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' CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

The Honorable Larry Permenter, Mayor
and the Members of the Board of Aldermen
Town of Blanchard, Louisiana

I have audited the accompanying financial statements of the governmental activities and business-
type activities of the Town of Blanchard, Louisiana, as of and for the year ended June 30, 2004,
which collectively comprise the Town'’s basic financial statements as listed in the tabie of contents.
These financial statements are the responsibility of the Town of Blanchard, Louisiana’s
management. My responsibility is to express an opinion on these financial statements based on my
audit.

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

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the business-type activities the Town
of Blanchard, Louisiana, as of June 30, 2004, and the respective changes in financial pasition and
cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

As described in Note 3, the Town has implemented a new financial reporting model, as required by
the provisions of GASB Statement No. 34, Basic Financial Statements—and Management's
Discussion and Analysis—for State and Local Governments, as of June 30, 2004,

In accordance with Government Auditing Standards, | have also issued my report dated October 8,
2004, on my consideration of the Town of Blanchard, Louisiana’'s internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and
grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of
my audit.

The Management’s Discussion and Analysis pages 6 through 11 and the budgetary comparison
information (Schedule 1} on page 38, are not a required part of the basic financial statements but
are supplementary information required by the Governmental Accounting Standards Board. | have
applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, | did not audit the information and express no opinion on it.



My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town's basic financial statements. The other supplemental information

schedules (Schedules 2 through 7) on pages 40 to 45 are presented for purposes of additional
analysis and are not a required part of the basic financial statements of the Town of Blanchard,

Louisiana. These supplementary schedules have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in my opinion, are fairly stated in all
material respects in relation to the basic financial statements.

JW o{p oZth— cPn

Mansfield, Louisiana
October 8, 2004
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TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

The management of the Town of Blanchard, Louisiana offers readers of the Town of Blanchard,
Louisiana's (Town) financial statements this narrative overview and analysis of the financial
activities of the Town for the fiscal year ended June 30, 2004. This management discussion and
analysis ("MD&A") is designed to provide an objective analysis of the Town’s financial activities
based on currently known facts, decisions, and conditions. It is intended to provide readers with
a broad overview of Town finances. It is also intended to provide readers with an analysis of the
Town’s short-term and long-term activities based on information presented in the financial report
and fiscal policies that have been adopted by the Town. Specifically, this section is designed to
assist the reader in focusing on significant financial issues, provide an overview of the Town’s
financial activity, identity changes in the Town's financial position (its ability to address the next
and subsequent year challenges), identify any material deviations from the financial plan (the
approved budget), and identify individual fund issues or concerns.

This is the first year the Town has presented its financial statements under the reporting model
required by the Governmental Accounting Standards Board Statement No. 34. This reporting
maodel changes the presentation of financial data, and also the manner in which the information is
recorded. We encourage readers to consider the information presented here in conjunction with
additional information presented throughout this report.

Overview of the Financial Statements

This Section is intended to serve as an introduction to the Town's financial statements. The
Town's basic financial statements consist of the government-wide financial statements, fund
financial statements, and notes to the financial statements. This report also contains other
supplementary information, which is in addition to the basic financial statements.

Government-Wide Financial Statements

Government-wide financial statements are designed by GASB Statement No. 34 to change the
way in which governmental financial statements are presented. It now provides readers with a
concise "entity-wide" Statement of Net Assets and Statement of Activities, which seek to give the
user of the financial statements a broad overview of the Town's financial position and results of
operations in a manner similar to private sector businesses.

The statement of net assets presents information on all of the Town's assets and liabilities using
the accrual basis of accounting, which is similar to the accounting used by most private sector
companies. The difference between the two is reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
Town is improving or weakening.

The statement of activities presents information which shows how the government's net assets
changed during this fiscal year. All changes in net assets are reported as soon as the underlying
event occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future periods
(e.g. uncallected taxes).

Each of these reports is broken down between governmental aclivities and business-type
activities. Governmental activities normally are those activities that are supported by taxes,
licenses, permits, fines, and intergovernmental revenues; for example the police and fire
depariments. Business-type activities are functions that are intended to support their costs
through charges for services or fees; such as the Water and Sewer Department.



TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

Government-wide Financtal Analysis

As noted earlier, net assets may, over time, serve as a useful indicator of a government's
financial position. At the close of the most recent fiscal year, the Town's assets exceeded its
liabilities by $3,408,877 (net assets); this represents a decrease of $155,847 from last fiscal year.
Of this total net asset amount, $699,491 is unrestricted net assets. The Town's net assets are
comprised of $362,416 from governmental activities and $3,046,461 from business type activities.

The following is a condensed statement of the Town of Blanchard's net assets of June 30, 2004:

STATEMENT OF NET ASSETS

06/30/04
Governmental Business-Type
Activities Activities Total

ASSETS
Cash and Cash equivalents $ 28,729 § 448,995 § 477,724
Investments 5,551 5,551
Receivables 11,632 174,096 185,728
Internal balances 2036 2,036
Restricted assets 939,574 939,574
Other assets 50 141,503 141,553
Capital assets {net) 323,581 7,255,970 7,579,551

TOTAL ASSETS 369,543 8,962 174 9,331,717
LIABILITIES
Accounts, payroll, and cther payables 11,983 82,428 94,411
Payable from restricted assets 552,103 552,103
Internal balance 2036 2,036
Bonds payable 5,274,289 5,274,289

TOTAL LIABILITIES 14,018 5,808,820 5,022,839
NET ASSETS
Invested in capital assets, net of related debt 323,581 1,751,334 2,074315
Restricted for debt service 387,471 387.471
Unrestricted 31,943 814,549 946,492

TOTAL NET ASSETS $ 355,524 § 3,053,354 % 3,408,878

By far the largest portion of the Town’s net assets ($2,074,915 or 68%) reflects its investment in
capital assets (e.g. land, buildings, machinery and equipment, Town infrastructure, etc.) less any
related debt used to acquire those assets that is still cutstanding. The Town uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the town's capital assets are reported net of related debt, it should be nated
that the resources needed to repay this debt must be provided from other sources, since capital
assets themselves cannot be used to liquidate these liabilities. The amount restricted for debt
service was $387,471 or 11% of total net assets.



TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

The remaining balance ($946,492 or 21%}) is unrestricted net assets, which may be used lo meet
the government's on-going obligations to citizens and creditors.

The Town has total outstanding bond debt of $5,504,636, which was used to finance some of the
$7,579,551 net capital assets. Total Habilities of $5,922,289 are equal to 63% of the total assets,

The Town's governmental activities decreased net assets by $63,758. This decrease is mainly
due to the booking of depreciation for the first time and a decrease in operating transfers from
Blanchard’s business-type activity.

The following is a summary of the statement of activities:

Governmental Business-Type
Activities Activities Total

Revenue
Program revenue $ 96,655 § 1,548,991 § 1,645,646
General revenue and transfers 242,683 15,715 258,398

Total revenue and transfers $ 339,338 § 1,564,706 §$ 1,904,044
Expenses
General and administrative $ 46,050 % $ 46,050
Public safety 229,486 229,486
Public works 115,734 115,734
Culture and recreation 11,826 11,826
Water and sewer 1,656,794 1,666,794

Total expenses 3 403,096 % 1,656,794 §$ 2,059,890
Increase (decrease) in net assets 3 (63,758) % (92,088) § (155,8486)
Net assets June 30, 2003 419,282 3,145,442 3,564,724
Net assets June 30, 2004 $ 355,524 § 3,053,354 § 3,408,878

Because of the change in accounting principles described in Note 3 of the Notes to the Financial
Statements, a comparison of various items included in the Statement of Activities with the
previous year amounts is not presented. In future years these amounts will be available and
comparisons presented.

Governmental Activities

The governmental activities of the Town include General Government, Public Safety, Public
Woaorks, and Cultural and Recreational. Revenues nermally associated with municipal operations,
{e.q. sales tax, property tax, franchise fees, license fees, sanitation fees, permits, fines and
operating grants) are insufficient for the funding of these activities; therefore, the town relies on
transfers of excess revenue from its enterprise funds to cover the cost of these activities.



TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

Business-Type Activities

The business-type activities of the Town are those that charge a fee to customers for the services
provided. The Town has one business-type activity, which is accounted for in the enterprise fund.
The Town uses the enterprise fund to account for the revenues and expenses related to the
provision of water and sewer services. The following is a summary of the business-type activities
of the Town:

1600000 i @ Operating
1400003 Revenue
126000
100000¢ = @ Operating
800000 £ Expenses
800000
400000 O Net .
200000 naonoperations
]

2004 2003

The reasons for fluctuations noted in the table above are as follows:
The operating revenue increased $6,843 in 2004 over 2003.

The decrease in Water and Sewer Operating Expenditures was associated with better operational
expense control.

The increase in Water and Sewer non-operating expenses over revenues was due to less grant
related income, yet the non-operating expenses were still within 1% of the prior year.

The net effect was an overall loss in the Water and Sewer.
Fund Financial Statements-Governmental Funds

The fund financial statements provide more detailed information about the Town's most
significant funds-not the Town as a whole. Funds are accounting devices that the Town uses to
keep track of specific sources of funding and spending for a particular purpose.

The Town currently only maintains one individual governmental fund type. This fund type is the
General Fund. Information is presented separately in the Governmental Funds Balance Sheet
(Statement C) and in the Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balances (Statement E) for the General Fund, which is considered to be a
major fund.

The Town adopts an annual budget for the General Fund. A Statement of Revenues,
Expenditures, and Changes in Fund Balance for the Generat Fund is presented in the Required
Supplemental Information {Part I}, which compares actual revenues and expenditures to the
original budget and amended budget figures.

Financial Analysis of the Town's Governmental Fund
The Town of Blanchard’s governmental fund (General Fund) reported an ending fund balance of

$31,943, which is a decrease of $38,124. The fund balance decreased $31,496 in 2003. If the
General Fund continues to decrease at this rate there wilt be a deficit within the next year or two.



TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

Fund Financial Statements —Proprietary Funds

The Town maintains one proprietary fund. Proprietary funds are used to report the same
functions as business-type activities. The Town uses an enterprise fund (a type of proprietary
fund) to account for its Water and Sewer Operaticns. This enterprise fund reports the same
functions presented as business-type activities in the government-wide financial statements.

Financial Analysis of the Town's Proprietary Fund

The Town's proprietary fund shows a decrease in ending net assets of $92,088. The 2004
operating income of the Water and Sewer Departments totaling $189,115 represents an increase
of $46,307 from fiscal year 2003. The decrease in ending net assets is due to less grant funds
received in 2004.

General Fund Budgetary Highlights

The major differences between the original budget and the final amended budget of the General
Fund are:

1. The increase in budgeted revenue of $13,900 is due mainly fo an increase in sales tax
revenue and rental receipts. Also a .25 increase for garbage collection was |mpIemented
Transfers-in were decreased from $19,000 to $15,000.

2. Expenditures budgeted decreased from $389,100 fo $374,766 for a difference of $14,334.
This decrease was due mainly by Blanchard Utilities paying three additional months of the
Town Clerk’s salary and by capital expenses for the police department dropping by $9,000.

Capital Asset and Debt Administration

The total investment in net capital assets as of June 30, 2004 is $ 7,610.314--3323,581 for the
general fund and $7,255,970 for the enterprise fund.

New major capital assets purchased or constructed in fiscal 2004 are:
Governmental activities:

Firearms for the Police Department $1,964

New computer and software for the Police Department $2,702

3 new dell computers and software for Water and Sewer Department $2,712
F150 truck for Water and Sewer Department $11,147

Elevated water storage tank for Water and Sewer Department $75,181
Aeration Unit for Water and Sewer Department $19,492

IPS pumps for Water and Sewer Department $5,867

Current Financial Factors

The Town of Blanchard understands the severity of our Fund Balances dropping every year.
Generation of revenue for the General Fund is limited as to the number of sources available. The
largest part of the General Fund’s income has to go before a public vote for an increase. There
will be a slight increase in Ad valorem Taxes in the next year due 10 a roll forward and property
values increasing. This should allow for an increase in revenue of approximately $10,000. Also,
the Town will be implementing a rate increase for water. The exact rate increase has not been
determined as of yet, but we are looking at a slight increase over a five year period in order to
help maintain our Fund Balance and allow for repairs and expansions as needed.

10



TOWN OF BLANCHARD, LOUISIANA
Management Discussion and Analysis
JUNE 30, 2004

Request for Information

This financial report is designed to provide a general overview of the Town of Blanchard's
finances for all with an interest in the government's operations. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to
Larry Permenter, Mayor, P. O. Box 428, Blanchard, Louisiana, 71009.
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TOWN OF BLANCHARD, LOUISIANA
STATEMENT OF NET ASSETS

ASSETS

Cash and cash equivatents
Investments

Receivables

Internal balances
Restricted assets

Other assets

Capital assets {net)

TOTAL ASSETS
LIABILITIES
Accounts, payroll, and other payables
Payable from restricted assets
Internal balance
Bonds payable
TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

TOTAL NET ASSETS

June 30, 2004

STATEMENT A

Governmental Business-Type
Activities Activities Total

$ 28,729 3 448,995 b 477,724
5551 5,551
11,6832 174,096 185,728
2,036 2,036
930,574 939,574
50 141,503 141,553
323,581 7,255,870 7,579,551
) 369,543 $ 8,862,174 $  9331,717
5 11,983 $ 82,428 3 94,411
552,103 552,103
2,036 2,036
5,274,289 5,274,289
3 14,019 % 5,908,820 $ 5,922,839
323,581 3 1,751,334 $ 2074915
387,471 387.471
31,943 914,549 946,492
5 355,524 3 3,053,354 $ 3,408,878

The accompanying notes are an integral part of this financial statement,

14
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STATEMENT C
TOWN OF BLANCHARD, LOUISIANA

BALANCE SHEET, GOVERNMENTAL FUND
June 30, 2004

General Fund

ASSETS
Cash and cash equivalents % 28,729
Investments 5,551
Receivables 44,632
Deposits 50

TOTAL ASSETS 5 45,062

LIABILITIES AND FUND BALANCE

liabilities:
Accounts, salaries, and other payables $ 11,083
Due to utility fund 2,036
Total Liabilities 14,019

Fund balance:
Unreserved, reported in:

General Fund 31,043
Total Fund Balance 31,943

TOTAL LIABILITIES AND FUND BALANCES 5 45,962

17
The accompanying hotes are an integral part of this statement.



STATEMENTD
TOWN OF BLANCHARD, LOUISIANA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS
June 30, 2004

\

Amounts reported for governmental activities in the Statement of Net Assets are different because:

Fund Balances, Total Governmental Funds, Statement C $ 31,943
Capital assets used in governmental activities are not financial resources and

therefore, are not reported in the government funds 323,581
Net Assets of Governmental Activities, Statement A $ 355,524

The accompanying notes are an integral part of this financial statement. 18



TOWN OF BLANCHARD, LOUISIANA

STATEMENT E

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUND
For the Year Ended June 30, 2004

General Fund

Revenues:

Ad valorem taxes

Sales taxes

Franchise taxes

Intergovernmental revenues
Federal grant

Licenses and permits

Charges for services

Fines and forfeitures

Use of Money and Property

Other

Total Revenues

Expenditures:
Current:
General government
Public safety: Police
Public works:
Sanitation
Street and right of ways
Buildings and grounds

Culture and recreation
Capital Outlays

Total Expenditures

Excess (Deficiency) of Ravenues over Expenditures

Other Financing Sources (Uses)
Operating transfers in

Total Other Financing Sources (Uses)

Net change in Fund Balances

Fund balances, beginning of year
Fund balances, end of year

The accompanying notes are an integral part of this statement,

57,256
64,916
37,400

1,896
53,658
75,209
19,549

395
19,226

326,514

41,989
212,720

76,518
26,568
10,017
4,982
4,666

377,460

(50,946)

12,822

12,822

(38,124)

70,067

31,043

19



TOWN OF BLANCHARD, LOUISIANA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BAL ANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2004

Amounts reported for governmental activities in the Statement of Activities are different becausa:

Net Change in Fund Balances, Total Governmental Funds, Statement E $

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. This is the amount by which capital autlays

exceeded the depreciation in the current period.

STATEMENT F

38,124

25,634

Change in Net Assets of Governmental Aclivities, Statement B 5

63,758

The accompanying notes are an integral part of this financial statement.

20



TOWN OF BLANCHARD, LOUISIANA

STATEMENT OF NET ASSETS, PROPRIETARY FUND
June 30, 2004

ASSETS

Current assets:

Cash and cash equivalents

Receivables

Due from other funds
Total current assets
Non-gurrent assets:

Restricted cash

Unamortized bond issue costs

Capital assets, net of accumulated depreciation
Total non-current assets

TOTAL ASSETS

LIABILITIES
Current liabilities:
Accounts, salaries, and other payables
Total current liabilities
Current liabilities payable from restricted assets:
Current portion of revenue bonds payable
Accrued intersst on long-term debt
Meter deposits
Total current liakilities payable from restricted assets
Noncurrent liabilities
General obligation bonds, net of unamortized discounts
Revenue bonds, net of unamortized discounts
Toltal noncurrent liabilities

TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

TOTAL NET ASSETS

The accompanying notes are an integral part of this statement.

STATEMENT G

Business-Type
Activity
Enterprise Fund

$ 448,995
174,096

2,036

625,127

939,574

141,503
7,255,970
8,337,047

$ 8,962,174

—_———

3 82,428
82,428

230,347
104,506
217,250
552,103

247,000
5,027,289
5,274,289

3 5008820
3 1,751,334
387,471
814,549

¥ 3,053,354

21



TOWN OF BLANCHARD, LOUISIANA

SCHEDULE R

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUND
For the Year Ended June 30, 2004

Operating Revenues
Charges for services:

Water saijes

Sewer service fees

Installations

Permits and fees

Other services

Total Operating Revenues

Operating Expenses
Cost of sales and services
Administration

Depreciation
Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses)
Act 14 emergency water repair funds
Ad valorem taxes
Interest earnings
Interest expense
Amortization of bond discount
Total Nonoperating Revenues {Expenses)

income Before Transfers
Transfers out

Change in Net Assets

Total net assets, beginning of year
Total net assets, end of year

The accompanying notes are an integral part of this statement.

Utility Fund

§ 1,278,324
103,558
64,245
31,062

7,303
1,484,492

780,596
128,208
386,573
1,285,377

189,115

64,499
15,744
12,793
(352,210)
(9,207)

(268,381)

(79,2686)

(12,822)
{92,088)

3,145,442
$ 3,053,354



TOWN OF BLANCHARD, LOUISIANA
PROPRIETARY FUND TYPE - ENTERPRISE FUND
Statement of Cash Flows
For the Year Ended June 30, 2004

Cash flows from operating activities:
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net cash provided (used) by operating activities
Cash flows from noncapital financing activities:
Ad valorem iaxes
Cash flows from capital and related financing activities:
Acaquisition of property, plant, and equipment
Proceeds from sale of assets
Proceeds from Act 319 state highway funds
Principal paid on revenue bonds
Bond issuance costs
Interest paid on revenue bonds
Transfer to General Fund
Net cash (used) for capital and related financing activities
Cash flows from investing activities:
Maturities of investments
interest an investments
Net cash provided (used) from (in) 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 income (loss) to net cash
provided (used} by operating activities:
Operaling income (loss)
Adjustments to reconcile operating income to net cash
provided {used) by operating activities:
Depreciation and amortization
Prior period sales tax paid
Change in assets and liabilities:
(increase) decrease in customer accounts receivable
{Increase) decrease in other accounts receivable
Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in accrued payroll taxes
Increase (decrease) in customer deposits
Net increase (decrease) in due to/from other funds
Total adjustments
Net cash provided {(used) by operating activities

Recaoncilation of balance sheet cash and cash equivalents to cash flow statement

Current assets: Cash and cash equivalent
Non-Current assets: Restricted Cash
Total cash and cash equivalents

The accompanying notes are an integral part of this statement.

STATEMENT |

Utility Fund

1,506,493
(496,534)
(363,731)

646,228

15,744

(115,122)

64,499
(214,903)

(356,190)
(11,752)

(633,468)

0
12,793

12,793

41,297

1,347,272

1,388,569

189,115

386,573

14,380

47,537
1,002

11,725

(4,104)

457,113

646,228

448,095
939,574

1,388,569
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

INTRODUCTION

The Town of Blanchard, Louisiana, {the Town) was incorporated in 1961 under the provisions of the Lawrason Act. The
Town operates under the Mayor-Board of Aldermen form of government and provides the following services as
authorized by the Act: public safety—police; sanitation; public improvemerits; cuiture and recreation; provision of water
utility and sewer services; and general services. The Town is located in the northwest Louisiana parish of Caddo and
has a population of more or less 2,050. The Town employs seventeen. The utility department serves approximately
3,500 customers,

GASB Statement No. 14, The Reporting Entity, established criteria for determining the governmental reporting entity and
component units that should be included within the reporting entity. Under provisions of this Statement, the Town is
considered a primary government, since it is a special purpose government that has a separately elected goveming
body, is legally separate, and is fiscally independent of other state or local governments. As used in GASB Statement
No. 14, fiscally independent means that the Town may, without the approval or consent of another governmental entity,
determine or madify its own budget, levy its own taxes or set rates or charges, and issue bonded debt. This report
includes all funds which are confrolled by or dependent on the Town's Executive and Legislative Branches (the Mayor
and Board of Aldermen}.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on alt of the nonfiduciary activities of the government. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmentai revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segments are offset by program revenues. ODirect expenses are those thatl 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 and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function.
Taxes and other items not included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, and proprietary funds.

B. 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
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soan 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 liabilites of the current peried. 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 is due.
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation {continued)

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Only the portion of special assessment receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current pericd. Al other revenue items are considered to be
measurable and available only when cash is received by the government.

The Town reports the following major governmental funds:

The General Fund is the Town's primary operating fund. I accounts for all financial resources of the general
government, except those required ta be accounted for in another fund

The Town reports the following major proprietary funds:

The Enterprise Fund is used for activities which are financed and operated in @ manner similar to private
business enterprise where the intent of the govemning body is that the costs (expense, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges, or where the goveming body has decided that periodic determination of revenues
eamed, expenses incurred, or net income is appropriate for capital maintenance, public policy, management
control, accountability or other purposes. The Town maintains an Enterprise Fund for water and sewer utilities.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the govermment-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 government 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. An exception to this genera! rule is other charges between the government's enterprise
operations. Elimination of this charge 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, including
special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes,

Proprietary funds distinguish 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 principal revenues of the enterprise fund are direct sales
and services, installation charges and permits and fees for use of the services, Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

When both restricted and unrestricted resources are available for use, it is the Town's policy to use restricted
resources first, then unrestricted resources as they are needed.
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
Cash and Investments

Cash includes amounts in demand deposits, interest-bearing demand deposits, and time deposits. Cash
equivalents include amounts in time deposits and these investments with original maturities of less than six
months. Under state law, the Town may deposit funds in demand deposits, interest —bearing demand deposits,
or time deposits with state banks organized under Louisiana law or any other state of the United States, or
under the laws of the United States. The Town may invest in certificates and time deposits of state banks
organized under Louisiana law and national banks having principal offices in Louisiana.

Under state law, the Town may invest in United States bonds treasury notes, or certificates. These are
classified as investments if their original maturities exceed 182 days. All investments are recorded at fair value
based on quoted market prices.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year re referred to as either "due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-cuiment portion of interfund loans). All other outstanding balances
between funds are reported as "due to/from other funds.” Any residual balances outstanding between the
governmental activities and business-type activities are reported in the govemment-wide financial statements
as “internal balances.”

Advances between funds, as reported in the fund financia! statements, are offset by a fund balance reserve
account in applicable governmental funds to indicate that they are not available for appropriation and are not
expendable avaifable financial resources

There is no allowance for doubtful accounts. All receivables in the general fund are expected to be coilected.
The water and sewer receivables are backed by customer's meter deposits. Upon nonpayment and
subsequent disconnection, the deposit is applied to any unpaid account balance with the remaining amount, if
any, refunded to the customer within a reasonable period of time. Unbilled receivables represent amounts
earned which have not yet been billed. Management anticipates that the June 30, 2004 unbilled receivables
will be substantially billed and collected in fiscal year 2005.

Property taxes are levied on a calendar year basis and become due on January 1 of each year. The following
is a summary of authorized and levied ad valorem taxes:

Authorized Levied

Millage Millage
Taxes due for:
General purposes 6.79 6.79
Sewer depreciation 1.86 1.86

Of the 1,287 taxpayers of the Town, there are two taxpayers that account for about one percent each of the
total assessment.

Proceeds of a 1% sales and use tax are dedicated to the police depariment for the purpose of maintaining and
providing police protection. Collections for the year ended June 30, 2004, are $64,916.
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued}
Restricted Assets

The Enterprise Fund, because of certain bond covenants, is required to establish and maintain prescribed
amounts of resources {consisting of cash and cash equivalents) that can be used only to service outstanding
debt. The restricted amount at June 30, 2004 for bond covenants is $722,324. The Enterprise Fund also
requires customers to place a deposit before service is rendered. These monies are restricted and held until
the customer disconnects service. At June 30, 2004, the utility deposits restricied were $217,250. Tatal
restricted cash and cash equivalents are $939,574.

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable governmental or
business-type activity column in the government-wide financial statements. Capital assets are capitalized at
historical cost. Donated assets are recorded as capital assets at their estimated fair market value at the date of
donation. The municipality maintains a threshold level of $1,000 or more for capitalizing capital assets. The
costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets
lives are not capitalized.

All capital assets, other than land, are depreciated using the straight-line method over the following useful lives:

Estimated
Water Uttility Lives
Purification Plant 50 years
Lines and Meters 10-30 years
Other Equipment 3-15 years
Sewerage Utility
Lines and Pumps 30-50 years
Other Equipment 3-4 years

Compensated Absences

The Town's liability for accrued compensated absences is considered a current liability payable from current
resources and is reported in both the govermment-wide and governmental fund financial statements. The
amounts applicable to the General Fund of $4,747 and the Enterprise Fund of $5,485 have been recorded.
The accumulated unpaid vacation expires on the employee's anniversary date of employment following the
year in which it is earned; therefore, no long-term liability exists.

Long-Term Obligations

In the government-wide financial statements, and the 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. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance
costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period, The face amount of the debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fund Equity

In the fund financial statements, govermnmental funds report reservations of fund bailance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.

Comparative Data/Reclassifications

Comparative total data for the prior year have been presented only for individual enterprise funds in the fund
financial statements in order to provide an understanding of the changes in the financial position and
operations of these funds. Also, certain amounts presented in the prior year data have been reclassified in
order to be consistent with the current year's presentation,

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America require management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues, expenditures, and expenses during the reporting period.
Actual results could differ from those estimates.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The Mayor and Town Clerk prepare a proposed budget and submit same to the Board of Aldermen no later
than fifteen days prior to the beginning of each fiscal year. The proposed budget is reviewed by the board of
alderman and made available to the public. At least ten days after publication of the call for a public hearing
the Town helds a public hearing on the proposed budget in order to receive comments from citizens. Changes
are made to the proposed budget based on the public hearing and the desires of the Board of Aldermen as a
whole. The budget is then adopted through the passage of an ordinance during the June meeting, and notice
is published in the official journal.

During the year, the Board of Aldermen receives monthly budget comparison statements, which are used as
tools to control the operations of the Town. The Town Clerk presents necessary budget amendments to the
board when she determines that actual operations are differing materially from those anticipated in the original
budget. The board in reqular session reviews the proposed amendments, makes necessary changes, and
formally adopts the amendments. The budget was amended during the year. The adoption of amendmenis is
included in the Town's minutes. The budget is established and controlled by the Mayor and the Board of
Aldermen at the functional level of expenditure. Unexpended appropriations lapse at year-end and must be
reappropriated for the following year to be expended. The Mayor and Board of Aldermen must approve all
changes in the budget. The Town does not use encumbrance accounting in its accounting system.

CHANGES IN ACCOUNTING PRINCIPLES

For the year ended June 30, 2004, the Town has implemented GASB Statement No. 34, Basic Financial
Statements and Management's Discussion and Analysis for State and Local Governments. GASB No. 34
creates new basic financial statements for reporting on the Town’s financial activities. The financial statements
now include government-wide financial statements prepared on the accrual basis of accounting, and fund
financial statements which present information for individual major funds rather than by fund type which has
been the mode of presentation in previously issued financial statements.
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

CASH AND CASH EQUIVALENTS

At June 30, 2004, the Town has cash and cash equivalents {book balances) totaling $1,417,297 as follows:

Demand deposits 5 170,789
Interest-bearing demand deposits 960,087
Time deposits 150,000
Other 136,421

Total $ 1,417,297

Per financial statements;

Cash and cash equivalents $ 477,723
Restricted cash and cash equivalents 939,574
Total cash and cash equivalents per financial statements 3 1,417,297

These deposits are stated at cost, which approximates market. Under state law, these deposits {or the
resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by
the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all
times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging
fiscal agent bank in a helding or custodial bank that is mutually acceptable to both parties.

At June 30, 2004 the Town has $1,473,423 in deposits (collected bank balances). These deposits are secured
from risk by $200,000 of federal deposit insurance and $1,223 423 of pledged securities held by the custodial
bank in the name of the fiscal agent bank (GASB Category 3). The remaining balance of $50,000 is not
secured by the pledge of securities and is a violation of state law.

Even though the pledged securities are considered uncollateralized {Category 3) under the provisions of GASB
Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to
advertise and sell the pledged securities within 10 days of being notified by the Town that the fiscal agent has
failed to pay depoesited funds upon demand.

Below is a reconciliation of the various restricted cash and cash equivalents:

Sinking fund requirements for current interest and principal payments $ 190,384
Reserve for 1966 Water Revenue Bonds 17,678
Reserve for 1997 Water Revenue Bonds 329,525
Reserve for 2000 Water Revenue Bonds 132,405
Bond Contingency funds 52,332

Total cash restricted for Retirernent of Revenue Bonds 722,324
Customer utility deposits 217,250

Totai Restricted Cash and Cash Equivalents as of June 30, 2004 $ 939,574
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

INVESTMENTS

investments are categorized into these three Categories of credit risk:

1. Insured or registered, or securities held by the Town or its agent in the Town's name

2. Uninsured and unregistered, with securities held by the counter party’s trust department or agent in
the Town’s name

3. Uninsured and unregistered, with securities held by the counter party, or by its trust department or

agent but not in the Town’s name

Fiscal year-end, the Town's investment balances were as follows:

Carrying Amount Total
Category Fair Amortized Carrying
Type of Investment 1 2 3 Value Cost Cost Amount
Certificate of Deposit $5,551 $5.551 $5,551
Total Investments $5,551 $5,551 $5,551
RECEIVABLES
The receivables of $185,728 at June 30, 2004, are as follows:
General Enterprise
Class of Receivable Fund Fund Total
Taxes:
Ad valorem $ 114 § $ 114
Sales and use 5,342 5,342
Cther 6,176 6,176
Intergovernmental - grants:
State 16,125 16,125
Local
Accounts 157,663 157,663
Other 308 308
Total $ 11632 $§ 174096 $§ 185,728
INTERFUND RECEIVABLES/PAYABLES
Interfund receivables/payables at June 30, 2004 were as follows:
Enterprise
General Fund Fund
Due fram other fund $ $ 2,038
(Due to} other fund {2,036}
Net (Due to)/Due from $ (2,036) % 2,038
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

8. CAPITAL ASSETS
Capital assets and depreciation activity as of and for the year ended June 30, 2004, for the primary government is as
foliows:
Governmental Activities: Balance Batance
June 30, 2003 Additions Deductions June 30, 2004
Capital assets, not being depreciated
Land 3 2,000 § § 3 2,000
Total capital assets, not being depreciated $ 2,000 § $ $ 2,000
Capital assets, being depreciated
Buildings & improvermnents § 357817 § 85,359 % (5,157} § 438,118
Equipment
Palice Department 216,444 4,666 {39,405) 181,705
Sanitation, Streets, & Right of Ways 24,365 (4,266) 20,099
General 28,790 (10,615) 18,175
Sewer plant for Enterprise Fund 440,746 (66,391) 374,355
Toftal capital assets, being depreicated 3 1,068,262 § 90,025 § {125,834) 3 1,032,453
Less accumulated depreciation for
Buildings & improvements 3 145,324 § 12,675 $ 3 157,999
Equipment
Police Department 138,630 14,883 153,513
Sanitation, Streets, & Right of Ways 4,087 2,743 6,830
General 18,175 18,175
Sewer plant for Enterprise Fund 374,355 374,355
Total accumulated depreciation 680,571 § 30,301 § 0 710,872
Total Capital assets being depreciated net $ 387,601 $ 321,581
Business type Activities: Balance Reclassifications/ Balance
June 30, 2003 Increases Decreases June 30, 2004
Capital assets,not being depreciated
Land $ 43,850 § $ $ 43,850
Total capital assets, not being depreicated $ 43,850 § 5 $ 43,850
Capital assets being depreciated
Buildings $ 213813 $ $ (85,359) $ 128,454
Water System 9,480,458 75,181 9,555,639
Sewer System 1,590,909 25,359 85,359 1,701,627
Fixtures & equipment 161,126 2™ 163,837
Automotive equipment 126,662 11,146 {31,106) 106,702
Total capital assets being depreciated $ 11,572,968 % 114,397 & {31,108} § 11,656,259
Less accumulated depreciation for
Buildings $ 57,487 § 5054 § {18,968) 43,573
Water System 3,212,445 307,930 3,520,375
Sewer System 606,160 54,653 18,968 679,781
Fixtures & equipment 108,423 12,496 120,919
Automotive equipment 103,813 6,440 (30,762) 79,491
Total accumulated depreciation 4,088,328 $ 386,573 § (30,762} 4,444,139
Total Capital assets being depreciated net $ 7,484,640 $ 7,212,120
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TOWN OF BLANCHARD, LOUISIANA
Notes fo the Financial Statements
As of and for the Year Ended June, 2004

CAPITAL ASSETS (Continued)

Depreciation expense of $30,301 for the year ended June 30, 2004, was charged to the following
governmental functions:

General Government 3 4,060

Public Safety 16,766

Public Works 2,631

Recreation 6,844

Total Depreciation $ 30,301
INTERFUND TRANSFERS

interfund transfers totaled $12,822 for operating transfers from the Utility Fund to the General Fund during the
year ended June 30, 2004. The Utility Fund reimburses the General Fund for general operational support

during the year.

ACCOUNTS, SALARIES, AND OTHER PAYABLES

The payables of $311,662 at June 30, 2004, are as follows:

General Enterprise
Fund Fund Total
Payroll $ 1,092 $ 2,346 $ 3,438
Payroil Taxes 3,813 3,813
Compensated Absences 4,747 5,485 10,232
Trade Accounts Payable 6,144 66,763 72,907
Other 4,021 4,021
Total $_ 11,983 $ 82,428 § 94 411

LONG-TERM OBLIGATIONS

The following is a summary of the long-term obligation transactions for the year ended June 30, 2004:

Bonded Debt
Long-term obligations at beginning of year 3 5,719,539
Additions -
Deductions {214,903}
Long-term obligations atend of year $ 5,504,636
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Finanpial Statements
As of and for the Year Ended June, 2004

LONG-TERM CBLIGATIONS (continued)

The following is a summary of the current {due in one year or less ) and the long-term (due in more than one
year) portions of long-term obligations as of June 30, 2004:
Bonded Debt

Current partion 3 230,347
Long-term portien, net unamortized discounts 5,274,289
Total 3 5,504,636

All Town bonds outstanding at June 30, 2004, for $5,539,614, are revenue bonds {or other as indicated) with
maturities from 2006 to 2027 and interest rates from 3.75% to 7.20%. Bond principal and interest payable in
the next fiscal year are $230,347 and $338,926, respectively.

The individual issues are as follows:

Original Interest Final Payment Interest to Principal
Note Issue Rate Due Maturity Outstanding  Funding Source
1866 USDA Revenue Bonds 6/9/66 3.75% £/9/08 1,115 23,458 water revenue
1997 Water Revenue Bonds 4/1/97 6.125-7.00% 31122 2,393,541 3,360,000 water revenue
1998 Water Revenue Bonds 7117/98 7.20% 411107 38,315 266,156 water revenue
2000 Water Revenue Bonds 12/14/00 7.20% 3M1/27 1,477,301 1,610,000 water revenue
2001 Certificates of Indebtedness 2/8/01 5.50% 3t 61,545 280,000 water revenue
Total outstanding bonds 5,539,614

These bonds constitute obligations of the Town solely secured by a lien on and pledge of the net revenues of
the water system. The revenue of the water system and the various special funds established by the bond
ordinances collateralizes the revenue bonds. The ordinances provide that the revenue of the system is to be
used first to pay operating and maintenance expenses of the system and second to establish and maintain the
Revenue Bond fund. Remaining revenues may then be used for any lawful purpose.

The resolutions authorizing the Water Revenue Bonds requires that the Town establish a sinking fund, reserve
funds, and a contingency fund and make monthly payments in order to satisfy payments of principal and
interest on all bonds payable. To satisfy all bond sinking fund requirements the monthly amount to be
deposited into the Sinking Fund is $47,456. There is also a $1,246 deposit required monthly to the contingency
fund. All reserve requirements for the bonds have been met. The Town has complied with all significant
financial requirements as of June 30, 2004,

The bonds are due as follows:

Principal Interest

Year Ending June 30, 2004 Payments Payments Total
2005 $ 230,347 § 338,926 $ 569,273
2006 236,856 324,113 560,969
2007 233,411 309,359 542,770
2008 215,000 294,770 508,770
2009 227,000 281,116 508,116
2010-2014 1,187,000 1,202,590 2,389,590
2015-2019 1,475,000 826,440 2,301,440
2020- 1,735,000 394,503 2,129,503

Total $ 5539614 $ 3971817 § 9,511,431
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TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

RETIREMENT SYSTEMS

Substantially all employeses of the Town of Blanchard, are members of the following statewide retirement
systems: Town Employees Retirement System of Louisiana, Town Police Employees Retirement System of
Louisiana, or Firefighters' Retirement System of 1_ouisiana {list any others). These systems are cost-sharing,
multiple-employer defined benefit pension plans administered by separate boards of trustees. Pertinent
information relative to each plan follows:

Town Police Employees Retirement System of Louisiana (System)

Plan Description. Al ful-time police department employees engaged in law enforcement are required to
participate in the System. Employees who retire at or after age 50 with at least 20 years of creditable service or
at or after age 55 with at least 12 years of creditable service are entilled to a retirement benefit, payable
monthly for life, equal to 3 1/3% of their final-average salary for each year of creditable service. Final-average
salary is the employee's average salary over the 36 consecutive or joined months that produce the highest
average. Employees who terminate with at least the amount of creditable service stated above, and do not
withdraw their employee contributions, may retire at the ages specified above and receive the benefit accrued
to their date of termination. The System also provides death and disability benefits. Benefits are established or
amended by state statute.

The System issues an annual publicly available financial report that includes financial statements and required
supplementary information for the System. That report may be obtained by writing to the Municipa! Police
Employees Retirement System of Louisiana, 8401 United Plaza Boulevard, Baton Rouge, Louisiana 70809-
2250, or by caliing (504) 929-7411.

Funding Policy. Plan members are required by state statute to contribute 7.5% of their annuat covered salary
and the Town of Blanchard is required to coniribute at an actuarially determined rate. The current rate is 9.0%
of annual covered payroll. The contribution requirements of plan members and the Town of Blanchard are
established and may be amended by state statute. As provided by R.S. 11:103, the employer contributions are
determined by actuarial valuation and are subject to change each year based on the results of the valuation for
the prior fiscal year. The Town of Blanchard contributions to the System for the years ending June 31, 2004,
2003, and 2002, were $13,492, $8,074, and $7,206, respectively, equal to the required contributions for each
year. (If the required contributions and the actual amount contributed do not equal, disclose the required
contribution in dollars and the percentage of that amount contributed for the current year and each of the two
preceding years.)

RESTRICTED NET ASSETS

The amount of retained eamings restricted for revenue bond retirement is detailed as follows:

Restricted Sinking, reserve, and contingency funds § 722,324

Less:

Accrued interest payable on revenue bonds (104,5086)
Current maturities of revenue bonds (230,347)
Reserve for debt retirement 387,471

RISK MANAGEMENT

‘The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; error
and omissions; injuries to employees; and natural disasters. The Town carries commercial insurance for all
risks of loss, including workers’ compensation and employee heaith and accident insurance. Settlements have
not exceeded insurance coverage in any of the past three fiscal years.
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15.

16.

TOWN OF BLANCHARD, LOUISIANA
Notes to the Financial Statements
As of and for the Year Ended June, 2004

CONTINGENT LIABILITIES

The Town participates in certain federal and state assisted grant programs. These programs are subject to
program compliance audits by the grantors or their representatives. Any liability for reimbursement that may
arise as the result of these audits is not believed to be material.

During the various fiscal years, the Town of Blanchard has been required to relocate water lines along Highway
1 to accommodate a Department of Transportation and Development, State of Louisiana, highway construction
project. Funding is provided by the State of Louisiana to the Town pursuant to Act 319 (R.S. 48:381 (C)(2)). In
accordance with provisions of this Act, the Town is henceforth prohibited from locating a utility installation in
any state-owned right-of-way until the Town reimburses the State for the cost of the relocations.

ON-BEHALF PAYMENTS FOR FRINGE BENEFITS AND SALARIES

The Town recognizes as general fund revenues and expenses supplemental pay made by the State of
Louisiana to the Town’s police employees. For year ended June 30, 2004, the State made contributions of
$9,900.
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SCHEDULE 1
TOWN OF BLANCHARD, LOUISIANA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES--
BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended June 30, 2004
Variance with

Budgeted Amounts Final Budget
Positive
Originai Final Actual {Negative)
Revenues:
Ad valorem taxes $ 65,000 % 59,000 % 57256 § (1,744)
Sales taxes 58,000 65,000 64,916 (84)
Franchise taxes 42,000 42,000 37,409 (4,591)
Intergovernmental revenues
Federal grant 1,900 1,896 {4}
Licenses and permits 47,600 45,600 50,658 5658
Charges for services 71,900 74,900 75,209 309
Fines and forfeitures 21,000 17.500 18,549 2,049
Use of Money and Property 1,000 400 395 {5)
Other 6,700 20,800 19,226 {(1.574)
Total Revenues 212 600 326,500 326,514 14
Expenditures:
Current:
General government 49,550 44,116 41,989 2127
Public safety: Police 214,350 212,800 212,720 80
Public works:
Sanitation - 65,000 70,000 76,518 (6,518)
Street and right of ways 22,100 27,100 26,568 532
Buildings and grounds 10,600 9,150 10,017 {867)
Culture and recreation 10,000 5,600 4,882 618
Capital Outlays 17,500 6,000 4,666 1,334

Total Expenditures 389,100 374,766 377,460 (2,694)
Excess (Deficiency) of Revenues over Expenditures (76,500} {48,266) (50,946) {2,680)
Other Financing Scurces {Uses)

Operating transfers in 10,000 15,000 12,822 (2.178)

Total Other Financing Sources (Uses) 19,000 15,000 12,822 (2,178)
Net change in Fund Balances (57,500) {33,266) (38,124) (4,858)
Fund balances, beginning of year 70,067 70,067 70,067
Fund balances, end of year % 12,567 $ 36,801 $ 31943 % (4.858)

The accompanying notes are an integral part of this statement.
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TOWN OF BLANCHARD, LOUISIANA
GENERAL FUND
COMPARATIVE BALANCE SHEET
June 30, 2004 and 2003

SCHEDULE 2

2004 2003
ASSETS

Cash and cash equivalents 5 28,729 3 55,434
Investments 5,551 5,551
Other receivables 11,632 11,501
Due from utility fund 5,838
Deposits 50 50

TOTAL ASSETS % 45,962 $ 78,374

LIABILITIES AND FUND BALANCES

Liabililies:

Accounts payable and accrued expenses 3 11,983 3 4,537

Due to utitity fund 2,036 3,770

Total liabilities 14,019 8,307
Fund balances:

Unreserved, reporied in:

General Fund 31,043 70,087

Total Fund Balances 31,943 70,067

TOTAL LIABILITIES AND FUND BALANCES $ 45,962 5 78,374
The accompanying notes are an integral part of this statement. 40




TOWN OF BLANCHARD, LOUISIANA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GENERAL FUND
For the Year Ended June 30, 2004

With Comparative Amounts for Year Ended June 30, 2003

Revenues:

Ad valorem taxes
Sales taxes
Franchise faxes
Intergovernmental revenues:
Federal grant
State grant
Licenses and permits
Charges for services:
Sanitation
Mowing
Fines and forfeitures
Use of Money and Property
Other
Total Revenues

Expenditures:
Current:
General government
Public safsty: Police
Public works:
Sanitation
Street and right of ways
Buildings and grounds
Culture and recreation
Capital Outlays
Total Expenditures

Excess (Deficiency) of Revenues over Expenditures

Other Financing Sources (Uses)
Operating transfers in
Total Other Financing Sources (Uses)

Net change in Fund Balances

Fund balances, beginning of year
Fund balances, end of year

The accompanying notes are an integral part of this statement.

SCHEDULE 3

2004 2003
57,256  § 57,304
64,916 57,649
37,409 39,903

1,806 436
- 22,000
50,658 52,941
72,815 74,266
2,395 3,613
19,549 19,001
395 796
19,226 5,969
326,514 333.878
41,089 42,785
212,720 204,366
76,518 64,270
26,568 20,157
10,017 9,157
4,082 9,232
4,666 34,418
377,460 384,335
(50,946) {50,507}
12,822 19,012
12,822 19,072
(38,124) (31,495)
70,067 101,562
31.943 g 70,067
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TOWN OF BLANCHARD, LOUISIANA

ENTERPRISE FUND
BALANCE SHEETS
June 30, 2004 and 2003 °

SCHEDULE 4

2004 2003
ASSETS
Current assets:
Cash and cash equivalents $ 448,995 $ 443,428
Receivables 174,096 188,477
Due from other funds 2,036 3,770
Total current assets 625,127 635,675
Non-current assets:
Restricted cash 939,574 003,847
Unamortized bond issue costs 141,503 150,710
Capital assets, net of accumulated depreciation 7.255,970 7,528,480
Total non-current assets 8,337,047 8,583,046
TOTAL ASSETS 3 8,962,174 3 9,218,721
LIABILITIES
Current liabilities:
Accounts, salaries, and other payables $ 82,428 $ 33,886
Due ta other funds 5,838
Total current liabilities 82,428 39,724
Current liabilities payable from restricted assets:
Current portion of revenue bonds payable 230,347 214,147
Accrued interest on long-term debt 104,506 108,486
Meter deposits 217,230 205,527
Total current liabilities payable from restricted assets 552,103 528,160
Noncurrent liabilities
General obligation bonds, net of unamortized discounts 247,000 280,000
Revenue bonds, net of unamortized discounts 5,274,289 5,505,392
Total noncurrent liabilities 5,521,280 5,785,392
TOTAL LIABILITIES 3 6,155,820 3 6,353,276
NET ASSETS
Invested in capital assets, net of related debt % 1,751,334 % 1,808,950
Restricted for debt service 387,471 378,761
Unrestricted 914,549 957,732
TOTAL NET ASSETS 5 3,053,354 % 3,145,443

The accompanying notes are an integra part of this statement.

42



TOWN OF BLANCHARD, LOUISIANA

SCHEDULE 5

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUND
For the Years Ended June 30, 2004 and 2003

2004 2003
Operating Revenues
Charges for services:
Walter sales $ 1,278,324 $ 1,270,907
Sewer service fees 103,558 107,814
Installations 64,245 68,644
Permits and fees 31,062 13,850
Other services . . - 7,303 16,434
Total Operating Revenues 1,484,482 1,477,649
Operating Expenses
Cost of sales and services 780,596 802,088
Administration 128,208 148,646
Depreciation 386,573 384,106
Total Operating Expenses 1,205,377 1,334,841
Operating Income 189,115 142,808
Nonoperating Revenues (Expenses]
Act 319 state highway funds - 161,812
Act 14 emergency water repair funds 64,499
Ad valorem taxes 15,744 14,930
Interest earnings 12,783 15,325
Interest expense (352,210) (365,081)
Amortization of bond discount (9,207) {9,207)
Gain (loss) on sale of asset 606
Total Nonoperating Revenues (Expenses) (268,381) (181,515)
Income Before Transfers (79,286) (38,707)
Transfers out (12,822) (19,012)
Change in Net Assets (92,088) {57,719)
TJotal net assets, beginning of year 3,145,442 3,203,161
Total net asssts, end of year 3 3053354 g 3,145,442

The accompanying notes are an integral part of this statement.

43




TOWN OF BLANCHARD, LOUISIANA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUND--WATER AND SEWER DEPARTMENTS
For the Year Ended June 30, 2004

Operating Revenues
Charges for services:

Water sales

Sewer service fees

Installations

Permits and fees

Other services

Tota! Operating Revenues

Operating Expenses
Cost of salas and services
Administration
Depreciation
Total Operating Expenses

Operating Income

Nonoperating Revenues {Expenses)
Act 14 emergency water repair funds
Ad valorem taxes
Interest earnings
Interest expense
Amartization of bond discount
Total Nonoperating Revenues (Expenses)

Incorme Before Transfers
Transfers out
Change in Net Assets

Total net assets, beginning of year
Total net assets, end of year

The accompanying noles are an integral part of this statement.

SCHEDULE 6

Water Sewer Total

L 1,278,324 3 3 1,278,324
103,558 103,558

64,245 64,245
23112 7,950 31,062
7,303 7,303
1,372,984 111,508 1,484,492
681,507 89,089 780,506
107,324 20,884 128,208
327,279 50,294 386,573
1,116,110 179,267 1,295,377
256,874 (67,759) 189,115
64,499 64,499
15,744 15,744

11,803 990 12,793
(352,210) (352,210)
(9,207} _(9,207)
(285,115) 16,734 (268,381)
(28,241} (51,025} (79,2686)
_ (11,782) (1,070} _(12,822)
3 (39,083) % (52,005) (92,088)
3,145,442

$ 3,053,354
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TOWN OF BLANCHARD, LOUISIANA
SCHEDULE OF COMPENSATION AND REIMBURSED EXPENSES PAID BOARD MEMBERS
For the vear ended June 30, 2004

Mayor Permenter
Alderman Digitermo
Alderwoman Jones
Alderwoman Lee
Alderman Tupper
Alderman Prewett

Tatal

The accompanying notes are an integral part of this statement.

Reimbursed

SCHEDULE 7

Compensation Expenses Total

$ 4,800 388 $ 5,188
3,800 404 4,004
3,960 3,800
3,600 908 4,508
3,600 3,600
3,600 130 3,730

$ 23,100 1,830 $ 24930
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Deboraty D. Dees, WIBA, CLA

122 JEFFERSON STREET « MANSFIELD, LOUISIANA 71052 « (318) 872-3007 <« FAX (318) 872-1357
CERTIFIED PUBLIC ACCOUNTANT

Report on Compliance and on Internal Control over Financial Reporting Based
on an Audit of the Basic Financial Statements Performed in Accordance with
Government Auditing Standards

The Honorable Larry Permenter
And the Members of the Board of Aldermen of
The Town of Blanchard, Louisiana

| have audited the basic financial statements of the Town of Blanchard, Louisiana, as of and for the year
ended June 30, 2004, and have issued my report thereon dated October 8, 2004. | conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Audifing Standards, issued by the Comptroller General
of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Town of Blanchard, Louisiana's, financial
statements are free of material misstatement, | performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, | do not express such an opinion. The results of
my tests disclosed one instance of noncompliance that is required to be reported under Government Auditing
Standards and which is described in the accompanying schedule of findings and questioned costs as item
2004-1.

internal Control Over Financial Reporting

In planning and performing my audit, | considered Town of Blanchard’s internal control over financial reporting
in order to determine my auditing procedures for the purpose of expressing my opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. My consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control
over financial reporting that might be material weaknesses. A material weakness is a condition in which that
design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that misstatements in amounts that would be material in relation to the financial statements being

v audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. | noted no matters involving the internal control over financial reporting
and its operation that | consider to be materia! weaknesses.

This report is intended solely for the information and use of the Town of Blanchard, Louisiana, Board of
Aldermen and management, cognitive agencies, and the Legislative Auditor and is not intended to be and
should not be used by anycne other than these specified parties. Under Louisiana Revised Statute 24:513,
this report is distributed by the Legislative Auditor as a public document.

4%# v 044_&_. crn

Mansfield, Louisiana
October 8, 2004
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Schedule 8
TOWN OF BLANCHARD, LOUISIANA
Schedule of Findings and Questioned Costs
For the Year ended June 30, 2004

SUMMARY OF AUDITOR’S REPORTS

INDEPENDENT AUDITOR'S REPORT:

| have audited the basic financial statements of Town of Blanchard, Louisiana as of and for the year ended
June 30, 2004, and have issued my report thereon dated Cctober 8, 2004. | conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. My audit of the basic financial statements as of June 30, 2004, resulted in an
unqualified opinion.

REPORT ON INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL STATEMENTS:
Compliance

Compliance Material to Financial Statements Bd Yes 1 No

Internal Control

Material Weaknesses [] Yes X No
Other Conditions (1 Yes X No
FEDERAL AWARDS

Not applicable

FINANCIAL STATEMENT FINDINGS
Compliance:

2004-1 Under LSA Revised Statute 33:2929 bank balances must be secured by federal deposit insurance or
the pledge of securities. The Town had $50,000 in a credit union that was not adequately coliateralized.

Recommendation: The Town should inquire if the financial institution will pledge enough securities to secure
their deposits. !f the credit union is unable to pledge securities sufficient to cover the excess deposit, the
money should be moved to an institution that provides collateralization of deposits. Subsequently, these
amounts should be monitored monthly for proper compliance.

Management Response: Town management has inquired of the financial institution and moved the excess
deposits to another bank. This issue has been resolved as of the date of these financial statements.
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Schedule 9
TOWN OF BLANCHARD, LOUISIANA

Schedule of Prior Years Audit Findings
For the year ended June 30, 2004

REPORT ON INTERNAL CONTROL AND COMPLIANCE OVER FINANCIAL REPORTING:

The results of my tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

| noted no matters involving the internal control over financial reporting and its operation that | consider to be
material weaknesses.
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