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Independent Auditors' Report

The Honorable Mayor and City Council
City of Harahan, 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 Harahan, Louisiana,
(the City) as of and for the year ended December 31, 2010, 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'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 generally accepted in the United States of
Aunerica and standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An
andit 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 material respects, the financial
position of the governmental activities, business-type activities, each major fund, and the aggregate remaining
fund information for the City as of December 31, 2010, and the respective changes in financial position and
cash flows, where applicable, thereof, for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Governmment Auditing Standards, we have also issued our report dated June 29, 2011 on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Aduditing
Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3 through 11 and 36 through 37 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governinental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
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information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limitcd procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the City’s financial statements as a whole. The accompanying financial information as listed in the
Table of Contents as Supplemental Information Schedule 3, page 38 is presented for purposes of additional
analysis and is not a required part of the financial statements. The combining and individual nonmajor fund
{inancial statements are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. The information has been
subjected (o the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the financial

. statements as a whole. The supplemental information on schedule 3 has 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. -

Metairic, Louisiana
June 29, 2011




CITY OF HARAHAN, LOUISIANA

MANAGEMENT"’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

As financial management of the City governiment, we offer readers of this financial statement an overview and
analysis of the financial activities of the City of Harahan, Louisiana. This narrative is designed to assist the
reader i focusing on significant financial issues, identify changes in the government’s financial position,
identify any material deviations from the approved budget documents, and identify individual fund issues or
concemns. The Management’s Discussion and Analysis (MD&A) is designed to focus on the current year’s
activities, resulting changes, and currently known facts. It should be read in conjunction with the financial
statements that begin with Statement A.

FINANCIAL HIGHLIGHTS

= Assets of the City’s government exceeded its liabilities at the close of the most recent fiscal year by
$2.975,569 (net assets).

» During the year ended December 31, 2010, FEMA approved the forgiveness of a portion of the CDL
loan and related acerued interest. Included on the Statement of Activities is a gain on forgiveness of
debt of $379,633 (principal) and $50,129 (interest).

» Ags of the close of the current fiscal year, the government’s governmental funds reported combined
ending fund balance of $1,793,523.

* At December 31, 2010 unreserved fund balance for the General Fund was $865,392, or 16% of total
2010 General Fund expenditures.

» The intergovernmental revenuc of $420,613, as reported on the governmental fund {inancial
statements includes $59,304 of Harahan police refated grants, $69,145 in reimbursements related to
LGAP grants, $55,861 in a community development grant and $152,819 of parish transportation
reimbursements. Included on the statement of changes in net assets are general government-FEMA
expenditures of $16,074. ‘

OVERVIEW OF THE FINANCIAL STATEMENTS

With the implementation of Governmental Accounting Standards Board Statement 34, a government’s
presentation of financial statements has-been greatly changed. The new statements focus on the government
as a whole (government-wide) and the major individual funds. Both perspectives (government-wide and
major fund) allow the reader to address relevant questions, broaden a basis for comparison (year to year or
government to government) and should enhance the City’s accountability.

Government-Wide Financial Statements

The government-wide financial statements (see Statement A and B) are designed to be similar to those of
private sector businesses in that all governmental and business-type activities are consolidated into columns
which add to a total for the government. The statements combine all governmental funds’ current financial
resources with capital assets and long-term obligations. Also presented in the government-wide financial
statements is a total cojumn for the business-type activities of the govermment.




CITY OF HARAHAN, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31,2010

The Statement of Net Assets (Statement A) presents information on all the government’s assets and liabilities,
with the difference between the two reported as net assets. Over time, changes in net assets may serve as a
useful indicator of whether the financial position of the City is improving or deteriorating. The Statement of
Activities (Statement B) presents information showing how the government’s net assets changed during the
most recent {iscal 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 the related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will result in cash flows only in future fiscal periods. For example, uncollected taxes and
earned but unused vacation leave resuit in cash flows for future periods. The focus of the Statement of
Activities is on both the gross and net cost of various activities which are funded by the City’s general tax and
other revenues. This statement is intended to summarize information and simplify the user’s analysis of the
cost of various governmental services and/or subsidy to various business-type activities.

The governmental activities reflect the City’s basic services including general government services (executive,
legislative, judicial), public safety (fire and police), public works (sanitation and street and road maintenance),
recreation and intergovernumental services.

These services are financed primarily with taxes. The business-type activities reflect private sector type
operations (sewer district) where the fee for service typically covers all or most of the cost of operations,
including depreciation.

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. Traditional users of governmental financial statements will
find the fund financial statements presentation more familiar. The focus is now on major funds, rather than
generic fund types.

Governmental Funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. The Governmental Major Fund (see Statement C and
E) presentation is presented on a modified accrual basis. This is the manner in which the financial plan is
typically developed excluding certain timing differences between the budget basis and the generally accepted
accounting principles (GAAP) basis. Unlike the government-wide financial statements, governmental fund
{inancial statements focus on near-term outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a government’s
current financing requirements. The City has presented the General Fund, Sales Tax Fund, Bond Sinking
Fund, and Bond Reserve Fund as major funds. The one non-major governmental fund is presented in one
column, titled Capital Projects Fund. Combining financial statements of the non-major funds can be found in
the Combining and Individual Fund Statements that follow the basic financial statements,

Proprietary Funds encompass the enterprise fund on the fund financial statements. The Enterprise fund is
used to report the same functions presented as business-type activities in the government-wide financial
statements. The Proprietary fund of the City is the Sewer District fund.
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CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

Fund financial statements also allow the City to present fiduciary funds. While these funds represent a trust
responsibility, these assets are restricted in purpose and do not represent discretionary assets of the
govermnent. Therefore, these assets are not presented as part of the government-wide financial statements.

While the activity reported on the business-type fund financial statements for enterprise funds (see Statement
H) is the same as the business-type column at the government-wide financial statement, the governmental
major funds total column requires a reconciliation between government and government- wide because of the
different measurement focus which is reflected on the page following each statement (see Statements D and
F). The flow of current financial resources will reflect bond proceeds and interfund transfers as other
financing sources and will show capital expenditures and bond principal payments as expenditures. The
reconciliation will eliminate these transactions and incorporate the capital assets and long-term obligations
into the governmental activities column in the government-wide statements,

Capital Assets

General capital assets include land, improvements to land, buildings, transportation equipment, other
equipment, compuler equipment, furniture and fixtures, and all other tangible assets that are used in operations
which have initial useful lives greater than two years and exceed the government’s capitalization threshold
(see Financial Statement Note 1(f)). The City has capitalized all purchased general capital assets.
Intrastructure assets (those placed into the government’s maintenance through contributions from private
development) have not been capitalized in this financial presentation for the years 1980 through 2002.
Governmental Accounting Standards Board Codification allows the City a transitional period for reporting
infrastructure assets purchased prior to 2003 until 2007. Prior to the implementation of the new reporting
model, no depreciation is charged on general capital assets.

Naotes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements are a required part of the
basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report afso presents certain required

supplementary information concerning major fund budgetary comparisons. Required supplementary
information can be found at Schedules 1 and 2.



CITY OF HARAHAN, FEOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

Government-Wide Financial Analysis

The following table reflects the condensed Statement of Net Assets for 2010:

City of Harahan, Louisiana
Condensed Statement of Net Assets
December 31, 2010

Governmental
Activities Total
Assets: :
Current and Other Assels $ 3,046,003 $ 3,098,986
Restricted Assets 560,640 560,640
Capital Assets 2,736,577 5,149 488
Total Assets 6,343,220 8,809,114
Liabilities:
Current Liabilities 1,855,226 2,006,141
Long-Term Liabilities 3,827,404 3,827,404
Total Liabilities 5,682,630 5,833,545
Net Assets:
Invested in Capital Assets
Net of Debt 2,524,117 4,937,028
Restricted 613,079 613,070
Unrestricted (2,476,606) {2,574,538)
Total Net Assets kN 660,590 § 2,314,979 § 2,975,569

For more detailed information see Statement A, the Statement of Net Assets. Approximately $5,149,000 of
the City’s net assets as of December 31, 2010, reflects the government’s investment in capital assets (land,
buildings, infrastructure, transportation equipment, other equipment, computer equipment, and furniture and
{ixtures) less any related outstanding debt used to acquire those assets. The City govermnent uses these
capital assets to provide services to citizens; consequently, these assets are not available for future spending.
Another $613,079 of the government’s net assets is subject to external restrictions on how those assets may
be used, such as sales tax approved by the electorate for specific purposes.

The table on the next page provides a summary of the changes in net assets for the year ended December

31, 2010:




CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANAL YSIS

DECEMBER 31, 2010

City of Harahan, Louisiana
Condensed Statement of Activities
For the Year Ended December 31, 2610

Business-
Governmental Type
Activities Activities Total
Revenues:
Program Revenue:
Charges for Services 3 1,479,259 § 415,261 & . 1,894,520
Operating Grants and .
Contributions 420,613 - 420,613
Capital Grants and
Contributions 175,000 - 175,000
General Revenue:
Ad valorem {property) taxes 1,065,443 201,310 1,266,758
Sales and use taxes 1,409,316 - 1,409,316
Other State Revenue not
Restricted to Specific Program 277,903 - 277,903
Fines, forfeitures, and other 831,080 - 831,080
Interest income 14,3580 - 14,580
Gain on forgiveness 429762 - 429,762
debt - principal and intercst
Miscellaneous 53,007 - 53,007
Total Revenues 6,155,968 616,571 6,772,539
Expenses:
General Government - FEMA 16,074 - 16,074
General Government - other 1,458,314 - 1,458,314
Public Safety 2,477,058 - 2,477,058
Public Works 272,763 - 272,763
Sewer - 637,628 637,628
Sanitation 651,791 - 651,791
Recreation 267,957 - 267,957
Interest and Fiscal Charges ’ 172,142 - 172,142
Depreciation 433,021 124,189 557,210
Amortization 10,475 - 10,475
Total Expenses 5,759,595 761,817 6,521,412
Increase {decrease} in Net Assets 396,373 (145,246} 251,127
Net Assets, January 1 264,217 2,460,225 2,724,442
Net Assets, December 31 S 660590 §  2,314979 § 2,975,569




CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

The goverument’s net assets increased $259,463 during the current year. Governmental Activities net
assets increased $396,373 in 2010, primarily due to FEMA forgiveness of the CDL loan for $429,762
principal and accrued interest.

Business Type Activities’ net assets decreased $145,246 in 2010, Operating expenses relaled to supplies,
maintenance and repairs increased by $251,582 in 2010.

Financial Analysis of the Government’s Funds

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

Governmental Funds: The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the government’s governmental funds reported combined ending fund
balances of $1,793,523, a decrease of $367,689 in comparison with the prior year. Certain balances in the
fund balance are reserved to indicate that it is not available for new spending because it has already been
committed to: (1) designated for capital projects ($182,575), (2) payment of debt service ($613,079), or (3)
prepaid insurance ($123,620).

The General Fund is the chief operating fund of the City of Harahan, Louisiana. At the end of the current
fiscal year, fund balance of the General Fund was $989,012, which included an unreserved and undesignated
balance of $865,392 and $123,620 reserved for prepaid insurance. The fund balance of the General Fund at
the end of 2009 was $1,392,938.

The fund balance of the Sales Tax Fund decreased from $15,525 to $8,857. The decrease was a result of the
sales tax revenue being less than transfers to the General fund and Bond Sinking fund in 2010. Sales tax
receipts of $1,409,316 received during 2010 were transferred to the General fund ($780,076) and the Bond
Sinking fund ($555,285).




CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

The fund balance of the Bond Sinking fund increased from $226,069 to $264,452. The Bond Sinking {und
increased $38,383 resulting from sales tax revenue being more than the transfers to the General fund and bond
principal and interest payments.

The fund balance of the Bond Reserve fund increased from $347,299 to $348,627. The Bond Reserve fund
increased $1,328 resulting from interest income.

Froprietary Funds: The City's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Net assets of the Sewer Fund (Enterprise Fund) at December 31, 2010 totaled $2,314,979. The Fund had
unrestricted net assets (deficit) of ($97,932) and net assets of $2,412,911 invested in capital assets, net of
related debt. The fund received revenue from charges for services of $415,261 and property tax revenues of
$201,310. General operating expenditures of the fund was $637,628 and depreciation totaled $124,189,

General Fand Budgetary Highlights

The City approved the final budget revision in December 2010. Budgeted revenues for 2010 of $3,876,000
were lower than the prior year budgeted revenues of $4,333,062 due to a decrease in budget amounts in the
current year for intergovernmental revenues. Budgeted expenditures for 2010 of $5,334,920 were less than
the prior year budgeted expenditures of $5,458,954 primarily due to no FEMA expenses budgeted for in the
current year.

Material differences between actual results and final amended budgeled amounts are as follows:

* Ad valorem tax revenue of $1,065,448 is less than the budgeted amount of $1,190,000 due to the
budget not accounting for the approximate $138,000 which is allocated to the Sewage fund.

* Intergovernmental revenue of $420,613 is more than the budgeted amount of $230,000 due to the
revenue from the $175,000 reimbursement for generators.

¢ Gaming revenue of $277,903 is more than the budgeted amount of $132,000 due to gaming revenue
increasing related to the new truck stop.

¢ (General government expenses of $1,445,575 arc less than the budgeted amount of $1,652,700 due to a
more conservative attitude taken toward expenses with the negative condition of the economy.



CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

Capital Asset and Debt Administration

Capital Assets: The City of Harahan Government’s investment in capital assets for its governmental and
business type activities as of December 31, 2010, amounts to $5,149,488 (net of accumulated depreciation).
This investrnent in capital assets includes land, buildings and improvements, transportation equipment,
computer equipment, other equipment, and fumniture and fixtures. The total increase in the City’s investment
in capital assets for the current fiscal year was $72,873 a 2.6% increase for governmental activities. For
business-type activities, capital assets decreased $124,189 or 4.9%.

Business-
Governmental type
Activities Activities Total
I.and, land improvement, and buildings $ 2,814,367 3 13,727 § 2,828,094
Infrastructure 740,592 - 740,592
Sewer treatment plant and system - 5,111,518 5,111,518
Transportation equipment 1,790,179 26,230 1,816,409
Other equipment 1,221,960 - 1,221,960
Furniture and fixtures 58722 " 58,722
Computer equipment 310,359 - 310,359
6,936,i79 5,151,475 12,087,654
Less: Accumulated Depreciation (4,199,602) (2,738,564) {6,938,166)

t 2,736,577 S 2412911 § 5,149.488

Matjor capital asset events during the current fiscal year included the following:

e Purchase of other equipment of $217,688 including generators, vehicle accessories, rescue
equipment and radio accessories

o  Renovations to the City Buildings for $17,680
e Purchase of two new police cars for $29,300
o Street improvements of $92,563

Additional information on the City’s capital assets can be found in Note 6 of this report.

10



CITY OF HARAHAN, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2010

Long-Term Debt: At the end of the current fiscal year, the City had total bonded debt outstanding of
$3,295,000. The debt represents bonds secured by specified revenue sources such as the general sales tax.
The amount due on the Special Community Disaster Loan is $320,367 and $700,000 at December 31, 2010
and 2009, respectively. During 2010, the City submitted its application for forgiveness of the CDL loan to
FEMA. During the year ended December 31, 2010, $429,762 of the CDL loan and related accrued interest
was forgiven. Additional information on debt administration can be found in Note 7 of this report.

Economic Factors and Next Year’s Budget and Rates

The City generally receives approximately 25% of its revenues from sales tax levied by the City and 18%
from ad valorem taxes; therefore, economic indicators are very important in forming the budget estimates for
the City funds. Revenue assumptions are reviewed by the City Council and the Mayor. The uncertainties of
the national, state and local economy requires prudent budgeting by the City’s elected officials. The City
continues to apply for federal and state grants in order to improve the quality of life for the people of the

City.
Requests For Information

This financial report is designed to provide a general overview of the finances of the City of Harahan,
Louisiana, for all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to the Mayor
6437 Jefferson Highway, Harahan, Louisiana, 70123.

11



CITY OF HARAHAN, LOUISIANA

Statement of Net Assets

Assets:
Cash
Receivables
Prepaids and other assets
Deferred finance fees
Restricted assets:
Cash
Capital assets, net of depreciation:
Other

Total assets

Linbilities:
Accounts, salaries and other payables
Deferred revenues
Interest payable
Long term liabilities
Due within one year
Due after one year

Total liabilities

Net Assets:
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted

Total net assets

See accompanying notes to financial statements.

Statement A

December 31, 2010
Governmental Business Type
Activities Activities Total

5 2,057,027 $ 8,745 $ 2,065,772
559,292 44,238 603,530
331,623 - 331,623
53,326 - 53,326
560,640 - 560,640
2,136,577 2,412,911 5,149,488
44,735 - 44,735
$ 6,343,220 $ 246589 $ 8809114
$ 549,820 S 150915  § 700,735
915,775 T 915,775
63,883 - 63,883
325,748 - 325,748
3,827,404 - 3,827,404
$ 5,682,630 $ 150,915 § 5,833,545
$ 2,524,117 0 241291 $ 4937028
- 613,079 - 613,079
{2,476,606) (97,932) (2,574,538)
3 660,590 $ 2314979 $° 2975569

12
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CITY OF HARAHAN, IJOlHSIANA

Reconciliation of the Governmental Funds' Balance Sheet to the Statement of Net Assets ‘

December 31, 2010

Total fund balances — governmental funds

The cost of capital assets (land, buildings, furniture and equipment) purchased or
constructed is reported as an expenditure in governmental funds. The Statement of Net
Assets includes those capital assets among the assets of the Parish as a whole. The
cost of those assets is allocated over their estimated wseful lives (as depreciation
expense) to the various programs and reported as governmental activities in the
Statement of Activides. Because depreciation' expense does not affect financial
resources, it is not reported in governmental funds. :

Cosl of capital assets
Accumulated depreciation

The cost of bond issuance is reported as an expenditure in governmental funds, but is
included as governmental activities in the government wide financial statement.

Bond issuance costs - 1999 and 2006 bond issues
Accumulated amortization of bond issuance cosis

Change in revenue accruals — Under medified accrual basis of accounting, revenues
are not recognized unless they are desmed “available” to finance the expenditures of
the current period. Accrual basis recognition is not limited to availability, so certain
revenues need to be reduced by the amounts that were upavailable at the beginning of
the year and increased by the amounts that were unavailable at the end of the year,
This adjustment records a net increase in revenues relating to FEMA activity.

Accrual basis recognition of interest expenditures

Long-term liabilities applicable 1o the City’s governmental activities are not due and
payable in the current peried and accordingly are not reported as fund liabilities. All
Liabilities — both cwrent and long-term — are reported in the Statement of Net Assets,

Balances at Decerober 31, 2010 are:
Bonds payable ‘
Bond discount - 1999 and 2006 bond issues
Accumulated amortization of bond discount
Special Community Disaster Loan payable
Capital lease payable
Compensated absences

Net assets — governmental activities

See accompanying notes to financial statements.
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Statement D

1,793,523
$ 6936179
© O {4,199,602) 2,736,577
$ 178,035
(124,709) 53,326
$ 249464 249,464
§  (63,883) (63,833)
$ (3,295,000
93,685
(48,950)
(320,367)
(212,460)
(325,325) (4,108,417)
660,590
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CITY OF HARAHAN, LOUISIANA

Reconciliation of the Governmental Funds® Statement of Revenues,
Expendirures, aod Changes in Fund Balance to the Statement of Activities

For the year ended December 31, 2010

Total nct changes in fund balances — governmental funds

Amounts Teported for governmental activities in the Statement of Activities are-

different because:

Capital outlays are reported in governmental funds as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which depreciation exceeds
capital outtays in the project.

Capital outlays

Depreciation expense

Bond issuance costs are reported in governmental funds as expenditures. However, in
the Statement of Activities, the cost of these assets is allocajed over the term of the
band issue as amortization expense.

Amortization expense - bond issuance costs

Loan proceeds provide current financial resources io governmental funds, but issuing
debt increases long-term liabilities in the Statement of Net Assets. Repayment of bond
principal and capital leases is an expenditare i the governmental funds, but the
repayment reduces long-lerm liabilities in the Statement of Net Assets, This is the

amount of repayments and refinding of bonds payables and capital leases. Bond”

discount is reported in governmenial funds as expenditores, However, in the Statement
of Activities, the cost of those assets is allocated over the term of the bond issue as
amortization expense.

Bond principal payments

Amortization expense - bond premium

Capitat lease principal payments

Forgiveness of CDL loan - prineipal

Change in revenue accruals - Under modified accrual basis of accounting, revennes
are not recognized unless they are deemed "available” to finance the expenditures of
the current period, Accrual basis recognition is not limited to availability, so certaia
revenues (FEMA) not available for spending are recognized in the current year.

Change in accrual basis recognition of interest expenditures
Current year additional interest acerual
Forgiveness of CDL loan - accrued interest

In the Statement of Activities, certain operating expenses-compensated absences are
measured by the amounts earned during the year. In the governmental funds, however,
expenditures for these jiems are measured by the amount of financial resources used
{essentially, the amounts actually paid). This year, vacation and sick time earned
exceeded the amounts used by $20,014.

Chaoge w net assets of governmental activities

See accompanying notes to financial statements.
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(433,021)

Statement F

(367,689)

(72,873)

(6.874)

652,794

36,029

20,014y

396,373



CITY OF HARAHAN, LOUISIANA

Proprictary Fund
Statermnent of Net Assets

December 31, 2010

ASSETS
Cash
Accounts receivable
Total current assets
PROPERTY, PLANT, AND EQUIPMENT
Property, plant, and equipment, at cost
Less: Accumulated depreciation
Property, plant, and equipment, net
Total assets

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts and other payables

Total current fiabilities
" Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

Total net assefs

Total liabilities and net assets

See accompanying notes to financial statements.
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$

$

$

Statement G

Sewer
Fund

8,745
44,238

52,983

5,151,475

(2,738,564)
2,412.911

2,465,894

150,915

150,915

150,915

2412911

(97,932)
2,314,979

'$ 2,465,894



Statement H
CITY OF HARAHAN, LOUISIANA

Proprietary Fund
Statement of Revenues, Expenses, and Changes in Fund Net Assets

For the year ended December 31, 2010

Sewer
Fund
OPERATING REVENUES ‘
Charges for service $ 415,261
Total operating revenues 415,261
OPERATING EXPENSES
Contractual services 336,372
Supplies, maintenance and repairs 301,256
Depreciation 124,189
Total operating expenses 761,817
Operating loss ' (346,556)
NON-OPERATING REVENUES
Property tax revenue 201,310
Total non-operating revenues 201,310
CHANGES IN NET ASSETS : (145,246)
NET ASSETS: '
BEGINNING OF YEAR 2,460,225
END OF YEAR 3 2314979

See accompanying notes to financial statements.
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CITY OF HARAHAN, LOUISIANA

Proprietary Fund
Statement of Cash Flows

For the year ended December 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash patid to suppliers of goods or services

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Taxes received

Net cash provided by capital and related financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
BEGINNING OF YEAR

END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH

USED IN OPERATING ACTIVITIES:

Operating loss

Adjustments to reconcile operating loss to

net cash used in operating activities

Depreciation
Decrease in accounts reccivable
Increase in accounts payable and accrued expenses

Net cash used in operating activities

See accompanying notes to firancial statemnents.
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Statement I

Sewer
Fund

$ 421,861
(629,949)

{208,088)

201,310
201,310

(6,778)

15,523

$ 8,745

§  (346,556)

124,189
6,600
7,679

$  (208,088)
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CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010
Summary eof Significant Accounting Policies

The City of Harahan, Louisiana (the City) was incorporated under the provisions of the State of
Louisiana Lawrason Act in 1920 as a village with a population then of 500 people and an area of
2.1 square miles. It was classified as a city in 1953 with a population of over 10,000 people. The
City's current population is approximately 9,502 people.

The City's financial statements include the accounts of all City operations. The City's operations
include police and fire protection, waste collection, parks, recreation, public works and general
administrative services. In addition, the City owns and operates a local sewer system.

The accounting policies of the City conform to accounting principles generally accepted in the
United States of America as applicable to governmental units. The following is a summary of the
more significant policies:

{a) Reporting Entity

The City's financial statements include operations of all activities over which the City
exercises oversight responsibility. Oversight responsibility is demonstrated through financial
interdependency, selection of governing authority, ability to significantly influence
operations, and accountability for fiscal matters and, as such, the City is a reporting entity.

For financial reporting purposes, the City includes all funds and account groups that are
controlled by or dependent on the Mayor and the City's Council.

(b)  Basis of Presentation

The accompanying financial statements of the City have been prepared in conformity with
accounting principles generally accepted in the United States of America as applied to
governiment units. The Government Accounting standards Board {GASB) is the accepted
standard sefting body for establishing governmental accounting and financial reporting
principles,

(c) Fund Accounting

The accounts of the City are organized on the basis of funds or account groups, each of
which is considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund
equity or retained earnings, revenues, and expenditures or expenses, as appropriate.
Government resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled. Fund accounting is designed to demonstrate legal compliance and to aide
financial management by segregating transactions relating to certain government functions or
activities.

The funds of the City are classified into two categories: governmental and proprietary. Each

category in turn, is divided into separate fund types. The fund classifications and a
description of each existing fund type follows:

21



CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

(1) Summary of Significant Accounting Policies (continued)

(©

(d)

Fund Accounting (Continued)

Governmental Fund Types

Governmental funds are used to account for the City's expendable financial resources and
related liabilities (except those accounted for in proprietary funds). The measurement focus
is based upon the determination of changes in financial position, rather than net income
determination. The following are the City's governmental fund types:

General Fund - This fund is the general operating fund of the City. Tt is used to
account {or all financial resources except those required to be accounted for in another
fund.

Special Revenue Fund - This fund is used to account for the proceeds of specific
revenne sources (other than expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes. Currently, sales tax proceeds flow
through the special revenue fund, first to meet debt service requirements and then to
the general fund.

Debt Service Funds - These funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest and related
costs.

Capital Projects Funds - These funds are used to account for financial resources to be
used for the acquisition or construction of capital facilities (other than those financed
by Proprietary Funds).

Proprietary ¥und Type
Proprietary funds are used to account for activities that are similar to those found in the

private sector. The measurement focus is based upon the determination of net income and
capital maintenance. The City's sole proprietary fund is Sewerage District No. | (the
District), an enterprise fund.

Enterprise Fund - This fund is used to account for operations of the District where:
(a) it is financed and operated in a manner similar to a private business enterprise, and
(b) the periodic determination of net income is appropriate.

Basis of Accounting/Measurement focus

Government-Wide Financial Statements (GWES)

The Statement of Net Assets and the Statement of Activities display information about the
reporting government as a whole. The Statement of Net Assets and the Statement of
Activities were prepared using the economic resources management focus and the accrual
basis of accounting. Revenues, expenses, gains, losses, assets and liabilities resulting from
the exchange and exchange-like transactions are recognized when the exchange takes place.
Revenues, expenses, gains, losses, assets and liabilities resulting from non-exchange
transactions are recognized in accordance with the requirernents of GASB Codification.

22



CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

(1) Summary of Significant Accounting Policies (continned)
(d}  Basis of Accounting/Measurement focus (Continued)

Program revenues include 1) charges for services provided, 2) operating grants and
contributions, and 3) capital grants and contributions; program revenues reduce the cost of
the function to be {inanced from the City’s general revenues. Charges for services consist
primarily of licenses, franchise fees, and sanitation services. Operating grants and
contributions primarily consists of grants/taxes for the operation of the police and fire
departments. Capital grants and contributions primarily consist of funding from the State
for police equipment and pfayground equipment.

Fund Financial Statements (FFS)

Fund financial statements report detailed information about the City. The focus of
governmental and enterprise fund financial statements is on major funds rather than
reporting funds by type. Each major fund is reported as a separate column. The major
funds reported are the General Fund, Sales Tax fund, Debt Sinking Fund, and the Debt
Reserve Fund. Non-major funds are aggregated and presented in a single column. The City
has only one non- major fund, the Capita) Projects fund.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types 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. Operating statements of
these funds present increases (i.e., revenues and other financing resources) and decreases
(expenditures and other financing uses) in net current assets.

Specifically, governmental funds are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and available as
net current assets. Expenditures are generally recognized as a liability when incurred.
Principal and interest on general long-term debt is recognized when due.

Property taxes are recognized as revenue in the year for which taxes have been levied and
collected. Licenses and permits, fines and forfeitures, and miscellaneous revenues are
recorded as revenues when received in cash because they are generally not measurable until
actually received. Investment earnings are recorded as earned.

The proprietary fund type is accounted for on 2 flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the
operation of this fund are included on the balance sheet. Fund equity (i.e., net total assets)
is segregated into contributed capital and retained earnings components, Proprietary fund-
type operating statements present increases (e.g., revenues) and decreases (e.g., expenses) in
net total assets.

The City's proprietary fund, ‘the District, is accounted for vsing the accrual basis of
accounting. Revenues are recognized when they are eaned, and expenses are recognized
when incurred. Based on historical collection experience, no allowance for estimated
uncotiectible receivables is recorded.
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CITY OF HARAHAN, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2010

(1) Summary of Significant Accounting Policies (continued)

(d)

(e)

Basis of Accounting/Measurement focus (Continued)

The City’s proprietary fund applies ail applicable FASB pronouncements issued on or
before November 30, 1989 in accounting for its operations unless those pronouncements
conflict with or contradict GASB pronouncements.

Cash

Cash includes amounts on band and on deposit at financial institutions,

Capital Assets

Land, building and improvements, furniture and equipment are recorded as expenditures in
the governmental or business-type activities columns in the government wide financial
statements. Capital assets are recorded at historical cost or estimated historical cost, if
actnal historical cost is not available. Donated assets are valued at their estimated market
value on the date of donation. Capital assets are defined by the City as assets with an initjal
individual cost of more than $1,000. GASB Codification requires the City to report and
depreciate new infrastructure assets. Infrastructure assets include roads, bridges, and
traffic signals Neither their historical cost nor related depreciation has historically been
reported in the financial statements. The Clty is reporting infrastructure assets on a
prospective basis.

The cost of normal maintenance and repairs that do not add to the value for the asset or
materlaily extend asset lives are not capitalized. Improvements are capitalized over the
remaining useful lives of the assets.

Capital assets are depreciated over their estimated useful lives. The estimated useful life is
management’s estimate of how long the asset is expected to meet service demands. Stralght
line depreciation is used based on the following estimated useful lives.

Building and improvements ‘ 10-39 years
Computer equipment 5 years
Furniture and fixtures 7-10 years
Other equipment 5-15 years
‘I'ransportation equipment 5-10 years
Infrastructure 25 years
Sewer collection system 20-75 years
Sewer treatment plant 10-50 years

24



)

@)

CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

Summary of Significant Accounting Policies (Continued)

@

)

1/

Property, Plant and Equipment - Proprietary Fund

Property, plant and equipment used by the proprietary fund is stated at cost. Contributed
assets are recorded at fair market value at the time received. Net interest costs are
capitalized on projects during the construction period. Depreciation is calculated using the
straight-line method over the estimated useful lives.

Accrued Vacation

The City's policy permits employees to accumulate a limited amount of earned bul unused
vacation benefits. Benefits are accrued in the period they are camed. An employee has a
probationary period of 3 months before any vacation time can be earned. For all employees
with 1 year of continuocus service, the City allows 1 week of vacation to be earned per year.
For employees with between 2 and 5 years of continuous service, the City allows 2 weeks
vacation time per year. For employees with 6-10 years of employment, 3 weeks of vacation
time per year is earned. For employees with 10 years or more of continuous service, 4
weeks of vacation pay is earned per year. All earned vacation time for civil service
employees such as the police officers and firemen may be carried forward. City employees
earned vacation time may also be carried forward, not to exceed 120 days of earned
vacation time. Accrued vacation pay is recorded as an expenditure in the general fund when
paid.

At December 31, 2010, employees of the City have accumulated and vested $325,325 of
compensated absence benefits. Of this portion $23,369 is the current portion and is
expected to be paid in 2011.

Fund Equity

Reserved fund balance and retained earnings indicate that a portion of fund equity legally is
segregated for specific purposes. Designated fund balance indicates that portion of fund
equity for which the City has made tentative plans.

Use of Estimates

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

Budgetary Procedures and Budgetary Accounting

The City's procedures in establishing the budgetary data included in the general purpose financial
statements are as follows:

(1) Prior to December 1, the Mayor submits to the City's Council a proposed operating line item

budget for the fiscal year commencing the following January 1. The operating budget includes
proposed expenditures and the means of financing them.
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CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

(2) Budgetary Procedures and Budgetary Accounting (Continued)

()

2
3

(4)

(%)

(6)

(7)

Cash

Public hearings are conducted in the City to obtain taxpayer comments.

Prior to January 1, the budget is legally addpted through passage of an appropriation
ordinance by the Council.

The City Council must approve transfers of budgeted amounts between line items within a
department and any revisions that alter the total expenditures of any fund or department.

Formal budgetary integration is employed as a management control device during the year
for the General and Special Revenue Funds. Formal budgetary integration is not employed
for Debt Service Funds because effective budgetary control is alternatively achieved
through general obligation bond indenture provisions. Project-length financial plans are
adopted for the Capital Project Funds and are used as an expenditure control device.

The budgets for the General and Speciai Revenue Funds are adopted on a basis consistent
with accounting principles generally accepted in the United States of America (GAAP). All
unencumbered and unexpended appropriations lapse at year end.

As required by state law, when actual revenues within a fund are failing to meet estimated
annual budgeted revenue by five percent or more, and/or actual expenditures within a fund
are exceeding estimated budgeted expenditures by five percent or more, a budget
amendment to reflect such changes is adopted in an open meeting.

At December 31, 2010, the City had $2,626,447 in demand deposits.

The bank balances and collateralization for deposit at December 31, 2010 are as follows:

Total bank balances § 2,410,766
Federal depository insurance 250,000
Pledged securities 3,739,550
Total collateral $ 3,989,550
Collateral — excess $ 1,578,784

Louisiana Revised Statutes authorize the City to invest in United States bonds, treasury notes,
certificates or other obligations of the United States of America, or time certificates of deposit of
state banks organized under Louisiana laws and national banks having principal offices in the

State.

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits

may not be returned to it under state Jaw. All deposits are secured by Federal depositary insurance
or the pledge of securities held by the pledging banks agent in the City’s name,
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CITY OF HARAHAN, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31. 2010

(4) Property Taxes

(3

Property taxes on real and personal property are levied by the City as an enforceable lien on the
property as of January 1; the taxes are payable on December 1, and are delinquent on January 1.

The assessed value of the property is determined by the Jefferson Parish assessor's office. The
assessed value at January 1, 2010, upon which the 2010 levies were based, was $76,730,591. The
combined 2010 tax rate was $15.81 per $1,000 of assessed valuation. Of this amount, $13.15 was
available for general operations and $2.66 was available for sewerage operations and maintenance.

Accounis Receivable

Accounts receivable at December 31, 2010 consisted of the following:

Federal Emergency Management Agency $ 22,987
LGAP Grant 224,145
Sales and use taxes 133,173
Franchise fees 101,734
Video poker 24,482
Sanitation services 26,255
Other 26,516

Total governmental receivables » $ 559,292
Sanitation services — proprietary fund 44,238

Total government wide receivables ) £ 603,530
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CITY OF HARAHAN. LOUISIANA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

(6) Property, Plant and Equipment

A summary of changes in general fixed assets is as follows:

January 1, December 31,
2010 Additions Deletions 2010

Land, land improvement and , :

buildings § 2,796,687 § 17,680 % - $ 2,814,367
Infrastructure assets 648,030 92,562 - 740,592
Transportation equipment 1,760,879 29,300 - 1,790,179
Other equipment 1,004,272 217,688 - 1,221,960
Furniture and fixtures 58,722 - - 58,722
Computer equipment 307,441 2918 - 310,359

Total asset cost 6,576,031 360,148 - 6,936,179
Less: Accumulated depreciation '
Land, land improvement and

buildings {(1,258,540) (109,423) - {1,367,963)
Infrastructure assets (42,106) (26,230) - {68,336)
Transportation equipment (1,533,671) {149,730y - (1,683,401)
Other equipment (733,658) (87,433) - (821,091)
Furniture and fixtures (28,629) (7,006) - (35.,635)
Computer equiprent {169,977 {53,19%) - (223,176)

Total accumulated depreciation (3,766,581D) (433,021) - (4,199,602)

©$ 27136577

Net $ 2809450 $  (72,873)

A summary of changes in proprietary fund type property, plant and equipment is as follows:

January 1, December 31,
2010 Additions Deletions 2010
Land 3 7,121 § - s - $ 7,121
Rights of way 6,606 - - 6,606
Sewerage collection system 3,858,719 - - 3,858,719
Sewerage treatment plant 1,252,799 - - 1,252,799
Vehicles : 26,230 - - 26,230
Total asset cost . 5,151,475 - - 5,151,475
Less: Accumulated depreciation
Sewerage collection system (1,733,584) (64.364) - (1,797,948)
Sewerage treatment plan (854,561)  (59.825) - (914.386)
Vehicles (26,230) - - (26,230)
Total accumulated depreciation (2,614,375) {124,189 - (2,738,364)
Net § 2537100 § (124,18%) % - $ 2412911
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DECEMBER 31, 2010

(7 Changes in Long-term Obligations

A summary of changes in long-term obligations are as follows for the year ended December 31,

2010:
Governmental Funds
Special .
Community t
Sales Tax Disaster Capital Compensated
Bonds Loan Leases Absences Total
January 1 $ 3,495,000 $ 700,000 $ 289,222 $ 305,311 $ 4,789,533
Additions - - - 20,014 20,014
Reductions 200,000 379,633 76,762 - 636,395
December 31 § 3,295,000 $ 320367 $ 212,460 § 325325 $ 4,153,152
Due within
one year $ 205,000 $ 31,522 § 652857 S 23,369 S 32574%
a) Sales Tax Bonds

Sales tax refunding and improvement bonds, payable at December 31, 2010, are the following:

$550,000 2007 Sales Tax Refunding and Public
Improvement Bonds due in monthly installments ranging
from $50,000 to $70,000 including interest through
March 1, 2017, at 6.10% $ 415,000

$3,085,000 2006 Sales Tax Refunding and Public
Improvement Bonds due in monthly instaliments ranging
from $153,000 to $270,000 including interest through

June 1, 2024, at 4.25% - 4.60% $ 2,880,000
Total ‘ $ 3,295,000

During the year ending December 31, 2006, new debt was issued and the proceeds were used for
the purpose of defeasing and refunding the callable maturities of the Issuer’s outstanding
Refimding and Public lmprovement Bonds, Series 1999 and paying the costs of issuance. The
investments and fixed earnings from the investments are sufficient to fully service the defeased
debt until the debt is called or matures. For financial reporting purposes, the debt is considered
defeased and therefore removed as a liability from the City. As of December 31, 2010, the
$3,750,000 1999 Sales Tax Refunding and Public Improvement Bonds which were defeased during
the year ending 2006 have an outstanding balance of $2.825.000.
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Changes in Long-term Obligations (continued)
a) Sales Tax Bonds (continued)

The annual requirements to amortize all debt outstanding as of December 31, 2010 including
interest payments of $1,085,314 are as follows:

Principal Tnterest Total
July 15,
2011 3 205,000 % 147,834 § 352,834
2012 220,000 137,831 357,831
2013 220,000 127,464 347,464
2014 235,000 116,622 351,622
2015 240,000 105,196 345,196
2016-2020 1,165,000 355,497 1,520,497
2021-2024 1,010,000 94,870 1,104,870

$ 3295000 $ 1085314 $§ 4380314

The City is in compliance with their debt covenants at December 31, 2010 and 2009.

The City is subject to the Municipal Finance Law of the State of Louisiana, which limits the
amount of net bonded debt (exclusive of revenue and special assessment bonds) the City may
have outstanding up to 10 percent of the assessed valuation. The statutory debt limit and the
amount available for general obligation borrowing as of December 31, 2010 is $7,673,059.

b) Capital I eases

Capital lease — fire truck

Buring 2005, the City entered into a capital lease 1o refinance the existing fire tiuck lease and
purchase additional vehicles and equipment for the fire department. During the year ended
December 31, 2010, included in public safety-fire expenditures are principal payments of
$58,148 and interest payments of $16,270. This capital lease is secured by a security interest in
the fire vehicles and equipment purchased.
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Changes in Long-term Obligations (coatinued)

b) Capital Leases (continued)

Lease terms, at an interest rate of 5.39%, are as follows:

Principal Interest Total
December 31
2011 b 50,839 § 13,136 § 63,975
2012 53,579 10,396 63,975
2013 35,667 7,508 43,175
2014 37,589 5,585 43,174
2015 19,769 5,713 25,482

b 197,443 § 42338 % 239,781

Included in transportation equipment and other equipment is $684,338 for the fire truck, fire
vehicles, and fire equipment subject to the capital lease. The accumulated depreciation of the
equipment was $675,166 and $609,639 at December 31, 2010 and 2009 respectively.

Capital lease — John Deere backhoe

During 2005, the City entered into a capital lease for the purchase of a John Deere backhoe with
principal payments beginning in June 2005. For the years ended December 31, 2010 and 2009,
included in general government-other expenditures are principal payments of $4,480 and $10,398
and interest payments of $53 and $482, respectively. This capital lease is secured by a security
interest in the backhoe. This capital lease was paid in full during the year ended December 31,
2010.

Included in other equipment is $48,500 for the backhoe subject to the capital lease. The
accumulated depreciation of the equipment was $48,500 and $44,458 at December 31, 2010 and
2009. ‘

Capital lease — Ford Expeditions

During 2008, the City entered into a capital lease for the purchase of two Ford Expedition
vehicles with principal payments beginning in March 2008. For the year ended December 31,
2010 included in general government-other expenditures are principal payments of $14,134.
This capital lease is secured by a security interest in the vehicles.

Included in Transportation equipment is $58,760 for the iwo Ford Expedition vehicles subject to

the capital lease. The accumulated depreciation of the equipment was $35,256 and $23,504 at
December 31, 2010 and 2009. '
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Changes in Long-term Obligations (continued)
b) Capital Leases {continued)

"Lease terms, at an interest rate of 6.25%, are as follows:

Principal Interest Total
December 31
2011 b 15,017 § 939 § 15,956
$ 15,017 § 939 § 15,956

¢) Special Community Disaster Loan Payable

During December 2005, the City entered into a long-term agreement with the Federal Emergency
Management Agency under the Community Disaster Loan Act of 2005 as a result of the major
disaster declaration of August 29, 2005 for Hurricane Katrina. The City did not receive any
funds for the CDL loans in 2010 and 2009. Of the $965,525 total funds available, the balance is
$700,000 as of December 31, 2009. During the year ended December 31, 2010, the City
submitted its application to FEMA for forgiveness of the CDL loan. FEMA approved
forgiveness of the principal balance of $379,633 and accrued interest of $50,129. At December
31, 2010, the balance on the CDL loan is $320,367 and accrued interest is $38,031. The loan is
for a term of five years with annual payments of principal and interest (rate of 2.69%) of $77,132
through the maturity date of November 2015. Simple interest accrues on the outstanding
principal balance until payment in full on the maturity date. Future principal and interest
payments are as follows on the outstanding CDL loan at December 31, 2010:

Principal - Interest Total
December 31 .

2011 3 31,522 § 45,610 § 71,132
2012 69,362 7,770 77,132
2013 71,228 5,904 77,132
2014 73,144 3,988 77,132
2015 75,111 2,020 77,131

$ 320,367 § . 65,292 % 385,659

Equity

Designated Fund Balance - Capital Projects - This amount has been designated for future capital
improvements.
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{9) Interfund Balances
Interfund transfers for the year ended December 31, 2010 were as follows:

Transfers

Transfers in Out
General fund . $ 1,094,764 § 256,065
Sales tax fund . 73,954 1,490,049

Bond sinking fund 555,285 160,000
Capital projects fund 182,111 -

$ 1906114 $ 1,906,114

{10) Pension Plans

a.) Maunicipal Police Emplovees’ Retirement Plan

Plan; Description

For police personnel, the City contributes to the Municipal Police Employee’ Retirement Plan, a
cost sharing multi-employer defined benefit plan administered by the Municipal Police
Employees’® Retirement System (MPERS). MPERS provides retirement, death, and disability
benefits to plan members and beneficiaries in accordance with state statutes. MPERS issues a
publicly available financial report that includes financial statements and required supplementary
information for the Plan. That report may be obtained by writing to Municipal Police
Employees® Retirement System, 7722 Office Park Boulevard, Suite 200, Baton Rouge, Louisiana
70809-7601.

Funding Policy

Plan members are required to contribute 7.5% of their annual covered salary and the City is
required to contribute 11%. Effective July 1, 2010, the City’s required contribution was adjusted
to 25%. The contribution requirements of the plan members and the City are established and
may be amended by the MPERS Board of Trustees in accordance with state statute,

The City’s contribution for the years ended December 31, 2010, 2009, and 2008 were $119,039,
$70,512, and $80,027, respectively, equal to the required contributions for each year.
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(10) Pension Plans (continued)
b.) Louisiana Firefighters’ Retirement Plan

Plan Description

For firefighting personnel, the City contributes to the Louisiana Firefighters” Retirement Plan, a
cost sharing multiple employer defined benefit plan administered by the Louisiana Firefighters®
Retirement System (LFRS). LFRS provides retirement, death, and disability benefits in
accordance with state statutes. LFRS issues a publicly available financial report that includes
financial statements and required supplementary information for the plan. The report may be
obtained by writing to Louisiana Fire Firefighters’ Retirement System, 3100 Brentwood Drive,
Baton Rouge, Louisiana, 70809.

Funding Policy

Plan members are required to contribute 8.0% of their annual salary and the City is required to

. contribute 14%. Effective July 1, 2010, the City’s required contribution was adjusted to 21.5%.
The contribution requirements of the plan members and the City are established and may be
amended by LFRS Board of Trustces in accordance with state statute. The City’s contributions
for the years ended December 31, 2010, 2609, and 2008 were $69,341, $49,811, and $41,393,
respectively, equal to the required contributions for each year.

Other City employees are not covered by a pension plan.

(11) Commitments and Contingencies

The City is a defendant in several lawsuits. Damages are generally covered by insurance less
deductible for risks retained by the City. The City does not expect any material adverse impact
relating to these suits in excess of amounts currently accrued.

The City entered into an agreement with Veolia Water North America Operating Services, LL.C
(formerly PSG) on February 15, 1996 to provide for operation and maintenance of the City’s
wastewater treatment plant and wastewater collection facilities. The term of the agreement was for
an initial period of 2 years commencing on March 1, 1996, with automatic renewals for four
additional terms of 2 years for a total of 10 years, ending March 1, 2006.

Upon expiration of the service agreement, the City and Veolia Water have agreed on a month to
month service agreement. On April 20, 2010, the City of Harahan signed a new contract with
Veolia Water North America Operating Serviees, LLC (formerly PSG) for 5 years.

{(12) Natural Disasters

On August 29, 2005, Hurricane Katrina, a major hurricane, struck southeastern Louisiana and the
Mississippi and Alabama Gulf Coast. During the years ended December 31, 2010 and 2009, the
City incurred expenses of $16,074 and $45,587, which the City recovered through the Federal
Emergency Management Agency (FEMA).
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(12) Natural Disasters (continued)

In September 2008, Hurricane Gustav struck southeastemn Louisiana. During the years ended
December 31, 2010 and 2009, the City incurred expenses of $0 and $15,632 primarily relating to
debris removal following Hurricane Gustav. As of December 31, 2010, included in accounts
receivable is $22,987 relating to these expenditures.
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Schedule 1
CITY OF HARAHAN, LOUISIANA

General Fund
Budget Comparison Schedule (GAAP Basis)

For the year ended December 31, 2010

Variance -
Initial Final Favorable
Budget Budget Actual {Unfavorable)
REVENUES i
Ad valorem taxes 3 1,170,000 5 1,190,000 § 1065448 § (124,552)
Intergovernmental 230,000 230,000 420,613 190,613
Fees, liceases and permits - 860,900 905,900 881,940 (23,960)
Fines and forfeitures ‘ 666,000 785,000 831,080 46,080
Charges for services 569,100 569,100 597,319 28,219
Gaming revenite 132,000 132,000 277,903 145,903
Interest income 10,000 10,000 12,001 2,001
Other 54,000 54,000 53,007 (993}
Total revenues 3,692,000 3,876,000 4,139,311 263,311
EXPENDITURES
General govemment - FEMA - - 16,074 (16,074)
General government - other 1,589,700 1,470,460 1,263,335 207,125
Public safety - police 1,382,180 1,659,654 [,689,752 {30,098)
Public safety - fire 908,040 1,027,095 1,009,798 17,297
Public works 248,000 284,740 260,874 23,366
Sanitation 628,000 628,000 647,991 (19,991)
Recreation 232,000 264971 264,962 9
Capital outlay - - 229,150 (229,150)
Total expenditures 4,987,920 5,334,920 3,381,936 (47,016}
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (1,295,920) {1,458,920) (1,242,625) 216,295
OTHER FINANCING SOURCES (USES)
Operating transfers in 1,000,000 1,038,000 1,094,764 56,764
Operating transfers out (140,000) {140,000) {256,065) (116,065)
Total other financing sources (uses} 7 . 860,060 $98,000 838,699 (59,301)
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES OYER
EXPENDITURES AND OTHER USES {435,920) (560,920) {403.926) 156,994
FUND BALANCE:
BEGINNING OF YEAR : 1,927,647 1,927,647 1,392,938 534,709
END OF YEAR 3 1,491,727 8 1,366,727 3 989,012 5 691,703

See accompanying independent auditors’ report.
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REVENUES

Sales and use tax revenue
Interest income

Total revenues
EXPENDITURES

Total expenditures

EXCESS OF REYENUES OVER EXPENDITURES

OTHER FINANCING USES
Operating transfers in
Operating transfers out
Total other financing uses
EXCESS OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES

FUND BALANCE:
BEGINNING OF YEAR

END OF YEAR

See accompanying independent auditors' report.

CITY OF HARAHAN, LOUISIANA

Sales Tax Fund
Budget Comparison Schedule (GAAP Basis)

For the ycar ended December 11, 2010

Scheduie 2

Variance -
Initiat Final Favorabie
Budget Budget Actual __(Unfavorabicj
3 1,200,000 § 1,038,000 § 1409316  § 371,316
- - 111 111
1,200,000 1,038,000 1,409,427 371,427
1,200,000 1,038,000 1,409,427 371,427
- - 73,954 (73,954)
(1,200,000} (1,638,600} (1,436,04%) 452,049
(1,200,000) (1,038,000 (1,416,095) 378,095
- - (6,668} (6,668}
15,525 15,525 15,525 .
$ 15525 % 15,525 % 8857 % (6,668)
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CITY OF HARAHAN, LOUISIANA
Schedule of Compensation Paid to City Council Members

Year ended December 31, 2010

Cindy Murray

Provino Mosca

Lawrence Landry (Mayor Pro Tem)
Tiffany Wilken

Timothy Baudier ‘

See accompanying independent auditors' report,

f
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11,400
11,400
11,400
11,400
11,400
57,000

Schedule 3
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED -
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCY. WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and the City Council
City of Harahan, 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 Harahan
(the City), as of and for the year ended December 31, 2010, and have issued our report thereon
dated June 29, 2011, 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not.for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purposs
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses and therefore, there can be no assurance that deficiencies, significant deficiencies, or
material weaknesses have been identified. However, as described in the accompanying schedule
of findings and questioned costs, we identified certain deficiencies in internal control over
{inancial reporting that we consider to be a material weakness and a significant deficiency,

A deficiency in internal control 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 material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or dctected and
corrected on a timely basis. We consider the deficiency described in the accompanying schedule
of findings and questioned costs to be a material weakness as item 2010-1.

-1-
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiency described in the accompany schedule of findings
and questioned costs to be a significant deficiency as described in item 2010-1.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free
'of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the defermination 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 an instance of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and questioned
costs as items 2019-1.

The City’s response to the findings identified in our audit is described in the accompanying
schedule of findings. We did not audit the City’s response and accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the Mayor, the City Council and
federal awarding agencies and pass-through entities, such as the State of Louisiana and
Legislative Auditor’s Office and is not intended to be and should not be used by anyone other
than these specified parties.

Prtttiuwads + Netiznll

Metairie, Louisiana
June 29, 2011




CITY OF HARAHAN, LOUISIANA
Harahan, Louisiana

Schedule of Findings and Questioned Costs

Year ended December 31, 2010

(1) Current Year Findings Relating to the Financial Statements Reported in Accordance
with Government Auditing Standards:

2010-1 Misappropriation of assets

Condition: An employee in the City’s Police Department was charged and plead
guilty to fraudulently receiving federal funds. Based on review of the City’s
records, the employee received a total of $20,515 in overtime payments for period
from October 1, 2009 through September 30, 2010. The overtime payments were
funded through a Crime Victims Grant received from the State of Louisiana. She
was put on administrative leave and subsequently terminated. The City of
Harahan Police Department reported the fraud to the Attorney General, the
Federal Bureau of Investigation and the Louisiana Legislative Auditor.

Criteria: Good internal controls over payroll require sufficient procedures to
detect misappropriations. The City as a governmental entity follows certain state
statutes including R.S. 24:523. An agency head of an auditee who has actual
knowledge of any misappropriation of the public funds or assets of his agency
shall immediately notify, in writing, the legislative auditor and the district
attorney of the parish in which the agency is domiciled of such misappropriation.
The district attorney, or other prosecutorial agency, notified of such
misappropriation may request audit assistance from the legislative auditor with
respect to the misappropriation.

Effect: The City’s funds appear to have been misappropriated. The City’s Police
Department charged the employee on June 25, 2010.

Cause: The cause of the misappropriation of assets is due to lack of internal
controls regarding the approval process for payroll in the City Police Department.

Recommendation: The City should review its policies and procedures to identify
controls over the City Police Department payroll.

Management response: Management concurs with the finding and in 2011 has
implemented new internal control procedures regarding grants and police
overtime pay.




CITY OF HARAHAN, LOUISIANA
Harahan, Louisiana

Summary Schedule of Prior Audit Findings

Year ended December 31, 2010

(2) Prior Year Findings Relating to the Financial Statements Reported in Accordance
with Government Auditing Standards:

Finding 2009-1 Misapgropriation of cash receipts

Condition: An employee in the City’s Traffic Court office is suspected
and charged with taking cash payments for fines and
tickets. Based on review of the Court’s records, cash
received was not deposited into the City’s bank account.
The employee was put on administrative leave. The City
reported the fraud to the Harahan Police Department,
Jefferson Parish District Attomey, and the Louisiana
Legislative Auditor.

Results: Resolved



