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Independent Auditor’s Report

VILLAGE OF FOREST
Forest, Louisiana

1 have audited the accompanying financial statements of the governmental activities and major fund of the
Village of Forest, as of December 31, 2011, and for the year then ended, which collectively comprise the
Village’s basic financial statements &s listed in the table of contents. These financial statements are the
responsibility of the Village of Forest's management. My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with euditing standards generally accepted in the United States of
America. Those standards require that I plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures m the financial statements. Anaudit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. 1believe that my audit provides a reasonable basis
for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position and major fund of the Village of Forest as of December 31, 2011, and the
respective changes in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of Amenca.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 6 through 10, and the budgetary comparison information on pages 30
through 31, be presented to supplement the basic financial statements. Such informatian, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical contest. | have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted n the
United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with managements’s responses to my
inquiries, the basic financial statements, and other knowledge I obtained during my audit of the basic
financial statements. I do not express an opinion or provide any assurance on the information because the
limited procedures do not provide me with sufficient evidence to express an opinion or provide any
assurance.
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VILLAGE OF FOREST
Forest, Louisiana

Independent Auditor’s Report,
December 31, 2011

My audit was conducled for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Forest’s basic financial statements as a whole. The supplemental information
schedules listed in the table of contents are presented for the purpose of additional analysis and are not a
required part of the financial statements of the Village of Forest. Such information has been subjected to
the auditing procedures apphed n the audit of the financial statements and certain additional procedures,
including companng and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the 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 is fairly stated in all material respects in relation to the financial
statements as a whole.

In accordance with Government Auditing Standards, 1 have also issued a report dated March 22, 2012, on
the Village of Forest's compliance with laws and regulations, and my consideration of the agency’s
internal control over financial 1eporting That report 1s an wntegral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considenng the results of my audit.

West Monroe. Louisiana
March 22, 2012
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VILLAGE OF FOREST
Forest, Louisiana

Management’s Discussion and Analysis
December 31, 2011

As management of the Village of Forest, we offer readers of the Village of Forest’s financial statements
this narrative overview and analysis of the financial activities of the Village of Forest for the year ended
December 31, 2011, Please read it in conjunction with the basic financial statements and the
accompanying notes to the financial statements.

Overview of the Financial Statements

This Management Discussion and Analysis document introduces the Village's hasic financial statements.
The annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities (Government-wide Financial Statements) provide information about the financial
activities as a whole and illustrate a longer-term view of the Village's finances. The Balance Sheet and
Statement of Revenues. Expenditures and Changes in Fund Balance - Governmental Fund (Fund Financial
Statements) tell how these services were financed in the short term as well as what remains for future
spending Fund Financial Statements also report the operations in more detail than the Government-Wide
Financial Statements by providing information about the most significant funds. This report also contains
other supplementary information in addition to the basic financial statements themselves.

Qur auditor has provided assurance in her independent auditor’s report that the Basic Financial Statements
are fairly stated. The auditor, regarding the Required Supplemental Information and the Supplemental
Information is providing varying degrees of assurance. A user of this report should read the independent
auditor’s report carefully to ascertain the level of assurance being provided for each of the other parts in
the Financial Section.

Goverminent-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Village of Forest’s finances, 1n a manner similar to a private-sector

business.

The siatement of net asseis presents information on all of the Village of Forest’s assets and liabilities, with
the difference between the two reported as et assers. Over time, 1ncreases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Village of Forest is improving or
deteriorating

The sratement of acnvities presents information showing how the government’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of timing of related cash flows Thus, revenues and expenses are
reported in this statement for some 1tems that will only result in cash flows in future fiscal periods (for
example, earned, but unused, sick leave).



Fund financial siaiements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Village of Forest, like other
state and local govermments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements  All of the funds of the Village of Forest can be divided inlo two categories:
governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on pear-term inflows and
outflows of spendable resources, as well as on balances of spendable resources avatlable at the end of the
fiscal year, Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, 1t 1s useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing decisions.
Both the governmental fund balance sheet and governmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The Village of Forest adepts an annual appropriated budget for the general fund. A budgetary comparison
statement is provided for the major fund to demonstrate compliance with this budget.

Proprietary funds. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The Village uses its enterprise fund to account
for its water ulility operations.

Proprietary funds provide the same type of information as the government-wide financial staternents, only
in more detail. The proprietary funds financial statements provide separate information for the enterprise
fund. winch is considered to be a major fund of the Village.

Notes to the financial statements. The notes provide additional information that 1s essential to a full
understanding ol the data provided in the government-wide and fund financial statements.

Other Information. [n addition to the basic financtial statements and accompanying notes, this report also
presents certain required supplementary mformation concerning the Village of Forest’s performance.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a usefu] indicator of a government’s financial position.
At the close of the most recent fiscal year, assets of the Village of Forest exceeded liabilities by $830,558.
Approximately 51% of the Village of Forest’s net assets teflects its investment in capital assets {e.g.,
equipment), iess any related debt used to acquire those assets that 1s still outstanding. These assets are
not available for future spending.



The balance i unrestricted net assets 15 affected by two factors: 1) resources expended, over time, by the
Village of Forest to acquire capital assets from sources other than internally generated funds (i e., debt),
and 2) required depreciation on assets being included in the statement of net assets

STATEMENT OF NET ASSETS
2011 2010
ASSETS
Current assets
Cash and cash equivalents 111614 $122,020
Receivables 14.964 15.521
Total curren! assets 126,578 137,340
Restricted assets - cash and cash equivalents 127,454 143,469
Capital assets - not depreciated 27,500 27,500
Capital assets (net of accumuiated depreciation) 1.507.893 _1.550.239
TOTAL ASSETS $1.789.425 $].858 349
LIABILITIES
Current habilibes
Accounts payable 52,466 $1,939
Customer meter deposits 32,280 31,395
Payable from resiricted assets - accrued miterest 3.494 3.563
Total current liabilittes 38240 36.897
Long term liabiliies:
Due 1n one year 16,806 15,969
Due 1n more than one year 903.821 920.639
Total long term habiliies 920.627 936.608
TOTAL LIABILITIES 958.867 973,505
NET ASSETS
Invested in capual assets, net of related debt 419.992 678,269
Contributed capital (net of accumulated depreciation
on fixed assets acquired with federal grant) (04,405 109,900
Retained earninys:
Reserved [or debt service 36,397 35,532
Reserved for conlingencies 4,708 4,742
Unreserved - undesignaied 58.074 40.352
Total retained eamings 09,179 80.626
Unrestricted 206 682 16 249
TOTAL NET ASSETS $830,558 _ $885044

STATEMENT OF ACTIVITIES

011 2010
Prunary Government
Governmenta$ Activities

Personal services $3,000 $3,000
Operating services 20,325 14,920
Materials and supplies 2,39% 2,827
Public safety 2,528 2,797
Depreciation expense 11,102 1.104

Total Governmenial Activities 39,354 34.648




Business-type Activities
Water and sewer

Salaries 569,714 71,114

Payroll taxes 5333 5,440

Adminstrative 22618 17,719

Sales tax 256

Utilities 17,619 22,392

Repairs and maintenance 6,282 3,191

Insurance 20,305 13,815

Materials and supphes 16,444 16,628

Testing expense 4,302 5,680
Depreciation expense 52,439 48.200

Total Business-type Activities 215.056 204.435

Total Primary Government 254410 239,083

Governmental Activities’

Occupational licenses 6,801 6,849

Fees, charges and commissions 6,705 7517

Other ravenue 199 376

Business-type - Water sales

199.297 205,763

Total program revenues 213,002 220,505
Net Program Expenses (Revenues) (41.408) _ (18.578)
General revenues (expenses)
Tax, franchise 5,453 6,147
Interest earned 847 408
Interest expense (42,488  (43,284)
Intergovernmental
Federal grant 18,110 198,390
State grants 5,000 4,612
Adjustment for depreciation an capital assets
acquired with federal grants 5.495 5495
Total general revenues (expenses) (7.583) 171,768
Special items
Operating transfer in 12,850
Operating transfer out {12,850)
Change in Net Assets (48,991) 153,190

Net Assets - Beginning of year

773,144 521,954

Net Assets - End of year

$726.153  _S$775,144

Financial Analysis of the Government’s Funds

As noted earlier, the Village of Forest uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the governmental funds is to provide information on
near-term inflows, outflows, and balances of expendable resources. Such information is useful in
assessing the financing requirements In particular, unreserved fund balance may serve as a useful
measure of a povernment’s net resources available for spending at the end of the fisca) year

As of December 31, 2011, the General Fund unreserved, unassigned fund balance of $12,208 showed a
decrease of $4,041 over December 31, 2010.



General Fund Budgetary Highlights

Differences between the bottom line of the original budgets and the final budgets were relatively small.

Capital Asset and Debt Administration

Capital assets. The Village of Forest’s investment in capital assets for its governmental activities as of
December 31, 2011, amounts to $194,775 (net of accurmnulated depreciation) This investment includes
land, fumiture and equipment and construction in progress. There were no increases or decreases in
capital outlay for the year ended December 31, 2011.

Long-term debt. At the end of the fiscal year, the Village of Forest had business type activity debt
outstanding, in the form of revenue bonds, of $920,627, During the year ended December 31, 2011,
$15,981 of debt was paid in accordance with the debt agreement.

Requests for Information

This financial report 1s designed to provide a general overview of the Village of Forest’s finances for all
those with an interest in the government’s {inances. Questions concerming any of the information
provided in this report or requests for additional financial information should be addressed to the Village
of Forest, P.O. Box 338, Forest, LA 71242,

March 22, 2012
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Statement A
VILLAGE OF FOREST
Forest, Louisiana

STATEMENT OF NET ASSETS
December 31, 2011

Governmental  Business-type

Activities Activities Total
ASSETS
Current assets:
Cash and cash eguivalents 511,481 $100,133 $111,614
Accounts receivable 1,158 13,806 14,964
Total current assets 12,639 113,939 126,578
Restricted assets - cash and cash equivaients 127,454 127,454
Capital assets - not depreciated 27,500 27,500
Capital assets (net of accumulated depreciation) 167,274 1,340,619 1.507.893
TOTAL ASSETS $207.413 $1.582.012 $1.789.425
LIABILITIES
Current Liabilities:
Accounts payable $431 $2,035 $2,466
Customer meter deposits 32,280 32,280
Payable from restricted assets -
accrued interest 3.494 3.4%4
Total current liabilities 431 37,809 38.240
Long term liabilities.
Due in one year 16,806 16,806
Due in mare than one year 903,821 903,821
Toral long term habilities NONE 920.627 920.627
TOTAL LIABILITIES 431 958.436 958.867
NET ASSETS
Invested in capital assets. net of related debt 419992 419,992
Contributed capital (net of accumulated
depreciation on capital assets acquired
with federal grant) 104,408 104,405
Retained earnings:
Reserved for debt service 36,397 36,397
Reserved for contingencies 4,708 4,708
Unreserved - undesignated 58.074 58.074
Total retained earnings 99,179 99,179
Unrestricted 206.982 206.982
TOTAL NET ASSETS $206.982 $623.576 _$830.558

The accompanying notes are an ntegral part of this statement



Statement B
VILLAGE OF FOREST
Forest, Louwistana

STATEMENT OF ACTIVITIES
December 31. 201 |
Governmental  Business-Type  Total Pnmary

Achivities Activittes Government
Primary Government
Governmental Activities
Personal services $3,000 $3.,000
QOperating services 20325 20,325
Materials and supplies 2,399 2,399
Pubhc safety 3,528 2,528
Depreciabion espense 11102 11,102
Total Goverminental Activities 319.354 NONE 39.354
Business-type Activities
Water and sewer
Salaries £69,714 69,714
Payroll taxes 3,333 5,333
Administrative 22618 22618
Utilities 17,619 17,619
Repanws and maintenance 6,282 6,282
Insurance 20,305 20,305
Matenals and supplies 16,444 15,444
Testing expense 4,302 4,302
Depreciation expense 52 439 52439
Total Business-type Activities NONE 215056 215.056
Total Prunary Govermnent 39.354 215.056 254,410
Governmental Activities:
QOccupational licenses 6.801 6,801
Fees. charges and commissions 6,705 6,705
Other revenue 199 199
Bustness-type Activity - Water sales 199297 199.297
Total program revenues 13,705 199,297 213,002
Net Program Expenses (Revenues) (25,649) (15.759) (4]1.408)
General revenues (expenses)
Tax, franchise 5,453 5453
[nterest eaarned 53 794 847
Interest expense (42,488) (42,488}
Intergovernmental
Federal grant 18,110 18,110
State grants 5,000 5,000
Adjustment for depreciation on capnal
assets acquired with federal grants 3.485 5495
Total peneral revenues (expenses) 10.506 {18.089) {7.583)
Change in Net Assets {15,143) (33,848) (48,991)
Net Assets - Beginming of year 222.125 553.019 775144
Net Assets - End of year $£206.982 $519.171 $726,153

———

The accompanying notes are an integral part of this statemenl
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VILLAGE OF FOREST
Forest, Louisiana
GOVERNMENTAL FUNDS

Balance Sheet, December 31, 2011

ASSETS
Current assets.
Cash
Accounts receivables
Total current nssels
Restricted assets - cash and equivalents
Water sysiem plant and equipment
(Net of accumulated depreciation)

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
Liabulities.
Current liabilities.
Accounts payable
Customer meter deposits
Payable from restricted assets -
accrued interest
Revenue bonds payable

Total liabilities
Fund Equity

Contributed capital (net of accumulated
depreciation on fixed assets acquired
with federal grant)

Retained earnings:
Reserved for debt service
Reserved for contingencies
Unreserved - undesignated

Total retained earnings

Fund balance - unreserved-
unassigned

Total Fund Equity

TOTAL LIABILITIES
AND FUND EQUITY

The accompanying notes are an integral part of this statement.
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Statement C

PROPRIETARY

GOVERNMENTAL  FUND TYPE -
FUND TYPE - WATER
GENERAL ENTERPRISE
FUND FUND

$11,481 $100,133

1.158 13,806

12,639 113,939

127,454

1,340,619

512,639 $1.582.012

$431 $2,035

32,280

3,494

920,627

431 958,436

104,405

16,397

4,708

478,066

NONE 519,171
12,208

12,208 623,576

$12.639 $1.582.012



VILLAGE OF FOREST
Forest, Louisiana

Reconcilation of Governmenial Funds
Balance Sheet ta the Statement of Net Assets

For the Year Ended December 31, 2011

Total Fund Balances - Governmental Funds (Statement C)

Cost of capital assets
Less: Accumulated depreciation

Net Assets (Statement A)

The accompanying notes are an integral part of this statement.
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Governmental Fund Type
General Fund

$12.208

$260,196
(65.422) 194.774

$206.982



VILLAGE OF FOREST

Forest, Louisiana

GOVERNMENTAL FUNDS

Statement of Revenues, Eapenditures,
and Changes in Fund Balances

For the Year Ended December 31, 2011

REVENUES
Tax, franchise
Occupational licenses
Intergovernmental -

State grants
Fees. charges and commissions
Use of money and property - interest earnings
Other revenue

Total revenues

EXPENDITURES
General government - current:
Personal services
Operating services
Matenals and supplies
Public safety
Total expenditures

EXCESS (Deficiency) OF REVENUES
OVER EXPENDITURES

FUND BALANCES AT BEGINNING OF YEAR

FUND BALANCES AT END OF YEAR

The accompanying notes are an wtegral part of this statement.
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Statement D

GENERAL

FUND

$5,453
6,801

5,000
6,705
53

199
24,211

— e

3,000
20,325
2,399
2,528
28.252

(4,041)
16.249
$12.208



VILLAGE OF FOREST
Forest, Louisiana

Reconciliation of Governmental Funds
Statemenl of Revenue, Expenditures, and Changes
in Fund Balances to the Statement of Activities

For the Year Ended December 31. 2011

Governmental
Fund Type -
General Fund
Total net change in fund balances - governmental funds (Statement D) {$4,041)
Amounts reported for governmental activities in the Statemment of Activities are different
because
Capital outlays are reported in governmental funds as expenditures. However, in the statement
of Activities, the cost of those assets 15 allocated over their estimated useful lives as depreciation
expense This is the amount by which capital outlays exceed depreciation for the perod. (11.102)
Change in net assels of govemmental activities (Statement B) {$15.143)

The accompanying notes are an integral part of this siatement
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VILLAGE OF FOREST
FOREST, Lowsiana
PROPRIETARY FUND TYPE -
WATER ENTERPRISE FUND

Statement of Revenues, Expenses,
and Changes 1n Retained Eamings
For the Year Ended December 31, 2011

OPERATING REVENUES
Water sales

OPERATING EXPENSES
Salaries
Payrol! taxes
Administrative
Utilities
Repairs and maintenance
Insurance
Materials and supplies
Testing Expense
Depreciation

Total Operating Expenses

OPERATING INCOME

NON-OPERATING REVENUES (Expenses)
Interest income
Federal grant
Interest expense
Total Non-Operating Revenues (expenses)

NET INCOME

OTHER FINANCING SOURCE (Use)
Adjustment for depreciation on capital assets acquired with federal grants

TOTAL OTHER FINANCING SOURCE (USE)
TOTAL NET INCOME AND OTHER FINANCING SOURCE (Usc)

RETAINED EARNINGS AT BEGINNING OF YEAR
RETAINED EARNINGS AT END OF YEAR

The accompanying notes are an integral part of this stalement.
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Statement E

$199.297

69,714
5,333
22,618
17,619
6,282
20,305
16,444
4,302

52,439

215.056
(15,759}

794
18,110

(42.488)
(23,584)

(39.343)

3,495
5,495

(33.848)

553,019

$519.171



VILLAGE OF FOREST
FOREST, Louisiana
PROPRIETARY FUND TYPE -
WATER ENTERPRISE FUND

Statement of Cash Flows

For the Year Ended December 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Operating Income (Loss)
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation
Decrease 1n accounts receivabie
Increase in accounts payable
Decrease in accrued interest payable
Increase in meter deposits
Total adjustments
Net cash provided by operating activities
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Decrease in bonds payable
Interest expense
Increase in grant revenue
Acquisition of assets
Total cash flows from capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
interest earnings

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

The accompanying notes are an integral part of this statement

-19-

Statement F

$15,759

52,439
336
793
(69)
885

54384

38,625

(15,981)
(42,488)
18,110

(21.195)
(61,554)

794
(22,135)
249.722

$227.587



VILLAGE OF FOREST
Forest, Louisiana

Notes to the Financial Statements
As of and For the Year Ended December 31, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village of Forest was incorporated under the provisions of the Lawrason Act in 1966. The village
operates under a Mayor-Board of Aldermen form of government. The mayor and aldermen serve four-
year terms which expire on December 31, 2012.

The accompanying financial statements of the Village of Forest have been prepared in conformity with
U.S. generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) 1s the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The accompanying basic financial statements
have been prepared in conformity with GASB Statement 34, Basic Financial Statemenis-and
Meanagement’s Discussion and Analysis -for State and Local Governments, issued in June 1999.

A, REPORTING ENTITY

As the governing authority of the village, for reporting purposes, the Village of Forest is
considered a separate financial reporting entity. The financial reporting entity consists of
(a) the primary government (the village), (b) orgamzations for which the primary
government is financially accountable, and (c) other arganizations for which the nature and
significance of their relationship with the pnmary government are such that exclusion
would cause the reporting entity's financial statements to be misleading or incomplete.

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria
for determining which component umts should be considered part of the Village of Forest
for financial reporting purposes The basic criterion for including a potential component
unit withtn the reporting entity i1s financial accountability. The GASB has set forth criteria
to be considered in determining financial accountability. This criteria includes:

1, Appointing a voting majority of an organization's governing body,
and:

a. The ability of the village to impose its will on that
organization and/or

b. The potential for the organization to provide specific
financial benetits to or impose specific financial burdens
on the village

ra

Organizations for which the village does not appoint a voting
majority but are fiscally dependent on the village.

-20-
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VILLAGE OF FOREST

Forest, Louisiana
Notes to the Financial Statements {Continued)

3. Organizations for which the reporting entity financial statements
would be misleading if data of the organization 15 not tncluded
because of the nature or significance of the relationship

Based on the previous critera, the village has determined that there are no component units
that are part of the reporting entity

B. BASIC FINANCIAL STATEMENTS -
GOVERNMENT-WIDE STATEMENTS

The village's basic financial statements nclude both government-wide (reporting the
village as a whole) and fund financial statements (reporting the village's major funds).
Both government-wide and fund financial statements categorize primary activities as either
governmental or business type.

The Statement of Net Assets (Statement A) and the Statement of Activities (Statement B}
display information about the reporting goverminent as a whole. These statements include
all the financial activities of the village.

In the Statement of Net Assets, governmental activities are presented on a consolidated
basis and are presented on a full accrual, economic resource basis, which recognizes all
long-term assets and recervables as well as long-tenm obligations. Net assets are reported
in three parts: invested in capital assets, net of any related debt; restricted net assets; and
umestricted net assets. The village first uses restricted resources to finance qualifying
activities.

The gavernment-wide financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting Revenues, expenses, gains, losses,
assets and liabilities resulting from exchange or exchange-like transactions are recognized
when the exchange occurs {regardless of when cash 1s received or disbursed). Revenues,
expenses, gains, losses, assets and liabilities resulting from nonexchange transactions are
recognized in accordance with the requirements of GASB Statement No. 33, Accounting and
Financial Repartng for Nonexchange Transactions.

Program Revenues - Program revenues included in the Statement of Activities (Statement
B) are derived direcily from parties outside the village’s taxpayers or citizenry. Program
revenues reduce the cost of the function to be financed from the village’s general revenues.

Allocation of Indirect Expenses - The village reports all direct expenses by function in the

Statement of Activities (Statement B) Direct expenses are those that are clearly identifiable
with a function. Indirect expenses of other functions are not allocated to those functions but

-21-



VILLAGE OF FOREST
Forest. Lowsiana
Notes ta the Financiat Statements (Continued)

are 1eported separately in the Statement of Activities. Depreciation expense, which can be
specifically identified by [unction, is included in the direct expenses of each function.
Depreciation on buildings is assigned to the “general administration”™ function due to the fact
that buildings serve multiple purposes Interest on general iong-term debt is considered an
indirect expense and is reported separately an the Statement of Activities.

C. BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial transactions of the village are reported in individual funds in the fund
financial statements. Fund accounting is designed to demonstrate legal compliance and to
aid financial management by segregating transactions related to certain government
functions or activities

Fund financial statements report detailed information about the village. The focus of
governmental fund financial statements is on major funds rather than reporting funds by
type. Each major fund 15 presented in a separate column

A fund is a separate accounting entity with a self-balancing set of accounts that comprise
its assets. liabilities, fund equity, revenues, and expenditures. Funds are classified into
three categories; governmental, proprietary, and fiduciary. Each category, in tum, is
divided into separate "fund types". Governmental funds are used to account for a
government's general activities, where the focus of attention 1s on the providing of services
to the public as opposed to proprietary funds where the focus of attention is on recovering
the cost of providing services (o the public or other agencies through service charges or
user fees. Fiduciary funds are used to account for assets held for others. The village's
current operations require ihe use of only govemmental and proprietary funds. The
governmental and proprietary fund types used by the village are described as follows:

Governmental Fund Type

General Fund - The General Fund, as provided by Louisiana Revised Statute 13:781,
15 the principal fund of the village and is used to account for the operations of the
village's office. The various fees and charges due to the village's office are accounted
for in this fund  General operating expenditures are paid from this fund.

Proprietary Fund Type - Water Enterprise Fund

The Water Enterprise Fund 15 used to account for the operations of the village’s water
system [he operations aie financed and operated 1n a manner similar to private
business enterprises, where the intent of the goverming body is that the cost (expenses,
including depreciation) of providing goods or services to the general public on a
continumng basis be financed or recovered primarily through user charges.
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Notes to the Financial Statements (Continued)

D. BASIS OF ACCOUNTING

Bas:s of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. it relates to the timing
of the measuiement made regardiess of the measurement {ocus applied.

1. Accrual:

Both governmental and business type activities i the government-wide financial
statements are presented on the accival basis of accounting Revenues are
recogmzed when eamed and expenses are recognized when incurred.

Y Modified Accrual:

The governmental funds financial statements are presented on the modified accrual
basis of accounting. With thus measurement focus, only current assets and current
liabilities are generally included on the balance sheet. The statement of revenues,
expenditures, and changes in fund balances reports on the sources (i.e., revenues
and other financing sources) and uses (i.e., expenditures and other financing uses)
of current financial resources. This approach differs from the manner in which the
governmental activities of the govemment-wide financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with
briel expianations to better identify the relationship between the government-wide
staternents and the statements for governmental funds.

Governmental funds and the proprietary type agency funds use the modified accrual basis
of accounting. Under the modified accrual basis of accounting, revenues are recognized
when susceptible to accrual (i.e, when they become both measurable and available).
Measurable means the amount of the transaction can be determined and available means
collectible within the current period or soon enough thereafter to pay liabilities of the
current period. The village considers all revenues available 1f they are collected withm 60
days aftes the fiscal year end. Eapenditures are recorded when the related fund liability is
incurred, except for interest and principal payments on general long-term debt which is
recogruzed when due, and certain compensated absences and claims and judgments which
are recognized when the obligations are expected to be hquidated with expendable
available financial resources The governmental funds use the following practices in
recording revenues and expenditures:

Revenues

Franchise taxes and intergovernmental revenues are recorded when the
village 1s entitled to the funds,
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Interest uicome on bank deposits is recorded when the interest has been
earned and the amount 1s determinable

Substantrally all other revenues aie recorded when they are received by the
village

Based on the above critena, franchise taxes have been treated as susceptible
10 accrual

Expenditures

Expenditures are generally recoginized under the modified accrual basis of
accounting when the related fund liability is incurred.

Proprietary Fund Type - Water Enterprise Fund

The Water Enterprise Fund 1s accounted for using the accrual basis of
accounttng. Revenues are recognized when they are earned, and expenses
are recognized when they are incurred.

E. CASH AND CASH EQUIVALENTS

Under state law, the village may deposit funds in demand deposits. interest bearing demand
deposits, money market accounts, or tume deposits with state banks organized under
Louisiana law and national banks having principal offices in Louisiana. At December 31,
2011, the village has cash and cash equivalents (book balances) totaling $239,068.

Demand deposits $145,761
Time deposits 93,307
Total $239.068

These deposits of $241,336 are stated at cost, which approximates market Under state
law, these deposits, o1 the resulting bank balances, must be secured by federal deposit
insurance.

F. CAPITAL ASSETS

Capital assets are capitalized at historical cost or estimated cost if lustorical cost is not
available Donated assets aie recorded as capital assets at their estimated fair market value
at the date of donation The village maintains a threshold level of $500 or more fo1
capitalizing capital assets

4



VILLAGE OF FOREST
Forest. Lotsiana
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Capital assets are reported in the government-wide financial statements but not in the fund
financial statements. Since surplus assets are sold for an immaterial amount when deciared
as no longer needed for public purposes by the village, no salvage value 15 taken into
consideration for depreciation purposes. All capital assets, other than land. are depreciated
using the straight-line method over the following useful lives.

Estimated
Description Lives
Buildings and building improvements 20 - 40 years
Furniture and fixtures 5- 10 years
Vehicles 5-15 years
Equipment 5 - 20 years

G.  ANNUAL AND SICK LEAVE

The Village of Forest has not adopted vacation and sick leave policies; therefore, there is
no liabihty for compensated absences.

H. RISK MANAGEMENT

The willage is exposed to varous risk of loss related to torts; thefl of, damage to, and
destruction of assets; and injuries to employees. To handle such risk of loss, the fire
district maintains a commercial insurance policy covening property, employee liability, and
public officials iability. No claims were paid on any of the policies during the past three
years which evceeded the policies™ coverage amounts. There were no significant
reductions in insmance coverage during the year ended December 31, 2011.

2, RECEIVABLES
The following 1s a summary of receivables at December 31, 2011*

Water

General Enterpnise
Fund Fund Total

Taxes,
Franchise $1,158 $1,158
Accounts $13.806 13.806
Total $1.158 $13.806 $14 964



VILLAGE OF FOREST
Forest. Louisiana
Notes to the Financial Statements (Continued)

3. CHANGES IN CAPITAL ASSETS
The following presents changes in capital assets for the year ended December 31, 2011:

Beginning Ending
Balance Additions  Deletions Balance

Capital assets not being depreciated -

Land $27.500 $27,500
Construction in progress NONE NONE
Capital assets being depreciated.
Buildings 169.768 169,768
Improvements other than buildings 13.001 13,001
Equipment 49.927 49,927
Total assets 260,196 NONE NONE 260,196
Less accumulated depreciation 54,320 11,102 65,422
Net capital assets $205,876  (§11,102) NONE  $194,774

A summary of proprietary fund tyne property, plant, and equipment at December 31. 2011, follows:

Accumulated Net Book

Basis Depreciation Value
Water sysiem $1,840,796 ($500,177) $1,340,619
Equipment 3.372 (3.372) NONE
Totai $1.844.168 ($503.549) $1.340,619

4, PENSION PLAN

The employees of the village are members of the Social Security System In addition to the employee
contributions withheld at 7.65 per cent of gross salary. the village contributes an equal amount to the
Social Security System For the year ended December 31, 2011, total salaries paid for 2011 were $69,714.
The village does not guarantee the benefits granted by the Social Security System

5. REYENUE BONDS PAYABLE

At December 31. 2011, the village has two outstanding issues of long-term revenue bonds. In 1990 the
village sold a revenue bond to the United States Department of Agriculture, Farmers Home
Administration. The 1ssue dated November 14, 1990 was for $130,200. The 1ssue bears interest at 6.125
per cent per annum  Principal and interest are to be repaid in annual payments of 38,846 through
November 14, 2030 All long-tern debt 15 to be repaid solely from the income and revenues derived from
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the operation of the water system. In 2008 the village had a preliminary bond issue for $912,000. The
village has received $755.000 of this 1ssue at December 31, 2008 and the remaining $157,000 at
December. 31,2011 The 1ssue bears interest at 4.5 per cent per annum. Principal and interest are to be
repaid in monthly payments of $4,141 through July 10, 2048 All long-term debt is to be repaid solely
from the income and revenues derived from the operation of the water system

The following is a summary of revenue bonds payable transactions for the year ended December 31, 2011:

Revenue bonds payable at January 1. 2011 £936,608
Additions NONE
Reductions (15.981)

Long-term debt at December 31, 2011 $920.627

The annual requirements to amortize the revenue bonds outstanding at December 31, 2011 are as follows.

Year Principal Interest Total
2012 $16,806 $41,732 $58,538
2013 17,688 40,850 58,538
2014 18,618 39,920 58.538
2015 19,635 38,941 58,576
2016 11,783 37.909 49,692
2017-2021 67,550 180,910 248,460
2022-2026 84,559 163,901 248.460
2027-2031 105,851 142,609 248,460
2032-2036 132,504 115,956 248.460
2037-2041 165,868 82,592 248,460
2042-2046 207,632 40,828 248.460
2047-2048 72.133 2.596 74,729
Total $920.627  $928.744 $1.849.371

6. CONTRIBUTED CAPITAL

In 1990. the village received a grant totaling $219,800 from the United States Department of Agriculture,
Farmers Home Administration 1o finance the construction of its water system The grant amount, shown
as contnbuted capital on the balance sheet, is reduced each year by the amount of depreciation expense
recognized on fixed assets constructed or acquired with the grant funds At December 31, 2011,
accumulated depreciation on these assets is $104,405

(2 RESERVED RETAINED EARNINGS

The bond covenant with the Farmers Home Administration for the 1990 revenue bond discussed in note
4 above, requires the village to establish the following reserve accounts:
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A A "Water Revenue Bond and Interest Sinking Fund”. The village must transfer
into this fund, each month, one-twelfth of the principal and interest due on the next
principal and interest payment date. This fund 1s used to pay bond principal and
interest as they become due.

B A "Water Reserve Fund" The village must transfer into this fund, each month, an
amount equal to 5 per cent of the amount to be paid into the Water Revenue Bond
and [nlerest Sinking Fund. Such amounts may be used only for the payment of
matured bonds and interest when sufficient funds are not available in the Water
Revenue Bond and Interest Sinking Fund.

C. A "Water Depreciation and Contingency Fund". The village musi transfer into this
fund. each month, an amount equal to 5 per cent of the amount to be paid into the
Water Revenue Bond and Interest Sinking Fund. The deposits in this fund may be
used for unusual or extraordinary maintenance, repairs, replacements, and
extenstons and for the cost of improvements to the system. Money in this fund
may also be used 10 pay principal and interest on bonds falling due at any time
there is not sufficient funds in the other reserve funds.

At December 31. 2011 the village has $41,105 in restricted accounts to meet reserve requirements. The
following is a summary of transactions in the bond reserve accounts for the year ended December 31,
2011:

Reserve for revenue bonds payable at January 1, 2011 $40,274
Deposits 9,846
Interest earnings 18
Bank charges (187)
Debt service (8,846)

Reserve for bonds payable at December 31, 2011 $41.105

8. LITIGATION AND CLAIMS

The Village of Forest is not involved m any litigation at December 31, 2011, nor is it aware of any
unasserted claims
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VILLAGE OF FOREST

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Forest, Lowsiana

For the Year Ended December 31. 2011

REVENUES
Tax, franchise
Occupational licenses
Intergovernmental -

State grants
Fees. charges and commissions
Use of money and property - interest earnings
Other revenues

Total revenues

EXPENDITURES
Geneial government - current’
Personal services
Operating services
Materials and supplies
Public salety
Total expenditures

EXCESS (Deficiency) OF REVENUES
OVER EXPENDITURES

FUND BALANCE AT BEGINNING OF
YEAR

FUND BALANCE AT END OF YEAR

Schedule 1

ACTUAL VARIANCE
ORIGINAL ~ FINAL  (BUDGETARY  FAVORABRLE

BUDGET _ _BUDGET BASIS) {LINFAVORABLE)
$6,500 $5,745 $5,453 ($292)
7.300 6,820 6,801 {19}
5,000 5,250 5,000 (250)
6,500 7,395 6,705 (690)

53 53
5.000 5,100 199 (4.901)
30.300 30310 22.211 {6,099}
5,500 4,963 3,000 1,963
19,200 21,554 20,325 1,229
4,300 2,984 2,399 585
800 809 2.528 (1.719)
29.800 _ 30.310 28.252 2,058
500 'NONE {4,041 (4,041)
NONE _NONE 16,249 16.249
3500 _NONE $12.208 $12.208

See accompanying note to budgetary comparison schedule.
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VILLAGE OF FOREST
Forest. Lomsiana

NOTE TO BUDGETARY COMPARISON SCHEDULE
For the Year Ended December 31, 2011

A preliminary budget for the ensuing year is prepared for the General Fund by the mayor prior to
Decemnber 31 of each year and is made available for pubhe inspection at least fifteen days prior to the
beginning of each fiscal year. The budget 1s established and conirolled by the board of aldermen at the
functional level of expenditure, Encumbrance accounting is not used by the village. Appropriations lapse
at year end and must be reappropriated for the following year to be expended. All changes in the budget
must be approved by the board of aldermen.

Formal budgetary integration 1s employed as a management control device during the year. Budgeted
amounts included in the accompanying budgetary comparison schedule include the original adopted
budget amounts and all subsequent amendments
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Schedule 2

VILLAGE OF FOREST
Forest, Louisiana

Schedule of Water Rates
For the Yea: Ended December 31, 2011

Classification Tariff Rate
Residential Monthly minunum for first 2,000 gallons $15.00
Per 1,000 gallons for all over 2,000 gallons 3.50
Commercial Monthly minimum for first 10,000 gallons 33.00
Per 1,000 gallons for all over 10,000 gailons 3.50
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Schedule 3

VILLAGE OF FOREST
Forest, Louisiana

Schedule of Insurance Coverage
As of December 31.2011

Type of Name of Policy Amount of Expiration
Coverage Insurer Number Coverage Date

Commercial Louisiana LML-124 Apgregate - $500,000 5/1/12
General Liability Municipal Each Occurrence - $500,000

Risk Management Medical Payments - 31,000 per

Agency person - $10,000 per accident

Fire Legal Liability - $30,000 per
occurrence

Law Enforcement Louisiana LML-124 $500,000 3/1/12
Officers Municipal
Comprehensive  Risk Management
Liability Agency
Public Officials  Lowisiana LML-124 $500,000 511112
Errors and Municipal
QOmissions Risk Management
Liability Agency
Worker’s Louisiana WC-0164 Statutory 171712
Compensation Municipal
and Employers Risk Management
Liability Agency
Standard Fire Farm Bureau SF204639 $292.000 1/22/12
Standard Fire Farm Bureau SF187734 $217.200 4/30/12
Property Damage State Farm 98-13-6529-5 $230,400 5/30/12
Fidehty Bond Fidelity & Deposit 30406398 $100,000 1211112

Co. of Maryland
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PROPRIETARY FUND TYPE - ENTERPRISE FUND

REVENUES

Water

Otha

Interest income
Total revenues

EXPENSES

Insurance

Interest expense

Depreciation expense

Permits

Payroll taxes

Office

Repairs and maintenance

Salaries

Supplies

Administrative expense

Testing expense

FmHA

Postage

Utihities and telephone
Total expenses

NET INCOME

VILLAGE OF FOREST
Forest, Louisiana

Proposed Operating Budget
For the Year Ending December 31. 2012

(Unaudited)
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Schedule 4

$214,000
20,000

3.000

237.000

13,800
6,000
15,000
400
13,700
1,700
3,200
71,000
14,000
15,000
5,300
50,000
2,200
25.700
237.000

NONE



OTHER SUPPLEMENTARY INFORMATION

PART LI
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VILLAGE OF FOREST
Forest, Louisiana
SUPPLEMENTAL INFORMATION SCHEDULE
As of and For the Year Ended December 31, 2011

COMPENSATION PAID ALDERMEN

The schedule of compensation paid aldermen is presented in compliance with House Concurrent
Resolution No. 54 of the 1979 Session of the Louisiana Legislature. In accordance with Louisiana
Revised Statute 33.405, aldermen receive up to $30.00 for each regular meeting and $15.00 for each
special meeting they attend. Compensation of aldermen 1s included in personal services and related
benefits expenditures of the General Fund



Mike Jones, Mayor
Ed McKaskle
Buddy Dukes
Theresa Brantley

Total

VILLAGE OF FOREST
Forest. Louisiana

Schedule of Compensation Paid Aldermen
For the Year Ended December 31, 2011
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51,500
100
100
112

51,812



REPORTS REQUIRED BY
GOVERNMENT AUDITING STANDARDS
PART IV
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independent Auditor's Report Required
by Government Auditing Standards

The following independent auditor’s report on compliance and internal control over financial reporting
is presented in compliance with the requirements of Government Auditing Standards issued by the
Comptroller General of the United States and the Louistana Governmental Audit Gurde, issued by the
Society of Louisiana Certified Public Accountants and the Lowmsiana Legislative Auditor,
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Member Amerias MARY JO FINLEY, CPA, INC. Mesaber Sotety of

Institute of Certified Loutaians Certified
Public Accourrtants A PROFESSIONAL CORPORATION Puble Accountants

116 Professional Drive - West Monroe, LA 71291
Phone (318) 329-8880 - Fax (318) 320-8883

Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters
Based on an Andit of Financial Statements Performed
in Accordance Government Auditing Standards

VILLAGE OF FOREST
Forest, Louisiana

1 bave audited the basic financial statements of the Village of Forest, as of and for the year ended
December 31, 2011 and have issued my report thereon dated March 22, 2012. I conducted my audit in
accordance with auditing standards generally accepied in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier
General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered Village of Forest's internal control over financial
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion on the
basic financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Village of Forest’s internal control over financial reporting. Accordingly, I do not express an opinion on
the effectiveness of the Village of Forest’s internal control over financial reporting.

A deficiency n internal control exist 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 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.

My 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. I did not
identify any deficiencies in internal control over financial reporting that I consider to be material
weaknesses, as defined above,
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VILLAGE OF FOREST
Forest, Louisiana
Independent Auditor’s Report on Compliance
And Internal Contrel Over Financial Reporting, etc.
December 31, 2011

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Village of Forest™s basic financial statements
are free of material misstatement, I performed tests of its compliance with certain provisions of laws,
regulations. contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, 1 do not express such an opinion. The
results of my tests disclosed one instance of noncompliance or other matters that is required to be
reported under Government Auditing Standards and is included as finding 11-01 in the accompanying
schedule of audit findings.

This report is intended solely for the information and use of the Village of Forest, management, and the
Legislative Auditor and is not intended to be and should not be used by anyone other than these specified
pariies. Although the intended use of these reports may be limited, under Louisiana Revised Statute
24:513(G), this report is distributed by the Legislative Auditor as a public document.

-

West Monroe, Louisiana
March 22,2012
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Schedule 6
VILLAGE QF FOREST
Forest, Louisiana

Schedule of Findings and Questioned Costs
For the Year Ended December 31. 2011

A. SUMMARY OF AUDIT RESULTS

1 The auditor's report expresses an unqualified opinion on the general purpose financial
statements of the Village of Forest

[

No mstances of noncompliance material to the financial statements of the Village of Forest
was disclosed during the audit

3 No significant deficiency relating to the audit of the financial statements were reported 1n
the Independent Auditor's Report on Internal Control.

B. FINDINGS - FINANCIAL STATEMENTS AUDIT
11-1 Need to Comply with Local Government Budget Act

Finding: The village did not comply with the Local Government Budget Act. LSA-R S
39:1310-1511 requires. among other things, that the village amend an individual fund’s
budget when actua!l revenues and other sources to date plus projected amounts to year-
end are failing to meet budgeted amounts by five percent or more and/or when actual
expenditures and other uses to date plus projected amounts to year-end are exceeding
budgeted amounts by five percent or more. The general fund budgeted revenues and
other sources exceeded actual 1evenues by approximately 25%.

Recommendation: The village should familiarize itself with and comply with all the
requirements of the Local Government Budget Act
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Schedule 7
VILLAGE OF FOREST
Forest, Louisiana

Summary Schedule of Prior Audit Findings
For the Year Ended December 31, 2011

There were no findings reported in the audit repori for the year ended December 31, 2010.
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Village of Forest

PO HON338 Toresl, La 71242 * Phoue o Tax 318 428 9058

March 22, 2012

Louisiana Legisiature Auditor,

11-1  The Wilage of Forest will make the cormections necessary and comparisons will be
momtored monthly lo assure campliante with the Local Govammaen!t Budgel Act

Mayor, n

‘,W/ e -

Mike Jongs



