

















CITY OF HAMMOND, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2021

The Management’s Discussion and Analysis (MD&A) of the City of Hammond, Louisiana’s (the
City) financial performance provides an overview and an objective, narrative analysis of the
City’s financial activities for the year ended June 30, 202 1. This document focuses on the current
year’s activities, resulting changes, and currently known facts in comparison with the prior year’s
information. Please read it in conjunction with the City’s financial statements, which begin on
page 16.

FINANCIAL HIGHLIGHTS

The assets and deferred outflows of the City’s Governmental Activities exceeded the
liabilities and deferred inflows at the close of the most recent year by $42,762,657.

As of the close of the fiscal year, the City’s governmental funds reported combined
ending fund balances of $18,409,127, an increase of $5,028,791 in comparison with the
prior year.

At the end of the current fiscal year, the unassigned fund balance for the
general fund was $2,903,91 1.

The City’s total liabilities in the Statement of Net Position at the end of the current fiscal
year were $59,014,697 in comparison to $54,308,604 in the prior year.

The City received $1,243,444 in gaming revenue from Video Bingo. The City’s General
Fund received 100% of the gross proceeds. Video Bingo funds are committed for capital
projects per ordinance.

The City’s sales tax revenue increased by $4,761,151 in comparison to the prior year.
The City of Hammond collected $25,696,01 | for the year ended June 30, 2021.

The City’s enterprise fund experienced a decrease in net position of $471,892 in
comparison to the prior year, due to a prior period adjustment of $1,040,000 related to
the implementation of GASB Statement No. 83 “Certain Asset Retirement Obligations”
related to the wastewater treatment plant and wetland assimilation site.

The City began construction on the $2.5 million expansion of the wastewater sewer
treatment plant with the addition of aerators and a fourth lagoon to increase detention
time and overall treatment of sewer effluent. The project is financed through a loan from
the Clean Water State Revolving Fund program.

The City spent nearly $| million in concrete street, drainage and sidewalk improvements
including Brandi Lane, Westin Oak, East Merry, Range Road, Old Covington Highway,
South Chestnut, and East Coleman. Construction will be completed in FY2022.
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o The City received approximately $2.6 million of American Rescue Plan Act (ARPA) funds
which will be used in FY2022 for sewer improvements.

e Phase | renovations of Mooney Park ($475,000) began in earnest with new restrooms,
new covered basketball courts, and new, accessible parking. After receiving notice at the
end of the fiscal year of a $250,000 Land & Water Conservation Fund grant, the City will
begin phase 2 renovations ($500,000) in FY2022 with a new playground, swings, exercise
stations, walking trail, and combined play areas.

o Although not a city construction project, Medline chose to build its new distribution
facility in Hammond. Its construction began in FY2021| and will continue through FY2022.
This $45 million-dollar facility will add 450 jobs to the Hammond economy and is
expected to boost sales and use tax revenue significantly.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The basic financial statements comprise three components: (1) government-wide
financial statements, (2) fund financial statements and (3) notes to financial statements.

This report also contains required and other supplementary information in addition to the basic
financial statements.

Government-Wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances, in a manner similar to
a private-sector business.

The statement of net position presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of the cash flows.
Thus, revenue and expenses reported in this statement for some items will only result in cash
flows in future fiscal periods (e.g. earned but unused vacation leave). Both of the government-
wide financial statements distinguish functions of the City that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees or charges (business-type
activities). The business-type activities of the City include one enterprise activity — a water and
sewer system.
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The government-wide financial statements include not only the City itself (known as the primary
government), but also three component units: The Hammond Downtown Development
District, City Court of Hammond, and Marshal’s Office - City Court of Hammond. Financial
information for the Hammond Downtown Development District is blended with the financial
information for the City. Financial information for City Court of Hammond and Marshal’s Office
- City Court of Hammond is reported separately from the financial information presented for
the primary government itself. Complete financial statements of these entities can be obtained
directly from their respective administrative offices.

The government-wide financial statements can be found on pages 16 - |7 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City can be divided
into two categories: governmental funds and proprietary funds.

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
Unlike the government-wide financial statements, governmental fund financial statements focus
on the near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The City maintains a variety of funds, which are grouped for management purposes into special
revenue, debt service and capital projects fund groups. Information is presented separately in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures and changes in fund balances for the General Fund and the Sales Tax Fund, which
are considered major funds. Data from all the other governmental funds are combined into a
single aggregated presentation.
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At June 30, 2021, the City’s governmental funds reported combined fund balances of
$18,409,127, an increase of $5,028,791 in comparison with the prior year. Approximately 16%
of this amount, $2,903,911, constitutes unassigned fund balance, which is available for spending
at the government’s discretion. The remainder of the fund balance is either nonspendable,
restricted, committed, or assigned to indicate that it is |) not in spendable form ($323,704) 2)
restricted for particular purposes ($2,789,312), 3) committed for particular purposes
($11,466,929), or 4) assigned for particular purposes ($925,271).

The general fund is the chief operating fund of the City. At the end of the current fiscal year,
unassigned fund balance of the general fund was $2,903,911. The Fund balance increased
$1,183,393. As a measure of the general fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total general fund expenditures. Unassigned
fund balance represents approximately | 1% of total general fund expenditures.

The Sales Tax Fund, a major fund, had a $4,545,304 increase in fund balance during the current
fiscal year which put the overall fund balance at $5,526,168 as of June 30, 2021. The entire fund
balance has been committed for particular purposes by the City.

The Airport Capital Projects Fund, a major fund, had a $36,981 increase in fund balance during
the current fiscal year which put the overall fund balance at $89,841 as of June 30, 2021. The
entire fund balance has been restricted for capital projects at the City’s Airport.

The Capital Projects Fund, a major fund, had a $7,058 decrease in fund balance during the
current fiscal year which put the overall fund balance at $3,367,554 as of June 30, 2021. The
entire fund balance has been committed for capital projects within the City.

Proprietary Funds. The City maintains two types of proprietary funds. Enterprise funds are
used to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses enterprise funds to account for its water and sewer
operations. Internal service funds are an accounting device used to accumulate and allocate costs
internally for general liability, worker’s compensation self-insurance and health insurance. The
services provided by these funds benefit the governmental and business-type functions. They
have been included within business-type and governmental activities in the government-wide
financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary funds financial statements provide separate

information for water and sewer systems.

Proprietary fund financial statements can be found on pages 23 - 26 of this report.
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Notes to Financial Statements.

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 28 - 88 of this report.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the City of Hammond, assets and deferred outflows of
governmental and business-type activities exceeded liabilities and deferred inflows by
$56,688,933 at the close of the most recent fiscal year.

In accordance with GASB Statement No. 68, the City records the net pension liability of the
three retirement plans that service the City. This has caused a deficit unrestricted amount. By far
the largest portion of the City’s net position reflects the investment in capital assets net of any
related outstanding debt used to acquire those assets. The City of Hammond uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’s investment in capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities. For more
detailed information refer to page |6, Statement of Net Position.

An additional portion of the City of Hammond’s net position represents resources that are
subject to external restrictions on how they may be used.
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Net Position. The following table reflects condensed information on the City’s net position:

ASSETS:
Current and other assets
Land
Construction in progress
Capital assets (net of
accumulated depreciation)

TOTAL ASSETS

DEFERRED OUTFLOWS OF
RESOURCES:

LIABILITIES:
Other liabilities
Noncurrent liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF
RESOURCES:

NET POSITION:
Netinvestment in capital
assets
Restricted for:
Debt service
Capital Projects
Unrestricted

TOTAL NET POSITION $ 42,762,657

Capital Assets

City of Hammond, Louisiana

Net Position
Governmental Governmental Business-Type Business-Type
Activities Activities Activities Activities Total Total
2021 2020 2021 2020 2021 2020
$ 24,299,946 $ 15716119 $ 4441227 $ 3,489,064 28,741,173 $ 19,205,183
6,412,947 6,412,947 158,047 158,047 6,570,994 6,570,994
4,158,740 4,045,619 461,585 134,157 4,620,325 4,179,776
50,084,048 50,064,366 17,577,740 19,017,955 67,661,788 69,082,321
84,955,681 76,239,051 22,638,599 22,799,223 107,594,280 99,038,274
8,729,158 7,663,267 1,777,380 1,117,561 10,506,538 8,780,828
6,557,995 3,456,262 1,358,448 1,620,325 7,916,443 5,076,587
41,998,722 41,426,384 9,099,532 7,805,633 51,098,254 49,232,017
48,556,717 44,882,646 10,457,980 9,425,958 59,014,697 54,308,604
2,365,465 2,657,761 31,723 92,658 2,397,188 2,750,419
51,895,513 49,827,995 13,750,165 15,768,952 65,645,678 65,596,947
2,330,186 2,596,590 - - 2,330,186 2,596,590
1,835,041 2,894,256 - - 1,835,041 2,894,256
(13,298,083) (18,956,930) 176,111 (1,370,784) (13,121,972) (20,327,714)
$ 36361911 $ 13,926,276 $ 14,398,168 $ 56,688,933 $ 50,760,079

There was a net decrease in Capital Assets of $1,420,533 for the year ended June 30, 2021. This decrease is
primarily the result of depreciation.
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Long Term Debt

The following table reflects information on the City’s Bonds Payable.

Governmental Funds:

Balance Balance
06/30/2021 06/30/2020

Limited Tax Revenue Bonds, Series 201 | $ 900,000 $ 1,335,000
Sales Tax Bonds, Series 2015 6,308,998 7,269,467
Limited Tax Certificates, Series 2018 150,000 200,000

TOTAL GOVERNMENTAL FUNDS $ 7,358,998 $ 8,804,467

At year-end, the City of Hammond had $7,358,998 in bonds outstanding, which was a decrease of 16% over
the prior year, as shown in the Table above. More information about the City of Hammond’s long-term
liabilities is provided in notes 9, 10, 11, 19 and 20.

Proprietary Funds:

Balance Balance
06/30/2021 06/30/2020

Revenue Bonds, Series 2013 $ 3,220,770 $ 3,434,770

Revenue Bonds, Series 2020 106,437 106,437

TOTAL PROPRIETARY FUNDS $ 3,327,207 $ 3,541,207

10
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CHANGES IN NET POSITION. The City’s total revenues and expenses for governmental and business-type activities are
reflected in the following table of condensed information:

REVENUES:
Program revenues:
Charges for services
Operating grants
and contributions
Capital grants and contributions
General revenues:
Sales tax
Ad valorem taxes
Franchise fees
Investment earnings
Gaming revenues
Transfers
Gain on sale of fixed assets
Pension contributions from non-
employer contributing entities

Total revenues

EXPENSES:
General government
Economic development
Urban redevelopment
Public safety - police/fire
Public works
Health and sanitation
Culture and recreation
Airport
Cemeteries and municipal grounds
Water and sewer operating expenses
Paying agent fees on long-term debt
Interest on long-term debt

Total expenses

Increase (decrease) in net position

Net position — beginning of year
(originally stated)

Prior period adjustment

Net position — beginning of year

(restated)

Net position - end of year

City of Hammond, Louisiana

Changes in Net Position

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020

$ 4449240 $ 4,487,331 $ 5,620,771 $ 4,869,584 $ 10,070,011 $ 9,356,915
1,479,104 1,533,108 - - 1,479,104 1,533,108
430,746 2,163,730 41,295 569,916 472,041 2,733,646
25,696,011 20,934,860 - - 25,696,011 20,934,860
5,230,893 5,098,787 - - 5,230,893 5,098,787
973,504 868,055 - - 973,504 868,055
84,351 123,704 9,652 24,177 94,003 147,881
1,243,444 835,162 - - 1,243,444 835,162
21,216 100,000 (21,216) (100,000) - -
16,647 1,607 - - 16,647 1,607
768,763 717,608 56,856 56,856 825,619 774,464
40,393,919 36,863,952 5,707,358 5,420,533 46,101,277 42,284,485
6,190,852 3,880,459 - - 6,190,852 3,880,459
295,459 374,954 - - 295,459 374,954
- 2,224 . - - 2,224
16,054,854 17,883,933 - - 16,054,854 17,883,933
7,274,614 6,276,550 - - 7,274,614 6,276,550
850,819 1,106,689 - - 850,819 1,106,689
919,796 676,846 - - 919,796 676,846
888,488 2,145,809 - - 888,488 2,145,809
1,367,594 1,381,579 - - 1,367,594 1,381,579
- - 5,139,250 5,960,004 5,139,250 5,960,004
1,451 750 - - 1,451 750
149,246 200,880 - - 149,246 200,880
33,993,173 33,930,673 5,139,250 5,960,004 39,132,423 39,890,677
6,400,746 2,933,279 568,108 (539,471) 6,968,854 2,393,808
36,361,911 33,428,632 14,398,168 14,937,639 50,760,079 48,366,271
- - (1,040,000) - (1,040,000) -
36,361,911 33,428,632 13,358,168 14,937,639 49,720,079 48,366,27 |
$ 42,762,657 $ 36361911 $ 13,926,276 $ 14,398,168 $ 56,688933 $ 50,760,079

11
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Revenues by Source — Governmental Activities June 30, 2021
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The following chart reflects the City’s revenues for the years ended June 30, 2021 and 2020:

Revenues June 30, 2021 June 30, 2020 Difference
Sales Tax $ 25,696,011 $ 20,934,860 $ 4,761,151
Capital Grants and Contributions 430,746 2,163,730 (1,732,984)
Ad valorem Taxes 5,230,893 5,098,787 132,106
Charges for Services 4,449,240 4,487,331 (38,091)
Operating Grants and Contributions 1,479,104 1,533,108 (54,004)
Franchise Fees 973,504 868,055 105,449
Investment Earnings 84,351 123,704 (39,353)
Gaming Revenue 1,243,444 835,162 408,282
Transfers 21,216 100,000 (78,784)
Gain on sale of fixed assets 16,647 1,607 15,040
Pension Contributions from non-

employer contributing entities 768,763 717,608 51,155

Total Revenues $ 40,393,919 $ 36,863,952 $ 3,529,967

The cost of all governmental activities for the year ended June 30, 2021 was $33,993,173. The
Statement of Activities for the year ended June 30, 2021 on page |7 shows that those who use
the services financed $4,449,240 and $1,909,850 was financed by grants and contributions
with the City’s general revenues financing $34,034,829.

The City’s largest programs are public safety, public works, and general government. The
graph below shows the expenses and program revenues generated by governmental activities.

Expenses and Program Revenue — Governmental Activities
For the Year Ended June 30, 2021

13
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Expenses and Program Revenue — Governmental Activities
For the Year Ended June 30, 2020

Budget

During the course of the year, the City revises its budget to take into consideration
significant changes in revenues and expenditures. Louisiana Revised Statute 39:1311
requires that the budget be revised if either expected revenues are less or anticipated
expenditures are in excess of budgetary goals by 5% or more.

With not knowing the continued impact of the coronavirus on the economy, and sales tax
serving as a major revenue source for the General Fund, a conservative budget approach
was used for the FY2021. Expenditures were budgeted in anticipation of all costs and
projects. Departments were asked to budget within their current revenues where
reasonably possible to reduce the impact to the department’s available fund balance.

Request for Information
Questions concerning any financial information provided or request for additional
financial information should be addressed to Laura Hammett, Finance Director, City of

Hammond, P.O. Box 2788, 310 East Charles, Hammond, Louisiana 70404-2788, (985) 277-
5617.
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Memorandum of Advisory Comments

CITY OF HAMMOND

June 30, 2021
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INTERNAL CONTROL
AND RELATED MATTERS



1 CPAs & CONSULTANTS

To the Honorable Pete Panepinto, Mayor
Members of the City Council
CITY OF HAMMOND

We have audited the financial statements of the City of Hammond (the City), as of and for the
year ended June 30, 2021, and have issued our report thereon dated January 27, 2022. As part
of our audit we considered the City’s internal control in order to determine the nature, timing,
and extent of our auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal controls.

Our consideration of the internal controls has been reported on in a separately issued report
entitled “Independent Auditors’ Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards."

This memorandum summarizes various other matters which have come to our attention. While
not involving significant deficiencies, these matters do present opportunities for strengthening the
internal control and improving the operating efficiency of the City.

We have discussed our comments and recommendations with various administrative personnel
and the City has completed a corrective action plan. We will be pleased to discuss these comments
and suggestions with you in further detail at your convenience, perform any additional study of
these matters, or assist you in implementing the recommendations.

Rustner l’d«W 240

Metairie, Louisiana
January 27, 2022

3330 West Esplanade Avenue, Suite 100 CPAmerica P: 504 838-9991 F: 504 833-7971

stairie, LA 7 2 , e orn -
Mectairie, LA 70002 vember  Crowe Global www .kl-cpa.com
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COMMENTS
2021-01

During our audit procedures we noted that while the City does have a formal written uniform and
equipment policy for employees, they do not have a formal written policy or procedure to
specifically address the purchase and use of apparel and equipment by the City’s elected officials.
Formal written policies and procedures provide guidance and aid in the continuity and consistency
of operations and to meet management’s expectations, while reducing the opportunity of
noncompliance with applicable state laws and regulations.

Recommendation

To maintain a strong internal control structure and to ensure that proper controls are
implemented to provide continuity and consistency with operations, and to prevent the potential
for noncompliance with applicable state laws and regulations, we recommend that management
establish a formal written policy or procedure documenting the purpose, limitations and
expectations similar to those of the written uniform and equipment policy for City employees.

Management’s Response

See Management’s Corrective Action Plan

2021-02

During our audit procedures, we noted the City has many accounts receivable balances that are
overdue by many months. This causes a decrease in cash flow and creates a potential for future

uncollectible accounts.

Recommendation

To maintain a strong internal control structure and to ensure that proper controls are
implemented over cash receipts, we recommend that management immediately review and
address those accounts overdue to ensure proper collection. In addition, management should
implement a policy to identify slow paying customers as soon as a potential collection problem is
detected. This will increase cash flow and reduce the potential for bad debt write-offs.

Management’s Response

See Management’s Corrective Action Plan



Lacy Landrum
Director of Administration

January 27, 2022

Michael J. Waguespack
Louisiana Legislative Auditor
PO Box 94397

Baton Rouge, LA 70804-9397

The following comments and recommendations were received during the audit process. Please review
our responses and corrective action plans.

Comment 2021-01

During our audit procedures we noted that while the City does have a formal written uniform and
equipment policy for employees, they do not have a formal written policy or procedure to specifically
address the purchase and use of apparel and equipment by the City’s elected officials. Formal written
policies and procedures provide guidance and aid in the continuity and consistency of operations and to
meet management’s expectations, while reducing the opportunity of noncompliance with applicable
state laws and regulations.

Auditor Recommendation

To maintain a strong internal control structure and to ensure that proper controls are implemented to
provide continuity and consistency with operations, and to prevent the potential for noncompliance
with applicable state laws and regulations, we recommend that management establish a formal written
policy or procedure documenting the purpose, limitations and expectations similar to those of the
written uniform and equipment policy for City employees.

Management’s Response

The City administration reviewed its uniform policy and realized that it applies more to employees than
elected officials. This lack of policy may allow for some to question reasonableness or assert
impropriety.

Management’s Corrective Action Plan

Using the current employee uniform policy, the City administration is drafting a uniform policy for
elected officials that outlines the purpose of City uniforms, their use and need, and that sets parameters
to establish reasonableness. The outlined parameters and process will ensure consistency and equity
while also avoiding any appearance of impropriety. The written policy will be taken to the City Council
for adoption.

Council: Kip Andrews - District 1 ¢ Carlee White Gonzales - District 2 ¢ Devon A. Wells - District 3 ¢ Sam DiVittorio - District 4 ¢ Steven J. Leon - District 5
P. O. Box 2788 * Hammond, LA 70404-2788 e (985) 277-5653 e Fax (985) 277-5602 ¢ www.Hammond.org



Comment 2021-02

During our audit procedures, we noted the City has many accounts receivable balances that are overdue
by many months. This causes a decrease in cash flow and creates a potential for future uncollectible
accounts.

Recommendation

To maintain a strong internal control structure and to ensure that proper controls are implemented over
cash receipts, we recommend that management immediately review and address those accounts
overdue to ensure proper collection. In addition, management should implement a policy to identify
slow paying customers as soon as a potential collection problem is detected. This will increase cash flow
and reduce the potential for bad debt write-offs.

Management’s Response

The City administration agrees that many customers have accounts receivable balances that were
overdue. Many of the balances have already been paid after the City implemented more aggressive
collection procedures.

Management’s Corrective Action Plan

Management has implemented procedures that ensure the Utility Billing Supervisor and Accounting
Department staff are reviewing past due balances every month and enacting more aggressive steps for
collection.

Sincerely,

Ao ~—

Lacy Landrum
Director of Administration





