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CITY OF LAKE CHARLES

26 Pujo Street » .O. Box 3706
NICHOLAS E. HUNTER T e DEPARTMENT OF FINANCE
MAYOR (337) 491-1251 = FAX (337) 491-1225 EMILY K, McDANIEL, DIRECTOR

March 28, 2022

Honorable Nicholas Hunter, Mayor
Members of the City Council

Dear Mayor and City Council Members:

In accordance with requirements of the City’s Charter and applicable state law, [ am pleased to submit the Annual
Comprehensive Financial Report of the City of Lake Charles for the fiscal year ended September 30, 2021. This report
has been prepared by the City’s Finance Department in conformity with generally accepted accounting principles
(GAAP), and the basic financial statements contained herein have been independently audited in accordance with
generally accepted auditing standards. However, the completeness and reliability of all information presented in this
report remains the responsibility of the City's management. McElroy, Quirk, and Burch (APC), a firm of licensed
certified public accountants, have audited the City of Lake Charles’s financial statements. The purpose of the
independent audit is to provide reasonable assurance that the financial statements are free of material misstatement.
The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unmodified opinion on these financial statements. The independent auditor’s report is presented as the first component
of the financial section of this report.

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

City Profile

The City of Lake Charles was incorporated in 1867 and is the principal city and trade center of Southwest Louisiana,
which is comprised of a five-parish area with a population of 304.796. According to the U. S. Census Bureau, Lake
Charles’s population was 84,872 in 2020. The US Census City/Town Population estimates the city population
decreased to 79,067 in 2021. The corporate limits of the City include 50.26 square miles. Lake Charles, which is in
Calcasieu Parish, is located on Interstate 10, approximately two hours east of Houston, Texas and west of Baton
Rouge, Louisiana and 46 miles north of the Gulf of Mexico.

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

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

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

Economic Environment

Little did we know one year ago while preparing the City's annual financial report for fiscal year 2020 that the fourth
federally declared disaster since August 2020 was in the City’s forecast. On May 17, 2021, heavy rains flooded the
city of Lake Charles — central and southern parts receiving 16-18 inches within a six-hour period. The National
Weather Service calls the May 17 Historic Flood a *“1.000 Year Rain Event™. Reacting to this enormous amount of
rainfall required swift maobilization of the city’s Fire, Police and Public Works departments. Together, they worked
tirelessly 1o rescue motorists and those trapped in homes, schools and businesses from the rising water. Securing
private and public property was a challenge as the rapidly rising water further crippled already compromised drainage
systems, flooding homes and businesses — some of which were just completing repairs caused by the “sister”
hurricanes, Laura and Delta, in 2020. With four federally declared natural disasters within nine months, the City of
Lake Charles has, unfortunately, set a record, all while under the blanket of the COVID-19 emergency declaration.

As the second anniversary of the coronavirus pandemic falls upon us, the world is collectively breathing a sigh of
relief as the number of cases seem to be on the decline. However, while the City joins in recognizing this milestone,
it continues to recover and rebuild from the destruction of the four federally declared disasters: Hurricanes Laura and
Delta, Winter Storm Uri and the May 17, 2021 Historic Flood.

It is estimated that damages from Hurricanes Laura and Delta will exceed $19 billion in southwestern Louisiana and
southeastern Texas areas near the Gulf of Mexico. Over 4.3 million cubic yards of debris was picked up throughout
the City of Lake Charles alone, with costs topping $86 million for this effort. Expenditures, which include the long-
term recovery costs to repair and rebuild City buildings and infrastructure, for all four weather events, collectively,
are estimated to be over $220M, adding a staggering amount to the City’s normal financial activity. The City is
dedicated to continue working with insurance, state and federal emergency agencies to ensure the maximum amount
of reimbursement to offset the disaster-related expenditures. The detailed financial impact of these disasters for fiscal
year 2021 is reflected within this report.

Prior to the worldwide pandemic and natural disasters. Southwest Louisiana was leading the nation for markets our
size in gross domestic product and industrial announcements. [t has been questioned whether our region can regain its
momentum in economic development. The answer to that question is a resounding YES! Lake Charles is a resilient
community, with an economic base dominated by petrochemical manufacturing and refining since the 1940’s.
However, through the years, Southwest Louisiana has diversified its economy with aerospace, aviation, shipping,
education, gaming, tourism, and more recently, the liquefied natural gas industry, all of which provide much stability
for our area. Highlights from just some of the projects that will lead us to another surge of economic development are
described below.

Aviation: Chennault International Airport, situated on the eastern border of the City of Lake Charles, broke ground
last June on a $4 million air cargo pass-through facility, the newest component in its emergence as an aerospace center.
Chennault operates largely as an aircraft maintenance repair and overhaul facility whose main tenants include
Northrop Grumman, Million Air, Landlocked Aviation Services and Citadel Completions. Chennault’s 10,701-foot
runway is among the longest along the gulf coast. Upon completion of the air cargo facility later this year, it is expected
to produce up to 50 direct jobs.

Petrochemical Industry: According to the Lake Area Industry Alliance, an organization representing over 20 local
industries, over 3.000 additional construction jobs will begin in October as existing industries conduct heavy
maintenance delayed by the coronavirus pandemic.
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Tourism: Port Wonder, a $20 million dollar showplace, located in one of the City’s Economic Development Districts
as discussed below, broke ground earlier this year. With over 90,000 vehicles passing daily in front on Interstate 10,
this development should entice travelers to stop and increase our area’s tourism. Additionally, after a two-year hiatus,
Mardi Gras returned in February 2022. Southwest Louisiana boasts the second largest Mardi Gras celebration in the
state, with festivities including parades, galas, chicken runs and more.

Liquefied Natural Gas Industry: At the 19" World LNG & Gas Service Summit & Exhibition held in November
2021 at the Golden Nugget Casino & Resort in Lake Charles, Gurpreet Hayre, Head of Content for the event, cited
Southwest Louisiana as the epicenter of U.S. LNG export. Sabine Pass Liquefaction, LLC, operated by Cheniere
Entergy in Johnson Bayou is the largest producer of LNG in the United States. This facility, combined with Sempra’s
Cameron LGN facility in Hackberry makes Cameron Parish the third among nations in the world for LNG exports.

New LNG projects include a $4.5 million investment for Venture Global Calcasieu Pass LNG, located in Cameron
Parish, which is currently under construction and plans to begin operations by the end 0of 2022. The company recently
announced it will invest over $10 billion dollars to develop another LNG facility adjacent to the one under
construction. The facility named CP2 will result in at least 200 direct new jobs, 867 indirect jobs and at the peak of
construction, an average of 2,300 construction jobs will be created. Drifiwood LNG in Calcasieu Parish is considering
the final investment decision of a $15 billion dollar investment and is estimated to create 6,500 construction jobs and
400 permanent jobs. Construction is set to begin in April 2022.

It is this diversity, along with continued sound financial decisions, that will help sustain us through these challenging
times. The City will continue to recover; rebuilding smarter, stronger, and more economically stable than ever before.

The City created the Lakefront Development, 1-10 Corridor, and Enterprise Boulevard Economic Development
Districts in 2018. Through an agreement reached in 2021 with the Louisiana Department of Revenue, the City will be
able to use 45 percent of the state’s sales tax increment within these districts. The City has pledged 2 percent of its 2.5
percent sales tax to be reserved for public infrastructure projects within the districts. Only the incremental increase in
sales tax revenue within the districts will be reserved for future projects. Two other economic development,
Morganfield Development and Nelson Market EDD’s have generated growth in east and south Lake Charles. Each of
these districts may levy new sales taxes that can be used to fund a portion of the cost of economic development projects
within the defined districts.

There are several completed and proposed projects in these districts. Very visible development has taken place on the
lakefront with the sheet piles in place, the lakebed reclaimed, and the groundwork laid for the construction of the
boardwalk along the water’s edge between the parking garage and gator pond. Although delayed, plans are once again
moving forward for the $20 million Port Wonder lakefront development project, which will house the Children’s
Museum of Lake Charles and the Louisiana Department of Wildlife and Fisheries” Science Center and Educational
Complex, funded by governmental and private pledges.

Crying Eagle Lakefront Restaurant and Micro Brewery remains committed to their project, which will consist of a
family-friendly, full-service restaurant, small brew house and scenic seating. Additionally, Lake Area Adventures
committed to developing a fixed structure featuring boat and kayak rentals, water tours, pier fishing, food, and
activities for the whole family. The project will include a stage for live entertainment. Both companies’ projects will
expand their existing footprints in our community. The parking garage is under contract with a local construction
company to repair storm damages and to completely renovate the structure. All of these projects will continue to
stimulate economic growth along the 1-10 corridor and the Lakefront.

The entire Southwest Louisiana area continues to rebuild from the aftermath of the hurricanes. Businesses,
governments and residents will spend years recovering from the devastation of Hurricane Laura and Hurricane Delta.
Just as we saw after Hurricane Rita in 2005, sales tax revenues for 2021 were 31% higher than FY2020. We recognize
that this may be temporary, due to the purchase of materials for reconstruction of home and facilities and the
replacement of damaged material and contents, such as appliances and furniture, even automobiles. And although this
is positive for our bottom line, it is a financial burden to those paying the costs. The City will use these additional
revenues to help offset some of our unreimbursed disaster expenses.
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Mayor Hunter has worked tirelessly with FEMA and HUD to address housing problems that continue to plague the
area months after the storms. Many residents are still displaced and living outside of the area. Restoration of permanent
housing for residents seems to be taking longer than necessary. In November 2021, HUD awarded $5.3 million of
CDBG-DR money to the City to assist over 14,000 homeowners still having unmet needs in their efforts to recover.

Other economic indicators such as unemployment, housing market, gaming and sales tax revenue trends can be found
in the Management Discussion and Analysis, which follow in the next section of this report.

Current and Future Financial Plans

The City’s primary operating account, the General Fund, had an ending fund balance of $37.8 million on September
30, 2021. This represents an increase from $30.3 million at the end of fiscal year 2020 due to the continued increase
in sales tax revenues and a conservative approach to expenditures in anticipation of disaster cost-share commitments.

The General Fund budget, as currently amended for fiscal year 2022, projects that operating revenues of $79.1 million
will be used to cover departmental expenditures of $77 million. Operational transfers of $7.6 million, including $4
million for disaster recovery and transfers of $2.8 million for capital projects, resulting in an $8.7 million use of fund
balance reserves during fiscal year 2022. As amended, the fund balance at the end of fiscal year 2022 would total
$29.4 million. If sales tax revenue continue at the current rate of collections, the fund balance at year-end will meet
the current projections.

The General Fund ending fund balance of $37.8 million is 46 percent of 2021 departmental expenditures. It is the
City’s policy to maintain a 30 percent minimum fund balance target for the General Fund.

The Disaster Recovery Fund qualified as a major fund in 2020 and 202 1. Expenditures for the Coronavirus, Hurricanes
Laura and Delta, Winter Storm Uri and the May Flood totaled $89 million in fiscal year 2021, accounting for 45
percent of all Governmental Fund expenditures. It is estimated that expenditures will be $30 million in this fund during
fiscal year 2022, once again adding a staggering number to the City’s normal financial activity. Insurance proceeds
and FEMA funding will cover much of these expenses, but the City will be responsible for no less than 10 percent of
most of these costs. Revenues recorded in fiscal year 2021 include insurance proceeds and funds that have been
obligated by FEMA, primarily for reimbursements for debris removal and payroll costs incurred during and after the
storm.

The City and Parish have been notified of various funding awards, such as Community Development-CV funds and
FEMA Hazardous Mitigation Grant Program. The city received the first traunch of American Rescue Plan Act
allocations in May 2021. The remaining allocation will be received in early 2022 for a total of $16.9 million, all of
which will be used for water and wastewater infrastructure improvements. The City will also explore mitigation
measures as we rebuild our facilities in order to maximize various FEMA funding initiatives. The City intends to
strategically plan all recovery efforts to build a better, stronger, more efficient government.

Capital Improvements:

The adopted capital budget for fiscal year 2022 is $19.7 million for streets and drainage, $25.8 million for utility
improvements, $6.9 million for community and general government projects and $2.3 million for debt service
requirements. A new category of capital improvements is added to the 2022 budget, with $14.7 million budgeted for
Hurricane Laura recovery capital projects.

Projects recently completed include projects totaling $7.7 million for various road, drainage, bridge and sidewalk
projects, $3.5 million in community service, recreation and general government projects, and $7.2 million in water
and wastewater system improvement projects.

Work continues on the Prien Lake Road project from Cove Lane to lhles Road, with funding from both the City and
Parish. The Southeast Water Plant and Distribution Line project will be advertising for bids later this year. The
Southern Wastewater Loop is another major project that is under design. Both water and wastewater projects will be
partially funded with State Revolving Loan Fund programs.
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Various road projects continue. including bridge repairs, asphalt overlay, street striping, intersection improvements,
sidewalks and streetscaping. Wastewater projects include annual rehabilitation of basins, distribution lines, lift
stations, plant repairs and improvements, as well as extension of services. Water projects include water line extensions,
water storage tank construction and rehab, filter media replacement, chemical feed system improvements, water well
replacement, and backup power improvements.

The City recently issued $10 million in bonds for drainage improvements. Major drainage projects are currently being
identified as part of the 2021 bond issue and work is currently under way. The May historical flood event reminded
us that natural drainage does not recognize city or parish limits.

Phase 1 of the Lakefront Boardwalk project is now complete, with phase 2 in the planning stage. Port Wonder’s plans
were paused due to COVID and storms, but they have finally broken ground on construction, Phase I of the parking
garage repairs, is now complete and phase 11 is now under contract. The new municipal golf course opened October
1st. The maintenance building and cart barns have been built and construction has begun on the clubhouse.

Annually, the City completes a five-year capital improvement plan. This serves as the basis for budgeting and planning

for future City capital improvement projects. The Planning Department and Engineering Division study infrastructure
needs for Lake Charles and the surrounding areas beyond the required five-year plan.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) has awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Lake Charles for its annual comprehensive financial
report for the fiscal year ended September 30, 2020. The City also received this award for its reports of the preceding
thirty-six years. In order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized annual comprehensive financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current annual comprehensive
financial report continues to meet the Certificate of Achievement Program’s requirements, and we are submitting it to
GFOA to determine its eligibility for another certificate.

The preparation of this report could not have been accomplished without the efficient and dedicated efforts of the
Finance Department staff. We wish to acknowledge Mayor Hunter for his input and vision for the development and
financial future of the City of Lake Charles. His leadership through the natural disasters over the past two years has
been instrumental in ensuring full recovery of the city. The City Council and others in the administrative staff take an
active role in the City’s financial affairs, and we appreciate their interest and support. Lastly, we would like to thank
Ms. Karen Harvell for over 40 years of service to the City of Lake Charles. Her tireless dedication in the Finance
Department has been recognized throughout the State of Louisiana.

spectfully submitted.
A #/ )
Emily K. McDaniel

Director of Finance
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MAYOR

Nicholas Hunter

CITY COUNCIL

Rodney Geyen, President
John leyoub, Vice President
Luvertha August

Mark Eckard

Craig Marks

Mary Morris (deceased)

Marshall Simien, Jr. *

Stuart Weatherford

CITY JUDGES

Jamie B. Bice

Ronald C. Richard

WARD 3 MARSHAL

Nathan Keller

CITY OF LAKE CHARLES

ELECTED CITY OFFICIALS

PRESENT TERM PRESENT TERM BEGAN AS

BEGINS EXPIRES MEMBER
July 1, 2021 June 30, 2025 July 2017
July 1, 2021 June 30, 2025 July 1997
July 1, 2021 June 30, 2025 July 2009
July 1, 2021 June 30, 2025 January 2008
July 1, 2021 June 30, 2025 July 2009
July 1, 2021 June 30, 2025 July 2021
July 1, 2021 August 8, 2021 July 2013
August 24, 2021 March 26, 2022 N/A
July 1, 2021 June 30, 2025 July 2005
January 1, 2021 December 31, 2026 January 2015
January 1, 2021 December 31, 2026 January 2021
January 1, 2021 December 31, 2026 January 2021

*Marshall Simien, Jr. appointed by Council Resolution August 24, 2021 to fill vacancy of Mary Morris until after
results of March 26, 2022 special election.
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EMPLOYEE

CITY OF LAKE CHARLES
DEPARTMENT HEADS

John Cardone
David Morgan
Emily McDaniel
Wendy Goodwin
Delton Carter
Shawn Caldwell
Stacy Dowden
Doug Burguieres

Vacant
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INDEPENDENT AUDITORS' REPORT CFE - Certificd Fraud Exmminer

Honorable Mayor Nicholas Hunter
and City Council

City of L.ake Charles

L.ake Charles, Louisiana

\We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of L.ake Charles, Louisiana, as of and for the year ended September 30, 2021, and the
related nates to the financiai statements, which collectively comprise the City's basic financial statements as listed
in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Cur responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the City Court of Lake Charles or the Office of the Ward Three Marshai, which represent
0.2 percent, 0.1 percent and 1.7 percent, respectively, of the assets, net position and revenues of the
governmental activities. Those statements were audited by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts included for the City Court of Lake Charles and the Office of
the Ward Three Marshal, is based solely on the report of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

M

y = L MOB e :

Members American Institute of Certified Public Accountants ® Society of Louisiana Certified Public Accountants




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

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

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Lake Charles, Louisiana, as of September 30, 2021, and the respective changes in
financial position, and, where applicable, cash flows thereof for the yzar then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management'’s
discussion and analysis, budgetary comparison information, and schedule of changes in total other post-
employment liability and related ratios, schedule of employer's proportionate share of net pension liability, and
schedule of employer's pension contributions, as identified in the table of contents, be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial staternents in an appropriate operational, economic, or historical context. We and other
auditors have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the informaticn for consistency with management's
responses to our inquiries, tne basic financiai statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the informaticn because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Other Information

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

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

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 28, 2022,
on our consideration of the City of Lake Charles, Louisiana's, internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering City of Lake Charles, Louisiana's internal control over financial
reporting and compliance.

72 Clrony ol 6Bk

Lake Charls, Louisiana
March 28, 2022
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CITY OF LAKE CHARLES, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis seeks to provide an overview of the financial activity and performance of the City of
Lake Charles for the fiscal year ended September 30, 2021, and accompanies the basic financial statements
beginning on page 27 of this report. The transmittal letter on pages 1 - 5 of this report provides further information
from a broader perspective, and should be consulted in conjunction with this discussion and the financial statements
themselves for a more complete understanding of the City’s financial condition and economic environment.

This Annual Comprehensive Financial Report for September 30, 2021 is a reflection of the five disasters that have
been declared in Lake Charles since March 2020. On August 28, 2020 the area was hit by Hurricane Laura,
Recovery efforts are well underway but will continue many years into the future. Hurricane Delta hit our area six
weeks after Hurricane Laura, in the first week of fiscal year 2021. Winter Storm Uri, was declared in February 2021
and was followed in May 2021 by historic rainfall and flooding to parts of the city. These weather disasters all
occurred while the City was dealing with the impact of the coronavirus pandemic.

These disasters have had a profound financial impact on City of Lake Charles. Expenses recorded for Hurricane
Laura totaled $54 million in fiscal year 2020 and $82 million in fiscal year 2021. The City incurred expenses of $7.7
million in fiscal year 2021 for the other mentioned disasters. The federal government has provided aid for all of
these disasters and revenues recognizable through September 30, are included. The large variances discussed and
reflected in this report are primarily related to these disasters

Financial Highlights

» The City’s total net position at the end of fiscal year 2021 was $609 million, compared to the September
30, 2020 balance of $538 million. Per the Statement of Activities, total Governmental and Business-Type
Activities revenues of $271 million were used to cover total expenses of $199 million, primarily in public
works related activities due to the rebuilding efforts from the disasters.

» Total revenue from both governmental and business-type activities was $271 million, which was an
increase of $72 million or 36 percent from the previous year total of $199 million. Operating grants and
contributions of $114 million accounts for 42 percent of total revenue and increased by $58 million or 105
percent over prior year. The increase reflects federal revenue from the Coronavirus Aid Relief and
Economic Security (CARES) Act, Federal Emergency Management Association (FEMA), and insurance
proceeds for hurricane damage. Capital Grants and Contributions of $17 million include funds received
from the American Recovery Plan Act (ARPA).

» Tax revenues account for 39 percent of total revenues. Sales taxes remain a main component, accounting
for 31 percent of total revenues and are increased by 31 percent over prior year, most of which is
attributable to spending for hurricane repairs and replacement. Property tax revenues were reduced due to
impaired property and Riverboat taxes were reduced due to closures of the casinos during the pandemic and
natural disasters.

» In the fund financial statements, total governmental fund balances of $202.5 million is an increase of $48
million from $154.4 million in 2020. The fund balance in the General Fund was increased by $7.5 million
to $37.8 million, with sales tax revenue collections higher due to the costs of materials needed for the
continued rebuilding efforts. The Disaster Recovery Fund increased by $25.7 million, and included unspent
insurance proceeds and transfers from other funds to pay future rehabilitation to City facilities damaged in
the storms. The Capital Project Fund reserves increased by $14 million with additional transfers for capital
improvements that will be completed in the current fiscal year, as well as funds accumulated for projects
that are currently under design.

» The 2021 governmental fund revenues of $246.6 million are an increase of 48 percent above the $167

million collected in 2020. Intergovernmental revenues increased by $29.7 million primarily for ARPA and
FEMA disaster recovery funds. Taxes of $104 million is an increase of 19 percent from $87 million in
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MANAGEMENT’S DISCUSSION AND ANALY SIS

fiscal year 2020. Miscellaneous revenue increased from $10 million in the prior year to $46 million and is
primarily due to insurance proceeds for property damaged by Hurricane Laura.

Governmental fund expenditures of $199 million is a 23 percent increase from the 2020 expenditures of
$162 million. Expenditures of $89 million in the Disaster Recovery Special Revenue Fund accounts for the
overall increase in expenses.

The General Fund operating revenues of $89.8 million exceeded expenditures and transfers of $82.3
million resulting in a total fund balance increase of $7.5 million. The total expenditures included $8.2
million in transfers from the General Fund to the Disaster Recovery Fund and $4.5 million for capital
projects. The ending fund balance was $37.8 million at September 30, 2021 compared to $30.3 mullion at
the end of fiscal year 2020.

The Financial Statements

This report encompasses a series of financial statements consisting of the following components:

1.

The government-wide financial statements are designed to provide an organization-wide overview similar in
nature to the form of reporting used for private-sector businesses. The two components of this presentation
are:

» The Statement of Net Position is roughly equivalent to a private business balance sheet, summarizing
all of the City’s assets and liabilities and reporting the difference between the two as “net position.”
Changes in net position over time may provide an indication of either an improving or declining
financial position.

Y

The Statement of Activities is an organization-wide operating statement which accounts for changes in
fund net position during the City’s 2021 fiscal year. This statement takes into account all revenues and
expenses accrued for that year, regardless of when cash is received or paid.

The government-wide statements presented on pages 28 - 29 of this report are a result of the financial
reporting model established by Governmental Accounting Standards Board Statement No. 34. These
statements also distinguish governmental activities, which are those city functions principally supported by
taxes and intergovernmental revenues from business-type activities which are intended to recover a
significant portion of their costs through user fees and charges. The City’s governmental activities include
such functions as public safety (fire and police) and public works (principally streets, sanitation and
sewerage), while its business-type activities consist of a civic center, golf course, transit system, and water
utility.

The government-wide statements also include two component units, City Court and the Ward Three
Marshal, which are legally separate entities with financial dependency on the City as their “primary
government.” They do not include other legally separate local entities which are financially and
operationally independent of the City. This discussion and analysis pertains only to the City as primary
government.

Fund financial statements report financial data for individual funds into which the City’s accounts are
organized to maintain compliance with finance-related legal and contractual requirements. This report
includes two categories of funds, governmental and proprietary. (The City has no fiduciary funds.)

The governmental fund financial statements generally cover the same functions as the governmental
activities in the government-wide statements but differ in their focus on near-term spendable resources
rather than longer-term measurement of net position. A comparison of the fund and government-wide
statements with respect to governmental functions is useful in gaining a longer-term perspective than that
provided solely by the near-term focus of governmental fund statements, and reconciliation is provided in
the governmental fund statements to support such comparison.

The City maintains fourteen individual governmental funds, six of which are classified as major. Budget to
actual statements for four funds are separately displayed in the Required Supplemental Information section
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