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CITY OF SULPHUR, LA. Management's Discussion and Analysis 
Within this section of the City of Sulphur, Louisiana's (City) annual financial report, the City's management is pleased to provide this nan'ative discussion and analysis of the financial activities of the City for the fiscal year ended June 30, 2003. The City's financial performance is discussed and analyzed within the context of the accompanying financial statements and disclosures following this section. FINANCIAL HIGHLIGHTS ~ The City's assets exceeded its liabilities by $84,246,555 (net assets) for the fiscal year reported. ~ Total revenues of $20.3 million exceeded total expenditures of $15.6 million, which resulted in a current year surplus of $4.7 million. ~ Total net assets are comprised of the following (1) Capital assets, net of related debt, of $56,250,480 include property and equipment, net of accumulated depreciation, and reduced for outstanding debt related to the purchase or construction of capital assets. (2) Net assets of $11,909,043 are restricted by constraints imposed from outside the City such as debt covenants, grantors, laws, or regulations. (3) Unrestricted net assets of $16,087,032 represent the portion available to maintain the City's continuing obligations to citizens and creditors. The City's governmental funds reported total ending fund balance of $23,284,118 this year This compares to the prior year ending fund balance of $23,287,616, reflecting a slight decrease of $3,498 during the current year. At the end of the current fiscal year, unreserved fund balance for the General Fund was $10,611,820, or 110% of total General Fund expenditures and 189% of total General Fund revenues including transfers. ~ Overall, the City continues to maintain a strong financial position and is continuing to work to improve on this financial position. The above financial highlights are explained in more detail in the "financial analysis" section of this document. OVERVIEW OF FINANCIAL STATEMENTS This Management's Discussion and Analysis document introduces the City's basic financial statements. The basic financial statements include: (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the basic financial statements. The City also includes in this report additional information to supplement the basic financial statements. Comparative data is presented when available. All applicable tables will present comparative data in fiscal year 2004. 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) GOVERNMENT-WIDE FINANCIAL STATEMENTS The City's annual report includes two government-wide financial statements. These statements provide both long-term and short-term information about the City's overall financial status. Financial reporting at this level uses a perspective similar to that found in the private sector with its basis in accrual accounting and elimination or reclassification of activities between funds. The first of these government-wide statements is the Statement of Net Assets. This is the government-wide statement of position presenting information that includes all of the City's assets and liabilities, with the difference reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position of the City as a whole is improving or deteriorating. Evaluation of the overall health of the City would extend to other nonfinancial factors such as diversification of the taxpayer base, or the condition of City infrastructure in addition to the financial information provided in this report. The second government-wide statement is the Statement of Acfivifies, which reports how the City's net assets changed during the current fiscal year. All current year revenues and expenses are included regardless of when cash is received or paid. An important purpose of the design of the statement of activities is to show the financial reliance of the City's distinct activities or functions on revenues provided by the City's taxpayers. Both government-wide financial statements distinguish governmental activities of the City that are principally supported by sales tax and from business-type activities that are intended to recover all or a significant portion of their costs through user fees and charges. Governmentat activities thctude principally general government, public safety and streets. Business-type activities include the water and sewer systems. The government-wide financial statements are presented on pages 16 and 17 of this report. FUND FINANCIAL STATEMENTS A fund is an accountability unit used to maintain control over resources segregated for specific activities or objectives. The City uses funds to ensure and demonstrate compliance with finance- related laws and regulations. Within the basic financial statements, fund financial statements focus on the City's most significant funds rather than the City as a whole. Major funds are separately reported while all others are combined into a single, aggregated presentation, Individual fund data for non- major funds is provided in the form of combining statements in a later section of this report. The City has two kinds of funds: Governmental funds are reported in the fund financial statements and encompass the same functions reported as governmental activities in the government-wide financial statements. However, the focus is very different with fund statements providing a distinctive view of the City's governmental funds. These statements report short-term fiscal accountability focusing on the use of spendable resources and balances of spendable resources available at the end of the year. They are useful in evaluating annual financing requirements of governmental programs and the commitment of spendable resources for the near-term. Since the government-wide focus includes the long-term view, comparisons between these two perspectives may provide insight into the long-term impact of short-term financing decisions. Both the governmental fund balance sheet and the govemmental fund operating statement provide a reconciliation to assist in understanding the differences between these two perspectives. 
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CtTY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) The basic governmental fund financial statements are presented on pages 20 through 24 of this report. Individual fund information for non-major governmental funds is found in combining statements in a later section of this report. Proprietary funds are reported in the fund financial statements and generally report services for which the City charges customers a fee. The one City proprietary fund is classified as an enterprise fund. This enterprise fund essentially encompasses the same functions reported as business-type activities in the government-wide statements. Services are provided to customers external to the City organization for water and sewer utilities. The basic enterprise fund financial statements are presented on pages 25 through 27 of this report. NOTES TO THE BASIC FINANCIAL STATEMENTS The accompanying notes to the financial statements provide information essential to a full understanding of the government-wide and fund financial statements. The notes to the financial statements begin on page 28 of this report. OTHER INFORMATION In addition to the basic financial statements and accompanying notes, this report also presents certain required supplemental information concerning the City's budget presentations. Budgetary comparison statements are included as "required supplemental information" for the general fund and the major special revenue fund. These statements and schedules demonstrate compliance with the City's adopted and final revised budget. Required supplemental information can be found on pages 46 through 47 of this report. As discussed, the City reports major funds in the basic financial statements. Combining and individual statements and schedules for non-major funds are presented in a subsequent section of this report beginning on page 49. FINANCIAL ANALYSIS OF THE CITY AS A WHOLE The City implemented the new financial reporting model used in this report beginning with the current fiscal year ended June 30, 2003. Over time, as year-to-year financial information is accumulated on a consistent basis, changes in net assets may be observed and used to discuss the changing financial position of the City as a whore. 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) The City's net assets at fiscal year-end are $84,246,555. The following table provides a summary of the City's net assets: Summary of Net Assets Governmental Business-type Activities Activities Total Assets: Current assets and other assets $ 24,634,627 Capital assets 30,191,748 Total assets Liabilities: Current liabilities Long-term liabilities Total liabilities Net assets: Investment in capital assets, net of debt Restricted Unrestricted 

$ 5,103,092 33,274,135 $ 29,737,716 63,465,683 54,826,375 38,3772=~27 93,203,599 
3,268,101 5,351,041 8,619,142 
22,976,345 11,909,043 11,321,845 

337,905 3,606,008 5,351,041 337,905 ~957,047 
33,274,135 4.765.187 56,250,480 11,909,043 16.087.032 Total net assets $ 46,20~ $38,039,322 $ 84,248,555 

Percentage Tota._../I 
32% 68 100% 
4O% 6O 
67% 14 
!oQ% The City continues to maintain a high current ratio. The current ratio compares current assets to current liabilities and is an indication of the ability to pay current obligations. The current ratio for governmental activities is 7.54 to 1 and 15.10 to 1 for business type activities. For the City overall, the current ratio is 8.25 to 1. These ratios are strong. 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) 
Since this is the first year in which government-wide information is available, comparative data is not presented. However, comparative data will be accumulated and presented to assist analysis in future years. The following table provides a summary of the City's changes in net assets: 
Revenues Program: Charges forsewices~nes Operating granta Capitalgran~ General: Sales taxes Other taxes Interest Other Total Revenues Program expenses: General government Public safety: Police Fire Streets Inspection/animal control Shop Interest Water and sewer Total Expenses Excess (deficiency) Transfers Change in net assets 

Governmental Activities Business-Type Activities 
$ 1,840,427 $ 3,376,119 $ 5,216,546 82,695 82,695 57,420 1,687,170 1,744,590 9,223,564 2,748,604 598,177 685 137 88,741 

9,223,564 2,748,604 686,918 685,137 15,236,024 5,152,030 20,388,054 
1.614.089 3,679,937 2,638,113 3,310,949 380,572 259,263 283.470 3,509,569 

Percentage Total 
26% 0 9 45 14 3 

1.614.089 10% 3,679,937 2,638,113 3,310,949 380,572 259,263 283,470 3,509,569 
24 17 21 2 2 2 22 12,166,393 3,509,569 15,675,962 100% 3,069,631 1,642,461 4,712,092 275.000 (275,000) 3,344,631 1,367,461 4,712,092 Beginning net assets 42,862,602 36,671,861 79,534,463 Ending net assets $ 46,207.233 $ 38.039.322 $ 84.24..6:555 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) GOVERNMENTALREVENUES The City is heavily reliant on sales taxes to support governmental operations. Sales taxes provided 45% of the City's total revenues. Sales taxes equal 61% of the revenues for governmental activities. Because of the City's healthy financial position, we have been able to earn $598,177 in interest earnings to support governmental activities. Also note that program revenues cover only 15% of governmental operating expenses. This means that the government's taxpayers and the City's other general revenues fund 85% of the governmental activities. As a result, the general economy and the local businesses have a major impact on the City's revenue streams. GOVERNMENTAL FUNCTIONAL EXPENSES Police services comprise 24% of the City's total expenses and 30% of the total governmental expenses. The total public safety makes up 40% of the total expenses and 52% of the total governmental expenses. The street expenses are 21% of total City expenses. This table presents the cost of each of the City's programs, including the net costs (i.e., total cost less revenues generated by the activities). The net costs illustrate the financial burden that was placed on the City's taxpayers by each of these functions. Governmental Activities 
General government Public safety: Police Fire Streets Inspection/Animal Control Shop Interest on long-term debt Total BUSINESS-TYPE ACTIVITIES Revenues vs. Costs 

Total Cost of Services Net Cost of Services $ 1,614,089 $ 888,707 3,679,937 2,638,113 3,310,949 380,572 259,263 263 470 $ _12.!66.3~ 
3,374,596 2,586,307 2,470,356 380,572 259,263 283,470 $ 10.243.271 

The operating revenues for the utility funds were 10% more than 2002 and operating expenses 4% more than 2002. Within the total business type activities of the City, these activities reported a $133,450 operating loss compared to an operating loss of $325,662 for the prior year. However, after contributed capital and transfers in and out, the fund reported a profit of $1,367,461 The City is not charging its users the full amount of operational costs for the water and sewer operations, as discussed above. In an effort to improve income, the City is increasing rates by 10% per year. 

GRAGSON, CASIDAY & GUILLORY, L.L.P CERTIFIED PUBLIC ACCOUNTANTS 



 

CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) FINANCIAL ANALYSIS OF THE CITY'S FUNDS Governmental Funds As discussed, governmental funds are reported in the fund statements with a short-term, inflow and outflow of spendable resources focus. This information is useful in assessing resources available at the end of the year in comparison with upcoming financing requirements. Governmental funds reported ending fund balances of $23,284,118. Of this year-end total, $10,611,820 is unreserved indicating availability for continuing City service requirements. Legally restricted fund balances (i.e., the reserved fund balances) include: $33,670 for prepaid items, $5,071,778 committed to service debt and $7,566,850 committed to capital projects. The total ending fund balances of governmental funds show a decrease of $3,498 MAJOR GOVERNMENTAL FUNDS The General Fund is the City's primary operating fund and the largest source of day-to-day service delivery. The General Fund's fund balance decreased by $312,098. In fiscal year 2002, the fund balance decreased by $247,763. However, the reader needs to remember that the City controls these differences by the amount of resources it transfers in from the Sales Tax Fund. The revenues show a decrease of $131,357 or 2% over the prior year. The expenditures side shows an increase of $158,773 or 2% over the prior year. This increase related primarily to greater amounts of capital assets pumhased in 2003 as compared to 2002. Finally, transfers in from the sales tax fund were $25,469 less than the prior year. Although the General Fund's ending fund balance was less than the pdor year, it is considered very adequate, representing the equivalent of 242% of annual expenditures. The sales tax fund continues to accumulate strong fund balances with revenues in 2003 2% more than 2002. In 2003, the major Public Improvement Fund resources were spent for street overlay projects and water system rehabilitation projects. THE PROPRIETARY FUND The proprietary fund statements share the same focus as the government-wide statements, reporting both short-term information about financial status. BUDGETARY HIGHLIGHTS The General Fund - Both the revenue and the expenditure side of the original budget for the General Fund was revised by $166,153 or 3% this year. The primary change in the general fund's revenue budget relates to the excess proceeds from a prior bond refunding. The expenditure budget was increased for special projects and professional services. The actual revenues exceeded the final budget by $530,910 or 10% and the actual expenditures were less than the final budget by $809,857 or 8%. The Sales Tax Fund - The actual sales taxes for the sales tax fund exceeded the original budget by approximately 3%. 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) CAPITAL ASSETS AND DEBT ADMINISTRATION Capital assets The City's investment in capital assets, net of accumulated depreciation, for governmental and business-type activities as of June 30, 2003, was $30,191,748 and $33,274,135 respectively. The overall increase was 10% for the City as a whole. See Note E for additional information about changes in capital assets dudng the fiscal year and outstanding at the end of the year. The following table provides a summary of capital asset activity. 
Non-depreciable asset: Land Construction in progress Total norPdepreciabM Depreciabfe assets; Buildings Furniture & equipment Transportation equipment Infrastructure 

Capital Assets Governmental Business-Type Activities 2003 2002 
$ 2,170,985 11,480,259 $ 2,t70,985 _ 9,256,842 13,651,244 11,427,827 2,495,747 3,851,030 2,415,304 38,570,465 2,495,747 1,785,027 2,292,155 35 366 627 

2003 2002 
$ $ 
47,030,851 1,291,622 265,609 

Total 2003 2002 
$ 2,170,985 11,480,259 $ 2,170,985 9,256,842 13,651,244 11,427,827 45,343,684 1,278,035 205,609 49,526,601 5,142,652 2,620,913 38,570,465 
47,839,428 3,063,062 2,497,764 35,366,627 Total depreciable assets 60,983,790 53,367,383 48,528,085 46,827,328 109,511,875 100.194.708 Less accumulated depreciation 30,792,042 28,480,848 15,253,950 t4,139,719 46,045,992 42,620,567 Book vaMe-daprecJable assets $16.540.504 ~=J3,4~5~,708 $ ~3.274.135 $ 32.687.609 $ 49.81=4~ $ 46.146.317 Percentage depreciated 50% 53% 31% ~:~.% 4~?.% 4~% Book value-sll assets $30.191.748 ~.~.686.535 ~L33~2~74.135 $32.687.609 $63.465.88~ $57.574.144 At June 30, 2003, the depreciable capital assets for governmental activities were 51% depreciated. This compares approximately to the June 30, 2002 percentage. This comparison indicates that the City is replacing its assets at approximately the same rates as they are depreciating which is a positive indicator. The major addition to construction in progress is the wastewater plant rehabilitation at $5,876,488 The increase in infrastructures is for street paving projects. With the City's business type activities, 31% of the asset values were depreciated at June 30, 2003 compared to 30% at June 30, 2002. Long-term debt At the end of the fiscal year, the City had total bonded debt outstanding of $7,222,695. All of this amount is backed by the full faith and credit of the City (general obligation bonds) with debt service funded by sales taxes and paving assessments. During the year, the City issued additional $3,719,706 of obligations to fund the wastewater plant rehabilitation project and retired $1,745,931 of the outstanding debt balance. See Note F for additional information regarding Iong-tarm debt. 
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CITY OF SULPHUR, LA. Management's Discussion and Analysis (Continued) ECONOMIC CONDITIONS AFFECTING THE CITY Since the primary revenue stream for the City is sales taxes, the City's sales tax revenues are subject to changes in the economy. Since sales are considered an =elastic" revenue stream, tax collections are higher in a flourishing economy and are lower in a depressed economy. Contacting the City's Financial Management This financial report is designed to provide a general overview of the City's finances, comply with finance-related laws and regulations, and demonstrate the City's commitment to public accountability If you have any questions about this report or would like to request additional information, contact the City's Director of Finance, Paree Prejean, P.O. Box 1309, Sulphur, LA 70664-1309. 
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NDEPENDENTAUDITORS'REPORT 
To the Members of the City Council City of Sulphur, Louisiana 

W GEORGE GRAGSON, C,P,A, RICHARD W, CASIIDAY, C,PA, RAYMOND GUILLORY, JR,, CPA, GRAHAM A, PORTUS, EA COY T. VINCENT, C.PA. MICHELLE BOURNE, CPA BRADLEY J, CASIDAY. C,P,A,. C,V,A JULIA W PORTUS, CPA DAWN REDD, CPA, MELONIE L HIMEL, C.P.A 

December 4. 2003 
We have audited the accompanying basic financial statements of the governmental activities, the business type activities, each major fund and the aggregate remaining fund information of the City of Sulphur, LA. as of and for the year ended June 30, 2003, as listed in the table of contents. These basic financial statements are the responsibility of the City of Sulphur, LA. Our responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and Government Auditing Standards issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the basic financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall basic financial statement presentation. We believe that our audit provides a reasonable basis for oar opinion. In our opinion, the basic financial statements referred to above present fairly, in all matedal respects, the respective financial position of the governmental activities, the business type activities, each major fund and the aggregate remaining fund information of the City of Sulphur, LA. as of June 30, 2003, and the respective changes in financial position for the year then ended in conformity with accounting principles generally accepted in the United States of America. In accordance with Government Auditing Standards, we have also issued our report dated December 4, 2003, on our consideration of the City of Sulphur, LA.'s internal control over financial reporting and our test of its compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit. As described in Note B to the basic financial statements, the City of Sulphur, LA. adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial s Discussion and Ana No. 37 Statement and Local Governments: Omnibus, Statement No. 38 Certain Financial Statement Note Disclosures and interpretation No. 6 res in Governmental Fund Financial Statements. This results in a change in the format and content of the basic financial statements. 

ONE LAKESIDE pLAZA, SUITE 700, PO, DRAWER 1847 LAKE CHARLES, LOUISIANA 70602-1847 TEL. (337) 439-19e6, FAX (337) 430-1366 1215 POST OAK ROAD, SUITE 6 SULPHUR, LOUISIANA 70663 TEL. (337) 625-1986, FAX (337) 625-567 



City of Sulphur, LA. December 4, 2003 The Management's Discussion and Analysis and the required supplemental information on pages 5 through 12 and page 41, respectively, are not a required part of the basic financial statements but are supplemental information required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation of the supplemental information. However, we did not audit the information and express no opinion on it. Our audit was conducted for the purpose of forming opinions on the basic financial statements that collectively comprise the City's basic financial statements. The other supplemental information on pages 44 through 48 is presented for purposes of additional analysis and is not a required part of the basic financial statements of the City of Sulphur, LA. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 
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BASIC FINANCIAL STATEMENTS 
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GOVERNMENT-WIDE FINANCIAL STATEMENTS 
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ASSETS Cash Investments Receivables Inventory Rastdcted cash Capital assets: Land Capital assets, net Total assets 

CITY OF SULPHUR, LA. STATEMENT OF NET ASSETS June 30.2003 

LIABILITIES Accounts and other accrued payables Accrued salaries and benefits Accrued compensated absenses Customer meter deposits Interest payable Long-term liabilities: Due within one year Due after one year Total liabilities NET ASSETS Invested in capital assets, net of related debt Restricted for: Debt service Capital projects Inventory Unrestricted Total net assets 

Governmental Activities 

2,170,985 28,020,763 54,826,375 
1,350,509 
45.938 1,871,654 5,351,041 8,619,142 

Business-Type Activities 
$ 4,568,201 $ 346,745 56,254 131,892 

25,712,013 1,781,339 2,022,551 89,924 131.892 2,170,985 33,274,135 61,294,898 38,377,227 93,203,602 
50,503 63,698 91,812 31.892 
337,905 

401,012 63,698 91,812 131,892 45.938 1,871,654 5,351,041 8,957,047 
22,976,345 33,274,135 56,250,480 5,071,778 6,803,595 33,670 11,321,845 $ 46.207.233 4,765,187 $ 38.039.322 

The accompanying notes are an integral part of the basic financial statements. 
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FUND FINANCIAL STATEMENTS 
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FUND DESCRIPTIONS General Fund The General Fund is used to account for resources traditionally associated with governments which are not required to be accounted for in another fund. 
Special revenue funds are used to account for specific revenues that are legally restricted to expenditures for particular purposes. Sales Tax Fund To account for the receipt and use of proceeds of the City's 2 1/2 % sales and use tax. See Note G for the dedication and purpose of these taxes. Capital Proiects Fund Capital projects funds are used to account for financial resources to be used for the acquisition or construction of major capital facilities (other than those financed by proprietary funds and trust funds). 1992 Public Imorovements To account for the acquisition, construction and improvements of major capital facilities. Enterprise Fund Utility Fund TO account for the provision of water and sewerage services to residents of the City. 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 collection. 
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CITY OF SULPHUR, LA. RECONCILIATION OF THE BALANCE SHEET- GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS June 30. 2003 
Total fund balance for governmental funds at June 30, 2003 Total net assets reported for governmental activities in the statement of net assets is different because: Capital assets used in govemmental activities are not financial resources and, therefore, are not reported in the funds. Those assets consist of: Land $ 2,170 Capital assets, net of $30,792,042 accumulated depreciation Long-term liabilities at June 30, 2003 Special assessment debt Bonds payable Capital lease obligations Accrued interest payable Compensated absences payable Total net assets of governmental activities at June 30, 2003 

28,020 

$ 23,284,118 

985 763 30.191.748 ~20,198) (6,795,205) (1,563) (45,938) (5,729) (7,268,633) $ 46.207~33 

The accompanying notes are an integral part of the basic fnancial statements. 
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CITY OF SULPHUR, LA. RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES-GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES Year Ended June 30. 2003 
Total net changes in fund balances at June 30, 2003 per Statement of Revenues, Expenditures and Changes in Fund Balances $ (3,498) The change in net assets reported for governmental activities in the statement of activities is different because: Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost of those assets is allocated over their estimated useful lives and reported as depreciation expense. Capital outlay which is considered expenditures on Statement of Revenues, Expenditures and Changes in Fund Balances $ 7,603,644 Depreciation expense for the year ended June 30, 2003 (2,311,194) 5,292,450 Governmental funds report bonded debt repayments as expenditures. However, this expenditure does not appear in the statement of activities since the payment is applied against the bond payable on the statement of net assets 1.743.199 Governmental funds report debt proceeds as revenues. However this revenue does not appear in the statement of activities since the debt is reported on the statement of net assets Difference between interest on long-term debt on modified accrual basis versus interest on long-term debt on accrual basis 

(3,719,706) 
16.691 Governmental funds do not report compensated absenses as expenditures. However, this payable does appear in the Statement of Activities since the payable is reported on the Statement of Net Assets 15,495 Total changes in net assets at June 30, 2003 per Statement of Activities ~344.631 

The accompanying notes are an integral part of the basic financial statements. 
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CITY OF SULPHUR, LA. STATEMENT OF NET ASSETS - PROPRIETARY FUND June 30. 2003 

ASSETS Current assets Cash and cash equivalents Receivables Inventories Prepaid expenses Total current assets Restricted cash and cash equivalents Fixed assets, net of accumulated depreciation Total assets LIABILITIES Current liabilities Accounts payable Accrued salaries and benefits Accrued compensated absenses Customer meter deposits Total current liabilities NET ASSETS Invested capital assets Unrestricted Total net assets 

Governmental Activities Business Type Activities Internal Enterprise Fund Service Fund 
$ 4,568,201 $ 1,851,768 346,745 56,254 4,971,200 131,892 33,274,135 $ 38.377.2277 
$ 50,503 63,698 91,812 131.892 337,905 
33,274,135 4,765,187 38,039,322 

11.347 1.863.115 
$ !,863.115 
$ 22,378 
22.378 
1,840,737 1,840,737 Total Liabilities and Net Assets $ 38.377,227 ~L~l 863.115 

The accompanying notes are an integral part of the basic financial statement. 
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CITY OFSULPHUR, LA. STATEMENT OF REVENUES, EXPENSES AND CHANGESINNETASSETS-PROPRIETARYFUND YearEndedJune30,2003 
OPERATING REVENUES Cha~es ~rsewices OPERATING EXPENSES General and administration Water department Sewer department Depreciation Health claims Total operating expenses 

Governmental Activities Business Type Activities Internal Enterprise Fund Service Fund 

Operating income (loss) Non-operating revenues Interest Income before contributions and operating transfers Contributed capital Operating transfers in Operating transfers out 
NET ASSETS BEGINNING NET ASSETS ENDING 

$ 3,376,119 $ 240,456 
308,349 876,617 1,207,058 1.118.545 3,609,569 (133,450) 
88,741 (44,709) 1,687,170 300,000 (875,000) 1,367,461 36,671,861 $ 38~039.322 

The accompanying notes are an integral part of the basic financial statement. 
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55,189 
241,367 296,566 (56,100) 
45,637 (10,463) 
(10,463) 1,851,200 1,840,737 



 

CITY OF SULPHUR, LA. STATEMENT OF CASH FLOWS - PROPRIETARY FUND Year Ended June 30. 2003 
CASH FLOWS FROM OPERATING ACTIVITIES Receipts from customers Payments to suppliers Payments to employers Claims paid Net cash from operating activities 

Governmental Activities Business Type Activities Internal Enterprise Fund Service Fund 
$ 3,359,010 (1,423,344) (975,413) 960,253 

$ 240,456 (55,189) (294,600) (109,333) CASH FLOWS FROM INVESTING ACTIVITIES: Interest earnings 88,741 45,637 CASH FLOWS FROM CAPITAL ACTIVITIES Capital contributions Purchase of fixed assets Net cash from capital activities CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES: Operating transfers in Operating transfers out Net cash from non-capital financing activities NET INCREASE (DECREASE) IN CASH CASH - BEGINNING CASH - ENDING Reconciliation of operating income (loss) to net cash from operating activities: Operating income (loss) Adjustment to reconcile net income (loss) to net cash provided (used) by operating activities: Depreciation (Increase) decrease in receivables (Increase) decrease in inventory Increase (decrease) in accounts payable and accrued expenses Net cash from operating activities 

1,687,170 (1,705,071) (17,901) 
300,000 (575,OOO) (275,000) 756,093 3.944.000 (63,696) 1,915,464 
$ (133,450) $ (56,100) 
1,118,545 (23,756) (4,173) 3,087 $ 960,253 

The accompanying notes are an integral part of the basic financial statement. 
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(53,233) $ (109,333) 



 

CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A - Summary of Significant Accounting Policies The City of Sulphur, LA. was incorporated under the provisions of the State of Louisiana LA R.S, 33:321-481. The City operates under a home rule charter. The City's more significant accounting policies are described below 1. Reporting Entity GASB Statement No. 14 established cdteria for determining the governmental reporting entity and component units that should be included within the reporting entity. For financial reporting purposes, in conformance with GASB Standards No. 14, the City of Sulphur, LA. is the financial reporting entity. The financial reporting entity consists of (a) the primary government, (b) organizations for which the primary government is financially accountable, and (c) other organizations for which the nature and significance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: 
2 3 
Appointing a voting majority of an organization's governing body and a. The ability of the City of Sulphur, LA. to impose its will on that organization and/or b. The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the City of Sulphur, LA. Organizations for which the City of Sulphur, LA. does not appoint a voting majority but are fiscally dependent on the City of Sulphur, LA. Organizations for which the reporting entity financial statements could be misleading if data of the organization is not included because of the nature or significance of the relationship. Based upon the application of these criteria, the following component units are to be included in the City's reporting entity: The City Court of Sulphur for Ward 4 The City Marshall of Sulphur for Ward 4 The West Calcasieu Airport Managing Board, a joint service agreement, and the Housing Authority of the City of Sulphur, a related organization, is also to be included in the City's reporting entity. Only the primary government's financial information is included in these financial statements. Information on how to obtain component unit financial statements can be obtained by contacting the Director of Finance for the City of Sulphur, LA. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30, 2003 Note A - Summary of Significant Accounting Policies - Continued 2. Basis of Presentation The accompanying basic financial statements of the City of Sulphur, LA. have been prepared in conformity with governmental accounting principles generally accepted in the United States of America. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting end financial reporting principles. The accompanying basic financial statements have been prepared in conformity with GASB Statement 34, "Basic Financial Statements and Management's Discussion end Analysis-for State and Local Governments", issued in June 1999. As a result, an entirely new financial presentation format has been implemented. Govemment-Wide Financial Statements The Statement of Net Assets and the Statement of Activities display information about the City as a whole. They include all funds of the reporting entity. The statements distinguish between governmental and business-type activities. Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange revenues. Business-type activities are financed in whole or in part by fees charged to external parties for goods or services. The statement of activities presents a comparison between direct expenses and program revenues for each of the functions of the City's governmental activities and business-type activities. Direct expenses are those that are specifically associated with a program or function and, therefore, are cleady identifiable to a particular function. Program revenues include (a) fees and charges paid by the recipients of services offered by the City, and (b) grants and contributions that are restricted to meeting the operational or capital requirement of a particular program. Revenues that are not classified as program revenues, including all taxes, are presented as general revenues. Fund Financial Statements The City uses funds to maintain its financial records during the year. Fund accounting is designed to demonstrate legal compliance and to aid management by segregating transactions related to certain City functions and activities. A fund is defined as a separate fiscal and accounting entity with a self-balancing set of accounts. The various funds of the City are classified into three categories: governmental, proprietary, and fiduciary. The emphasis on fund financial statements is on major funds, each displayed on a separate column. A fund is considered major if it is the primary operating fund of the City or its total assets, liabilities, revenues, or expenditures of the individual governmental and enterprise fund is at least 10 percent of the corresponding total for all govemmental and enterprise funds of that category or type; and total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or enterprise fund are at least 5 percent of the corresponding total for all governmental and enterprise funds combined. The City reports the following major funds: The General Fund is the primary operating fund of the City. It accounts for all financial resources except those that are required to be accounted for in other funds. The Special Revenue Fund is used to account for specific revenues that are legally restricted to expenditures for particular purposes. This fund accounts for the receipt and use of proceeds of the City's 2 V=% sales and use tax. The 1992 Public Improvement Capital Projects Fund is used to account for the acquisition and construction of major capital facilities other than these financed by the Enterprise Fund. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A - Summary of Significant Accounting Policies (Continued): The Enterprise Fund is used to account for operations (a) that are financed and operated in a manner similar to pdvate 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 that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. The City's enterprise fund accounts for water and sewer services. 3. Measurement Focus/Basis of Accounting Measurement focus is a term used to describe "which" transactions are recorded within the various financial statements. Basis of accounting refers to "when" transactions are recorded regardless of the measurement focus applied, Measurement Focus On the government-wide statement of net assets and the statement of activities, both governmental and business-type activities are presented using the economic resources measurement focus as defined in item b. below. In the fund financial statements, the "current financial resources" measurement focus or the "economic resources" measurement focus is used as appropriate: a 
b 
All governmental funds utilize a "current financial resources" measurement focus. Only current financial assets and liabilities are generally included on their balance sheets. Their operating statements present sources and uses of available spendable financial resources dudng a given pedod. These funds use fund balance as their measure of available spendable financial resources at the and of the period. The proprietary fund utilizes an "economic resources" measurement focus. The accounting objectives of this measurement focus are the determination of operating income, changes in net assets (or cost recovery), financial position, and cash flows. All assets and liabilities (whether current or noncorrent) associated with their activities are reported. Propdetary fund equity is classified as net assets. Basis of Accounting in the government-wide statement of net assets and statement of activities, both governmental and business-type activities are presented using the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred or economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like transactions are recognized when the exchange takes place. Govemmental fund financial statements are reported using the current financial resources measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be available when they are collectible within the current pedod or soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures (including capital outlay) generally are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures are recorded only when payment is due. The proprietary fund utilizes the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when aamed and expenses are recorded when the liability is incurred or economic asset used. The City applies all applicable FASB pronouncements in accounting and reporting for its proprietary fund. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A - Summary of Significant Accounting Policies (Continued) 4. Budgets and Budgetary Accounting The City annually adopts and implements an operating and capital budget in accordance with requirements of state law for the General Fund and all Special Revenue and Proprietary Funds. The Capital Projects Fund's budget is a project based capital budget. Policies and procedures with respect to budgetary control are as follows. No later than sixty days prior to the beginning of each fiscal year, the Mayor submits a budget to the City Council. The budget is prepared by fund, function and activity and includes information on the past year, current year estimates and requested appropriations for the next fiscal year. The council holds public hearings and may add to, subtract from or change appropdations, but may not change the form of the budget. Any changes in the budget must be within the revenues and reserves estimated or the revenue estimates must be changed by an affirmative vote of a majority of the City's council. The budget presented is as amended by the City Council. 

6 

Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditures of monies are recorded in order to reserve that portion of the applicable appropdation, is employed as an extension of formal budgetary integration in the General Fund, Special Revenue Funds, and Capital Projects Funds. In accordance with accounting principles generally accepted in the United States of America, outstanding encumbrances at year end for which goods or services are received are reclassified to expenditures and accounts payable. All other encumbrances in the annual budgeted funds are reversed at year end and are either canceled or are included as reappropriations of fund balance for the subsequent year. Encumbrances at year end in funds that are budgeted on a project basis, including Enterpdse Fund construction projects, are carded forward along with their related appropriations and are not subject to an annual cancellation and reappropriations. Deposits and Investments Deposits Deposits include amounts in demand deposits as well as short-term investments with a maturity date within three months of the date acquired by the City. State statutes authodze the City to invest in obligations of the U.S. Treasury, U.S. Government Agencies, or time certificates of deposit of state banks organized under the laws of Louisiana and national banks having the principal office in the State of Louisiana, as stipulated in R.S. 39:1271, or any other federally insured investment. In addition, local governments in Louisiana are authodzed to invest in the Louisiana Asset Management Pool, Inc. (LAMP), a non profit corporation formed by an initiative of the State Treasurer and organized under the laws of the State of Louisiana which generates a local government investment pool. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A - Summary of Significant Accounting Policies (Continued): Governmental Accounting Standards Board Statement 3 (GASB-3) concludes that deposits with financial institutions should be evaluated for risk and classified in one of the three following categories: Category 1 - Insured or collatemlized with securities held by the government entity or by the agent in the name of the governmental entity. Category 2 - Collateralized with secudties held by the pledging institution's trust department or agent in the governmental enfity's name. Category 3 - Uncollateralized, including any deposits collateralized with securities held by the pledging financial institutions, or by its trust department or agent but not in the governmental entity's name. These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At June 30, 2003, the City has $28,297,658 in deposits (collected bank balances). These deposits are secured from risk by $100,000 of federal deposit Insurance and $28,197,658 of pledged securities held by the custodial bank in the name of the fiscal agent bank (Category 1). 
The City's investments are categorized above in accordance with GASB Statement No. 3 to give an indication of the level of risk assumed at year end. The City's investment program is limited to purchases of securities issued or guaranteed by the U.S. government and its agencies. Carrying amounts at June 30, 2003 were as follows: Carrying Amount U.S. Treasury and agency obligations held by the City or the City's agent in the City's name (Category 1) $1,781,339 

7. Cash Flows Statement 
Fair Value 
$1,781,339 

For purposes of the statement of cash flows, the City considers all highly liquid investments (including restricted assets) with a maturity of three months or less when purchased to be cash equivalents. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A - Summary of Significant Accounting Policies (Continued) 8. Accounts Receivable 

9 

Uncollectible amounts due for ad valorem taxes and other receivables of governmental funds are recognized as bad debts at the time information becomes available which would indicate that the particular receivable is not collectible. The City utilizes the allowance method for proprietary funds to recognize doubtful accounts. The allowance for doubtful accounts at June 30, 2003 was $72,565. There appears to be concentration ef credit risk with regard to general accounts receivable and more specifically accounts receivable for water and sewer user fees in the Enterprise Fund, The City's ability to collect the amounts due from the users of the City water and sewer system and others (as reflected on the financial statements) may be affected by significant economic fluctuations, natural disaster or other calamity in this one concentrated geographic location. Inventory Inventory is valued at cost using the first-in/first-out (FIFO) method. The costs of governmental fund-type inventories are recorded as expenditures when consumed rather than when purchased. 10. Capital Assets Capital assets, which include property, plant and equipment are reported in the applicable governmental or business-type activities columns in the government-wide financial statements. Capital assets are capitalized at historical cost or estimated cost if historical is not available. Donated assets are recorded as capital assets at their estimated fair market value at the date of donation. 

Property and plant Equipment Transportation equipment f5-50 years 5-15 years 5 years 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note A- Summary of Significant Accounting Policies (Continued) 
All permanent, full-time employees earn from 10 to 30 days of vacation leave each year, depending upon length of service. Vacation leave is available for use by employees in the fiscal year succeeding the year it was earned and can be accumulated indefinitely. Upon resignation, termination, or retirement, unused vacation leave is paid to the employee at the employee's current rate of pay. Sick leave is earned at the rate of 12 days per year by permanent, fill-time employees. Unused sick leave may be accumulated from year to year. However, unused sick leave is paid up to a maximum of 65 days upon termination. At June 30, 2003, employees of the City have accumulated $91,812 in leave privileges computed in accordance with GASB Statement No. 16. 12. Long-Term Debt The accounting treatment of long-term debt depends on whether the assets are used in governmental fund operations or propdetary fund operations and whether they are reported in the government-wide or fund financial statements. All long-term debt to be repaid from governmental and business-type resources are reported as liabilities in the government-wide statements. The long-term debt consists primarily of bonds and special assessment payables. Long-term debt for governmentaf funds is not reported as liabilities in the fund financial statements. The debt proceeds are reported as other financing sources and payment of principal and interest reported as expenditures. The accounting for proprietary fund long- term debt is the same in the fund statements as it is in the government-wide statements. 13. Equity Classification In the government-wide statements, equity is classified as net assets and displayed in three components: a. 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. b. Restricted net assets - Consists of net assets with constraints placed on the use either by (1) external groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through constitutional provisions or enabling legislation. c. Unrestricted net assets - All other net assets that do not meet the definition of "restricted" or "invested in capital assets, net of related debt". In the 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. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30, 2003 Note A- Summary of Significant Accounting Policies (Continued): 14. Use of Estimates The preparation of the financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 15. Revenues, Expenditures, and Expenses Program Revenues Program revenues included in the Statement of Activities are dedved directly from the program itself or from parties outside the City's taxpayers or citizenry, as a whole; program revenues reduce the cost of the function to be financed from the City's general revenues. 
Ad valorem taxes and the related state revenue sharing are recorded in the year taxes are due and payable. Ad valorem taxes are assessed on a calendar year bas~s, become due on November 15 of each year, and become de'~thquent on December 31. The taxes are generally collected in December, January and February of the fiscal year. Sales taxes are considered as "measurable" when in the hands of sales tax collector and are recognized as revenue at that time. Interest on interest- beadng deposits is recorded or accrued as revenues when earned. Substantially all other revenues are recorded when received. Expenditures The City pdmary expenditures include satades and insurance, which are recorded when the liability is incurred. Capital expenditures and purchases of various operating supplies are regarded as expenditures at the time purchased. Other Financing Sources Transfers between funds that are not expected to be repaid are accounted for as other financing sources (uses) when the transfer is authorized by the City. Note B - Changes in Accounting Principles For the year ended June 30, 2003, the City has implemented GASB Standard No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and Local Govemments. GASB Statement No. 34 creates new basic financial statements for reporting on the City's financial activities. The financial statements now include government-wide financial statements prepared on the accrual basis of accounting, and fund financial statements which present information for individual major funds rather than by fund type which has been the mode of presentation in previously issued financial statements. The City also implemented GASB Standard No. 38, Certain Financial Statement Note Disclosures, and Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Exoenditures in Governmental Fund Financial Statements. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note B - Changes in Accounting Principles - Continued The implementation of GASB Statement No. 34 caused the opening fund balance at June 30. 2002 to be restated in terms of "net assets" as follows: Total fund balances -Govemmental Funds at June 30, 2002 $ 23,287,616 Add: Cost of capital assets at June 30, 2002 Less: Accumulated depreciation at June 30, 2002 Less: Capital lease obligations at June 30, 2002 Compensated absences payable at June 30 Special assessment debt at June 30, 2002 Bonds payable at June 30, 2002 Accrued interest payable at June 30, 2002 Net assets at June 30, 2002 Note C - Property Taxes 

$ 53,367,383 28,480,848 24,886,535 (8,777) 2002 (8,462) (536,482) (4,695,199) (62,629) (5,311,549) $ 42,8_6_2,602 
For the year ended June 30, 2003, taxes of 14.46 were levied on property with net assessed valuations totaling $79,419,910, and were dedicated as follows: General purposes Streets - maintenance Fire - maintenance Total taxes levied were 

5.70 mills 4.38 mills 4.38 mills $1.148.412 The City is permitted by ordinance to levy taxes up to 16.5 mills of assessed valuation for general governmental services. The general purpose millage is perpetual, while the streets and fire maintenance millages are for a ten year duration and expire in 2005. Property tax miIlage rates are adopted in July for the calendar year in which the taxes are levied and recorded. All taxes are due and collectible when the assessment rolls are filed on or before November 15th of the current year, and become delinquent after December 31st. Property taxes not paid by the end of February are subject to lien. Note D - Receivables The receivables of $2,022,551 at June 30, 2003, are as follows 
Taxes - sales Taxes - ad valorem 

Governmental Activities 
Intergovemmental Charges for services, net of allowance for bad debt of $72,565 Other Total 

763,255 28,141 143.408 79,726 661,274 
Business-Type Activities 
346.745 

Total $ 763,255 28,141 143.408 426,473 661,274 $~1 675,806 S 346~745 $~022~551~ 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note E - Capital Assets A summary of changes in capital assets for the year ended June 30, 2003 follows: 
Governmental activities: Land Buildings Furniture and Equipment Transportation Equipment Infrastructure Construction In Progress Totals at histor'tcal cost 

Beginning of Year $ 2,170,985 2,495,747 
Additions Deletions $ $ 

1,785,027 2,073,316 2,292,155 35,366,627 9,256,842 53,367,363 
133,099 3,203,838 7,495,289 12,905,542 Less accumulated depreciation for: Buildings 1,013,660 46,127 Furniture and Equipment 2,248,292 242,179 Transportation Equipment 1,313,218 170,656 Infrastructure 23,905,678 1,852,232 Total accumulated depreciation Governmental activities capital Assets, Net Business Type Activities: Land Buildings and plant Furniture and equipment Transportation equipment Totals at histodcal cost 

28,480,848 2,311,194 

(7,313) (9,950) 
(5,271,872) (5,289,135) 

$ 24.8 686.535 $ 10,594,348 $ ~5.289.135) 
$ $ 45,343,684 1,687,170 1,278,035 15,744 205,609 46,827,328 1,702,914 Less accumulated depreciation for: Buildings and plant 13,290,298 Furniture and equipment 697,078 Transportation equipment 152,343 Total accumulated depreciation 14,139,719 Business-type activities capital assets, net $ 32.687.609 

996,901 101,376 18,111 1,116,388 $586.526 

(2,167) (2,157) 
(2,157) 

End of Year $ 2,170,985 2,495,747 3,851,030 2,415,304 38,570,465 11,480,259 60.983.790 
1,059,787 2,490,471 1,483,874 25,757,910 30,792,042 $ 30.19!,74~ 
$ 47,030,854 1,291,622 205609 48,528,085 
14,287,199 796,297 170,454 (2,157) 15,253,950 $ $ 33274~135 Depreciation expense was charged to governmental activities as follows General and administrative Streets and park Fire Police Inspection/animal control Shop Total 
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$ 136,314 1,914,434 70,980 177,246 7,951 4,269 $ 23,31111~ 



Note E - Capital Assets- Continued 
CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 

The construction in pmgrass consists of the following projects: 
Wireless communication system Mechanics shop Water Distribution Rosepark Force Main Wastewater Plant Expansion Ground Storage Tank City Hall Renovations Prater Road waterline relocation Wastewater Rehab North Plant Pressure Filter Waterline Valves Pump Station Scada South 1-10 Waterline Relocation Prater Road Reconstruction Street Oveday Projects Sidewalk Projects Ditch and Piping Projects Miscellaneous Projects - 2003 Total Note F - Long-Term Liabilities 

Total Budgeted $ 325,000 349,492 2,751,000 600,000 20,000,000 350,000 383,728 26,000 300,000 200,000 150,000 225,000 160,000 230,000 2,904,735 570,000 805,555 150,000 $30,48~5J~ 

Construction In Progress $ 299,823 12,415 604,585 414,331 7,616,060 36,540 244,948 19,387 210,369 22,741 15,031 159,771 29,637 5,119 1,412,951 88,544 200,134 87,873 
The following is a summary of changes in long-term liabilities for the year ended June 30, 2003: Amounts Beginning End Due Within of Year Issued Retired of Year One Year Govemmental Activities: Bonds payable: General Obligation $ 4,695,199 Special Assessments 536,482 5,231,681 Other Liabilities: Accrued Leave Benefits 8,462 Capital Lease Obligations 8,777 17,239 

$ 3,719,706 3,719,706 $ (1,619,700) (116,284) (1,735,984) (2,733) (7,214) (9,947) 
$ 6,795,205 420,198 7,215,403 5,729 1,563 7,292 
$1,745,000 125,091 1,870,091 
1,563 1,563 Governmental Activities Long-Term Liabilities $5.248.920 $ 3.719.706 ~L(1.745.931) $ 74222,695 $1,871.654 The payments on the bonds payable are made by the debt service funds. The accrued leave benefits liability will be paid by the General Fund. The capital lease obligations liability will be paid by the General Fund. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note F - Long-Term Liabilities - Continued Long-term liabilities at June 30, 2003 are comprised of the following individual issues: 
$13,150,000 Public improvement refunding bonds dated 02/10193; due in varying annual installments of $915,000 - $1,655,000 through October 1,2004; interest at varying rates from 3.45% - 5.65% (This issue secured by a pledge of the City's 2% sales and use tax) $1,655,000 $12,000,000 payable to the Louisiana Local Government Environmental Facilities and Community Development Authority (LCDA) dated October 24, 2001, due in varying monthly installments through January 1,2030, interest at varying rates. Through June 30, 2003, a total of $5,140,205 was advanced against this loan. 
$346,677 Paving Project 1993-1 dated 08/01/93; due in annual installments of $34,667 through August 1, 2002, interest at 6% 

5,140,205 
46,677 $109,600 Paving Project 1996-1 dated 11112/96; due in annual installments of $11,550 through December 1,2006; interest 5.07% 43,840 $127,581 Paving Project 1997-1 dated 12/01/97; due in varying annual installments of $13,416 - $19,079 through December 1,2007, interest 4.7%. 63.791 $72,000 Paving Project 1999 -1 dated 04/01/99; due in annual installments of $7,209 through April 1,2009, interest at 5% 43,252 $120,240 Paving Project 2000-1 dated 12/01/00, due in annual installments of $12,024 through December 1,2010, interest at 4.93% 96,192 $140,496 Paving Project 2001-1 dated November 28, 2001, due in annual installments of $14,049 through November 1,2011, interest at 4.75%. 126,446 Other Lonq-Term Debt: Accrued Leave Payable Capital Lease Obligations Total Long-Term Liabilities 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note F - Long-Term Liabilities - Continued The annual requirements to amortize all bonds are as follows: Year Ending June 30, 2OO4 2005 2006 2007 2008 2009-2013 2014-2018 2019-2023 2024-2028 2029-2030 

Governmental Activities Principal Interest $ 1,870,091 154,980 159,993 165,263 215,242 795,907 893,766 1,147,023 1,472,042 341,096 $~772154~40303 

$ 367,618 263,382 255,185 242,742 234,672 1,959,591 858,263 605,006 279,987 9,307 $ 4.175.753 The City has entered into two lease agreements as lessee for financing the acquisition of two phone systems. The economic substance of the lease is that the City is financing the acquisition of the asset through the lease, and accordingly, it is recorded in the City's assets and liabilities. The original cost of the equipment was $28,164. The following is a schedule by years of future minimum payments required under the lease together with their present value as of June 30, 2003: 
Year Ending June 30, 2004 Less amount representing interest Present value of minimum Lease payments Note G - Dedication of Sales Tax Proceeds 

General Long-Term Debt $ 1,562 (29) $ J~533 
Proceeds of the 2 ~% sales and use tax levied by the City of Sulphur, LA. are dedicated to the following purposes: After distribution of ~% to 1998 Public Improvement Bonds and 1991 Capital Improvement Paygo Fund and payment of all costs of levy and collection: Fifty percent (50%), but not to exceed the total annual debt service on any and all bonds secured by pledge of proceeds of this fund to the City, which proceeds shall be dedicated and used for any of the following capRal improvements: opening, construction, paving and improving streets, sidewalks, roads and alleys; constructing bridges, purchasing or constructing water works; sewerage and sewerage disposal works, drains, drainage canals, pumping plants, and waste disposal facilities; facilities for pollution control and abatement; water and waste water systems; halls; courthouses; auditoriums, jails, public parks and recreation facilities; other public works and/or buildings; title to which said works, buildings and improvements shall be in the public. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note G - Dedication of Sales Tax Proceeds - Continued After payment of above costs 
2 
3 
4 
5 
6 

Twenty percent (20%), but not to exceed $300,000 annually, without subsequent approval of the Council of the City of Sulphur, Louisiana, to the Streets and Parks Department for any lawful purpose. Twenty percent (20%), but not to exceed $300,000 annually, without subsequent approval of the Council of the City of Sulphur, Louisiana, to the Public Utilities Department for any lawful purpose. Fourteen percent (14%), to the General Fund of the City of Sulphur, Louisiana for operating expenses of the City and for any other lawful purpose. Twenty percent (20%), but not to exceed $300,000 annually, without subsequent approval of the Council of the City of Sulphur, Louisiana to the General Fund of the City of Sulphur, Louisiana, for salades and salary increases to employees of the City of Sulphur, Louisiana, based on a merit and cost-of-living evaluation system. Six percent (6%), but not to exceed $90,000 annually, without subsequent approval of the Council of the City of Sulphur, Louisiana, to the Fire Department for any lawful purpose. Twenty percent (20%), together with any excess portion of any of the foregoing allocations, to a reserve and match money fund, which fund shall be used first to satisfy any bond issue or bond indenture requirements, and after said bond indenture requirements have been satisfied, any excess funds to be used as 'matching money' for any state and federal grant program or for any lawful corporate purpose at the discretion of the City of Sulphur, Louisiana. Note H - Retirement Commitments The City participates in throe state-administered cost-sharing multiple-employer retirement systems, which together cover substantially all of the City's full-time employees: Municipal Employees Retirement System, Municipal Police Employees' Retirement System and Firefighters' Retirement System of the State of Louisiana. Although separately administered by their respective boards of trustees, these systems are established and regulated by acts of the Louisiana Legislature with respect to membership and contribution requirements, plan benefits, and actuarial determination of funding requirements as provided by the state constitution. Additional disclosures with respect to the City's participation in these systems are provided below. 
The System is composed of two district plans, Plan A and Plan B, with separate assets and benefit provisions. Employees of the City are members of Plan A. Membership is mandatory as a condition of employment beginning on the date employed if the employee is on a permanent basis working at least thirty-five hours per week, not participating in another public funded retirement system and under age sixty (60) at date of employment. Those individuals paid jointly by a participating employer and the parish are not eligible for membership in the System. Under Plan A, employees who retire at or after age 60 with at least 10 years of credited services, at or after age 55 with 25 years of credited service, or at any age with 30 or more years of creditable service are entitled to a retirement benefit, payable monthly for life, equal to 3 percent of their final compensation multiplied by the employee's years of credited service. Final compensation is the employee's monthly earnings during the 36 consecutive or jointed months that produce the highest average. GRAGSON, CASIDAY & GU1LLORY, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 



 

CiTY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note H - Retirement Commitments - Continued The System also provides death and disability benefits. Benefits are established by state statute. The Municipal Employees' Retirement System of Louisiana issues a publicly available financial report that includes financial statements and required supplemental information That report may be obtained by writing to Municipal Employees' Retirement System of Louisiana, 9737 Office Park Boulevard, Baton Rouge, LA 70809. Plan members are required to contribute 9.25% of their annual covered salary and the City is required to contribute at an actuarially determined rate. The current rate is 8.0% of annual covered payroll. The contribution requirements of plan members and the City are established and may be amended by the System's Board of Trustees. The City's contributions to the System for the year ended June 30, 2003 totaled $227,910. 
Membership is mandatory for any full-time police officer employed by a municipality of the State of Louisiana and engaged in law enforcement empowered to make arrest, providing they do not have to pay social security and providing they meet the statutory criteria. Employees who retire at or after age 50 with at least 20 years of credited service, or at or after age 55 with at least 12 years of credited service are entitled to a retirement benefit payable monthly for life, equal to 3-1/3 percent of their average final compensation multiplied by the employee's years of credited service. Final compensation is the employee's monthly earnings during the 36 consecutive or joined months that produce the highest average. The System also provides death and disability benefits. Benefits are established by state statute. The Municipal Police Employee's Retirement System issues a publicly available report that includes financial statements and required supplemental information. That report may be obtained by wdting to Municipal Police Employee's Retirement System, 8401 United Plaza Blvd., Suite 270, Baton Rouge, LA 70809-7017. Plan members are required to contribute 7.5% of their annual covered salary and the City is required to contribute 9,0% as established by the state statute. The City's contributions to the System for the year ended June 30, 2003 totaled $159,331. 
Membership is mandatory as a condition of employment beginning on date employed if the employee is on a permanent basis as a firefighter, not participating in another publicly funded retirement system and under age fifty (50) at date of employment. Employees who retire at or after age 50 with at least 20 years of credited service, or at or after age 55 with at least 12 years of credited service are entitled to a retirement benefit payable monthly for life, equal to 3-113 percent of their average final compensation multiplied by the employee's years of credited service. Final compensation is the employee's monthly earnings during the 36 consecutive or joined months that produce the highest average. The System also provides death and disability benefits. Benefits are established by state statute. The Firefighter's Retirement System issues a publicly available financial report that includes financial statements and required supplemental information. That report may be obtained by writing to Firefightar's Retirement System, P.O. Box 94095 Capitol Station, Baton Rouge, LA 70804-9095. 
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CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note H - Retirement Commitments - Continued Plan members are required to contribute 8.0% of their annual covered salary and the City is required to contribute at an actuartslly determined rate. The current rate is 18.25% of annual covered payroll. The contribution requirements of Plan members are established and may be amended by the System' s Board of Trustees. The City's contributions to the System for the year ended June 30, 2003 totaled $188,859. Note I - Contingencies and Commitments Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies, principally the federal government. Any disallowed claims, including amounts already collected, may constitute a liability of the applicabJe funds. The amount, if any, of expenditures, which may be disallowed by the grantor, cannot be determined at this time. The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently determinable, it is the opinion of the City's legal counsel that the resolution of these matters will not have a material adverse effect on the financial condition of the City. Note J- Risk Management Obligations The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; and natural disasters for which the City carries commercial insurance. The City established a limited risk management program for workers' compensation in fiscal year 1996. Premiums are paid into the internal service fund by the general and public utility funds and are available to pay claims, claim reserves, reinsurance premiums and administrative costs of the program. The surplus retained earnings resulting from charges for anticipated future catastrophic losses have been designated. Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated. An excess coverage insurance policy covers individual claims in excess of $250,000 with an aggregate claim limit of $1,000,000. Liabilities include an amount for claims that have been incurred but not reported (IBNRs). Claim liabilities are calculated considering recent claims settlement trends including frequency and amount of pay-outs and other economic and social factors. The liability (current) for claims and judgments is reported in the internal service fund because it is expected to be liquidated with expendable available financial resources. Changes in the balances of claims liabilities during the past year are as follows: Unpaid claims, beginning of fiscal year Incurred claims (including IBNRs) Claim payments Unpaid claims, end of fiscal year 
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$ 75,611 241,367 (294,600) $ _22.378 



 

CITY OF SULPHUR, LA. Notes to Financial Statements June 30. 2003 Note K- Council Members Compensation Each council member receives monthly compensation. The following is a list of council members and their compensation for the fiscal year ended June 30, 2003: Distdct 1 Wilmer Dugas District 2 Bill Emmons District 3 David Ritchie District 4 Dick Kennison District 5 Patrioia Hemphill 

$ 4,200 
4,200 
4,200 
4.200 
4,200 The compensation paid to the Mayor for the year end June 30, 2003, is as follows: Ron LeLeux, Mayor $ 59,458 Note L- Service Agreement The City entered into an agreement with the Motor Vehicle Commissioner of the State of Louisiana to provide financial support for the cost of operating the local Department of Motor Vehicles (DMV) field office. The DMV subsidizes the cost of local operations by remitting to an account, a two-dollar per service transaction fee. The City provides an annual accounting to the DMV of income and reimbursable expenses. Funds in excess of reimbursement may be utilized for fixed asset acquisitions or offset to recover operating costs previously funded by the DMV. The accumulated funds available for asset acquisitions or cost recovery totaled $68,867 at June 30, 2003. Note M- Future Commitment An administrative report has been received frem the Environmental Protection Agency which mandates that the City upgrade its wastewatar system. This will be done in three phases with an expected completion date of January 2004. The total estimated costs for this project is $20,000,000. A $12,000,000 loan has been obtained from LCDA to fund this project, of which $5,140,205 has been drawn through June 30, 2003. A total of $7,616,060 has been incurred on the ungrading of the wastewater system through June 30, 2003. 
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REQUIRED SUPPLEMENTAL INFORMATION 
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REVENUES Taxes Licenses and permits Intergovernmental Charges for services Fines Interest Other Total Revenues 

CiTY OF SULPHUR, LA Budgetary Comparison Schedule - General Fund Year Ended June 30. 2003 

EXPENDITURES Current General and administrative Streets and parks Fire Police Inspection/animal control Shop Debt services Principal Interest Total expenditures 

Budae Original Final Actual 
$ 2,288,700 656,500 465,000 760.000 279,500 400,000 _ 62,000 4,911,700 
1,628,818 2.234,803 2,875,200 2,876,935 386,031 258,548 

$ 2,288,700 656,500 465,000 760,000 279,500 400,000 228,153 5,077,853 
1,719,971 2.309,803 2,875,200 2,876,935 386,031 258,548 

10,260,335 10,426,488 

$ 2,281,669 725,382 549,630 846,593 274,452 313,488 623,549 5.608.763 
1,433,152 2.075.070 2.576,383 2,896,515 372,621 254,994 7,214 682 _ 9,616,63! 

Variance Favorable (Unfavorable) 
$ (7,031) 68,882 84,630 80,593 (5,048) (86,512) 395,396 530,910 
286,819 234,733 298,817 (19,580) 13,410 3,554 (7,214) (682) 809,857 EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (5,348,635) (5,348,635) (4,007,868) 1,340,767 OTHER FINANCING SOURCES (USES) Operating transfers in Operating transfers out Total other financing sources (uses) 

5,098,635 _ (1,500,000) 5,098,635 (1,500,000) 5,195.770 (1,5O0,0O0) 97.135 _ 3,598,635 3,598,635 _ 3,695,770 97,135 EXCESS (DEFICIENCY) OF REVENUE AND OTHER SOURCES OVER EXPENDITURES AND OTHER USES (1,750,000) (1,750,000) (312,098) 1,437,902 FUND BALANCE-BEGINNTNG 10,957,588 10,957,588 10,957,588 FUND BALANCE-ENDING $ 9.207.588 ~LgJ~SJ~ $10.645.490 $__1:437,~O2 
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REVENUES Sales taxes 

CITY OF SULPHUR, LA Budgetary Comparison Schedule - Sales Tax Fund Year Ended June 30. 2003 
Variance Budget Favorable Oriqinal Final Actual (Unfavorable) 

$ 9,000,000 $ 9,000,000 $ 9,223,564 $ 223,564 EXPENDITURES Current General and administrative 70,000 70,000 86,843 (16,843) EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES 8,930,000 8,930,000 9,136,721 206,721 OTHER FINANCING SOURCES (USES) Operating transfers out (8,930,000) (8,930,000) (9,051,419) (121,419) EXCESS (DEFICIENCY) OF REVENUE AND OTHER SOURCES OVER EXPENDITURES 85,302 85,302 FUND BALANCE-BEGINNING 677,953 677,953 677,953 FUND BALANCE-ENDING $ 677.953 $ 677.953 L 763.255 $ 85.302 
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OTHER SUPPLEMENTAL INFORMATION 
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CITY OF SULPHUR, LA. Combining Balance Sheet- Nonmajor Governmental Funds June 30. 2003 

ASSETS Cash and cash equivalents Investments Accounts receivable Assessments receivable: Current Delinquent Deferred Interest receivable TOTAL ASSETS LIABILITIES AND FUND BALANCE LIABILITIES Accounts payable Deferred revenue Total Liabilities FUND BALANCE Reserve for debt service Unreserved - undesignated Total Fund Balance 

Debt Service Paving Project 1992 
582 
3,945 

Paving Project 1993 
$ 65,907 
29,317 

Public Improvement 1993 
$ 936,029 1.781.339 
40.413 

4,527 4.527 
$ 
46,677 48,547 95,224 1,655,000 1,102,781 2,757,781 TOTAL LIABILITIES AND FUND BALANCE $ _~.,527. $._. 95,224 $ 2.757.781 
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Funds Paving Pr~ects 1996-1999 
164,351 
17,243 26,562 57,916 

Paving Projects 2000 
84,758 
19,257 14,285 125.928 

Wastewater Plant 
$ 1,888,040 $ 3,139,667 1,781,339 

36,500 74,109 83,844 40.413 $ 266,072 $ 244,228 $ 1,888,040 ~L~_255~872 
$ 250 57,916 58,166 
150,883 57,023 207,906 

$ 125,928 125,928 
118,300 1,888,040 118,30_0 1,888,040 

$ 25o 183,844 184,094 
3,858,900 11212,878 5,071,778 $ 266,072 $ 244.228 $ 1.888.040 $ 5.255.872 

GRAGSON, CASIDAY & GUILLORY, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 50 

Continued 



 

CITY OF SULPHUR, LA. Combining Balance Sheet - Nonmajor Governmental Funds June 30. 2003 

ASSETS Cash and cash equivalents Investments Accounts receivable Assessments available: Current Delinquent Deferred Interest receivable TOTAL ASSETS LIABILITIES AND FUND BALANCE LIABILITIES Accounts payable Deferred revenue Total Liabi/~tles FUND BALANCE Reserve for debt service Unreserved - undesignated Total Fund Balance 

198411985 1996/1997 Nonmajor Paving Public Governmental Proiect Improvement Total Funds Total 
26,082 $ 1,738,101 14.000 
$ !.7,752.101 

$ 1,764,183 14,000 
$ 1.778.183 

$ 47,440 $ 47,440 
26.082 26.082 
47,440 
1,704,661 1,704,661 

47.440 

$ 4,903,850 1,781,339 14.000 36,500 74,109 183,814 40,413 $ 7:O3̀4=0_55 
$ 47,690 163,844 231,534 
3,858,900 1,730,743 2,943,621 1,730,743 6,602,521 TOTALLIABILITIESANDFUNDBALANCE$ 26.082 $ 1~75~101 $ 1.778.'L8~. $ 7.034.p55 
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CITY OF SULPHUR, I_A. Combining Statement of Revenues, Expenditures and Changes in Fund Balances - Nonmajor Governmental Funds Year Ended June 30. 2003 

REVENUES Federal and state grants Assessment levies Interest on investments Interest on assessments Total Revenues EXPENDITURES Debt service: Principal retirement Interest and fiscal charges Capital outlays Total Expenditures 

Debt Service Paving Project 1992 

14,284 1,186 

Paving Project 1993 
723 2,631 3.354 
45,000 5,925 

Public mprovement 1993 
110,710 110,710 
1,565,000 180.778 15,470 50,925 1,745,77_8 Excess (Deficiency) of Revenues Over Expenditures (15,455) (47,571) (1,635,068) OTHER FINANCING SOURCES (USES) Operating transfers in 1,745,365 Excess (Deficiency) of Revenues and Other Sources Over Expenditures (15,455) (47,571) 110,297 FUND BALANCE-BEGINNING OF YEAR FUND BALANCE-END OF YEAR 19,982 $ 4,527 

52 

142,795 $ 95,224 2,647,484 $ 2.757.78! 



Funds Paving Projects 1996-1999 
$ 22,537 1,975 5,961 30,473 
30,927 9.975 40.902 

Paving Projects 2000 
39,051 1,031 10,281 50.363 
26,074 12,359 10,344 48.777 

Wastewater Plant 
17,517 17,517 
54,700 89,256 143.956 

61,588 131,971 18,873 212,432 
1,735,985 299,479 10,344 2,045,808 

(10,429) 1,586 (126,439) (1,833,376) 
1.000.000 2,745,365 

(10,429) 1,586 873,561 911,989 
218,335 $ 207,906 116.714 1.014.479 $ 118.300 $ 1.888.040 4,159,789 $ 5.071.778 
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REVENUES 

CITY OF SULPHUR, LA. Combining Statement of Revenues, Expenditures and Changes in Fund Balances - Nonmajor Governmental Funds- Continued Year Ended June 30, 2003 

Federal and state grants Assessment levies Interest on investments Interest on assessments Total Revenues EXPENDITURES Debt service: Principal retirement Interest and fiscal charges Capital outlays Total Expenditures 

Capital Prelects Funds 1984/1985 1996/1997 Public Public Improvements Improvements Total Nonmajor Governmental Funds Total 
$ 8,436 $ 8,436 $ 8,436 61,588 297 23,286 23,583 155,554 297 31,722 
806 198 806,198 

32,019 
896,198 806.198 

18,873 244,451 
1,735,985 299,479 816,542 2,852,006 Excess (Deficiency) of Revenues Over Expenditures 297 (774,476) (774,179) (2,607,555) OTHER FINANCING SOURCES (USES) Operating transfers in 196,188 196,188 2,941,553 Excess (Deficiency) of Revenues and Other Sources Over Expenditures 297 (577,991) (577,991) 333,998 FUND BALANCE - BEGINNING OF YEAR 25,785 2,282,949 2,308,734 6,468,523 FUND BALANCE - END OF YEAR $ 26,082 .~1.704.661 $1.730~ $~.802,521_ 

See accompanying notes. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Members of the City Council City of Sulphur, Louisiana 

W. GEORGE GRAGSON, CP, A, RICHARD W, CAStDAY, CP, A, RAYMOND GUILLORy, JR,, CPA GRAHAM A PORTUS, EA, COY T VINCENT, CP.A MICHELLE BOURNE, CPA BRADLEY J. CAStDAy, C.p,A,, C,V,A. JULIA W PORTUS, CPA DAWN REDO, C.P.A. MELONIE L, H~MEL, C,p,A 

December 4. 2003 
We have audited the primary government financial statements of City of Sulphur, Louisiana, as of and for the year ended June 30, 2003, End have issued our report thereon dated December 4, 2003. 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. Compliance As part of obtaining reasonable assurance about whether City of Sulphur, Louisiana's primary government financial statements are free of material misstatement, WE 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 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 results of our tests disclosed an instance of noncompliance that is required to be reported under Government Auditing Standards which is described in the accompanying schedule of findings and questioned costs as item 2003-01. nternal Control Over Financial Reoortina In planning and performing our audit, we considered City of Sulphur, Louisiana's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the dsk that misstatements in amounts that would be matedal in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. This report is intended solely for the information and use of the City's management, city council and the Legis{ative Auditor and ts not intended to be and should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 
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CITY OF SULPHUR, LA. Schedule of Findings and Questioned Costs Year Ended June 30. 2003 
We have audited the primary government financial statements of City of Sulphur, LA. as of and for the year ended June 30, 2003, and have issued our report thereon dated December 4, 2003. 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 GovemmentAuditing Standards, issued by the Comptroller General of the United States. Our audit of the financial statements as of June 30, 2003 resulted in an unqualified opinion. 
Summarv of Auditors' R Internal control over financial reporting: Matedal weakness(es) identified? Reportable condition(s) identified that are not considered to be material weakness(es)? Noncompliance material to financial statements noted? FINANCIAL STATEMENT FINDINGS tam 2003-01 

__ yes __ yes __ yes 
X no Xnonereported X no 

Description: The June 30, 2003 financial statements were not filed with the Legislative Auditor's office by December 31, 2003 as required by LSA-RS 24:514. The reason for the late filing was due to additional unforeseen time needed to compile financial statements that complied with the requirements of GASB-34 as described in Note 2 to the financial statements. Corrective Action Planned: This finding was an isolated occurrence that applied only to the June 30, 2003 financial statement filings. Future filing of the annual financial statements will be filed within the required timelines. Contact Person: Paree Prejean, Director of Finance 
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS N/A IV. PRIOR YEAR AUDIT FINDINGS None 
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