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ST. TAMMANY PARISH
DEPARTMENT OF FINANCE

P. Q. Box 628 Kevin Davis
COVINGTON, LA 70434 , _
PHONE: (085) 898-2513 Parish President

Fax: (985) 898-5238
e-mail: finance@stpgov.org

June 15, 2004

To the Members of the St. Tammany Pansh Council
Covington, Louisiana

State law requires that all general-purpose local governments publish, within six months of the close
of each fiscal year, a complete set of [inancial statements presented in conformity with gencrally
accepted accounting principles (GAAP) and audited 1n accordance with generally accepted auditing
standards by a firm of licensed certified public accountants. Pursuant to that requirement, we hereby
issue the comprehensive annual financial report of St. Tammany Parish Government for the fiscal

year ended December 31, 2003.

This report consists of management’s representations concerning the finances of St. Tammany
Parish. Consequently, management assumes full responsibility for the completeness and rehiability
of all of the information prescnted in this report. To provide a reasonable basis for making these
representations, management of St. Tammany Parish has established a comprehensive internal
control framework that is designed both to protect the Parish’s asscts from loss, theft, or misuse and
to compile sufficient reliable information for the preparation of St. Tammany Parish’s financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh
their benefits, St. Tammany Pansh’s comprehensive framework of internal controls has been
designed to provide rcasonable rather than absolute assurance that the financial statements will be
free from material misstatements. As management, we assert that, to the best of our knowledge and

belief, this financial report is complete and reliable in all matcrtal respects.

St. Tammany Panish’s financial statements have been audited by LaPorte Sehrt Romig Hand, a firm
of licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of St. Tammany Pansh for the fiscal year ended December 31,
2003, are free of material misstatements. The independent audat involved examining, on a test basts,
evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting princtples used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit,
that there was a reasonable basis for rendering an unqualified opinion that St. Tammany Parish’s
financial statements for the fiscal year ended December 31, 2003, arc fairly presented in conformity
with accounting principles generally accepted in the United States of America. The independent
auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of §t. Tammany Parish was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor agencies.
The standards governing Single Audit cngagements require the independent auditor to report not
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only on the fair presentation of the financial statements, but also on the audited government’s
internal controls and compliance with legal requirements, with special emphasis on internal controls
and legal requirements involving the administration of federal awards. These reports are presented

in the Single Audit section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal 1s designed to complement MD&A and should be read in
conjunction with it. St. Tammany Parish’s MD&A can be found immmediately following the report of

the independent auditors.

Profile of the Government

St. Tammany Parish (the Parish) was named shortly before L.ouisiana became a state in 1812 for
Tamaned, a farnous Delaware Indian chief renowned for his virtue and other saintly qualities. St.
Tammany Parish is located in southeast Louisiana and encompasses 854 square miles. It has been
ranked the fastest growing parish in the state over the past two decades, serving a population of

207,743.

St. Tammany Parish is a political subdivision of the State of Lowmsiana. The citizens of St. Tammany
approved and adopted the Home-Rule Charter establishing a “President-Council” form of
government on October 3, 1998. This Home-Rule Charter took etfect January 1, 2000. This new
form of government provides centralized services, coordinated planning and a more efficient
administration. The Parish President is the Chief Executive Officer and head of the executive
branch. The Legislative Branch of the Parish consists of 14 Parish Council members, one from each
of the 14 districts. Both the Panish President and the Parish Council members are elected by the

voters to serve four-year terms.

The Parnish provides a full range of services, including construction and maintenance of roads,
bridges and other infrastructure, animal control, public safety services such as permitting and
inspections, general governmental functions such as area planning and zoning, and environmental
services. St. Tammany Parish 1s financially accountable for thirty-four special districts (component
umts) located within the parish. These districts are comprised of fire districts, a communication
district, recreation districts, drainage districts, sewer and water districts, a mosquito abatement
district, as well as the Parish Library system and the Parish Coroner’s office. A more detailed
discussion of the entire reporting entity 1s included in Note I.A. in the Notes to the Financial

Statements.

The annual budgets, both operating and capital, serve as the foundation for the Pansh’s financial
planning and control. All departments of St. Tammany Parish are required to submit requests for
appropriation to the Finance Department by the end of July each year. The Finance Director uses
these requests as a starting point for developing the proposed budgets. The Parish President, Chief
Admimstrative Officer, and Assistant Chief Administrative Officer review the proposed budgets.
The Parish President then submits the proposed budgets to the Parish Council at least 90 days prior
to the beginming of the fiscal year. The Council is required to hold a public hearing and publish the
proposed budgets in the official journal at least 10 days prior to the hearing. The appropriated
budgets are prepared by fund and department in the general fund and the parish road maintenance
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fund. For all other funds, which do not have departments, budgets are prepared by fund. Department
heads may make transfers of appropriations within a department (or fund 1f no departments).
Transfers between departments, however, require the approval of the Parish Council. Budget-to-
actual comparisons are provided in this report for each individual governmental fund for which an
appropriated annual budget has been adopted. For the general fund and all major special revenue
funds, this comparnison is presented as part of the basic financial statements. The comparisons for
major debt service funds and major capital project funds are present as part of the Supplementary
Schedules and Reports section. For all non-major governmental funds, the companison is in the fund

financials for the fund type.
Factors Affecting Financial Condition

The information presented in the financial statements is perhaps béest understood when it is
considered from the broader perspective of the specific environment within which St. Tammany

Parish operates.

Local economy. The St. Tammany Parish economy continues to expand at a strong 3+% rate and
local indicators point to continued stability. The economy of the Parish 1s pnmarnily residential,
bringing an mflux of retail and service establishments, corporate headquarters and shopping centers.
Residents are employed in a variety of diverse industries ranging from agriculture to space age
technology. The largest single employer in the Parish 1s the St. Tammany Pansh Public School
System, followed by four health care industry employers. The largest sector 1s the retail sector
employing approximately 16,000. The Parish has 91,342 available workers, of which 87,383 are

employed.

The population is expected to continue to grow. Due to the population growth, retail sales and new
construction i1s expected to continue to increase as well. Retail sales and residential building permits
issued increased by 9% and 19.2%, respectively, as compared to the prior year. Commercial building
permits enjoyed an increase of 49.2% as compared to 2002.

Long-term financial planning. Because of a rapidly expanding population, St. Tammany Parish
has reached its infrastructure capacity level. During the coming year, the Parntsh will introduce
strategic 1nitiatives to expand roads, drainage, and environmental 1ssues. These imtiatives are based
on numerous watershed and transportation models developed over the past 18 months that allow the
Parish’ government to predict impacts of new development on Infrastructure. The Parish will
propose funding this expansion of infrastructure with impact fees. As new projects are developed,
one-time fees will be assessed and dedicated to infrastructure improvements, such as transportation

and drainage.

Cash management policies and practices. Cash temporarily idle during the year was invested in
demand deposits, time deposits, and U.S. Treasury obligations and obligations of the U.S. agencies.
The maturties of the investments range from eight months to three years, with an average maturity
of two years. The average yield on investments held at year-end was 2.35%. Investments are stated
at cost, which closely approximates market value.

Risk Management. The Parish’s comprehensive risk management program includes coverage for
property, general and automobile liability, and workers’ compensation claims, The Parish has a self-

5
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insurance program. Under this program, the Parish Risk Management Fund provides coverage for up
to $100,000 for each general and antomobile liability claim, $100,000 for each property damage
claim, and $275,000 for each workers’ compensation claim. Additionally, the Parish purchases
comumnercial insurance coverage to cover those claims that exceed the self-msurance risk. The Parish
Risk Management Fund is an Intemal Service fund. Premiums are paid into the fund by all funds
based on salaries and assets of the fund. The premiums are used to pay claims and legal expenses,
provide claim reserves, and for administration of the program.

Pension benefits. St. Tammany Parish participates in a public defined benefit pension plan.
Employer contributions are actuanally determined every fiscal year according to statatory process.
The Parish fully funds each year’s annual required contribution to the pension plan as determined by
the actuary.
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[APORTE SEHRT
ROMIG HAND

CERTIHIED PHRLEC AUCOUNTANIS

INDEPENDENT AUDITOR’S REPORT ON
FINANCIAL STATEMENTS AND SUPPORTING SCHEDULES

Members of the Parish Council
St. Tammany Parish, Louisiana

We have audited the accompanying financial statcments of the governmental activities, the
business-type activities, the aggregate discretely presented component umits, each major fund, and the
aggregate remamming fund information for St. Tammany Parish, Louisiana as of and tor the year ended
December 31, 2003, which collectively constitute the Pansh’s basic financial statements as listed tn the
accompanying table of contents, These financial statements are the responsibility of St. Tammany
Parish, Louisiana management.  Our responsibility 31s to express an opinion on these financial
statements based on our audit. We did not audit the following discretely presented component units
which represent 85%, 84%, and 89%, respectively, of the assets, nct asscts, and revenues of the
agpregate discretely presented component umits: St. Tammany Parish Commumcation District No. 1:
Fire Protection Distnct No. §:; Fire Protection District No. 3; Fire Protection District No. 4: Fire
Protection Dhstrict No. 12; Mosquito Abatement Distnict No. 2; Recreation Istrict No. 1; Sewerage
Ihstrict No. 6; Scwerage District No. 7; Water Dastrict No. 2; Gravity Dranage Distnct No. 55 St
Tammany Parish Coroner; and St. Tammany Panish Library. Those financial statements were audited by
other auditors whose reports therecon were furnished to us and our opinion herein on the financial
staterments, 1nsofar as it relates to the amounts mcluded for the discretely presented component units, is

based solely on the report of the other audrtors.

We conducted our audit in accordance with auditing standards generally accepted in the Umted
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issucd by the Comptrolicr General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit mmcludes examining, on a test basis, evidence supporting the amounts
and the disclosures in the financial statements. An audit also includes assessing the accounting
principles used and signtficant estimates made by management, as well as evaluating the overall
financial statement preseniation. We believe that our audit and the reports of other audttors provide a

reasonable basis for our opinions,

In our opinion, based on our audit and the reports of other auditors, 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 remaiming fund information of S{, Tammany Parish, Louisiana as
of December 31, 2003 and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary companson for the General fund and Major Special Revenue Funds
for the year then ended in conformity with accounting principles generally accepted in the United States

of Amernica.
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In accordance with Government Auditing Standards, we have 1ssued our report dated June 11,
2004 on our consideration of St. Tammany Parish, Lousiana’s intcrmal control over financial
reporting and on our tests of 1ts comphance with certain provisions of laws. regulations, contracts and
grants. That report 1s an integral part of an audit performed tn accordance wath Gevernmment Auditing
Standurds and should be read in conjunction with this report in constdering the results of our audit.

St. Tammany Parish, Louisiana adopted the provisions of following Governmental
Accounting Standards Board statements for fiscal year 2003: Statement Number 34, Basic Financial
Statements — and Management s Discussion and Analysis - for State and Local Governments, Statement
Number 37, Basic Financial Statements -- and Management’s Discussion and Analysis - for State and
Local Governments. Omnibus, and Statement Number 38, Certain Financial Statement Note
Disclosures, as of January 1, 2003. As required by these new standards, St. Tammany Parish,
L.ouisiana presents both government-wide financial statements and fund-level financial statements.

The management’s discussion and analysis and schedules of fundmg progress for the
Firefighter’s Retirement System of Lowsiana and the Parochial Employecs’ Retirement System of
Louistana arc not a required part of the basic financial statements of $t. Tammany Parish, Louisiana
but are supplementary information required by accounting principles generally accepted in the United
States of Amenca. We and the other auditors have applied certain hmsted procedures, which consisted
prnncipally of mquinces of management regarding the methods of measurement and presentation of the
supplementary mformation. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively constitute St. Tammany Parish, Louisiana’s basic financial statements.  The wtroductory
section, combiming and individual non-major fund financial statcments, the non-major component unit
financial statements, the budget and actual comparison schedules for major debt service funds and major
capital projects funds, the schedules in the other supplementary mformation scetion as histed i the table
of contents, and statistical tables are presented for purposes ol additional analysis and are not a required
part of the basic financial statements. The accompanying schedule of expenditures of tederal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States,” Local Governments, and Non-Profit Organizations, and 1s also not a
required part of the basic financial statements of St. Tammany Parish, Louisiana. The combimng
statements and schedules and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied by us and the other auditors in the audit of the basic financial statcments,
and, 1n our opinion, based on our audit and the reports of other auditors, are fairly stated 1n all material
respects 1n relation to the basic financial statements taken as a whole. The introductory scction and
statistical tables have not been subjected to the auditing procedures applied by us and the other auditors
in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Aty fult g s Mol

A Profcssional Accounting Corporation

June 11, 2004
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Management’s Discussion and Analysis

As management of St. Tammany Parish Government (the Parish), we offer this namrative
overview and analysis of the financial activities of St. Tammany Pansh Government for
the fiscal year ended December 31, 2003. We encourage readers to consider the
information presented here in conjunction with additional information that we have
furnished in our Letter of Transmittal, which can be found on pages 3-6 of this report.

Financial Highlights

e The assets of St. Tammany Parish exceeded its liabilities at the close of the
most recent fiscal year by $226,895,185 (net assets). Of this amount,
$47,503,703 (unrestricted net assets) may be used to meet the Parish’s
ongoing obligations to citizens and creditors.

e The Panish’s total net assets increased by $19,998,611. Parnish revenues
increased 11%, while expenditures, including capital outlay and debt service,
increased by less than 3%. The Pansh also recogmzed over two million
dollars in revenue for donated infrastructure.

o As of the close of the current fiscal year, St. Tammany Parish’s governmental
funds reported combined ending fund balances of $60,270,289, a decrease of
$2,504,276 in comparison with the prior year. Approximately two-thirds of
this total amouni, 340,127,270 constitutes unreserved fund balance, and 1s
available for spending at the Parish’s discretion subject to requirements of the
individual funds.

e At the end of the current fiscal year, unreserved fund balance for the general
fund was $4,015,089, or 42%, of total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis i1s intended to serve as an introduction to St. Tammany
Parish Government’s basic financial statements. The Parish’s basic financial statements
comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Parish’s finances, in a manner
similar to a prnivate-sector business.

The statement of net assets presents information on all of the Pansh’s assets and
habthities, with the difference between the two reported as ner assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Panish 1s improving or detenorating.

The statement of activities presents information showing how the Pansh’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving nse to the change occurs, regardless of the timing of
relatcd cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods.
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Both of the government-wide financial statements distinguish functions of the Parish that
are pnncipally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The governmental
activitics of the Parish include general government, public safety, highways and streets,
sanitation, health and welfare, culture and recreation, and economic development. The
business-type acfivities of the Parish include the management of a building and the
operations of a sewer and water facility.

The government-wide financial statements include not only the Parish itself (known as
the primary government), but also 34 legally separate organizations for which the Pansh
1s financially accountable. These component units include drainage districts, fire
protection districts, the Pansh Coroner, the Parish Library, a communication district, a
mosquito abatement district, recreation districts, sewer districts, and water districts.
Financial information for these component units is reported separately from the financial
information presented for the primary government. The government-wide financial
statements can be found on pages 25-27 of this report.

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

proprictary funds.

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

requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it 1s useful to compare the information presented for governmental
Junds with stmilar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s ncar-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes m fund balances provide a reconcihiation to facilitate this comparison between
governmental funds and governmental activities.

The Parish maintains 92 individual governmental funds. Information is presented
scparately 1 the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general fund
and the eight major governmental funds of the Parish. Data from the other 83
governmental funds are combined into a single, aggregated presentation. Individual fund
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data for each of these non-major governmental funds 1s provided in the form of
combining statements elsewhere in this report.

The Pansh adopts annual appropnated budgets, either operating or capital, for all of its
governmental funds. A budgetary comparison statement has been provided for all of
these funds to demonstrate compliance with those budgets.

The basic governmental fund financial statements can be found on pages 28-35 of this
report.

Proprietary funds. The Parish maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type
activities 1n the government-wide financial statements. The Parish uses enterpnise funds
to account for management and operations of the DHH Bulding and Cross Gates Utility,
a sewer and water utility company leased by the Parish. [uternal service funds are an
accounting device used to accumulate and allocate costs intemally among the Parish’s
various functions. The Parish uses internal service funds to account for its operations of
government buildings, public works admimstration, parish administration, archive
management, uncmployment compensation, nsk management insurance, health
insurance, post-employment health plan, post-employment leave benefit, and workers’
compensation insurance. Because all of these services predominantly benefit
governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detaill.- The propnetary fund financial statement provide
separate information for both the DHH Building and Cross Gates Utility, although only
the DHH Building is considered a major fund of the Parish. Conversely, all intemal
service funds are combined into a single, aggregated presentation in the Proprietary Fund
Financial Statements. Individual fund data for the internal service funds is provided in
the form of combining statements elsewhere in this report,

The basic Proprictary Fund Financial Statements can be found on pages 36-39 of this
report.

Component units. As stated above, the Parish is financially accountable for 34
component units, of which eight are considered major component units. The component
unit financial statements provide separate information for all eight major component
units. The twenty-six non-major component units are presented in the aggregate.
Individual component unit data for the non-major component units 1s provided 1n the
form of combining statements elsewhere 1n this report.

The basic component unit financial statements can be found on pages 40-43 of this

report.

Notes to the financial statements. The notes provide additional information that 1s
essential to a full understanding of the data provided in the government-wide and fund
financtal statements. The notes to the financial statements can be found on pages 45-75
of this report.
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Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning St.
Tammany Parish's, as well as the Parish’'s component units', progress in funding its
obligation to provide pension benefits to its employees. Required supplementary
information can be found on pages 79 and 80 of this report.

The combining statements referred to earlier in connection with non-major governmental
funds and intéemal service funds are presented along with non-major component unit
combining statements immediately following the required supplementary information on
pensions. Combining and individual fund statements 