















































































































































































































































Town of Independence, Louisiana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2023

We have audited, in accordance with auditing standards generally accepted in the United States of America, and
the standards applicable to financial audits contained in Govermment Auditing Standards, issued by the Comptroller
General of the United States, the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Town of Independence as of and for the year
ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the Town of
Independence’s basic financial statements, and have issued our issued our report thereon dated December 20, 2023,
Our audit of the basic financial statements resulted in an unmodified opinion.

Section I — Summary of Auditor’s Reports

1. Report on Internal Control and Compliance Matenal to the Financial Statements

Internal Control:

Material Weakness Yes X_ No
Significant Deficiencies Yes X _ No
Compliance:

Compliance Material to the Financial Statements X_ Yes No
2. Management Letter

Was a management letter issued? Yes X No
Section II — Financial Statement Findings

Internal Control over Financial Reporting
None
Compliance and Other Matters

2023-001 — Local Government Budget Act
Condition:

The Town of Independence may not have complied with certain provisions of the Local Government

Budget Act.
Criteria:

Budget procedures applicable to the Town are specified in state law, Louisiana Revised Statute (RS)
39:1301-1315. The pertinent part of the law and the manner in which the Town may not have complied is
as follows:

RS 39:1311(A) 1) requires the Town to amend the budget when:
(1) 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.
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Town of Independence, Louisiana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2023

The Innovative Housing Fund had a revenue budget vs actual variance over the allowable limits as of
June 30, 2023:

Innovative Housing Fund

Final Budget

Variance -
Original Final Actual Favorable /
Budget Budget  Amounts (Unfavorable)

Revenues:
Investment Interest § 4300 $ 4300 $ 3359 §% (941)
Total Revenues 4,300 4,300 3,359 941) -21.88%
Cause:
The cause of this condition appears to be due to management oversight to amend the budget before year
end.
Effect:

Failure to follow precise requirements of the Local Government Budget Act resulted in the Town not being
in compliance with the budget laws specified in LRS 39:1301:13115.

Recommendation:
We recommend that the Town continue to monitor its financial statements regularly and amend the budgets as
needed.

Management’s Response:

See management’s response.

2023-002 — Violation of $2.632.000 Sewer Revenue Bond Series 2015 Bond Ordinance and $975.000 Sewer
Revenue Bond Series 1997 Bond Resolution

Condition:

On June 25, 2014, the Town, through its governing authority, adopted an ordinance authorizing the issuance of
$2.632.000 of Sewer Revenue Bonds, Series 2015, to make improvements to the Town’s sewer system. On
March 11, 1997, the Town, through its governing authority, adopted a resolution authorizing the issuance of
$975,000 Sewer Revenue Bonds, Series 1997, also to make improvements to the Town’s sewer system. In
Both the $2,632,000 Sewer Revenue Bond, Series 2015 Bond Ordinance and the $975,000 Sewer Revenue
Bond, Series 1997 Bond Resolution, the Town entered into various covenants with the future owners of the
Bonds as to the management and operation of the System.

During our audit and testing of the Town’s compliance with the various covenants contained in the $2,632,000
Sewer Revenue Bond, Series 2015 Bond Ordinance and the $975.000 Sewer Revenue Bond., Series 1997 Bond

Resolution, we noted several instances in which the Town failed to comply with the Bond.

This finding was noted in prior year audits.
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Town of Independence, Louisiana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2023

Criteria:
The specific requirements of the $2,632,000 Sewer Revenue Bonds, Series 2015 Bond Ordinance and the
manner in which the Town failed to comply are as follows:

* Section 10 of the $2,632.000 Sewer Revenue Bond, Series 2015, Bond Ordinance requires “a// of the
income and revenues derived or 10 be derived by the Issuer from the operation of the Svstem shall continue
to be deposited as the same may be collected in a separate and special bank account established with the
regularly: designated fiscal agent bank of the Issuer pursuant 1o the Parity Bond Resolution and known and
designated as the “Sewer Reserve Fund” (the “Revenue Fund”), said Fund to be maintained and
administered in the following order of priority and for the following express purposes: (a) The payment of.
first, all reasonable and necessary expenses of operating and maintaining the System.”

e Section 10 of the $975,000 Sewer Revenue Bond, Series 1997 Bond Resolution contains a similar
requirement.

e Section 13(d) of the $2,632,000 Sewer Revenue Bond, Series 2015, Bond Ordinance requires “Thar it will
maintain separate records and accounts and make full and correct entries of all transactions relating to
the svstem.”

o Section 13(d) of the $975.000 Sewer Revenue Bond, Series 1997 Bond Resolution contains similar
language.

The Town co-mingled and deposited all income and revenues derived from the operation of the Sewer System
and the Water System into one bank account titled “Water Enterprise Account”. Furthermore, the Town paid
all operating expenses of both the Sewer System and Water System out of the same bank account.

Cause:
The cause of this condition appears to be the Town is following the advice of the Town’s external accountant.

Effect:
The failure to properly deposit all income and revenues derived from the operation of the Sewer System into
the Sewer Revenue Fund, to pay all operating expenses of maintaining the Sewer Fund out of the Sewer
Revenue Fund and to maintain separate records and accounts for the Sewer System as required by the Bond
Ordinance and Bond Resolution resulted in a comingling of sewer system funds with water system funds
weakening the fiscal integrity of each individual fund resulting in a transfer of funds from the Sewer System to
the Water System totaling $483,591, as June 30, 2023,

Recommendations:
We recommend the Town take the following actions:

e Segregate the sewer system revenues and expenses from the water system revenues and expenses by
depositing all sewer system revenues and paying all sewer system expenses from the Sewer Revenue Fund
bank account as required by the Bond Ordinance and Bond Resolution.

+ Have the water system repay to the sewer system the $483,591 loan from the sewer system.

Management’s Response:
See management’s response.
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Ref#

Description of Findings

Town of Independence, Louisiana
Schedule of Prior Findings and Questioned Costs
For the Year Ended June 30, 2022

Corrective
Action
Taken

Plan Corrective Action -
Partial Corrective Action Taken

Internal Control Findings

None

Compliance Findings

None
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