








































































































TOWN OF WALKER

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2010

Introduction:

The Town of Walker was incorporated in 1909, under the provisions of Louisiana R.S. 33:321-348. The
Town operates under a Mayor-Board of Aldermen form of government, and provides the following services
as authorized by its charter: public safety, highways and streets, sanitation, health and social services,
culture-recreation, public improvements, planning and zoning, and general and administrative services.

The accounting and reporting policies of the Town of Walker conform to accounting principles generally
accepted in the United States of America as applicable to governments. Such accounting and reporting
procedures also conform to the requirements of Louisiana Revised Statutes 24:517 and to the industry audit
guide, Audits of State and Local Governmental Units.

1. Summary of Significant Accounting Policies:

A.

Financial Reporting Entity

This report includes all funds which are controlled by or dependent on the Town’s Mayor and
Board of Aldermen. Control by or dependence on the Town was determined on the basis of
budget adoption, taxing authority, authority to issue debt, election or appointment of governing
body, fiscal interdependency, imposition of will, and whether a financial benefit/burden
relationship existed between the Town and potential component unit. The criteria in GASB
Statement No. 14 has been considered and, accordingly, certain governmental organizations are
excluded from the accompanying financial statements. These organizations are the Livingston
Parish Fire District # 4, and Livingston Gravity Drainage District # 5, which are staffed by
independently elected or appointed officials. Although the Town may provide facilities, no
control is exercised over their operations. These units of government are considered separate
reporting entities and issue financial statements separate from those of the Town.

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria for
determining the reporting entity and component units that should be included within the
reporting entity. Under provisions of this statement, the Town of Walker is considered a primary
government, since it is a special purpose government that has a separately elected governing
body, is legally separate, and is fiscally independent of other state and local governments. As
used in GASB Statement No. 14, fiscally independent means that the Town may, without the
approval or consent of another governmental entity, determine or modify its own budget, levy its
own taxes or set rates or charges, and issue bonded debt. Since the Town of Walker has no
component units, these financial statements include only information on the primary government.
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Basis of Presentation

The Town's basic financial statements consist of the government-wide statements (based on the
Town as a whole) and the fund financial statements (the total of all funds of a particular type).
The statements are prepared in accordance with accounting principles generally accepted in the
United States of America as applied to governmental units.

Government-Wide Financial Statements:

The government-wide financial statements include the statement of net assets and the statement
of activities. The government-wide presentation focuses primarily on the sustainability of the
Town as an entity and the change in aggregate financial position resulting from the activities of
the fiscal period. These statements are prepared using full accrual accounting for all of the
government’s activities. This approach includes not just current assets and liabilities (such as
cash and accounts payable), but also capital assets and long-term liabilities (such as buildings
and infrastructure, including bridges and roads, and general obligation debt). Accrual accounting
also reports all of the revenues and cost of providing services each year, not just those received
or paid in the current year or soon thereafter. The effect of interfund activity has been removed
from these statements with the exception of payments between the utility enterprise fund and the
other various functions of government for charges such as utility services. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

The financial statements also contain a narrative introduction and analytical overview of the
government’s financial activities in the form of “Management’s Discussion and Analysis”
(MD&A). This analysis is similar to analysis the private sector provides in their annual reports.

Statement of Net Assets - In the government-wide Statement of Net Assets, both the
governmental and business-type activities columns are presented on a consolidated basis by
column, and are reflected, on a full accrual, economic resource basis, which incorporates long-
term assets and receivables as well as long-term debt and obligations. The Town generally first
uses restricted assets for expenses incurred for which both restricted and unrestricted assets are
available. The columns presented in the statement of net assets and general descriptions of each
are as follows:

e Governmental Activities represent programs which normally are supported by taxes and
intergovernmental revenues.

e Business-Type Activities are financed in whole or in part by fees charged to external parties
for goods and services.
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Statement of Activities - The government-wide statement of activities reflects both the gross and
net cost per functional category (public safety, streets and parks, etc.), which are otherwise being
supported by general government revenues (property, sales and use taxes, fines, permits and
charges, etc.). The Statement of Activities reduces gross expenses (including depreciation) by
related program revenues, operating and capital grants, and contributions. The program revenues
must be directly associated with the function (public safety, streets and parks, etc.) or a business-
type activity and 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. The operating grants include operating-specific and discretionary
(either operating or capital) grants while the capital grants column reflects capital-specific grants.
Taxes and other items not properly included among program revenues are reported instead as
general revenues. The Town does not allocate indirect expenses.

Fund Financial Statements:

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

Governmental Funds

Governmental funds are used to account for all or most of the municipality’s general activities,
including the collection and disbursement of specific or legally restricted monies, the acquisition
or construction of capital assets, and the servicing of general long-term debt. The Town of
Walker has two governmental funds:

General Fund - The General Fund is the general operating fund of the Town. This fund is
used to account for all financial transactions and resources, except those required to be
accounted for in other funds. Revenues are derived primarily from property and other local
taxes, state and federal distributions, licenses, permits, charges for services, and interest
income. The General Fund may also account for long-term debt issues and repayments of the
Town. ‘ -
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Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified purposes.
The Special Revenue Fund of the Town (2000 % Cent Sales Tax Fund) is considered a major
fund for reporting purposes. The 2000 % Cent Sales Tax Fund is used to account for the
proceeds of a ¥ cent sales tax levied in the year 2000. These proceeds are legally restricted
for 1) payment of principal and interest on the Series 2000 Sales Tax Bonds, 2) payments
into the required “Sinking Fund” and Reserve Fund and 3) expenditures restricted for
specified purposes.

Proprietary Funds

Proprietary Funds are used to account for activities that are similar to those found in the private
sector. All assets, liabilities, equities, revenues, expenses, and transfers relating to the
government’s business activities are accounted for through these funds. The measurement focus
is on the determination of net income, financial position, and cash flows. Operating expenses
include costs of services and materials, contracts, personnel, and dedication.

Enterprise Fund or Business Fund — The Enterprise Fund is used to account for operations (a)
that are financed and operated in a manner similar to private business enterprises — where the
intent of the governing body is that the costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges or (b) where the governing body has decided the periodic
determination of revenues earned, expenses incurred, and / or net income is appropriate for
capital maintenance, public policy, management control, accountability, and other purposes.
The Town’s Utility Enterprise Fund is considered a major fund and accounts for the
operations of providing natural gas services, water services, sewer services, and sanitation
services to the residents of the Town of Walker and some residents of the parishes of
Livingston and St. Helena. All activities necessary to provide such services are accounted
for in this fund, including but not limited to, administration, operations, maintenance,
financing and related debt service, and billing and collections.

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

Government- Wide Financial Statements:

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

32



TOWN OF WALKER

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

Fund Financial Statements:

Governmental fund financial statements are accounted for using the current financial resources
measurement focus and the modified accrual basis of accounting which is also the method used
to prepare the budget. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. Operating statements of these funds present increases
(revenues and other financing sources) and decreases (expenditures and other uses) in net current
assets. '

Governmental fund revenues resulting from exchange transactions are recognized in the
fiscal year in which the exchange takes place and meets the government's availability
criteria (susceptible to accrual). Available means that the resources will be collected within
the current fiscal year or are expected to be collected soon enough thereafter to be used to
pay liabilities of the current fiscal year. Charges for services, fines and forfeits, and most
governmental miscellaneous revenues, including investment earnings are recorded as earned
since they are measurable and available. The Town’s definition of available means expected
to be received within sixty days of the end of the fiscal year.

Nonexchange transactions, in which the Town receives value without directly giving value
in return includes sales tax, property tax, grants, and donations. Property taxes are
recognized as revenues in the calendar year of the tax levy if collected soon enough to meet
the availability criteria. Sales tax and gross receipts business tax revenues are recognized
when the underlying transaction occurs and meets the availability criteria. Anticipated .
refunds of such taxes are recorded as fund liabilities and reductions of revenue when they
are measurable and valid. Revenue from grants and donations is recognized in the fiscal
year in which all eligibility requirements have been satisfied, subject to the availability
criteria. Eligibility requirements include timing requirements, which specify the year when
the resources can be used.

Expenditures are recognized in the accounting period in which the related fund liability is
incurred, if measurable, except for the following: (1) principal and interest on long-term
debt are recorded when due, and (2) claims and judgments and compensated absences are
recorded as expenditures in the governmental fund type when paid with expendable
available financial resources. Allocations of costs such as depreciation and amortization are
not recognized in the governmental funds.

The proprietary fund is accounted for on an economic resources measurement focus.
Proprietary funds are maintained on the accrual basis of accounting wherein revenues are
recognized in the accounting period in which they are earned and become measurable, and
expenses are recognized in the period incurred, if measurable. Revenues resulting from
exchange transactions, in which each party gives and receives essentially equal value, is
recorded on the accrual basis when the exchange takes place. Proprietary funds distinguish
operating revenues and expenses from nonoperating items. Operating revenues and
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expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. The principal operating
revenues of the Town’s utility fund are charges to customers for sales and services. The
Town also recognizes as operating revenue the portion of tap fees intended to recover the
cost of connecting new customers to the system. Operating expenses for the enterprise fund
include the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

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

Since the governmental fund statements are presented on a different measurement focus and
basis of accounting than the government-wide statements’ governmental column, a reconciliation
is presented which briefly explains the adjustments necessary to reconcile funds based on
financial statements with the governmental column of the government-wide presentation.

. Budgets and Budgetary Accounting

The Town’s policies in establishing the budgetary data reflected in these financial statements are
as follows:

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

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

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

iv.  After holding the public hearing and completion of all action necessary to finalize and
implement the budget, the budget is adopted through passage of an ordinance prior to the
commencement of the fiscal year for which the budget is adopted. The original budget for
2010 was adopted on December 12, 2009.

v.  Budgetary amendments involving the transfer of funds from one department, program or
function to another or involving increases in expenditures resulting from revenues
exceeding amounts estimated require the approval of the Board of Aldermen.
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vi.  All budgetary appropriations lapse at the end of each fiscal year. The final amended budget
was adopted on December 13, 2010.

vii.  The budget for the General Fund and the Special Revenue Fund are adopted on a basis
consistent with generally accepted accounting principles (GAAP). Budgeted amounts are
as originally adopted, or as amended by the Board of Aldermen.

Budgetary Comparison Schedules - Demonstrating compliance with the adopted budget is an
important component of a government’s accountability to the public. Many citizens participate
in one way or another in the process of establishing the annual operating budgets of state and
local governments, and have a keen interest in following the actual financial process of their
governments over the course of the year. Many governments revise their original budgets over
the course of the year for a variety of reasons. The Town provides budgetary comparison
information in these financial statements on each major fund. The budgetary comparisons
schedules include the original budget to the current comparison of final budget and actual results.

. Cash and Investments

Cash includes amounts in demand deposits, interest bearing demand deposits, and money market
accounts. Under state law, the Town may deposit funds in demand deposits, interest bearing
demand deposits, money market accounts, or time deposits with state banks organized under
Louisiana law and national banks having their principal offices in Louisiana. Under state law,
the Town may invest in United States bonds, treasury notes, or certificates. These are classified
as investments if their original maturities exceed 90 days; however, if the original maturities are

90 days or less, they are classified as cash equivalents. Investments are stated at fair market
value.

. Receivables and Payables

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

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not available
for appropriation and are not expendable available financial resources.

All trade and property tax receivables are shown net of an allowance for uncollectibles. Trade
accounts receivable based on agings and estimated charge-off percentages comprise the trade
accounts receivable allowance for uncollectibles. The property tax receivable allowance is equal
to two and one-half percent of the current year property tax levy plus one hundred percent of any
unpaid prior year tax at December 31, 2010.
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Property taxes are levied in September or October each year on property values assessed as of the
same date. Billed taxes become delinquent on January 1 of the following year, at which time the
applicable property is subject to lien, and penalties and interest are assessed.

. 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 periods and are
recorded as prepaid items in both the government-wide and fund financial statements.

. Restricted Assets

Certain proceeds of bonds, as well as certain resources set aside for their repayment, are
classified as restricted assets on the balance sheet in both the governmental and enterprise funds
because their use is limited by applicable bond covenants. Certain proceeds and resources of the
Town’s enterprise fund are set aside to reimburse customers their utility deposits upon
discontinuance of service.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items) are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. Capital assets are defined
by the government as assets with an initial, individual cost of more than $2,000. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

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 is
included as part of the capitalized value of the assets constructed, net of interest earned on the
invested proceeds over the same period.
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Capital assets are included on the statement of net assets net of accumulated depreciation.
Depreciation is computed using the straight-line method over the following useful lives:

Estimated
Description ‘ Lives
Buildings 20 - 40 Years
Buildings & Improvements 10 - 20 Years
Machinery and Equipment 3 -15 Years
Public Domain Infrastructure 20 - 50 Years
~ Gas System 20 - 40 Years
Water System 20 - 40 Years
Sewer System 20 - 40 Years

J. Compensated Absences

Employees of the municipality earn annual leave at varying rates according to years of service.
Accrued unused annual leave earned by an employee is carried forward to the succeeding
calendar year. Accrued unused sick leave earned by an employee is carried forward to the
succeeding calendar year without limitation. Employees that are terminated or resign will not be
paid for accumulated sick leave. As of December 31, 2010, the accrued liability for unpaid
vacation benefits amounted to $105,271. The amount applicable to the Enterprise Fund was
$30,059, and is recorded in that Fund, and the amount of $75,212 applicable to the General Fund
is reflected on the Statement of Net Assets.

In accordance with GASB-16, Accounting for Compensated Absences, no liability has been
accrued for unused employee sick leave.

K. Long-Term Obligations

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

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of the debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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L. Fund Equity

Government-Wide Statements
Equity is classified as net assets and displayed in three components:

1. Invested in capital assets, net of related debt - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

2. Restricted net assets - Consists of net assets with constraints placed on the use either by:

a. External groups such as creditors, grantors, contributors, or laws or regulations of other
governments, or

b. Law through constitutional provisions or enabling legislation.

3. Unrestricted net assets — All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as
reserved and unreserved, with unreserved further split between designated and undesignated.
Proprietary fund equity is classified the same as in the government-wide statements.

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 liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.
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2. Cash and Cash Equivalents

Cash includes amounts in demand deposits, interest bearing demand deposits, and money market
accounts. Under state law, the Town may deposit funds in demand deposits, interest bearing demand
deposits, money market accounts, or time deposits with state banks organized under Louisiana law and
national banks having their principal offices in Louisiana.

Under state law, the Town may invest in United States bonds, treasury notes, or certificates. These are
classified as investments if their original maturities exceed 90 days; however, if the original maturities
are 90 days or less, they are classified as cash equivalents.

The Town of Walker has cash and cash equivalents totaling $5,546,469 at December 31,2010. Under
state law, these deposits must be secured by federal deposit insurance or the pledge of securities owned
by the bank. These pledged securities are held by and in the name of the fiscal agent bank but pledged
to the Town. The following is a summary of cash and investments (bank balances) at December 31,

2010.
Governmental Business-Type
Activities Activities Total
Deposits in Bank Accounts per
Balance Sheet $ 2,157,641 $ 3,388,828 $ 5,546,469

Bank Balances (Category 3 Only):
a. Uninsured and Uncollateralized $ - $ - $ -
b. Uninsured and Collateralized with
Securities Held by the Pledging
Institution - - -
¢. Uninsured and Collateralized with
Securities Held by the Pledging
Institution’s Trust Department or
Agent, but not in the Entities Name 2,034,625 3,129,195 5,163,820

Total Category 3 Bank Balances $ 2,034,625 $ 3,129,195 $ 5,163,820

Total Bank Balances (Regardless
of Category) $ 2,232,708 $ 3,426,370 $ 5,659,078
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Custodial Credit Risk - Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Town’s deposits may not
be returned to it. As of December 31, 2010, $5,163,820 of the Town’s bank balance of $5,659,078
was exposed to custodial credit risk because it was uninsured and collateralized with securities held by
the pledging institution’s trust department or agent, but not in the entity’s name.

Investments
All investments are stated on the balance sheet (carrying value) at market value. All investments are in
mutual funds that are held by a broker or certificates of deposit with maturity dates greater than 90

days when purchased.

At December 31, 2010, the Town holds investments totaling $946,971as follows:

Carrying Market
Amount Value
Governmental Activities:
First Guaranty Bank Certificate of Deposit $_300,000 $_300,000
Business-Type Activities:
U.S. Government Securities Fund - A $_646.971 $_646.971

Interest Rate Risk. As a means of limiting its exposure to fair value changes arising from
fluctuations in interest rates, the Town invests in mutual funds that have underlying investments in
government backed securities.

Credit Risk. Under state law, the Town may invest in United States bonds, treasury notes, or
certificates. The Town invests in mutual funds with underlying securities that are in compliance with
the state law.

Custodial Credit Risk - Investments. For an investment, this is the risk that, in the event of the

failure of the counterparty, the government will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party.
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Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes are
levied by the Town in September or October and are actually billed to the taxpayers in November.
Billed taxes become delinquent on January 1 of the following year. Revenues from ad valorem taxes
are budgeted in the year billed.

The Town’s property taxes are billed and collected by the Town of Walker from information on

assessed values received from the Livingston Parish Assessor’s Office.

For the year ended December 31, 2010, taxes of 2.20 mills were levied on property with assessed
valuations totaling $52,200,050 and were dedicated to general purposes.

Total taxes levied were $114,840. Taxes receivable at December 31, 2010, consisted of the following:

Taxes Receivable - Current Roll

Taxes Receivable - Prior Years

Allowance for Uncollectible Taxes

5. Receivables

$ 49,441
669

50,110

(2.871)
$ 47,239

Receivables as of December 31, 2010, including the applicable allowance for uncollectible accounts,

are as follows:

Governmental Activities:

General Fund
Total Governmental
Activities
Business-Type Activities:

Utility Fund

Total Receivables

Less: Total -
Ad Valorem Franchise Unbilled  Allowance for Net
Taxes Taxes Accounts Sales Uncollectibles Receivable
$50,110 $137.600 $ 12,943 $ - $_(2.871) $ 197.782
50,110 137,600 12,943 - (2,871) 197,782
- - 748.606 450,135 (5,000) 1,193,741
$50,110 $137,600 $761,549 $450,135 $ (7,871) $1,391,523
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Due From Other Governments -

Due from Other Governments as of December 31, 2010, consists of the following:

Livingston
Parish State of
School Board Louisiana Total
Governmental Activities
General Fund $ 355,286 $ 310,246 $ 665,532
2000 % Cent Sales Tax Fund 177,643 - 177.643
Total Governmental Activities 532,929 310,246 843,175
Business-Type Activities
Utility Fund - 2.007 2.007
Total Due from Other Governments $ 532,929 $312,253 $ 845,182

Interfund Receivables/Payables

The following is a detailed list of interfund balances reported in the fund financial statements.

Net
Internal
Due to Due from Balances
Governmental Activities
General Fund $ (8,984) $ - $ (8,984)
2000 % Cent Sales Tax Fund (297.653) - (297.653)
Total Governmental Activities (306,637) - (306,637)
Business-Type Activities
Utility Fund - 306,637 306,637
$(306,637) $ 306,637 $ -

42




TOWN OF WALKER

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

Changes in Capital Assets

The following is a silmmary of the changes in capital assets for the year ended December 31, 2010:

Balance Balance
January 1, 2010 Additions Deletions December 31, 2010
Governmental Activities:
Capital Assets not being Depreciated:
Land $ 766,196 $ - $ - $ 766,196
Construction in Progress 40,456 149,674 - 190,130
Total Capital Assets not being
Depreciated _ 806,652 149,674 - 956,326
Capital Assets being Depreciated: _
Land Improvements 137,756 - - 137,756
Buildings 707,968 9,000 - 716,968
Equipment and Vehicles 1,536,985 184,888 - 1,721,873
Furniture and Fixtures 163,424 - - 163,424
Recreational Equipment 212,852 - - 212,852
Infrastructure 1,627,791 - - 1,627,791
Total Capital Assets being
Depreciated v 4,386,776 193,888 - ; 4,580,664
Less: Accumulated Depreciation for:
Land Improvements 33,848 6,278 - 40,126
Buildings 224,474 30,145 - 254,619
Equipment and Vehicles 862,014 209,051 - 1,071,065
Furniture and Fixtures 154,426 2,672 - 157,098
Recreational Equipment 110,772 16,968 - 127,740
Infrastructure 1,012,694 62,904 - 1,075,598
Total Accumulated Depreciation 2,398,228 328,018 - 2,726,246
Total Capital Assets being
Depreciated, Net 1,988,548 (134,130) - 1,854,418
Total Governmental Activities
Capital Assets, Net $ 2795200 $ 15544 § - $ 2,810,744
(CONTINUED)
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Balance Balance
January 1, 2010 Additions Deletions December 31, 2010
Business-Type Activities:
Capital Assets not being Depreciated:
Land - Gas and Water System $ 82,231 $ - $ - $ 82,231
Land - Sewer System 17,233 - - 17,233
Construction in Progress 119,332 114,797 (68,313) 165,816
Total Capital Assets not being
Depreciated 218,796 114,797 (68,313) 265,280
Capital Assets being Depreciated:
Gas System 4,327,700 80,152 - 4,407,852
Water System 2,421,756 - - 2,421,756
Sewer System 11,199,236 67,713 - 11,266,949
Buildings 212,339 - - 212,339
Land Improvements 40,576 - - 40,576
Machinery and Equipment 1,292,775 129,041 - 1,421,816
Total Capital Assets being
Depreciated 19,494,382 276,906 - 19,771,288
Less: Accumulated Depreciation for:
Gas System 2,608,792 96,347 - 2,705,139
Water System 1,582,015 61,991 - 1,644,006
Sewer System 3,942,481 338,558 - 4,281,039
Buildings 144,710 8,661 - 153,371
Land Improvements 4,188 2,705 - 6,893
Machinery and Equipment 1,087,388 65,669 - 1,153,057
Total Accumulated Depreciation 9,369,574 573,931 - 9,943,505
Total Capital Assets being
Depreciated, Net 10,124,808 (297,025) - 9,827,783
Total Business Type Activities
Capital Assets, Net $ 10,343,604 $ (182,228) $ (68313) $ 10,093,063
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DECEMBER 31, 2010
Depreciation expense was charged to functions of the primary government as follows:

Governmental Activities:

General Government $ 62,508
Public Safety 124,176
Streets 103,302
Parks and Recreation 38,032

Total Depreciation Expense -
Governmental Activities $ 328,018

Business Type Activities:

Water $ 75,604
Gas 144,859

Sewer 353,468

Total Depreciation Expense -
Business Type Activities $ 573,931

Property, plant and equipment are stated at cost, less an allowance for accumulated depreciation.
Depreciation expense is computed using the straight line method over the estimated useful lives of the
assets as described in Significant Accounting Policies.

Accounts, Salaries, and Other Payables

The payables at December 31, 2010 are as follows:

Governmental Business-Type

Activities Activities Total
Accounts Payable $ 308,399 $ 385,878 $ 694,277
Withholdings 99,620 28,286 127,906
Accrued Salary 123,467 48,194 171,661
Customer Deposits - 635.390 635.390
Total $ 531,486 $ 1,097,748 $ 1,629,234
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DECEMBER 31, 2010

Retirement Benefits (Other Than Police Officers)

The Town adopted an unqualified retirement plan in 1992. Employees are eligible to participate upon
completion of their sixth month of employment and must be employed full time. The Town contributes
9% of the regular gross pay on the employee’s behalf. The moneys contributed are used to make
payments on annuity contracts for the benefit of the employee. On October 1, 1993, the unqualified
retirement plan was terminated and a qualified retirement plan was adopted. The qualified retirement
plan has the same contribution terms as the unqualified retirement plan. The Town’s contributions for
the plan amounted to $174,332, for the year ended December 31, 2010.

Municipal Police Employees Retirement System of Louisiana (MPERS)

Plan Description. All full-time police department employees engaged in law enforcement are required
to participate in the System. Employees who retire at or after age 50 with at least 20 years of creditable
service or at or after age 55 with at least 12 years of creditable service are entitled to a retirement
benefit, payable monthly for life, equal to 3 1/3% of their final-average salary for each year of
creditable service. Final-average salary is the employee’s average salary over the 36 consecutive or
joined months that produce the highest average. Employees who terminate with at least the amount of
creditable service stated above, and do not withdraw their employee contributions, may retire at the
ages specified above and receive the benefit accrued to their date of termination. The System also
provides death and disability benefits. Benefits are established or amended by state statute.

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

Funding Policy. Plan members are required by state statute to contribute 7.5% of their annual covered
salary and the Town of Walker is required to contribute at an actuarially determined rate. The current
rate is 25.00% of annual covered payroll. The contribution requirements of plan members and the
Town of Walker are established and may be amended by state statute. As provided by R.S. 11:103, the
employer contributions are determined by actuarial valuation and are subject to change each year based
on the results of the valuation for the prior fiscal year. The Town of Walker contributions to the
System for the year ending December 31, 2010 was $112,998, which was equal to the required
contributions for the year.
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12. Changes in Long-Term Obligations

The following is a summary of debt transactions of the Town of Walker for the year ended Decem-

ber 31, 2010:
Debt Payable Debt Payable Due within
1/1/2010 Additions Deletions 12/31/2010 1 year
Governmental Activities:
Compensated Absences $ 64,250 $ 78,522 $ 67,560 $ 75,212 $ 18,803
Refunding Series Bonds,
Series 2004 63,000 - 63,000 - -
Refunding Bond Payable
by Utility Issues 2,904,000 - © 194,000 2,710,000 200,000
Deferred Discount on Bonds (12,147) - (811) (11,336) (837)
Total Governmental .
Activities 3,019,103 78,522 323,749 2,773,876 217,966
Business-Type Activities: ‘
Compensated Absences 22,072 29,641 21,654 30,059 7,515
Environmental Assessment
Liabilities 213,593 - 213,593 - -
Refunding Series Bonds,
Series 2009 (Gross) 7,440,000 - 245,000 7,195,000 270,000
Combined Utilities Revenue
Bonds, Series 2010B - 364,000 700 363,300 15,291
Less: Intragovernmental '
Payable (2,904,000) - (194,000)  (2,710,000)  (200,000)
Deferred Discount on Bonds (18,974) - (213) (18,761) (293)
Total Business-Type
Activities 4,752,691 393,641 286,734 4,859,598 92,513
Total Debt $ 7,771,794 $ 472,163 $ 610,483 $7,633,474 $310,479

Refunding Bonds, Series 2009

Town of Walker Utilities Project Series 2009 Refunding Bonds - $7,440,000
(82,904,000 payable from Governmental Activities and $4,536,000 payable from
Business-Type Activities) of Refunding Bonds Dated September 3, 2009, due in
annual installments of principal and semi-annual installments of interest through
October 1, 2029; variable interest rate ranging from 3.000% to 4.875%.
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The principal and interest on the refunding bonds, series 2009, was allocated between governmental
activities and business type activities based on balances of the old debt net of the cash contributed by the

proprietary fund. A schedule of the outstanding Refunding Series 2009 Bonds principal and interest
requirements are as follows:

Governmental Activities:
2009 Refunding Series
Year Ended December 31, Principal Interest Total
2011 $ 200,000 $ 106,231 $ 306,231
2012 208,000 99,016 307,016
2013 218,000 91,361 309,361
2014 225,000 83,260 308,260
2015 235,000 74,673 309,673
2016-2020 1,326,000 218,976 1,544,976
2021 298,000 6,739 304,739

$2,710,000 $ 680,256 $3,390.256

Business-Type Activities:

2009 Refunding Series
Year Ended December 31, Principal Interest Total

2011 $ 70,000 $ 181,227 $ 251,227

2012 72,000 180,342 252,342

2013 72,000 179,597 251,597

2014 75,000 178,997 253,997

2015 75,000 178,585 253,585
2016-2020 364,000 890,812 1,254,812
2021-2025 1,757,000 743,653 2,500,653
2026-2029 2,000,000 243,715 2,243,715
$4,485,000 $2,776,928 $ 7,261,928

Total Refunding Bond

2009 Issue $7,195,000 $3,457,184 $10,652,184

The Town of Walker Utilities Project Series 2009 Refunding Bonds requires the following funds to be
maintained: )

A debt service fund designed to achieve proper mailing of principal and interest payments as due on the
Revenue Bond. '
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The Town is required to pay monthly one-sixth (1/6) of the interest due on the next interest payment date due
on the bonds into an interest account of the Debt Service Fund. In addition, the Town is required to pay
monthly one-twelfth (1/12) of the principal due on the next principal payment date due on the bonds into a
principal account of the Debt Service Fund. At December 31,2010, the Debt Service Fund requirement for
the interest and principal accounts were fully funded with an actual balance of $142,657, and is reported on
the Proprietary Fund as restricted cash.

During the previous year, the Town issued $7,440,000 Louisiana Local Government Environmental
Facilities and Community Development Authority Refunding Bonds (Town of Walker Utilities Project
Series 2009) for the purpose of refunding the outstanding balance of the following governmental activities
and business type activity bonds and outstanding balances at the date of refunding:

Principal
Governmental Activities Bond Refunded Refunded

Sales Tax Bonds, Series 2000

Sales Tax Bonds, Series 2000. $4,200,000 Sales Tax Bonds, dated June 7, 2000, due

in annual installments of principal and semi-annual installments of interest through

June 1, 2021; interest rate at 3.45%. $ 2,904,000

Total Governmental Activities Bond Refunded 2,904,000

Business-Type Activities Bond Refunded

Natural Gas and Water Revenue Bonds, Series 1999

Natural Gas and Water Revenue Bonds, Series 1999. $4,650,000 of Gas & Water
Revenue Bonds, dated December 22, 1999, due in annual installments of principal
and semi-annual installments of interest through December 1, 2019; interest rate at

5.70%. : 2,832,538

Sewer Revenue Bonds, Series 2000

Sewer Revenue Bonds, Series 2000. $300,000 Sewer Revenue Bonds due in

annual installments of principal and semi-annual installments of interest through :

June 1, 2021; interest rate at 3.45%. ' 181,004

Series Revenue Bonds, Series 2001

Sewer Revenue Bonds, Series 2001. $2,400,000 Sewer Revenue

Bonds due in annual installments of principal and semi-annual

installments of interest through June 20, 2021; interest rate at 3.95%. 1,522,458

Total Business-Type Activities Bonds Refunded 4,536,000

Total Bonds Refunded $ 7,440,000
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The sources and uses of the refunding issue are summarized as follows:

Sources and Uses of Funds:

Sources:
Par Amount of Bonds $ 7,440,000
Proprietary Fund Payment 1,254,855
Original Issue Discount (31.121)
$ 8,663,734
Uses:
Deposits with Escrow Fund $ 3,346,544
Deposits to Refunding Fund 4,910,601
Underwriters Discount 111,600
Bond Insurance Premium 87,476
Deposit Issuance Costs Account 207,513

$ 8,663,734

The reacquisition price equaled the net carrying value of the old debt. This advance refunding was
undertaken to increase total debt service payments over the next 20 years by $1,854,136 and resulted in an
economic loss of $(184,199). In addition, the advanced refunding was done to release the accumulated cash
held in the proprietary fund and the special revenue fund from restrictions that was necessary under
restrictive bond covenants provisions contained in the refunded debt.

Combined Utilities Revenue Bonds, 2010B

Town of Walker Combined Utilities Revenue Bonds, Series 2010B - $364,000 of
Combined Utility Revenue Bonds Dated February 4, 2010, due in annual
installments of principal and semi-annual installments of interest through

October 1, 2029; interest rate of 2.95%. $ 363,300

A schedule of the outstanding Combined Utilities Revenue Bonds, Series 2010 Bonds principal and
interest requirements are as follows:

2010B Utilities Revenue Bonds

Year Ended December 31, Principal Interest Total
2011 $ 15,291 $ 10,717 $ 26,008
2012 15,660 10,266 25,926
2013 16,039 9,804 25,843
2014 16,426 9,331 25,757
2015 16,823 8,847 25,670
2016-2020 90,423 36,545 126,968
2021-2025 101,892 22,546 124,438
2026-2029 90,746 6,772 97,518

$ 363,300 $ 114,828 $ 478,128
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The Town is required to pay monthly one-sixth (1/6) of the interest due on the next interest payment date due
on the bonds into an interest account of the Debt Service Fund. In addition, the Town is required to pay
monthly one-twelfth (1/12) of the principal due on the next principal payment date due on the bonds into a
principal account of the Debt Service Fund. At December 31,2010, the Debt Service Fund requirement for
the interest and principal accounts and for contingencies were fully funded with an actual balance of
$58,977, and is reported on the Proprietary Fund as restricted cash. '

13. Compensated Absences

At December 31, 2010, employees of the Town have accumulated and vested $105,271 of employee
leave benefits, which was computed in accordance with GASB Codification Section C60. Of this
amount, $75,212 is recorded as an obligation of the Governmental Activities, and $30,059 is recorded as
an obligation of the Business-Type Activities.

14. Reserves and Dedications of Fund Equity

The Town records reserves and dedications to indicate that a portion of the fund equity is legally
segregated for a specific future use.

15. On-Behalf Payments Made by State of Louisiana

For the year ended December 31, 2010, the State of Louisiana made on-behalf payments in the form of
supplemental pay to the Town’s policemen. In accordance with GASB 24, the Town has recorded
$98,067 of on-behalf payments as revenue and as expenses in the General Fund.

16. Restricted Assets

Restricted assets were applicable to the following at December 31, 2010:

Governmental Business-Type

Activities Activities Total
Cash and Cash Equivalents:
Refunding Bonds, Series 2009 — Debt Service $ - $ 142,657 $ 142,657
Combined Utility Bonds, Series 2010 - Debt Service - 58.977 58.977
Total Cash and Cash Equivalents - 201,634 201,634
Investments:
Customers Deposits ' - 646,971 646,971

Total Restricted Assets $ - $ 848,605 $ 848,605
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17.  Schedule of Utility Enterprise Fund Net Income (Loss) from Operations

by Department for the Year Ended December 31,2010

Operating Revenues:
Charges for Services
Delinquent Charges
Miscellaneous

Total Operating Revenues

Operating Expenses:
Direct
General and Administrative

Total Operating Expenses

Operating Income (Loss) by
Department

Nonoperating Revenues
Nonoperating Expenses

Federal Grant

State Grant

Transfers from Special Revenue
Transfers to General Fund

Change in Net Assets

Business-Type Activities
Departmental Net Income (Loss)

Total
Utility
Gas Water Sewer Sanitation Enterprise
Department Department = Department = Department Fund
$ 4,824,632 $ 809,550 $ 1,080,703 $ 321,607 $ 7,036,492
107,553 20,009 13,592 7,036 148,190
209,851 97,191 8,600 - 315,642
5,142,036 926,750 1,102,895 328,643 7,500,324
3,248,672 716,517 1,047,424 352,531 5,365,144
279,967 163,629 67,905 2,795 514,296
3,528,639 880,146 1,115,329 355,326 5,879,440
1,613,397 46,604 (12,434) (26,683) 1,620,884
60,504 3,177 1,351 180 65,212
(140,619) (33,124) (18,124) - (191,867)
i 68,804 i . 68,804
- 15,714 14,250 - 29,964
- - 166,667 - 166,667
(800,000) - - - (800,000)
$ 959,664
$ 733282 § 101,175 § 151,710 $ (26,503)
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Schedule of Utility Fund Operating Expenses by Department
for the Year Ended December 31, 2010

Direct Expenses:

Natural Gas Purchases

Salaries and Wages

Payroll Taxes, Retirement
and Group Insurance

Contract Services

Depreciation

Equipment Expenses

Equipment Rental

Lab Fees

Maintenance

Small Tools and Supplies

Utilities

General and Administrative

Expenses:
Insurance
Miscellaneous
Office Expense
Professional Fees
Telephone
Bad Debts

Total Operating Expenses

Total
Utility
Gas Water Sewer Sanitation Enterprise

Department = Department Department Department Fund
$ 2,241,539 § - - $ - $ 2,241,539
411,912 151,438 198,494 5,896 767,740
161,448 58,121 66,655 443 286,667
118,223 54,841 10,357 343,242 526,663
144,859 75,604 353,468 - 573,931
53,054 10,070 12,836 - 75,960
9,490 5,933 8,892 479 24,794
- - 25,636 - 25,636
91,073 303,460 230,298 2,471 627,302
10,490 6,032 9,031 - 25,553
6,584 51,018 131,757 - 189,359
3,248,672 716,517 1,047,424 352,531 5,365,144
107,220 29,028 22,689 - 158,937
30,510 29,804 4,346 260 64,920
40,513 7,803 3,906 - 52,222
67,441 83,348 22,885 2,009 175,683
12,793 9,486 13,316 - 35,595
21,490 4,160 763 526 26,939
279,967 163,629 67,905 2,795 514,296
$ 3,528,639 $ 880,146 1,115329 § 355326 $ 5,879,440
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19. Schedule of Utility Enterprise Fund Operating Expenses by
Function for the Year Ended December 31, 2010

Personal Services and Benefits:

Direct Labor $ 767,740
Payroll Taxes, Retirement and Group Insurance 286,667
1,054,407
Contractual Services:
Equipment Rental 24,794
Lab Fees 25,636
Subcontract Disposal Service 526,663
Professional Fees 175,683
752,776
Cost of Materials: ,
Natural Gas Purchases 2,241,539
Utilities:
Utilities 189,359
Telephone 35,595
224,954
Repair and Maintenance:
Equipment Expenses 75,960
Maintenance 627,302
703,262
Supplies: '
Small Tools and Supplies 25,553
Office Expense 52,222
Miscellaneous 64,920
142,695
Insurance 158,937
Depreciation 573,931
Bad Debts 26,939
Total Operating Expenses $ 5,879,440
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Environmental Assessment Liabilities

As a result of past violations, the Louisiana Department of Environmental Quality proposed
approximately $970,000 in environmental assessments and penalties. In response to the proposed
assessments and penalties and after much negotiation, the Town and the Louisiana Department of
Environmental Quality drafted a settlement whereby the Town of Walker must expend $310,000 in
various beneficial environmental projects outlined in the agreement as well as $8,820 in penalties.
Therefore, the Town of Walker included an amount of $318,820 as a Long-Term Obligation on the
December 31, 2007 Financial Statements. As of December 31, 2010, the entire $318,820 liability has
been paid.

Litigation

The Town is a defendant in several lawsuits. Although the outcome of these lawsuits is not presently
determinable, it is the opinion of the Town's counsel and management that resolution of these matters
will not have a material adverse effect on the financial condition of the Town of Walker.

Contingent Liabilities

Primarily during years 1996 - 1998, the Town of Walker entered into several contracts with the
Louisiana Department of Transportation and Development (LDOTD) for the relocation of utility lines
and facilities. Documentation obtained from LDOTD indicates the following amounts owed to LDOTD
by the Town of Walker.

Department
Water Department $ 293,136
Gas Department 427,445
Sewer Department 653,766

Total DOTD Contingent Liabilities $1,374,347

Since it could not be determined if LDOTD will enforce payment of these liabilities, the above amounts
were recorded as a debit (increase) to capital assets and a credit to contributed capital in a prior year.
Upon determination that the liability is enforceable and the Town must reimburse LDOTD, the Town
must reclassify the total recorded as contributed capital to a liability account.
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23. Compensation Paid Mayor and Council Members

Bobby Font, Mayor

13791 Aydell Lane

P.O. Box 218

Walker, LA 70785

(225) 667-0972 $ 51,414

Elton Burns, Board Member

30034 Corbin Ave.

Walker, LA 70785

(225) 665-6605 9,800

Jack Summerell, Board Member

28351 Red Oak Dr.

Walker, LA 70785

(225) 665-7738 9,800

Scarlett Major, Board Member

13699 Aydell Lane

Walker, LA 70785

(225) 665-6695 9,800

James Phillips, Board Member

28081 Foxfire Ave.

Walker, LA 70785

(225) 664-7046 9,600

Richard Wales, Board Member
13964 Guy Street

Walker, LA 70785

(225) 664-3085

\O
[=))
[
[

$ 100,014

Terms end December 31, 2012.
24. Revenues and Expenditures - Actual Compared to Budget
The following funds had actual revenues and/or other sources and expenditures and/or other uses over

budgeted expenditures and/or other uses by 5% or more for the year ended December 31, 2010 in the
following categories or functions:

Final Unfavorable
General Fund Budget Actual Variance

Capital Outlay Expenditures $ 263,471 $§ 343,562 $ 80,091

56



25.

26.

TOWN OF WALKER

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010
State law requires that budgets be amended when actual revenues are less than budgeted revenues or
actual expenditures exceed budgeted expenditures by 5% or more.
Subsequent Events

Sale of Property

On February 14,2011, the Town entered into an agreement with the Livingston Parish School Board to
sell 1.76 acres of land on Stump Street for $240,000. The Town deposited $240,000 from the Livingston
Parish School Board on March 2, 2011 for the sale of the land.

Issuance of New Utility Bond

On April 20, 2011, the Town issued $750,000 Combined Utilities Revenue Bonds, Series 2011. The
bond proceeds were provided by the Clean Water State Revolving Loan Fund administered by the
Louisiana Department of Environmental Quality (LADEQ) in accordance with applicable State and
Federal laws. The LADEQ provided the loan under the provisions of the Clean Water Act of 1972, as
amended by the Water Quality Act of 1987. The proceeds of this loan will be used to finance a portion
of the costs of constructing and acquiring improvements, extensions and replacements to the Town’s
wastewater system. The loan will bear interest at 0.95% per annum (including the LDEQ’s
administrative fee) and will be repaid over twenty years.

Current Accounting Pronouncements -

In February 2009, the Governmental Accounting Standards Board issued GASB Statement No. 54 “Fund
Balance Reporting and Governmental Fund Type Definitions.” The objective of this Statement is to
improve usefulness, including the understandability, of governmental fund balance information. This
Statement provides more clearly defined categories to make the nature and extent of the constraints
placed on a government’s fund balance more transparent. It also clarifies the existing governmental fund
type definitions to improve the comparability of governmental fund financial statements and help
financial statement users to better understand the purposes for which governments have chosen to use
particular funds for financial reporting. This Statement will be required to be adopted by the Town of
Walker for the fiscal year ending December 31, 2011.
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Schedule 1
TOWN OF WALKER

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2010

Federal Grantor/ Federal Agency or
Pass - Through Grantor/ CFDA Pass-Through Federal
Program Name Number Number Expenditures

United Stated Department of the Interior
Passed Through Louisiana Department of
Culture, Recreation and Tourism:
Outdoor Recreation, Acquisition
Development and Planning (ARRA) 15.916 N/A $ 19,348

United States Department of Justice
Passed Through Louisiana Commission

on Law Enforcement:
Truancy Program 16.540 N/A 433
Bulletproof Vest Partnership Program 16.607 N/A 2,576
Criminal Patrols 16.738 N/A 11,460
Eward Byrne Memorial Justice Assistance
Grant (ARRA) 16.803 N/A 96,110

United States Department of Transportation
Passed Through Louisiana Department of
Transportation and Development:
Highway Planning and Construction (ARRA) 20.205 N/A 142
Safe Routes to Schools Grant (ARRA) 20.205 N/A 132,381

United States Environmental Protection Agency
Passed Through Louisiana Department

of Health and Hospitals:
Capitalization Grants for Drinking Water
State Revolving Funds 66.468 N/A 364,000
Capitalization Grants for Drinking Water :
State Revolving Funds (ARRA) 66.468 N/A 68,804

United States Department of Homeland Security
Passed Through Louisiana Governor’s Office of
Homeland Security and Emergency Preparedness:

Emergency Management Performance Grant 97.042 N/A 4,733
Homeland Security Grant 97.067 N/A 4911

Total Expenditures of Federal Awards $ 704,898

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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(Continued)
TOWN OF WALKER

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2010

Note A - Significant Accounting Policies -

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
Town of Walker and is presented on the accrual basis of accounting. The information in this schedule

is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. '

See auditor’s report.
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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




T Hannis T. Bourgeois, LLP

Certified Public Accountants

2322 Tremont Drive * Baton Rouge, LA 70809
178 Del Orleans Avenue, Suite C » Denham Springs, LA 70726
Phone: 225.928.4770 » Fax: 225.926.0945
www.htbcpa.com

May 18, 2011

The Honorable Mayor, Bobby Font
and the Board of Aldermen

Town of Walker

Walker, Louisiana

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the budgetary comparative statements of the General Fund and the 2000 2
Cent Sales Tax Special Revenue Fund of the Town of Walker, Louisiana, as of and for the year ended
December 31, 2010, which collectively comprise the Town of Walker, Louisiana’s basic financial
statements, and have issued our report thereon dated May 18,2011. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town’s internal control over financial reporting as a
basis for designing our audit procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Town’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Town’s internal control over financial reporting.

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

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Walker’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The resulis
of our tests disclosed an instance of noncompliance or other matters that is required to be reported under
Government Auditing Standards and which is described in the accompanying schedule of findings and
responses as item 2010-1. '

The Town’s response to the finding identified in our audit is described in the accompanying schedule of
findings and responses. We did not audit the Town’s response and, accordingly, we express no opinion on
it.

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

Respectfully submitted,
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REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133



' I 'B Hannis T. Bourgeois, LLP
Certified Public Accountants

2322 Tremont Drive * Baton Rouge, LA 70809
178 Del Orleans Avenue, Suite C ® Denham Springs, LA 70726
Phone: 225.928.4770 e Fax: 225.926.0945
www.htbcpa.com

May 18, 2011

The Honorable Mayor, Bobby Font
and the Board of Aldermen

Town of Walker

Walker, Louisiana

Compliance

We have audited the Town of Walker’s compliance of with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended December 31,2010. The
Town’s major federal program is identified in the summary of auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of the Town’s
management. Our responsibility is to express an opinion on the Town’s compliance based on our audit.

We conducted our 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 Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we 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 we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the Town’s compliance with those requirements.

In our opinion, the Town of Walker complied, in all material respects, with the compliance requirements

referred to above that could have a direct and material effect on its major federal pro gram for the year ended
December 31, 2010.
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Internal Control Over Compliance

Management of the Town of Walker is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the Town’s internal control over compliance
with the requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Town’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance 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 material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information of management, the Office of the Legislative Auditor, State
of Louisiana, and federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specific parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

Respectfully submitted,

W,(ZW/ALP
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TOWN OF WALKER

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2010

As required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, the following is a summary of the results of our audit:

¢ Type of report issued on financial statements - unqualified.

e Type of report issued on compliance for major programs - unqualified.

e The results of audit procedures disclosed no material noncompliance in major programs.
e The results of audit procedures disclosed no questioned costs.

e Our audit disclosed no findings which are required to be reported under Section 510(a).
e The following program was tested as Type "A"” major programs:

Federal Grantor/
Pass - Through Grantor/ CFDA
Program Name Number

United States Environmental Protection Agency
Passed Through Louisiana Department

of Health and Hospitals:
Capitalization Grants for Drinking Water
State Revolving Funds 66.468
Capitalization Grants for Drinking Water
State Revolving Funds (ARRA) 66.468

e The threshold for distinguishing Types A and B programs was $300,000
e The Town of Walker was not determined to be a low-risk auditee.
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TOWN OF WALKER

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2010

B. Internal Control Over Financial Reporting
None
C. Compliance and Other Matters

Finding 2010-1 Failure to Amend Budget (LSA-R.S. 39:1310):

State law requires that budgets be amended when actual revenues are less than budgeted revenues or
actual expenditures exceed budgeted expenditures and other financing uses exceed budgeted amounts
by 5% or more. Actual expenses of the general fund exceeded budgeted expenditures by a greater than
5% variance in the following departments:

Unfavorable Variance Variance %

General Fund

o Capital Outlay Expenditures $ 80,091 30.40%

Recommendation:

We recommend that the management of the Town monitor actual costs accumulated by department and

make appropriate budget amendments to comply with the law requiring the budget to actual variance to
be within 5%.

Management’s Response:

The Town was awarded a Safe Routes to School Grant from the United States Department of
Transportation, passed through the Louisiana Department of Transportation and Development. As of
the time the budget amendment was prepared, only engineering design and planning work was
expected to be completed during 2010 with the actual construction to begin in 2011. Therefore,
construction expenses associated with this project were not included in the 2010 budget amendment.
Excluding these construction costs, the capital outlay would have had a favorable variance of $52,290
(19.85%).
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TOWN OF WALKER

SCHEDULE OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2010
(A) Findings-Internal Control Over Financial Reporting
None
(B) Findings-Compliance and Other Matters-

Finding 2009-1 Failure to Amend Budget (LSA-R.S. 39:1310):

State law requires that budgets be amended when actual revenues are less than budgeted revenues or
actual expenditures exceed budgeted expenditures and other financing uses exceed budgeted amounts by
5% or more. Actual expenses of the general fund exceeded budgeted expenditures by a greater than 5%
variance in the following departments:

Unfavorable Variance Variance %

General Fund
e Licenses and Permits Revenue $ 37,229 8.35%
e Interest Income $ 5,143 75.15%
e Miscellaneous Revenue $ 20,539 21.38%
e General Government Expenditures $ 230,258 16.19%
e Capital Outlay Expenditures $ 78,646 26.12%

2000 Y% Cent Sales Tax Special Revenue Fund
e Debt Service Expenditures $ 129,566 40.20%

Recommendation:

We recommended that the management of the Town monitor actual costs accumulated by department
and make appropriate budget amendments to comply with the law requiring the budget to actual variance
to be within 5%.

Management’s Response:

As per R.S. 39:1311, the budget is required to be amended when total revenue and other sources plus
projected revenue and other sources for the remainder of the year, within a fund, are failing to meet total
budgeted revenues and other sources by five percent or more; or total actual expenditures and other uses
plus projected expenditures and other uses for the remainder of the year, within a fund, are exceeding the
total budgeted expenditures and other uses by five percent or more.

As of the last estimates prior to adopting the final budget amendment, projections reported a positive
total general fund revenue variance of 8.09% and a negative total expenditure variance of 2.33%.
Although several departments had unfavorable variances greater than 5%, management opted not to
increase the departmental budgets with the exception of a few specific items since in total the budget was
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TOWN OF WALKER

SCHEDULE OF PRIOR YEAR FINDINGS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2010

in compliance. Projected total revenue and expenditure variances after the budget amendment was
adopted were +5.57% and -.27%, respectively. Actual total revenue and expenditure variances were
+5.12% and -5.30%, respectively.

The unfavorable variances as noted above are due primarily to:

Licenses and Permit Revenue

o Although Walker experienced growth in 2009, construction activity slowed as compared to 2008. In
2009 there were fewer permits issued, fewer license renewals, and fewer large commercial projects.

Interest Income

e Interest earnings down from 2008.

Miscellaneous Revenue

¢ Penalties and interest were down from 2008 with the Town taking a more active roll in occupational
license renewals.

o Promotional / community events revenue was netted against expenditures rather than recorded as
revenue.

General Government Expenditures

o Increase in general government salaries with the addition of a grant coordinator and two court
assistants.

e FEconomic development payment to Stine Lumber that was originally charged to Enterprise Fund.

Capital Qutlay Expenditures

o Law enforcement software purchased under grant originally intended to be purchased in 2010;
however, the grant was available in 2009 and the existing software was on the verge of crashing
beyond repair.

e Two c-cans purchased for additional storage, one for the Police Department and one for Town Hall.

e Two vehicles purchased in December from state surplus for Street Department. These were low
mileage vehicles in excellent condition that were purchased to replace older, high mileage vehicles
that were scheduled for replacement in 2010.

Debt Service Expenditures

e The 1999 Gas and Water Revenue Bonds, the 2000 and 2001 Sewer Revenue Bonds, and the 2000
Sales Tax Bonds were consolidated and reissued as the 2009 Utility Revenue Bonds. The entire
amount of the new bonds and all related costs were recorded in the Enterprise fund. Because the
2000 Sales Tax Bonds were originally recorded in the Y2 Cent Sales Tax Fund, an audit adjustment
was made to record a pro-rata share of the new bonds and related costs in the Sales Tax Fund.
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TOWN OF WALKER

SCHEDULE OF PRIOR YEAR FINDINGS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2010

Corrective Action Taken:

While management continues to monitor the budget on a current basis, for the year ended December 31,
2010, they failed to adequately budget capital outlay expenses as described in current year finding 2010-
1.

Reference Number: 2004M-9

Category: Contingent Liabilities
Description of Finding:

The Town of Walker must make decisions on the recording and/or disclosure of contingent liabilities.
Contingent liabilities are liabilities for which the Town may have a financial obligation that has not been
disclosed. Some of those contingent liabilities the prior CPA reviewed are as follows:

» Contingent Liability to Louisiana Department of Transportation and Development (DOTD).
Primarily during the years 1996 - 1998, the Town of Walker entered into several contracts for
relocation of utility lines and facilities. Documentation obtained from DOTD indicates the following
amounts owed to DOTD by the Town of Walker.

Department
Water Department $ 293,136
Gas Department 427,445
Sewer Department - 653,766
Total DOTD Contingent Liabilities $ 1,374,347

» Many local communities in Louisiana have obligations to the Louisiana Department of
Transportation and Development, but the nature and disposition of this liability must be disclosed.
The prior CPA was unable to determine if DOTD will enforce payment of these liabilities and
recorded these totals as a debit to capital assets and a credit to contributed capital. Upon
determination that the liability will be enforceable, the Town of Walker must reclassify the total
recorded as contributed capital to a liability account.

Recommendations:

It was recommended by the prior CPA for the Town to review the above contingent liabilities, and
additional liabilities disclosed as current balances be corrected, and either record the corrected liabilities
in the Town’s monthly financial statements, or compile the documentation necessary for annual financial
statement disclosure.
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TOWN OF WALKER

SCHEDULE OF PRIOR YEAR FINDINGS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2010

Corrective Action Taken:

The possible liability due to the Louisiana Department of Transportation has not been determined and is
still reported as a contingent liability in these financial statements.

Management’s Response:

The Town of Walker will seek the opinion of its attorney relative to the liability created when utilities were
relocated by the Louisiana Department of Transportation and Development. We will determine the
appropriate disclosure in accordance with the legal opinion. As of December 31, 2010 any liability is still
not determined. The Louisiana Department of Transportation has not enforced the collection of the
balances due; however, the Town has been notified that utility services adjacent to state right of ways
will not be approved until the liability is paid.

69



