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Independent Auditor's Report

The Honorable Rick Ramsey, Mayor
and Members of the City Council

City of Walker

Walker, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the budgetary comparison statements of the General Fund and of the 2000 '
Cent Sales Tax Special Revenue Fund of the City of Walker, Louisiana, as of and for the year ended
December 31, 2013, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; thisincludes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
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circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, and each major fund,
and the respective budgetary comparison statements of the General Fund and of the 2000 2 Cent Sales Tax
Special Revenue Fund of the City of Walker, as of December 31, 2013, and the respective changes in
financial position and , where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the City of Walker’s December 31, 2012 financial statements, and we expressed
an unmodified audit opinion on those audited financial statements in our report dated June 24,2013. Inour
opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2012 is consistent, in all material respects, with the audited financial statements from which it
has been derived.

Emphasis of Matter

As described in Note 23 to the financial statements, in 2013, the City of Walker adopted a new accounting
standard, GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. Our opinion is not
modified with respect to this matter.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis information on pages 4 through 11 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Walker’s basic financial statements. The Schedule of Insurance Coverage in Force
(Schedule 1), Schedule of Number of Customers and Revenue Data Per Customer Per Month (Schedule 2),
and Schedule of Utility Rates and Tap Fees (Schedule 3) are presented for purposes of additional analysis
and are not a required part of the financial statements.

Schedules 1 through Schedule 3 have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 9, 2014, on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City of Walker’s internal control over financial reporting
and compliance.

Respectfully submitted,

s

Denham Springs, Louisiana
June 9, 2014



CITY OF WALKER

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Walker, Louisiana (“the City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended
December 31, 2013. The intent of Management’s Discussion and Analysis (“MD&A”) is to look at the overall
financial performance of the City using an objective, easily readable analysis of the City’s financial activities.
Therefore, we encourage readers to consider the information presented here in conjunction with additional
information furnished in the Notes to the Basic Financial Statements. Please reference the Table of Contents
for the exact location of those items.

The MD&A is an element of Required Supplementary Information specified in the Governmental Accounting
Standards Board (“GASB”) Statement No. 34. Certain comparative information between the current year and
the prior year is required to be presented in the MD&A.

Financial Highlights

The City reduced general government expenses by 8.80% from 2012, continues to fund major infrastructure
improvements while minimizing new debt, and increased net position by $1,123,128 (8.01%) over 2012.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements,
which are comprised of 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 an organization-wide overview similar in nature to a private-sector business. The two
components of this presentation are the Statement of Net Position and the Statement of Activities.

The Statement of Net Position (Exhibit A-1) presents information on all of the City’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The Statement of Activities (Exhibit A-2) presents information showing how the City’s net position changed
during the fiscal year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardiess of the timing of related 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 (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes, licenses, permits, fines 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 activities of the City of Walker include general
government, public safety, highways and streets, and parks and recreation. The business-type activities of the
City of Walker include gas and water distribution operation, a sewer disposal operation, and a contracted solid
waste disposal operation. All business-type activities are included in a single Utility Enterprise Fund.
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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 City, 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 City can be divided into two categories: governmental funds and
proprietary funds.

Governmental funds are used to account for essentially the same functions reported as governmental 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
is useful to compare the information presented for governmental funds with similar 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 near-term financing decisions. Both the governmental
fund balance sheet (Exhibit B-1) and governmental fund statement of revenues, expenditures, and changes in
fund balances (Exhibit B-3) provide a reconciliation (Exhibits B-2 and B-4) to facilitate this comparison
between governmental funds and governmental activities.

The City maintains two individual governmental funds. The General Fund is the chief operating fund of the
City. The activities of the General Fund include general and administrative functions, public safety (police
and animal control), highways and streets, and parks and recreation. The Special Revenue Fund accounts
solely for the 2 cent sales tax, the proceeds of which are legally dedicated for the repayment of that portion the
Refunding Bonds Series 2009 originally attributable to the 2000 !4 Cent Sales Tax Bonds; extending,
improving, maintaining, and operating the sewerage system of the city; and constructing, improving and
maintaining public streets and drainage facilities, including equipment therefore. Information is presented
separately in 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 special revenue fund as both funds are
considered major funds.

The City adopts an annual appropriated budget for its general fund and its special revenue fund. A budgetary
comparison statement has been provided for the general fund (Exhibit B-5) and the special revenue fund
(Exhibit B-6) as both funds are considered major funds.

Enterprise type proprietary funds are used to report the same functions presented as business-type activities in
the government-wide financial statements, only in more detail. The City uses a single utility enterprise fund,
which is considered a major fund, to account for its gas, water, sewer, and sanitation services provided for the
residents of the City and some residents of the parishes of Livingston and St. Helena. Exhibits C-1 through
C-3 present the basic proprietary fund financial statements.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 30-62 of this report.



Government-wide Financial Analysis

This analysis pertains to the government-wide financial statements for the fiscal year ended December 31,
2013. The City’s net position at December 31, 2013 was $15,143,266. Capital assets are reported net of
accumulated depreciation; and the investment in capital assets is reported net of related debt. However, it
should be noted that the capital assets are used to provide services to citizens; and consequently, cannot be
used to liquidate the related debt. The resources needed to repay this debt must be provided from other
sources.

The table below reflects the condensed Statement of Net Position as of December 31, 2013 with comparative
totals for 2012,

City of Walker
Condensed Statement of Net Position
For the Year Ended December 31, 2013

Restated
Governmental Business-Type Totals Totals
Activities Activities 2013 2012
ASSETS
Current and Other Assets $ 3,706,257 $ 5,491,140 $ 9,197,397 $ 7,723,487
Restricted Assets - 976,043 976,043 986,175
Unamortized Bond Issuance Cost 24,503 50,216 74,719 78,129
Capital Assets 2,464,313 11,566,014 14,030,327 14,581,137
Total assets $ 6,195,073 $ 18,083,413 $ 24,278,486 $ 23,368,928
LIABILITIES
Current Liabilities $ 421,451 $ 1,159,940 $ 1,581,391 $ 1,592,926
Long-Term Liabilities 2,324,236 5,229,593 7,553,829 7,755,864
Total Liabilities 2,745,687 6,389,533 9,135,220 9,348,790
NET POSITION
Net Investment in Capital Assets 2,323,039 6,395,739 8,718,778 9,286,163
Restricted - 239,259 239,259 226,544
Unrestricted 1,126,347 5,058,882 6,185,229 4,507,431
Total Net Postion 3,449,386 11,693,880 15,143,266 14,020,138
Total Liabilities and
Net Position $ 6,195,073 $ 18,083,413 $ 24,278,486 $ 23,368,928

The Statement of Activities for 2013 categorizes the City’s revenues as program revenues, which are service
charges or grants and contributions for specific governmental or business-type functions, and general
revenues, which include most taxes and other revenue sources of a government-wide nature.

Total revenues for the City in 2013 were $12,807,310, with $8,428,279 derived from program revenues and
grants; $4,295,591 from sales, franchise, and property taxes, occupational licenses, and permits; and the
remaining $83,440 from other miscellaneous income. Total expenses for the City in 2013 were §11,684,182,
leaving a $1,123,128 increase in net position.



The table below reflects the condensed Statement of Activities for the year ended December 31, 2013 with
comparative totals for 2012.

City of Walker
Condensed Statement of Activities
For the Year Ended December 31, 2013

Governmental Business-Type Totals Restated Totals
Activities Activities 2013 2012
Revenues:
Program Revenues:
Charges for Services $ 899,450 $ 7,350,657 $ 8,250,107 $§ 6,190,733
Operating Grants and Contributions 148,772 29,400 178,172 279,536
Capital Grants and Contributions - - - 644,181
General Revenues:
Taxes 4,295,591 - 4,295,591 4,352,434
Other Grants and Contributions not
Restricted to Specific Programs 14,682 - 14,682 14,441
Interest and Investment Income 14,430 (12,003) 2,427 33,997
Net Gain on Sale of Assets - - - 16,888
Miscellaneous Income 24,176 42,155 66,331 49,225
Total Revenues 5,397,101 7,410,209 12,807,310 11,581,435
Expenses:
General Government 1,562,414 - 1,562,414 1,713,157
Public Safety 2,372,017 - 2,372,017 2,252,439
Highways and Streets 1,174,473 - 1,174,473 1,490,046
Parks and Recreation 393,975 - 393,975 385,400
Interest on Long-Term Debt 94,476 - 94,476 101,563
Gas - 3,282,653 3,282,653 2,668,509
Water - 892,372 892,372 1,004,556
Sewer - 1,530,114 1,530,114 1,321,147
Sanitation - 381,688 381,688 372,780
Total Expenses 5,597,355 6,086,827 11,684,182 11,309,597
Net Income (Loss) (200,254) 1,323,382 1,123,128 271,838
Transfers In (Out) 340,592 (340,592) - -
Increase (Decrease) in Net Position 140,338 982,790 1,123,128 271,838
Net Position - Beginning of Year,
as Restated 3,309,048 10,711,090 14,020,138 13,748,300
Net Position - End of Year $ 3,449,386 $ 11,693,880 § 15143266 § 14,020,138

Governmental activities. Governmental activities net position increased $140,338 (4.24%)). Total revenues
before transfers decreased $259,130 (4.58%); and total expenses decreased $345,250 (5.81%).



Business-type activities. Business-type activities net position increased $982,790 (9.18%). Net income
before transfers was $1,323,382. Major improvements and additions to utility services during 2013 included:

» Completed East Side Force Main to improve the sewer collection and transportation system, finalizing
requirements of a 2008 consent decree issued by Department of Environmental Quality (DEQ) for
past sewer violations. The consent decree was lifted May 9, 2013.

> Installed a backup generator at the wastewater treatment plant to prevent interruption of sewer services
during power outages. Also installed backup generators at water wells 3 and 4.

» Replaced bar screen at the wastewater treatment plant to improve process efficiency.

Analysis of Fund Financial Statements

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term
inflow, and balances of spendable resources. Such information is useful in assessing the City’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year. As of the end of the current year, the City’s
governmental funds reported combined ending fund balances of $3,257,475, an increase of $253,096 in the
current year. The general fund, which is the chief operating fund of the City, reported $1,049,198 excess
expenditures over revenues. The transfer of $1,000,000 from the gas department, a transfer of $136,100 from
the %4 cent sales tax fund, and $148,419 in proceeds from a municipal lease resulted in a net increase in fund
balance of $235,321. The 2000 ' cent sales tax fund reported $813,283 excess revenues over expenditures;
and a $17,775 net increase in fund balance after the $659,408 transfer to the proprietary fund sewer
department to support operations, maintenance, and improvement of the sewerage system and the $136,100 to
the general fund street department for bridge repairs.

Proprietary funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. The proprietary funds reported net operating
income of $1,463,304. Operating income for the gas and water departments were $1,847,378 and $221,781,
respectively; while the sanitation department reported an operating loss of $37,439. Operations of the sewer
department also resulted in a loss of $568,416; however, $659,408 was transferred from the %2 cent sales tax
fund to support operations and maintenance of the sewer system.

General Fund Budgetary Summary

Generally, budget amendments fall into three categories: 1) amendments made to adjust the estimates that are
used to prepare the original budget ordinance once more precise information is available; 2) amendments
made to recognize new funding amounts from external sources, such as Federal and State grants; and 3)
increases in appropriations that become necessary to maintain services. The City adopted three budget
amendments during the fiscal year. Final budget adjustments are introduced in November for public hearing at
December council meeting. November and December sales taxes are not collected until January and February
of subsequent year. November sales tax failed to meet projections. Intergovernmental revenue shortfall is a
direct result of the Sidewalk Phase III grant being delayed until 2014.



Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets (net of accumulated depreciation for its governmental
and business type activities as of December 31, 2013 was $14,030,327. This investment in capital assets
includes land, buildings, improvements, roads and bridges, vehicles, machinery and equipment, furniture and
fixtures, recreational equipment, and gas, water, and sewer systems. Depreciation expense recorded for the
governmental activities for 2013 amounted to $315,980, while depreciation expense recorded for the business-
type activities totaled $697,486.

Additional information on the City’s capital assets can be found in note § on pages 45-47 of this report.

Long-term debt. As of December 31, 2013, the City had total debt outstanding of $7,553,829, a decrease of
$202,035 (2.6%) from prior year. New debt incurred by the City includes a five year capital lease agreement
for five police units. A breakdown of the long-term debt is as follows:

s 2009 Utility Revenue Bonds (maturing October 1, 2029) have an outstanding balance, net of discounts,
0f$6,328,417, with $2,075,283 payable from the ¥ Cent Sales Tax Fund and $4,253,134 payable from
the Enterprise Fund.

2010 Utility Revenue Bonds (maturing October 1, 2029) have an outstanding balance of $316,000.
2011 Utility Revenue Bonds (maturing October 1, 2030) have an outstanding balance of $601,141.
2013 Capital Lease (maturing September 11, 2018) has an outstanding balance of $141,274.
Compensated absences total $166,997, with $107,679 payable from the General Fund and $59,318
payable from the Enterprise Fund.

Additional information on the City’s long-term debt can be found in note 12 on pages 49-54.

Future Budget and Economic Qutlook

The City began the long-term task of upgrading our infrastructure in 2012. The City’s largest revenue source is
charges for gas, water and sewer utility services. The last utility rate increase was in 2001. Those rates were
no longer adequate to endure the cost of maintaining and improving the City’s existing infrastructure, and
constructing new infrastructure to meet the increasing needs of the growing population without incurring
additional long term debt. The City engaged outside sources to conduct utility rate studies in 2013 and
updated all rates effective August 1, 2013, providing future funding for continued upgrades to the City’s
infrastructure. Engineering and design for a new 1200 gallons per minute water well and 250,000 gallon water
tower at a site dedicated by Our Lady of the Lake Livingston (OLOL) began in 2013. Major improvements
planned for 2014 include:

e Begin construction of the OLOL water tower
e Juban Road gas main extension

e Juban Crossing gas services

e New Fletcher Lane sewer force main

The four largest sources of general revenue for the City are taxes, fines and forfeitures, and licenses and
permits. The largest source of tax revenue is the 1% general sales tax. Although sales tax experienced a
drastic decline from August 2012 through March 2013, those numbers have been steadily improving and static
or slight growth is projected for 2014. To be conservative, the 2014 budget reflects zero growth for all taxes.
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