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LﬁPORTE SEHRT
OMIG HAND

CEREIFIED PUBLIC ACCOUNMTANTS

Independent Auditor’'s Repart

The Honorable Rohert F. Zabbia, Mayor
and City Council Members
City of Ponchatoula, Louisiana

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
City of Ponchatoula, Louisiana (the City), as of and for the year ended June 30, 2007, which
collectively comprise the City's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Ponchatoula, Louisiana's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generaily 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 ptan 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. We believe
that our audit provides a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all materiai respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Ponchatoula, Louisiana,
as of June 30, 2007, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 2, 2007, on our consideration of the City of Ponchatoula, Louisiana's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, 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 gpinion 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 and should be considered in assessing the results of our
audit.
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The management’s discussion and analysis on pages 4-13 and budgetary comparison
information presented as Schedules 1-3 are not required parts of the basic financial statements,
but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consist principally
of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no
opinion on il.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Ponchatoula, Louisiana's basic financial statements. The other
supplemental information, as listed in the table of contents, is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the financial statements
and, in our opinion, is fairly stated, in all material respects in relation to the basic financial

statements taken as a whole.
déﬂéf)%b Wl

A Professional Accounting Corporation

November 2, 2007
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CITY OF PONCHATOQULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

As management of the City of Ponchatoula, 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 June 30, 2007. This management discussion and analysis ("MD&A") is
designed to provide an objective and easy to read analysis of the City's financial activities based
on currently known facts, decisions or conditions. It is designed to provide readers with a broad
overview of City finances. It is also intended to provide readers with an analysis of the short and
long-term activities of the City based on informatian presented in this financial report, as well as
fiscal policles that have been adopted by the City. Specifically, this section is designed to assist
the reader in focusing on significant financial issues, provide an overview of the City's financial
activity, identify changes in the City'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 seventh year that the City has presented its financial statements under the reporting
model reguired by the Governmental Accounting Standards Board Statement Number 34. This
reporting mode! significantly changed the presentation of financial data and also the manner in
which the information is recorded. Prior year comparative information for this reporting period
has been included in this MD&A, along with a narrative of the changes expected from one year
to the next.

As with other sections of this financial report, the information contained within this MD&A should
be considered only a part of a greater whole. The readers of this statement should take time to
read and evaluate all sections of this report, including the footnotes and the other Required
Supplementai Information ("RSI"} that is provided in addition to this Management's Discussion
and Analysis.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's financia
statements. The City's basic financial statements consist of the following components:

Government-Wide Financial Statements

Fund Financial Statements

Notes to the Financial Statements

Qther Supplementary Information, which is in addition to the basic financial
statements themselves.

nal

1. GOVERNMENT-WIDE FINANCIAL STATEMENTS

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




CITY OF PONCHATOULA, LOUISIANA
Year Ended June 30, 2007

Management's Discussion and Analysis

A.

The statement of net assets presents information on all of the City'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 assets and
liabilities 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
City is improving or weakening.

The statement of activities presents information showing how the government's
net assets changed during the most recent fiscal year. All changes in net assets
are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some itlems that will only result in cash flows in
future fiscal periods {e.g., uncollected taxes).

The government-wide financial statements further assist the reader in their evaluation by
distinguishing functions of the City into:

Governmental activities that are principally supported by taxes and
intergovernmental revenues, and

Business-lype activities from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's
financial position. The following table provides a summary of the City's net assets for the
current year as compared to the prior year. For a more detailed analysis, see the Statement
of Net Assets on Statement A of this report.

2007 2006 Change % Change
Assels
Current and Other Assels $ 6,750,253 $ 5562563 § 1,876,620 21.35%
Capital Assets 12,413,000 12,863,812 {450,912} -351%
Total Assets 19,163,253 18,426,475 736,778 4.00%
Liabilities
Current Liabilities 465,418 538,738 (73,321) -13.61%
Long-Term Debt 972,540 1,294,348 {321,858} -24.87%
Total Liabilities 1,437,958 1,833,137 (395179 -21.56%
Nel Assets
Invested in Capital Assets 11,477,000 11,592,539 {115,539) -1.00%
Restricted Net Assets 575,965 659,407 (83,442} -12.65%
Unrastricted Net Assets 5,672,330 4,341,392 1,330,938 30.66%
Total Net Assets § 17725295 % 16593338 § 1,131957 6.82%




CITY OF PONCHATOULA, LOUISIANA

Year Ended June 30, 2007

Management’s Discussion and Analysis

The City's assets exceeded its liabilities at the close of the most recent fiscal year by
$17.725,295 (net assets), an increase of $1,131,857 from last year. Of the total amount,
$5,672,330 are unrestricted net assets. The City's net assets are comprised of $10,206,933
from Governmental Activities and $7,518,362 from Business Type Activities as shown on
Statement A.

By far the largest portion of the City's net assets (64.75 percent) reflects its investment in
capital assets (e.g., land, buildings, machinery & equipment, vehicles, City infrastructure,
efc.,) less any related debt used to acquire those assets that is still outstanding. The City
uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City's investment in its capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to
liguidate these liabilities.

An additional portion of the City's net assets (3.25 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of
$5,672,330 unrestricted net assets may be used to meet the government's ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior five
fiscal years.

To further understand what makes up the changes in net assets, the following table provides
a summary of the results of the City's operating activities for the current year as compared to
the prior year. An analysis of the primary sources of these changes follows the table. For a
more detailed analysis, see the Statement of Activities on Statement B of this report.

2007 2006 Change % Change
Revenues
Program Revenues
Charges for Services 3 1,705,211 $ 1,684,260 $ 20,851 1.24%
Grants 528,105 1,263,811 {725,706) -57.88%
General Revenues
Taxes 3,538,009 3,257,208 280,891 8.62%
Cther 1,112,671 930,790 181,881 19.54%
Total Revenues 6,884,086 7,126,069 (241,983) -3.40%
Expenses
Govemimental Activities 4,609,249 4,100,800 508,349 12.40%
Business-Type Activities 1,142,880 1,545,975 {403,095) -26.07%
Total Expensas 5,752,129 5,646,875 105,254 1.86%
Change in Net Assets 1,131,957 1,479,194 (347.237) -2347%
Net Assats, Baginning of Year 16,593,338 15,114,144 1,478,184 9.79%
Net Assets, End of Year $ 17,725,285 $ 165937338 $ 1,131,957 6.82%




CITY OF PONCHATOULA, LOUISIANA,
Year Ended June 30, 2007

Management’'s Discussian and Analysis

The City's revenue from charges for services increased by $20,851 or 1.24%. This increase
came mainly from public works, water, & sewer. There was an increase in revenues for
public works by $29,505, water by $11,376 and sewer by $34,598. There was a decrease in
public safety by $20,602, cemetery by $3,600 and general government by $30,326.

Operating grants increased by $37,791. This increase was mainly due to intergovernmental
revenues of $205,042. Taxes increased by $280,891 mainly as a result of sales taxes
increasing by $256,695.

Governmental Activities

The Governmental Activities of the City include General Govemment, Public Safety, Public
Works, Cemetery, Culture & Recreation, Community Development and Miscellaneous
Programs. Sales taxes, property taxes, franchise taxes, licenses, permits and fines fund
most of these governmental activities.

Here we show the City's expenditures related to those functions typically associated with
governments. in the chart below, General Government includes the following departments:
Legislative (City Council), Judicial, Executive, Financial, Building and olher General
Administration. Public Safety encompasses the Police and Fire departments. Public Works
is made up of the Street and Sanitation departments. Culture and Recreation contain the
City's parks as well as Community Center activities. Cemmunity Development consists of
Main Street and the Industrial Park.

Governmental Expenditures

Amount Percentage
General Government $ 812,627 19.80%
Public Safety 1,835,093 41.98%
Public Works 1,416,307 30.73%
Cemetery 44,217 0.96%
Culture znd Recreation 217,984 4.73%
Community Develcpment 53,156 1.15%
Miscellaneous Programs 14,206 0.31%
Interest on Long-Term Debt 15,659 0.34%
Total Governmental Activities 3 4609249 100.00%
Community Development Miscelaneous Programs
1% 0%
Culturt d Recreath -Te
ulture ans% ECri on _\\\\‘m /',/‘——‘/__H Interest Ol:f;eﬁng Term
0%
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1% General Government

20%

Puklic Works
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42%



CITY OF PONCHATOULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis -

General revenues are those available for the City to use to pay for the governmental
activities described above.

General Revenues

Amount Percentage
Property Taxes 5 571,859 12.47%
Sales Taxes 2,966,240 64.70%
Franchise Fees 226,811 4.95%
Licenses and Permits 561,300 12.24%
Investment Earnings 222 553 4.85%
Loss on Disposition of Assets (5,703) -0.12%
Miscellaneous 41,500 0.91%
Total General Revenues § 4584560  __ __ 100.00%
Loss on Disgosilion of
Assols - Miscellanecus
2% e 1%

A !

NG

5% . R T
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Sales taxes are the largest revenue source for the City comprising 64.70% of total
governmental revenue. Property taxes are the second largest revenue source for the City
accounting for 12.47% of total governmental revenue. For the year ended June 30, 2007,
taxes of 16.52 mills were levied on property inside of the City limits. An original 10-mill tax
was passed in 1990 to be used for police pay, fire pay and to purchase equipment for both
departments.

2007 2006

Taxes__l._g\._'i_gd Mills Taxes Levied Mills

General Func Millage 3 224,168 6.52 $ 211,518 6.52
Police Millage 206,290 6.00 194,548 6.00
Fire Millage 68,763 2.00 84,883 2.00
Equipment Millage 68,763 2.00 64.883 2.00

Total Property Taxes

Levied $_ 567,984 16.52 $..535932 16.52




CITY OF PONCHATOQULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

Business-Type Activities

The Business-Type Activities of the City are those that the City charges a fee to customers
to help it cover all or most of the cost of certain services it provides. The City's water and
sewer departments are reported here.

Operating Revenues

Water Sewer
Fiscal Year Ended June 30, 2007 $ 313,037 $ 860,241
Fiscal Year Ended June 30, 2006 301,661 825,643
Increase Between Years $ 11,376 _$ 34598
Qperating Expenses
Water Sewer
Fiscal Year Ended June 30, 2007 $ 355,802 $ 755,786
Fiscal Year Ended June 30, 2006 314,011 1,204,134
Increase {Decrease) Between Years $ 41791 $ (448.2349)

2. 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 iocal
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.

A

Governmental funds are used to account for most of the City's basic services and
are reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on how money flows into and out
of those funds, and the balances left at year-end that are available for spending.
These funds are reported using modified accrual accounting, which maasures
cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City's
general government operations and the basic services it provides. Governmental
fund information helps you determine whether there are more or fewer financia!
resources that can be spent in the near future to finance the City's programs.




CITY OF PONCHATOULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

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 government 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 short-term financing decisions. Both the governmental fund
batance sheet and the governmental fund statement of revenues, expenditures
and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities. These
reconciliations are located on Statements D and F.

The City maintains eleven individual governmental funds. Information is
presented separately in the govemmental fund balance sheet and in the
governmental fund statement of revenues, expenditures and changes in fund
balances for the Generai Fund, 1965 Sales Tax Fund, and 1982 Sales Tax
Funds, which are considered to be major funds. Data from the other
governmental funds (Mausoleum Trust Fund, Fireman Pay Millage Fund,
Policeman Pay Millage Fund, Equipment Millage Fund, 2002 LCDBG Housing
Rehabilitation Fund, 1898 Sales Tax Sinking Fund, 2003 Series ST Bond Sinking
Fund and Cemetery Endowment Fund) are combined into a single, aggregated
presentation. These basic governmental fund financial statements can be found
on Statements C and E of this report. The summary of the non-major funds is
found on Schedules 4 and 5.

Financial Analysis of the Governmental Funds

As of the end of the current fiscal year, the City's governmental funds reported
combined ending fund balances of $4,988,403, an increase of $1,137,496 from
June 30, 2006. In the General Fund, the unreserved fund balance is $1,380,642
as is shown in Statement C.

At June 30, 2007, the City has fund balances of $1,411,387 and $1,407,7%4 in
each of the Sales Tax Funds to provide for unforeseen future emergencies such
as natural disasters, decrease in economic conditions, emergency capital outlay
requirements and other similar conditions.

The amounts in the Police and Fire Department Millage funds have been
designated by public election to be used only towards salaries in these
departments. The total amount collected this fiscal year will be transferred to the
General Fund in the next fiscal year to pay a portion of the total salaries of the
City's police and firemen. In addition, monies in the Equipment Millage Fund are
only to be spent on equipment for the police and fire departments.

10




CITY OF PONCHATOULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

The reserved fund balance in governmental funds in the amount of $244 343
indicate that these funds are not available for new spending because they have
already been committed for debt service. The debt service funds' total fund
balance is reserved for the payment of debt and the Cemetery Endowment
Fund’s total fund balance is reserved for care of the cemetery.

Fund Balance in the City's Major Funds:

General 1965 Sales 1982 Sales
Fund Balance Date Fund Tax Fund Tax Fund
June 30, 2007 $ 1,380,642 S§ 1,411,387 § 1,407,794
June 30, 2006 1,018,469 989,948 1,112,114

Increase in Fund Balance § 361173 § 421430 $ 295680

Individual fund data for each of the nonmajor governmental funds is provided in
the form of combining statements in the Supplemental Information portion of this
report, beginning on Schedule 4.

Proprietary Funds - Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its Water and Sewer
departments. Proprietary funds provide the same type of information as the
government-wide financial statements, only in more detail. The proprietary fund
financial statements provide separate information for the Water and Sewaer
departments, which are considered to be major funds of the City. The basic
proprietary fund financial statements can be found on Statements G, H and I.

3. NOTES TO FINANCIAL STATEMENTS

The notes to the financial statements provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statement can be found on the pages indicated in the table of

contents.

4. OTHER SUPPLEMENTARY INFORMATION

In addition to the basic financial staterments and accompanying notes, this report also
presents certain required supplementary information. Required supplementary information
can be found beginning on Schedule 1 of this report.

A.

Budgetary Comparison Schedule - The City adopts an annua! appropriated
budget for its general fund, two sales tax funds, and millage funds for police and
fire department pay, as well as for equipment for both departments. A budgetary
comparison statement has been provided for the City’s major funds to
demonstrate compliance, beginning on Schedute 1.

11




CITY OF PONCHATOULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

B. Significant variations from the general fund’s original budget amounts and final
budget amounts are as follows:

s Taxes were increased by $264,050 because of higher than originally
expected sales tax collections. Intergovernmental Revenues decreased by
$466,398 because of decreased grant income.

s Community Development expenditures decreased by $335,894. This was
due to delaying certain expenses for community development until [ate 2007.
Originally, $300,000 was budgeled to resolve certain retirement system
issues. However, these expenses were also delayed until fate 2007,

There were na significant variations between the general fund’s final budget amounts and
actual amounts.

Supplemental Information
Combining statements of the non-major Governmental Funds - Special Revenue
(Mausoleum Trust Fund, Fireman Pay Millage Fund, Policeman Pay Millage Fund,
Equipment Millage Fund, 2002 LCDBG Housing Rehabilitation Fund, and Cemetery
Endowment Fund) and Debt Service Funds {1998 Sales Tax Sinking, 2003 Series ST Bond
Sinking) have been provided beginning on Schedule 4.
Capital Asset and Debt Administration
1. Capital Assets
The City's investment in capital assets, net of accumulated depreciation, as of
June 30, 2007 in its governmental activities is $5,634,843 and in business-type activities
is $6,778,157 which totals $12,413,000 for the City. This investment in capital assets
includes land, buildings and systems, improvements, machinery and equipment, park
facilities, roads, highways and bridges. The total decrease in the City's investment in
capital assets for the current fiscal year was $304,045 for governmental activities and a
$161,708 decrease for business-type activities.
Major capital asset additions during the current fiscai year included the following:
A. Infrastructure was added at a cost of $21,700.
B. Vehicles and Equipment were added at a cost of $142,400.
C. Computers were increased by 7,400.

Additional information on the City's capital assets can be found in Note 6.

12




CITY OF PONCHATQULA, LOUISIANA
Year Ended June 30, 2007

Management’s Discussion and Analysis

2. Long-Term Debt

At the end of the current fiscal year, the City had total debt outstanding of $1,070,000.
Of this amount, $175,000 comprises a Certificate of Indebtedness payable from a pledge
of the excess revenues of the General Fund, $238,0C0 payable from a pledge of the
City’s 1982 1% Sales and Use Tax, and $657,000 payable from a pledge of the City’s
sewer revenues.

The City's total debt decreased during the current fiscal year in the amount of $329,373
made in principal payments toward the outstanding debt.

Additional information on the City's long-term debt can be found in Note 10.
Economic Factors and Next Year's Budget
The following factors were considered in preparing the City's budget for the 2007 fiscal year:

Again, as in the past, sales tax collections are the City's largest revenue source. In
reviewing FY 2007's collections, it was noted that overall receipts exceeded the budget
projection by more than $100,000. Inasmuch, this years' projected collections were
increased.

The City expects several grants to be funded in early 2008 for various public works
projects. These projects include sidewalk improvements, tree planting, sewer
improvements and the purchase of equipment.

During the budget planning process, funds have been designated for certain capital
outlays. Those outlays include setting aside funds for a new fleet of police vehicles as
well as improvements to our sewer ang water infrastructure.

The City plans to continue work on its comprehensive planning program as funded by
the Louisiana Division of Adminisiration. Additional personnel are also anticipated for the
Building Official's office in order to keep up with the enforcement of present ordinances.

The City has retained a consultant to evaluate its business operations. The goal is to
establish better and more efficient operations in all City departments.

Requests for Information

This financial report is designed to provide a general overview of the City's finances for all
those with an interest in the government's finances. Questions concerning any of the
information provided in this report or reguests for additional financial information should be
addressed to Cheryl Hoover, Finance Manager, 125 West Hickory Street, Ponchatoula,
Louisiana, 70454,

13




BASIC FINANCIAL STATEMENTS
GOVERNMENT-WIDE FINANCIAL STATEMENTS



Statement A
CITY OF PONCHATOULA, LOUISIANA
Statement of Net Assets
June 30, 2007
Governmental Business-Type
Activities Activities Total
Assets
Cash and Cash Equivalents $ 3,605,751 $ 539,050 $ 4,144,801
nvastments 646,340 202,023 848,363
Receivablies, Net 503,548 102,218 695,764
Due from Other Governments 80,885 - 80,865
Internal Balances (97,742) 97,742 -
Restricted Cash and Cash Equivalents 130,898 448,367 578,265
Restricted [nvestments 113,445 267,995 381,440
Prepaid Assels 11,142 - 11,142
Capital Assets, Net 5,634,843 6,778,157 12,413,000
Other Assels - 8,613 B,613
Total Assets 10,719,088 8,444,165 19,163,253
liabiltties
Accounts Payable 51,397 11,198 62,595
Accrued Uabilitles 44 445 8,865 51,310
Accrued Interest Payabie 3,313 13,200 16,613
Public Improvement Bonds
Due Within Year 116,000 - 116,000
Due in More than One Year 122,000 - 122,000
Certificate of Indebtedness
Due Within Year 85,000 - 85,000
Pue in More than One Year 90,000 - 80,000
Revenue Bonds
Due Within Year - 134,000 134,000
Due in More than One Year - 523,000 523,000
Utility Meter Deposits - 237,540 237,540
Total Liabilities 512,155 925,803 1,437,958
Net Assets
Invested in Capital Assets, Net of
Related Debt 5.221,843 6,255,157 11,477,000
Restricted For:
Cemetery Endowment 122,121 - 122,121
Debt Service 122,222 323,818 446,040
Meter Deposits - 7,804 7,804
Unrestricted Net Assets 4,740,747 931,583 5,672,330
Total Net Assets $ 10,206,933 $ 7.518,362 § 17,725,295

The accompanying notes are an integral part of these financial statements.

15




Statement B
CITY OF PONCHATOULA, LOVISIANA
Statement of Activities
Year Ended June 30, 2007

Nat (Expense) Revenue and

Program Revenues Changes in Net Assels
Operating
Charges for Grants and  Governmental Business-Type
Functions / Programs Expenses Services Contributions ___ Activitias Activities Total
Governmenta! Activities
General Governmeni 5 912827 3 - $ 45,502 $ (867125 % - $ (857,125)
Public Safety 1,935,093 136,807 159,539 (1,638,747) - (1,638,747)
Public Works 1,416,307 395,126 323,064 (69B,117) - (698,117)
Cameltery 44,247 - - {44,217) . (44.217)
Culture ang Recreation 217,984 - - (217,584) - (217,984)
Community Develcpment 53,156 - - {53,156) - {53,158}
Miscellaneous Programs 14,206 - - {14,206) - {14,208}
Interest on Long-Term Debt 15,659 - - {15.659) - {15,659}
Total Governmental Activitias 4,609,249 531,833 528,105 (3,549,211) - (3,549,211)
Business-Type Activitios
Water 355,802 313,037 - - {42,765) (42,765)
Sewer 755,786 860,241 - - 104,455 104,455
Interest on Long-Term Debt 31,202 . - - {31,282) {31.292)
Total Business-Type Actlvities 1,142,880 1,173,278 - - 30,398 30,368
Tatal £ 5752129 5 1705211 % 538105 (3,549,211) 30,388 {3,518,813)
Ganeral Revenyes
Taxes
Propetty Tax 571,850 - 571,859
Sales Tax 2,968,240 - 2,986,240
Franchise Fees 226 811 - 226,81
Licenses and Permits 561,300 - 561,300
Investment Earnings 222553 86,210 288,763
Loss on Disposition of Assets (5,703) - {5.703)
Miscellzneous 41,500 - 41,500
Taotal General Revenues and Transfers 4,584,560 86,210 4,650,770
Change in Net Assets 1,035,349 95,608 1,131,957
Net Assels, Beginning of Year 4.174 584 7421754 15,593,338
Net Assets, End of Year § 10,206,933 § 7.518,362 $ 17,725,205

The accompanying notes are an integral part of these financial statements,
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CITY OF PONCHATOULA, LOUISIANA
Balance Sheet
Governmental Funds

Statement C

June 30, 2007
Special Revenue
1865 1982 Nonmajor Total
General Sales Tax Sales Tax Governmental  Governmental
Fund Fund Fund Funds Funds
Assets
Cash and Cash Equivalents $ 1,270,743 5 901483 § 918727 $ 636,710 § 3,736,648
Investments 102,802 262,985 242128 151,870 759,785
Recsivalles, Net
Franchise Taxes 40,764 - - - 40,764
Sales Taxes - 248,555 248,555 - 497 110
Garbage Collection Fees 29,318 - - - 29,318
Other Receivables 26,354 - - - 26,354
Que from Other Funds 30,653 - - - 30,653
Due from Othar Govemments 80,865 - . - 80,365
Prepaid Assets 11,142 - - - 11,142
Total Assets $ 1601647 § 1413003 $ 1,400410 $ 788,580 § 5,212,640
Liabilities and Fund Balances
Liabilities
Accounts Payable $ 48,185 9§ 1616 § 1,616 ] - 5 51,3¢7
Accrued Liabilifies 44 445 - - - 44 445
Due to Other Funds 128,395 - - - 128,385
Tota) Liabilities 221,005 1,616 1,616 - 224 237
Fund Balances
Reservad for Debt Service - - - 122,222 122,222
Reserved for Cemetery Endowment - - - 122121 122124
Unreserved, Reported in:
General Fund 1,380,642 - - - 1,380,642
Special Revenue Fund - 1,411,387 1,407,794 544,237 3,363,418
Total Fund Balances 1,380,642 1,411,387 1,407,794 788,580 4 .988 403
Total Liabilities and Fund Balances $ 1601647 S 1,413003 § 1,409,410 $ 788,580 $ 5212640
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CITY OF PONCHATOUILA, LOUISIANA

Reconciliation of the Governmental Fund Balance Sheet fo the
Government-Wide Staterment of Net Assels

Year Ended June 30, 2007

Statement D

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

Fund Balances - Total Govemmental Funds

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

Governmental Capital Assets
less: Accumuilated Depreciation

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

Accrued Interest on Bonds
Public Improverment Bonds
Certificate of Indebtedness

Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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(3.313)
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CITY OF PONCHATOULA, LOUISIANA

Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Funds
Year Ended June 30, 2007

Special Revenue

Statement E

1965 1982 Nenmajor Total
General Sales Tax Sales Tax Governmental  Governmental
Fund Fund Fund Funds Funds
Revenues
Taxes
Property Taxes $ 22p884 § - % - $§ 395 $ 571,859
Sales Taxes - 1,483,120 1,483,120 - 2.966,240
Franchise Fees 225,611 - - - 226,811
Licenses and Permits 561,300 - - - 561,300
Intergovernmental Revenue 205,042 - - - 205,042
FEMA Reimbursements 323,084 - - - 323,064
Fines ana Forfeitures 138,807 - - - 136,807
Saniation Service Fees 395,126 - - - 395,126
Interest income 84,011 55,692 47,039 35811 222,553
QOther Revenues 40,800 - - 700 41,500
Tota) Revenues 2,202,845 1,538,812 1,530,159 378,486 5,650,302
Expenditures
Current;
General Government 838,270 11,176 11,176 2,241 883,863
Public Safety 1,840,049 - - 51,565 1,891,814
Pubiic Works 1,252 891 - - - 1,252,891
Cemetery 44 130 - - - 44,130
Culture and Recreation 204,759 - - - 204,759
Community Development 15.790 - - 15,750
Miscellaneous Programs 22,202 - - - 22,202
Debt Service
Principal 7,373 - - 164,000 201,373
Interest 368 - - 15,816 16,184
Total Expenditures 4,226 832 11,176 11,176 263,622 4,512,808
Excess (Deficiency) of Revanues .
Over Expenditures (2,023.987) 1,527,636 1,518,983 114,864 1,137,496
Other Financing Sources {Uses)
Transfers In 2,479,000 - 697 212,340 2,692,037
Transfers Qut {93,840) (1,106,197} (1,224,000) (268,000} (2,692,037)
Total Other Financing Sources {Uses) 2,385,180 (1,106,197) (1,223,303} (55.660) .
Changes in Fund Balances 361,173 421,439 295,680 59,204 1,137,466
Fund Balances, Baginning of Year 1,015,469 989,948 1,112,114 729,376 3,860,907
Fund Balances, End of Year § 1320642 & 1411387 % 1,407,794 § 788,580 § 4588403
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The accompanying notes are an integral part of these financial statements,



CITY OF PONCHATOULA, LOUISIANA

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balance to the Government-Wide
Statement of Activities

Year Ended June 30, 2007

Statement F

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

Changes in Fund Balances - Total Governmental Funds

Govemmental funds report capital outlays as expenditures; however, in the
Statement of Activifies, the cost of those assets is allocated over their
estimated useful lives through depreciation expense. This is the amount by
which depreciation charged exceeded capital outlay in the current period.

The net effect of vanious miscellaneous transactions involving capital assets
(i.e. sales, trade-ins, and donations)

Change in Accrued Interest
Repayment of bonds, certificate of indebtedness and capital lease obligations
is an expenditure in the governmental funds but the repayment reduces

long-term liabilities in the Statement of Net Assets.

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements,
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CITY OF PONCHATOULA, LOUISIANA
Statements of Net Assels

Proprietary Funds

June 30, 2007 and 2006

Statement G

Business-Type Activilies Total
Enterprise Funds {Memorandum Only)
Assats Water Sewer 2007 2006
Current Assets
Cash and Cash Equivalents § 5393050 % - $ 538305 $ 39,685
Invesiments 202,023 - 202,023 184,951
Accounts Receivable, Net 28,645 73,573 102,218 101,952
Dua from Cther Funds - 168,731 168,731 467,834
Total Current Assets 769,718 242,304 1,012,022 804,422
Non-Current Assets
Restricted Assets
Cash and Cash Equivalents
Water Fund - Meter Depaosit 43,073 . 49,073 37.376
Sewer Fund - Revenue - 292,012 292,012 395,385
Sewer Fund - Sinking . 54,575 54,575 51,458
Sewer Fund - Renewal & Replacement - 52,701 52,701 50,010
Investments
Water Fund - Meter Deposit 196,265 - 196,265 186,291
Sewer Fund - Revenue - 71,730 71,730 68,085
Total Restricted Assets 245,344 471,018 716,362 788,615
Capital Asseis
Property, Plant and Equipment, at Cast 2,889,905 7,631,316 10,521,221 10,418,551
Less: Accumulated Depreciation (1,168,411) {2,667,076) (3,835,487) {3,589,350)
Land 89,253 3,170 52,423 95,423
Tolal Capital Assets 1,810,747 4,967,410 8,778,157 6,925,024
Other Assets
Bond Issuance Costs - 15,558 15,559 15,559
Less: Accumulated Amortizatian - {6,946) (6,946) {5,104)
Total Other Assets - 8,613 8,613 10,455
Total Assets $ 2825809 $ 5689345 § 85151454 § B,528516

The accompanying notes are an integral part of these financial statements.
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CITY OF PONCHATOULA, LOUISIANA
Statements of Net Assets

Proprietary Funds

June 30, 2007 and 2006

Statement G {Continued)

Business-Type Activitias Total
Enterprise Funds {Memorandum Only)
Liabilities Water Sewer 2007 2006
Current Liabilities
{Payable from Current Assets)
Accounts Payable $ 2852 § 83146 § 11,198 § 11,198
Accrued Liabilities 3,270 3,595 6,865 8,827
Due to Other Funds 70,989 - 70,989 69,316
Total Current Liabilities
{Payable from Current Assets) 717,11 11,941 89,052 89,141
Current Liabilities
(Payable from Restricted Assets)
Meter Deposits 237,540 - 237,540 224,388
Revenue Bonds . 134,000 134,000 128,000
Accrued [mterest - 13,200 13,200 3,221
Total Current Liabilities
(Payable from Restricted Assets) 237,540 147,200 384,740 350,621
Long-Term Liabllities
Revenue Bonds Payable - 523,000 523,000 657,000
Total Long-Term Liabilities - 523,000 523,000 657,000
Total Liabilities 314,651 682,141 996,792 1,108,762
Net Assets
mvested in Capital Assets, Net of
Related Debt 1,810,747 4,444,410 6,255,157 6,268,024
Restricted For:
Debt Sepvice - 323,818 323,818 428,725
Meter Deposits 7,804 - 7,804 -
Unrestricted Net Assets 692,607 238,976 931,583 725,005
Total Net Assets $ 2511158 $ 5007204 § 7,518362 $ 7421754

The accompanying notes are an integral part of these financial statements.
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CITY OF PONCHATOULA, LOUISIANA

Staternents of Revenues, Experises and Changes in Net Assets

Proprietary Funds
Years Ended June 30, 2007 and 2006

Statement B

Business-Type Activities Total
Enterprise Funds (Memorandum Only)
Water Sewer 2007 2006
Operating Revenues
Charges for Services $ 30,296 § 8513 $ 1161617 § 1,114,679
Connaction Fees 2,741 - 2,741 525
FEMA Reimbursements - - - 589,155
Inspection Fees - 8,320 8,920 12,100
Total Operating Revenues 313,037 860,241 1,173,278 1,716,459
Operating Expenses
Salaries and Employee Benafits 129,568 120,955 250,523 261,786
Supplies 39,034 15,518 54,552 38,266
Professional Fees 5,500 5,650 11,150 11,000
Repairs and Maintenance 64,413 172,918 237,31 158,016
Vehicla Expense 7,400 7153 14,553 12,676
Utilities and Telephore 38,949 92,030 130,979 91,778
Depreciation and Amortization 56,025 181,955 247,980 254,590
Environmental Testing - 26,775 26,775 15433
Insurance 8,946 6,059 15,005 8,071
Bad Debts - 3,226 3,226 7,214
Hurricane Katrina Repairs . 112,694 112,694 844 131
Miscellaneous 5,967 853 €,820 15,288
Total Operating Expenses 355,802 755,786 1,111,588 1,518,145
Operating (Loss) Income {42,765) 104,455 64,690 198,314
Non-Operating Revenues (Expenses)
Investment [nterest 36,055 28,393 64,454 43,414
Interest Expense - (31,292) (31,292) {27,830)
Change in Fair Market Value of Investments 1,756 - 1,756 -
Total Non-Operating
Revenues (Expenses} 37,811 {2,893} 34,918 15,584
Changes in Net Assets {4,954) 104,562 96,608 213,898
Net Assets, Beginning of Year 2,516,112 4,905,642 7,421,754 7,207,858
Nat Assets, End of Year $ 2511158 8§ 5007284 $§ 7518362 § 7421754

The accompanying notes are an integral part of these financial statements.
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CITY OF PONCHATOULA, LOUISIANA
Statemants of Cash Flows
Proprietary Funds

Years Ended June 30, 2007 and 2006

Statement |

Business-Type Activities Total
Enterprise Funds {Memorandury Only}
Water Sewer 2007 2006
Cash Flows from Operating Activities
Receipts from Customers and Users § 332567 5 650,361  $1,182,928  $1,126,100
Payments to Suppliers {170,208) {438,650) (609,858) (994,560)
Payments to Employees {126,298) {125,987) (252,285) {261,787}
Federai Emergency Management Agency Reimbursements - - - 589,155
Net Cash Provided by Operating Activities 36,060 284,724 320,784 458,908
Cash Flows from Non-Capital Financing Activities
New Interfund Borrowings from Other Funds 538,823 {238,047) 300,776 {399 430)
Nat Cash Provided by {Used in)
Noncapital Financing Activities 533,823 {238,047) 300,776 (399,430}
Cash Flows from Capital and Related Financing Activities
Purchase of Equipment (84,579) {14,691) (99,270} (99,433)
Principal Paid on Revenue Bends - {128,000) {128,000) {125,000}
Interest Paid on Revenue Bonds - {26,315) (26,315} {29,253}
Net Cash Used in Capital and Related
Financing Acfivities (84,579) {168,006) (253,585} (253,686}
Cash Flows from Investing Activities
Interest Earned on Investments 36,055 28,399 64,454 43414
Change in Fair Market Value of Investments 1,755 - 1,755 -
Sale (Purchase) of Invastments, Net {17,046) {3,645) {20,691) (9,692)
Net Cash Provided by Investing Activitias 20,764 24,754 45518 33,722
Net Increase (Decrease} in Cash and Cash Equivalents 511,068 (97,575} 413,493 (160,488}
Cash and Cash Equivalents, Beginning of Year 77,061 496,863 573,924 734,410
Cash and Cash Equivalents, End of Year $ 588,129 $ 309288 $ 9877 § 573924
Cash and Cash Equivalents Reconclliation
Unrestricted Cash and Cash Equivalents $ 539,050 L1 - $ 539,050 $ 30,685
Rastricted Cash and Cash Equivalents 49,079 399,288 448,367 534,238
Cash and Cash Equivalents, End of Year $ 588129 & 399298 § 937417 § 573924

The accompanying notes are an integral part of these finaricial statements.
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CITY OF PONCHATOULA, LOUISIANA
Statements of Cash Flows {Continued)
Proprietary Funds

Yoars Ended June 30, 2007 and 2006

Statement | {Continued)

Business-Type Activities Totai
Enterprise Funds {Memorandum Only)
Water Sewer 2007 2006

Reconciliation of Operating (Lass) Incoma to Net Cash
Provided by Operating Activities:
Operating (Loss) income
Adjustments to Reconcile Operating {Loss) Incame to Net Cash
Provided by Cperating Activities
Depreciatian ane! Amartization
Bad Debt Expense
Changes i Assets and Liabilities:
Decrease (Increase) in Accounts Recelvable
Increase {Decrease) in Accrued Liabilities
increase in Customer Deposits

Net Cash Provided by Operating Activities

Supplemental Information;
interest Paid

$ (42,765) § 104,455

$ 6169 § 198314

58,025 191,365 247,980 254,590
. 3,228 3,226 7,210
6,388 {9,680) {3,492) (21,208)
3,270 (5,032) (1,762) -
13,142 - 13,142 20,002

§ 36060 § 28472

$ 320,784 § 458,608

L] - $ 288

$ 26315 § 20253

The accompanying notes are an integral part of these financial statements.
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Introduction

The City of Ponchatoula, Louisiana (the City) was first incorporated on February 12, 1861. Upon
the City's acceptance of the provisions of Act 136 enacted on July 28, 1898, it became
governed under the Lawrason Act. The City operates under a Mayor-City Councit form of
government. The Mayor is elected for a four-year term. The City Council consists of five
council members, each elected from a separate district in the City and each serving a four-year
term of office. The Mayor and each member of the City Councit are compensated for their
service to the City, The City is located north of New Orleans, Louisiana, and east of Baton
Rouge, Louisiana, at the intersections of Interstate Highway 55 and Interstate Highway 12. The
population of the City, according to the most recent census taken in 2000, is 5,180. The current
number of commercial and residential utility customers served is 2,682. The City provides the
following services: public safety (police and fire), streets, drainage, sanitation, culture/recreation,
public improvements, planning and zoning, and general and administrative services. Other
services include water and sewer utilities. The City presently maintains 36 miles of roads and
streets. The City has 55 full-time employees,

The accounting and reporting policies of the City conform to generally accepted accounting
principles as applicable to governments. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. Such accounting and reporting procedures alse conform to the
requirements of Louisiana Revised Statutes 24:517 and to the guidance set forth in the
Louisiana Municipal Audit and Accounting Guide, and to the industry audit guide, Audits of State
and Local Governmental Units.

Note 1. Summary of Significant Accounting Policies

Financial Reporting Entity

Section 2100 of the GASB Codification of Governmental Accounting and Financial Reporting
Standards (GASB Codification) established criteria for determining the governmental reporting
entity and component units that should be included with the reporting entity. For financial
reporting purposes, in conformance with GASB Caodification Section 2100, the City includes all
funds which are controlled by or dependent on the City, which was determined on the basis of
oversight responsibility, including acceountability for fiscal and budget maiters, designation of
management or governing authority, and authority to issue debt. Certain units of local
government over which the City exercises no oversight responsibility, such as the parish
council, parish school board, other independently elected officials, and other municipalities
within the parish, are excluded from the accompanying financial statements. These units of
government are considered separate reporting entities and issue financial statements separate
from those of the City.

Management's Discussion and Analysis

GASB Statement No. 34 requires that financal statements be accompanied by a narrative
introduction and analytical overview of the government's financial activities in the form of
"Management's Discussion and Anzalysis” (MD&A). This analysis is similar to the analysis the
private sector provides in their annual reports.
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Government-Wide Financial Statements

The reporting model includes financial statements prepared using full accrual accounting for all
of the government's activities. This approach includes not just current assets and liabilities
(such as cash and accounts payable), but also capital assets and long-term liabilities (such as
buildings and infrastructure, including bridges and roads, and general obligation debt). Accrual
accounting also reports all of the revenues and cost of providing services each year, not just
those received or paid in the current year or soon thereafter.

Statement of Net Assets

The Statement of Net Assets is designed to display the financial position of the primary
government (governmant and business-type activities) and its discretely presented component
units. Governments report all capital assets, including infrastructure, in the government-wide
Statement of Net Assets and report depreciation expense - the cost of "using up” capital assets
- in the Statement of Activities. The net assets of a government are broken down into thres
categories: 1) invested in capital assets, net of related debt; 2) restricted; and 3) unrestricted.

Statement of Activities

The government-wide Statement of Activities reports expenses and revenues in a format that
focuses on the cost of each of the government's functions. The expense of individual functions
is compared to the revenues generated directly by the function {for instance, through user
charges or intergovemmental grants).

Budgetary Comparison Schedules

Demonstrating compliance with the adopted budget is an important component of a
government's accountability to the public. Many citizens participate in ane way or another in the
process of establishing the annual budgets of state and local governments, and have a keen
interest in following the actual financial process of their governments over the course of the
year. Many governments revise their budgets over the course of the year for a variety of
reasons. As a result, the City's original budget is shown along with the comparison of the final
budget and actual results.

As required by the accounting principles generally accepted in the United States eof Amearica,
these financial statements present the primary government and its component units, entities for
which the government is considered financially accountable. Blended component units,
although legally separate entities are, in substance, part of the government’s operations and so
data from these units are combined with data of the primary government. The City has no
component units.

Government-Wide and Fund Accounting

The basic financial statements include both govermment-wide (based on the City as a whole)
and fund types (the total of all funds of a particular type). Under the current reporting model, the
focus is on either the City as a whale, or major individual funds {within the fund financial
statements). Both the government-wide and fund financial statements {(within the basic financial
statements) categorize primary aclivities as either governmental or business-type.
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Government-Wide and Fund Accounting (Continued)

In the government-wide Staternent of Net Assets, both the governmental and business-type
activities columns (a) are presented on a consolidated basis by column, and (b} are reflected,
on a full accrual, economic resource basis, which incorporates long-term assets and receivables
as well as long-term debt and obligations. The City, generally, first uses restricted assets for
expenses incurred for which both restricted and unrestricied assets are available. The City may
defer the use of restricted assets based on a review of the specific transaction.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category (public safety, public works, etc.} that are otherwise being supported by general
government revenues (property taxes, sales and use taxes, intergovernmental revenues, elc.).
The Statement of Activities reduces gross expenses (inciuding depreciation} by related program
revenues, operating and capital grants, and contributions. The program revenues must be
directly associated with the function (public safety, public works, etc.) or a business-type activity.
The City does not allocate indirect expenses. The operating grants include operating-specific
and discretionary {either operating or capital} grants while the capital grants column reflects
capital-specific grants.

The governmental fund statements in the fund financial statements are presented on a current
financial resource and modified accrual basis of accounting. These funds are normally
budgeted in this manner. Since the govemmental fund statements are presented on a different
measurement focus and basis of accounting than the government-wide statements'
governmental column, a reconciliation is presented which briefly explains the adjustment
necessary to reconcile funds based on financial statements with the governmental column of the
government-wide presentation.

The City's fiduciary funds are presented in the fund financial statements, by type (private
purpose or agency). Since, by definition, these assets are being held for the benefit of a third
party (other local governments, private parties, etc.) and cannct be used to address activities or
obligations of the government, these funds are not incorporated into the government-wide
statements.

The focus of the reporting model is on the City as a whole and the fund financial statements,
Including the major individua! funds of the governmental and business-type categories, as well
as the fiduciary funds (by category) and the component units. Each presentation provides
valuable information that can be analyzed and compared (between years and between
governments} to enhance the usefutness of the information.

In the fund financial statements, financial transactions and accounts of the City are organized on
the basis of funds. The operation of each fund is considered to be an independent fiscal and
separate accounting entity, with a self-balancing set of accounts recording cash and/cr other
financial resources together with all related liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or
attaining certain objectives in accordance with special regulations, restrictions, or limitations.
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CITY OF PONCHATOULA, L.OUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)
Government-Wide and Fund Accounting (Continued)

Governmental Funds

Governmental funds are used to account for all or most of the City's general activities, including
the collection and disbursement of specific or legally restricted monies, the acquisition or
construction of capital assets, and the servicing of generat long-term debt. Governmental funds
include:

General Fund - The General Fund is the general operating fund of the City. This fund
is used to account for all financial transactions and resources except for those
required to be accounted for in another fund. Revenues are derived primarily from
property and other local taxes, state and federal distributions, licenses, permits,
charges for services, and interest income.

Speciai Revenue Funds - Special Revenue Funds are used to account for the
proceeds of specific revenue sources {other than major capital projects} that are
restricted by legal and regulatory provisions to finance specific activities. The 1965
Sales Tax Fund and 1982 Sales Tax Fund are considered to be major funds. The
Fireman Pay Millage Fund, Policeman Pay Millage Fund, Equipment Millage Fundg,
Mauscleum Trust Fund, and 2002 LCDBG Housing Rehabilitation Fund are
considered to be nanmajor funds.

Debt Service Funds - Debt Service Funds account for resources set aside to pay
interest and principal on long-term debt. The 1998 Sales Tax Sinking Fund and
2003 Series Sales Tax Bond Sinking Fund are considered to be non-major funds for
reporting purposes.

Permanent Fund — Permanent Funds are used to report resources that are legally
restricted to the extent that only earnings, and not principal, may be used for
purposes that support the City’s programs, The Cemetery Endowment Fund is
considered to be a non-major fund for reporting purposes. In prior years, this fund
was reported as an agency fund, however management feels that this fund's
purpose fits the definition of a permanent fund and has chosen to report it as such.

Proprietary Funds

Preprietary Funds are used to account for activities that are similar to those often found in the
private sector. All assets, liabilities, equities, revenues, expenses, and fransfers relating to the
government's business-type activities are accounted for through proprietary funds. The
measurement focus is on the determination of net income, financial position, and cash flows.
Operating expenses include costs of services as well as materials, contracts, personnel, and
dedication. In accordance with Governmental Accounting Standards Board (GASB Statement
No. 20), the City has elected to follow GASB statements issued after November 30, 1989, rather
than the Financial Accounting Standards Board, in accounting for proprietary funds.

31



|

CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)
Government-Wide and Fund Accounting (Continued)

Enterprise Funds - Enterprise Funds are used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises, where the
intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed
primarily through user charges, or (b) where the governing body has decided the
periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control,
accountability, and other purposes. The City's Water Enterprise Fund and Sewer
Enterprise Fund account for the operations of providing water services and sewer
services, respectively.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All government funds, including General, Special Revenue, and Debt
Service Funds, are accounted for using a current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities generally are included on the
balance sheet in the funds statements. Long-term assets and long-term liabilities are included
in the government-wide statements. Operating statements of these funds present increases
(i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financing uses) in net current assets.

The government-wide statements of net assets and statements of activities and all propristary
funds are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of these activities
are either included on the balance sheet or on the statement of fiduciary net assets. Proprietary
fund-type operating statements present increases (i.e., revenues) and decreases (i.e.,
expenses} in total net assets.

The fund financial statements of the General, Special Revenue, Debt Service, and Agency
Funds are maintained and reported on the modified accrued basis of accounting. Under this
method of accounting, revenues are racognized in the period in which they become measurable
and available. With respect to real and personal property tax revenue and other local taxes, the
term "available” is limited to collection within forty-five days of the fiscal year end. Levies made
prior to the fiscal year-end but which are not available are deferred. Interest income is recorded
as earned. Federal and State reimbursement-type grants are recorded as revenue when
related eligible expenditures are incurred. Expenditures, other than accrued interest on long-
term debt, are recorded when the fund liability is incurred.

The statements of net assets, statements of activities, financial statements of the Proprietary
Funds and Fiduciary Funds (except for agency funds) are presented on the accrual basis of
accounting. Under this method of accounting, revenues are recognized when earned and
expenses are recorded when liabilities are incurred without regard to receipt or disbursement of
cash.
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Note 1. Summary of Significant Accounting Policies (Continued)

Budgets and Budgetary Accounting
The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

» The Finance Manager/Payroll Clerk prepares a proposed budget and submits
this budget to the Mayor and City Council no later than fifteen days prior to the
beginning of each fiscal year. The proposed budget for the year ended June 30,
2007 was submitted to the City Council on June 15, 2006.

« A summary of the proposed budget is published and the public is netified that the
proposed budget is available for public inspection. At the same time, a public
hearing is called. The proposed budget for the year ended June 30, 2007, was
published timely in the official journal.

s A public hearing is held on the proposed budget at least ten days after
publication of the call for the hearing. A public hearing was heid on the proposed
budget for the year ended June 30, 2007, on June 30, 2006.

» After the holding of the public hearing and completion of all action necessary to
finalize and implement the budget, the budget is adopted through passage of an
ordinance prior to the commencement of the fiscal year for which the budget is
being adopted. The proposed budget for the year ended June 30, 2007, was
adopted on June 30, 2006.

» Budgetary amendments involving the transfer of funds from one department,
program, or function to another, or involving increases in expenditures resulting
from revenues exceeding amounts estimated require the approval of the City
Council. Budget for the year ended June 30, 2007, was amended on
June 25, 2007, by Ordinance No. 635.

» Budgets for the General and Special Revenue Funds are adopted on a basis
consistent with generally accepted accounting principles (GAAP). Budgeted
amounts are as originally adopted, or as amended by the City Council.

* The budgets are integrated into the accounting system, and the budgetary data,
as presented in the financial statements for all funds with annua!l budgets,
compare the expenditures with the amended budgets. Al budgets are presented
on the madified accrual basis of accounting. Accordingly, the Budgetary
Comparison Schedule for the General and Special Revenue Funds presents
actual expenditures in accordance with the accounting principles generally
accepted in the United States of America on a basis consistent with the legally
adopted budgets as amended. Unexpended appropriations on annual budgets
lapse at the end of each fiscal year,
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Note 1. Summary of Significant Accounting Policies (Continued)

Cash and Investments

Cash includes amounts in demand deposits, interest bearing demand deposits, and money
market accounts. Under state law, the City may deposit funds in demand deposits, interest
bearing demand deposits, money market accounts, or time deposits with state banks organized
under Louisiana law and national banks having their principal offices in Louisiana. Under state
law, the City may invest in United States bonds, treasury notes, or ceriificates. These are
classified as investments if their original maturities exceed S0 days; however, if the original
maturities are 80 days or less, they are classified as cash. Investments are stated at fair value
using published market values.

Allowance for Uncollectible Accounts
The City calculates its allowance for uncollectible accounts using historical collection data and,
in certain cases, specific account analysis.

Shaort-Term Interfund Receivables / Payables

During the course of operations, numerous transactions occur between individua! funds for
goods provided or services rendered. These receivables and payables are classified as due
from/due to other funds on the balance sheet. Short-term interfund loans are classified as
interfund receivables/payables. Interfund receivables and payables between funds within
governmental activities are eliminated in the Statement of Net Assets. Any residual balances
between the governmental activities and business-type aclivities are reported in the
govarnment-wide financial statements as “internal balances”.

Inventory

The City utilizes the “purchase method" of accounting for supplies, whereby expendable
operating supplies are recognized as expenditures when purchased. The City did not record
any inventory at June 30, 2007, as the amount is immaterial.

Restricted Assets

Certain proceeds of enterprise fund revenue bonds, as well as certain resources set aside for
their repayment, are classified as restricted assets on the balance sheet because their use is
limited by applicable bond covenants. Applicable bond covenants include adequacy of (1)}
sewer rates and coverage requirements; {2) annual review of user fees; (3) records, accounts
and annual audit requirements; (4) insurance and fidelity bonds; and (5) various miscellaneous
covenants regarding appointment of engineer, utilization of funds and other provisions.

Assets of the Cemetery Endowment Fund are legally restricted to the extent that only eamings,
and not principal may be used.

When both restricted and unrestricted resources are available for use, it is the City’s policy to
use restricted resources first, then unrestricted resources as they are needed.
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Notes to Financial Statements

Note1. Summary of Significant Accounting Policies (Continued)

Capital Assets

Capital outlays are recorded as expenditures of the General and Special Revenue Funds and
as assets in the government-wide financial statements to the extent the City's capitalization
threshold is met. In accordance with GASB Staternent No. 34, infrastructure has been
capitalized retroactively to 1980. Although an exception exists for |local governments with
annual revenues of less than $10 million, the City bas elected to report its infrastructure
retroactively. Interest incurred during construction is capitalized on a government-wide basis.
Interest attributable to capitalized assets as of June 30, 2007, was immaterial.

Capital outlays of the Proprietary Funds are recorded as fixed assets and depreciated over their
estimated useful lives on a straight-line basis on both the funds basis and the government-wide
basis. All fixed assets are valued at historical cost or estimated historical cost if actual cost was
not available. Donated fixed assets are valued at their estimated fair market value on the date
donated. Infrasiructure is capitalized by estimated using current repiacement cost for a similar
asset and deflating this cost through the use of price indices to the acquisition year. The City
does not capitalize historical treasures or works of art. The City maintains many items and
buildings of historical significance. The City does not require that the proceeds from the sale of
historical treasures or works of art be used to acquire other items for the callection.

Maintenance, repairs, and minor equipment are charged to operations when incurred.
Expenditures that materially change capacities or extend useful lives are capitalized. Upon sale
or retirement of land, buildings, and equipment, the cost and related accumulated depreciation,
if applicable, are eliminated frem the respective accounts and any resuiting gain or loss is
included in the results of operations.

Compensated Absences

The City's policy is to allow employees’ vacation pay based on employee classification and
length of service. Sick leave is provided for by the City but is noncumulative and the
employee’s right to unused sick leave does not vest. Vacation pay is cumulative with any unpaid
amounts paid to employees upon separation from the City's service. The current portions of the
governmental funds' compensated absences liabilities are recorded as accrued liabilities in the
General, Special Revenue, and Enterprise Funds.

Long-Term Obligations

In the government-wide financial statements, debt principal payments of both government and
business-type activities are reported as decreases in the balance of the liability on the
Statement of Net Assets. In the fund financial statements, however, debt principal payments of
governmentai funds are recognized as expenditures when paid.
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Note 1. Summary of Significant Accounting Policies (Continued)
Fund Equity
Government-Wide Statements

Equity is classified as net assets and displayed in three components:

» Invested in capital assets, net of related debt - Consists of capital assets
including restricted capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds, mortgages, notes, or other borrowings
that are attributable to the acquisition, construction, or improvement of those
assets.

» Restricted net assets - Consists of net assets with constraints placed on the use
gither by (a) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments, or {b) law through constitutional provisions or
enabling legislation.

s Unrestricted net assets - All other nel assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt.”

Fund Staternents

Governmental fund equity is classified as fund balance. Fund balance is further
classified as reserved and unreserved, with unreserved split between designated and
undesignated, Proprietary fund equity is classified the same as in the government-wide
statements. See Note 18 for additional disclosures.

Interfund Transactions

Permanent re-allocation of resources between funds of the reporting entity are classified as
interfund transfers. For the purposes of the statement of activities, all interfund transfers
between individual governmental funds have been eliminated.

Sales and Use Taxes

Sales taxes are collected by the Tangipahoa Parish School Board and remitted to the City in the
month following the receipt by the School Board. The School Board receives sales taxes
approximately one month after collection by vendors. Sales taxes collected by the School
Board in June and July (which represent May and June sales) and received by the City in July
and August have been accrued and are recorded as "Accounts Receivable”. The following are
the sales taxes in effect as of June 30, 2007:

« The original 1965 1% sales and use tax passed by the voters is to be used for
extending, acquiring, maintaining, constructing, and improving drainage, streets,
sidewalks, public buildings, fire department stations and equipment, garbage collection
equipment and facilities, and the payment of salaries of certain municipal employees.
There is no expiration date on this sales and use tax.
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Note 1. Summary of Significant Accounting Policies {Continued)
Sales and Use Taxes (Continued)

» The additional 1982 1% sales and use tax passed by the voters is to be used for
extending, acquiring, maintaining, constructing, and improving sewers and sewer
facilities, waterworks facilities, drainage and drain facilities, and for any otnher lawful
corporate purpose of the City. There is no expiration date on this sales and use tax.

The City, through its governing authority, adopted a resolution on February 9, 1995, authorizing
the issuance of $1,725,000 of Public Improvement Bonds and entered into certain covenants in
connection with the security and payment of said bonds. In that resolution, the proceeds of the
1982 1% sales and use tax were irrevocably and irrepealably pledged and dedicated in an
amount sufficient for payment of the bonds authorized and interest, as they become due, and
for other purposes. On August 14, 2003, the City, through its governing authority, adopted
Ordinance No. 591 issuing $617,000 Sales Tax Refunding Bonds, Series 2003, to refund the
original Public Improvement Bonds. Proceeds from the 1982 sales and use tax remain pledged
for the security of the Sales Tax Refunding Bonds, Series 2003, until paid in full in 2009.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Note 2, Stewardship, Compliance, and Accountability

Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
for the general fund and all special revenue funds, except the 2002 LCDBG Housing
Rehabilitation Fund, which was not budgeted. All annual appropriations lapse at fiscal year end.
See Note 3 regarding operating budgets. The City was in compliance with the Local Budget
Act. See Note 1 for the procedures the City follows regarding budgets and budgetary
accounting.

Deposits and Investment Laws and Regulations

In accordance with state law, all uninsured deposits of municipal funds in financial institutions
must be secured with acceptable collateral valued at the lower of market or par. As reflected in
Note 4 regarding cash and cash equivalents, and Note 5 regarding investments, the City was in
compliance with the deposit and investment laws and regulations.

Deficit Fund Equity
As of June 30, 2007, no City funds had deficit fund equities.
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Note 2. Stewardship, Compliance, and Accountability (Continued)
Compliance with Bond and Certificate of Indebtedness Covenants

Compliance with Sales Tax Refunding Bond Covenants
As of June 30, 2007, the City was in compliance with all Sales Tax Refunding Bond Covenants.
See Note 12 for a further discussion of the Sales Tax Refunding Bond Covenants.

Compliance with Sewer Revenue Refunding Bond Covenanis

As of June 30, 2007, the City was in compliance with all Sewer Revenue Refunding Bond
Covenants. See Note 14 for a further discussion of the Sewer Revenue Refunding Bond
Covenants.

Compliance with Certificates of Indebfedness Covenants

As of June 30, 2007, the City was in compliance with all Certificates of Indebtedness
Covenants. See Note 15 for a further discussion of the Certificates of indebtedness Covenants.

Note 3. Operating Budgets

The City did not adopt an operating budget for the 2002 LCDBG Housing Rehabilitation Fund.
Total revenues for this fund for the fiscal year ended June 30, 2007, totaled $-0-. Total
expenditures for this fund for the year ended June 30, 2007, totaled $16.

Note 4. Cash and Cash Equivalents

At June 30, 2007, the City has $4,724,066 (book balance) in interest-bearing demand deposits
as follows:

Government-Wide

Statement of
Net Assets

interest Bearing Deposits $ 4724066

These deposits are stated at cost, which approximates market. Under state Jaw, 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 holding or in a
custodial bank that is mutually acceptable to both parties.
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Note 4. Cash and Cash Equivalents (Continued)

At June 30, 2007, the City has $4,671,194 in deposits {coliected bank balances). These
deposits are secured from risk by $100,000 of federal deposit insurance, and a $4,571,194
letter of credit (GASB Category 3).

Even though the pledged securities are considered uncollateralized (GASB Category 3) under
the provisions of GASB Statement No. 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 that the fiscal agent has failed to pay deposited funds upon demand.

Note 5. Investments
At June 30, 2007, the City has investments which include $836,133 invested in the Louisiana

Asset Management Pool {LAMP) and $393,670 in other securities which are described as
follows:

Investment Maturity Fair Value
G.E. Capital Corporation Commercial Paper 7/11/2007  $102,802
Federal National Mortgage Assoc. Callable Note 5/20/2010 97,406
FHLMC Step-up Call 7/30/2018 96,731
FHLMC Step-up Call 7/30/2018 96,731

Interest Rate Risk
The City does not have a formal investment policy that limits investment maturities as 2 means
of managing its exposure 1o fair value losses arising from increasing interest rates.

LAMP is administered by LAMP, Inc., a non-profit corporation organized under the laws of the
State of Louisiana. Only local government entities having confracted to patticipate in LAMP
have an Investment interest in its pool of assets. The primary objective of LAMP is to provide a
safe environment for the placement of public funds in short-term, high quality investments. The
LAMP portfolic includes only securities and other obligations in which local governments in
Louisiana are authorized to invest in accordance with LA-R.S. 33:2955.

GASB Statement No. 40, Deposit and /nvestment Risk Disciosure, requires disclosure of credit

risk, custodial credit risk, concentration of credit risk interest rate risk, and foreign currency risk
for ali public entity investments.
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Note 5. Investments (Continued)

LAMP is a 2a7-like investment pool. The following facts are relevant for 2a7 like investment
pools:

« Credit risk: LAMP is rated AAAm by Standard & Poor’s.

» Custodial credit risk: LAMP participants’ investments in the pool are evidenced by
shares of the pool. Investments in pools should be disclosed, but not categorized
because they are not evidenced by securities that exist in physical or book-entry form,
The public entity's investment is with the pool, not the securities that make up the pool;
theraefore, no disclosure is required,

« Concentration of credit risk: Pooled investments are excluded from the 5§ percent
disclosure requirement.

s+ [nterest rate risk: 2a7-like investment pools are excluded from this disclosure
requirement, per paragraph 15 of the GASB 40 statement.

+ Foreign currency risk: Not applicable to 2a7-like pools.

The doliar weighted average portfolio maturity of LAMP assets is restricted to not more than 90
days, and consists of no securities with a maturity in excess of 397 days. LAMP is designed to
be highly liquid to give its participants immediate access to their account balances. The
investments in LAMP are stated at fair value based on quoted market rates. The fair value is
determined on a weekly basis by { AMP and the value of the position in the external investment
pool is the same as the value of the pool shares.

LAMP, Inc., is subject to the regulatory oversight of the state treasurer and the board of
directors. LAMP is not registered with the SEC as an investment company.

if you have any questions, please feel free to contact the LAMP administrative office at
800-248-5267.
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Note 6. Capital Assets

The following is a summary of changes in capital assets for the governmental activities for the

fiscal year ended June 3Q, 2007.

Balance Balance
July 1, June 30,
2006 Increases Decreases 2007
Governmental Activities
Capital Assets Not Being Depreciated
Land and Land Improvements $ 274416 § - % - $ 274,416
Capital Assets Being Depreciated
Buildings 2,228,531 - - 2,228,531
Improvements 2,008,408 - - 2,008,408
Infrastructure 6,354,098 21,700 {11,881) 6,363,917
Computers 177.814 7,400 - 185,214
Vehicles 911,120 21,030 - 932,150
Office Equipment 26,555 - (330) 26,225
Furniture and Fixiures 113.415 - (307) 113,108
Machinery and Equipment 371,302 36,941 (2,160) 406,083
Total Capital Assets
Being Depreciated 12,191,243 87,071 (14,678) 12,263,636
Less Accumulated Depreciation for:
Buildings {1,092,032) (55,236) - {1,147.268)
Improvernents (492,841) {60,231) - {653,072)
Infrastructure (3,772,575) (171.652) 6,178 (3,938,049)
Computers (87,073) (21,797) - (108,870)
Vehicles (804,316) {40,287) - (844,603}
Office Equipment (16,048) {3,010) 330 (18,728)
Furniture and Fixtures (87,343) (3,271) 307 (100,307)
Machinery and Equipment {164,543} (29,929) 2,160 (192,312)
Total Accumutated
Depreclation (6,526,771) {385,413) 8,975 {6,903,209)
Total Capital Assets Being
Depreciated, Net 5,664,472 (298,342) {5,703) 5,360,427
Governmental Capital Assets, Net $ 5,938,888 $(298,342) §  (5,703) § 5,634,843
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Note 6. Capital Assets (Continued)

Depreciation was charged to governmental functions as follows:

General Government $ 49,940
Public Safety 62,704
Public Works 222,091
Cemetery 87
Culture and Recreation 13,225
Community Development 37,366

Total $ 385413

The following is a summary of changes in capital assets for business-type activities for fiscal
year ended June 30, 2007:

Balance Balance
July 1, June 30,
2006 Increases Decreases 2007
Business-Type Activities
Capital Assets Not Being Depreciated
tand $ 92423 - 5 - 5 92423
Capital Assets Being Depreciated
Buildings 39,907 - - 39,0807
Water Wells and Tower 2,727,301 - 2,727,301
Equipment and Vehicles 120,263 84,429 - 204,682
Wastewater Treatment 7,548,321 - 7,549,321
Total Capital Assets
Being Depreciated 10,436,792 84,429 10,521,221
Less Accumulated Depreciation for:
Buildings (11,240) (798) - (12,038)
Water Wells and Tower (1,042,832} (46,587} - (1,089,419)
Equipment and Vehicles (94,739) (10,647) - {105,386}
Wastewater Treatment (2,440,539) {188,105) (2,628,644)
Total Accumulated
Depreciation (3,589,350) (246,137) {3,835,487)
Total Capital Assets Being
Depreciated, Net 6,847 442 {161,708) - 8,685,734
Total $6,939,865 §(161,708) § - $ 6,778,157
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Note 6. Capital Assets (Continued)

Property, plant and equipment are stated at cost, less an allowance for accumulated
depraciation. Depreciation expense is computed using the straight-line method over the
estimated useful lives as follows:

Water and Sewer Plant 50 Years
Buildings 40 Years
Equipment 3-20 Years
Infrastructure 25 Years

Capital outlays are reported as expenditures in the govemmental funds, however, in the
statement of activities, the cost of capital assets is allocated over their estimated useful lives as
deprecation expense. The adjustment from governmental funds to the government-wide
statements is summarized as follows:

Primary Government
Capital OQutlay $ 87,071
Depreciation Expense (385,413)
Total $ (208342)

Note 7. Employee Pension Plan

Louisiana Municipal Employees Retirement System

The City provides pension benefits for all of its full-time employees through a joint contributory,
defined contribution plan in the statewide Louisiana Municipal Employees' Retirement System
(MERS). The Municipal Employees' Retirement System, State of Louisiana, is the administrator
of a cost-sharing, multiple-employer plan.

The Municipal Employees' Retirement System, State of Louisiana, was established by Act 356
of the 1954 regular session of the Legislature of the State of Louisiana, to provide retirement
benefits to employees of all incorporated villages, towns, and cities within the state, which did
not have their own retirement system and which elected to bacome members of the System,

The System is administered by a Board of Trustees composed of nine mambers, six of whom
shall be active and contributing members of the System with at least ten years of creditable
service, elected by the members of the System; one of whom shall be the president of the
Louisiana Municipal Association who shall serve as an ex-officio member during his tenure; one
of whom shall be the Chairman of the Senate Retirement Committee; and one of whom shall be
the Chairman of the House Retirement Committee of the Legislature of Louisiana.

Act #569 of the year 1968, established by the Legislature of the State of Louisiana, provides an

optional method for municipalities to cancel Social Security and come under supplementary
benefits in the Municipal Employees' Retirement System, effective on and after June 30, 1570.
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Note 7. Employee Pension Plan (Continued)

Louisiana Municipal Employees Retirement Systemn (Continued)

Effeclive October 1, 1978, under Act #788, the "regular plan" and the "supplemental plan" were
replaced, and are now known as Plan "A" and Plan "B". Plan A combines the original plan and
the supplemental plan for those municipalities participating in both plans, while Plan B
participates in only the original plan. The City elected to become a member of the System on
June 27, 1966, and is a member of Plan B. There are presently 83 contributing municipalities in
Plan A and 59 in Plan B.

Membership is mandatory as a condition of employment beginning on the date employed if the
employee is on a permanent basis working at least thirty-five hours per week, not participating
in another public funded retirement system and under age sixty (60) at date of employment.
Those individuals paid jointly by a participating employer and the parish are not eligible for
membership in the System.

Any member of Plan B can retire providing he meets one of the following criteria:
+ Age 55 with thirty (30) years of creditable service.
» Age 80 with a minimum often (10) or more years of creditable servica.
s Under age 60 with ten (10) years of creditable service eligible for disability benefits.
« Survivor's benefits require twenty (20) years of creditable service at death of member.

Generally, the monthly amount of the retirement allowance for any member of Plan B shall
consist of an amount equal to two percent of the member's final compensation multiplied by his
years of creditable service. However, under certain conditions as outlined in the statutes, the
benefits are limited to specified amounts. A member is vested after ten (10) years, but he must
leave his accumulated contributions in the plan until retirement. If a member withdraws his own
money, he is not entitled to the employer-financed monetary credits, even if he was vested. The
plan provisions are adopted by the governing body of the entities, within the options available in
the state statutes governing MERS and within the actuarial constraints also in the statutes.

The contribution rate for employees is 5.00% of earnable compensation and is established by
state statute.

The employer contribution rate is 9.75% of members' earnings. The System also receives 1/4
of 1% of Ad Valorem taxes collected within the respective parishes except for Orleans. Tax
monies are apportioned between Pian A and Plan B in proportion to salaries of plan
participants. The System also receives revenue sharing funds each year as appropriated by the
Legislature. These additional scurces of income are used as additional employer contributions;
the remaining employer contributions are determined according to actuarial requirements and
are set annually.
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Note 7. Employee Pension Plan {Continued)
Louisiana Municipal Employees Retirement System {Continued)

Trend Information
Pension Expenditures/Expenses:

Fiscal Year Ended Required Contribution Percentage Contribution
June 30, 2005 77,309 100%
June 30, 2006 78,924 100%
June 30, 2007 60,368 100%

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 Municipal Employees' Retirement System of Louisiana, 7937 Office
Park Boulevard, Baton Rouge, Louisiana 70809, or by calling {225) 925-4810.

All employees of the City are also members of the Sacial Security System.

Firefighters’ Retirement System of Louisiana

Beginning in August 2000, full-time fire employees of the City began participating in the
Louisiana Firefighters' Retirement System {Fire System), a multiple-employer public employee
retirement system. The payroll for employees covered by the Fire System for the year ended
June 30, 2007, was $232,572; the City's total payroll was $1,684,410.

All City fire employees who participate in the plan shall be eligible for retirement if he has 20
years or more of creditable service and is at least age 50, or 12 years or more creditable service
and is at least age 55. Retirement benefits are equal to 3 1/3 percent of average final
compensation multiplied by the number of years of creditable service and is payable monthly for
life. Average final compensation is the average annual earned compensation of an employee
for any period of thirty-six successive or joined months of service during which the earned
compensation was the highest. Benefits are not considered fully vested until the employee has
attained both the age and years of service requirements that entitie them to regular retirement
benefits. The Fire System also provides death and disabiiity benefits. Benefits are established
by state statute.

The contribution rate for employees is 8.00% of earnable compensation and is established by
state statute.

The employer contribution rate at June 30, 2007, is 9.00% of members' earnings.
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Note 7. Employee Pension Plan (Continued)
Firefighters' Retirement System of Louisiana {Continued)

Trend Inforrmation
Pension Expenditures/Expenses:

Fiscal Year Ended Required Contribution Percentage Contribution
June 30, 2005 40,249 100%
June 30, 2006 28,870 100%
June 30, 2007 22,282 100%

The Fire System issues an annual publicly available financial report that includes financial
statements and required supplementary information for the Fire System. That report may be
obtained by writing to the Firefighters' Retirament System, Post Office Box 94095, Baton
Rouge, Louisiana 70804, or by calling (225) 925-4060.

All employees of the City are also members of the Social Security System.

Municipal Police Employees Retirement System of Louisiana

Beginning in July 2000; full-time police employees of the City began participating in the
Municipal Police Employees Retirement System (Police System), a muitiple-employer public
employee retirement system. The payroll for employees covered by the Police System for the
year ended June 30, 2007, was $692,912; the City's total payroll was $1,684,410.

All City police employees who participate in the plan shall be eligible for retirement if he has 20
years or more of creditable service and is at least age 50, or 12 years or more creditable service
and is at least age 55. Retirement benefits are equal to 3 1/3 percent of average final
compensation multiplied by the number of years of creditable service and is payable manthly for
life. Average final compensation is the average annual earmned compensation of an employee
for any period of thirty-six successive or joined months of service during which the eamed
compensation was the highest. Benefits are not considered fully vested until the employee has
attained both the age and years of service requirements that entitle them to regular retirement
benefits, The Police System also provides death and disability benefits. Benefits are
established by state statute.

The contribution rate for employees is 7.50% of earnable compensation and is established by
state statute.

The employer contribution rate is 16.50% of members’ earnings.
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 7. Employee Pension Plan (Continued)

Municipal Police Employees Retirement System of Louisiana (Continued)
Pension Expenditures/Expenses:

Fiscal Year Ended Required Contribution Percentage Contribution
June 30, 2005 66,145 100%
June 30, 2006 62,968 100%
June 30, 2007 140,648 100%

The System issues an annual publicly available financial report that includes financial
statements and required supplementary information for the System. That report may be
abtained by writing to the Municipal Police Employees Retirement System of Louisiana, 8401
United Plaza Boulevard, Baton Rouge, Louisiana 70808-2250, or by calling (225} 929-7411.

All employees of the City are also members of the Social Security System.

Note 8. Compensated Absences

At June 30, 2007, employees of the City have accumulated and vested $47,413 of employee
feave benefits, which was computed in accordance with GASB Codification Section C60. Of
this amount, $40,548 is recorded as an obligation of the General Fund. The leave liability
accounted for in the Enterprise Funds for employees of the Enterprise Funds is $6,865. These
amounts were included in accrued liabilities on the accompanying financial statements.

Note 9. Capital Lease Obligations

The City had no outstanding lease agreements as of June 30, 2007.

Note 10. Long-Term Debt

The reporting entity's long-term debt is segregated between the amounts to be repaid from
governmental activities and amounts to be repaid from business-type activities.

Governmental Activities
As of June 30, 2007, the governmental long-term debt of the financial reporting entity consisted
of the following:

Certificates of Indebtedness:

$750,000 Certificate of Indebtedness dated

October 21, 1288; Due in annual installments of

$60,000 - $80,000 through September 1, 2008; Interest

at 2.90%( Payable from a pledge of the excess revenues

of the General Fund). $ 175,000
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 10. Long-Term Debt (Continued)

Governmental Activities (Continued)
Publi¢c Improvement Bonds:
$617,000 Sales Tax Refunding Bonds dated
September 23, 2003; Due in annual installments of

$56,000 - $122,000 through March 1, 2009;
Interest at 2.74% {Payable from a pledge of the City's

1982 1% Sales and Use Tax). $ 238,000
Total Governmental Activity Debt $ 413,000

As of June 30, 2007, the long-term debt payable from proprietary fund resources consisted of
the following:

Sewer Revenue Bonds:

$1,093,000 Series 2003 Sewer Revenue Refunding

Bonds dated September 23, 2003, due in annual

instaliments of $60,000 - $104,000 through

March 1, 2012; Interest rate is 1.70% - 3.80% (Payable

from a pledge of the City's sewer revenues). $ 6567000

The following is a summary of changes in long-term debt for the year ended June 30, 2007:

Capital Public Certificate
Lease Improvement of Sewer
Obligations Bonds Indebtedness Revenue Total
Bonds and Notes
at July 1, 2006 $ 7373 0§ 347000 § 260,000 § 785000 $ 1,399,373
Issued - - - - -
Retired (7,373) (109,000) (85,000) (128,000) (325,373)
Bonds and Notes
at .June 30, 2007 3 - 5 238.@_@ $ 175,000  $ 657,000 1,070,000
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CITY OF PONCHATOULA, LOUISIANA

Notes to Financial Statements

Note 10. Long-Term Debt (Continued)

At June 30, 2007, the City has accumulated $80,248 and 341,974 in the debt service funds for
future debt requiremnents for the Public Improvermnent Bonds and the Certificate of Indebtedness,
respectively. The annual requirements to amortize all bonds and/or certificates outstanding at
June 30, 2007, are as follows:

Governmental Activities Business Activities
Public Impravement Bonds  Certificate of Indebtedness Sewer Revenue Total
Pringipal Intarest Principal Interest  Principal  Interest Principal Interest
2006 116,000 6,520 85,000 6,890 134.000 22795 335,000 36,206
2009 122,000 3,342 90,000 2,340 135,000 18,775 347,000 24,457
2010 - - - - 141,000 14,320 141,000 14,320
2011 - - . - 143,000 9,315 143,000 9,315
2012 - - - - 104,000 3,952 104,000 3,852

$ 238000 § 8,862 § 175,000 % 9230 § 657000 % 69157 S41070000 $ 8R40

Note 11. Dedication of Proceeds and Flow of Funds - Sales and Use Tax

Proceeds of the 2% sales and use tax levied by the City are dedicated to the following
purposes:

The bond resolution requires that the proceeds of the special one percent (1%) sales and use
tax now being levied and collected by the City is to be deposited with the City's fiscal agent
bank in a 1982 Sales Tax Fund. After payment of all reasonable and necessary costs and
expenses of collecting the tax, certain monthly payments must be made from the 1982 Sales |
Tax Fund to the Serles 2003 Sales Tax Refunding Bonds, which must be established with the

City's fiscal agent bank. The payments into the sinking fund are made in amounts sufficient to

pay the principal and interest installments currently and will continue monthly untilt March 2009,

unless the bonds are called in advance of their maturity dates, in which event it is possible to

reduce the required payments into the sinking fund.

Any monies remaining in the Sales Tax Fund on the 20th day of each month after making the
required payments into the Series 2003 Sales Tax Refunding Bond Sinking Fund for the current
month and for prior months during which the required payments may not have been made, is
considered as surplus.

Such surplus may be used by the City for any of the purpases for which the imposition of the tax
is authorized or for the purpose of retiring bonds herein authorized in advance of their
maturities,

The balance in the Sinking Fund at June 30, 2007, was in accordance with the bond covenants.
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Note 12. Compliance with Sales Tax Refunding Bond Covenants

The City, through its governing authority, adopted Ordinance No. 591 on August 14, 2003,
authorizing the issuance of Sales Tax Refunding Bonds, Series 2003, in an amount not to
exceed $617,000 for refunding of the Sales Tax Bonds, Series 1995. That bond rasoiution
contained cerlain covenants and agreements in connection with the security and payment of the
bonds. The major covenants contained in the bond resolution and the manner in which the City
has complied with these covenants is described as follows:

Funds and Accounts
The ordinance requires the City to establish a sinking fund. As of June 30, 2007, the City was in
compliance with this bond covenant.

Other Requirements
The ardinance contains additional covenants regarding collection of tax, legat right to collection
of tax, and other miscellaneous provisions.

As of June 30, 2007, the City was in compliance with these other bond covenants in all material
respecis.

Note 13. Dedication of Proceeds and Flow of Funds - Sewer Revenues

The City, through its governing authority, adopted Ordinance No. 592 on August 14, 2003,
authorizing the issuance of Sewer Revenue Refunding Bonds, Series 2003, in an amount not to
exceed $1,093,000 for the refunding of the Sewer Revenue Bonds, Series 1991, issued for the
acquisition and construction of wastewater treatment facilities. In that ordinance, the revenues
of the Sewer System are irrevocably and irrepealably pledged and dedicated in an amount
sufficient for payment of the bonds authorized and interest as they become due and for other
purposes. In that ordinance, certain funds were required to be established to account for the
receipt and disbursement of Sewer System revenues. An analysis of these accounts is
provided as follows:

Revenue Fund

The ordinance requires that all revenues of the Sewer System shall be deposited daily in a
separately identifiable account to be established with the City's fiscal agent bank and
designated as the "Revenue Fund.” The revenues deposited into the Sewer Revenue Fund
shall be expended in the following priority:

Operation and Maintenance Fund - From the Revenue Fund, the City shall pay all reascnable
and necessary costs and expenses of the operating and maintaining the Sewer System. The
City presently uses the cash pool identified as the Central Depository Account to account for all
costs and expenses of maintaining the Sewer System.

Transfers are made from the Revenue Fund to the Central Depository Account in amounts
sufficient to cover the costs and expenses of maintaining the Sewer System.
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Note 13. Dedication of Proceeds and Flow of Funds - Sewer Revenues (Continued)

Sinking Fund - After the payment of all reasonable and necessary costs and expenses of
maintaining the Sewer System, monies from the Revenue Fund shall be transferred to a
separately identifiable account to be established with the City's fiscal agent bank and
designated as the "Sinking Fund" in amounts sufficient to pay promptly and fully the principal of
and interest on the bonds as they severely become due and payable. Monies from the
Revenue Fund shall be transferred into the Sinking Fund monthly in advance on or before the
twentieth (20th) day of each month of each year.

The payments will continue monthly until March 2012, unless the bonds are called in advance of
their maturity dates, in which event it is possible to reduce the required payments inte the
sinking fund.

Renewal and Replacement Fund - From the Revenue Fund, there shall be transferred monthly
on or before the twentieth (20th) day of each month of each year to a separately identifiable
account to be established with the City's fiscal agent bank and designated as the "Renewal and
Replacement Fund” an amount equal o five percent {(5%) of the Net Revenues of the Sewer
System callected in the prior calendar month until such fund accumuiates $50,000. All monies
in the Renewal and Replacement Fund may be used for the purpose of paying the costs of any
unusual and extraordinary maintenance and any repairs, replacements, extensions, and
improvements to the Sewer System. Money accumulated in this fund may also be used to pay
principal and interest on the bonds falling due at any time there is not sufficient meney for
payment in the Sinking Fund or the Reserve Fund.

All monies remaining in the Revenue Fund after all required deposits into the bond funds
described herein shall be considered surplus and may be used for the purpose of retiring bonds
in advance of their maturity or for any other lawful purpose.

As of June 30, 2007, balances in the Sinking Fund and Renewal and Replacement Fund were
in accordance with the bond covenants.

Note 14. Compliance with Sewer Revenue Refunding Bond Covenants

The City, through its governing authority, adopted Ordinance No. 592 on August 14, 2003,
authorizing the issuance of Sewer Revenue Refunding Bonds, Series 2003 in an amount not to
exceed $1,093,000 for refunding the Sewer Revenue Bonds, Series 1991 issued for the
acquisition and construction of wastewater treatment facilities. That ordinance contained certain
covenants and agreements in connection with the security and payment of the bonds. The
major covenants contained in the ordinance and agreement and the manner in which the City
has complied with these covenants is described on the following page:
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Notes to Financial Statements

Note 14. Compliance with Sewer Revenue Refunding Bond Covenants (Continued)

Rate Covenant

In the ordinance, the City covenants to fix, establish, maintain, and collect such rates, fees,
rents, and other charges of the services and facilities of the Sewer System and to revise the
rates whenever necessary as will always provide revenues in each fiscal year sufficient to pay
(i) the reasonable and necessary expenses of operation of the System, (ii) one hundred fifteen
percent (115%) of the required deposits to the Sinking Fund for such fiscal year, (iii} all other
payments required for such fiscal year by the bond resolution and loan agreement, and (iv) all
other obligation or indebtedness payable out of the revenues for such fiscal year. In connection
therewith, the City adopted an ordinance that established sewer user classifications, set specific
sewer rates, and provided a detailed procedure for annual review and adjustment of sewer
rates.

For the fiscal year ended June 30, 2007, the City was in compliance with the rate covenant.

In connection with the rate covenant, the ordinance also contained specific procedures with
regards to delinquent sewer customers. The City agreed that the failure of any person to pay
the charges for any service rendered by the Sewer Systemn within thirty (30) days of the date on
which it is due shall cause such charge to become delinquent and a delinquent charge of ten
percent (10%) of the delinquent amount shall be assessed. If a delinquent account is not paid
within thirty (30) days of the date of delinquency, the City will shut off water services to the
affected premises. All delinquent accounts shall bear interest at the rate of six percent (6%) per
annum.

At June 30, 2007, the City was in compliance with this bond covenant.

Records, Accounts, and Audit Requiremeants

In the ordinance, the City is required to maintain and keep accurate records and accounts for
the Sewer System separate and distinct from its olher records and accounts. These Sewer
System records shall be maintained in accordance wilth generally accepted government
accounting standards and shall be audited annually by an independent ceriified public
accountant.

As of June 30, 2007, the City was in compliance with this bond covenant.

Insurance and Fidelity Bonds

In the ordinance, the City is required to maintain full coverage of insurance on the System. The
City is also required to obtain fidelity bonds on all employees in a position of authority or in
possession of money derived from the operation of the System.

As of June 30, 2007, the City was in compliance with this bond covenant.

Other Requirements

The ordinance contains additional covenants regarding the utilization of funds, appointment of
engineer, and other miscellaneous provisions.

As of June 30, 2007, the City was in compliance with these other bond covenants in all material
respects.
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Note 15, Compliance with Certificates of indebtedness Covenants

The City, through its governing authority, adopted Ordinance No. 510 on July 23, 1998,
authorizing the issuance of Certificates of Indebtedness, Series 1998, in an amount not to
exceed $750,000 for public improvements in the City. That crdinance contained certain
covenanls and agreements in connection with the security and payment of the certificates. The
major covenants contained in the ordinance and the manner in which the City has complied with
these covenants is described as follows:

Audit Requirements
In the ordinance the City is required to cause an audit of its records and accounts to be made
no later than three {3} months after the close of each fiscal year.

As of June 30, 2007, the City was in compliance with this ordinance covenant as it was under
contract with a certified public accountant for an audit of its records for the year ended
June 30, 2007.

Sinking Fund

In the ordinance, the City is required to create a special fund to be known as “City of
Ponchatoula, State of Louisiana, Certificates of Indebtedness, Series 1998, Sinking Fund” to be
used for payment of the principal of and the interest on the certificates. The City is required to
deposit in the Sinking Fund, at least three (3) days in advance of each interest payment date,
funds fully sufficient to promptly pay the maturing principal and/or interest so falling due on such
date.

As of June 30, 2007, the City was in compliance with this bond covenant in all material respects.

Other Requirements
The ordinance contains additional covenants regarding the collection of tax, legal right to the
collection of tax and other miscellaneous provisions.

As of June 30, 2007, the City was in compliance with these other ordinance covenants in all
material respects.
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Note 16. [Interfund Receivables/Payables

The primary purpose of interfund receivables/payables is to loan monies between funds to cover
current expenditures. Individual fund balances due from/to other funds at June 30, 2007, are as
follows:

Due From Due To
General Fund
Water Enterprise Fund $ 30,653 $ -
Sewer Enterprise Fund - 128,395
Total Genaral Fund 30,653 128,395
Water Enterprise Fund
General Fund - 30,653
Sewer Fund - 40,336
Total Water Enterprise Fund - 70,989
Sewer Enterprise Fund
General Fund 128,395 -
Water Fund 40,336 -
Total Sewer Enterprise Fund 168,731 -
Total All Funds $ 189.384 _ 8 199,384

Al interfund receivables/payables are considered short-term, as they are expected to be repaid
within the next fiscal year.

Note 17. Interfund Transfers

Operating transfers between funds consist primarily of sales tax revenues transferred out of the
Sales Tax Funds to the particular funds for which the sales tax revenue is to be used. The
following is a summary of the operating transfers between funds during the fiscal year ended
June 30, 2007:

Transfers In Transfers QCut

General Fund 5 2,479,000 3 93,840
Special Revenue Funds;

1965 Sales Tax Fund - 1,106,187

1982 Sales Tax Fund 697 1,224,000

Fire Pay Millage Fund - 67,000

Police Pay Miltage Fund - 201,000
DCebt Service Funds;

1998 Sales Tax Sinking 03,840 -

2003 Sales Tax Sinking 118,500 -

Total All Funds $. 2692037 o $ 2.692.037
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Note 18. Reserved and Restricted Fund Balances/Net Assets

The City records reserves and dedications to indicate that a portion of the fund equity is legally
segregated for a specific future use. The following details the description and amount of all
reserves and restrictions used by the City as of June 30, 2007,

Reserved/Restricted for Debt Service

FY 1998 Sales Tax Sinking Fund $ 80,248

FY 2003 Series ST Bond Sinking Fund 41,974
Reserved/Restricted for Revenue Bond Debt Service

Sewer Enterprise Fund 323,818

Reserved/Restricted for Endowment Principal — Permanent Fund 122,121

Reserved/Restricted for Meter Deposits 7.804

§ 575965

Note 18. Ad Valorem Taxes

The 1974 Louisiana Constitution (Article 7, Section 18) provided that iand and improvements for
residential purposes be assessed at 10% of fair market value; other property and electric
cooperative properties, excluding land, are to be assessed at 15%; and public service
properties, excluding land, are to be assessed at 25% of fair market value. Fair market value is
determined by the Tangipahoa Parish Assessor on all property subject to taxation except public
service properties, which are valued by the Louisiana Tax Commission (LRS47:1957). The
correctness of assessments by the assessor is subject to review and certification by the
Louisiana Tax Commission. The assessor is required to reappraise all property subject to
taxation at intervals of not more than four years. The City bills and collects its own property
taxes using the assessed values determined by the Tangipahoa Parish Tax Assessor.

Levy Date June 28, 2005
Millage Rates Adopted June 28, 2005

Tax Bills Mailed December 3, 2006
Due Date December 31, 2006
Lien Date Januvary 1, 2007

State law requires the City to collect property taxes in the calendar year in which the
assessment is made. Property taxes become delinquent January 1% of the following year.
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Note 19. Ad Valorem Taxes (Continued)

If taxes are not paid by the due date, taxes bear interest at the rate of one and one-fourth
percent per month until the taxes are paid (LRS 47:2101). After notice is given to the delinquent
taxpayers, the Sheriff is required by the Constitution of the State of Louisiana to sell the laast
quantity of property necessary to settle the taxes and interest owed (LRS 47:2181). Therefore,
there are no delinquent taxes at year-end.

All property taxes are recorded in governmental funds and revenues in the governmental funds
are recognized in the accounting period in which they become available and measurable.
Property taxes are considered measurable in the calendar year of the tax levy. Accordingly, the
entire tax roll less an estimate for uncollectible taxes is recorded as revenue in the current
calendar year. Uncollectible taxes are those taxes which based on past experience will not be
collected in the subsequent year and are primarily due to subsequent adjustments to the tax roll.

All of the net taxes receivable af the end of the year are considered available. Available means
due, or past due and receivable within the current period, and collected within the current period
or expectsd to be collected soon enough thereafter {o pay liabilities of the current period.
Property taxes are considered available because they are substantially collected by the tax
collector within 60 days subsequent fo year-end and are, therefore, available to liquidate
liabilities of the current period.

For the year ended June 30, 2007, taxes of 16.52 mills were levied on property with taxable
assessed valuations totaling $34,381,587 and were dedicated as follows:

Authorized Levied Levied Expiration

Millage Millage Taxes Date
General Corporate Purposes 6.52 6.52 § 224,168 -
Police Millage Fund 6.00 6.00 206,290 2010
Fire Millage Fund 2.00 2.00 68,763 2010
Equipment Millage Fund 2.00 2.00 68,763 2010

16,52 16.52 $ 567,984

Levied taxes differ from the taxes collected because of the collection of prior year taxes as well
as the existence of current year levied taxes that were not collected as of the end of the fiscal
year.
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Note 20. On-Behalf Payments for Salaries and Benefits

During 1998, the City implemented GASB Statement No. 24, Accounting and Financial
Reporting for Certain Grants and Other Financial Assistance, which requires the City to report in
the financial statements on-behalf salary and fringe benefit payments made by the state to
certain City employees.

Supplementary salary payments are made by the state directly to certain groups of employees.
The City is not legally responsible for these salaries. Therefore, the basis for recognizing the
revenue and expenditure payments is the actual state contribution. For fiscal year 2007, the
state paid supplemental salaries to the fire and law enforcement employees of the City. The
City is required to pay from its own budget the payroll taxes and retirement contributions on
these on-behalf payments.

On-behalf payments recorded as revenues and expenditures in the financial statements are as
follows:

State Supplemental
Salaries
Policeman Supplemental Pay $ 66,070
Fireman Suppiemental Pay 15,300
Total On-Behalf Payments 3 81,370

Note 21. Contingency

During the year ended June 30, 20086, the City's administration became aware that seven active
police department employees were incorrectly participating in the Municipal Employees
Retirement System instead of the Municipal Police Employees Retirement System. The City's
administration has discussed the issue with officials from both Systems. The cost of transferring
the seven employees to the correct System could be as high as $300,000. The issue must be
resolved by a resolution of the Louisiana Legislature. The City does not expect to conclude this
matter until late 2007.
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CITY OF PONCHATQULA, LOUISIANA
Budgetary Comparison Schedule
General Fund

Faor the Year Ended June 30, 2007

Schedule 1

Actual Variance with
Amounts Final Budget
Original Final Budgetary Favorable/
Budget Budget Basis (Unfavorable)
Revenues
Taxes $ 230,350 495000 § 458695 §  (38,305)
Licenses and Permits 746,500 536,000 561,300 25,300
Intergovernmental 1.043,343 576,945 520,106 (48,839)
Fines and Forfeitures 164,000 138,900 136,807 {2,093)
Sanitation Service Fees 360,000 364,400 395,126 10,726
Miscallaneous 61,150 110,750 124,811 14,081
Total Revenues 2,605,943 2,241,995 2,202,845 (39,150)
Expenditures
Current:
General Government 971,893 §83,050 839,270 43,780
Public Safety 1,881,187 1,869,470 1,840,049 19,421
Public Works 1,393 664 1,177,150 1,252,891 (75,741)
Cemetery 56,650 44,300 44 130 170
Culture and Recreation 310,316 171,500 204,759 {33,259)
Community Development 350,224 14,330 15,790 (3,460}
Miscelianeous Programs 26,870 25,300 22,202 3,098
Capital Outlay 100,000 - - .
Debt Service 93,845 96,310 7.741 88,569
Settlement of Retirement System Issues 300,000 - - -
Hurricane Repairs and City Matches 100,000 - - -
Total Expenditures 5,584,749 4271410 4,226,832 44 578
Deficiency of Revenues
Under ExpendIitures (2.978,806) {2,029,415) (2,023,987) 5,428
Other Financing Sources (Uses)
Transfers In 2,479,000 2.479,000 2,479,000 -
Transfers Out - - (93,840} {93,840)
Total Other Financing Sources (Uses) 2.479,000 2,473,000 2,385,160 _(93,840)
Change in Fund Balance $ (4998068} § 449585 361173 § (88412
Fund Balance, Beginning of Year 1,019,469
Fund Balance, End of Year $ 1,380,642

See independent auditor’s report.
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CITY OF PONCHATOULA, LOUISIANA
Budgetary Comparison Schedule
1965 Sales Tax Fund

For the Year Ended June 30, 2007

Schedule 2

Actual Variance with
Amounts Final Budget

Original Final Budgetary Favorahle/
Budget Budget Basis {Unfavorable)
Revenues
Sales Taxes $ 1,320,000 § 1,536,000 § 1483120 § (52,880)
Investrnent [nterest 29,000 $0.200 55.652 5,492
Total Revenues 1,349,000 1,586,200 1,538,812 (47,388)
Expenditures
General Government
Audit Expense 500 500 500 "
Collection Fees 8,580 10,756 10,676 80
Total Expenditures 5,080 11,258 11,176 80
Exceass of Revenues
Over Expenditures 1,339,920 1,574,944 1,527,636 (47,308)
Other Financing Sourcas {Uses)
Operaling Transfers in (Out)
General Fund {1,105,500) {1,105,500) {1,105,500) -
1682 Sales Tax Fund - - {697) (697)
Total Other Financing Uses (1,165,500) {1,105,500) {1,106,197) {657y

Change in Fund Balance
Fund Balance, Beginning of Year

Fund Balance, End of Year

See independent auditor's report.

$ 234420 § 468444
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421,438 _§  {48,005)
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CITY OF PONCHATOULA, LOUISIANA
Budgetary Comparison Schedule
1982 Sales Tax Fund

For the Year Ended June 30, 2007

Schedule 3

Actual Variance with
Amounts Final Budget
Criginal Final Budgetary Favorable/
Budget Budget Basis {Unfavorable)
Revenues
Sales Taxes 3 1,320,000 $ 1,536,000 $ 1483120 5 (52,880
Investment Interest 22,500 34,995 47,038 12,044
Total Revenues 1,342.500 1,570,985 1,530,159 {40,838)
Expenditures
General Government
Audit Expense 500 500 500 -
Callection Fees 8,580 10,756 10,676 80
Total Expenditures 9,080 11,256 11,176 B0
Excess of Revenues
Over Expenditures 1,333,420 1,559,739 1,518,083 (40,758)
Other Financing Sources (Uses)
Operating Transfers in (Out)
General Fund {1,105,500) (1,105,500) {1,105,500) -
1685 Sales Tax Fund - - 897 897
Series ST - 1994 Bond Sinking Fund (118,510) (118,500} (118,500) -
Total Other Financing Sources {Uses) {1,224,010) (1,224,000) (1,223,303) 697
Change in Fund Balance 3 109410 $ 335739 205680 _§ {40,059
Fund Balance, Beginning of Year 1,112,114
Fund Balance, End of Year § 1,407,794

See independent auditor’s report.
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CITY OF PONCHATOULA, LOUISIANA
Schedule of Compensation Paid Elected Officials
For the Year Ended June 30, 2007

Schedule 6

Name and Address Position Term of Office Salary
Robert F. Zabhia Mayor July 1, 2004 - g 50,400
211 North Seventh Street Juna 30, 2008
Ponchatoutia, LA 70454
(985) 386-9768
C.W. Kinchen City Council July 1, 2004 - 2677
248 West Hickory Street District A December 11, 2007
Ponchatoula, LA 70454
(985) 386-6275
Braville LeBlang City Council December 12, 2007 - 3333
132 Braville Street District A June 30, 2008
Ponchatoula, LA 70454
(985) 386-0938
Wayne F. Foster Clity Council July 1, 2004 - 8,000
245 North Barronne Strest District B June 30, 2008
Ponchatoula, LA 70454
(885) 386-5902
James W, McKnight, 1l City Council July 1, 2004 = 2677
350 Wast Magnolia Street District C Decarnber 11, 2007
Ponchatoula, LA 70454
{985} 386-6775
Thomas Kuhn City Council December 12, 2007 - 2,833
301 West Magnolia Streei District C May 31, 2008
Ponchetoula, LA 70454
{985) 370-9521
Jeannemarie Pierson City Council June 1, 2007 - 500
301 South Eighth Street District C June 30, 2008
Ponchatoula, LA 70454
(985) 386-6461
Perry Graves City Council July 1, 2004 - 6,000
208 Washington Street District D June 30, 2008
Ponchatoula, LA 70454
(985) 386-9706
Vergil J. Sandifer City Coundl July 1, 2004 - 6,000
485 East Cypress Strest District E June 30, 2008
Faonchatoula, LA 70454
(985) 386-8373
3 80,420

See independent auditor's report.
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LAPORTE SEHRT
RomiG HAND

CERTIFIFD PURLIG ACCOURTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Honorable Robert F. Zabbia, Mayor
and the Members of the City Council
City of Ponchatoula, Louisiana

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of
Ponchatoula, Louisiana, as of and for the year ended June 30, 2007, which collectively comprise
the Ciy of Ponchatoula, Louisiana’s basic financial statements and have Issued our report
thereon dated November 2, 2007. We conducted our audit in accordance with auditling
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.

internal Control over Financial Reporting

In_planning and performing our audit, we considered the City of Ponchatoula, Louisiana's
intemal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effecliveness of the City of Ponchatoula, Louisiana’s internal
control over financial reporting. Accordingly, we do not express an apinion on the effectiveness
of the City of Ponchatoula, Louisiana’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a controi
deficiency, or combination of control deficiencies, that adversely affects the City of Ponchatoula,
Louisiana's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principies such that there is more than a remote
likelihcod that a misstatement of the City of Ponchatoula, Louisiana’s financial statements that is
more than inconsequential will not be prevented or delected hy the City of Ponchatoula,
Louisiana's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
wili not be prevented or detected by the City of Ponchatoula, Louisiana’s internal conirol.
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Ponchatoula, Louisiana's
financial statements are free of material misstatement, we performed tests of its compiiance
with certain provisions of laws, regulations, contracts and grant agreements, 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 our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of nancompliance or other matters that are required to be reported
under Government Auditing Standards.

This report is intended solely for the information and use of the management of the City of
Ponchatoula, Louisiana, federal awarding agencies and the Legislative Auditor of the State of

Louisiana and is not intended 1o be, and should not be, used by anyone other than those specified
parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative

Auditor as a public document.
Aty et gy Mot

A Professional Accounting Corporation

November 2, 2007




