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Independent Auditor's Report

Village of Quitman
Quitman, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, business-type
activities, and each major fund of the Village of Quitman, as of and for the year ended December 31, 2019,
and the related notes to the financial statements, which collectively comprise the Village of Quitman's basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

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

Members of American Institute of Members of Society of Louisiana Member of AICPA Governmental
Certified Public Accountants Certified Public Accountants Audit Quality Center
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, the business-type activities, and each major fund of the Village of
Quitman, as of December 31, 2019, and the respective changes in financial position, and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

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

Management has omitted the management's discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of the financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Quitman's basic financial statements. The Schedule of Compensation, Benefits, and
Other Payments to Agency Head and the Schedule of Paid Aldermen are presented for the purposes of
additional analysis and are not a required part of the basic financial statements.

The Schedule of Compensation, Benefits, and Other Payments to Agency Head and the Schedule of Paid
Aldermen are the responsibility of management and were derived from and related directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinton, the Schedule of Compensation, Benefits, and Other
Payments to Agency Head and the Schedule of Paid Aldermen are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 30, 2021 on
our consideration of the Village of Quitman'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 internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Village of Quitman's internal control over financial
reporting and compliance.

Konnethdd Fatiton » (%, (P

Jonesboro, Louisiana
June 30, 2021
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Village of Quitman
Quitman, Louisiana

Statement of Net Posttion
As of December 31, 2019

Assets
Cash and equivalents
Investments
Accounts receivable

Cash and equivalents - restricted

Capital assets (net of accumulated
depreciation)

Total Assets

Liabilities
Accounts payable
Payroll liabilities
Cash overdraft
Customer meter deposits
Long-term liability - current portion
Long-term liability - accrued interest
Long-term liability - noncurrent portion

Total Liabilities

Net Position
Net investment in capital assets
Unrestricted

Total Net Position

Statement A

125,554 % 48,768 § 174,322
26,986 43,175 70,161
- 18,799 18,799

- 95.359 95.359
267,950 1,636,264 1,504,214
420,490 1,842,365 2,262,855
4420 2,681 7,101

- 172 172

- 1,702 1,702

- 13,860 13,860

- 35,954 35,954

- 14,665 14,665

- 534,113 534,115

4420 603,149 607,569
267,950 1,102,149 1,370,099
148,119 137.067 285,186
416,069 % 1,239,216 § 1,655,285

The accompanying notes are an integral part of these financial statements.
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Functions/Programs
Primary government

Governmental activities
General government

Police

Highways and streets
Total governmental

activities

Business-type activities

Water and sewer

Total primary government

Village of Quitman
Quitman, Louisiana

Statement of Activities

For the Year Ended December 31, 2019

Statement B

Major Funds Net (Expense) Revenue and Changes in Net Position
Expenses Gharg;s for Operating Grants Cap‘itaE Grants and Gove;nmgntai Busingsgtype Total
Services and Contributions | Contributions Activities Activities
S 60.744 S -8 -8 -S (60,744) 8 - (60.744)
4.526 18,811 - - 14,285 - 14,285
283,420 248,995 - (34,425) - (34.425)
348,690 18,811 248,995 {80.884) - (80.884)
287,166 175,133 19,800 327,725 - 235,492 235,492
S 635,856 8 193944 % 268,795 8 327,725 (80.884) 235,492 154,608
General Revenues
Taxes:

Franchise taxes 3,638 - 3,638
Licenses 217284 - 21.284
Investment earnings 285 413 698
Rental income 210 - 210
Other revenue 11,120 3,264 14384
Operating transfers 154,674 {154,674 -

Total general revenues and transfers 191,211 (150,997) 40,214
Change in net position 110,327 84,495 194,822
Net position - December 31, 2018 305,742 1,154,722 1,460 464
Net position - December 31, 2019 416,069 8 1,239.217 § 1,655,286

The accompanying notes are an integral part of these financial statements.
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Village of Quitman
Quitman, Louisiana

Balance Sheet - Governmental Funds
As of December 31, 2019

General Fund

Assets
Cash and equivalents $ 125,554
Investments 26,986
Total Assets $ 152,540
Liabilities & Fund Balances
Liabilities:
Accounts payable $ 4,420
Total Liabilities 4,420
Fund balances:
Unassigned, reported in:
General revenue fund 148,119
Total Fund Balances 148,119
Total Liabilities and Fund Balances $ 152,539

The accompanying notes are an integral part of these financial statements.
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Statement D
Village of Quitman
Quitman, Louistana

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
As of December 31, 2019

Total Fund Balances at December 31, 2019 - Governmental Funds (Statement C)  § 148,119

Total Net Position reported for governmental activities in the Statement of Net
Position (Statement A) are different because:

Capital assets used in governmental activities are not financial resources and,
. R\ i~ 267,950
therfore, are not reported in governmental funds, net of depreciation.

Net Position at December 31, 2019 $ 416,069

The accompanying notes are an integral part of these financial statements.
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Village of Quitman
Quitman, Louisiana

Statement E

Statement of Revenues, Expenditures, and Changes in Fund Balance - Governmental Funds

For the Year Ended December 31, 2019

Revenues
Taxes:
Franchise tax
Licenses and permits
Operating grant
Fines, forfeitures, and court costs
Rent, royalty, and commission
Miscellaneous

Total revenues

Expenditures
Current:
General government
Public safety
Police
Streets
Capital outlay

Total expenditures

Excess (deficiency) of revenues over (under) expenditures
Other financing sources (uses)

Interest earnings

Operating transfers

Total other financing sources (uses)
Net changes in fund balances

Fund balances - December 31, 2018
Fund balances - December 31, 2019

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

3,638
21,284
248,995
18,811
210
11,120

304,058

44,162

4,526
283.420
4,710

336,818

(32,760)

285
154,674

154,959

122,199

25,920

148,119




Village of Quitman
Quitman, Louisiana

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Funds Balances to the Statement of Activities

For the Year Ended December 31, 2019

Total net change in Fund Balances - Governmental Funds (Statement E)

Amounts reported 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 capitalized over their
estimated useful lives as depreciation expense. This is the amount by which
capital outlay differs from depreciation for the period.

Depreciation

Capital outlay

Change in net position of governmental activities (Statement B)

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

$ 122,199
(16,582)

4,710

$ 110,327




Statement G
Village of Quitman
Quitman, Louisiana

Statement of Net Position - Proprietary Fund
As of December 31, 2019

Water & Sewer Fund
Assets
Current Assets:

Cash and equivalents $ 48,768

Investments 43,175

Accounts receivable 18,799
Total Current Assets 110,742
Noncurrent Assets:

Cash and equivalents - restricted 95,359

Capital assets (net of accumulated depreciation) 1,636,264
Total Noncurrent Assets 1,731,623
Total Assets $ 1.842.365
Liabilities
Current Liabilities:

Accounts payable $ 2,681

Payroll liabilities 172

Cash overdraft 1,702

Long-term liability - current portion 35,954

Long-term liability - accrued interest 14,665
Total Current Liabilities 55,174
Current liabilities payable from restricted assets

Customer meter deposits 13,860
Non-Current Liabilities:

Long-term liability - noncurrent portion 534,113
Total Non-Current Liabilities 534,115
Total Liabilities 603,149
Net Position

Net investment in capital assets 1,102,149

Unrestricted 137,067
Total Net Position $ 1,239,216

The accompanying notes are an integral part of these financial statements.
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Village of Quitman
Quitman, Louisiana

Statement H

Statement of Revenues, Expenses, and Changes in Fund Net Posttion - Proprietary Fund

Operating Revenunes
Water sales
Sewer fees
Operating grant
Miscellaneous income

Total operating revenues

Operating Expenses
Personnel services
Supplies
Repairs and maintenance
Contractural services
Miscellaneous
Depreciation

Total operating expenses

Operating Income (Loss)

For the Year Ended December 31, 2019

Non-operating Revenunes (Expenses)

Interest earnings

Capital grant

Total non-operating revenues (expenses)

Income (loss) before transfers

Operating transfers

Change in net position

Total Net Posttion - December 31, 2018
Total Net Posttion - December 31, 2019

The accompanying notes are an integral part of these financial statements.
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Water & Sewer Fund

$ 163,113

12,020
19,800
3.264

198,197

43,793
9,982
26,321
10.407
48,584
148.079

287.166

(88,969)

413
327,725

328,138

239,169

(154,674)

84,495
1,154,722

$ 1,239,217




Village of Quitman
Quitman, Louisiana

Statement of Cash Flows - Proprietary Fund
For the Year Ended December 31, 2019

Cash flows from operating activities
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees

Net cash provided by (used for) operating activities

Cash flows from non-capital financing
Transfers to other funds
Net cash provided by (used for) non-capital financing activities

Cash flows from capital and related financing activities
Acquisition of capital assets
Principal paid on capital debt
New borrowings on capital assets
Capital grant
Net cash provided by (used for) capital and related financing activities

Cash flows from investing activities
Other income
Interest earnings
Net cash provided by (used for) investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - December 31, 2018
Cash and cash equivalents - December 31, 2019

Reconciliation of operating income to net provided by operating activities
Operating income
Adjustments
Depreciation
Net changes in assets and liabilities
Accounts receivable
Due from other funds
Inventory
Customers' meter deposits
Accounts payable
Payroll liabilities
Interest payable
Net cash provided for (used for) operating activities

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

] Water & Sewer Fund |

$ 162,284
(6,717)

(46,083)

109,484

(154,674)
(154,674)

(415,275)
(108,355)
273,921
327,725

78,017

1,295
413
1,708

34,335

109,592
$ 144,127

$ (88,970)
148,079

231
37,870

3,452

1,700

(5,564)

(1,979)

14,665

$ 109,484
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Village of Quitman
Quitman, Louisiana

Notes to the Financial Statements
As of and for the year ended December 31, 2019

INTRODUCTION

The Village of Quitman, Louisiana was incorporated in 1901 under the Louisiana Revised Statutes 33:52.
The Village consists of 190 citizens. The Village operates under the Mayor-Board of Alderman form of
government. The Board of Aldermen consists of three members who are elected. The Village is located in
North Louisiana in Jackson Parish.

The Village employs a village clerk, chief of police, and water and sewer superintendent as part-time
employees.

The Village provides the following services to its residents: public safety (police and fire), highways and
streets, parks and recreation, and general administrative services through the general fund; and water and
sewer facilities through the enterprise fund.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Basis of Presentation

The accompanying financial statements of the Village have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The Village applies all relevant
GASB pronouncements, as applicable to governmental entities. Also, the Village's financial statements are
prepared in accordance with the requirements of Louisiana R.S. 24:513, the Louisiana Municipal Audit and
Accounting Guide and to the industry guide, Audits of State and Local Government Units, published by the
American Institute of Certified Public Accountants.

B. Reporting Entity

GASB Statement No. 14, The Financial Reporting Entity, established criteria for determining the
governmental reporting entity and component units that should be included within the reporting entity.
Under provisions of this Statement, the Village is considered a primary government, since it is a general
purpose local government that has a separately elected governing body, is legally separate, and is fiscally
mndependent of other state or local governments. As used in GASB Statement No. 14, fiscally independent
means that the Village may, without the approval or consent of another governmental entity, determine or
modify its own budget, levy its own taxes or set rates or charges, and issue bonded debt.

GASB Statement No. 39, Determining Whether Certain Organizations are Component Units, establishes
criteria for determining which, if any, component units should be considered part of the Village for financial
reporting purposes. GASB Statement No. 61 provides additional criteria for classifying entities as
component units. The basic eriterion for including a potential component unit within the reporting entity is
financial accountability, which includes:

1. Appointing a voting majority of an organization's governing body, and:
1. The ability of the government to impose its will on that organization and/or

ii. The potential for the organization to provide specific financial benefits to or impose specific financial
burdens on the government.
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Village of Quitman
Quitman, Louisiana

Notes to the Financial Statements
As of and for the year ended December 31, 2019

2. Organizations for which the government does not appoint a voting majority but are fiscally dependent
on the government and there is a potential for the organization to provide specific financial benefits to, or
to impose specific financial burdens on, the government regardless of whether the organization has a
separately elected governing board, a governing board appointed by a higher level of government, or a
jointly appointed board.

3. Organizations for which the reporting entity financial statements would be misleading if data of the
organization is not included because of the nature or significance of the relationship.

Based on the above criteria, no component units were identified for the Village of Quitman.
C. Government-Wide Financial Statements

The Village's government-wide financial statements include the Statement of Net Position and the
Statement of Activities. These statements present summaries of the governmental activities and the
business-type activities for the Village. Fiduciary activities of the Village are not included in these
statements.

These statements are presented on an "economic resources’ measurement focus and the acerual basis of
accounting. Accordingly, all of the Village's assets, deferred outflows of resources, liabilities, and deferred
inflows of resources, including capital assets and long-term liabilities, are included in the accompanying
Statement of Net Position. The Statement of Activities presents changes in Net Position. Under the accrual
basis of accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which the liability is incurred, regardless of the timing of related cash flows.
Revenues, expenses, gains, losses, assets and liabilities resulting from exchange or exchange-like
transactions are recognized when the exchange occurs (regardless of when cash 1s received or disbursed).
Revenues, expenses, gains, losses, assets and liabilities resulting from nonexchange transactions are
recognized in accordance with the requirements of GASB Statement No. 33, Accounting and Financial
Reporting for Nonexchange Transactions.

The Statement of Activities presents a comparison between direct expenses and program revenues for each
function of the Village of Quitman's governmental activities.

Program Revenues - Program revenues mcluded in the Statement of Activities (Statement B) are derived
directly from parties outside the Village's taxpayers or citizenry, including (a) fees and charges paid by the
recipient for goods or services offered by the program, and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program; program revenues reduce the cost
of the function to be financed from the Village's general revenues.

Direct Expenses - The Village reports all direct expenses by function in the Statement of Activities
(Statement B). Direct expenses are those that are clearly identifiable with a function. Depreciation
expense, which can be specifically identified by function, is included in the direct expenses of each
function.

Indirect Expenses - The Village reports all indirect expenses separately on the Statement of Activities
(Statement B). Indirect expenses are those expenses that are not clearly identifiable with a function.
Interest on long-term debt is considered an indirect expense.

General revenues are taxes and other items that are not properly included among program revenues. The
effect of interfund activity has been removed from the government-wide financial statements.
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Village of Quitman
Quitman, Louisiana

Notes to the Financial Statements
As of and for the year ended December 31, 2019

D. Fund Financial Statements

The accounts of the Village of Quitman are organized on the basis of funds, 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, deferred outflows of resources, liabilities, deferred inflows of
resources, fund equity, revenues, expenditures or expenses, as appropriate, additions, and deductions. Fund
accounting segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with finance-related legal and contractual provisions. The minimum number of
funds maintained is consistent with legal and managerial requirements. Funds of the Village are classified
nto two categories: governmental and proprietary.

Governmental Funds

Governmental fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds. An accompanying schedule
1s presented to reconcile and explain the differences in fund balances and changes in fund balances as
presented in these statements to the net position and changes in net position presented in the Government-
Wide financial statements. The Village has presented all major funds.

All governmental funds are accounted for on a spending or "current financial resources" measurement focus
and the modified accrual basis of accounting. Accordingly, only current assets, deferred outflows of
resources, current liabilities, and deferred inflows of resources are included on the Balance Sheets.
Amounts recorded as assets exclude capital assets and the acquisition of capital assets is treated as an
expenditure. Long-term debts are reported as an other financing source, and repayment of long-term debt is
reported as an expenditure. The Statement of Revenues, Expenditures and Changes in Fund Balances
presents increases (revenues and other financing sources) and decreases (expenditures and other financing
uses) in fund balance.

Under the modified accrual basis of accounting, revenues are recognized in the accounting period in which
they become both measurable and available to finance expenditures of the current period. "Measurable"
means the amount of the fransaction can be determined, and "available" means collectible within the current
period or soon thereafter to pay liabilities of the current period. Accordingly, revenues are recorded when
received in cash and when collected within 60 days after year-end. Expenditures are recorded in the
accounting period in which the related fund liability is incurred, except for principal and interest on general
long-term debt, which are recognized when due.

The Village of Quitman reports the following major governmental funds:

General Fund - The primary operating fund of the Village, the General Fund, accounts for all financial
resources, except those required to be accounted for in other funds. The General Fund is available for any
purpose provided it is expended or transferred i accordance with state and federal laws and according to
Village policy.

Revenues

The governmental funds use the following practices in recording revenues:




Village of Quitman
Quitman, Louisiana

Notes to the Financial Statements
As of and for the year ended December 31, 2019

Those revenues susceptible to accrual are property taxes, franchise taxes, and charges for services.
Fines and permit and license revenues are not susceptible to accrual because generally they are not
measurable until received in cash.

Entitlements and shared revenues are recorded as unrestricted grants-in-aid at the time of receipt or
earlier if the susceptible-to-accrual criteria are met. Expenditure-driven grants are recognized when the
qualifying expenditures have been incurred, all other grant requirements have been met, and the
susceptible-to-acerual criteria have been met.

Interest earnings are recorded when the investments have matured and the interest is available.

Expenditures

The governmental funds use the following practices in recording expenditures:
Salaries are recorded as expenditures when earned by employees.

Purchases of various operating supplies, ete. are recorded as expenditures when the related fund liability
1s incurred.

Compensated absences are recognized as expenditures when leave is actually taken or when employees,
or their heirs, are paid for accrued leave upon retirement or death.

Principal and interest on long-term debt are recognized when due.

Other Financing Sources (Uses)

The governmental funds use the following practices in recording other financing sources (uses):

Transfers between funds that are not expected to be repaid, sales of fixed assets, and long-term debt
proceeds and payments, are accounted for as other financing sources (uses). These other financing
sources (uses) are recognized at the time the underlying events occur.

Proprietary Funds

All proprietary funds are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and liabilities associated with the operation of these funds are included on the
balance sheet. Fund equity (net total position) is segregated into three components-net investment in
capital assets, restricted net position, and unrestricted net position. Proprietary fund-type operating
statements present increases (revenues) and decreases (expenses) in net total position. The proprietary
funds use the accrual basis of accounting, where revenues are recognized in the period in which they are
earned while expenses are recognized in the period in which the liability is incurred, regardless of the
timing of the related cash flows.

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

purpose.
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Village of Quitman
Quitman, Louisiana

Notes to the Financial Statements
As of and for the year ended December 31, 2019

The Enterprise Fund of the Village of Quitman is the Water and Sewer Fund, which accounts for the
operations of the waterworks and sewerage systems. The intent of the Village for these facilities is (a) that
the costs (expenses, including depreciation) of providing goods and services to the general public on a
continuing basis be financed or recovered primarily through user charges or (b) that the periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

Revenues and Expenses

Operating revenues in the proprietary fund are those that are generated from the primary operations of the
fund. All other revenues are reported as non-operating revenues. Operating expenses are those expenses
that are essential to the primary operations of the fund. All other expenses are reported as non-operating
expenses.

E. Equity Classifications

The Village of Quitman has implemented GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position.

In the Government-Wide Financial Statements and the Proprietary Fund Financial Statements, the
difference between (a) assets and deferred outflows of resources and (b) liabilities and deferred inflows of
resources 1s classified as net position and reported in three components:

Net investment in capital assets: This classification consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages,
notes, or other borrowings that are attributable to the acquisition, construction, or improvement of these
assets.

Restricted net position: This classification consists of net position with constraints placed on its use etther
by external groups such as creditors, grantors, contributors, or laws or regulations of other governments,
or law through constitutional provision or enabling legislation.

Unrestricted net position: Any other net position that does not meet the definition of "restricted" or "net
mvestment in capital assets."”

When an expense is incurred for the purposes for which both restricted and unrestricted net position are
available, management applies unrestricted net position first, unless a determination is made to use
restricted net position. The policy concerning which to apply first varies with the intended use and legal
requirements. This decision is typically made by management at the mcurrence of the expense.

The Governmental Fund Financial Statements present fund balances based on classifications that comprise
a hierarchy that is based primarily on the extent to which the Village is bound to honor constraints on the
specific purposes for which amounts in the respective governmental funds can be spent. The classifications
used in the governmental fund financial statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) are legally or contractually required to be maintained intact. The Village did not
have any nonspendable funds for the year ended December 31, 2019.
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