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CITY OF LAKE CHARLES

326 Pujo Street * P.O. Box 3706
NICHOLASE HUNTER Lake Charles, LA 70602-3706 DEPARTMENT OF FINANCE
MAYOR (337) 491-1251 » FAX (337) 491-1225 KAREN D. HARRELL, DIRECTOR

March 23, 2020

Honorable Nicholas Hunter, Mayor
Members of the City Council

Dear Mayor and City Council Members:

In accordance with requirements of the City’s Charter and applicable state law, I am pleased to submit the
Comprehensive Annual Financial Report of the City of Lake Charles for the fiscal year ended September 30, 2019.
This report has been prepared by the City’s Finance Department in conformity with generally accepted accounting
principles (GAAP), and the basic financial statements contained herein have been independently audited in accordance
with generally accepted auditing standards. However, the completeness and reliability of all information presented in
this report remains the responsibility of the City’s management. McElroy, Quirk, and Burch (APC), a firm of licensed
certified public accountants, have audited the City of Lake Charles’s financial statements. The purpose of the
independent audit is to provide reasonable assurance that the financial statements are free of material misstatement.
The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unmodified opinion on these financial statements. The independent auditor’s report is presented as the first component
of the financial section of this report.

Governmental Accounting Standards Board (GASB) requires certain government-wide statements as well as the fund
financial statements. The purposes and contents of these financial statements are further explained in Management’s
Discussion and Analysis (MD&A) which follows the independent auditor’s report and should be read in conjunction
with this letter of transmittal for a more complete understanding of the City’s financial condition and activity.

City Profile

The City of Lake Charles was incorporated in 1867 and is the principal city and trade center of Southwest Louisiana,
which is comprised of a five parish area with a population of 299,229. According to the U. S. Census bureau, Lake
Charles’ population was 71,993 in 2010. Although the formal census is taken every ten years, the bureau provided an
estimated population of 78,001 as of July 2018. The corporate limits of the City include 55 square miles. Lake Charles,
which is in Calcasieu Parish, is located on Interstate 10, approximately two hours east of Houston, Texas and west of
Baton Rouge, Louisiana.

The City operates under a mayor-council form of government pursuant to a 1961 home rule charter, and provides a
full range of traditional municipal services such as public safety, construction and maintenance of municipal
infrastructure including water and wastewater, parks and recreation, planning and zoning, trash collection and solid
waste disposal and public transportation. The City also has specialized facilities such as a municipal golf course, a
civic center coliseum and theater complex, and two art centers. All of these activities are integral parts of the city
government and are included in this report. Certain components of the judicial function are legally separate entities
which are discretely presented in these statements as “component units.”

The City adopts an annual operating budget and a project-based capital budget in accordance with procedures

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

The City also maintains an internal control framework designed to provide reasonable, but not absolute, assurance
regarding the safeguarding of assets against loss from unauthorized use or disposition, as well as the reliability of
financial records for preparing financial statements. Because the cost of internal control should not exceed the
anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial statements
are free of any material misstatements. An evaluation of internal controls and legal compliance is required by federal
law in connection with the independent audit, and the auditor’s reports thereon are included in a separately issued
“uniform guidance” report.

Economic Environment

The Lake Charles area has an economic base that has been dominated by petrochemical manufacturing and refining
since the 1940°s. Over the last couple of decades Southwest Louisiana has diversified its economy with aerospace and
gaming industries. The Port of Lake Charles, a deep water port with a 30-mile ship channel to the Gulf of Mexico, is
the 12th busiest seaport in the U.S. and the 7th fastest growing port in the nation. It is estimated the total number of
jobs generated in Louisiana by the Calcasieu Ship Channel is nearly 37,000. Chennault Industrial Airpark and the
Lake Charles Regional Airport support a growing aviation industry. Lake Charles is home to McNeese State
University and Sowela Technical Community College. Riverboat Gaming was introduced in 1993 and has provided
funding for major capital improvements since that time. Retail and restaurant businesses within the City provide goods
and services to a five-parish regional area. Annual art events and over 75 annual festivals provide entertainment to
both locals and visitors.

According to The Louisiana Economic Outlook released in September 2019 by LSU Economist, Emeritus, Loren
Scott, Southwest Louisiana is projected to lead the state in job growth yet again. Over the last five or more years,
Southwest Louisiana made history as various companies completed more than $44 billion in projects with some of the
largest projects being the Sabine Pass LNG by Cheniere Energy, Sasol's Ethane Cracker Plant, Sempra’s Cameron
LNG. and Lotte Chemical’s Ethane Cracker and Derivatives Plant.

Companies engaged in the production of liquefied natural gas (LNG) continue to dominate the positive economic
impact for Southwest Louisiana. According to Scott’s report, Venture Global in Cameron issued a final investment
decision (FID) on its $5.8 billion LNG export terminal and is under construction. Driftwood LNG should begin
construction later this year on its $25 billion liquefaction facility. Once under construction, collectively, Venture
Global and Driftwood will generate approximately 8,000 construction jobs and provide approximately 530 permanent
jobs. Lake Charles LNG and Magnolia LNG are at various stages of permitting and/or financing. It is relevant to note
that pending complex global economic issues are causing delays that may affect the timeline of any or all of these
projects. The City has worked diligently to capitalize on the economic boom of our area,

Plans continue for the $20 million Port Wonder lakefront development project, which will house the Children’s
Museum of Lake Charles and the Louisiana Department of Wildlife and Fisheries™ Science Center and Educational
Complex, funded by governmental and private pledges. Utility extensions are under contract to support these and other
developments; shoreline stabilization. base flood elevation and renovation of the parking garage are all currently being
designed.

The City created three Economic Development Districts in 2019: Lakefront. I-10 Corridor and Enterprise Boulevard.
The incremental increase in existing sales taxes of the City may be used to develop and formulate economic
development plans that may include financial incentives to public and private entities for projects in each district. In
addition to several smaller businesses, two big announcements have been made for development in these districts and
are considered huge victories for our community.

Announced in October 2019, Crying Eagle Lakefront Restaurant and Micro Brewery will be built just west of the
lakefront parking garage and adjacent to the site for Port Wonder. The project will consist of a family-friendly. full
service restaurant, small brew house, scenic seating that will allure locals and motorists traveling through the City on
Interstate 10.
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Acadian Ambulance announced in December 2019 its plans to revitalize the former Dimmick Supply Company site
located on Enterprise Boulevard. This multi-million dollar economic development project will house multiple
components of their operations including their maintenance facility and National EMS Academy. The building will
undergo a complete overhaul, and it is anticipated that the location will be operating by the summer.

The City prepared for fiscal year 2020, recognizing that we are experiencing a bit of a slowdown of the growth in the
area. These reductions in revenue were anticipated and we are fiscally strong as General Fund reserves of $37 million
represents 45 percent of total expenditures and transfers from that fund in fiscal year 2019. The Capital Budget
continues to address the major infrastructure improvements needed for streets, drainage, water and wastewater
systems.

Sales taxes are the City’s largest revenue source, accounting for 44 percent of all governmental revenue and 64 percent
of the General Fund’s revenues in 2019. Collections of an additional one-quarter cent tax levy was effective in January
2016. Fiscal year 2017 was a full year of collections, with 75 percent of the tax deposited in the General Fund and 25
percent into the 2015 One-quarter Cent Sales Tax Special Revenue Fund. Sales tax collections decreased by less than
one percent in fiscal year 2019 compared to 2018, and followed an increase of 4.4 percent in fiscal year 2018 over
fiscal year 2017.

The graph below captures the total sales tax revenue collected for March through February for each of the last five
years. For comparison purposes, the 2016 tax levy is not included in the table below. The trend for the four month

period of the current fiscal year indicates that City revenues have decreased by 1 percent over the same period last
year. The sales tax projections adopted in the fiscal year 2020 budget anticipated a 3.4 percent decline in revenue.

City of Lake Charles Sales Tax Collections: March through February
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Many new hotels and apartment complexes are being built. As per the City’s Planning Department, in 2018 there were
335 single-family dwelling and 37 multi-family dwelling units permitted for a total of 651 units with a value of $86
million. In 2019 there were 438 single-family dwelling and 31 multi-family dwelling units permitted for a total of 723
units with a value of $99.5 million. All are in various stages of construction or have been completed.
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As we are completing the preparation of this report, the world is dealing with the outbreak of the Coronavirus. The
World Health Organization has declared Covid-19 a global pandemic, and President Trump has declared a national
health emergency. The Nation is undergoing unprecedented precautionary measures to reduce the spread of the virus.
Sporting and other major events have been cancelled across the country and the stock market is in a flux. Louisiana
has temporarily closed schools, churches, movie theaters and casinos, and restaurants are open for pick up only.
Governments and businesses are closed or are working with reduced staff. while essential services are still being
provided. The length of this event and the economic impact are currently unknown.

Current and Future Financial Plans

The City’s primary operating account, the General Fund, had an ending fund balance of $37 million at September 30,
2019. The fund balance decrease of $2.7 million was planned to reduce a fund balance of $39.8 million from the end
of fiscal year 2018. The City was able to transfer $11.7 million from the General Fund to the Capital Projects fund for
needed infrastructure improvements.

The adopted General Fund Budget for fiscal year 2020 projects that operating revenues of $77.5 million will be
sufficient to cover departmental expenditure and operational transfers. The administration and City Council adopted
a budget that provides for accumulated fund balance reserves of $3.5 million to be transferred to the Capital Project
Fund to pay for ongoing improvements, primarily to the City's wastewater system basins and to pay for additional
drainage projects. As budgeted, the fund balance at the end of fiscal year 2020 would total $33.6 million.

General Fund revenues are projected be reduced in fiscal year 2020 and therefore the City adopted budgeted
expenditures are equal to the prior year, rather than provide for any increase. Budgeted salaries and fringe benefits of
$47.4 million account for 65 percent of the General Fund departmental expenditure budget of $72.8 million.

The fund balance in the General Fund is $37 million which represents 52 percent of the 2019 departmental

expenditures and non-capital transfers. It is the City’s policy to maintain a 30 percent minimum fund balance target
for the General Fund,

Capital Improvements:

The adopted capital budget for fiscal year 2020 was $41 million and included $11 million for streets and drainage.
$15.7 million for utility improvements and $11.7 for community and general government projects. Below are
highlights of current capital improvement projects. as of the date of this report:

Recently completed projects from City capital funds. unless otherwise stated:

=  Holly Hill Utility Improvements - $3.0 million City capital and Parish funds

*  George West Water Treatment Plant — Pressure Filter System Improvements Phase | - $2.7 million City water
funds

*  Wastewater Treatment Plant B/C Demolition Phase 11 - $1.4 million City capital funds
*  |* Ave Multi-Use Trail - $1.2 million DOTD, FHWA, Recreational Trails and City capital funds

*  Highway 385 Multi-Use Trail (Clarence Street — Ryan to Lakeshore) - $1.2 million DOTD and City capital
funds

= Various Drainage projects - $3.1 million (Fournet Street. North Moss Street. Pine Valley Way, Opal Drive
and Placid Lane, Walters Street and Laurel Street, Legendre Street Phase II, Kirkman Street, North Grace
and Highway Streets, 2™ Avenue and Lake Street/Sallier Intersection (CCTV), Deaton Street CCTV,
Clooney Street CCTV, Maidstone and Woodside Drainage. and South Roosevelt Street Phase 11)
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* Various Road, Bridge and Sidewalk projects - $1.5 million City capital funds (2018 City Wide Striping,
CDBG Asphalt Overlays, Louisiana Avenue Bridge Repairs at Contraband Bayou, Russell Street Bridge
Piling Rehabilitation, Mitchell Street Sidewalk, Drozan Street Sidewalk, and Sidewalk at the corner of Lake
Street and Waverly Street)

*  Wastewater System Improvement projects — $1.1 million (The Dome Lift Station, Common Street and
Legion Street Lift Stations, Emergency Pipe Repairs at the intersection of St. John and Franklin Street)

= Other Governmental projects - $1.2 million (College Oaks Park New Restroom Building, North Beach
Erosion Repair, Fire Station #7 (Tybee Ln) Building Repair, Transit Storage Facility, and Civic Center
Fiber Feed)

Projects currently in design phase or under construction:

*  Prien Lake Road Phase 1 (Cove Lane to Thles Road) - $21 million City and Parish funds will be used
=  Sallier Street —City capital and Parish Transportation funds

*  Various road projects - $10 million (Ihles road widening, Kirkman and Opelousas intersection improvements,
North Grace and Highway Streets, Comeaux Street, Sally Mae Street, 1-10 Corridor Beautification, Mill
Street and Division Street Streetscape, Sale and Ryan intersection improvements, 2019 Asphalt Overlays,
2019 Supplemental Striping, and 2019 Supplemental Overlays)

* Various sidewalk projects — $2.3 million (2018 Sidewalks, 2019 Sidewalks, 2019 Supplemental Sidewalks)
*  Bridge repair and rehabilitation - $700 thousand (Shattuck Street Overpass and Henderson Bayou Bridge)

= Various drainage projects — $10.2 million Citywide Closed Circuit Television (CCTV), general drainage and
lateral maintenance, Enterprise Boulevard, River Road, Broadmoor Terrace, Legendre Street Phase 11, 4™
Avenue/Midtown, Oak Park Boulevard, North Division, Hodges Street and Pujo Street drainage, and East
Prien Lake Road and 5™ Avenue CCTV)

=  Wastewater Loop — Study and design phase with City capital funds and possible participation by the Parish
*  Wastewater Treatment Plant A Basin Rehabilitation - $3.5 million City capital funds

= Wastewater System Improvement projects - $6.3 million City capital funds (Collection System Repairs —
various streets, Ham Reid Sewer Extension, Sewer Main Rehabilitation — various streets. and University Area
Sewer Rehabilitation)

= New Water Treatment Plant & Distribution Lines - $26 million will be funded by accumulated reserves in
the Water Utility Fund and a potential loan from the Department of Health Drinking Water Revolving Loan
Fund

= Water System Improvement projects - $8.8 million City water funds (Southwest Ground Storage Tank #2,
McNeese Plant Sedimentation, George West Plant Transmission Main Extension, Southwest Water Plant
Pressure Filter Rehabilitation Phase 11, Southwest Water Plant Chlorine Containment, George West Plant
Pressure Filter Rehab Phase 11, and Country Club Water Looping)

*  Various Community Services and Recreation projects - $1.5 million City capital funds and donations
(Partners in Parks, Hillcrest/Bellard Park Improvements, Fitzenreiter Road Boat Dock rehabilitation, Nellie
Lutcher Memorial Pocket Park, Civic Center Ampitheatre Electrical System upgrade)
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* New municipal golf course - currently under construction at the Morganfield development to replace Mallard
Cove which is closing to allow for the expansion of the Chennault International Airport and will be funded
primarily by Chennault, along with City participation

= Lakefront Parking Garage — currently under design, the City will be refurbishing the existing garage on the
Lake to provide necessary parking for upcoming developments along the lakefront

=  Port Wonder — under design and study

= Lakefront infrastructure improvements — utility extension; retaining wall and embankment to support future
development; land based and over-the-water boardwalk under design

Annually the City completes a five year capital improvement plan. This serves as the basis for budgeting and planning
for future City capital improvement projects. The Planning Department and Engineering Division study infrastructure
needs for Lake Charles and the surrounding areas beyond the required five year plan.

Major infrastructure improvements are needed for streets, water and wastewater. The City, Parish and State
governments are working together on comprehensive plans to address these needs, as well as drainage improvements.
The City continues to provide for increased services with staffing levels that have remained constant since 2009.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) has awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Lake Charles for its comprehensive annual financial
report for the fiscal year ended September 30, 2018. The City also received this award for its reports of the preceding
thirty-four years. In order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. Such reports must satisfy both GAAP and applicable
legal requirements.

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

The preparation of this report could not have been accomplished without the efficient and dedicated efforts of the
Finance Department staff. We also wish to acknowledge Mayor Hunter, his administration, and the City Council who
take an active role in planning and conducting the City's financial affairs. We truly appreciate their interest and
support.

Respectfully submitted,

A0/ 0. Hat e

Karen Domingue Harrell
Director of Finance
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INDEPENDENT AUDITORS' REPORT

Honorable Mayor Nicholas Hunter
and City Council

City of Lake Charles

Lake Charles, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Lake Charles, Louisiana, as of and for the year ended September 30, 2019, 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; this includes 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 did not audit
the financial statements of the City Court of Lake Charles or the Office of the Ward Three Marshal, which represent
0.4 percent, 0.3 percent and 1.1 percent, respectively, of the assets, net position and revenues of the
governmental activities. Those statements were audited by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts included for the City Court of Lake Charles and the Office of
the Ward Three Marshal, is based solely on the report of the other auditors. 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 from material misstatement.
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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 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, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Lake Charles, Louisiana, as of September 30, 2019, 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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, and schedule of changes in total other post-
employment liability and related ratios, schedule of employer's proportionate share of net pension liability, and
schedule of employer's pension contributions, as identified in the table of contents, 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 and other
auditors 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.
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Other Information

Our audit was conducted for the purposes of forming opinions on the financial statements that collectively
comprise the City of Lake Charles, Louisiana’s basic financial statements. The introductory section, schedule of
total compensation for Mayor, City of Lake Charles, combining and individual funds statements and schedule,
combining internal service fund statements, schedules of capital assets used in the operation of governmental
funds, and statistical section, are presented for purposes of additional analysis and are not a required part of the
basic financial statements

The schedule of total compensation for Mayor, City of Lake Charles, combining and individual fund
statements and schedules, combining internal service fund statements, and capital assets used in the operation of
governmental funds, are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America by us and other auditors. In our opinion, based on our audit, the procedures performed as described
above, and the report of the other auditors, the schedule of total compensation for Mayor, City of Lake Charles,
combining and individual nonmajor governmental fund statements, schedules of revenues, expenditures and
changes in fund balance-budget and actual, combining internal service fund statements, and schedules of capital
assets used in the operation of governmental funds are fairly stated in all material respects in relation to the basic
financial statements as a whole.

The introductory and statistical sections 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 March 23, 2020,
on our consideration of the City of Lake Charles, Louisiana'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 City of Lake Charles, Louisiana’s internal control over financial
reporting and compliance.

Ve t&oz Qi - Buah
Lake Charles, Louisiana
March 23, 2020
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