 11555¢ § 192478 § 380955 $ - § 688,987

The Enterprse Fund accounts recevable at December 31, 2012

consssts of the followmg Year Ended
December

Accounts Recevable 31,2012
Current $ 135,592
31 - 60 Days 4710
61 - 90 Days 1,993
Over 90 Days 4,659
Subtotal 146,954
Less Allowance for Bad Debt 8,715
Accounts Recewvables, Net 138,239
Accrued Billngs 17,339
Total Accounts Recervable 5 155,578
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6. Interfund Receivables/Payables

The following 1s a detailed list of interfund balances reported n the fund financial statements on
December 31, 2012

Due From Due To
Interfund Balances Other Funds Other Funds
General Fund
Volunteer Fire Department $ 48525 $ 531
Park 326,917 -
Louisiana Housmg Fmance Authority (LHFA) 96,662 -
Utiity Fund 8,000 -
Housmg Assistance Fund 4,828 2,893
Special Revenue Fund
Volunteer Fire Department
General Fund 531 48,525
Capital Projects Funds
Park
General Fund - 326,917
Louisiana Housmg Fmance Authority (LHFA)
General Fund - 96,662
Proprietary Funds
Utility Fund
General Fund - 8,000
Housmg Assistance Fund
General Fund 2,893 4,828
Total Interfund Balances 3 488356 $ 488,356

The reason for the interfund receivables/payables balances for non-capital project funds 1s the General
Fund pays payroll expenses and accounts payable for other funds The nterfund balances are repad
generally on a monthly basis

7. Restricted Assets

Total restricted assets for the Town of Kentwood at December 31, 2012 were as follows

December
31, 2012
Restricted Cash and Cash Equivalents
Customer Deposits $ 129,975
Bond Reserve Account 53,240
Bond Contmgency Account 61,569
Housing Assistance Account 35,815
Economic Development 11,878
Industrial Development 325,540
Total Restricted Assets $ 618,017
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8. Capital Assets

Capital assets and depreciation activity as of and for the year ended December 31, 2012 for governmental
activities 1s as follows

Beginning Ending
Governmental Activities Capital Assets: Balance Increases Decreases Balance
Capttal Assets Not Beng Depreciated
Land $ 592419 § 26,707 $ - 3 619,126
Construction m Progress 182,866 415240 {112,165) 485941
Total Capttal Assets Not Bemg Depreciated 775,285 441,947 {112,165) 1,105,067
Capttal Assets Bemg Depreciated
Buildings and Improvements 1,188,966 128,965 (82,458) 1,235473
Vehiclkes and Equipment 809,344 29249 838,593
Infrastructure 43,853 - - 43,853
Total Capttal Assets Being Depreciated 2,042,163 158,214 (82,458) 2,117919
Less Accumulated Deprecation for
Buildings and Improvements 765,558 28,113 (229) 793,442
Vehicles and Equpment 698,146 52218 - 750,364
Infrastructure 12,435 2,395 - 14,830
Total Accumulated Depreciation 1,476,139 82,726 (229) 1,558,636
Total Captal Assets Bemg Deprecated, Net 566,024 75,488 (82,229) 559,283
Total Governmental Activities Capital
Assets, Net $ 1,341,309 § 517435 $ (194,394) $ 1,664,350
Depreciation was charged to governmenta! functions as follows
General Government $ 29120
Public Safety - Police Protection 24,443
Public Safety - Frre Protection 2,804
Public Works - Streets and Santtation 17,950
Economik Development 8,409
S 8276

During 2012, capital expenditures in the Volunteer Fire Department Fund of $45,631 were incurred and
the assets subsequently transferred to the Tangipahoa Parish Fire Protection District Number 2 These
assets are not capitalized in the governmental activity assets listed above This amount included land
purchased on Loutsiana Highway 440, approximately 'z mile east of [-55 just west of the Village of
Tangipahoa A new substation will be constructed on this land This station will replace the currently
condemned station in the Village of Tangipahoa

The Tangipahoa Parish Fire Protection District Number 2 provides funding from an ad valorem tax
outside the municipalities in the parish to various fire protection entities throughout Tangipahoa Parish
As part of that funding the Kentwood Volunteer Fire Department purchases capital assets on the fund
basis and transfers the ownership of those assets to Tangipahoa Parish Fire Protection District Number 2,
while maintaining the ability to utilize the assets
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Capital assets and depreciation activity as of and for the year ended December 31, 2012 for business-type
activities 1s as follows

Beginning Ending
Business - Type Activities Capital Assets: Balance Increases Decreases Balance
Capital Assets Not Bemg Depreciated
Land $ 21,100 § - § - § 21,100
Total Capttal Assets Not Bemg Depreciated 21,100 - - 21,100
Capttal Assets Bemg Deprecated
Buildngs and Improvements 46,639 - - 46,639
Vehicles and Equipment 178,976 7,506 - 186,482
Gas Utilty System 801,615 - - 801,615
Water Utilty System 2404201 - - 2404201
Sewer Utilty System 4,641,996 - - 4,641,996
Total Capttal Assets Bemg Deprecated 8.073,427 7,506 - 8,080,933
Less Accumulated Depreciation for
Buildmgs and Improvements 46,639 - - 46,639
Vehicles and Equipment 163,705 7,718 - 171,423
Gas Utilty System 666,570 7281 - 673,851
Water Utility System 1,219,888 70,068 - 1,289,956
Sewer Utilty System 2,788,533 150327 - 2938360
Total Accumulated Deprectation 4885335 235394 - 5,120,729
Total Caprtal Assets Being Depreciated, Net 3,188,092 (227.888) - 2,960,204
Total Business - Type Activities Capital
Assets, Net $ 3209192 § (227888) $ - 8 2,981,304

9. Interfund Transfers

The following 1s a detailed list of interfund transfers reported in the fund financial statements on
December 31, 2012

Inte rfund Transfers Transfers In Transfers Out
General Fund
Utilty Fund 5 338240 § -
Housmng Assistance Fund - 16,000
Special Revenue Fund 2
LHFA Fund
Captal Projects Fund (LHFA) 55,923 -
Capital Projects Fund
Loussiana Housmg Fmance Authority (LHFA)
LHFA Special Revenue Fund - 55,923
Proprietary Funds
Utily Fund
General Fund - 338,240
Housmg Assistance Fund
General Fund 16,000 -
Total Interfund Transfers $ 410,163 $ 410,163
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The reason for the majority of interfund transfers was to provide for budgeted expenditures of the General
Fund

10. Accounts, Salaries, and Other Payables

The Governmental Fund payables at December 31, 2012 are as follows

LHFA
Volunteer Special Capital Total
General Fire Revenue Project Fund  Governmental
Governmental Funds Payable Fund Department Fund for Park Funds
Accounts $ 489714 3 2,116 $ - 3 - § 51,09
Accrued Salaries 17,574 4613 - - 22,187
Payroll Taxes 6,720 - - - 6,720
Compensated Absences 29278 - - - 29278
Construction Payable - - - 34,807 34,807
Insurance - 13,731 - - 13,731
Retamage Payable - - - 19,231 19,231
Other 2,502 - 1,800 - 4302
Due to Other Governments 14,879 - - - 14,879
Retirement 3,492 - - - 3492
Total Government Funds Payable $ 123419 $ 20460 § 1,800 $ 54038 § 199,717
The Enterprise Fund payables at December 31, 2012 are as follows
Housing Total
Assistance Enterprise
Enterprise Funds Payable Utility Fund Fund Funds
Accounts $ 59402 §$ - 59,402
Due to Other Governments
State-Unclamed Property 4,871 - 4,871
HUD - 26 26
Interest 2,701 - 2,701
Salares 6,201 - 6,201
Vacation 13,580 - 13,580
Total Enterprise Funds Payable $ 86,755 $ 26 § 86,781

11. Short-Term Debt

The Town had no short-term debt outstanding at December 31, 2012, other than the current portion of
revenue bonds payable to the U S Rural Utilities Service, Department of Agriculture

12. Leases

The Town records 1tems under capital leases as an asset and an obligation in the accompanying financial
statements The Town had no matertal capital or operating lease activity dunng the year ended December
31,2012
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13. Long-Term Obligations

The following 1s a summary of long-term obligation transactions for the year ended December 31, 2012

Governmental Activities Business-Type Activities Total
Capital Revenue Capital Revenue Long-Term
Leases Bonds Leases Bonds Obligations
Begmnmg Balaince § - % - - % 677032 $ 677,032
Addttions - - - - -
Deletions - - - 19.79 19,779
Ending Balance $ - 3 - 5 - 3 657253 $ 657,253

The following 1s a summary of the current (due in one year or less) and the long-term (due in more than
one year) portions of the long-term obligations

Governmental Activities Business-Type Activities Total
Capital Revenue Capital Revenue Long-Term
Leases Bonds Leases Bonds Obligations
Current Portion  $ - 3 - 3 - % 20,789 § 20,789
Long-Term Portion - - - 636,464 636,464
$ - 5 - - 5 657253 § 657253
Bonds Payable as of December 31, 2012 are as follows
Bonds Payable Due Within One
End of Year Year
Busmess Type Fund § 910,000 Sewer Revenue Bonds
Dated 6/1/1992  due m monthly mstallments of prmcipal and mterest of
$ 4432 through 6/1/2032 mterest at 5 00% $ 657253 § 20,789
This ssue 15 secured by the mcome and revenues derved from the operation of
the Town's Utilty System
$ 657253 § 20,789

The annual requirements to amortize all debt outstanding at December 31, 2012, including interest
payments of $368,241 are as follows

Sewer
Revenue

Year Ending Bonds
12/31/12 $ 910,000
2013 $ 53,180
2014 53,180
2015 53,180
2016 53,180
2017 53,180
2018 to 2022 265,902
2023 to 2027 265,902
2028 to 2032 227,790

§ 1025494
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14. Flow of Funds, Restrictions on Use — Enterprise Fund and Government Fund Bonds

The governing authonity of the Town adopted a resolution on June 18, 1991, authonizing 1ssuance of
$9190,000 of Sewer Revenue Bonds On June 1, 1992, the Town sold the $910,000 authorized bonds to
USDA Rural Development (RUS) The bonds were 1ssued for forty (40) years payable with interest at the
rate of five percent (5%) per annum The bonds and any installment may be paid prior to the due date and
maturity thereof at a price of par and accrued interest to the date of prepayment The proceeds of the
bonds are restricted and are subject to the provisions of the above resolution adopted June 18, 1991 As
of December 31, 1993, USDA Rural Development had advanced all of the bond proceeds to the Town
Under the terms of the bond proceeds to the Town, the bonds are payable as to principal and interest
solely from the income and revenues derived from the operation of the utihty system of the Town after
provision has been made for payment of the reasonable and necessary expenses of administering,
operating and mantaining of the system The bonds do not constitute an indebtedness or pledge of the
general credit of the Town within the meaning of any constitutional or statutory lhimitation of
indebtedness

Principal payments of $19,779 and interest payments of $33,401 were made on the sewer bonds The
gross sewer utility revenue recognized during the current year was $318,531

Provisions of the sewer revenue bonds require deposit of funds on a monthly basis for payment of bond
sinking fund installments and to provide a reserve for system repairs and enhancements Requirements
and funding of these amounts are as follows

Each month there will be set aside into a fund called Bond and Interest Sinking (Redemptton) Fund a sum
equal to one-twelfth (1/12) of the interest due on the next interest payment due and, in addition, a sum
equal to one-twelfth (1/12) of the next principal payment due, together with such proportionate sum as
may be required as the same respectfully become due on such date Money 1n the sinking funds shall be
deposited as trust funds and shall be fully sufficient to assure the prompt payment of principal and interest
installments as they become due, and may be used only for such payments Alternately, RUS has set up a
payment schedule of $4,432 per month whereby the Town makes payments directly to its office This
eliminates the need for the Bond and Interest Sinking Fund

There shall also be set aside into Utility System Revenue Bond Reserve Fund a sum equal to 5% of the
monthly bond payment after the construction becomes revenue producing until there 1s accumulated
therein an amount equal to the highest annual debt service payment 1in any future year Such amounts
may be used only for the payment of maturing bonds and interest coupons for which sufficient funds are
not on deposit in the Bond and Interest Sinking Fund as to which there would otherwise be default As of
December 31, 2012, the Town complied with debt covenants accumulating $53,240 1n this account

Funds will also be set into a Depreciation and Contingency Fund after completion of the project at the rate
of $250 per month Money In this fund will be used for the making of extraordinary repairs or
replacements to the system which are necessary to keep the system in operating condition, enhance 1ts
revenue producing capacity or provide for a higher degree of service for which money 1s not available as
a maintenance and operation expense Money 1n this fund may also be used to pay principal and interest
on the bonds falling due at any tsme there 1s not sufficient money for payments 1n the other bond funds
As of December 31, 2012, the Town complied with debt covenants acccumulating $61,569 in this
account

All the revenues received 1n any fiscal year and not required to be paid 1n such fiscal year into any of the
noted funds shall be regarded as surplus and may be used for any lawful corporate purpose
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15. Retirement Systems

Substantially all employees of the Town of Kentwood are members of the following statewide retirement
systems Municipal Employees Retirement System of Louisiana or Municipal Police Employees
Retirement System of Louisiana These systems are a cost-sharing, multiple-employer public employee
retirement system (PERS), controlled and administered by a separate board of trustees Pertinent
information relative to each plan follows

A. Municipal Employee Retirement System of Louisiana (System)

Plan Description The System 1s composed of two distinct plans, Plan A and Plan B, with separate assets
and benefit provisions All employees of the municipality are members of Plan B

All permanent employees working at least 35 hours per week who are not covered by another pension
plan and are paid wholly or n part from mumcipal funds and all elected officials are ehigible to participate
in the System Under Plan B, employees who retire at or after age 60 with at least ten years of creditable
service or at or after age 55 with at least 30 years of creditable service are entitled to a retirement benefit,
payable monthly for life, equal to three per cent of their final-average salary for each year of creditable
service Furthermore, with at least ten years of creditable service, but less than 30 years, an employee
may take early retirement benefits commencing at age 60, with the basic benefit reduced three per cent for
each year retirement precedes age 60, unless he has at least 30 years of creditable service In any case,
monthly retirement benefits paid under Plan B cannot exceed 100 percent of final-average salary Final-
average salary 1s the employee’s average salary over the 36 consecuttve or joined months that produce the
highest average Employees who terminate with at least the amount of creditable service stated above and
do not withdraw theirr employee contrnibutions may retire at the ages specified above and receive the
benefit accrued to their date of termimation The System also provides death and disability benefits
Benefits are established by state statute

The System 1ssues an annual publicly available financial report that includes financial statements and
required supplemental information for the System That report may be obtammed by wnting to the
Municipal Employees Retirement System of Louwsiana, 7937 Office Park Boulevard, Baton Rouge,
Lowsiana 70809, or calling (225) 925-4810

Funding Policy Under Plan B, members are required by state statute to contribute 5 percent of their
annual covered salary and the Town of Kentwood 1s required to contribute at an actuarially determined
rate The current rate 1s 8 percent of annual covered payroll Contributions to the System also include
one-fourth of one percent (except Orleans and East Baton Rouge Parishes) of the taxes shown to be
collectible by the tax rolls of each parish These tax dollars are divided between Plan A and Plan B based
proportionately on the salaries of the active members of each plan The contribution requirements of plan
members and the Town of Kentwood are established and may be amended by state statute As provided
by Louisiana Revised Statute 11 103, the employer contributions are determined by actuanal valuation
and are subject to change each year based on the results of the valuation for the prior fiscal year The
Town of Kentwood contributions to the System under Plan B for the years ending December 31, 2012
was $36,121, equal to the required contributions for each year

B. Municipal Police Employees Retirement System of Louisiana (System)
Plan Description  All full-time police department employees engaged 1n law enforcement are required to
participate 1n the System Employees who retire at or after age 50 with at least 20 years of creditable

service or at age 55 with at least 12 years of creditable service are entitled to a retirement benefit, payable
monthly for life, equal to 3 1/3 percent of their final-average salary for each year of creditable service

50



Town of Kentwood
Notes to the Financial Statements
As of and for the Year Ended December 31, 2012

Final-average salary 1s the employee's average salary over the 36 consecutive or joined months that
produce the highest average Employees who terminate with at least the amount of creditable service
stated above, and do not withdraw their employee contributions, may retire at the ages specified
previously and receive the benefit accrued to their date of termination The System also provides death
and disability benefits Benefits are established by state statute The System 1ssues an annual publicly
available financial report that includes financial statements and required supplemental information for the
System That report may be obtained by writing to the Municipal Police Employees Retirement System
of Lowsiana, 8401 United Plaza Boulevard, Baton Rouge, Louisiana 70809-2250, or by calling (225)
929-7411

Funding Policy Plan members are required by state statute to Contribute 10 percent of their annual
covered salary and the Town of Kentwood 1s required to contribute at an actuanally determined rate The
current rate 1s 31 percent, up from 29 percent of annual covered payroll, to meet present actuanal
assumptions The contribution requirements of plan members and the Town of Kentwood are established
and may be amended by state statute As provided by Louisiana Revised Statute 11 103, the employer
contrnibutions are deterrined by actuanal valuation and are subject to change each year based on the
results of the valuation for the prior fiscal year The Town of Kentwood contributions to the System
under Plan B for the years ending December 31, 2012 and 2011 were $6,484 and $5,664, respectively,
equal to the required contributions for each year

C. Firefighters Retirement System of Louisiana (System)

Plan Descripnon Membership in the Lowsiana Firefighters Retirement System 1s mandatory for all full-
time firefighters employed by a mumcipality, parish, or fire protection district that did not enact an
ordinance before January 1, 1980, exempting itself from participation in the System Employees are
eligible to retire at age 55 with at least 12 years of creditable service or at or after age 50 with at least 20
years of creditable service Upon retirement, members are entitled to a retirement benefit, payable
monthly for life, equal to 3 1/3 per cent of their final-average salary for each year of creditable service,
not to exceed 100 per cent of their final-average salary Final-average salary 1s the employee's average
salary over 36 consecutive or jomed months that produce the highest average Employees who terminate
with at least 12 years of service and do not withdraw their employee contributions may retire at or afier
age 55 (or at or after age 50 with at least 20 years of creditable service at termination) and receive the
benefit accrued to their date of terminatton The System also provides death and disability benefits
Benefits are established by state statute

The System issues an annual publicly available financial report that includes financial statements and
required supplemental information for the System That report may be obtained by writing to the
Firefighters’ Retirement System Post Office Box 94095, Baton Rouge, Louisiana 70804, or by calling
(225) 925-4060

Funding Policy Plan members are required by state statute to contribute 10 percent of their annual
covered salary and the Town 1s required to contribute at an actuarially determined rate The current rate
1s 24 percent 1n 2012 down from 23 25 percent of annual covered salary The contribution requirements
of plan members and the Town are established and may be amended by state statute As provided by
Lowsiana Revised Statute 11 103, the employer contributions are determined by actuanal valuation and
are subject to change each year based on the results of the valuation for the prior year The Town of
Kentwood contributions to the System under Plan B for the years ending December 31, 2012 were
$23,050, equal to the required contributions for each year
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16. Other Post-Employment Benefits

The Town of Kentwood 1s required to report under GASB 45 Accounting for Other Post Employment
Benefit (OPEB) Obligations This standard requires governmental entities to record the present value of
the unfunded employer costs associated with non-retirement-based expected payments to current and
former employees for post-employment benefits such as health insurance. The Town utilized a specialist
to estimate the present value of the full costs of all promised health benefits to all current and former
employees and eligible spouses included in the current benefit population utilizing such factors as the age,
retirement age, expected increases 1n health costs, expected employer centributions, historical health
claims by employee population, and other factors The Town has not yet implemented a protected trust to
fund a plan to pay for these expected costs The impact on the financials for governmental funds 1s at the
government wide level, where the excess projected costs 1n excess of the amount funded by the Town in
the year 1s accrued as a hability called the net OPEB obligation The net OPEB obligation will increase
rapidly over time 1f the obligation 1s not funded The annual OPEB cost can be significantly higher for
some entities than its current health premiums expense depending on the demographics of the employee
population

The rationale behind the implementation of GASB 45 relates to the fact that the former and current
employees to the balance sheet date have provided services to the entity and have created a cost in the
current period that will need to be paid in future periods based on the current employer-employee
agreement The unfunded portion of these costs will require future cash flows, which need to be
considered 1n combtnation with other expected future cash outflows such as bond payments 1n order to
avoid budget deficits 1n those fiscal periods

Plan Descniption The Town of Kentwood participates in a group defined health insurance benefit
retirement plan administered by Town of Kentwood Ordinance No 6 of 2008, which 1s administered by
the Town The Plan provides health insurance for regular employees that retire with at least 30 years of
full ime service The Town pays the same percentage of the retirees’ and the retirees’ spouse’s health
insurance premiums as is paid for a full time employee of the Town The retiree health insurance benefit
1s paid for seven years or until the retiree or the retiree’s spouse reaches the eligible age to receive
Medicare benefits, whichever occurs first Upon the death of a retiree, the spouse benefit terminates six
months after the retiree’s death

The Town has implemented GASB Statement 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions, effective the fiscal year beginning January 1, 2011 In
adopting the requirements of GASB Statement No 45 during the year ended December 31, 2011, the
Town recognizes the cost of postemployment benefits in the year when employee services are rendered,
reports the accumulated hability from prior years, and provtdes information useful in assessing potential
demands on the Town’s future cash flows Because the Town adopted the Plan durning the year ended
December 31, 2011, there was no accrued liability associated with the plan prior to that year However,
since employees received credit for prior service upon implementation of the plan, the actuanially accrued
habihity associated with prior services was calculated as required by GASB Statement No 45 and will be
phased 1n over thirty years, commencing with the 2011 habihty

Contribution Rates. Employees do not contribute to their post-employment benefits The plan 1s fully
funded by the Town

Fund Policy. The plan 1s financed on a pay-as-you-go basis, therefore no funds are reserved for payment
of future health insurance premiums

Annual Required Contrtbution. The Town of Kentwood’s Annual Required Contribution {ARC) 1s an
amount actuanally determined 1n accordance with GASB 45, under the alternative measurement method
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permitted for employers with plans with fewer than one hundred members The Annual Required
Contribution (ARC) 1s the sum of the Normal Cost plus the contribution to amortize the Actuanal
Accrued Liability (AAL) A level dollar, closed amortization period of 30 years (the maximum
amortization period allowed by GASB 43/45) has been used for the post-employment benefits The total
ARC for the fiscal year beginming January 1, 2012 1s shown in the following table

Medical
Normal Cost $ 14,099
30-year UAL (Unfinded Liabilty) Amortzation Amount 5,474
Interest on Normal Cost and Amorization Payment 548
Annual requred contributions (ARC) $ 20,121

Net Post-employment Benefit Obligation (Asset). The Town’s Net Other Post-employment Benefit
(OPEB) Obligation (Asset) for fiscal year ending December 31, 2012

Medical
Beginning Net OPEB Obligation (Asset) 12/31/11 $ 9,177
Annual required contribution (ARC) 20,121
Interest on Net OPEB Obligation (Asset) 257
ARC Adjustment 306
OPEB Cost 20,072
Contribution -
Current year retiree premmum (10,947)
Change n Net OPEB Obligaton 9,125
Ending Net OPEB Obligation (Asset) 12/31/12 $ 18,302

The following table shows Town of Kentwood’s annual other post-employment benefits (OPEB) cost,
percentage of the cost contributed, and the net other post-employment benefits (OPEB) obligation (asset)
for 2012 and 2011 (transition year)

Percentage
Post Fiscal Annual of Annual Net OPEB
Employment Year OPEB Cost Obligation
Benefit Ended Cost Contnbuted (Asset)
Medical 12/31/2012 § 20,072 5454% $ 18,302
Medical 12/31/2011 20,121 54 39% 9,377
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Funded Status and Funding Progress. As of December 31, 2011, the year of the most recent actuarial
valuation, the funded status and funding progress was as follows

Medical
Actuanmal Accrued Liability (AAL) b 164,221
Actuaral Value of Plan Assets -
Unfunded Act Accrued Liabilty (UAAL) 164,221
Funded Ratio (Act. Val Assets / AAL) 0%
Covered Payroll (active plan members) 977,946
UAAL as a percentage of covered payroll 17%

Actuarial Methods and Assumptions. Actuanal valuations involve estimates of the value of reported
amounts and assumptions about the probability of events far into the future The actuanal valuation for
post-employment benefits includes estimates and assumptions regarding (1) turnover rate, (2) retirement
rate, (3) health care cost trend rate, (4) mortality rate, (3) discount rate (investment return assumption),
and (6) the period to which the costs apply (past, current, or future years of service by employees).
Actuanially determined amounts are subject to continual revision as actual results are compared to past
expectations and new estimates are made about the future

The actuanal calculations are based on the types of benefits provided under the terms of the substantive
plan (the plan as understood by Town of Kentwood and its employee plan members) at the time of the
valuation and on the pattern of sharing costs between Town of Kentwood and its plan members to that
point The projection of benefits for financial reporting purposes does not explicitly incorporate the
potential effects of legal or contractual funding limitations on the pattern of cost sharing between Town of
Kentwood and plan members in the future Consistent with the long-term perspective of actuanal
calculations, the actuarial methods and assumptions used include techmques that are designed to reduce
short-term volatility in actuanal liabihities and the actuanal value of assets

Actuarial Cost Method. The ARC is determined using the Projected Unit Credit Cost Method The
employer portion of the cost for retiree medical care in each future year 1s determined by projecting the
current cost levels using the healthcare cost trend rate and discounting this projected amount to the
valuation date using the other described pertinent actuarial assumptions, including the investment return
assumption (discount rate), mortality, and turnover

Actuanal Value of Plan Assets, Since the OPEB obligation has not yet been funded, there are no any
assets It 1s anticipated that 1n future valuations, should funding take place, a smoothed market value
consistent with Actuanial Standards Board ASOP 6, as provided in paragraph number 125 of GASB
Statement 45 will be used

Turnover Rate. Non-group-specific age-based turnover data from GASB Statement 45 was used as the
basis for assigning active members a probability of remaining employed until the assumed retirement age
for developing an expected future working hifetime assumption for purposes of allocating to periods the
present value of total benefits to be paid

Post-employment Benefit Plan Eligibility Requirements. Active members are assumed to retire at the
greater of 62 years of age at attainment of ehgibihty for the retirement benefit
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Investment Return Assumption (Discount Rate). GASB Statement 45 states that the investment retum
assumption should be the estimated long-term investment yield on the investments that are expected to be
used to finance the payment of benefits (that 1s, for a plan which 1s funded) Based on the historical and
expected returns of the Town's short-term investment portfolio and revenue growth, a discount rate of 2 8
percent was used In addition, a simplified version of the unit credit actuanal cost method was used The
unfunded actuanal accrued hability 1s being amortized as a level percentage of prejected payroll on an
open basis over thirty years

Health Care Cost Trend Rate. The expected rate of increase in medical cost 1s based on projections of
the Office of the Actuary at the Centers for Medicare and Medicaid Services A rate of 2 6 percent
imtially, increased to an ultimate rate of 5 8 percent after ten years was used

Inflation Rate. The expected long-term nflation assumption of 2 8 percent was based on projected
changes 1n the Consumer Price Index (CPI) in The 2010 Annual Report for the Board of Trustees of the
Federal Old-Age and Survivors Insurance and Disability Insurance Trust Funds for an intermediate
growth scenario  The expected long-term payroll growth rate was assumed to equal the rate of inflation

Payroli Growth Rate. The expected long-term payroll growth rate was assumed to equal the rate of
inflation

Marital Status. Mantal status of members at the calculation date was assumed to continue throughout
retirement

Mortality Rate. Life expectancies were based on mortality tables from the National Center for Health
Statistics

Method of Determining Value of Benefits. The "value of benefits" has been assumed to be the portion
of the premium after retirement date expected to be paid by the employer for each retiree and has been
used as the basis for calculating the actuarial present value of OPEB benefits to be paid The employer
pays 100 percent of the cost of the medical insurance for the retirees The current fiscal year health
insurance premiums for retirees were used as the basis for calculation of the present value of total benefits
to be paid

17. Restricted Fund Balances/Net Position

At December 31, 2012, the General Fund had $31,399 non-spendable fund balance, representing the value
of prepaid msurance at fiscal year-end The General Fund also had $325,540 at fiscal year-end recorded
as restricted fund balance The restriction on fund balance relates to a legal restriction on the use of bond
proceeds for constructing and acquiring a public building The Town of Kentwood sold its interest in the
building on Apnil 13, 2000, restricting proceeds of the sale per terms of the onginal bond 1ssue

At December 31, 2012, the Volunteer Fire Department Fund had $19,509 non-spendable fund balance,
representing the value of prepaid nsurance at fiscal year-end, with the remaining fund balance assigned
for specific use in fire protection

At December 31, 2012, the LHFA special revenue Fund had $2,052 non-spendable fund balance,
representing the value of prepaid insurance at fiscal year-end, with the remaining fund balance assigned
for specific use economic development

At December 31, 2012, the Utility Fund had restricted net position of $114,906, representing the Town's
funds restricted by revenue bond debt covenants
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At December 31, 2012, the Housing Assistance Fund, consisting of the United States Department of
Housing and Urban Development (HUD) Housing Choice Vouchers program, had restricted net position
of $35,815, which is restricted for housing assistance payments The restriction on fund balance relates to
the restriction imposed by the grantor, HUD

18. Risk Management

The Town 1s exposed to various nisks of loss related to theft, damage, or destruction of assets, torts,
injuries, natural disasters, and many other unforeseeable events The Town purchases commerctal
insurance policies and bonds for any and all claims related to the aforementioned nisks The Town’s
payment of the insurance policy deductible 1s the only lhiability associated with these policies and bonds
There has been no significant decrease in insurance coverage from the prior year, and the amount of
settlements has not exceeded the insurance coverage for the past three fiscal years

19, Contingent Liabilities
At December 31, 2012, the Town was not invelved 1n any outstanding litigation or claims
20, On-Behalf Payments for Fringe Benefits and Salaries

For the fiscal year ended December 31, 2012, the State of Louisiana made on behalf payments 1n the form
of supplemental pay to the Town’s policemen and firefighters In accordance with GASB 24, the Town
recorded $40,700 of on behalf payments as revenue and as expenditure in the General Fund.

21. LHFA Grant Revenue and Commitment

Duning the year ended December 31 2010 the town was awarded $369,539 in Community Development
Block Grant funds, passed though the Lowssiana Housing Finance Agency (LHFA) - Neighborhood
Stabilization Program The funds were awarded for the purchase, demolition and rebuild of two
residential properties and for the purchase and rehabilitation of a third property As part of the program
award, the Town of Kentwood signed two promissory notes on October 6, 2010 in the amounts of
$123,180 and $246,359 on the one rehabilitation property and the two rebuild, respectively The terms of
the promissory notes include a fifteen year pay down scenario commencing twelve months after the
1ssuance of a certificate of occupancy on the property The terms of the pay down include a 1/1 5" annual
reduction 1n the note amount at zero interest for each year that the property 1s leased to persons meeting
the guidelines established in the notes as well as 1n the grant agreement The notes become due and
payable upon (1) the sale of the properties prior to fifteen years, or (1) the failure of the Town to lease the
property as outlined in the agreement

In 2010, the Town recorded $244,901 as grant revenue in the governmental activities of the statement of

activities and 1n the statement of revenues, expenditures and changes in fund balances - governmental
funds (Caprtal Project Fund LHFA)

56



Town of Kentwood
Notes to the Financial Statements
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In 2011, the Town recorded $125,063 as grant revenue 1n the governmental activities of the statement of
activities and 1n the statement of revenues, expenditures and changes 1n fund balances - governmental
funds (Capital Project Fund LHFA) The two rebwld houses were completed with total construction costs
for the two houses totaling $304,315

In 2011, the Town entered into a building contract in the amount of $48,700 the rehabilitate the third
property. As the construction on the third property was nearing completion, an accident occurred, with an
18-wheeler truck losing control and causing severe damage to the third property At fiscal year-end 2011,
$101,495 1n acquisition and construction costs was recorded with the construction approximately 90
percent complete In 2012, $10,670 1n construction costs were incurred and recorded, resulting in total
final costs of $112,165 After the Town paid $1,136 for an inspection of the damaged house, the property
was considered a total lost Insurance reimbursement was received in the amount of $180,535 The Town
repaid $79,580 of the grant related to this property The Town also incurred $8,500 in 2013 for the
demolition of the building

22. Commitments

In 2010, the Town entered into a professional services contract, amended in 2011, for landscape
architecture services for the recreational park project totaling $73,630 as amended [currently 1n the “Base
Infrastructure Phase” of the North Tangipahoa Parish Recreation Park] As of December 31, 2012,
$71,329 has been paid or 1s payable under this contract (as amended) and the remaining commitment 1s
$2,301

In 2012, the Town entered into a construction contract (amended in 2012 as well) for the construction
work to be performed for the base infrastructure phase, totaling $570,772 As of December 31, 2012,
$386,612 has been paid or 1s payable under this contract and the remaining commitment 1s $184,160

This project utilizes multiple funding sources, Recreation Trails Program, State Capital Outlay, and Land
& Water Conservation Fund At December 31, 2012, the total estimated funding of the project 1s
approximately $597,556 Total projected cost of this phase of the project 1s approximately $597,600 and
the estimated cost of this phase of the project 1s $644,402 As of December 31, 2012, the Town has spent
a total of $484,167 on this project (approximately 75% of the total projected project cost)

Subsequent to year end, additional change orders were executed on the construction contract reducing the

contract value to $524,950 After these change orders, the total projected cost of this phase of the project
1s $598,600
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23. Condensed Utility Financial Information

The Town of Kentwood has bonds inside 1ts enterprise fund inside its utility department with separate
revenue streams funding the repayment of those bonds The schedule of net position for the utility funds
has been combined across departments due to the combined accounts for billing receivables and accruing
liabithities This common accounting prevents practical segregation and it 1s not feasible to extract
statement of net asset information 1n a departmental only presentation However, capital assets by
department can be seen in Note 8.

Condensed Schedule of Revenues, Expenses and Changes in Net Assets
Propnetary Fund Type, Utiity Fund
For the year ended December 31, 2012

Gas Water Sewer Total
Operating Revenues
Gas Sales $ 450,831 § - $ - 3 450,831
Less Cost of Gas Sold (176,614) . - (176,614)
Gross Profit on Gas Salkes 274,217 - - 274,217
Water Sales - 449,670 - 449,670
Sewer Service Charges - - 312,312 312,312
Other 11,237 9,813 6,197 27,247
Total Operating Revenues 285,454 459,483 318,509 1,063,446
Operating Expenses
Employee Expenses 193,786 91,712 27,295 312,793
Depreciaton 9,627 73,122 152,645 235,394
Other Operating Expenses 66,878 229,230 63,720 359.828
Total Operating Expenses 270,291 394,064 243,660 908,015
Operating Income (Loss) 15,163 65,419 74,849 155,431
Total Nonoperating Revenues (Expenses) 581 193 {(33,073) (32,299)
Income (Loss) Before Transfers 15,744 65,612 41,776 123,132
Contnbutions and Transfers - (338,240) - (338,240)
Change in Net Position 15,744 (272,628) 41,776 (215,108)
Total Net Posihon, Beginning 3,143,345
Total Net Position, Ending $ 2,928,237

24. Prior Period Adjustment

The Town recorded a prior period adjustment of $9,448 1n the current year within the General Fund
affecting the fiscal year ending December 31, 2006, which 1s reflected in the comparative beginning net
asset information It was determined that the Town owed GOHSEP for excess FEMA funds received in
2005 for hurnicane expenditures The Town received $40,000 as an estimated expenditure for overtime
labor, equipment, and material used 1n the aftermath of Hurncane Katrina The Town only summited a
cost summary sheet in the amount of $30,827 After the admimstrative portion was adjusted, the Town
owed a total of $9,448 to the Governor’s Office of Homeland Secunity This was aiso adjusted as a
reduction to beginning net position Governmental Activities net position of $3,828,235 shown at
December 31, 2011 was restated as $3,818,787, due to this change
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The Town recorded a prior period adjustment of $5,544 in the current year audit in the Housing Fund
affecting the fiscal year ending December 31, 2011, which is reflected in the comparative beginning net
asset nformation The Town paid back the Disaster Voucher Program that was due in 2011 This was
also adjusted as a reduction to beginning net position Business-Type Activities net position of
$3,185,374 shown at December 31, 2011 was restated as $3,179,830 due to this change

25. Subsequent Events

Subsequent to year end, additional change orders were executed on the construction contract related to the
park project which reduced the contract value to $524,950 After these change orders, the total projected
cost of this phase of the project 1s $598,600

On January 16®, 2013, the Tangipahoa Pansh Rural Fire Protection District No 2, passed a motion that as
a part of the 2013 fire contract that Tangipahoa Parish Fire Protection District No 2 shall be required to
enter into a cooperative endeavor agreement with the Tangipahoa Parish Government to perform all
accounting services, not limited to purchasing, procurement, and payroll, subject to employees of fire
departments not being Parish employees contingent upon advice of Attorney Duncan Kemp On March
15, 2013, the Kentwood Volunteer Fire Department transferred a total of $1,200,000 of its operating
funds to the Tangipahoa Parish Government to be admimstered for the department

Subsequent events have been evaluated by management through June 28, 2013, the date the financial

statements were available for issuance and these financial statements considered subsequent events
through such date
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Revenues
Taxes $
Lxenses and Permts
[ntergovernmental
Charges for Services
Fmes and Forfetures
Santation Fees
Interest
On Behalf Payments - Supplemental Pay
Donations
Mscellaneous
Total Revenues

Expenditures
General Government
Publc Safety
Polce
Frre
Publc Works - Streets and Santtation
Health and Welfare
Recreation
Capdal Outhays
Total Expenditures

Excess Revenues (Expenditures)

Other Financing Sources (Uses)
Operatmg Transfers In
Operatmg Transfers (Out)

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances, Beginning (Restated)
Fund Balances, Ending $

See independent auditor’s report

Town of Kentwood
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual

General Fund - Summary
For the year ended December 31, 2012

Schedule 1

Variance

Budgeted Amounts Actual Amounts Favorable
Original Final GAAP Basis (Unfavorable)
1,046,500 § 997,100 % 1,000,701 § 3,601
165,000 160,100 159,295 (805)
1,364,812 675,654 21,130 (654,524)
13,400 11,850 10,782 (1,068)
20,000 12,500 11,318 (1,182)
87,000 79,600 78,860 (740)
1,500 1,700 1,623 77
30,000 42,000 40,700 (1,300)
- 1,000 791 (209)
21,700 15,600 19,979 4,379
2,749912 1,997,104 1,345,179 (651,925)
636,130 598,750 571,224 27,526
482315 441,100 435,875 5,225
175,345 169,200 165,186 4,014
499,460 444,950 433,492 11,458
1,500 6,600 6,594 6
15,100 18,200 17,282 918
740,000 678,872 71,618 607,254
2,555,850 2,357,672 1,701,271 656,401
194,062 (360,568) (356,092) 4,476
598,000 377,000 338,240 (38,760)

(791,500) {16,000 (16,000) -
(193,500) 361,000 322,240 (38,760)
562 432 (33,852) (34,284)

1,381,122 1,381,122 1,381,122 -
1,381,684 $ 1,381,554 § 1,347,270 $ (34,284)
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For the year ended December 31, 2012

Revenues

Taxes
Ad Valorem
Sales Taxes
Franchse Taxes
Alkcoholc Beverage Taxes
Gammg
Cham Store Taxes

Total Taxes

Licenses and Permits
Busmess Privilege and Insurance License
Building Permits
Electric Permts
Liquor Licenses
Total Licenses and Permits

Intergovermmental
Federal Grants
Park Project Grants
State Grants
Communty Water Enrichment
LGAP - Water Tank
LHFA Grant
Park Project Grants
Other
Recreational House Bill t Funds
Sewer Rehabiltation Grant
Other
Entergy - Beautification
Frre Dsstrict Rembursement
Parsh Grant
Total Intergove nmental

Miscellaneous Revenues
Charges for Services
Fumes and Forfertures
Santtation Fees
Interest
On Behalf Payments - Supplemental Pay
Donatons
Miscellaneous
Total Miscellaneous Revenues

(Continued)

Town of Kentwood
Schedule of Revenues, Expenditures, and Changes i Fund Balances - Budget to Actual
General Fund - Detail

Schedule 2

Variance
Budgeted Amounts Actual Amounts Favorable
Original Final GAAP Basis _ {Unfavorable)
95,000 $ 88,500 85,528 (2,972)
767,000 810,000 814,435 4,435
57,000 43,000 41,681 (1,319)
6,000 6,600 6,234 (366)
120,000 48,000 51,823 3,823
1,500 1,000 1,000 -
1,046,500 997.100 1,000,701 3,601
156,000 150,000 147,682 (2,318)
1,000 1,000 688 (312)
5,000 5,300 5,950 650
3,000 3,800 4,975 1,175
165,000 160,100 159,295 (805)
292,366 392,508 - (392,508)
25,500 - - -
12,000 - - -
5,600 - - -
262,346 262,346 - (262,346)

- - 12,971 12,971

25,000 - - -
720,000 - - -

- 500 - (500)
10,000 8,300 8,159 (141)
12,600 12,000 - (12,000)

1,364,812 675,654 21,130 (654,524)
13,400 11,850 10,782 (1,068)
20,000 12,500 11,318 (1,182)
87,000 79,600 78,860 (740)

1,500 1,700 1,623 a7
30,000 42,000 40,700 (1,300)

- 1,000 791 (209)

21,700 15,600 19,979 4,379
173,600 164,250 164,053 (197)
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Schedule 2
Town of Kentwood
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual
General Fund - Detail
For the year ended December 31, 2012

Vanance
Budgeted Amounts Actual Amounts Favorable
Expenditures Onginal Final GAAP Basis (Unfavorable)
General Govemment
Salares
Mayor and Aldermen 53,000 53,100 53,007 93
Clerxal 131,000 132,000 133,621 (1,621)
Jantonal 11,000 10,500 10,127 373
Museum 15,000 11,000 10,535 465
Attorney 3,400 3,300 3,245 55
Benefits
Health Insurance 39,390 31,000 28,964 2,036
Retrement 20,000 18,000 16,798 1,202
Payroll Taxes 57,200 51,000 50,591 409
Bad Debt - - - -
General and Admmustrative 6,500 7,000 6,381 619
Insurance 83,890 74,500 68,255 6,245
Other operatmg
Aldermen Travel 3,100 7,800 7,572 228
Assessor Taxroll 2,000 1,900 1,937 37
Computer Expense 5,000 5,600 4,992 608
Coroner’s Fees 5,500 7,200 5,535 1,665
Council on Agmg 2,400 2,400 2,400 -
Dues and Subscription 3,000 2,500 1,852 648
Mayor's Expense 5,000 5,100 4,027 1,073
Meetmg and Travel Expense 6,300 4.600 4,233 367
Msscellaneous 13,950 17,250 17,403 (153)
Museum 6,000 1,100 864 236
Promotion 3,000 2,000 1,027 973
Undforms 5,800 2,500 2,126 374
Zonmg 1,250 200 100 100
Professwonal Fees 42,000 50,000 48,943 1,057
Rent - Communty Center 5,300 5,000 4,800 200
Repars and Mamtenance
Cty Hall 6,000 14,000 11,631 2,369
Cwvc Center 5,500 3,800 3,502 298
Communty Center 300 300 153 147
Council on Agmg 2,500 700 497 203
Health Unt 1,500 500 553 (53)
Martm Luther Kmg Park 1,500 1,800 1,574 226
Museum 750 2,300 1,803 497
Supphes 16,000 15,000 12,570 2,430
Utilties
Cty Hall 22,000 22,000 17,744 4,256
Cwvic Center 9,500 8,700 10,542 (1,842)
Commodity Center 11,500 6,100 5,507 593
Council on Agmg 8,000 5,000 4,802 198
Health Unit 9,600 4,200 4,100 100
Martm Luther Kmg Park 3,500 2,200 1,586 614
Museum 8,000 5,600 5,325 275
Total General Government 636,130 598,750 571,224 27,526

(Continued) 63
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Town of Kentwood
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual
General Fund - Detail
For the year ended December 31, 2012

Variance
Budgeted Amounts Actual Amounts Favorable
Original Final GAAP Basis (Unfavorable)
Public Safety:
Polce
Salares 288,000 285,000 286,091 (1,09
Benefits - Retrement 81,435 66,900 66,471 429
Fuel 40,000 48,000 47,031 969
General and Admmistrative 3,500 1,500 1,263 237
Insurance - Workers Compensation 15,080 11,200 9,927 1,273
Other operatmg
Court Attendance 8,000 1,000 850 150
Housmg Prsoners 3,000 3,000 2,219 781
Mscelhneous 2,300 2,400 1,923 477
Office Expense 5,000 3,000 1,623 1,377
Schook and Semmars 4,000 1,800 1,730 70
Specal Fund 1,000 - - -
Uniforms 2,500 3,400 3,116 284
Reparrs and Mantenance 15,000 3,500 4,267 (767)
Supplees 7,500 3,700 2,71 929
Tekephone 6,000 6,700 6,593 107
Total Police 482,315 441,100 435875 5,225
Fre
Salares 114,000 110,900 110,983 (83)
Benefits - Retrement 34225 30,000 29,012 088
Fuel 1,500 2,300 1,492 808
Generzal and Admmustrative 500 200 - 200
Insurance - Workers Compensation 8,120 6,000 8,341 (2,341
Other operatmg 6,000 6,000 2,624 3,376
Repars and Mamtenance - Fire Truck 8,000 8,700 8,085 615
Telephone 3,000 5,100 4,649 451
Total Fre 175,345 169,200 165,186 4,014
Total Public Safety 657,660 610,300 601,061 9,239
(Continued)
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Schedule of Revenues, Expenditures, and Changes mn Fund Balances - Budget to Actual
General Fund - Detail
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Variance
Budgeted Amounts Actual Amounts Favorable
Ongmal Final GAAP Basis (Unfavorable)
Public Works - Streets and Sanitation
Salaries 75,000 78,000 72,332 5.668
Benefits 15,400 12,750 12,657 93
Fuel 28,000 20,500 20,493 7
Garbage Collection 220,000 206,000 204,645 1,355
Insurance - Workers Compensation 4,060 3.100 2,736 364
Other operatmg 8,000 2,700 4952 (2,252)
Reparrs and Mamtenance
Cemetery 24,000 24,000 25,346 (1,346)
Equpment 20,000 6,500 6,759 (259
Mamtenance Contract 13,500 12,000 10,835 1.165
Tree 2,500 400 170 230
Supplies 20,000 13,000 6,808 6,192
Utilties - Street Lights 69,000 66.000 65,759 241
Total Public Worlts - Streets and Samtation 499,460 444,950 433,492 11,458
Health and Welfare
Other operatmg 7,500 6,600 6.594 6
Total Health and Welfare 7.500 6,600 6,594 6
Recreation
Salares 3,100 2,900 3,013 (113)
Other operatmg 10,000 13,000 12,269 731
Utiltres 2,000 2,300 2,000 300
Total Recreation 15,100 18,200 17,282 918
Capital Outlays
General Government 105,000 82,000 45,518 36,482
Public Safety - Polce Protection 15,000 26,100 26,100 -
Public Safety - Fre Protection 20,000 - - -
Pubkc Works - Streets and Santtation 20,000 - - -
Recreation 580.000 570,772 - 570,772
Total Capital Qutlays 740,000 678.872 71,618 607.254
Excess Revenues (Expenditures) 194,062 (360,568) (356,092) 4,476
Other Financing Sources (Uses)

Operatmg Transfers In 598.000 377.000 338,240 (38,760)
Operatmg Transfers (Out) (791.500) (16,000) (16,000) -
Total Other Financing Sources (Uses) {193.500) 361,000 322,240 (33,760)
Net Change mn Fund Balances 562 432 {33,852) (34.284)

Fund Balances, Beginning (Restated) 1,381,122 1.381.122 1,381,122 -
Fund Balances, Ending $ 1381684 § 1381554 § 1,347,270 $ {34,284)
(Concluded)

See independent auditor’s report
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Revenues
Intergovernmental
Parnsh Allocation
Frre Insurance Rebate - Tangipahoa
Fre Insurance Rebate - St Helena
Federal Grant - FEMA
Gtate Grant - LA Forestry
Interest
Mscellaneous
Total Revenues

Expenditures
Pubbc Safety
Fre

Salares
Admmstrative
Fre Cheef
Frrefighters
Mamtenance

Benefits

Payroll Taxes

Fuel

Insurance

Other operating
Dues and Subscriptions
Office
Lxenses and Permits
Msscellaneous
Pubhc Educaton
Trammg and Tuition
Secunty
Vohmteer Frremen Expense

Professonal Fees

Reparrs and Mamtenance

Supphes

Telephone

Utiltes

Total Publc Safety - Fire

Capital Outlays - Fre Protection
Total Expenditures

Excess Revenues (Expenditures)

Other Financing Sources (Uses)
Operatmg Transfers In
Operatmg Transfers (Out)

Total Other Financing Sources (Uses)

Net Change 1in Fund Balances

Fund Balances, Beginming
Fund Balances, Ending

Sec independent auditor’s repont

Town of Kentwood
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual
Special Revenue Fund - Kentwood Volunteer Fire Department

For the year ended December 31, 2012

Schedule 3

Vanance
Budgeted Amounts Actual Amounts Favorable
Onginal Final GAAP Basis (Unfavorable)
505,400 $ 510,000 § 535,185 § 25,185
30,000 29,500 29,242 (258)
4,000 3,760 3,683 an
5,000 3,400 3,414 14
1,000 500 385 (115)
1,500 1,100 90 (1,010)
546,900 548,200 571,999 23,799
4,200 4,000 3,697 303
4,600 4,600 4,512 88
100,000 90,000 86,372 3,628
3,900 3,500 3,585 (85)
50,900 46,300 43,994 2,306
9,600 7,000 6,921 79
20,000 15,000 15,371 371)
52,500 39,000 30,608 8,392
500 500 325 175
3,000 4,400 5,031 (631)
500 500 125 375
5.000 1,000 - 1,000
5,000 5,500 5,258 242
5,000 2,000 6,121 (4,121)
500 1,000 857 143
35,000 19,000 18,551 449
10,000 12,000 7,279 4,721
20,000 28.000 26,899 1,101
45,000 10,500 17,957 (7,457)
4,000 4,100 4,028 72
16,000 13,000 13,016 (16)
395,200 310,900 300,507 10,393
370,000 46,000 45,631 369
765,200 356,900 346,138 10,762
(218.300) 191,300 225,861 34,561
(218,300) 191,300 225,861 34,561
1,252,879 1,252,879 1,252,879 -
1,034,579 3 1,444,179 3 1,478,740 $ 34,561
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Schedule 4

Town of Kentwood
Schedule of Funding Progress for the Retiree Health Plan

Required Supplementary Information

December 31, 2012
@ @ 1 (122 3) -1 43
Actuanal UAALas a
Actuarial Actuarial Accrued Unfinded Annual Percentage
Valuation Value of Liability AAL Funded Covered of Covered
Date Assefs (AAL) (UAAL) Ratio Payroll Payroll
123172011 . $164,221 $ 164221 0% § 977946 17%

GASB 45 requires the presentation of the above information for the most recent actuanal valuation and
the two preceding valuations The Town adopted GASB Statement No 45 in the year ending December
31, 2011 and as such, this was the Town’s first and only actuarial valuation

See independent auditor’s report
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Town of Kentwood
Schedules of Net Position
Proprietary Fund Type - Utility Fund

As of December 31, 2012 and 2011

Schedule §

Utility Fund
2012 2011
Assets
Current Assets
Cash and Cash Equivalents b 482,008 $ 508,583
Recevabks, Net 155,578 173,755
Due From State 182 18,846
Inventory - -
Total Current Assets 637,768 701,184
Restricted Assets
Restricted Cash and Cash Equivalents 244,784 214,805
Total Restricted Assets 244,784 214,805
Property, Plant, and Equipment
Land 21,100 21,100
Construction m Progress - -
Property, Plant and Equipment, Net 2,960,204 3,188,092
Total Property, Plant, and Equipment 2,981,304 3,209,192
Total Assets 3,863,856 4,125,181
Liabilities
Current Labilties (Payable From Current Assets)
Accounts Payabk 59,402 69,118
Other Accrued Payables 27,353 59,276
Due To Other Funds 8,000 7,750
Total Current Liabilhes (Payable From Current Assets) 94,755 136,144
Current Labiltes (Payable From Restricted Assets)
Custorner Deposits 129,878 123,310
Revenue Bonds Payable 20,789 19,777
Total Current Liabilies (Payable From Restricted Assets) 150,667 143,087
Long Term Labiltes
Bonds Payable 636,464 657,255
Other Post Employment Benefit Obbgation 4,780 1,030
Accrued Sk Leave Convertible to Retrement 48,953 44,320
Total Long Term Lmabilities 690,197 702,605
Total Liahilities 935,619 981,836
Net Position
Net Investment m Captal Assets 2,324,051 2,532,160
Restricted for
Captal Projects and Debt Service 114,906 91,495
Unrestricted 489,280 519,690
Total Net Position $ 2,928237 § 3,143,345

See independent auditor’s report
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Schedule 6
Town of Kentwood
Schedules of Revenues, Expenses, and Changes in Net Position
Propnetary Fund Type - Utility Fund
For the years ended December 31, 2012 and 2011

Uthty Fund
2012 2011
Operating Revenues
Gas Saks $ 450,831 § 562,772
Less Cost of Gas Sold (176.614) {239,388)
Gross Profit on Gas Sales 274,217 323,384
Water Sales 449,670 426,363
Sewer Service Charges 312,312 311,193
Other 27,247 23,586
Total Operating Revenues 1,063,446 1,084,526
Operating Expenses
Bad Debts 8,939 12,176
Cathodx Protection 5,733 8,009
Depreciation 235,394 228,749
Employee Benefits 95,036 82,594
Insurance - Workers Compensation 9,573 9.305
Other 33,614 40,956
Professwonal Fees 38,230 53,224
Reparmrs and Mamtenance 51,891 74,390
Salares and Wages 217,757 199,057
Suppkes 42,553 46,342
Utiltties 69,388 80,148
Water Treatment 99,907 21,659
Total Operating Expenses 908.015 856,609
Operating Income (Loss) 155,431 227917
Nonoperating Revenues (Expenses)
Interest Income 1,021 754
Interest Expense (33,320) (34,285)
Total Nonoperating Revenues (Expenses) {32,299} (33,531)
Income (Loss) Before Transfers 123,132 194,386
Contnbutions and Transfers
Capnal Contributions - 11,400
Operatmg Transfers Out (338.240) (481,771)
Change in Net Position (215,108) (275,985)
Total Net Position, Beginning 3,143,345 3.419,330
Total Net Position, Ending $ 2,928,237 $ 3,143,345

See independent auditor’s report
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Schedule 7
Town of Kentwood
Schedules of Cash Flows
Proprietary Fund Type - Utility Fund
For the year ended December 31, 2012 and 2011
Utility Fund
2012 2011

Cash Flows From Operating Activities

Receved From Customers $ 1,230,990 $ 1,369,141
Recemved for Meter Depost Fees 6,568 5,981
Other Recepts 45911 60,047
Recerved (Payments) for Interfund Services 250 7,750
Payments for Operations (536,654) (569,066)
Payments to Employees (307,004) (283,221)
Net Cash Provided (Used) by Operatmg Actvities 440,061 590,632
Cash Flows From Noncapital Financing Activities
Transfers From (To) Other Funds (338,240) (481,771)
Net Cash (Used) by Noncaptal Fmancing Activites (338,240) (481,771)
Cash Flows From Capital and Related Financing Activities
Captal Contributions Received - 11,400
(Payments for) Captal Acqusstions (46,258) (25,268)
Prncipal Proceeds from (Repayments for) Long Term Debt (19,779) (18,817)
Interest Payments for Long Term Debt (33,401) (34,363)
Net Cash Provded (Used) by Capital and Related Fmancmg Actvities (99,438) (67,048)
Cash Flows From Investing Activities
Recept of Interest 1,021 754
Net Cash Provided by Investmg Activities 1,021 754
Net Cash Increase (Decrease) in Cash and Cash Equivalents 3,404 42,567
Cash and Cash Equivalents, Beginning of Year 723,388 680,821
Cash and Cash Equivalents, End of Year $ 726,792 $ 723,388
Reconciliation of Cash and Cash Equivalents to the Statement of Net
Position:
Cash and Cash Equivalents, Unrestricted $ 482,008 $ 508,583
Cash and Cash Equivakents, Restricted 244,784 214,805
Total Cash and Cash Equivakents $ 726,792 % 723,388
(Contmued)
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Schedule 7
Town of Kentwood
Schedules of Cash Flows
Proprietary Fund Type - Utility Fund
For the year ended December 31, 2012 and 2011

Utility Fund
1213112 12/31/11
Reconciliation of Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities
Operatng Income (Loss) b3 155,431 § 227917
Adjustmerts to Reconcile Operatng Income (Loss) to Net Cash Provided
by Operatng Activities
Deprecation 235,394 228,749
(Increase) decrease m Accounts Recevable 18,177 68,813
(Increase) decrease m Other Recevable 18,664 36,461
(Increase) decrease m Inventory - 20,462
(Increase) decrease m Due (to) and from Other Funds 250 7,750
Increase (decrease) m Accounts Payable (4,345) (4,052)
Increase (decrease) m Compensated Absences 537 (3,579)
Increase (decrease) m Accrued Expenses 9,885 2,130
Increase (decrease) m Customer Deposits 6,568 5,981
Net Cash Provided (Used) by Operatmg Activities b3 440,061 $ 590,632
(Conchided)

See independent auditor’s report
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Town of Kentwood
Combwnng Schedule of Net Position, Proprietary Fund Type, Utility Fund
As of December 31, 2012
Gas Water Sewer Total
Assets
Current Assets
Cash and Cash Equivalents 213991 § - 5 268017 % 482,008
Recenvables, Net 140,578 15,000 - 155,578
Due From State 182 182
Total Current Assets 354,569 15,182 268,017 637,768
Restricted Assets
Restricted Cash and Cash Equivakerits 129,975 - 114,809 244,784
Total Restricted Assets 129,975 - 114,809 244,784
Property, Plant, and Equpment
Land 21,100 - - 21,100
Property, Plant and Equpment, Net 142,823 1,114,245 1,703,136 2,960,204
Total Property, Plant, and Equpment 163,923 1,114,245 1,703,136 2,981,304
Total Assets 648,467 1,129,427 2,085,962 3,863,856
Liabilities
Current Liabiltes (Payabk From Current Assets)
Accounts Payable 59,402 - - 59,402
Other Accrued Payables 24,652 - 2,701 27,353
Due To Other Funds 8,000 - - 8,000
Total Current Luabiltes (Payable From Current Assets) 92,054 - 2,701 94,755
Current Liabiltes (Payable From Restricted Assets)
Customer Depostts 54,084 75,794 - 129,878
Revenue Bonds Payable - - 20,789 20,789
Total Current Liabiltes (Payable From Restricted Assets) 54,084 75,794 20,789 150,667
Long Term Liabiltes
Bonds Payable - - 636,464 636,464
Other Post Employment Benefit Oblgation 1,434 1,482 1,864 4,780
Accrued Skck Leave Convertibk to Retrement 48,953 - - 48,953
Total Long Term Labiltes 50,387 1,482 638,328 690,197
Total Liabilities 196,525 77,276 661,818 935,619
Net Posifion
Net Investment m Captal Assets 2,324,051
Restricted for
Captal Projects and Debt Service 114,906
Unrestricted 489,280
Total Net Position $ 2928237

See independent auditor’s report
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Town of Kentwood

Schedule 9

Combmmg Schedule of Revenues, Expenses and Changes m Net Position
Propnetary Fund Type, Uttty Fund
For the year ended December 31, 2012

Operating Revenues
Gas Sales

Less Cost of Gas Sold
Gross Proft on Gas Sales

Water Sales
Sewer Service Charges
Other

Total Operating Revenues

Operating Expenses
Bad Debts
Cathodx Protection
Depreciation
Employee Benefits
Insurance - Workers Compensation
Other
Professional Fees
Reparrs and Mamtenance
Salanes and Wages
Supples
Utiliies
Water Treatement

Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)

Interest Income
Interest Expense
Total Nonoperating Revenues (Expenses)

Income (Loss) Before Transfers

Contnbutions and Transfers
Capttal Contributions
Operatmg Transfers [n
Operatmg Transfers Out

Change in Net Position
Total Net Position, Beginning
Total Net Position, Ending

See independent auditor’s report

$

Gas Water Sewer Total

450,831 § - $ - $ 450,831

(176,614) - - (176,614)
274,217 - - 274,217
- 449,670 - 449,670
- - 312,312 312,312
11,237 9,813 6,197 27,247
285,454 459,483 318,509 1,063,446
2,980 2,980 2,979 8,939
5,733 - - 5,733
9,627 73,122 152,645 235,394
56,590 28,062 10,384 95,036
5,663 3,216 694 9,573
18,055 9,781 5,778 33,614
16,371 17,173 4,686 38,230
4,728 24,516 22,647 51,891
137,196 63,650 16,911 217,757
13,348 26,498 2,707 42,553
- 45,159 24,229 69,388
- 99,907 - 99,907
270,291 394,064 243,660 908,015
15,163 65,419 74,849 155,431
581 193 247 1,021

- - (33,320) (33,320)

581 193 (33,073) (32,299)
15,744 65,612 41,776 123,132

- {338,240) - (338,240)

15,744 (272,628) 41,776 (215,108)
3,143,345

§ 2928297
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Town of Kentwood

Schedule of Revenues, Expenses and Changes in Net Position
Budget (GAAP Basis) and Actual, Proprietary Fund Type, Gas Utility System

Operating Revenues
Gas Sales
Less Cost of Gas Sold
Gross Profit on Gas Sales

QOther
Bad Debt Recoveres
Miscellaneous
Penalties

Total Operating Revenues

Operating Expenses
Bad Debts
Cathodic Protection
Depreciation
Employec Benefits

Health Insurance
Life Insurance
Payroll Taxes
Retrement

Insurance - Waorkers Compensation

Other
Computer Expenses
DOT Drug Testing
Gas Leak Survey
Gas Operator Certification
Fuel
Meter Readmng
Miscellaneous
Office Expense
Professional Fees
Reparrs and Mamtenance
Salanes and Wages
Supphes
Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses)

Interest Income

Total Nonoperating Revenues (Expenses)

Income (Loss) Before Transfers

Transfers
Operatmg Transfers Out

Change in Net Position

See independent auditor’s report

For the year ended December 31, 2012

Schedule 10

Varnance
Favorable
Budget Actual (Unfavorable)
$ 421,500 $ 450,831 § 29,331
(180.000) (176,614) 3,386
241,500 274,217 32,717
1,000 743 (257)
7,100 6,438 (662)
4,500 4,056 (444)
254,100 285.454 31.354
5,000 2,980 2,020
5,800 5,733 67
9,500 9.627 (127)
35,000 35,429 (429)
600 534 66
10,100 10,033 67
11,000 10,594 406
5,500 5,663 (163)
500 - 500
600 497 103
1,500 1,429 71
4,200 4,150 50
6.200 5,270 930
5,500 5,166 334
100 1,053 (953)
500 490 10
16,000 16,371 371)
9,200 4,728 4,472
133,000 137,196 (4,196)
12,300 13,348 (1,048)
272,100 270,291 1,809
(18.000) 15,163 33.163
650 581 (69)
650 581 69)
(17,350) 15,744 33.094
(377.000) - 377.000
$ _(394350) $ 15,744 § 410,094
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Budget (GAAP Basis) and Actual, Propnetary Fund Type, Water Utility System
For the year ended December 31, 2012

Town of Kentwood
Schedule of Revenues, Expenses and Changes in Net Position

Schedule 11

Vanance
Favorable
Budget Actual (Unfavorable)
Operating Revenues
Water Sales $ 450,400 $ 445670 $ (730)
Delnquent Charges 4,300 1,266 (3,034)
Mucellaneous 6,200 4,868 (1,332)
Safe Drmkmg Water Fee 3,700 3,679 (21)
Total Operating Revenues 464,600 459,483 (5,117)
Operating Expenses

Bad Debts 5,000 2,980 2,020

Depreciation 75,000 73,122 1,878

Employee Benefits

Health Insurance 17,500 17,445 55
Lde Insurance 306 267 33
Payroll Taxes 5,450 5,347 103
Retrement 5,100 5,003 97

Insurance - Workers Compensation 3,300 3,216 84

Other

Computer Expenses 500 751 (251)
Department of Environmental Qualtty Fees 4,500 4,737 (237)
Fuel 2,800 2,198 602
Office Expense 1,400 941 459
Safe Drmkmg Water Fee 3,000 1,154 1,846

Professonal Fees 41,000 17,173 23,827

Repars and Mamtenance 39,000 24,516 14,484

Salanics and Wages 62,500 63,650 (1,150)

Supphes 27,500 26,498 1,002

Utilies - Pump Electrictty 46,000 45,159 841

Water Treatment 129,000 99,907 29,093
Total Operating Expenses 468,850 394,064 74,786
Operating Income (Loss) _ (4,250) 65,419 69,669
Nonoperating Revenues (Expenses)

Interest Income 200 193 (7)
Total Nonoperating Revenues (Expenses) 200 193 (7
Income (Loss) Before Transfers {4,050) 65,612 69,662
Contnbutions and Transfers

Capial Contributions - - -

Operatmg Transfers In - - -

Operatng Transfers Out - (338,240) (338,240)
Change mm Net Position $ (4,050) $ (272,628) $ (268,578)

See independent aud:tor’s report
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Schedule 12
Town of Kentwood
Schedule of Revenues, Expenses and Changes in Net Position
Budget (GAAP Basis) and Actual, Proprietary Fund Type, Sewer Utility System
For the year ended December 31, 2012

Variance
Favorable
Budget Actual (Unfavorable)
Operating Revenues
Sewer Charges $ 313,500 $ 312312 § (1,188)
Other
Msscellaneous 1,000 2,118 1,118
Penales 4,400 4,079 (321)
Total Operating Revenues 318,900 318,509 (391)
Operating Expenses
Bad Debts 5,000 2,979 2,021
Deprecation 154,000 152,645 1,355
Employee Benefits
Health Insurance 6,300 7,621 (1,321)
Life Insurance 200 134 66
Payroll Taxes 1,350 1,281 69
Retrement 1,500 1,348 152
Insurance - Workers Compensation 1,000 694 306
Other
Analyss Fee 4,300 3,880 420
Fuel 2,000 1,876 124
Office Expense 500 22 478
Professional Fees 14,500 4,686 9,814
Repamrs and Mamtenance 28,800 22,647 6,153
Salanes and Wages 17,500 16,911 589
Supples 3,700 2,707 993
Utilities 24,000 24,229 (229)
Total Operating Expenses 264,650 243,660 20,990
Operating Income (Loss) 54.250 74,849 20,599
Nonoperating Revenues (Expenses)
Interest Income 250 247 3)
Interest Expense (34,000) (33,320) 680
Total Nonoperating Revenues (Expenses) (33,750) {33,073) 677
Income (Loss) Before Transfers 20,500 41,776 21,276
Change in Net Position 3 20,500 $ 41,776 § 21,276

See independent auditor’s report
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Schedule 13

Town of Kentwood
Schedule of Sewer Rates
Proprietary Fund Type
For the year ended December 31, 2012

Sewer

Residential Rates

Commercial Rates

$ 2200 - Flat Monthly Rate $ 4200
25200
627 00
2200
095

1278 80

See independent auditor’s report

Commercial Rate 1 - Flat Monthly Rate
Commercial Rate 2 (Schools) - Flat  Monthly Rate
Commercial Rate 3 (Nursmg Home) - Flat Rate
Commercal Rate 4 (Churches) - Flat Rate

Commercial Rate 5 (Metered) - Per 1,000 Gallons of Water
Commerical Rate 6 (Tourist Center) - Flat Monthly Rate

Schedule 14

Town of Kentwood
Schedule of Number of Sewer, Water and Gas Customers
Proprietary Fund Type
For the year ended December 31, 2012

Residential Commercial Total
Sewer 748 106 854
Water 842 150 992
Gas 397 66 463

See independent auditor’s report



Schedule 15
Town of Kentwood
Schedules of Gas Sales and Purchases
Proprietary Fund Type - Gas Utility System
As of December 31, 2012 and 2011

Enterpnse Funds
2012 2011
Gas Sales and Purchases
Gas Sales
Volume mef (Thousand Cubic Feet) 45,158 49,861
Dollar Amount $ 450,831 § 562,772
Cost of Gas Sold
Volume mef (Thousand Cubic Feet) 52,216 54,936
Dollar Amount ) 176,614 $ 239,388
Gross Profit $ 274217 % 323,384
Gross Profit Percentage of Sales 61% 51%
Unaccounted for Gas Purchases
Volume mef (Thousand Cubic Feet) 7,058 5,075
Average Cost of Unaccounted for Gas $ 23873 § 22,115
Percentage of Purchases 14% %
Number of Customers at Year End
In Service, Industrial 2 2
In Servce, Other 461 458
Total 463 460
Average Sales Per Customer
Vohme mef (Thousand Cubic Feet) 98 108
Dollar Amount $ 974 § 1,223
Average Sales Per Thousand Cubic Feet
Gas Sales, Industral $ 584 § 702
Gas Sakes, Other 5 1411 § 1526
Gas Saks $ 998 § 1130
Gas Purchases $ -338 § -4 36
Subtotal $ 660 $ 694
Unaccounted for Gas Purchases $ 046 § 040
Gross Profit $ 614 § 6 54

See independent auditor’s report
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Insurance Company / Pohcy

Town of Kentwood
Schedule of Insurance

For the year ended December 31, 2012

Schedule 16

Number Coverage Amount Penod
Southern Insurance Company General Labilty $ 1,000,000 2/1/2012 to 2/1/2013
RGP-1070148-00 Commercial Automobile 1,000,000
Darwm Select Insurance Company Pubhc Officials Professional Liability 500,000 2/1/2012 to 2/1/2013
0202-3347
Darwm Select Insurance Company Police Professional Liabilty 500,000 2/1/2012 to 2/1/2013
0202-3348
Western Surety Company
69465173 Fidelty Bond Mayor 150,000 1/28/2012 to 17282015
70986562 Fulelty Bond Clerk 150,000 1/28/2012 1o 1/28/2013
18272062 Postion Schedule 375,000 6/20/2012 10 6/20/2013
Risk Management Agency Commercal Property Coverages, as 1,501,455 372012 to 3/7/2013
UK 12000204 scheduled
Stonetrust Commercial Insurance Workers Compensation at Statutory 11/19/2012 to  11/19/2013
WCV 008 3970 01 Lmmzations
Foremost Insurance Group Commerctal Mobile Home Policy 250,000 713/2012 10 7/31/2013
444-0019223612

See independent auditor’s report
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Schedule 17
Town of Kentwood
Schedule of Compensation Paid to Board Members
For the year ended December 31, 2012
Compensation

Name and Title / Contact Number Address Received
Harold J Smith, Mayor P O Box 313 $ 30,832
(985) 229-3451 Kentwood, LA 70444
Greg Burton, Council Member 1423 Highway 1049 4435
(985) 969-0832 Kentwood, LA 70444
Mike Hall, Council Member P O Box 643 4,435
(985) 229-1929 Kentwooed, LA 70444
Scott Shaffett, Council Member 308 Avenue F 4,435
(985) 415-6459 Kentwood, LA 70444
Terrell Hookfin, Council Member 1100 Pear Street 4435
(985) 514-9950 Kentwood, LA 70444
Irma T Gordon, Council Member P O Box 454 4435
(985) 514-0785 Kentwood, LA 70444

$ 53,007

Terms end December 31, 2014 for Board Members

See independent auditor’s report
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Housing and Urban Development)
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Town of Kentwood

Schedule 18

Financial Data Schedule for PHA Number LA206 - Housing Choice Youcher Program
For the year ended December 31, 2012

Housing Chorce
Voucher

Line Account Descnption Program 14.871
Assets:
Current Assets
Cash
111 Cash - unrestricted 13,504
112 Cash - restricted - modemzation and dev -
113 Cash - other restricted 35815
114 Cash - tenant securtty deposts -
115 Cash - restricted for payment of current habilmes -
100 Total Cash 49319
Accounts and notes receivables
121 Accounts recemvable - PHA projects -
122 Accounts recewvable - HUD other projgects -
124 Accounts recevable - other government -
125 Accounts recevable - mscellaneous 2,893
126 Accounts recevabk - tenants - dwelling rents -
126 1 Allowance for doubtful accounts - dwellng rents -
126 2 Allowance for doubtful accounts - other -
127 Notes, loans, and mortgages receivable - current -
128 Fraud recovery -
1281 Allowance for doubtful accounts - fraud -
129 Accrued mterest recervable -
120 Total recervables, net of allowances for uncollectible 2,893
Current Investments
131 Investments - unrestrcted -
132 Investments - restricted -
135 Investments - restricted for payment of current habilties -
142 Prepad expenses and other assets -
143 Inventores -
1431 Allowance for obsolete mventories -
144 Interprogram due from -
145 Assets held for sake -
150 Total Current Assets 52212
Noncurrent Assets
Foxed Assets
161 Land -
162 Buildmgs -
163 Fumntture, equipment, and machmery - dwellmgs -
164 Fumntture, equipment, and machmery - admmustration 10,741
165 Leaschoid mprovements -
166 Accumulated deprecmtion (10,741)
167 Construction m progress -
160 Total Fxed Assets, net of Accumulated Depreciation -
17 Notes, bbans, and mortgages recevablk - non current -
172 Notes, loans, and mortgages recemvable - non current - past due -
173 Grants recervable - non current -
174 Other assets -
176 Investments m jomt ventures -
180 Total Noncurrent Assets -
190 Total Assets 52212

(Continued)
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Schedule 18 (Continued)

Town of Kentwood
Financial Data Schedule for PHA Number LA206 - Housing Choice Voucher Program
For the year ended December 31, 2012

Housing Choice

Voucher
Line Account Description Program 14.871
Liabihities and Equaty:
Liabiltties
Current Eabilties
31 Bank Overdraft by -
312 Accounts payable less than or equal to 90 days -
313 Accounts payable greater than 90 days -
321 Accrued wage / payroll taxes payable -
322 Accrued compensated absences - current portion -
324 Accrued contmgency labilty -
325 Accrued interest payable -
331 Accounts payable - HUD PHA programs 26
332 Accounts payable - PHA projects -
333 Accounts payable - other government -
341 Tenant security depostts -
342 Deferred revenues -
343 Current portion of long-term debt - capttal projects / mortgage revenue bonds -
344 Current portion of long-term debt - operating borrowmgs -
345 Other current liabilties 43828
346 Accrued habilties - other -
347 Interprogram due to -
348 Loan habiltty - current -
310 Total Current Liabilities 4,854
Noncurrent Liabiltes

351 Long-term debt, net of current - capital projects/mortgage revenue bonds -
352 Long-term debt, net of current - operatng borrowmgs -
353 Noncurrent lhabilties - other

354 Accrued compensated absences - noncurrent -
355 Loan hability - noncurrent -
356 FASB 5 Luabilties -
357 Accrued pension and OPEB habilities -
350 Total noncurrent habiltties -
300 Total Liabilties 4854

Equity

508 1 Invested m Caprtal Assets, Net of Related Debt -
5111 Restricted Net Assets 35814
512 Undesignated Fund Balance/Retamed Earnings -
5121 Unrestricted Net Assets 11,543
513 Total Equity / Net Assets 47357
600 Total Liabiities and Equity / Net Assets 3 52211
(Continued)
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Town of Kentwood
Financial Data Schedule for PHA Number LA206 - Housing Choice Voucher Program
For the year ended December 31, 2012

Schedule 18 (Continued)

Housing Choice
Voucher

Line Account Descnption Program 14.871
Revenue:
70300 Net tenant rental revenue $ -
70400 Tenant revenue - other -
70500 Total Tenant Revenue -
70600 HUD PHA operating grants 299,845
70610 Capttal grants -
70800 Other government grants -
71100 Investment mcome - Unrestricted -
71200 Mortgage mterest mcome -
71300 Proceeds from disposttion of assets held for sale -
71310 Cost of sale of assets -
71400 Fraud recovery 5357
71500 Other revenuce -
71600 Gam / loss on sale of fixed assets -
72000 Investment mcome - restricted -
70000 Total Revenue 305,202
Expenses
Admmistrative
91100 Admmistrative Salares 29,731
91200 Auditing Fees -
91300 Management Fee -
91310 Book-keepmg Fee 3,600
91400 Advertsmg and Marketmg -
91500 Employee benefit contributions - admmistrative 11,040
91600 Office Expenses 2975
91700 Legal Expense -
91800 Travel -
91900 Other -
91000 Total Operating Admimstrative 47346
92000 Asset Management Fee -
Tenant Services
92100 Tenant services - salares -
92200 Relocation costs -
92300 Employee benefit contributions - tenant services -
92400 Tenant services - other -
92500 Total Tenant Services -
Utltes
93100 Water -
93200 Ekectriciy -
93300 Gas -
93400 Fuel -
93500 Labor -
93600 Scwer -
93700 Employee benefit contributions - utilities -
93800 Other utilities expense -
93000 Total Utihties -
Ordmary Mamtenance and Operation
94100 Ordmary mamtenance and operations - labor -
94200 Ordmary mamtenance and operations - matermls and other -
94300 Ordmary mamtenance and operations - contract costs -
94500 Employee benefit contributions - ordmary mamtenance -
94000 Total Maintenance -
(Continued)
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Town of Kentwood

For the year ended December 31, 2012

Schedule 18 (Continued)

Fimancial Data Schedule for PHA Number LA206 - Housing Choice Voucher Program

Housing Choice
Voucher

Line Account Descnption Program 14.871
Protective Services
95100 Protective services - labor -
95200 Protective services - other contract costs -
95300 Protective scrvices - other -
95500 Employee benefit contributions - protective services -
95000 Total Protective Services -
Gencral Expenses
96110 Property msurance -
96120 Liabilty msurance -
96130 Workmen's compensation 161
96140 All other msurance -
96100 Total Insurance Premiums 161
96500 Bad debt - mortgages -
96600 Bad debt - other -
96710 Interest expense -
96800 Severance expense -
96000 Total Other General Expenses -
96900 Total Operating Expenses 47,507
97000 Excess Operating Revenue over Operating Expenses $ 257,695
Other Expenses
97100 Extraordmary mamtenance $ -
97200 Casualty losses - non-captalzed -
97300 Housmng assistance payments 262,822
97350 HAP portabilty-mn -
97400 Deprectation expense -
97500 Fraud losses -
97800 Dwellng unats rent expense -
90000 Total Expenses 310,329
Other Financing Sources (Uses)
10010 Operating transfers m -
10020 Operatmg transfers out -
10030 Operatmg transfers from/to prmary government 16,000
10040 Qperatmg transfers from/to component untt -
10070 Extraordmary tems (net gam/loss) -
10080 Specnl tems (net ganvloss) -
10093 Transfers between program and propct-m 737
10094 Transfers between program and project-out -
10100 Total Other Financing Sources (Uses) 16,737
10000 Excess (Deficiency) of Total Revenue Over (Under) Total Expenses $ 11,610
Memo Account Information
11020 Requred Annual Debt Principal Payments -
11030 Bepgmnmg Equity 35,748
11040 Prior period adjustments, equity transfers and correction of errors -
11170 Admmnsstrative fee equity 11,543
11180 Housmg assistance payments equity 35814
11190 Untt months available 828
11210 Number of unt month's keased 708
{Concluded)

See independent auditor’s report
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Town of Kentwood

Schedule 19

Fmancial Data Schedule for PHA Number LA206 - Disaster Voucher Program

For the year ended December 31, 2012

14.871
Disaster
Voucher
Line Account Descnption Program {DVP)
Assets:
Current Assets
Cash
111 Cash - unrestricted -
112 Cash - restricted - modermmzation and dev -
113 Cash - other restrcted -
114 Cash - tenant securrty depostts -
115 Cash - restricted for payment of current habiltties -
100 Total Cash -
Accounts and notes recevables
121 Accounts recewvable - PHA projects -
122 Accounts recewvable - HUD other projects -
124 Accounts recevabk - other govemment -
125 Accounts recervable - miscellaneous -
126 Accounts recevable - tenants - dwellmg rents -
126 1 Allowance for doubtful accounts - dwelling rents -
126 2 Allowance for doubtful accounts - other -
127 Notes, loans, and mortgages recervabk - current -
128 Fraud recovery -
128 1 Allowance for doubtful accounts - fraud -
129 Accrued mterest recevable -
120 Total recevables, net of allowances for uncollectible -
Current Investments
131 Investments - unrestricted -
132 Investments - restricted -
135 Investments - restricted for payment of current abilties -
142 Prepad expenses and other assets -
143 Inventores -
143 1 Allowance for obsolete mventores -
144 Interprogram due from -
145 Assets held for sale -
150 Total Current Assets -
Noncurrent Assets
Fxed Assets
161 Land -
162 Buildmgs -
163 Fumtture, cquipment, and machmery - dwellmgs -
164 Fumtture, equipment, and machmery - admmistration -
165 Leasehold mprovements -
166 Accumulated deprecation -
167 Construction m progress -
160 Total Fxed Assets, net of Accumulated Deprecration -
171 Notes, loans, and mortgages recemvable - non current -
172 Notes, loans, and mortgages recervable - non current - past due -
173 Grants recervable - non current -
174 Other assets -
176 Investments m jomt ventures -
180 Total Noncurrent Assets -
190 Total Assets -
(Continued)
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Schedule 19 (Continued)

Town of Kentwood

Financial Data Schedule for PHA Number LA206 - Disaster Voucher Program

For the year ended December 31, 2012

Disaster
Voucher
Line Account Descnption Program (DVP)
Liabihties and Equity:
Liabilrties
Current Liabilities
3N Bank Overdraft -
312 Accounts payable less than or equal to 90 days -
313 Accounts payable greater than 90 days -
321 Accrued wage / payroll taxes payable -
322 Accrued compensated absences - current portion -
324 Accrued contmgency hability -
325 Accrued mterest payable -
331 Accounts payable - HUD PHA programs -
332 Accounts payable - PHA projects -
333 Accounts payable - other government -
341 Tenant security depostts -
342 Deferred revenues -
343 Current porticn of long-term debt - caprtal projects / mortgage revenue bonds -
344 Current portion of long-term debt - operating borrowmgs -
345 Other current habilties -
346 Accrued labiltties - other -
347 Interprogram due to -
348 Loan habilty - current -
310 Total Current Liabilties -
Noncurrent Labilties
351 Long-term debt, net of current - caprtal projects/mortgage revenue bonds -
352 Long-term debt, net of current - operating borrowngs -
353 Noncurrent labities - other
354 Accrued compensated absences - noncurrent -
355 Loan hability - noncurrent -
356 FASB 5 Labilties -
357 Accrued pension and OPEB labilities -
350 Total noncurrent Labiltties -
300 Total Liabilties -
Equmy
508 1 Invested n Capital Assets, Net of Related Debt -
5111 Restricted Net Assets -
512 Undesignated Fund Balance/Retamed Earnings -
51211 Unrestricted Net Assets -
513 Total Equity / Net Assets -
600 Total Liabihties and Equity / Net Assets -
(Continued)
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Town of Ke ntwood

Schedule 19 (Continued)

Financial Data Schedule for PHA Number LLA206 - Disaster Voucher Program

For the year ended December 31, 2012

Disaster
Voucher
Line Account Description Program (DVP)
Revenue:
70300 Net tenant rental revenue $ -
70400 Tenant revenue - cther -
70500 Total Tenant Revenue -
70600 HUD PHA operatmg grants -
70610 Capntal grants -
70800 Other government grants -
71100 Investment mcome - Unrestricted -
71200 Mortgage mterest mcome -
71300 Proceeds from disposition of assets held for sale -
71310 Cost of sale of assets -
71400 Fraud recovery -
71500 Other revenue -
71600 Gam / loss on sale of fixed assets -
72000 Investment ncome - restricted -
Total Revenue -
Expenses
Admmistrative
91100 Admmistrative Salaries -
91200 Audnmg Fees -
91300 Management Fee -
21310 Book-keepmng Fee -
91400 Advertismg and Marketmg -
91500 Employee benefit contributions - admmnistrative -
91600 Office Expenses -
91700 Legal Expense -
91800 Travel -
91900 Other -
91000 Total Ope mting Admmstrative -
92000 Asset Management Fee -
Tenant Services
92100 Tenant services - salares -
92200 Relocation costs -
92300 Employee bencfit contributions - tenant services -
92400 Tenant services - other -
92500 Total Tenant Services -
Utiditics
93100 Water -
93200 Electricity -
93300 Gas -
93400 Fuel -
93500 Labor -
93600 Sewer -
93700 Employee benefit contributions - utilities -
93800 Other utilities expense -
93000 Total Unilities -
Ordmary Mamtenance and Operation
94100 Ordmary mamtenance and operations - labor -
94200 Ordmary mamtenance and operations - materials and other -
94300 Ordmary mamtenance and operations - contract costs -
94500 Employee benefit contributions - ordmary mamtenance -
94000 Total Mainte nance -
{Continued)
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Schedule 19 (Continued)

Town of Kentwood
Financial Data Schedule for PHA Number LA206 - Disaster Voucher Program
For the year ended December 3t, 2012

Disaster
Voucher
Line Account Description Program (DVP)
Protective Services
95100 Protective services - labor -
95200 Protective servkes - other contract costs -
95300 Protective services - other -
95500 Employee benefit contributions - protective services -
95000 Total Protective Services -
General Expenses
96110 Property msurance -
96120 Lmability msurance -
96130 Workmen's compensation -
96140 All other msurance -
96100 Total Insurance Premuums -
Other General Expenses
96500 Bad debt - mortgages -
96600 Bad debt - other -
96710 Interest expense -
96800 Scverance expense -
96000 Total Other General Expenses -
Total Operating Expenses -
97000 Excess Operating Revenue over Operating Expenses s -
Other Expenses
97100 Extraordmary mamtenance 3
97200 Casualty losses - non-capnalzed
97300 Housmg assitance payments -
97350 HAP portabilty-m
97400 Deprecmtion expense -
97500 Fraud losses -
97800 Dwellng unis rent expense -
90000 Total Expenses -
Other Financing Sources (Uses)
10010 Operatmg transfers m -
10020 Operatmg wansfers out -
10030 Operating transfers from/to prmary government -
10040 Operatmg transfers from/to component unt -
10070 Extraordmary ntems (net gam/loss) -
10080 Special tems (net gam/loss) -
10093 Transfers between program and project-m
10094 Transfers between program and project-out (737)
10100 Total Other Financing Sources (Uses) (737)
10000 Excess (Deficiency) of Total Revenue Over (Under) Total Expenses $ (737)
Memo Account Information
11020 Requred Annual Debt Prncpal Payments -
11030 Begmning Equity 6,281
11040 Prior period adjustiments, equity transfers and correction of errors (5.544)
11170 Admmnistrative fee equity -
11180 Housmg assistance payments equity -
11190 Unrt months available -
11210 Number of unt month's keased -
{Concinded)

See independent auditor s report
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Town of Kentwood
Schedute of Expenditures of Federal Awards
For the Year Ended December 31, 2012

Federal Grantor, Federal
Pass-Through Grantor, CFDA
Program Title Number

Pass Through Entity
Identification
Number

Schedule 20

Federal
Expenditures

United States Department of Housing & Urban Development Direct Program
Section 8 Housing Choice Vouchers 14 871

(Major Program)

United States Department of Housing & Urban Development Pass Though Program
Admimstered thru Lowsiana Housing Finance Agency
Neighborhood Stabilization Program (Federal
NSP Funds)
Community Development Block Grants/State's
Entitlement and Non-Entitlement Grants 14 228

BN-08DN-22-0001

$ 310,329

10.670

Total United States Department of Housing & Urban Development

United States Department of Interior Pass Through Program
Administered thru Louisiana Land & Water Conservation Fund
Outdoor Recreation-Acquisition, Development, & Planning 15916

United States Department of Transportation Pass Through Program
Administered thru Louisiana State Parks
Divisien of Outdoor Recreation
Recreational Trails Program 20219

United States Department of Agriculture Pass Through Program
Administered thru Lowmsiana Department of Agriculture & Forestry
Cooperative Forestry Assistance 10 664

Total Expenditures of Federal Awards

Note 1 - Basis of Presentation

22.00893

50-MF2-05B-01

720876366

320,999

150,208

93,942

3,414

$ 568,563

The Schedule of Expenditures of Federal Awards includes the grant activity the Town of Kentwood and 15 presented on the
accrual basis of accounuing The information n this schedule 1s presented 1n accordance with the requirements of OMB
Circular A-133, Audits of State and Local Governments, and Non-Profit Orgamizations, therefore, some amounts presented in
this schedule may differ from amounts presented 1n, or used in the preparation of the basic financial statements

See independent auditor's report
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B BRANDY WESTGCOTT, LLG

B PA CERTIFIED PUBLIC ACCOUNTANT T~ 5g 50K 1147 - SPRINGFIELD, LA » 70462

225 361 9262 * FAX 225 294 2564

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Harold J. Smith and
Members of the Board of Alderman
Town of Kentwood, Louisiana

I have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, 1ssued by the
Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the Town of
Kentwood, Louisiana {the “Town"} as of and for the year ended December 31, 2012, and the related notes
to the financial statements, which collectively comprise the Town's basic financial statements, and have issued
my report thereon dated June 28, 2013

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, | considered the Town’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Town's internal control  Accordingly, 1 do not express an
opinion on the effectiveness of the Town's internal control

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

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

A significant deficiency 1s a deficiency, or a combination of deficiencies, in internal control that 1s less severe
than a material weakness, yet important enough to merit attention by those charged with governance |
consider the deficiency described in the accompanying schedule of findings and questioned costs as Finding
2012-3 to be a significant deficiency
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free from
matenial misstatement, | performed tests of its complhance with certain provisions of laws, regulations,
contracts, and grant agreements, noncomplhance with which could have a drect and matenal effect on the
determination of financial statement amounts However, providing an opimion on comphance with those
provisions was not an objective of my audit, and accordingly, | do not exprass such an apinion The results
of my tests disclosed instances of noncomphance or other matters that are required to be reported under
Goavernment Auditing Standards and which are descrnibed in the accompanying schedule of findings and
questioned costs as Finding 2012-2 and Finding 2012-4

Town of Kentwood, Louisiana's Response to Findings

The Town's response to the findings identified in my audit 1s described in the accompanying schedule of
findings and responses The Town's response was notsubject to the auditing procedures applied in the audit
of inancial statements and, accordingly, | express no opinion on it

Purpose of This Report

The purpose of this report Is solely to descnbe the scope of my testing of internal control and compliance and
the resuits of that testing, and not to provide an epinion on the effectiveness of the entity's internal control or
on comphance This reportis an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internai control and compliance Accordingly, this communication 1s not
suitable for any other purpose.

Sincerely,
BRANDY WESTCOTT, LLC

B Lo, A

Brandy Westcott Garcia, CPA
Member

June 28, 2013
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

The Honorable Harold J Smith and
Members of the Board of Alderman
Town of Kentwood, Louisiana

Report on Compliance for Each Major Federal Program

| have audited, the Town of Kentwood's (the “Town") compliance with the types of compliance requirements
described in the OMB Circular A-133 Comphance Supplement that could have a direct and matenal effect
on each of the Town's major federal programs for the year ended December 31, 2012 The Town's major
federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs

Management’'s Responsibility

Management is responsible for compltance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs

Auditor's Responsibility

My responsibility 1s to express an opinion on complhance for each of the Town's major federal programs
based on my audit of the types of compliance requirements referred to above | conducted my audit of
compliance in accordance with auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Com ptrolier General of the United States, and OM8 Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations Those standards and OMB Circular A-133 require that | plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred An audit
includes examining, on a test basis, evidence about the Town's compliance with those requirements and
performing such other procedures as | considered necessary in the circumstances

| beheve that my audit provides a reasonable basis for my opinion on compliance for each major federal
program However, my audit does not provide a legal determination of the Town's compliance

Basis for Qualified Opinion on Section 8 Housing Choice Vouchers Program

As described in in the accompanying schedule of findings and questioned costs, the Town did not comply
with requirements regarding CFOA 14 871 Section 8 Housing Choice Vouchers as described in Finding 2012-
5 for Special Tests and Provisions Compliance with such requirements is necessary, in my opinion, for the
Town, to comply with the requirements applicable to that program
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Qualified Opinion on Section 8 Housling Choice Vouchers Program

In my opinion, except for the noncompliance described in Basis for Qualfied Opinion paragraph, the Town
complied, in allmatenal respects, with the types of comphance requirements referred to above that could have
a direct and material effect the Section 8 Housing Choice Vouchers program for the year ended December
31,2012

Other Matters

The Town's responses to the noncompliance findings identified in my audit are descnbed in the accompanying
schedule of findings and questioned costs The Town's responses were subjected to the auditing procedures
appled In the audit of compliance and, accordingly, | express no opinion on the responses.

Internal Control Over Compliance

Management of the Town 1s responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above In planning and performing my
audit, I considered the Town's internal control over comphance with the types of requirements that could have
a direct and matenal effect on each major federal program to determine the auditing procedures that are
appropnate in the circumstances for the purpose of expressing my opinton on comphance for each major
federal program and to test and report on internal control ever compliance in accordance with OMB Circular
A-133, but not for the purpose of expressing an opinion on the effactiveness of internal control over
complance Accordingly, t do not express an opinion on the effectiveness of the Town's internal control over
comphance

My consideration of internal control over comphance was for the hmited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
materialweaknesses orsignificantdeficiencies and therefore, matenalweaknesses or significant deficiencies
may exist that were not identified However, as discussed below, | identified certain deficiencies in internal
control over compliance that | consider to be matenal weaknesses

A deficiency in internal control over comphance exists when the design or operation of a contro! over
complance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis A matenial weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such thatthere i1s a reasonable possibility that
material honcompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis A significant deficiency in internal control over comphance 1s a
deficiency, or combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that 1s less severe than a matenal weakness in internal control over
compliance, yet important enough to ment attention by those charged with governance | consider the
deficiencies Iin internal control over compliance described in the accompanying schedule of findings and
questioned costs as Finding 2012-6 and 2012-7 to be matenal weaknesses

The Town's responses to the internal control findings identified in my audit are descrnbed in the accompanying
schedule of findings and questioned costs The Town's responses were subjected to the auditing procedures
apphed in the audit of compliance and, accordingly, | express no opinion on the responses
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The purpose of this report on internal control aver comphance 1s solely to descrbe the scope of my testing
of internal control over compliance and the results of that testing based on the requirements of OMB Circular
A-133 Accordingly, this report i1s not suitable for any other purpose.

Sincerely,

BRANDY WESTCOTT, LLC

B Lue, (P

Brandy Westcott Garcia, CPA
Member

June 28, 2013
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Town of Kentwood
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2012

Section | Summary of Auditor’'s Reports

Financial Statements

Type of auditor's report 1ssued Unqualified

Internal Control over Financial Reporting

* Material weakness(es) identified? X yes no

» Significant deficiency(ies) identified? X __yes none reported

Noncompliance matenal to financial
statements noted? X __yes no

Federal Awards

Internal control over major programs

* Matenal weakness(es) identified? X _yes no

» Significant deficiency(lies) identified? yes X___none reported

Type of auditor’'s report iIssued on compliance
for major programs Qualfied

Any audit findings disclosed that are required
to be reported in accardance with Section
510(a) of OMB Circular A-1337 X yes no

Identification of Major Programs

CFDA Number(s) Name of Federal Program (or Cluster)

14 871 US Department of Housing and Urban Development
Section 8 Housing Choice Vouchers

Dollar threshold used to distinguish between Type A and Type B Programs  $ 300,000

Is the auditee a low-nsk auditee? yes X no
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Section ll Financlal Statement Findings

Finding 2012-1 Management Override of internal Controis (Material Weakness)

Criteria The Town maintains that as part of its internal control system over financial reporting, the following
controls have been implemented specifically related to police fuel purchases

1 Use of the Fueltrac (Voyager Fleet Systems),

2 Review of fuel invoices prior to payment of the invoice Unusual items are routed to department
heads for detalled review and investigation of such items, and

3 Budget to actual compansons are performed regularly by the Mayor and Town's Financtal Officer
Unusual tems are routed to department heads for detalled review and investigation of such items

Condition Budgetto actual comparnsons performed regularly identified police department fuel purchases as
an unusual tem The department head, the Town's Chief of Police, was notified immediately of the unusual
item within his department Additionally, allegations of mproper use of the Town's Fueltrac fuel cards were
made by officers and were reported to the Town’s Chief of Police According to the Town's Chief of Police
{the "Chief"), he then began his investigation by reviewing the fuel invoices and monitoring fuel purchases

According to the Chief, he reviewed the 2012 fuel invoices and noted no unusual activity on the invoices
However, a subsequent investigation performed by the Town’s attorney and the procedures performed as part
of the audit of the Town's 2012 basic financial statements identified unusual transactions as follows

* Instances of unusual fuel consumption,

+ Incorrect mileage entries [some of which appeared to be the result of fuel card usage on a vehicle
other than the vehicle assigned to that card (once done by the Police Chief)],

* Unusual and frequent o1l and vehicle accessory purchases, and
*» Purchases coded as “food” purchases on the invoices

Incorrect mileage entries skew the mileage and consumption numbers presented cn the fuel invoice Using
fuel cards outside of the assigned vehicle can also affect the mileage and consumption presented on the
invoice and hinder a proper review of consumption as well as making it difficult to track oil and accessory
purchases on each vehicle

There was no evidence provided that would support timely and proper identification and investigation by the
Chief of the unusual fuel consumption, incorrect mileage entries, or the unusual and frequent oil and
accessory purchases Food purchases appearing on the invoices were deemad by the Chief of Palice to be
automobile fluid purchases misrepresented as food on the invoice However, little evidence was provided that
would support proper and timely identification or investigation by the Chief of these “food" transactions or that
would support his determination that these items were misrepresented on the invoices

The following additional information was noted dunng auditing procedures that relate to purchases coded as
*food” on fuel invoices

. The unit prices of all of these transactions noted during auditing procedure were found to be
consistent with the pricing of a large percentage of items at the retail location from where the
purchases were made Specifically, the unit prices were found to be consistent with the pricing of
transmission and other automobile fluids as well as many food and beverage items,

. One particular month's purchases included a total number of items purchased that exceeded the
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vehicle's oil or transmission fluid capacity measured in quarts,

. All 2012 purchases of non-fuel tems from one particular retail store are coded as “FOOD" on the
2012 invoices, and

. All 2012 purchases of non-fuel items from this one particular retail store and that are coded as
*food” were purchased by only one Town officer, per the 2012 fuel invoices

Finally, all receipts for purchases made on the fuel cards in 2012 were not maintained by the Chief As such,
only one rece:pt related to purchases coded as "food” in 2012 was able to be provided during auditing
procedures The following was noted regarding this particular purchase and the receipt provided The
cdometer reading on the invoice did not agree to the odometer reading on the invoice for this purchase (10
mile difference} The receipt displayed the purchase of ATF (automatic transmission fiuid) (quantity 3) while
the invoice stated "FOOD" (quantity 3) However, the unit price on the receipt did not represent a unit price
which would then extend to the total Rather, it displayed the total for the entire quantity purchased as both
the "price” and the extended “total® The unit price when calculated as the total per the receipt divided by the
quantity purchased agreed to the invoice unit pnce This unit price was found to be consistent with
transmission fluid pricing within the store, but also consistent with other items in the store such as food and
beverage items

Cause Failure of the Town's Chief of Police to perform timely and proper investigations of unusual police fuel
transactions

Effect The failure to properly identify and investigate unusual fuel consumption by Town's Chief of Police,
could result in the misappropnation of the Town's assets Additionally, failure by the Chief to identify and
investigate other unusual transactions on the fuel invoices, such as those discussed above, could also result
in the misappropnation of the Town's assets

Incorrect mileage entries at the time of purchase represent an override of the :nternal controls incorporated
into the Fueltrac cards as well as the Town's internal controls over police fuel purchases, which could result
is the misappropnate of the Town’s assets

Additionally, the lack of supporting documentation maintained by the Chief for the 2012 purchases coded as
*food” on the invoices leaves these transactions as unsubstantiated and possibly improper and further
demonstrates a failure to properly investigate unusual fuel transactions

Finally, the failure of the Chief in identifying these transactions as unusual and possibly improper as well as
his failure to investigate them properly and timely, represents a management override of internal controls over
police fuel purchases

The above described control deficiencies caused by management override of controls 1s considered a
material weakness in operating effectiveness of the Town's internal controls over financial reporting

Recommendaticn The Town's Chief of Police should monitor fuel consumption and purchases regularly for
his department, The Chief should maintain receipts for fuel card purchases The Chief should perform timely
and proper invaestigation of unusual fuel transactions and take disciplinary action as appropriate Finally, the
Chef should maintain documentation of such inveshgations and any and all actions taken as a result

Management's Response The Town’s Chief of Police has begun mamntaining fuel card receipts He has
begun using the receipts as well as activity reports as necessary to investigate unusual transaction on the fuel
invoices The Chief has communicated the importance of proper mileage entry to all of tus officers and
intends to follow up on exceptions and take disciphnary action as appropriate Person Responsible for
Resolution Chief Greg Newton Anticipated Date of Finding Resolution July 1, 2013
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Finding 2012-2 Traffic Citations (Noncompliance)

Crniteria Louisiana Revised Statue 32 398 1 requires that a record must be maintained for each citation book
issued to officers and each citation contained therein Additionally, Louisiana Revised Statue 32 398 2 outlines
the legal and proper procedures for disposal of issued traffic citations This statute requires the following
traffic citations be returned to the chief admunistration officer (1) A copy of every citation 1ssued, and {2} All
copies of every traffic citation which has been spoitled or upon which an entry has been made without having
iIssued the citation

Condition While the Town's police department maintains record of each ticket book 1ssued and the citations
therein at the time of 1Issuance, the Town did not account for all icket numbers thereafter Procedures
performed as part of the audit of the Town's 2012 basic financial statements audit procedures identified
several tickets that were issued to officers as unaccounted for by the Town's Chief of Police and not
processed through the court The Chief of Police and the police clerk were unaware that the tickets were
unaccounted and had not been processed

Cause The Town's police department did not have a written policy on traffic citation disposition and did not
enforce the precedures outlined in the above referenced statutes

Effect Noncomphance with the above references statute

Recommendation The Town's Chief of Police shouid develop wnitten procedures for traffic citations in
accordance with state statue and monitor compliance with these procedures

Managements Response The Town's Chief of Police 1s currently drafting wntten traffic citation procedures
Each officer will review a copy of the procedures and sign as acknowledgment of receipt and understanding
ofthe procedures The Town's Chief of Police will further monitor compliance with these procedures Person
Responsible for Resolution Chief Greg Newton Anticipated Date of Finding Resaolution July 30, 2013

Finding 2012-3 Lack of Internal Controls Over Traffic Citations (Significant Deficlency)

Crtena A properly designed and implemented internal control system over financial reporting provides,
among other things, reasonable assurance that financial data 1s accurate and complete and that Town's
assets are properly safeguarded

Condition The Town'’s police department did not have adequate internal controls surrounding traffic citations
as demonstrated in Finding 2012-2

Cause Failure to design and mplement adequate internal controls

Effect Failure to design and implement adequate internal controls over police citations could result in the
misappropnation of the Town's assets and create inaccurate and incomplete financial data related to traffic
citations and represents a significant deficiency in the design of the Town's internal control over financial
reporting

Recommendation The Town's Chief of Police should develop written procedures for traffic citations in
accordance with state statue and monitor compliance with these procedures

Managements Response The Town's Chief of Police i1s currently drafting written traffic citation procedures
Each officer will review a copy of the procedures and sign as acknowledgment of receipt and understanding
of the procedures The Town’s Chief of Police will further monitor compliance with these procedures Person
Responsible for Resolution Chief Greg Newton Anticipated Date of Finding Resolution July 30, 2013
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Finding 2012-4 Budget Control Compiiance (Noncompliance)

Cntena Louisiana Revised Statue 39 1311 requires that total expenses and other uses must not exceed
budgeted expenses and other uses by 5% or more and revenues and other sources must meet budgeted
revenue and other sources by 5% or less

Condition The Town's revenues and other sources in the General Fund falled to meet budgeted revenue and
other sources by an amount greater than 5%

Cause The Town budgeted the receipt of grant funds related to the recreation park capital project within the
General Fund However, the funds were accounted for separately within a Capital Project Fund for financial
reporting purposes, causing the variance in the General Fund budget

Effect Noncompliance with the above references statute
Recommendation The budget should be amended when budget vanances are greater than 5% are evident

Managements Response Management will continue to closely monitor the budget for necessary budget
amendments, and grants that will be reported separately for financial reporting purposes will be budgeted
saparately Person Responsible for Resolution Michelle Anthony Anticipated Date of Finding Resolution
December 31, 2013

Section lll Federal Award Findings and Questioned Costs

Finding 2012-5 Housing Choice Vouchers Program (Noncompliance)

Federal Program Section 8 Housing Choice Vouchers CFDA 14 871 for the Federal Award Year 2012
received from the Department of Housing and Urban Development

Compliance Requirements Special Tests and Provisions
Cntena See each item below

4 Rent Reasonableness - The Town's administrative plan must state the method used to determine that
the rent to owner 1s reasonable The Town must determine that the rent to owner is reasonable at the
time of imitial leasing Also, the Town must determine reasonable rent during the term of the contract (a)
before any increase in rent to owner, and (b) at the HAP anniversary date if there is a five percent
decrease in published Fair Market Rent in effect 60 days before the HAP contractanniversary The Town
must also maintain records to document the basis for the determination that the rent to owner 1s a
reasonable rent (245 CFR sections 982 4, 982 54(d)(15), 982 158(f)(7), and 982 507)

4+ Housing Quality Control Standards Inspections - The Town must inspect the unit leased to a family at
least annually to determine if the unit meets Housing Quality Standards (HQS) The Town must conduct
quality contro! re-nspecttons (which must be performed on a sample of units inspected within the
preceding three months) The Town must prepare a unitinspection report (24 CFR sections 982 158(d),
982 405(b), HCV GB, p 10-32)

Condition See each item below

¢ Rent Reasonableness - Due to a lack of comparable market data, the Town was not able to properly
determine rent reasonableness prior to 5/1/12 On 5/1/12, the Town was able to obtain comparable
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market data from Tangipahoa Parnsh and i/mmediately began using this data in determining rent
reasonableness As such the following items were noted during testing procedures performed

During the review of 15 family files, 2 files required a rent reasonableness determination during the current
year {(prior to 5/1/2012) In both instances, there was no evidence in the file of a rent reasonableness
determination

Additionally, of the 15 family files reviewed, 11 files included contract dates beginning in the prior year,
but ending In the current year Although prior year procedures were not specifically tested in the current
year, current year findings as well as prior year findings indicate that the rent to owner in these family files,
as well as all family files with contracts prior to 5/1/12 were not properly determined reasonable in the prior
year due to a lack of comparable market data as identified in the previous two audits

4+  Housing Quahty Control Standards Inspections — During the review of 15 family files, it was noted that
one family file Included a current year incomplete inspection checklist as it relates to lead based pant
During the review of the quality control re-inspections performed, it was noted that while quality contro!
re-inspections were performed, the units selected for testing were not selected from inspections
occurring only within the preceding three months Of the six units selected for qualty control re-
inspections, three were inspected over three months prior

Cause See each tem below

4 Rent Reasonableness - Due to a lack of comparable market data, the Town was not able to properly
determine rent reasonableness prior to 5/1/12 On 5/1/12, the Town was able to obtain comparable
market data from Tangipahoa Parish and immediately began using this data in determining rent
reasonableness

¢ Housing Quality Control Standards Inspections ~ The Town was not following all required and established
procedures for administering the program or adhering to the internal controls in place within its internal
contro! system due to a misunderstanding of a specific aspect of the procedure The Town was having
qualty contro] re-inspections performed on a sample of units which had been recertfied within the
preceding three months rather than inspected in the preceding three months Because there i1s a time
lapse between inspection date and recertification date, some of the sampled inspections had occurred
prior to the three preceding months

Context Total federal awards for the Section 8 Housing Choice Vouchers program was $310,329 or 55% of
total federal awards

Effect The Town was notin comphance with the above referenced Special Tests and Provisions compliance
requirements

Questioned Costs None

Recommendation The Town has subseqguently addressed its procedures related to Rent Reasonableness
and should continue to monitor this compliance requirement The Town should ensure that quality control re-
inspections are performed only an units inspected within the preceding three months

Management's Response During 2012, the Town was able to obtain comparable market data from and
immediately began using this data in rentreasonableness determinations The Town has soughtand provided
additional training related to the Section 8 Housing Choice Vouchers program and will continue todoso The
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Town will continue to monitor comphance requirements and wili ensure that quality control re-inspections are
performed only on units inspected within the preceding three months Person Responsible for Resolution
Evelyn Wiliams Anticipated Date of Finding Resolution July 1, 2013

Finding 2012-6 Ineffective Internal Control Design (Material Weakness)

Federal Program Section 8 Housing Choice Vouchers program CFDA 14 871 for the Federal Award Year
2012 received from the Department of Housing and Urban Development

Compliance Requirements Reporting

Critenia A properly designed and implemented internal control system over federal programs provides,
among other things, reasonable assurance that transactions are executed in comphance with laws and
regulations affecting the program and that they are properly recorded and accounted for to demonstrate such
compliance

Conditon While performing tests of the Town's internal centrols over reporting comphance, specifically
reporting within the VMS system the following items were noted The assistant clerk preparing the VMS
worksheet used to compile all information necessary for entry into the VMS system has little to no experience
with the S8HCV program or the VMS$ reporting requirements Additionally, it was noted that the VMS
worksheet 1s not being completed timely, accurately, or completely, nor is it being reviewed adequately prior
to its use in VMS reporting Finally, t was noted that the VMS worksheet excludes information required in
VMS reporting, such as vouchers not under contract, fraud recovery, or other income earned

Cause Certain internal control activities implemented as part of the internal control system over reporting
within the Section 8 Housing Choice Vouchers program (SBHCV) have notbeen designed effectively (Specific
Compliance Requirement - Reporting — Financial Reporting Requirement - HUD-52681-B, Voucher for
Payment of Annual Contributions and Oparating Statement, as submitted via the VMS)

Context Total federal awards for the Section 8 Housing Choice Vouchers program was $310,329 or 55% of
total federal awards

Effect The ineffectively designed control activities without adequate compensating controls is considered a
material weakness in the design of internal controls over the Section 8 Housing Choice Vouchers program’s
reporting requirement (Specific Compliance Requirement — Reporting - Financial Reporting Requirement -
HUD-52681-B, Voucher for Payment of Annual Contnbutions and Qperating Statement, as submitted via the
VMS)

Questioned Costs None

Recommendation The Town should redesign its internal controls over the SBHCV program reporting
requirement (Specific Complance Requirement — Reporting — Financial Reporting Requirement — HUD-
52681-8, Voucher for Payment of Annual Contributions and Operating Statement, as submitted via the VMS)
It s recommended that the financial nformation required should be provided to the Housing Director by the
Town’s Financial Officer after the month's records are complete and the General Ledger closed for that
month The Housing Director should then review and update, as necessary, her voucher and other program
information for the month Finally, the Housing Director should enter all information each month into the VMS
reporting system
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Management's Response Managementconcurs with the above recommendation and 1s currently redesigning
its VMS reporting process and internal controls activities included in and surrounding that process Person
Responsible for Resclution Evelyn Wilhams Anticipated Date of Finding Resolution July 1, 2013

Finding 2012-7 Internal Control Operating Ineffectiveness (Material Weakness)

Federal Program Section 8 Housing Choice Vouchers program CFDA 14 871 for the Federal Award Year
2012 received from the Department of Housing and Urban Development

Comphiance Requirements Special Tests and Provisions

Cntena A properly designed and implemented internal control system over federal programs provides,
among other things, reasonable assurance that transactions are executed in compliance with laws and
regulations affecting the program and that they are properly recorded and accounted for toc demonstrate such
comphance

Candition A certain and significant internal control activity, implemented as part of the Town's internal control
system Special Tests and Provisions was not operating effectively (Specific Compliance Requirement —
Special Tests and Provisions — Housing Quality Standard inspections) This is demonstrated in Finding 2012-
5

Cause The Town was notfollowing all required and established procedures within its internal control system
due to a misunderstanding of a specific aspect of the procedure The Town was having quality control re-
inspections performed on a sample of units which had been recertified within the preceding three months
rather than inspected in the preceding three months Because there 1s a time lapse between inspection date
and recertification date, some of the sampled inspections had occurred prior to the three preceding months

Context Total federal awards for the Section 8 Housing Choice Vouchers program was $310,329 or 55% of
total federal awards

Effect Operating ineffectiveness of a certain and significant internal control activity without adequate
compensating controls I1s considered a material weakness in the operation of the internal control system over
the Section 8 Housing Choice Vouchers program’s Special Tests and Provisions requirement (Specific
Comphance Requirement - Special Tests and Provisions ~ Housing Quality Standard Inspections)

Questioned Costs None

Recommendation The Town should follow all required and established procedures for administering the
program and adhere to the internal controls in place within its internal control system The Town should

ensure that quality control re-inspections are perfermed only on units inspected within the preceding three
months

Management's Response The Town has sought and provided additional training related to the Section 8
Housing Choice Vouchers Program and will continue to do so The Town will continue to monitor
comphance requirements and will ensure that quality control re-inspections are performed only on units
inspected within the preceding three months Person Responsible for Resolution Evelyn Wilhams
Anticipated Date of Finding Resolution Currently resolved
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Town of Kentwood
Schedule of Prior Year Findings and Questioned Costs
For The Year Ended December 31, 2012

Section | Internal Control and Compliance Material to the Financial Statements

Finding 2011-1 LHFA Required Insurance Coverage (Noncompliance)

Federal Program Community Development Block Grants/State’s Program and Non-Entitiement Grants in
Hawan CFDA 14 228 for the Federal Award Year 2011 received from the Department of Housing and Urban
Development — Passed through the Louisiana Housing Finahce Agency

Comphance Requirements NA

Cnteria The Sub Recipient Grant Agreement entered into between the Town of Kentwood and the Louisiana
Housing Finance Agency (LHFA) contains certain insurance requirements as follows Section iV Subsection
F requires thatthe subrecipient carry sufficientinsurance coverage to protect assets acquired and/or improved
with NSP funds under the agreement, from loss due to theft, fraud, and/or undue physical damage
Subrecipients and all contractors and subcontractors are required to carry commercial general hability
coverage with hmits of not less than $1,000,000 for any one occurrence If a general aggregate imit is used,
it should be twice the occurrence limit Finally, the LHFA must be named as an “Additional insured” on all
Insurance policies

Condition While the town has required and provided evidence of the required subcontractor insurance
coverage, the Town's own commercial general hability policy in effect at December 31, 2011 has imits of
$500,000 for each occurrence and LHFA 1s not included as an "Additional Insured”®

Cause The general commercial hability coverage of the town is below the required imits as higher coverage
limits were not available from the insurance provider

Context Total federal awards for the Community Development Block Grants/State's Program and Non-
Entitiement Grants in Hawaii was $151,214 or 28% of total federal awards

Effect The Town i1s not in compliance with the above section of the subrecipient grant agreement
Questioned Costs None
Recommendation The Town should acquire and maintain the required insurance coverage

Current Year Status Resolved

Finding 2011-2 Budget Control Compliance (Noncompliance)

Criterra Lowsiana Revised Statue 39 1311 requires that total expenses and other uses must not exceed
budgeted expenses and other uses by 5% or more and revenues and other sources must meet budgeted
revenue and other sources by 5% or less

Condition The Town's revenues and other sources in the General Fund failled to meet budgeted revenue and
other sources by an amount greater than 5%
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Cause The Town budgeted the receipt of funds from an LHFA grant within the General Fund However, the
funds were accounted for separately within a Capital Project Fund for financial reporting purposes, causing
the vanance in the General Fund budget

Effect Noncompliance with the above references statute

Recommendation The budget should be amended when budget variances greater than 5% are evident

Current Year Status LHFA funds were separately budgeted in 2012 However, the finding 1s repeated in 2012
related to funds received on the recreational park project

Section Il Internal Control and Compliance Material to Federal Awards

Finding 2011-3 Housing Choice Vouchers Program (Noncompliance)

Federal Program Section 8 Housing Choice Vouchers Program CFDA 14 871 for the Federal Award Year
2011 received from the Department of Housing and Urban Development

Compliance Requiremeants Elgibility, Reporting, and Special Tests and Provisions

Cntera The Town must as a condtion of admission or continued occupancy, require the tenant and other
family members to provide necessary information, documentation, and releases for the Town to verify income
eligibility (24 CFR 5 230, 5 609, 982 516) For both income examination and reexamination, aobtain and
document in the family file third party verfication of (1) reported family ncome, (2) the value of assets, (3)
expenses related to deductions from annual ncome and (4) other factors that affect the determination of
adjusted income (24 CFR 982 516) Third party verfication 1s defined as independent verification of income
and/or expenses by contacting the individuatincome/expense source(s) supplied bythe family The venfication
documents must be supplied directly to the iIndependent source by the PHA and returned directly to the PHA
from the independent source (PIH 2004-11)

The Town mustdetermine income eligibility and calculate the tenant’s rent payment using documentation from
third-party verification in accordance with 24 CFR part 5 subpart F (24 CFR 5 601 and 24 CFR 982 201,
982 515, 982 516) The Town must reexamine family income and compositions at least once every 12
months and adjust the tenant rent and HAP as necessary using third party venfication {24 CFRS 982 516)

The Town may not give approval for the family of the assisted tenancy, or execute a HAP contract, until the
PHA has determined that all the following meet program requirements (1) The unitis eligible, (2) The unit has
been inspected by the PHA and passes HQS, (3) The lease includes the tenancy addendum, (4) The rent to
owner Is reasonable, and (5) At the time a family initially receives tenant-based assistance for occupancy of
a dwelhing unit, and where the gross rent of the unit exceeds the applicable payment standard for the family,
the family share does not exceed 40 percent of the family's monthly adjusted income (24 CFR 305)

The Town must pay a monthly HAP on behalf of the family calculated using the proper payment standard for
the family or unit, the proper utlity allowance for the unit and the proper rent to owner after determination of
rent reasonableness and reflected on the HAP contract (24 CFR subpart J and K)

The Town is required to submit Form 50058 electronically each time it completes an admission, annual
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reexamination, and interim reexamnation, portability move in, and other changes of unit or family Several
line items on this form must agree to documentation in the family file (24 CFR part 908 and 24 CFR 982 158)

The Town is required to maintain complete and accurate accounts and other records for the program in
accordance with HUD requirements , must prepare and maintain a unit inspection report, maintain a copy
of the executed lease, HAP contract, and application from the family, maintamn records that provide income,
racial, ethnic, gender and disability status data on applicant, HUD required reports, lead based paintreccrds
as required by Part 35, subpart B of title 24, records to document the basis for the PHA determination that
rent to owner is a reasonable rent (imitially and duning the term of the contract) (24 CFR 982 158)

Condition Duning testing procedures performed on 19 family files, the following was noted

» 2 files in which one member of the househo!d was over 18 years of age at the time of tenancy, but
faned to sign the HUD Release of Information form,

= 7 files in which review of documents was used as third party verification without any evidence of the
use of the Town's Request for Employment Verfication Form or any other attempt to obtam third
party written verification,

+ 1 file m which an 18 year old household member was allowed the dependent deduction without
evidence of third party verification of full-time student status,

* 1 file in which the Zero Income Worksheet and Enterprise income Venrfication (EIV) repart used as
venfication of iIncome were dated after the HAP contract with no additional evidence of third party
verification of income present at the time the HAP contract was executed,

* 1 file in which the EIV report showed no evidence that the Tenant’s husband was included in the EIV
information,

= 2 files in which family income used on the 50058 to determine eligibility and calculate the tenant’s
rent payment did not agree to the third party verification present in the file,

* 6 files that included an incomplete HAP contract - no utility information on the property was
completed,

» 9files included 50058 reports in which the date of last passed inspection did not agree to the latest
inspection report date noted “passed” in the family file,

« 13 files were affected by the following - utility allowances were not calculated properly for any tenant
before May 2011 because the 2010 Utiity Allowance Schedule was not received or used in the
calculations In each instance noted within the 13 files, t was also noted that standard utiihes
present in the properties were not included tn the utiity allowance calculation As such the utility
allowance reported an all 50058 reparts before May 2011 was incorrectly calculated,

« 2files included a rental Increase with no evidence in the file of a rent reasanableness determination,

« 1 file which included no evidence of a rent reasonableness determination at initial leasing,

= 5 files requiring a rent reasonableness determination in which one was performed and documented
included comparisons to assisted properties,

* 4 fites included inspection reports with Lead Based Paint sections marked "“NA® and no inspection
procedures performed, despite children younger than 6 years old housed in units built prior to 1978
These files contained Requests for Tenancy in which the lead based certification was marked "NA”
due to owner advised remodeling done subsequent to 1978,

* 1 file inciuded no documented evidence of a working smoke detector,

* 5 files included a lease that did not include the rental amount, and
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* 1 file included a lease that was not signed by the tenant and that was signed by the owner
subseguent to the effective date of the lease and the HAP contract

Cause Durnng the testing procedures performed on 19 family files, the above items were noted
Approximately 80% of the items noted occurred duning the ime period before the prior year auditfindings were
released (June 2011) Approximately 20% of the noted items occurred subsequent to the issuance of the prior
year audit findings and related to only four specific tems of note

The cause of tems noted prior to the release of the prior year audit findings 1s unchanged from the pnor year,
the Town had not adequately designed its internal contro! system over the Section 8 Housing Choice
Vouchers Program in order to ensure comphance with HUD, and the Town was not following all established
procedures for administering the program or adhering to the intarnal control activities in place within its internal
control system

The cause of tems noted subsequent to the release of the prior year audit findings 1s as follows The Town
was not adhering to certain internal control activities in place within its internal control system due to a
misunderstanding of certain specific Section 8 Housing Choice Vouchers Program comphance requirements
and certain specific aspects of the controls in place In addition, the Town was unable to adequately adjust
its procedures regarding Rent Reasonableness due to lack of comparable market data readily available

Context Total federal awards for the Housing Choice Vouchers Program was $336,489 or 63% of total
federal awards

Effect The Town is not in comphance with the above referenced federal guidelines

Questioned Costs MNone

Recommendation The Town should adequately address its deficiency In procedures related to Rent
Reasonableness The Town should also address the deficiency in its internal control system, as discussed
below in Finding 2011-4, which i1s allowing such instances of noncompliance to occur and not be detected and
corrected

Current Year Status Partially Resolved except 5/1/12, the Town was able to abtain detailed market data
from Tangipahoa Parnish and immediately began using this data in determining rent reasonableness Priorto
that, no comparable market data was avalable The Town was having quality control re-inspections
performed on a sample of units which had been recertified within the preceding three months rather than
inspected in the preceding three months Because there 1s a time lapse between inspection date and
recertification date, some of the sampled inspections had occurred prior to the three preceding months See
current year Finding 2012-5

Finding 2011-4 Management Override of Controls (Material Weakness)

Federal Pragram Section 8 Housing Choice Vouchers Program CFDA 14 871 for the Federal Award Year
2011 received from the Department of Housing and Urban Development

Compliance Requirements All
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Criteria A properly designed and implemented internal control system over federal programs provides,
among other things, reasonable assurance that transactions are executed in comphance with laws and
regulations affecting the program and that they are properly recerded and accounted for to demonstrate such
complance

Condition Certain internal control activittes implemented as part of the internal control system aver the
Section 8 Housing Choice Vouchers Program in order to achieve compliance objectives outlined by the entity

are not operating effectively This 1s demonstrated in Finding 2011-3

Cause Management override of implemented controls due to a lack of detailed understanding of specific
items within the comphiance requirements and within the internal control activities

Context Total federal awards for the Housing Choice Vouchers Program was $336,489 or 63% of totai
federal awards

Effect Management override of controls 1s considered a material weakness in the operation of the internal
control system over the federal program

Questioned Costs None

Recommendaton The Town should provide the Housing Director with additional traning regarding
comphance requirements of the Section 8 Housing Choice Vouchers Program, and the laws and regulations
affecting the program so that she might better understand and operate certain control activities in place at the
Town

Current Year Status Resolved

Section lll Management Letter

No Section Il Findings

This schedule was prepared by management
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