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CITY OF LAKE CHARLES

P.O. Box 3706
RANDY ROACH Lake Charles, LA 70602-3706 DEPARTMENT OF FINANCE

MAYOR {337)491-1251 » FAX (337)491-1225 Ronald P. Kemerly, Director

March 30, 2004

Honorable Randy Roach, Mayor
Member of the City Council

Dear Mayor and City Council Members:

in accordance with requirements of the City’'s Charter and applicable state law, | am
pleased to submit the Comprehensive Annual Financial Report of the City of Lake
Charles for the fiscal year ended September 30, 2003. This report has been prepared
by the City’s Finance Department in conformity with generally accepted accounting
principles (GAAP), and the basic financial statements contained herein have been
independently audited in accordance with generally accepted auditing standards.
However, the completeness and reliability of all information presented in this report
remains the responsibility of the City’s management. The purpose of the independent
audit is to provide reasonable assurance that the financial statements are free of
material misstatement.

This is the first financial report issued by the City under the new financial reporting
model established by Governmental Accounting Standards Board Statement 34, which
requires certain govemment-wide statements as well as the fund financial statements
traditionally required by governmental GAAP. The purposes and contents of these
financial statements are further explained in Management's Discussion and Analysis
(MD&A) which follows the independent auditor's report and should be read in
conjunction with this letter of transmittal for a more complete understanding of the City’s
financial condition and activity.

City Profile

The City of Lake Charles was incorporated in 1867 and is the principal city and trade
center of southwestern Louisiana. As of the 2000 census, the corporate limits of the
City included 43 square miles and had a population of 71,757. It is designated as the
central city of a census-defined urbanized area of 132,977 and a metropolitan statistical
area (Calcasieu and Cameron Parishes) of 193,568 population in 2000.

The City operates under a mayor-council form of government pursuant to a 1961 home
rule charter, and provides a full range of traditional municipal services, as well as



specialized facilities such as a municipal golf course, a civic center coliseum and theater
complex, and an arts center housed in a restored school building. All of these activities
are integral parts of the city government and are included in this report. Certain
components of the judicial function are legally separate entities which are discretely
presented in these statements as “component units.”

The City adopts an annual operating budget and a project-based capital budget in
accordance with procedures established by its charter and by state statute. Although
the budget document is comprehensive, covering all funds under the City’s control, legal
control of expenditures is exercised primarily at the department level for the General
Fund and for each Special Revenue Fund pursuant to charter and statutory
requirements. Budget-to-actual comparisons for major funds of these types are
included in this report.

The City also maintains an internal control framework designed to provide reasonable,
but not absolute, assurance regarding the safeguarding of assets against loss from
unauthorized use or disposition, as well as the reliability of financial records for
preparing financial statements. An evaluation of internal controls and legal compliance
is required by federal law In connection with the independent audit, and the auditor's
reports thereon are included in a separately issued “single audit’ report.

Economic Environment

Lake Charles is a deep water port with a 30-mile ship channel to the Gulf of Mexico, and
has developed an economic base dominated by petrochemical manufacturing and
refining since the 1940's. Within the past twenty years, the economy has been
somewhat diversified by the addition of commercial and military aircraft refurbishment
and madification at Chennault airpark (a former air force base de-activated in 1963),
and the advent of riverboat casinos drawing patronage primarily from east Texas. The
area currently has two riverboat casino complexes, one of which is located within the
city, and a new casino resort is currently under construction within the city at a projected
total cost of $325 million. The petrochemical sector has largely been in a retrenchment
mode for several years due to factors such as natural gas prices. The major current
development in that sector is a recentiy-announced refinery expansion and retrofit
expected to cost over $500 million. Proposals for expansion of an existing liquefied
natural gas terminal and development of a new terminal on the ship channel are also
pending. Due in part to the cumrent volume of construction activity, the metropolitan
area currently has an unemployment rate of only 5 percent. However, the area’s net
loss in non-farm payroll employment reported by the state for the 2003 calendar year
was 2,700 jobs, including 2,100 in manufacturing. Labor force size has diminished at a
comparable rate, holding down the number of unemployed. A positive empiloyment
trend should resume, at least outside the construction sector, as major projects are
completed over the next two years.

Since industry is concentrated at deep water access points outside the city limits, the
City itself is primarily a center of trade, services, and public sector employment.



National chains have significantly expanded the size of the retail sector in the last
decade, and service sector developments have included a new hospital campus, new
bank buildings, and highway-oriented lodging. A pending major project in the downtown
area is the renovation and mixed-use conversion of a long-vacant department store
building.

The City and surrounding area have experienced relatively high levels of residential
construction and subdivision development since the early 1890's. However, the City's
total population has remained relatively static—increasing less than one percent from
1990 to 2000—despite an aggressive annexation program during much of this perniod.

Current and Future Financial Plans

Conceptual planning and feasibility analyses are currently under way for a hotel
development connected to the City’s civic center, and for a wetlands interpretive center
to be located on a nearby lakefront site. Potential development costs for both projects
would extend into the tens of millions and require multiple non-profit and private
partnerships and financing sources. A hotel proposal will also require referendum
approval if located on the civic center site.

In addition to completing the on-going waste water system expansion program within
the next two years, the City is planning a multi-phase reconstruction of its oidest water
production plant to adequately maintain existing system capacity. Existing water
service rates and capital contribution needs are currently being evaluated in relation to
projected costs.

Other plans include continued targeting of riverboat gaming taxes to infrastructure
investments and renewal of various property and sales tax levies set to expire in the
next one to three years. Operating costs will continue to increase, largely as a result of
recent and on—going collective bargaining and the prevailing trends of rising pension
and health benefit costs. However, the City has no plans to curtail services in the
absence of severe fiscal or economic reversals.

Other Financial Activity

Cash management and investment:

Funds under the control of the City are held in an interest-bearing cash pool from which
investments are made in accordance with statutory restrictions and locally-adopted
investment policy. The City’s investments are restricted to securities issued by the U. S.
Government and its agencies and instrumentalities, and to participation in a statewide
local governmental investment pool which operates on the same basis as a money
market fund. The City’s total interest and investment earnings during the 2003 fiscal
year were $1,750,882, a 37 percent decrease from 2002. This trend is a reflection of the
general decline of interest rates and minimal change in the City's average cash and
investment totals from year to year.



Risk Management:

The City maintains self-funded programs for casualty and liability risks and employee
health benefits, which are accounted for in two internal service funds. These programs
include third-party claims administration and varying levels of excess risk coverage,
typically ranging from $100,000 to $300,000 per claim depending on risk category.
Additional information for these programs is included in the financial statements and
notes thereto.

Pension and other post-employment benefits:

The City participates in three cost-sharing state-sponsored retirement systems which
together cover virtually all of the City’s full-time employees. Employees other than fire
and police civil service personnel also participate in the federal social security system,
and a voluntary deferred compensation program is also available to all employees
under Section 457 of the U. S. Internal Revenue Code.

All of the state-sponsored retirement systems covering City employees are subject to
annual adjustment of actuarially determined employer contribution rates, which have
more than doubled for each of the three systems in the last three years. The imposition
of these rates upon local governmental employers is currently in litigation with respect to
one system, and may eventually affect all systems.

The City’s previous locally-administered police and firemen’'s pension funds were
merged into the state-sponsored systems in 1983 and 1987, and the balance of the
resulting merger obligation was refunded in 1998. Additional data concerning this debt
and current pension contributions can be found in the notes to the financial statements.

The City also makes health benefit coverage available on a voluntary basis to retirees,

but does not contribute to the cost. All benefit costs for both current and former
employees are funded through the Employee Insurance Internal Service Fund.

Awards and Acknowledgements

The Govemnment Finance Officers Association of the United States and Canada
(GFOA) has awarded a Certificate of Achievement for Excellence in Financial reporting
to the City of Lake Charfes for its comprehensive annual financial report for the fiscal
year ended September 30, 2002. The City also received this award for its reports of the
preceding eighteen years. In order to be awarded a Certificate of Achievement a
government must publish an easily readable and efficiently organized comprehensive
annual financial report. Such reports must satisfy both GAAP and applicable legal
requirements.



A Certificate of Achievement is valid for one year only. We believe our current report
continues to meet Certificate of Achievement program requirements, and we are
submitting it to GFOA to determine its eligibility for another certificate.

‘The preparation of this report could not have been accomplished without the efficient

and dedicated efforts of the entire Finance Department staff. We also wish to
acknowledge the continued interest and support of the City’s elected officials in
maintaining an effective financial management and reporting program.

Respectfully submitted,

féﬁéf / /@tmw/ﬁ

Ronald P. Kemerly
Director of Finance
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Certificate of
Achievement

for Excellence
in Financial
Reporting

Presented to

City of Lake Charles,
Louisiana

For its Comprehensive Annual

Financial Report
for the Fiscal Year Ended
September 30, 2002

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial
reports (CAFRs) achieve the highest

standards in government accounting
and financial reporting.
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CITY OF LAKE CHARLES
Lake Charles, Louisiana

MAYOR
Honorable Randy Roach

CITY COUNCIL
Ernie Duplechin Mike Huber
A.B. Franklin Rob M“Corquodale
Rodney Geyen David Perry
Rev. Samuel C. Tolbert
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MCcCELROY, QUIRK & BURCH

A Professional Corporation * Certified Public Accountants ¢ Since 1925
Rarbara Huwon Gonzales, CPA
800 Kirby Screet » P.O. Box 3070 » Lake Charles, LA 70602-3070 Martin L. Chehorsky, CPA. CFE

337 433-1063 * Fax 337 436-6618 *» Web page: www.mqb-cpa.com Robert M. Gani, CPA. MT
Moilic C. Broussard, CPA

R:405S001-0E20040%005~-042303 v Fanancial StateoeaceiAudicor Rapork.wpd

Billv I3. Fisher, CPA

Jason L. Gullory, CPA

Greg P Maquin, CPA. CFPIM
Joe G. Peshoff II, CPA, CVA

Charles P Quirk, CPA, Rerired
Ohtrav j. Woods Jr., CPA, Inacoive
Robert F. Cargite, CPA, Inacrive
William A. Mancuse, CPA, Reured
Judson J. McCann Jr., CPA, Reured

CTFL - Certthed Fraud Examiner
MT - Mascers of Taxation

CVA - Crrahed Viuation Analyst
CFP - Certified Frnancial Planner

REPORT OF INDEPENDENT AUDITORS

City of Lake Charles
PO Box 900
Lake Charles LA 70602-0900

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information
of the City of Lake Charles, Louisiana, as of and for the year ended September
30, 2003, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the
responsibility of the City of Lake Charles, Loulsiana’'s management. our
responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America applicable to financial audits contained
in 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 general purpose financial
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit alsc includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial sgtatement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information
of the City of Lake Charles, Louisiana, as o¢of September 30, 2003, and the
respective changes in financial position and cash flows, where applicable,
thereof for the vyear then ended in conformity with accounting principles
generally accepted in the United States of America.

Members American Institute of Certified Public Accountants  Saciety ol Louisiana Certified Public Accountants
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As described in Note J, the City has implemented a new financial reporting
model, as required by provisions of GASB Statement No. 34, Basic Financial
Statements-and Management’s Digcussion and Analysis-for State and Local
Governments, as of September 30, 2003.

The management’s discussion and analysis and budgetary comparison
information on pages 19 through 27 and 80 through 88, are not a required part of
the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inguiries
of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information
and express no opinion on it.

In accordance with Government Auditing Standards, we have also i1sgued our
report dated February 6, 2004, on our consideration of the City of Lake Charles,
Loulsiana's, 1intermal control over financial reporting and our tests of its
compliance with certain provisions ©of laws, regulations, contracts and grants.
That report is an integral part of an auwdit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report
in considering the results of our audit.

OQur audit was conducted for the purposes of forming opinions on the
financial statements that comprise the City of Lake Charles, Louilsiana’s basic
financial statements. The introductory section, combining and individual
nonmajor fund financial statements, and statistical tables are presented for
purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual nommajor fund financial
statements have been subjected to the auditing procedures applied in the audit
of basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the bagic financial statements taken as a whole.
The introductory section and statistical tables have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

012 Ehrsy, Gk ¢ sk

Lake Charles, Louisiana
Febhruary 6, 2004
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CITY OF LAKE CHARLES, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis seeks to provide an overview of the financial activity and performance of the City of
Lake Charles for the fiscal vear ended September 30, 2003, and accompanies the financial statements beginning on
page 17 of this report. The transmittal letter on pages 3 - 7 of the this report provides further information from a
broader perspective, and should be consulted in conjunction with this discussion and the financial statements
themselves for a more complete understanding of the City’s financial condition and econotnic environment.

Financial Highlights

» The City’s net assets increased by $11 million or 4.5 percent during the year, to a total of $255.7 million.
Unrestricted financial assets comprise 30 percent of this total.

» Capital assets increased by $13 million, net of depreciation, accounting for all of the City’s net asset
growth.

» Total revenue from both governmental and business-type activities was $78.9 million, excluding special
items. This total is 6.8 percent more than the previous year, with most of the increase consisting of capital
grants and contributions.

» Govemnmental fund balance totals were virtually unchanged. The combined total for all govemmental
funds increased by less than 0.5 percent from 2002 to 2003; the General Fund recorded a similar increase.

» Long-term liabilities inaeased from $17.2 million to $46.9 million, principally through issuance of $25
million in new debt for waste water and santtary sewer improvements.

The Financial Statements

This report encompasses a series of financial statements consisting of the following components:

1. Government-wide financial statements, which are designed to provide an organization-wide overview
similar in nature to the form of reporting used for private-sector businesses. The two components of this
presentation are.

» The Statement of Net Assets which is roughly equivalent to a private business balance sheet,
summarizing all of the City’s assets and liabilitics and reporting the difference between the two as “net
assets ” Changes in net assets over time may provide an indication of ¢ither an improving or declining
financial position.

» The Statement of Activities is an organization-wide operating statement, which accounts for changes in
net assets during the City’s 2003 fiscal year. This statement takes into account all revenues and
expenses accrued for that year, regardiess of when cash is received or paid.

The government-wide statements presented on pages 32 - 33 of this report are a result of the new financial reporting
model established by Governmental Accounting Standards Board Statement No. 34, which is now being
implemented for the first time by the City of Lake Charles. These statemenis also distinguish governmental
activities, which are those City functions principally supported by taxes and intergovernmental revenues, from
business-type activities which are intended to recover a significant portion of their costs through user fees and
charges. The City’s governmental activities include such functions as public safety (fire and police) and public
works (principally strects, sanitation and sewerage), while its business-type activities consist of a civic center, golf
course, transit system, and water utility.

The government-wide statements also include two component units — City Court and the Ward Three Marshal,
which are legally separate entities with financial dependency on the City as “primary govermment.” They do not
include other legally separate local entities which are financially and operationally independent of the City. This
discussion and analysis pertains only to the City as primary government.

19



2. Fund financial statements report financial data for individual funds into which the City’s accounts are
organized to maintain compliance with finance-related legal and contractual requirements. This report
includes two categories of funds, governmental and proprietary. (The City has no fiduciary funds.)

The governmental fund financial statements generally cover the same functions as the governmental activities in the
government-wide statements, but differ in their focus on near-term spendable resources rather than longer-term
measurement of all net assets. A comparison of the fund and government-wide statements with respect to
governmental functions is useful in gaining a longer-term perspective than that provided solely by the near-term
focus of governmental fund statements, and a reconciliation is provided in the governmental fund statements to
support such comparison,

The City maintains ten individual governmental funds, five of which are classified as major and are separately
displayed in the governmental fund statements beginning on page 34 of this report. The remaining five funds are
aggregated into a single display on those statements, but are individually presented in the combining statements
referred to below.

The proprietary fund financial statements cover business-type activities in which external customers are charged for
services, as well as internal service activities funded by charges to other City funds and operating units. The
enterprise fund category in these statements corresponds to the business-type activities reported in the government-
wide statements. The internal service category consists of two funds which account for risk financing and employee
group medical benefits. All proprietary fund statements are reported on the accrual basis of accounting as used in
the government-wide statements and in private-sector business.

3. Notes to the financial statements provide additional information and explanation necessary for full
understanding of the government-wide and fund financial statements, and are presented on pages 48 - 69 of
this report.

4. Other information, consisting of the combining statements for the five non-major governmental funds, and
two internal service funds, is presented immediately following the notes to the financial statements.

City-wide Financial Analysis

This analysis pertains to the government-wide financial statements, which are issued for the first time for the 2003
fiscal year. Except for selected trend information extracted from the fund financial statements, it therefore does not
include comparative information for 2002 and 2003. (Such comparison of current and prior years will, however, be
included in future annual reports.)

The City’s net assets at the end of 2003 were $255,691,162, with 66 percent of this total consisting of capital assets,
i.e., physical plant, equipment, and infrastructure, less related outstanding debt. An additional 4 percent of net assets
is externally restricted by law or contract, leaving 30 percent as unrestricted net assets which are generally available
for use at the City’s discretion. Year-end assets, liabilities, and net assets are summarized below. It should be noted
that the investment in capital assets is not available as a financial resource for payment of related debt, other
liabilities, or future costs, which will require the use of either existing financial resources or future revenues. Also
note that capital assets are reported net of accumulated depreciation, and that the infrastructure portion of these
reported assets includes only those projects completed since 1975.

20



04-02-2804 10:00am From= T=-B77 P.002/00%  F=-b30

NET ASSETS
" (in thousands)
Governmental Business-Type
Acudvities Activides Total
Current and othex assets $ 21,110 3 7,071 $ 98181
Capital assets 162.460 51,769 214,229
Total assets 283,570 58,840 312410
Long-term liabilities 485,482 409 46,89]
Current and other liabilities 3,775 1,053 9828
Total liabilities 55,257 1,462 56,719
Net assets:
Invested in capital assets,
net of debt 116,656 51,769 168,425
Restricted 10,613 - 10,613
Unrestricted 71,044 5,609 76,653
Total net assets $ 198313 3 57,378 $ 255,691

Net assers increased by $11,001.755 or 4.5 percent for the Ciry as a whole during the 2003 fiscal year, The change
in net assets for governmental acdvities was a 6.4 percem increase, while business-type activities experienced a 1.6
decrease. The increase in govermnental activiies’ net assets is attributable to a combination of facrors, inchiding a
$7 million increase in govearnmental finds’ total revenye from 2002 to 2003 and a $13 million inarease m capital
project expenditures (as shown in the governmental fund stdements) over the same period. For the 2003 fiscal year,
sovernmental activities” capital qutlays exceeded the annual depreciation of capital assets by more than $14 million,
In the case of business-type activities, revenues were largely statc from 2002 fo 2003, and allocations of
governmental resources for capital ocutays for these activities were lower than in prior years. However, both
govanmental and business-type activities have large positive net asset totals,
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The following chart summarizes expenses and related program revenues for the various governmental and business-
typo functions displayed in the financial statements. The significance of this comparison 1s that the portion of each
function’s expenses not offset by program revenues is lett to be covered by general revenues, namely taxes and other
wrrestricted sources.
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On an overall basis, the City’s total costs in 2003 were $56.4 million for governmental activities and $12.1 million
for business-type activities. The ponions not covered by program revenues, or net costs funded by taxes and other
geners] revenues, were $40.7 million for governmental acttvities and $2.8 million for business-type activities, The
public safety function (fite and police) accounts for the largest share of nct cost, with $20.6 million in excess
cxpenses over program rcevenues during 2003, The public safety portion of 1otal City activity has steadily increased
with added staffing and rising payroll and benefit costs in recent years.
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The City’s total revenue for 2003 was 378,896,710, excluding special items such as gain on sale of land and
hurmicane-related disaster assistance. This total, covering both governmental and business-type acrivities, represents
a 6.8 increase from 2002. Moere than three-fourths of this increase consisted of grants and contibutons from other
governments and arganizarians, principally for capital projects,

The Statement of Activities for 2003 categorizes the City’s revenues as cither program revenues, which are service
charges or grants and contributions for specific govemmental or business-type fimetions, and geueral revenues
which incdude most taxes and other revenue sources of a government-wide nanwe. Maijor components of program
and genezal revenuecs, together with total expenses and the resulting change in net assets, are summarized below for

the 2003 fiscal year,
CHANGXKS IN NET ASSETS
{in thousands)
Govemmental Bustness-Type
__Activities Activities Total
Program revenues: . )
Charges for services $ 8,946 $ 3,386 $ 17,332
Operating grants and contribytions 3,228 678 3,906
Capital grants and contributions 3,534 303 3,337
Geaieral revennes:
Property 1axes 5,756 . 5,756
Sales taxes 33,220 . 33,220
Utility franchise taxes 4,729 - 4,729
Riverboat gaming taxes 6,429 - 6,429
Othar general revenues, excinding special items 3,320 . 368 __3e88
Total Revenues 63,162 9,735 78,897
Total expenses 56,434 12,134 68,568
Excess before special items and ransacions 12,728 (2,399) 10,329
Special items:
Gain (loss) on sale of capital asset 497 (10) 487
Hurricane disaster assisuance 186 - 186
Transfers 1,489) . 1,489 -
Increase (decrease) in pet assets 3 11,922 $ (920) $ 1]1.002
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As Indicated by the above table and the following chart, sales raxes are the City's largest single revenue source,
.aceounting for 42 percenr of all government-wide revenue in 2003. This source exhibited nominal real growth over
the previous year, with total sales tax revenue increasing 3.3 percent compared to a 2.3 percent increase in the
Consumer Price Index from the 2002 to 2003 fiscal year. As previously notéd, grants and contributions for capital
projects accounted for most of the overall increase in government-wide revenue between these ycars. Another major
source of increased revenue was sewer service charges, for which rates were increased in mid-2002 and again in

2003 to fund re]ated debt service and system rehabilitation.
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Analysis of Fund Financial Statements

This discussion perwins to the financial statements for the various funds into which the City’s accounts are divided
o comply with legal requirements. As previously noted, the two fund classifications represented in these slatemenrs

are governmental and proprietary funds,

The City’s governmental funds had a combined fund balance of $74.819,132 al the end of the 2003 fiscal year,
represenving an increase of less than 0.5 percent from the 2002 total. In effect, this increase is entirely anributable to
a gain from sale of park property which is included in the government-wide statements as a special item. The
procceds from that sale are being used to complete construction of a new athletic complex, and to fund subsequent
maintenance costs unti) a revenue source dedicated for that purpose can be secured,

Orther notable changes in governmental fund balances included a $1.7 million decrease in the Capiral Projects Fund,
as previously accumulated resources were drawn down for construction in progress, and a $674,000 increcasc in the
Waste Water Fund (one of five non-major funds incorporaied into a single column in the basic financial statements)
resulting from increased user charge rates to accumulate resources for subsequent construction and debt service.
These actions ultimately invelve the conversion of financial assets to invesiments in capital assets, rather than
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directly charging the City’s overall financial position as measured by the net asset totals in the government-wide
statements.

The City’s proprietary funds experienced a decrease in net assets during the year, largely due to increases in claims
payments and accrnals for the Risk Management and Employee Insurance Internal Service Funds. (These funds are
not separately displayed on the government-wide statements, but are allocated primarily to governmental activity.)
Overall, the net assets of the internal service funds decreased by $1.73 million during 2003, while the four enterprise
funds decreased by a combined $377,000. Intemal charges for both of the internal service funds have been
significantly increased for 2004 in response to the claims trend.

General Fund Summary

The General Fund is the City’s principal operating fimd, accounting for over half of all revenue received by the City,
and typically over 60 percent of all governmental activities.

During the 2003 fiscal year, the General Fund expenditure budget was amended by a total of $2.7 million,
representing a 6.4 percent increase from the original adopted budget. Approximately 64 percent of the amendment
total was for public safety personnel costs, owing to a combination of staffing increases, additional overtime, and
retirement contribution rate increases in the Fire and Police Departments. An additional 13 percent of the
amendment total was re-appropriated for equipment purchases originally budgeted and obligated the previous year.
The remainder comprises a variety of items including disaster-related overtime costs, a temporary employee pay
supplement beginning December 2002, and an added debt service transfer resulting from a cooperative agreement
with the Calcasieu Parish School Board.

Actual General Fund expenditures and transfers out were nearly $2.4 million less than the final budgcted amount,
while revenues exceeded the final budget by over $900,000. As a result, the General Fund ended the year with a
$105,091 increase in fund balance, as opposed to the final budgeted reduction of nearly $3.2 million. This favorable
variance is largely due to factors such as staffing vacancies, moderation of overtime costs toward the end of the
fiscal year, and the timing of staffing increases budgeted for the Fire Department.

The General Fund’s ending balance in 2003 was $24,661.490, which represents 58 percent of total expenditures and
transfers made from the fund that year.

Capital Assets

The City’s total investment in capital assets at the end of the 2003 fiscal year was $214.2 million, net of
accumulated depreciation. Major capital acquisition and construction activity during the year included:

» Continuation of an extensive sewer System expansion and improvement program, including
commencement of construction on a new waste water treatment plant, upgrading the City’s oldest plant,
and contract awards for related transport mains. Construction in progress totaled $4.2 million at year-end
with the entire program expected to cost over $40 million.

» Continuned construction of a new athletic complex, sct to open in 2004, Cumulative expenditures for the
recreation facility totaled $3.15 million at year-end.

» Completion of various infrastructure projects (streets, bridges, storm and sanitary sewers) totaling over $7.6
million, with an additional $7.5 million in progress at year-end.

» Acquisition of four new fire pumper and ladder trucks at a total cost of over $2.2 million. The City also
initiated a program to construct three new and replacement fire stations during 2004 at an estimated cost of
$3.8 million.

The City has carried out an aggressive capital improvement program funded by the addition of riverboat gaming
revenue to other tax and grant sources over the past decade. During this period, the total cost of infrastmcture
compléted has exceeded $95 million, none of which has involved debt financing.
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Components of the City’s capital assets are summarized in the following table. As previously noted, reported value
for infrastructure is limited to projects completed since 1975.

Capital Assets as of September 30, 2003
(net of depreciation, in thousands)

Governmental Business-type
Activities Activities Total
2003 2002 2003 2002 2003 2002
Land $ 11,227 § 11,371 $ 1298 % 1,298 § 12,525 § 12,669
Buildings 7,181 4,568 6,151 6,743 13,332 11,311
Improvements other
than buildings 10,412 10,805 39,313 39,378 49 725 50,183
Equipment 10,108 7,896 2,924 2,552 13,032 10,448
Infrastructure 115,996 111,742 - - 115,996 111,742
Construction in progress 7,537 2,884 2,083 2,455 9,620 35,339
Total $ 162461 $ 149266 $§ 51769 § 52426 § 214230 § 201,692
Debt Administration

As of September 30, 2003, the City had $46.9 million in long-term liabilities, compared to $17.2 million the
previous year. The major source of this increase was a $25 million loan for waste water system improvements,
funded by variable rate demand bonds issued by the Louisiana Community Development Authority (LCDA). This
loan is secured by a pledge of “lawfully available funds,” but intended to be serviced entirely from waste water
system revenue and dedicated taxes. The other major debt issue during the year was a cooperative agreement with
Calcasien Parish School Board Sales Tax District 3 for sharing of future sales tax coliections from an establishment
which relocated from the District to the City. The City’s maximum remaining liability under this agreement is
$5,885,391, which is characterized as debt by the terms of agreement since it partially secures outstanding bonds of
the District.

The remaining long-term liabilities consist of $9,735,000 of outstanding Refunding Bonds issued in 1998 for fire
and police pension obligations, a maximum of $2,736,270 payable from future sales tax revenues under a sales tax
increment financing agreement for the Prien Lake Mall expansion project, and a total of $3,572,915 for long-term
claim and benefit liabilities.

The City has no outstanding general obligation debt to which a bond rating ¢an be assigned. The outstanding bond

issues (LCDA loan and 1998 Refunding Bonds) are insured and therefore rated “AAA”™ by Standard and Poor.
Statutory debt limits are not applicable to any of the City’s current outstanding debt.

Future Budget and Economic Outiook

The current reported unemployment rate for the local labor market area i1s 5 percent, which compares favorably to
state and national rates. However, the state’s most recent statistical report indicates that the local labor market
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experienced a net loss of 2,700 non-farm payroll jobs during 2003, the most adverse performance of any
metropolitan arca in the state. Despite this trend, other indicators of local economic activity remain relatively
favorable, at least in the short term.  These include construction permits, City sales tax and license revenues, and
business-type activities such as water sales.

The City adopted a 2004 General Fund budget which uses $1.99 million of its previously accumulated fund balance
to cover the difference between budgeted expenditures and projected revenues. Past experience and current trends
mndicate that actual results will be more favorable, but that some use of fund balance for current operation will
nevertheless occur for the first time since 1986. Major factors contributing to rising operating costs are collective
bargaining agreements ratified during the current year, increasing employer contribution rates to all of the statewide
retirement systems in which the City participates, the general escalating trend of health benefit costs, and previously
noted fire and police staffing inareases. If continued, the retirement and health benefit cost trends will have
increasingly severe budgetary impact in future years. If necessary, the accumulated General Fund balance will
afford the City time to adjust for such impacts with 2 minimum of service disruption.

Requests for Information

This report is intended to provide interested partics with a general overview of the finances of the City of Lake
Charles. Questions or requests for further financial information should be addressed to the Director of Finance, City
of Lake Charles, P. O. Box 3706, Lake Charles, Louisiana 70602,
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CITY OF LAKE CHARLES, LOUISIANA

Statement of Net Assets
September 30, 2003

Primary Government

Govermmental

Business-Type Component
ASSETS Activities Activities Total Units

Cash and cash equivalents $ 6,322472 $ 697,555 $ 7,020,027 $ 388,781

Investments 72,914,307 5,243,324 78,157,631 “

Receivables (net of allowance for uncollectables) 10,467,072 993,194 11,460,266 119,666

Internal balances 502,243 (502,243) - -

Inventories 182,217 217 411 399,628 -
Prepaids 721,315 5,254 726,569 -

Restricted assets:
Cash and cash equivalents - 416,729 416,729 57,600
Capital assets (net of accumulated depreciation)

Land 11,226,969 1,297.683 12,524,652 -

Building 7,181,081 6,150 911 13,331,992 -

Improvements other than buildings 10,411,668 39312,704 49,724 372 -

Equipment 10,107,726 2,924,305 13,032,031 45,798

Infrastructure 115,995,649 - 115,995,649 -

Construction in progress 7,537,568 2,083,287 9,620,855 -

Total assets __253,570.287 58,840,114 312.410.401 611,845
LIABILITIES

Accounts payable and other current liabilities 4,031,784 636,865 4,668,649 158,740
Internal balances - - -

Deferred revenue 28,793 - 28,793 -
Current claims payable 4,714,224 - 4,714 224 -
Liabilitics payable from restricted assets - 416,729 416,729 -

Noncurrent liabilities:
Due within one year 2,077,401 5,000 2,082 401 794
Due¢ in more than one year 44,404,806 403,637 44,808,443 -
Total liabilitics 55,257,008 1462231 56,719,239 159,534
NET ASSETS
Invested in capital assets, net of related debt 116,656,106 51,768,890 168,424 996 45,004
Resiricted for:

Capital projects 6,285,631 - 6,285,631 -

Debt service 891,213 - 891,273 -

Other purpose - Waste Water 3,436,420 - 3,436,420 -

Unrestricted 71,043,&_1?_ 5,608,993 76,652,842 407,307
Total net assets $198,313,279 $ 57377883 $ 255,691,162 $ 452311

The notes to the financial statements are an integral part of this statement.
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CITY OF LAKE CHARLES, LOUISIANA

Balance Sheet
Governmental Funds

September 30, 2003

Riverboat
ASSETS General Gaming
Cash (Note 1-G) $  3,229368 $ 4,372
Investments (Note 1-G) 18.440. 823 60,804
Receivable (net of allowance for uncollectable)
Accounts (Note 1-1) 3,898,309 643,958
Special Assessments - -
Accrued interest 78,129 -
Intergovernmental (Note 7-C) 182,422 -
Deferred note receivable-rehabilitation loans - -
Due from other funds (Note 7-B) 300,192 -
Inventory (Note 1-J) 182,217 -
Prepaid items 59,961 _ -
Total assets $ 26971421 $ 709,134
LIABILITIES
Accounts payable $ 1.255520 $ 87,083
Contracts payable - -
Escrow 91,836 -
Due to other funds 870,796 -
Accrued leave benefits payable (Notel-L) 56,979 -
Deferred revenues - -
Deferred revenues-rehabilitation loans - -
Other liabilities 34,800 -
Total liabilitics 2.309.931 87.083
FUND BALANCES
Reserved for inventory 182,217 -
Reserved for prepaid items (Notel-K) 59,961 -
Reserved for encumbrances (Note 1-F) 382,695 -
Reserved for debt service - -
Unreserved:
Designated for subsequent year's exp 1,991,993 354,289
Designated for capital projects - -
Undesignated 22044624 267,762
Total fund balances 24.661.490 622,051
Total liabilitics and fund balances $ 26971421 $ 709,134

The notes to the financial statements are an integral part of this statement
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Community Debt Capital Governmental
Development Service Projects Funds
$ - $ 89178 $ 943,675 $ 1112695
4,188 2,258 306 34,993,195 8,325,301
] _ 2,403,777 930,284
- 597.068 - .
. 12,173 218,151 41,663
705,652 . 23,525 29,308
11,262 - - -
- 34,075 - 171,461
- - - 1,702
$ 721,102 $ 2,990,300 $ 38.582.323 $ 10,612.414
$ 656,614 $ 71,578 $ 463,671 $ 305315
142,332 - 743,971 -
3,675 24 858 - 6,459
74 - 9417 150,590
- - - 15,646
] 477,655 287,931 -
11,262 - - -
813,957 574,091 1,504,990 478010
- - - 1,702
. - 5.067,271 -
_ 2,416,709 - .
; - - 1,682,879
; - 32,010,062 -
(92,855) - _ - 8,449,823
(92,855) 2,416,709 37,077,333 10,134,404
$ 721,102 $ 2,990,800 § 38582323 $ 10,612,414

Other

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and, therefore are not reported in the funds.

Other long-term assets are not available to pay for current-period expenditures
and, therefore are deferred in the funds.

Internal service funds are used by management to charge the costs of insurance
to individual funds. The assets and liabilities of the internal service funds are
included in governmental activities in the statement of net assets.

Long-term liabilities, including bonds payable, are not duc and payable in the
current period and therefore are not reported in the funds.

Net assets of governmental activities
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Total
Governmental
Funds
$ 5,379,288
64,082,617

7,876,328
597.068
350,116

1,540,907

11,262
505,728
182,217

61.663

$ 80587194

$ 2839781
886,303
126,828

1,030,877
72,625
765,586
11,262
34,800

3,768,062

182,217

61,663
5,449,966
2,416,709

4,029,161
32,010,062

30,669,354

74,819,132

162,451,639

748,055

6,099,008

(45.804.553)
_$ 198,313,279




CITY OF LAKE CHARLES, LOUISIANA

Statement of Revenues, Expenditures. and Changes in Fund Balances
Governmental Funds

For Fiscal Year Ended September 30, 2003

Riverboat
(eneral Gaming
Revenues:
Taxes $ 32,954865 $ 6429373
Licenses and permits 3,219,813 .
Intergovernmental 1,559,523 -
Charges for services 1,456,453 -
Fines and forfeitures 234,003 -
Miscellaneous 879,739 _ 608,697
Total revenues 42,304,446 7.038.070
Expenditures:
Current operating:
General government 2,152.558 ~
Finance 1,306,851 -
Public safety 19,970,232 -
Personnel 274,577 -
Puyblic works “ 10,475,011 -
Planning and development 1,214,640 -
Community services - -
General services 2,630,205 -
Capital projects - -
Debt service:
Principal retirement - -
Interest and fiscal charges - -
Total expenditures 38,024,074 -
Excess (deficiency) of revenues
over expenditures ) 4.280.372 7.038.070
Other financing sources (uses):
Transfers in - -
Transfers out (4,175,281) (6,675,000)
Proceeds from loan - -
Total other financing sources (uses) (4,175.281) (6,675.000)
Net change in fund balances 105,091 363,070
Fund balance at beginning of year __ 24,556,399 258981
Fund balance at end of year $ 24661490 $ 622,051

The notes to the financial statements are an integral part of this statement
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Community

Development

$

2,719,467

2,471

833,953

2,047,525

@

2,883,478

(161,540)

44,656

44,656
(116,884)

24029

$

(92.855)

2,721 938

Debt
Service

945,967

1,644,173

(1,587.252)

1,494.151

L

1,494,151
(93,101)
2,509,810

$ 2,416,709

————— e

Capital
Projects

$ 4126650

2,158,375

2,070,491

8,355,516

20,374,039

20,374,039

(12,018.523)

7,475,000

(384,000)

_3,247207_
10,338,207

(1,680,316)

__38.757.649

$ 37,077,333
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Other
Governmental

Funds

$ 4204074

1,211,495
4,575,530

801,533
10,792,632

248,628

4,246 460

3,756,893

607,014

8,858,995

1,933 637

1,367,882
(1.503,606)

(135,724)

1,797,913
8,336,491

$ 10,134,404

Total
Governmental
Funds

$ 47,714,962
5,219.813
7,648,860
6,031,983

234,003
4,419,902

71,269,523

2,152,558
1,306.851
20,218,860
274,577
14.721.471
2,050,593
3,756,893
2,630,205
23,028,578

945,967
698.206

71,784,759

(515236

10,381,689
(12,737.887)
3,247,207
891,009

375,773

74,443,359

$ 743819,132




CITY OF LAKE CHARLES, LOUISIANA
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds
To the Statement of Activities

For Fiscal Year Ended September 30, 2003

Amounts reported for governmental activities in the statement of activities
different because:

Net change in fund balances - total governmental funds $375,773

Governmental funds report capital outlays as expenditures. However,
in the statement of activities the costs of those assets is allocated
over their estimated nseful lives and reported as depreciation expense.
This is the amount by which capital outlays exceeded depreciation
in the current period. 14,636,234

The Special Revenue Fund had in increase in financial resources resulting from the
sale of land. However, in the statement of activities, only the gain on the sale is
reported. Thus, the change in net assets differs from the change in fund balance
by the cost of the capital asset sold. (144,200)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenue in the fonds.

The issnance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds
Neither transaction, however has any effect of net assets. This
amount is the net effect of these differences in the treatment of
long-term debt and related items. (2,301,240)

Internal service funds are used by management to charge the costs of
insurance to individual funds. The net expenses of certain activities of

internal service funds is reported within the governmental activities. (644,474)
Change in net assets of governemental activities $11,922.093
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CITY OF LAKE CHARLES, LOUISIANA

General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

For Fiscal Year Ended September 30, 2003

Vanance with
Final Budget
Budgeted Amounts Positive
Original Final Actual (Unfavorabie)
Revenues: T T ——
Taxes $32.052.570 $32,660,275 $32,954.865 $294 590
Licenses and permits 4,534,000 4752768 5219813 467,045
Intergovernmental 1,147,100 1,477,183 1,559,523 82.340
Charges for services 1,426.469 1,455,379 1,456,433 1,074
Fines and forfertures 258,500 229,500 234,003 4,503
Miscellancous 1,022,100 816,100 879 789 63,689
Total revenues 40,440,739 41,391,205 42.304 446 013241
Expenditures:
Current:
General government 2.133.572 2,173,494 2,132 558 20,936
Finance 1,219,577 1,300,829 1,306,851 (6,022)
Public safety 18,713,155 20,524 444 19,970,232 554212
Human Resources 282,805 281,252 274 577 6,675
Public works 11,601,383 11,915,558 10,475,011 1,440,547
Planning 1,299,864 1,330,166 1,214,640 115,526
General services 2,801,301 2,863,234 2,630,205 233,049
Total expenditures 38,051,657 40 388 997 38,024,074 2,364,923
Excess (deficiency) of rev over exp 2,389,082 1002208 4,280,372 3,278,164
Other financing sources (uses):
Operating transfers in 580,000 0 0 0
Operating transfers out (3,834,519) (4,195.172) (4,175,281) 19,891
Total other financing sources (nses) (3,254,519 (4,195,172) (4,175,281) 19,891
Net change in fund balances (865,437) (3,192,964) 105,091 3,298 055
Fund balance at beginning of year 24,556,399 24,556,399 24,556,399 0
Fund balance at end of year $23,690,962 $21,363,435 $24.661.490 $3,298,055

The notes to the financial statements are an integral part of this statement.
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CITY OF LAKE CHARLES, LOUISIANA

Riverboat Gaming Special Revenue Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

For Fiscal Year Ended September 30, 2003 .

Vanance with
Final Budget
Budgeted Amounts Positive
Original Final Actual (Unfavorable)
Revenues:
Taxes $6,075,000 $6,075,000 $6,429,373 $354 373
Miscellaneous 611,714 611,714 608,697 (3.017)
Total revenues 6,686,714 6.686.714 7.038.070 351,356
Expenditures:

Other services and charges 0 0 0 0
Total expenditures 0 _ 0 0 _ 0
Excess of revenues over expenditures 6,686,714 6.686.714 7,038,070 351,356

Other financing sources (uses):

Operating transfers out (6,675,000) (6,675,000) (6,675,000) 0
Total other financing sources (uses) (6,675,000) {6,675,000) __(6,675,000) 0
Excess (deficiency) of rev and other

sources over exp and other uses 11,714 11,714 363,070 351,356
Fund balance at beginning of year 258,981 258,981 258,981 0
Fund balance at end of year $270.695 $270,695 _$622,051 $351.356

The notes to the financial statements are an integral part of this statement
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CITY OF LAKE CHARLES, LOUISIANA

Community Development Special Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

For Fiscal Year Ended September 30, 2003

Budgeted Amounts

Original ____Final
Revenues:
Intergovernmental:
Grants - Community Development $1,288,000 $2.820,315
Grants - Housing Programs 650,529 650,529
Program mocome 0 2,125
Miscellaneous 0 . 100
Total revenues 1,938,529 3,473,069
Expenditures:
Current: |
Personal services 134,994 137.370
Contract and operational 596,548 99 423
Material and supplies 3,990 6,525
Special current 77,653 636,792
Capital outlay 1,180,000 2,047,527
Total expenditures 1,993,185 2,947,637
Excess (deficiency) of revenues
over expenditures (54,656) 525,432
Other financing sources:
Operating transfers in 54,656 54,656
Total other financing sources 54,656 54.656

Excess (deficiency) of rev and other

sources over exp and other uses 0 580,088
Fund balance at beginning of year 24,029 24,029
Fund balance at end of year $24,029 $604,117

The notes to the financial statements are an integral part of this statement.
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Actual

$2,048 240

671,227
2,314
157

2,721,938

137,360
30,304
6,522
661,767
2.047.525

2,883,478

(161,540)

44,656
44,656

(116,884)

24,029

60859

Vanance with
Final Budget

Positive

(Unfavorable)

($772,075)
20,698
189
57

(751.131)

10
69,119
3
(4,975)
2
64,159

(686,972)

(10,000)

(10,000)

(696,972)

(8696,972)



CITY OF LAKE CHARLES, LOUISIANA

Statement of Net Assets
Proprictary Funds

September 30, 2003
_Business—QE Activities-Enterprise Funds

42

Governmental
Activities -
Civic Golf Public Water Totals Intermal
Center Course Transit Utility 2003 Service Funds
ASSETS
Current asscts:
Cash $ 266881 § 150,728 § - $ 279946 $ 697555 §$§ 943184
Investments 957,756 212,927 10,290 4.062,351 5,243,324 8.831 690
Accounts receivable (net of allowance
for uncollectible) 35,142 - 606 723,532 759,280 30,102
Accrued interest receivable 2.658 333 - 28 667 31,658 61,289
Intergovernmental receivables - - 93,347 108,909 202,256 .
Due from other funds 100,000 - 82 705 - 182,703 484 201
Inventories 24,510 46, 447 - 146 454 217.411 -
Prepaid items 3.943 76 - 1,235 5.254 659,652
Total current assets 1,390.890 410,511 186,948 5,351,094 7.339.443 11,010,118
Restricted asscts:
Customer deposits - - - 416,729 416,729 -
Total restricted assets - - - 416,729 416,729 -
Capital assets:
Land - 1,065,698 - 231,985 1,297,683 -
Buses - - 1,625,615 - 1,625,615 “
Buildings and structures 20,035,083 589 262 - 570,513 21,194,858 -
Improvements 6,358,175 1,151 444 - 48425311 55,934,930 -
Construction in Progress 61,267 - - 2022020 2,083 287 -
Equipment, fumiture and fixtures 3,244,542 649110 24 891 1.554,482 5,473,025 50,668
Total capital assets 29699067 3,455 514 1,650,506 52.804 311 87,609 398 50,668
Less accumulated depreciation 17,989 208 1,115,289 500,842 16,235,169 35,840,508 41,646
Total capital assets (net of
accumlated depreciation) 11,709,859 2,340,225 1,149,664 36,569,142 51,768,890 9,022
Total assets 13,100,749 2.750,736 1,336,612 42,336,965 59 525,062 11,019,140



Golf
Course

34,239
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Civic
Center
LIABILITIES
Current liabilities :
Accounts payable 104,880
Contracts payable -
Escrow 44,973
Due to other funds 13,635
Accrued insuranc claims -
Incurred-not reported claims -
Total current liabilities 163,488
Current liabilities payable from
restricted assets:
Customer deposits payable -
Total cutrent liabilitics payable
from restricted assets -
Non-current liabilities:
Compensated absences 64,046
Accrued insurance claims-noncurrent -
Total non-current hiabilitics 64.046
Total liabilities 227.534
NET ASSETS
Invested in capital assets 27,187,587
Unrestricted (14,314.373)
Total net assets $12.873.214

2 402 879
253,598

$2.656 477

Adjustments to reflect the consolidation of internal service fund activities

related to enterprise funds

Change in net assets of business-type activities

Public Water Totals

Transit Utility 2003
111,589 284 981 535,689
- 36,103 36,103
- - 65,073
- 116,459 141,757
111,589 437,543 778,622
- 416,729 416,729
- 416,729 416,729
33,955 282,378 408,637
33,955 282,378 408,637
145,544 1,136,650 1,603,988
3,006,405 4,100,908 36,697.779
(1,815337) 37,099,407 21,223,295
$1,191,068 $41.200,315 57,921,074

(543,191)

$57.377.883

The notes to the financial statements are an integral part of this statement,
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Governmental
Activities -
Internal

Service Funds

32,715

4,389,224
325,000

4.746.939

38,732
677.652
716,384

5,463,323

9,022
5,546,795

$ 5,555,817



CITY OF LAKE CHARLES, LOUISIANA

Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

For the Fiscal Year Ended Segtember 30, 2003

Business-tme

Civie Golf
Center Course
Operating revenues: - —
Charges for services 787,487 $ 1,068287
Other 132,598 1,118
Total operating revenues 920,085 1,069,405
Operating expenscs:
Personal services 848 881 491,935
Materials and supplies 208 871 335,242
Maintepance 131,993 4,853
Heat, light and power 322 267 41,762
Transportation - .
General and administration 199 504 113,620
Claims and losses paid . -
Depreciation - 1,072,182 140,483
Total operating expenses 2,783,698 1,127,895
Operating income (loss) (1,863.613) _ (58.490)
Nonoperating revenues (expenses):
Operating grants-governmental agencies 200,000 -
Interest 16,583 4,294
Other - 571
Total nonoperating revenues 216,583 3,717
Income (loss) before operating transfers (1,647.030) (54,773)
Capital contributions and transfers:
Capital contributions
Municipality 450,000 -
State government - -
Federal government - -
Developer - -
Operating transfers in 690,417 -
Total capital contributions and transfers 1.140.,417 -
Change in net assets (506,613) (54,773)
Net assets at beginning of year 13,379,827 2,711,250
Net assets at end of year $ 12,873214 $ 2.656477

The notes to the financial statements are an integrat part of this statement.
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Public
Transit

$ 62,498
12,770
75,268

469,112
106,418
61,909

44 958
388,036

141,904
1,212,337

~(1,137,069)

678,085
770
(2,452)
676.403
(460,666)

Activities-Enterprise Funds

Water
Utilitx

$ 5,840,562
480,232
6,320,794

2,397,918
809,871
213,176
645,896

1,293,479

1,106.348
6,466 688

(145,894)

32,000

303,005

-

317,079

652,084

191,418
999,650

$ 1,191,068

65,200

65,200
(7.179)
41,207,494
$ 41200315

Adjustments to reflect the consolidation of
internal service fund activities related

to enterprise funds

Change in net assets of business-type activities

Totals
2003

$ 7,758,834
626,718
8 385,552

4,207,846
1,460,402
411,931
1,009,925
44,958
1,994 639

2,460.917
11,590,618

(3,205,066)

878.085
102,706

(10,573)
970218

(2,234,848)

482,000
303,005
63,200
1,007,496

1,857,701

(377,147)

(543,191)
§  (920,338)
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Governmental
Activities -
Internal
Service Funds

$ 6,657,192
322,267
6,979,459

366,227
5,894

2,122,412
6,710,367
4,407

9.209.307

(2,229,848)

175,481

175,481

(2,054,367)

- 866,702

866,702
(1,187,665)
6,743,482

$ 5,555.817




CITY OF LAKE CHARLES, LOUISIANA

Statement of Cash Flows
Proprietary Funds

L Fiscal Year Ended SeEtember 30, 2003

Civic
Center
Cash flows from operating activities:
Receipts from customers $ 906,376
Payments to employees (842,427)
Payments 0 suppliers (790,267)
Internal activity - payments to other funds 38,084
Net cash provided by operating activities (688.234)
Cash flow from noncapital financing activities:
Operating subsidies 690,417
Shared revenue from governmental agencies 200,000
Net cash provided by noncapital financing activities 890,417
Cash flows from capital and related financing activities:
Purchases of capital assets (443,882)
Contracts payable -
Capital contributions 450,000
Net cash provided (used for) capital and related financing activities 6,118
Cash flow from investing activities:
Purchase of investment securities (948,843)
Proceeds from sale and maturities of investment securities 587.827
Interest on investients 18,860
Net cash provided (used for) investing activities ___(342,156)
Net increase (decrease) in cash and cash equivalents (133,855)
Cash and cash equivalents at beginning of year 400,736
Cash and cash equivalents at end of year $ 266,881
Reconciliation of operating (loss) to net cash provided (used) by operating activities:
Operating income (loss) $(1,863,613)
Adjustments to reconcile operating income to net cash provided by operating activities
Depreciation expense 1,072,182
(Increasc) decrease in accounts receivable (10,973)
(Increase) decrease in due from other funds 50,000
" (Increase) decrease in inventories (352)
(Increase) decrease in prepaid items 601
Increase (Decrease) in accounts payables 44 046
Increase (Decrease) in miscellaneous pavables 32,086
Increase (Decrease) in customer deposit account -
Increase (Decrease) in compensated absences payable (294)
Increase (Decrease) in due to other funds (11,917)
Total adjustments 1,175,379
Net cash provided (used) by operating activities $ (638,234;

Noncash investing and capital activities:

Assets transferred in cost $1,617 and had accumulated depreciation of $1,617. Net loss equaled $0.
Assets retired costs $439,433 and had accumulated depreciation of $428,860. Net loss equaled $10,573.
Donated developer constructed water system extensions of $65,200 were recorded as capital contribution.
Change in the fair value of investments resulted in an unrealized gain of $6,406 at year end 2002 and

an unrealized loss of $36,837 at year end 2003.

The notes to the financial statements are an integral part of this statement.
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Golf
Course

$ 1.073.415
(494,760)
(500,664)

9,597
87,588

(85,023)

(85,023)

(301,194)
274,963
5,071

~(21,160)

(18,595)
169,323

$ 150,728

$ (58,490)

140,483
4,010

(5,922)

(33)
2,124
2.077

(6,256)
9.597

Business-type Activities - Enterprise Funds

Transit

$ 78,458
(477,346)
(701,175)

48,746

(1,051,317)

317,079
1,070,470
1,387,549

(378,756)

32,000

(346,756)

(246)
10,000

770
10,524

$(1,137,068)

141,904
3,189
48,746
3
(98,163)

(9,928)

Water
U ” !

$ 6,409,782
(2,402,738)
(3,064,487)

85,670
1,028,227

(869,567)
(5,659)

(875.226)

(5,165,937)
4,530,928
105,760

(529,249)

(376,248)
1,072,923

L ie—— 00000 e, LT T

$ 696,675

$ (145.894)

1,106,348
94,805

(29,355)
(870)
(78,993)
14,811
(18,295)
85,670

Totals
2003

§ 8468031
(4,217271)
(5,056,593)

182,097

(623,736)

1,007,496
_1,270470
2,277,966

(1,777,228)
(5.659)
482,000

(1,300,887)

(6,416,220)
5403718
130,461

(882,041)

(528.698)
1,642.982

$ 1,114 284

$(3,205,065)

2,460,917
91,031
98,746

(35,629)
(301)
(130,986)
34,163
14 811
(34,773)
83,350

e I T T T S — 1

$ 87,588

——

$(1,051,317)

$ 1,028,227

$ (623.,730)
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Governmental
Activities
Internal
Service Funds

$ 7,070,861
(366,090)
(8,181,316)

(484.297)
(1,960,842)

866,702

866,702

(14,448 861)
15,151,658
279 692
982 489

(111,651)
1,054,835

$  943.184

$ (2,229,848)

4,407
91,402
(484,201)

26,953
9,067
622,381

(907)

(96)
269,006

$ (1.960,842)



CITY OF LAKE CHARLES, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
September 30, 2003

1. Summary of Significant Accounting Policies

A,

Reporting Entity

The City of Lake Charles, Louisiana (the City) was incorporated in 1867, and operates under a
home rule charter, which became effective in 1961. The City utilizes the Mayor-Council form
of government and provides a full range of municipal services under a centralized system of
administration.

The accounting and financial reporting policies of the City conform to generally accepted
acoounting principles as applicable to governments. Such policies also conform to the
requirements of Louisiana Revised Statutes 24:517 and to the guides set forth in the Louisi

Municipal Andit and Accounting Guide, and 10 the industry audit gnide, Audit of State and

Local Governmental Units. Following is a summary of the more significant accounting policies.

‘The accompanying financial statements include all funds, which are directly controlied by the

City, and which constitute the primary government as defined for financial reporting purposes.
In accordance with generally accepted accounting principles, this report also includes
componeni units, which are legally separate from the City but considered to be fiscally
dependent on the primary government. Component units are discretely presented in this report,
are reported for periods and balance sheet dates which differ from the City's, and have been
separately audited. Further disclosures concerning such wmits are provided below.

Discretely Presented Component Units

Financial data of component umits is displayed in the Component Unit column of the Statement
of Net Assets and Statement of Activities, and is segmented for the respective units in the
Required Supplemental Information Section. The reported component units are as follows:

City Court of Lake Charles:

This entity is created by state statutes, which provide for its governance by independently
elected officials and has a jurisdictional area extending beyond the corporate limits of the City.
Although legally separate, City Court is fiscally dependent upon the government because of the
statutory requirements that the City provide and maintain the physical facilities necessary for its
operation. The relationship between the City and City Court is such that exclusion would cause
the City’s financial statements to be incomplete. Financial data reported for the City Court
component unit is from its separately audited financial statements for the fiscal year ended
December 31, 2002,

Ward Three Marshal - City Court:

The office of Ward Three Marshal, which is governed by an independently elected official, is
created in the same statutory manner as City Court and has a corresponding area of jurisdiction.
Although legally separate, the office of Ward Three Marshal is fiscally dependent upon the
government because of the statutory requirements that the City provide and maintain the
physical facilities necessary for its operation. The relationship between the Marshal and the
City is such that exclusion would cause the City’s financial statements to be incomplete.

Financial data reported for this component unit are from its separately andited financial report
for the year ended December 31, 2002. Complete financial statements of the individual
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NOTES TO FINANCIAL STATEMENTS

component umits are available from the City of Lake Charles at 326 Pujo Street, Lake Charles,
Louisiana 70601.

Government-wide and Fund Financial Statement

The government-wide financial statements (i.c., the statement of net assets and the statement of
changes in net assets) report information on all of the activities of the primary government and
its component units. For the most part, the effect of the interfund activity has been removed
from these statements. Governmental activities, which normally are supported by taxes and the
intargovernmental revenues, are reported separately from bunsiness-type activities, which rely
primarily on charges for services for support. Likewise, the primary government is reported
separately from certain legally separate component umits for which the primary government is
financially accountable.

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

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

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

Governmental 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 period 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 generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments are recorded only when payment it due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are
all considered to be susceptible to accrual so have been recognized as revenues of the current

fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the government.
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NOTES TO FINANCIAL STATEMENTS

The City of Lake Charles reporis the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. It is used to account
for all financial resources except those required 10 be accounted for in another fund.

Riverboat Gaming Special Revenue Fund ~ This fund accounts for reccipt and subsequent
expenditure or transfer of revenue from casino riverboat admissions taxes, development
contributions and related City-owned parking.

Community Development Special Revenue Fund — This fund accounts for the receipt and
subsequent expenditure of federal funds received from the Department of Housing and Urban
Development for housing and community development purposes, including related revenues
which are restricted to such purposes by grant agreements. The principal revenue source
accounted for within this fund is the Community Development Block Grant Program.

Debt Service Fund — This fund is used to account for the accumulation of resources and the

payments made for principal, interest, and related costs on long-term debt obligations of
governmental funds.

Capital Projects Fund — This fund is 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.)

The City of Lake Charles reports the following proprictary funds:

Civic Center — This fund accounts for the activities of the Lake Charles Civic Center.

Golf Course — This fund accounts for the activities of Mallard Cove Golf Course.

Transit Fund — This fund accounts for the operation of the city’s transit system.

Water Fund — This fund accounts for the operation of the city’s water system.

The City reports the following fund types:

Intemal Service Funds - Internal Service Funds are used to account for the insurance needs
provided to other departments of the City, or to other governments, on a cost reimbursement basis.

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

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this rule are payments between the government’s water fumction
and various other fimctions of the government, Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

50



NOTES TO FINANCIAL STATEMENTS

Proprictary funds distingnish operating revenues and expenses from nonoperating items, Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The intent of the governing body is
that the costs (expenses) of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges and are reported as program revenues.

Operating expenses for enterprise funds and intermnal service funds include the cost of sales and
services, administrative expenses and depreciation on capital assets. All other revenues and expenses
are reported as nonoperating revenues and expenses.

. Assets, Liabilities and Net Assets or Equity
1. Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
shart-tarm mvestments with original maturities of three months or less from the date of acquisition.

The City’s investment program is authorized and limited by state statue and city ordinances to
purchases of securities issued or guaranteed by the U.S. government and it agencies or
instrumentalities and participation in the Louisiana Asset management Pool, Inc. (LAMP). LAMP isa
non-profit corporation formed by an initiative of the State Treasurer and organized under the laws of
the State of Louisiana, which operates a local government investment pool equivalent to a money
market fund. LAMP invests in short-term instruments permitted by statute.

Investments for the government, its component units and for LAMP are reported at fair value,

2. Receivables and payables

Any residual balances ontstanding between the governmental activitics and business-type activities are
reported m the government-wide financial statements as “internal balances™.

All receivables, including those for grass cutting and demolition assessments in the governmental
funds and water and sewer charges in the enterprise funds, are shown net of an allowance for
uncollectables. The allowance for estimated uncollectible receivables is established based on historical
collection experience and other relevant circumstances.

There appears to be concentration of credit risk with regard to general accounts receivable and more
specifically accounts receivable for water and sewer user fees in the Waste Water Special Revenue
Fund and the Water Utility 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 ecomomic fluctuations, natural disaster or other calamity in this one
concenirated geographic location.

The City property taxes must be levied by December 1st of each year. Property taxes are due by
December 31st and are delinquent by January 1st. Delinquent property taxes are assessed interest at
one and one-quarter percent per month for the period of delinquency. Property owners with taxes still
delinquent by March 1st are notified by certified mail that they have twenty days to pay delinguent
property taxes. The lien date is the date in which the tax assessor files the tax roll with the Clerk of
Court, which is the same as the levy date. Sale of delinquent properties is held each year as soon as
possible after May 1st. Most taxes ar¢ collected in December, January and February.

3. Inventories and prepaid items
Inventory is valued at average cost. Inventory in the General Fund consists of materials and supplies

held for consumption, and is accounted for under the consumption method where expenditures are
recorded when the goods are used. Inventories are also held in the Enterprise funds. These consist of
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concession supplies held for sale to the public and materials held for water system maintenance and
improvements.

Payments made to vendors for services that will benefit subsequent periods are recorded as prepaid
items in both governmental-wide and fund financial statements.

4, Restricted assets

Customer deposits in the Water Enterprise Fund are classified as restricted assets on the balance sheet
because their use is limited to repayment of deposit to qualified customers or upon termination of
service.

5. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (¢.g. roads, bridges,
sidewalks and similar items), are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the government as
assets with an mtal, individual cost of more than $5,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

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

Major outlays for capital assets and improvements are capitalized as projects are constructed. All
capital assets constructed during the past 25 years have been financed on a pay-as-go basis. The City
of Lake Charles began the construction of a new sewer treatment facility during the current fiscal year
and had incurred debt to finance this project.

Property, plant and equipment of the primary government, as well as the component umits, is
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 20
Improvements other than buildings 20
Public Domain infrastructure 10 — 50
System infrastructure 10 - 50
Machinery and equipment 7

6. Compensated Absences

It is the government’s policy to permit employees to accumulate eamed but unused vacation pay
benefits. All vacation pay is accrued when incurred in the government-wide and proprietary fund
financial statements. The amount that is recorded in governmental fund statements is the amount
estimated to be paid during the first quarter of the subsequent fiscal year based on 3 years of history.

Vacation is based on the number of years service and is ecarned as follows:

First four years 10 days
Five to nine years 15 days
Ten to nineteen years 20 days
Nineteen years and over 25 days
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Sick pay is based on the number of vears service and is carried as follows:

First three years 8 hours per month
Four years and over 12 hours per month

Sick pay is not vested except at retirement, where accumulated sick pay hours up to six hundred (600)
ar¢ payable to non-civil service retirees. The termination payment liability was calculated by
developing a ratio based on historical data of sick leave paid at termination compared with sick leave
accumulated and by applying that ratio to the sick leave accumulated by the current employee
popuiation as of September 30, 2003, Current sick pay benefits are recorded in the governmental fimd
statements. This is the amount estimated to be paid during the first quarter of the subsequent fiscal
year base on three years of history. The entire estimated termination payment liability is recorded in
the government-wide and proprictary fund financial statements.

City employees may receive compensatory time off with pay in lieu of overtime pay for work in excess
of regular scheduled hours. Accumulation of unused compensatory time is limited, and any unused or
unpaid porfion is payable upon separation from employment. Compensatory time is accrued when
incurred in the government-wide and proprietary funds financial statements. An estimated current
portion of compensatory time is recorded in the governmental fund statements.

At September 30, 2003 the total Liability for accrued vacation, sick and compensatory time recorded in

the government-wide financial statements was $1,823,886. The amount recorded in the proprietary
funds equaled $408,637.

7. Long-term obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.

In the fund financial statements, governmental fund types recognize principal payments during the
current period. The face amount of debt issued is reported as other financing sources.

8. Fund equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside partics for specific purposes.
Designations of fund balance represents tentative management plans that could be subject to change.

The tund financial statements show reservations of fund balance for inventory, prepaid items,
encumbrances and debt service. There are also unreserved designations for subsequent year’s
expenditures and capital projects. All of these items are included as elements of net assets on the
government wide statement.
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2. Reconciliation of Government-wide Financial Statements

A. KExplanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets.

The governmental fund balance sheet includes a reconciliation between fund balance — total governmental
funds and net assets — governmental activities as reported in the government-wide statement of net assets.
One element of that reconciliation explains “long term liabilities, including bonds payable. are not due and
payable in the current period and therefore are not reported in the funds.” The details of this $45,804.555

difference are as follows:
L.CDA Bonds payable $25,000,000
Pension refunding bonds 9,735,000
Sales tax increment financing agreement 2,736,270
Cooperative endeavor-Sales tax Dist. No.3 5,885,391
Compensated absences 1,823,886
Police benefits guarantee 624.008

Net adjustment to reduce fund balance-total governmental
funds to arrive at net assets -governmental activities $45,804,555

B.  Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances — total governmental funds and changes in net
assets of governmental activities as reported in the government-wide statement of activities. One
clement of that reconciliation explains that “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.” The details of the $14.636.234 are as follows:

Capital outlays $22.907,125
Depreciation expense (8,103,037)
Loss on retirement of capital assets (_167.854)

Net adjustment to increase net changes in fund balances — total governmental
funds to arrive at changes in net assets of governmental activities $14,636,234

Another element of that reconciliation siates that “the issuance of long-term debt provides current
financial resources t0 governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental finds. Neither transaction, however has any
effect of net assets.” The details of this $2,301,240 are as follows:

Debt issued or incurred:
Issnance of LCDA demand bonds $(3,247,207)
Principal repayment:
Pension refunding bonds 640,000
Police benefit guarantees 79,304
Sales tax increment financing agreement 112,054
Cooperative endeavor-Sales Tax Dist No 3 114.609

Net adjustment to decrease net changes in fund balances — total governmental
Funds to arrive at changes in net assets of governmental activities $(2.301.240)
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3. Stewardship, Compliance, and Accountability

A. Budgetary information

The City annually adopts and implements an operating and capital budget in accordance with
requirements of the City Charter and applicable 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 budget adoption and budgetary control are as follows:

1.

The Mayor submits the proposed operating budget for the fiscal year commencing October 1 to
the City Council no later than August 15. This budget includes proposed expenditures and the
means of financing them.

A summary of the proposed budget and notices of public hearing are published in accordance with
statutory requirements.

The proposed budget is subject to one or more public hearings before the City Council prior to
adoption by ordinance, which must occur no later than September 15. The City Charter requires a
two-thirds vote of the City Council to amend the proposed budget submitted by the Mayor.

Expenditures are legally restricted to budgetary appropriations at the department level within the

. General Fund and at the fund level for Special Revenue Funds, which are not departmentalized.

Revisions, which alter the total expenditures of any such department or fimd, must be approved by
budget amendment ordinance adopted by the City Council at the request of the Mayor. Transfers
of budgeted amounts between expenditure objects or programs within the same department and
fund are authorized t0 be made administratively by the Director of Finance.

Formal budgetary integration is employed as a management control device during the year for the
General Fund, Special Revenue Funds, and the Capital Projects Fund, which is budgeted on a
praject basis. Formal budgetary integration is not employed in the Debt Service Funds because
effective budgetary control is alternatively achieved through the respective bond indentures and
provisions.

Budgets for the General, Special Revenue, and Capital Projects Funds are adopted on a basis
consistent with generally accepted acoounting principles (GAAP). Comparisons of budgeted and
actual results of operation are presented for the General Fund and Special Revenue Funds in the
accompanying financial statements. The (apital Projects Fund is not included in this budget and
actual comparison, as the capital budget which encompasses that fund is presented on the basis of
cumulative as opposed to annual budget amounts.

All budgetary appropriations except capital project budgets lapse at the end of cach fiscal vear.

Budgeted amounts are as originally adopted, or as amended by the City Council. The originally
adopted General Fund budget was $41,886,176. Amendments in the amount of $2,697,993
resulted in the final General Fund budget of $44,584,169 as presented in the accompanying
statements. Amendments were necessary to fund the cost of a temporary pay supplement that was
implemented in December, 2002, additional overtime expenses in the Fire and Police Department
and the inaeased retirement contributions to the Police and Municipal Employee’s Retirement
Systems.

The originally adopted amount of all Special Revenue Funds was $18,607,912. Amendments in
the amount of $2,366,910 resulted in the final total Special Revenne Fund budget of $20,974,822.
Amendments were initiated in response to grant awards and grant balance carry-overs involving
Special Revenue Funds. There was also an increase in the transfer from the Waste Water Special
Revenue Fund to the Capital Projects Fund for the sewer treatment facility.
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B. Encumbrances

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 appropriation, is
employed as an extension of formal budgetary integration in the General Fund, Special Revenue Funds,
and Capital Projects Funds

In accordance with generally accepted accounting principles, 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 Enterprise Fund construction projects, are carried forward
along with their related appropriations and are not subject to an annual cancellation and reappropriation.

C. Excess of Expenditures Over Appropriations

For the fiscal year ended September 30, 2003, expenditures exceeded appropriations in the Finance
Department of the General Fund by $6,022. This excess is attributable to the sales tax collection fee,

which is proportional to the sales tax revenue collections.

D. Deficit fund equity

The Community Development Special Revenue Fund had a deficit fund balance of $92,855 at September
30, 2003. This deficit consists of retainage payments to contractors that have been recorded as an
expenditure but will not be reimbursed until payment has been made.

E. Unfavorable Revenue Variance in Special Revenue Funds

The total intergovernmental revenue of Special Revenue Funds was $3,930,962, which was $567,050
less than the amount budgeted. This unfavorable variance is attributable to variances in grant program
revenues which are budgeted on the basis of grant awards but actmally received as expenditure
reimbursements in the Commmity Development and Grants funds. Such expenditure-driven revenue
variances in Special Revenue Funds are exempted from the budgetary notification and amendment
requirements otherwise applicable to the general and special revenue fund types under the Louisiana
Local Government Budget Act. The Recreation Fund received $300,000 from the Calcasien Parish
Police Jury that was unbudgeted.

4. Detailed Notes on ARl Funds
A. Deposits and Investments
The City maintains a cash and investment pool that is available for use by all funds. Each fund type's
portion of this pool is displayed on the combined balance sheet within "cash and investments" or
"restricted cash and investments” where applicable. In addition, investments are separately held by

several of the City's funds. Legal and contractual provisions with respect to deposits and investments
are substantially the same for all funds and fund types.
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Deposits

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 collateralized with securities held by the governmental entity or by its
agent in the name of the governmental entity.

Category 2-Collateralized with securities held by the pledging institution’s trust department or
agent in the governmental entity’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.

Demand deposits of the City are maintained under a banking agreement in which account balances are
collateralized entirely by U.S. Treasury and government agency securities held by a Federal Reserve
Bank in the City’s name (Category 1). The bank balance of such deposits at September 30, 2003 was
$10,658.624 (carrving amount $6,589,884).

The total includes restricted cash in the amount of $416,729 from customer deposits in the Water
Utility Enterprise Fund. The amounts do not include petty cash of $25,754 or $78,000 that is on
deposit with a third party for the administration of the City's insurance claims. It also does not include
a cash overdraft of $652,979 reported as accounts payable in the Community Development Special
Revenue Fund and $90,139 reported as accounts payable in the Transit Enterprise Fund.

The carrving amounts of cash deposits for component units at their respective balance sheet dates were
$335,907 for City Court and $110,474 for the Ward Three Marshal. These amounts were fully covered
by federal deposit insurance.

Investments

The City's investments are categorized below in accordance with GASB Statement No. 3 to give an
indication of the level of risk assumed at year-end. Category 1, which represents the lowest level of
risk, includes investments that are insured or registered or for which the securities are held by the City
or its agent in the City's name. Category 2 includes uninsured and unregistered investments with the
securities held by the counter party’s trust department or agent in the City's name, Category 3, which
represents the greatest level of risk according to GASB Statement No. 3, includes uninsured and

unregistered investments for which securities held by the counter party or by its trust department or
agent but not in the government’s name.

The City's investment program is authorized and limited by state stame and city ordinance to purchases
of securities issued or guaranteed by the U.S. government and its agencies or instrumentalities and
participation in the Louisiana Asset Management Pool, Inc. (LAMP). LAMP is a non-profit
corporation formed by an initiative of the State Treasurer, and organized under the laws of the State of
Louisiana which operates a local government investment pool equivalent to a money market fund.
Security investments are camried at fair value; investment in LAMP is carried at cost, which
approximates market.
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Carrying amounts at September 30, 2003 were as follows:

Camrving
Amount
U.S. Treasury and agency obligations held
by the City or the City's agent in the City's
name (Category 1) $65.320.664
Investment in Louisiana Asset Management
Pool (Uncategorized) 12.836.967
Total $78,157.631

Fair Value

$65.320.664

12.836.967

$78,157.631

The investment in Louisiana Asset Management Pool is not classified into any of the three credit risk
categories, as the City's shares in the pool are not evidenced by securities which exist in either physical
or book entry form. All other investments and deposits were maintained umder Category 1.

B. Receivables

Receivables as of vear end for the City of Lake Charles’s individual major funds and nonmajor and internal
service funds in the aggregate, including the applicable allowances for uncollectable accounts are as
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follows:
Nonmajor Total
Governmental-type | Riverboat | Community Debt Capital & Other | Governmental-
Activities General Gaming | Development i Service Projects Funds Activities
Receivables: _
Accounts $ 1053921 § 0 § 018% 0| $2,046010 | § 798 880 $ 2.950.282
Taxes 3.505,751 643.958 0 0 357.767 306.658 4.814 134
Property standards
& special assesmnt 921.680 0 0. 1,194.137 0 0 2.115.817
Interest 78.129 0 0 12,173 218,151 102.952 411.405
Intergovernmental 782,422 | 705,652 _ 23,525 29,308 1,540,907
| Deferred notes 0 0 11.262 0 0 O 11.262
| Gross receivables 5,393374 643,958 716.914 | 1,206.310 2.645.453 1.237.798 11,843 807
| Less: allowance for
uncollectable (634.514) 0 0! (597.069) 0! (145.152) (1.376,735)
Net total
| receivables $4,758.860 | $643.958 $716,914 | $609.241 | $2.645453 | $1.092646 | $10.467.072
Civic Public Total Business- Total
: Center Golf Course Transit Water Type Activities Government
| Receivables:
Accounts $35.142 $ 0 $ 606 | % 916,041 $ 951,789 $ 3,902,071
Taxes 0 0 0 0 0 4.814 134
| Property standards &
| special assessment 0 0 0 0 0 2.115.817
| Interest 2 658 333 28.667 31.658 443 063
| Intergovernmental ] 0 0 93,347 |  108.909 202,256 1,743,163
| Deferred notes 0 0 0 0 0 11.262
| Gross receivables 37,800 | 333 03.953 | 1,053,617 1,185,703 13,029,510
| Less: allowance for
' uncollectable (192 509) (192.509) (1.569,244)
| Net total receivables $11.460.266
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Intergovernmental receivables consisted of the following:
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| Governmental type activity: . |
i Calcasieu Parish Police Jury - Ward 3 Fire Protection Rebate . 3 709,366 ‘
| Calcasien Parish Police jury _ _ 77,546
| City of Sulphur o 6,000
| U.S. Customs Department 7.707 1
! Community Development Grant for year ended September 30, 2003 _ 440,380 ]
; LA Department of Treasury 23,015 i
i LA (;nmmissiun on Law Enforcement and Admin. Of Criminal :F
‘ Justice Grant for year ended September 30, 2003 — 11,621}
| Housing & Urban Development Emergency Grants . 265,272
Total Governmental-type activities . ‘ 1;540;9{}7
Business-type activity: .
Mass Transit Operating Assistance Grant ended
September 30, 2003 . . 85,548}
| LA Department of Transportation 116,708
Total Business-type activities

|
$1,743,163|

e ————

Total primary government

— e S lelll LSl
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C. Capital Assets

Capital asset activity for the fiscal year ended September 30, 2003 was as follows;

Primary Government

Governmental Activities:
‘ Asset Beginning Increases Decreases Ending Balance 1
|= Balance |
[Capital assets, not being i
idepreciated:
lLand $11,371,169 $ 0 $(144,200) $11,226,969
|
|Construction in progress 2,884,434 7,134,322 2,481 188 7,537,568|
e I I . '
being depreciated 14.255.603 7,134,322 2.625388 13:7641937

AT ita_l assets being

dq)reclated: |
| |
|Buildings | 13,244,432 3.129.396 (7.950) 16.365,378]
Improvements 24,140.776] 759,309 (41,937) 24,858,148
Machinery & Equipment 21,854,837 4.575,189 (1.928,979) 24,501,047
| Infrastructure 160,697 037 8,496,770 0 169,193 807
I Total capital assets being |
depreciated 219,937,082 16,960,664 (1,978,866) 234,918,880
|Less accumulated
depreciation for:
Buildings (8,676,696) (516,051) 7,950 (9,184,797)
Improvements (13,336,088) (1,152,329) 41,937 (14,446.480)
‘Machinery & Equipment (13,959,043) (2,195,403) 1,761,125 (14,393,321)
Infrastructure (48,954,499) (4,243,659) 0 (53,198,158)
Total accumulated
depreciation (84,926,326) (8,107,442) 1,811,012 (91,222,756))
‘Total capital assets, being
(depreciated, net 135,010,756 8,853,222 (167,854) 143,696,124
Governmental activitics
capital assets, net $149.266,359 $15,987,544

$(2,793,242)

$162,460,661

The asscts of the Internal Service Funds are included in the table for assets related 1o Governmental-
type activities. Total assets are $50,668 with accumulated depreciation of $41,646. Remaining value
of assets at September 30, 2003 equaled $9,022 and this total is included in net asset statement for the

Governmental-type activities.
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Business-tgpe activities:

Beginning

Increases Decreases Ending Balance
Balance
ital assets, no
depreciated:
Land $ 1,297,683 $ 0] § 0 $ 1,297,683
Construction in progress 2,454 887 214,015 585,615 2,083.287
Total capital assets, not
bein dqarec:lat 3,752.570 214,015 585,615 3,380,970
bein
R
Buildings 21,194 858| 0 _ 21,194 858
Improvements 54,588.970 1,345,960 0 55,934,930
Machinery & Equipment 6,697,913 840,160 (439,433) 7,098,640
Total capital assets being
depreciated 82,481,741 2,186,120 (439,433) 84,228,428
Less accumulated
depreciation for;
Buildings (14,451,912) (592,035) 0 (15,043,947)
Improvements (15,210,802) (1,411,424) 0 (16,622,226)
Machinery & Equipment (4,145,737) (457.,458) 428,860 (4,174,335)
Total accumulated
depreciation (33,808,45]) (2,460,917) 428.860 (35,840,508)
Total capital assets, being
depreciated, net 48,673,290 (274,797) (10,573) 48.387.920
Governmental activities
capital assets, net $52.425.860 $(60,782) $(596,188) $51,768.890
_Depreciation expense was charged to functions / programs of the primary government as follows:
| Governmental actvities: j
| General government $ 70882 |
Public safety 1,324 636
Public works 5,510,847
Planning and development 24,177
General services 318,796 |
Community services 853,697 |
Capital assets held by the government’s internal service fands are charges
| to the various functions based on their usage of the assets 4,407
| Total depreciation expense — governmental activities $8,107,442 |
| Business-type activities: |
Civic Center $1,072,182 |
Golf Course 140,483 |
Transit 141,904 |
Water 1,106,348
Total depreciation expense — business-type activities ~ $2,460,917
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D. Construction commitments

The City had total commitments of $13,258,042 with contractors for unfinished construction projects as of
September 30, 2003, categorized as follows:

Expended to Date
$6.409,696
3,149,282
1,496,745

Project type
Streets and storm drainage
New athletic compiex
Sanitary sewer rehabilitation
Waste water treatment facility 4,194,928
Water distribution improvements 145,771 309,692
Civic Center cooling towers 0 814,504

Total $15,396,422 $13,258,042

Approximately $1,029,000 of the remaining commitment for street and storm drainage projects and $300,000

Remaining Commitment
$5,965,980
804,814

491 780
4,871,272

for the new athletic complex will be financed from intergovernmental grants. The entire remaining
commitment for wastewater reatment facilities will be financed from bond proceeds. All other remaining
commitments are financed from existing city resources.

E. Discretely presented component units

Capital asset activity for the year ended December 31, 2002 was as follows for City Court:

: Governmental activities:

Balance
1/01/2002

Additions

Peletions

Balance
12/31/2002

quipment

$256,419

$4.207

$(200)

$260,426

Fumiture and fixtures

10,314

| Totals at historical cost

266,733

0
4,207

0
(200}

10,314 |
270,740

Less accumulated depreciation:

Equipment

(244,936)

Furniture and fixtures

(3,884)

80

(248,740)

(10,314)

Total accumulated depreciation

(255.250)

Governmental activities capital
| assets, net

$11,483

0
(3,884)

$ 323 |

0
80

(10,314)
(259,054)

$11,686 |

Capital asset activity for the year ended December 31, 2002 was as follows for City Marshal:

| Governmental activities:

1/01/2002

Balance |

Additions

Deletions

12/31/2002

Equipment

$144,418

$11.617

$(21.331)

$134,704

Furniture and fixtures

19,292

| Totals at historical cost

163,710

0
11,617

(12,100)
(33,431)

7,192
141,896 |

| Less accumulated depreciation:

Equipment

(109,341)

(13,002)

21,331

(101,012)

Fumiture and fixtures

Total accumulated depreciation

Governmental activities capital
assets, net

(18,730)
(128,071)

$35,639
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3 0 $34,113
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E. Interfund receivables, payables and transfers
The composition of interfund balances as of September 30, 2003 is as follows:

Dueto/ from other funds: . __ -
General Fund Commmity Development $ 74
Non-major Waste Water Fund 87,094
Non-major Grant Fund 61,850 |
Capital Project Fund 9,417
Civic Center Fund 13.635
Golf Course Fund 11,663
WaterFund 116,459
Debt Service Fund General Fund | 34,075
Civic Center Fund . GengralFund 100,000
Public Transit Fund General Fund 82,705
Risk Management Fund General Fund 351,354
Non-major Grant Fund 1,646
Employee Insurance Fund General Fund 131,201
Nonmajor Recreation Fund General Fund 166,767
Nonmajor Grant Fund General Fund 4,694
— — $1,172,634 |
Transfers in
Community Debt Capital Nonmajor Internat
Development |  Service Projects | Governmental | Enterprise | Service Total
Transfer
| out:
| General $44.656 | $1,390,545 | $ 0 $1,117,882 | $1,139.496 | $482,702 $ 4,175,281
Riverboat 0 01 6,075,000 250,000 350,000 0 6,675,000
| Non-major
Governmental 0 103,606 | 1,400,000 0 0 0 1,503,606
| Capital 0 0 0 0 0| 384,000 384,000
| Total $44.656 | $1,494,151 | $7,475000 |  $1,367,882 | $1,489,496 | $866,702 | $12,737,887

G. Long-Term Debt

Bonds payable as of September 30, 2004 are comprised of the following individual issues and are entirely
related to governmental activities:

$3,600,000 Series 1998A Tax-exempt Refunding Bonds due in annunal amounts
of $370,000 in 2010 and $1,030,000 to $1.125,000 from 2011 through 2013;
interest rates at 4.55% to0 4.70% $ 3,600,000

$9,055,000  Series 1998B Taxable Refunding Bonds due in annual amounts of
£540,000 to $910,000 through 2010 and $805,000 in 2014; interest rates of
T.77%106.55% 0,135,000

$25.000.,000  Variable rate demand bonds — LCDA for construction of sewer
treatment facility due in amounts of $715,000 to $1,560,000 through 2022 and 25,000,000
$4,125,000 in 2023; interest rates was 2.6% at vear end

Total bonds payable $34,735,000
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Annual debt service requirements to maturity of the bonds are as follows:

Year Ending Governmental Activities
September 30 Principal Interest Total
| 2004 $ 1,390,000 $1,205,021 $2,595,021
2005 1,485,000 1,145,256 2,630,256
| 2006 1,560,000 1,081,621 2,641,621
2007 1,645,000 1,013,701 2,658,701

2008 1,730,000 041,771 2,671,771
2009 — 2010 3,735,000 1,646,675 5.381.675
2011 - 2015 9,400,000 2,739,630 12,139,630

2016 — 2020 6,610,000 1,463,280 8.073 280
2021 ~ 2025 7,180,000 441,740 7,621,740

Total $34,735,000 $11,678.695 $46,413,695 |

Changes in long-term liabilities

__Long-term liability activity for the year ended September 30, 2003 was as follows:

i Balance | | Balance [Due within]
‘ : 10/01/2002 Additions Reductions 9/30/2003 | one year |
Governmental activities: |
Bonds payable: | |
Variable rate demand bonds — |
LCDA $ ol $25000,000 $ 0| $25,000,000] $715,000|
i Pension refunding bonds payable 10,375,000 0 (640.000) 9,735,000 675,000
Total bonds payable 10,375,000 25,000,000 (640,000)|  34,735,000| 1,390,000|
Compensated absences | 1,961,714 50,074 (149,170)‘ 1,862,618] 3,000}
Police Benefit Guarantee | 707,222 0 (83,214)] 624,008]  94.401]
i Sales tax increment financing :r
[agreement 2,848,324/ 0 (112,054) 2.736,270|  300,000]
Cooperative endeavor-Sales Tax
Dist 3 | 0 6,000,000 (114,609) 5,885,391  290,000]
Claims and judgments 908,531 87.215 (318,094) 677,652 Of
= Long-term liabilities $16,800,791] $31,137,289 $(1,417.141)| $46,520,939($2,077,401
Business-type activities:
Compensated absences $443 410 $0 $(34,773) $408 637 $5,000

5. Other Information
A. Risk Management

As of July 1, 1986 the City became self-insured with regard to workmen's compensation, auto liability,
general liability, and a portion of police professional liability risk. The Risk Management Fund was
established as an internal service fund at that date to account for all claims, expenses and administrative
costs related to these self-insured and retained risks. The fund employs a claims adjuster to service and
estimate claim losses, and uses both in-house legal staff and outside counsel for defense of self-insured
claims. Excess risk or stop-loss coverages are used to limit retained risk where feasible, and the cost of such
coverages is also paid through the Risk Management Fund.
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As an intemnal service activity, the Risk Management Fund is a proprietary fund in which both current and
long-term liabilities for claims and losses are recognized and reported when the liability is incurred.
Financial resources are provided to the fund primarily through internal service charges that are distributed
among other departments and funds in proportion to estimated risk and prior loss experience. A portion of
the fund's accumulated resources is designated for catastrophic losses as provided by authorizing ordinance.
All remaining fund equity is reserved for subsequent workmen's compensation and liability claims on an
aggregate basis.

Total net assets at September 30, 2003 were $3,435,326. Specific ordinance authorization is required for
payment of any claim in excess of $100,000, or for any reduction or use of the amount designated for
catastrophic loses. However, all estimable claims are accrued as current or long-team liabilities when
incurred, without regard to the level of authorization required for payment.

As of May 22, 1998, the Risk Management Fund also accounts for payment of hazard insurance premiums
and third party claims administration services under a comprehensive risk limitation and insurance program
initiated on that date. Under this program, the City’s retained risk for all covered forms of loss exposure is
generally limited to 2 maximum of $250,000 per claim or loss. Within the last five years there have been no
settlements that have exceeded insurance coverage.

The City established a self-insurance program for employee health benefits as of January 1, 1993 and
accounts for this program through a separate intemal service fund. Retained eamings of that fund at
September 30, 2003 were $2,120,491. The amount of risk retained by the fund during 2003 was limited to
$100,000 per claimant through use of purchased stop-loss coverage.

Changes in the balances of claims liabilities during the past year are as follows:

| EIIIP]U}’EE i

I'- Risk MﬂIlElgﬂﬂlﬂlt Insurance Totals

‘ Unpaid claims, beginning of |

} Fiscal year 2002: $4.090,054 $890,000 $4,980,054 |

| Incurred and adjusted claims 1.679,307 3 468,006 5,147.313 |
Claim payment (1,939,866) (3,418,006) (5,357.872)

Unpaid claims, beginning of

| Fiscal vear 2003 3,829,495 940,000 4,769,495

| _— '\

| Incurred and adjusted claims 2,985,937 4,346,811 | 7,332,748

| Claim payments (2,563,556) (4,146,811) (6,710,367)

‘ Total unpaid claims,

L September 30, 2003 $4.251,876 $1,140.000 $5,391,876

B. Property Tax

—

The City levies taxes on real and business personal property located within its boundaries. Property taxes
are levied by the City on property values assessed by the Calcasieu Parish Tax Assessor and approved by
the State of Louisiana Tax Commission. The distribution of the City's levy (tax rate per $1,000 assessed
value) to its funds was as follows since fiscal year 2001:
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: General Ahmony : 6.20
Special recreation 1.91
Employee salary 5.73
Special street improvement 2.59

Totals 16.43

C. Contingencies and Commitments

The City has outstanding a number of contracts, the breach of any of which could result in a liability to the
City. The amount of the liability to the City at September 30, 2003, if any, is not estimable.

D. Other Post-employment Benefits — Police Benefit Guarantee

In connection with a 1983 merger of the former Lake Charles Police Pension and Relief Fund into the state-
administered Municipal Police Employees Retirement System (MPERS), the City contractually guaranteed
the continued availability of early retirement benefits to merged police employees with twenty or more years
of service, for transitional benefit payments to those electing to terminate employment prior to attainment of
the then-existing normal retirement age for commencement of MPERS pension benefits. As a result of
subsequent liberalization of MPERS benefits, relatively few of the eligible participants have elected to
receive the temporary City benefit prior to normal retirement under MPERS.

As of September 30, 2003, the City was paying post-employment benefits to two participants and had a
potential liability for future benefits to two remaining active employees. Total payments during the year then
ended were $79,303; the maximum liability for subsequent paymenis was established at $624,008 that is
recorded as a long-term liability. Payments are funded on a cash basis through a related debt service fund,
which is supported by periodic General Fund transfers. The balance available in the debt service fund as of
September 30, 2003 was $382,599, which represents 61 percent of the maximum future liability. Based on
prior experience, the liability ultimately resulting from future employee benefit election is likely to be
substantially less than the projected maximum.

E. Retirement Commitments

The City participates in three 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 Sysiem 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,

Municipal Emplovees' Retirement System

This system covers full-ime municipal employees who are not eligible to participate in other state-
administered defined benefit plans. Membership is generally mandatory for such employees of participating
mumicipalitics, The City of Lake Charles participates in "Plan B" of this system, in which employees are
subject to federal social security coverage. A member of Plan B may retire at any age with 30 vears of
creditable service or at age 60 with 10 years of service. Benefits vest after 10 years of service, and are
generally equal to two percent of the member's final three-year average salary times the number of years of
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creditable service. Active plan members are required to contribute 5 percent of regular earnings and the City
is required to contribute at an actuarially determined rate, which was 6.25 percent of covered payroll prior to
July 1, 2003. The City is carrently contributing 7.25 percent of covered payroll.

The City of Lake Charles contributed to Plan B of Municipal Employees Retirement System a total of
$1,315,891, $1,117,337, and $1,052,565 for the years ended September 30, 2003, 2002 and 2001
respectively, which equals the required contribution for each year.

The Municipal Employees Retirement System issues a publicly available financial report, which may be
obtained by writing to that systerm at 9737 Office Park Boulevard, Baton Rouge, LA 70809.

Municipal Police Employees' Retirement System

This system, which covers full-time police personnel in participating municipalities provides a pension
benefit of three and one-third percent of average final salary for each year of service, with normal retirement
eligibility ranging from age 55 with 12 years of service to any age with 25 years of service. Active plan
members are required to contribute 7.5 percent of covered eamings and the City is required to contribute an
actuarially determined rate, which currently is 15.25 percent of covered payroll.

The City of Lake Charles contributed a total of $944,883, $815,162 and $799,372 to the Municipal Police
Employees Retirement System for fiscal years ended September 30, 2003, 2002 and 2001 respectively, which
equals the required contributions for each year. The financial report issued by this system may be obtained
from Municipal Police Employees Retirement System, 8401 United Plaza Boulevard Suite 270, Baton Rouge,
LA 70809-7017.

Firefighters' Retirement System of the State of Louisiana

This system, which covers full-time fire department employees who are not members of other retirement
systems, has the same contribution requirements and major benefits provisions as the Municipal Police
Employees’ Retirement System described above. Employees are required to contribute 8 percent of covered
earnings, and the City is required to contribute an actuatially determined rate, which is currently 21 percent of
covered payroll. The employer contribution rate increased in variable amounts during the year from 9 percent
to the current rate of 21 percent. The procedure for determining this rate is currently in litigation.

The City of Lake Charles’ contributions to this plan were $1,095,177, $773,163 and $748,933 for the years
ended September 30, 2003, 2002 and 2001 respectively, which equals the required contributions for each
year. The financial report for this system may be obtained from Firefighters Retirement System. P.O. Box
94095, Capitol Station, Baton Rouge, LA 70804-9095.

F. Federally Assisted Grant Programs

The City participates in a number of federally assisted grant programs, with the principal grantor agencies
being the U.S. Departiment of Transportation and the Department of Housing and Urban Development. These
programs are subject to compliance audits by the grantors or their representatives and the City's compliance
with applicable grant requirements for the year ended September 30, 2003 will be established at some future
date. The amount, if any, of expenditures which may be disallowed by the granting agencies cannot be
determined at this time, although the City expects such amounts, if any, to be immaterial.

Federal and state governmental units represent an important source of supplemental funding used to finance
housing, construction programs, and other activities beneficial to the City. These funds, primarily in the form
of grants, are recorded in the General, Special Revenue, and Enterprise Funds. A grant receivable is recorded
when the City has a right to reimbursement under the related grant. The grants normally specify the purpose
for which the funds may be used and are subject to audit by the granting agency or its representative using
standards established under the Single Audit Act of 1984 and OMB Circular A-133. The compliance audit
report is not included within this report but will be issued as a separate supplementary report.
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During fiscal year 2003 the following amounts under various grants and entitlements are recorded in the
accompanying financial statements:

— e
Fund Fiscal year 2003 |

| Community Development

|
|
1‘ Grant Fund

 Transit Enterprise Fund

G. Dedication of Proceeds and Flow of Funds - Two Percent Sales and Use Tax

One Percent Sales and Use Tax:

Proceeds of the one percent sales tax levied by the City of Lake Charles (2003 collections $14,738,034; 2002
collections $14,232,232;) are collected by the General Fund and may be used for virtvally any capital or
operating needs of the City of Lake Charles. This tax levy was originally authorized in 1965, and has been
re-authorized for an additionzal 25 years from March 1, 1990,

Additional Dedicated One Percent Sales Tax:

In November, 1986, a sales tax election was held and the City of Lake Charles was authorized to collect an
additional dedicated one percent sales tax levy for a period of five years commencing January 1, 1987. This
tax has since been reauthorized for periods of five years extending through 1996 and ten years through 2006,
Proceeds of this additional one percent sales tax levied by the City of Lake Charles (2003 collections
$14,738,034; 2002 collections $14,232,233;) were deposited directly to the funds for which they are
dedicated on a percentage basis as follows:

General Fund
Public safety purposes 20%
Public works purposes 28%

Waste Water Special Revenue Fund
Waste water or sanitary sewecrage services or facilities 16%

Recreation Special Revenue Fund

Recreation 3%
Capital Project Fund
Certain types of capital improvements 28%

Additional One-Quarter Percent Sales Tax:

The voters approved an additional sales tax levy of one-quarter of one percent in January 1995 for the
purpose of increasing the pay and starting salaries of City employees. This tax levy is authorized for a period
of ten years from its effective date of April 1, 1995. In fiscal year 2002, the sales tax was recorded directly
into the funds where the payroll costs are incurred. General Fund, Waste Water and Recreation Special
Revenue Funds, Civic Center, Golf Course, Transit and Water Enterprise Funds. In fiscal year 2003 the
revenue was recorded exclusively in the General Fund. Collections for September 30, 2003 totaled
$3,680,714; 2002 collections were $3,546,610.
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H. Special item

The City of Lake Charles is located on the Gulf of Mexico and on October 1, 2002 we were threatened by
Hurricane Lili,. Although the hurricane made landfall east of Lake Charles, there were expenses incurred that
were primanly related to the overtime paid preparing and securing the City. Federal Emergency Management
Administration declared the area a disaster as a result of the hurricane and the City was reimbursed $186,125
to cover incurred costs.

I. Subseqguent Events

Various current and former fire and police employees have filed suit against the City seeking additional
supplemental pay. This litigation is in the earliest discovery stages and the City’s liability, if any, is currently
inestimable.

J. Change in Accounting Principles

The City of Lake Charles adopted the provisions of GASB Statement 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments (Statement 34) and GASB
Statement 33, Accounting and Financial Reporting for Nonexchange Transactions (Statement 33) for the
year ended September 30, 2003. Statement 34 primarily relates to presentation and disclosure
requirements. This had an impact on capital assets, the presentation of net assets and the inclusion of
management’s discussion and analysis. Concurrent with the implementation of Statement 34, the
following additional standards have been adopted. GABS Statement 37, Basic Financial Statements — and
Management’s Discussion and Analysis for State and Local Govemments: Ommibus. This statement
amends Statement 34 to either (1) clarify certain provisions or (2) modify other provisions that the GASB
believes may have unintended consequences in some circumstances, GASB 38, Certain Financial
Statement Note Disclosures modifies, establishes and rescinds certain financial statement disclosure
requirements.
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CITY OF LAKE CHARLES, LOUISIANA
Coembining Schedule of Net Assets - Component Units

City
ASSETS Marshal
Cash and cash equivalents $ 110474
Receivables (net of allowance for uncollectables) 15,522
Restricted assets:
Cash and cash equivalents -
Capital assets (net of accumulated depreciation)
Equipment 34112
Total assets 160,108
LIABILITIES
Accounts payable and other current liabilities 80,516
Noncurrent liabilities:
Due within one year 794
Total liabilities 81,310
NET ASSETS
Invested in capital assets, net of related debt 33,318
Restricted for:
Unrestricted 45,480
Total net assets $ 78,798

The notes to the financial statements are an iniegral part of this statement.
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City
Court

$ 278,307

104,144
57,600

11,686

ﬂ-

451,737

78,224

78.224

11,686

361,827

$ 373,513

September 30, 2003 o

Total

'$ 383781

119,666
57,600
45,798

611,845

158,740

794
159.534

45,004

407,307

$ 452311
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NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted
to expenditures for particular purposes.

Waste Water Fund— Accounts for the receipt and subsequent expenditure of sewer use
charges, dedicated taxes, an other current charges dedicated to operation, maintenance,
and mmprovement of the City’s sanitary sewerage system.

Grant Fund — Accounts for funds received and expended for various categorical grant
programs, including law enforcement grants and summer food service program.

Recreation Fund — Accounts for the operation and maintenance of recreational programs
and facilities other than the Civic Center and Golf Course, and for the receipt and
subsequent expendrture of dedicated taxes, user fees and other funds received for
recreational services.

Central School Fund — Accounts for receipt and subsequent expenditure of funds for
operation, maintenance and improvements of the Central School Arts and Humanities
Center.

Facility Renewal Fund - Accounts for funds transferred from other sources to provide
for long-term accumulation of funds for future maintenance and repair needs.
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CITY OF LAKE CHARLES, LOUISIANA

Waste Water Special Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For Fiscal Year Ended September 30, 2003

Revenues:
Sales tax revenue
Charges for services
Miscellaneous
Total revenues

Expenditures:
Personal services
Contractual and operational
Capital outlay
Total expendifurcs

Excess (deficiency) of rev over exp

Other financing sources (uses):
Operating transters out
Total other financmg sources (uses)

Excess (deficiency) of rev and other
sources over exp and other uses

Fund balance at beginning of vear

Fund balance at end of year

Budgeted Amounts

Original Final
$ 2,509,838 $ 2.336.000
4,234,000 4,524 000
38.000 41,000
6,781,838 6,901,000
2.083,779 2,048,670
2,325,649 2,417,396
333,000 377292
4,742,428 4 843 358
2.039410 2.057.642
_____(750.000) (1,550,000)
(750,000)  _ (1,550,000)
1,289,410 507.642
2,762,219 2,762 219

$ 4,051,629 $ 3,269,861
— ] T ——TT LT

80

Actual

$ 2,358,080
4,394,582
44,529

6,797,197

ﬂ_

2,017,031
2229429
372,930

4,619,390

2,177,807

(1,503.606)
(1,503,606)

674,201

2,762,219

_J—H—nq—.—_

$ 3436420

Vanance with
Final Budget
Positive

$ 22,086
(129,418)
3,529

(103,803)

31,639
187,967
4,362

A

223,968

—_l—-l—i,-—u-—n—nm

120,165

46,394
46,394

166,559

0

$ 166,559



CITY OF LAKE CHARLES, LOUISIANA

Grant Special Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For Fiscal Year Ended September 30, 2003

Revenues:
Intergovernmental:
Shared grants:

Federal
State
Local
Miscellaneous
Total revenues

Expenditures:
Current:
Public safety
Community services
Capital outlay :
Total expenditures

Excess of revenues over expenditures

Other financing source(uses):
Operating transfers in
Total other financing sources (uses)

Excess (deficiency) of rev and other
sources over exp and other uses

Fund balance at beginning of year

Fund balance at end of year

Budgeted
—inal

Origin

$ 177,117
853,887
20,000
1.400
1,052,404

298,257
772,197
164,600
1,235.054

(182,650)

146,785
146,785

(35.865)

401,404

$ 365,539

81

Vaniance with
Final Budget
Amounts Posifive
_Final Actual _{Unfavorable)
A 235,780 $ 37,708 $ 11,928
987,388 360,148 (127,240)
14,000 13,639 (361)
4_085 4819 734
1.031.253 916,314 (114,939)
558,918 248 628 310.290
902,698 765,866 136,832
164.600 54,133 110,467
1,626,216 1.068.627 357,589
(594.963) (152,313) 442 650
146.785 79.104 (67.681)
146,785 79,104 (67,681)
(448.178) (73,209) 374,969
401,404 401,404 -
$ (46,774) $ 328195 $ 374,969




CITY OF LAKE CHARLES, LOUISIANA

Recreation Special Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For Fiscal Year Ended September 30, 2003 .

Revenues:
Taxes
Intergovernmental
Charges for services
Miscellancous
Total revenues

Expenditures:
Personal services
Contractual and operational
Materials and supplies
Capital outlay
Total expenditures

Excess (deﬁciﬁncy) of rev over exp

Other financing sources (uses):
Operating transfers in
Total other financing sources (uses)

Excess {(deficiency) of rev and other
sources over exp and other uscs

Fund balance at beginning of year

Fund balance at end of year

Budgeted Amounts
Original Final
$1,927.482 $1.828,230
119,500 107,500
11,900 642,128
2,058,882 2,577,858
1,757,995 1,758,884
781,599 847,450
340,600 392,716
134,000 135,510
3,014,194 3,134,560
(955,.312) (556,702)
955,312 1,163,277
955312 1,163,277
. 606,575
298,177 298,177

$ 298177 $

904,752

82

Variance with
Final Budget
Positive
Actual (Unfavorable)
$1.845,988 $17 758
300,000 300,000
84 823 (22,677
648,145 6,017
2,878,956 301.098
1,719.854 39.030
790,233 57,217
357,570 35,146
126,902 3.608
2,994 559 140,001
(115,603) 441,099
1,038,778 (124,499)
1,038,778 (124,499)
923,175 316,600
298 177 0)

$ 1221352 $ 316,600




CITY OF LAKE CHARLES, LOUISIANA
Central School Special Revenue Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

For Fiscal Year Ended September 38, 2003

Vanance with
Final Budget
Budgeted Amounts Positive
Original Final Actual (Unfavorabie)
Revenues:

Charge for services $95,000 $95.000 $82.407 ($12,593)
Miscellaneous 13,200 13,200 7.283 (3.917)
Total revenues 108,200 108,200 89,690 (18,510)

Expenditures:

Materials and supplies 9. 600 5,886 5,425 461
Other services and charges 98 451 121,260 117,945 3,315
Capital Qutlay 90,000 70,905 53,049 17,856

Total expenditures 198.051 198,051 176,419 21,632

Excess of revenue over expenditures (89,851) (89,851) {(36,729) 3,122
Fund balance at beginning of year 481,594 481,594 481,594 -
Fund balance at end of year $ 391,743 $ 391 743 $ 394 865 3,122
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CITY OF LAKE CHARLES, LOUISIANA

Facility Renewal Special Revenue Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

For Fiscal Year Ended Self_l_temher 30, 2003

Variance with
Final Budget
Budgeted Amounts Positive
Original Final Actual {(Unfavorable)
Revenues:

Interest on investments $145,000 $145,000 $110.475 ($34,525)

Total revenues 145000 145,000 110,475 (34,525)
Expenditures: - - - -

Excess of revenues over expenditures 145,000 145,000 110,473 (34,525)
Other financing sources:

Operating transfers in 250,000 230,000 250,000 -
Total other financing sources 250,000 250,000 250,000 .
Excess (deficiency) of rev and

other sources over exp 395,000 395,000 360,475 (34,525)
Fund balance at beginning of vear 4,393,097 4,393 .097 4,393,097 -
Fund balance at end of year $ 4788097 $ 4,788,097 $ 4,753,572 $__(34,525)
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INTERNAL SERVICE FUNDS

Risk Management Fund - Includes coverage for general lhability, auto liability and
worker’s compensation. This fund 1s used to account for the financing of services
provided by the risk management division to other departments of the City.

Employee Insurance Fund - Provides a self-insurance program for employee health
benefits. This fund is used to account for the financing of services provided to other
departments of the City.

B7



CITY OF LAKE CHARLES, LOUISIANA

Intermat Service Funds

Combining Statement of Net Assets
September 30, 2003

ASSETS
Current assets.
Cash $£452,187
Investments 6,199,619
Recetvables:
Accounts 30,102
Accrued interest 46,997
Dhue from other funds 353,000
Prepaid expenses 659,652
Total current assets 7.741,557
Noncurrent assets:
Capital assets (at cost):
Office equipment 25,380
Vehicles 25,288
Less accomulated depreciation (41.646)
Total capital assets (net of
accumulated depreciation 9022
Total assets 7.750.579
LIABILITIES
Current hiabilities:
Accounts payable 24,645
Accrued insurance claims 3.399.224
Incurred-not reported claims 175,000
Total current liabilitics 3,598,869
Long-term liabilities:
Accrued leave benefits 38.732
Accrued insurance claims - noncurrent 677,652
Total long-term liabilities 716,384
Total liabilitics 4,315,253
NET ASSETS
Invested in capital assets 9,022
Unrestricted 3,426,304
Total net assets $ 3435326

Risk
Mana ent

Employee
Insurance

$490.997
2,632,071

14,292
131,201

3.268.561

88

3,268,561

ﬂ

8,070
990,000
150,000

1,148,070

1,148,070

2,120 491

$ 2,120491

Totals
2003

$943,184
8,831,690

30,102
61,289
484,201
659,652

ﬂm

11,010,118

25,380
25,288

(41,646)

9,022

32,715
4,389.224
325,000

4,746,939

38,732
677,652
716,384

5,463,323

9 022

5,546,795
$ 5555817




CITY OF LAKE CHARLES, LOUISIANA

Internal Service Funds

Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets

For the Fiscal Year Ended September 30, 2003

Operating revenucs:
Charges for services
Subrogation

Total operating revenues

Operating expenses.
Personal services
Materials and supplies
General and administration
Depreciation
Claims and losses paid

Total operating expenses

Opecrating income (loss)

Nonoperating revenues:
Interest

Total nonoperating revenues

Income (loss) before transfers

Operating transfer in (out)

Change in net assets

Net assets - beginning of fiscal year
Net assets - ending of fiscal year

Risk

Management

¥ 2,120,371
322,267

2,442 638

366,227
5.894
1,356,655
4,407
2,563,556

4.296.739

(1,854,101)

122,157
122,157

(1,731,944)

735,501

(996,443)

4,431,769

S 3435326

89

Employee
Insurance

$ 4,536,821

4536821

765,757

4,146,811
4,912,568

(375,747)

33,324

53,324
(322,423)
131,201
(191,222)

2,311,713

$ 2,120,491

Totals
2003

$ 6,657,192
322,267

6.979 459

366,227
3,894
2,122.412
4.407

6,710,367

9,209,307

(2,229.848)

175,481
175,481

(2,054,367)
866,702

(1,187.665)

6,743,482

3 5555817



CITY OF LAKE CHARLES, LOUISIANA

Intemnal Service Fund
Combining Statement of Cash Flows

For the Fiscal Year Ended September 30, 2003

Cash flows from operating activities:
Receipts from customers and users
Payments to employees
Payments to suppliers and claimants
Internat activity - payments to other funds

Net cash provided by operating activities

Cash flow from Noncapital Financing Activities
Operating subsidies
Net cash provided by noncapital financing activities

Cash flow from investing activities:

Purchase of investment securities

Proceeds from sale and maturities of investment securities

Interest on investments

Net cash provided (used for) investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating (loss) to net cash provided (used) by
operating activities
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation expense
{Increase) decrease in accounts receivable
(Increase) decrease in due from other funds
(Increase) decrease in prepaid items
Increase (Decrease) in accounts payables
Increase (Decrease) in accmed insurance claims
Increase (Decrease) in compensated absences payable
Increase (Decrease) m due to other funds
Total adjustments
Net cash provided by operating activities

Noncash investing, capital and financing activities:

Risk Employee
Mana@ment Insurance
$2.533,282 $4.537.579
(366,090) )
(3,468,911) (4,712,405)

(353,096) (131,201)

Totals

2603

$7,070,861

(366,090)

(8.181,316)

(484.297)

(1,654.815) (306,027) (1,960.842)

735,501 131,201
735.501 131,201
(10,513,310) (3,935,551)
11,265,608 3,886,050
209,991 69,701
962,289 20,200
42,975 (154,626)
409,212 645,623
$ 452,187 § 490,997
($1,854,101)

4,407 -
90,644 758
(353,000) (131,201)
26,953 -

8,904 163
422,381 200,000

(907) -

(96) .
199.286 69,720
($1,654.815)

Assets transferred in costs $4,405 and had accumulated depreciation of $4,405. Net loss equaled $0.
Assets retired costs $1,926 and had accumulated depreciation of $1,926. Net loss equaled $0.
Change in the fair value of investments resulted in an unrealized gain of $49,953 at yvear end 2002 and

an unrealized loss of $68,093 at year end 2003.

90

$

%

866,702
866,702

(14,448,861
15,151,658

279.692
982 439

(111,651)
1,054,835

943184

($375.747) ($2.229.,848)

4,407
91,402

(484,201)
26,953
9.067
622,381

(907)

(96)

269.006

($306,027) (31,960,842)



CAPITAL ASSETS USED IN
THE OPERATION OF
GOVERANMENTAL FUNDS
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CAPITAL ASSETS
USED IN THE OPERATION OF
GOVERNMENTAL FUNDS
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CITY OF LAKE CHARLES, LOUISIANA
Capital Assets Used in the Operation of Governmental Funds

Comparative Schedules by Source

Governmental funds capital assets

Land
Buildings

Improvements other than buildings
Machinery and Equipment

Infrastructure

Construction in progress

Total general fixed assets

2003

$ 11,226,969
16,365,878
24,858,148
24,450,379

169,193,807
7,537,568

$ 253,632,749

Property acquired prior to October 1, 1985, excluding infrastructure

Property acquired after September 30, 1985 from:

Federal grants
State grants

General fund revenues
Capital projects funds

Donations

Total investments in general fixed assets

Note: This schedule presents the capital asset balances related to governmental funds. Accordingly,
the capital assets valued at $50,668 at 9/30/2003 and $48,188 at 9/30/2002 that are reported in the

$ 25,011,938

516,988
170,000
46,334,853
160,616,029
20,982,941

_$ 253,632,749

internal service funds are excluded from the above amounts. Generally, the capital assets of
internal service funds are included as governmental activities in the statement of net assets.

G4

September 30, 2003 and 2002

2002

$ 11,371,169
13,244,432
24,140,776
21,854 837

160,648,849

2,884,434

$ 234,144 497

$ 25294497

516,988
170,000
39,713,946
147,916,125

20,532,941




CITY OF LAKE CHARLES, LOUISIANA

Capital Assets Used in the Operation of Governmental Funds
Schedule of Changes by Function and Activity

Additions

$0
1,663
48,008
49,671

13,275
14,449

194,466
9.675
3,147,394

3,379,259

General
Fixed Assets
Function and Activity 9/30/2002
GENERAL GOVERNMENT
Legislative $10,624
Executive 85,848
Judicial 217,189
Total general government 313,661
STAFF AGENCIES
Finance 228 598
Planning and development 135,242
Human Resources 28,405
Public works 2,545,723
Information Services 833,682
General government buildings 5,435,289
Total staff agencies 9,206,939
PUBLIC SAFETY
Police 6,619,172
Fire 8,872,228
Permit Center 167.000
Total public safety 15,658,400
Streets 145,844,935
Recreation 23,216,203
Community service 2,554 579
Sanitation and waste 37,349,780
_ 208,965,497
Total general fixed assets
allocated to functions $ 234 144 497

585,397
2,628,334
47,143
3,260,874

15,072,190
758,476

2,144,793
17,975,439

$ 24,665,263

Deletions

$0
(8,813)

(5,971)
(49,152)
(3,364)
(544,176)
(46,952)
(18,177)

(667,792)

(205,710)
(55,568)

(47,800)

(309,078)

(3,035,619)
(248,350)

(891,058)

(16,301)
(25,114)

(4,175,027)

$ 3,177,011

For the Fiscal Year Ended September 30, 2003

General

Fixed Assets
9/30/2003

$10,624

78.698
248 896
338,218

235,902
100,539
25,041
2,196,013
796,405
8,564,506

@

11,918,406

6,998 859
11,444,994
166343
18,610,196

157,881,506
23.726,329
2,554,579
38,603,515

————— i
222,765,929

$ 253,632,749

@.

Note: This schedule presents the capital asset balances related to governmental funds. Accordingly,

the capital assets valued at $50,668 at 9/30/2003 and $48,188 at 9/30/2002 that are reported in the

internal service funds are excluded from the above amounts. Generally, the capital assets of
internal service funds are included as governmental activities in the statement of net assets.
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