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TOWN OF COTTON VALLEY
MANAGEMENT DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

The management of the Town of Cotton Valley, Louisiana offers readers of the Town of Cotton
Valley, Louisiana's (Town) financial statements this narrative overview and analysis of the
financial activities of the Town for the year ended December 31, 2020. Thismanagement discussion
and analysis ("MD&A") is designed to provide anobjective analysis of the Town's financial activities
based on currently known facts, decisions, and conditions. It is intended to provide readers with a
broad overview of Town finances. It is also intended to provide readers with an analysis of the
Town's short-term and long-term activities based on information presented in the financial report
and fiscal policies that have been adopted by the Town. Specifically, this section is designed to
assist the reader in focusing on significant financial issues, provide an overview of the Town's
financial activity, identify changes in the Town's financial position (its ability to address the next
and subsequent year challenges), identify any material deviations from the financial plan (the
approved budget), and identify individual fund issues or concerns.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town's basic financial
statements. The Town's basic financial statements consist of the government-wide financial
statements, fund financial statements,andnotestothefinancial statements. Thisreportalsocontains
other supplementary information, which is in addition to the basic financial statements
themselves.

Government-Wide Financial Statements

Government-wide financial statements are designed by GASB StatementNo. 34 tochange thewayin
which governmental financial statements are presented. It now provides readers with a concise
"entity-wide" Statementof NetPosition and Statementof Activities, whichseek to givethe user of the
financial statements a broad overview of the Town's financial position and results of operations in
a manner similar to private sector businesses.

The statement of net position presents information on all of the Town's assets and liabilities using
the accrual basis of accounting, which is similar to the accounting used by most private sector
companies. The difference between the two is 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
Town is improving or weakening.

The statement of activities presents information which shows how the government's net position
changed during this fiscal year. All changes in net position are reported as soon as the underlying
event occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses are
reported in thisstatement for some items that will only result in cash flows in future periods (e.g.,
uncollected taxes).

Each of these reports is broken down between governmental activities and business-type
activities. Governmental activities normally are those activities that are supported by taxes,
licenses, permits, fines, and intergovernmental revenues, for example, the police department.
Business-type activities are functions that are intended to support their costs through charges for
services or fees, such as the Water and Sewer Departments.



TOWN OF COTTON VALLEY
MANAGEMENT DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Government-wide Financial Analysis

Asnoted earlier, net position may, overtime, serve as a useful indicator of a government's financial
position. At the close of the most recent fiscal year, the Town's assets exceeded its liabilities by
$2,485,702 (net position); this represents a decrease of $116,105 from the last fiscal year. Of this
total net assetamount, $(255,666) is unrestricted netposition. The Town's net position is comprised
of $70,302 from governmental activities and $2,415,400 from business-type activities.

The following is a condensed statement of the Town of Cotton Valley's net position as of
December 31, 2020:

GovemmentakType Activities Business-Type Activities Total
2020 2019 2020 2019 2020 2019
Assets
Current & Other Assets $ 19,0653 $ 21,191 $ 125,383 % 98,630 $ 144,436 $ 119,821
Capital Assets (net) 80,191 86,030 2,960,775 2,977,230 3,040,966 3,063,260
Total Assets $ 99,244 3 107,221 $3,086,158 3,075,860 $3,185,402 $3,183,081
Liabilities
Other Liabilities $ 10,803 $ 13,708 $ 113,162 $ 105,495 $ 123,965 $ 119,203
Long-Term Liability - - 557,596 447,672 557,596 447,672
Total Liabilities $ 10,803 % 13,708 $ 670,758 $ 553,167 $ 681,561 $ 566,875
Deferred Inflows of Resources $ 18,139 $ 14,399 $ - $ - 5 -

Net Position
Invested In Capital Assets, Net $ 80,191 $ 86,030 $2,379,240 $2,507,32¢6 $2,459,431 $2,593,356

Contributed Capital 248,905 248,905 248,905 248,905

Restricted 2,461 5,699 30,571 14,220 33,032 19,919

Unrestricted (12,350} (12,615) (243,316) (247,758) (255,666) (260,373)
Total Net Position $ 70302 $ 79114 $2,415400 $2,522,693 $2,485702  $2,601,807

By far thelargest portion of the Town's net position, $2,459,431 reflects itsinvestment in capital assets
(e.g., land, buildings, machinery and equipment, town infrastructure, etc.) less any related debt
used to acquire those assets still outstanding. The Town uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the
Town's capital assets are reported net of related debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since capital assets themselves cannot be
used to liquidate these liabilities.

The Town has accumulated $16,346 and $14,225 restricted for customer deposits and debt service,
respectively.

The balance of (5255,666) is unrestricted net position, whichmaybe used tomeet the government's
on-going obligations to citizens and creditors.



TOWN OF COTTON VALLEY
MANAGEMENT DISCUSSION AND ANALYSIS
DECEMBER 31, 2020
Continued

The Town has total outstanding debt of $581,535, which was used to finance some of the $3,040,966
capital assets. Total liabilities of $681,561 are equal to 28% of the total net position.

The following is a summary of the statement of activities:

Governmental-Type Activities Business-Type Activities Total
2020 2019 2020 2019 2020 2019

Revenue
Program Revenue $ 44966 § 117295 $ 434343 § 384,236 § 479,309 § 501,531
General Revenue & Transfers 212,115 195,598 (52,381) (15,603) 159,734 179,995

Total Revenue $ 257,081 § 312,803 § 381,962 $§ 368,633 § 639,043 § 681,526
Expenses
General & Administrative $ 184,491 $ 213,865 $ 184491 § 213,865
Public Safety 75,563 74,318 75,563 74,318
Other 5,839 5,710 5,839 5,710
Water & Sewer Utilities - - 489,255 432953 489,255 432,953

Total Expenses $ 265,893 $ 293,803 § 489,255 $ 432953 § 755,148 § 726,846
Increase (Decrease) in Net Position (8,6812) 19,000 {107,293) {64,320) (116,105) (45,320}
Net Position, Beginning $ 79114 § 60,114 $2,522693 $2,587,013 $2,601,807 $2,647,127
Prior Period Adjustment 0 0
Net Position, Ending $ 70,302 $ 79114 $2,415400 $2,522,693 $2,485,702  $2,601,807

Governmental Activities

The governmental activities of the Town include General Government and Public Safety, in that
revenues normally associated with municipal operations, (e.g., property tax, franchise fees, license fees,
fines, and operating grants) are sufficient for thefunding of these activities.

Business-type Activities

The business-type activities of the Town are those that charge a fee to customers for the services provided.
The Town has two business-type activities, which are accounted for in enterprise funds. The Town uses
enterprise funds to account for the revenues and expenses related to the provision of water and sewer
services.



TOWN OF COTTON VALLEY
MANAGEMENT DISCUSSION AND ANALYSIS
DECEMBER 31, 2020
Continued

The following is a summary of the business-type activities of the Town:

Operating Net Income

Revenue Net Operating  (Loss) From

of Purchases  Expenses Operations

Year ended December 31, 2019 $ 384,236 $ 432,953 % (48,717)
Year ended December 31, 2020 434 343 489,255 (54,912)

Increase (Decrease) Between Years $ 50,107 $ 56,302 § (6,195)

Fund Financial Statements - Governmental Funds

The fund financial statements provide more detailed information about the Town's most significant funds
- not the Town as a whole. Funds are accounting devices that the Town uses to keep track of specific
sources of funding and spending for a particular purpose.

The Town currently maintains two individual governmental fund types. The fund typeincludes the General
fund and the Sales tax fund. Information is presented separately inthe Governmental Funds Balance Sheet
(Statement C)and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund
Balances (Statements E) for the General Fund and the Sales tax fund. The General Fund is considered to

be a major fund.

The Town adopts an annual budget for the General Fund and the Special Revenue fund. A statement of
revenues, expenditures, and changes in fund balance is presented in the Required Supplemental
Information Schedules 1 and 2, which compares actual revenues and expenditures to the original budget
and amended budget figures.

Financial Analysis of the Town's Governmental Funds

The Town of Cotton Valley's governmental fund (General Fund) reported an ending fund balance (deficit)
of (§12,350), which is an increase of $266 from prior year. The entire ending fund balance (deficit) of
($12,350) is unreserved.

Fund Financial Statements - Proprietary Funds

The Town maintains two proprietary funds. Proprietary funds are used to report the same functions as
business-type activities. The Town uses enterprise funds (the first type of proprietary fund) to account
for 1ts Waterand Sewer Operations. Theseenterprise fundsreportthesame functionspresented asbusiness-
type activities in the government-wide financial statements.



TOWN OF COTTON VALLEY
MANAGEMENT DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Continued

Financial Analysis of the Town's Proprietary Fund

The Town's proprietary funds show a decrease in ending retained earnings of $107,293. The 2020 operating
income (loss) of the Utility fund of ($20,101) represents an merease in revenue of $78,115 and an mcrease
in expenses of $42,706 from 2019 figures.

Financial statements of enterprise funds are presented on the same basis of accounting as in both the

governmental-wide financial statements and the individual fund statements. All comments and analysis
made under business-type activities apply to these funds.

General Fund Budgetary Highlights

The Town adopted an original budget for the General Fund and the Sales Tax fund but did not amend them
during the year. For the General fund actual expenditures and other uses exceeded budgeted expenditures
and other uses by $55,259 or 27%. For the Sales tax fund actual expenditures and other uses did not
exceed budgeted expenditures and other uses.

Capital Asset and Debt Administration

The total investment in net capital assets as of December 31, 2020 is §3,040,966.

There were major capital assets purchased or constructed in fiscal 2020 for business type activities,
comprised of water meters for $142,898 and $600 for equipment.

Current Financial Factors
The Town is trying to get its policies and procedures back in place with the current administration.
Requests for Information
This financial report is designed to provide a general overview of the Town of Cotton Valley's finances

for all with an interest in the government's operations. Questions concerning any of the information
provided in this report or requests for additional information should be addressed to Town Clerk, 478

Resident St, Cotton Valley, Louisiana 71018.



JUDY MONCRIEF CPA LLC

910 Pierremont Road, Suite 311
Shreveport, Louisiana 71106-2069

Phone (318) 683-1002  Fax (318) 670-8021  Emuail jemcpa@att.net

INDEPENDENT AUDITOR'S REPORT

Mayor and Board of Aldermen
Town of Cotton Valley
Cotton Valley, LA

Report on the Financial Statements

T have audited the accompanyving financial statements of the governmental activities, the business-type activities,
and each major fund, and the aggregate remaining fund information of the Town of Cotton Valley ("Town"), as
of and for the year ended December 31, 2020, and the related notes to the financial statements, which collectively
comprise the Town's basic financial statements as listed in the table of contents,

Management's Responsibility for the Financial Statements

Management isresponsible for the preparation and fair presentation ofthese financial statements inaccordance with
accounting principles generally accepted inthe 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

My responsibility is to express opinions on these financial statements based on my audit. I conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to tinancial audits contamed in Government Auditing Standards, 1ssued by the Comptroller General of the United
States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

Anauditinvolves performing proceduresto obtain auditevidence aboutthe 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 ofthe entity’s internal control. Accordingly, I 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 asevaluating the overall presentation ofthe financial

statements.

I believe that the audit evidence I have obtained 1s sufficient and appropriate to provide a basis for myv audit
opinions.



Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Town, as of December 31, 2020, 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 management's discussion
and analysis and budgetary comparison information 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. Thave applied celtain limited procedures
to the required supplementaly information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management aboutthe methods of preparing the information and
comparing the information for consistency with management's responses to inquiries, the basic financial statements,
and other knowledge I obtained during my 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 me with sufficient
evidence to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Town's basic financial statements. The schedule of compensation paid to elected officials, the schedule of
compensation, benefits and other payments to agency head, and schedule of insurance are presented for the purpose
of additional analysis and are not a required part of the basic financialstatements.

Such information is the responsibility of management and was derived from and relates 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 inaccordance with auditing standards generally accepted in the United States of America. Inmy opinion,
the management's discussion and analysis and budgetary comparison information is 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, 1 have also issued a report dated June 18, 2021, on my
consideration ofthe Town's internal control over financial reporting and on my tests of its compliance with celtain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of my testing of internal control over financial reporting and compliance and the results of the
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part ofan audit performed inaccordance with Government Auditing Standards in considering the Town's
internal control over financial reporting and compliance.

C}uc% £ /l(/m\%

Judy Moncrief CPA LLC

Shreveport, Louisiana

June 18, 2021



Statement A
TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF NET POSITION

AS OF DECEMBER 31,2020
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Equivalents $ 10,656 $ 3664 § 14,320
Receivables 36,422 63,123 99,545
Internal Balances (28,025) 28,025 -
Restricted Assets 30,571 30,571
Other Assets -
Capital Assets (Net) 80,191 2,960,775 3,040,966
Total Assets $ 99,244 $3,086,158 $3,185,402
Deferred Outflows of Resources 0 0 0
LIABILITIES
Accounts, Salaries, and Other Payables $ 10803 $ 58316 $ 69,119
Current Loans, Bonds, and Interest Payable 26,270 26,270
Liabilities Payable from Restricted Assets 28,576 28,576
Lease Obligation 122,439 122,439
Loans and Bonds Payable 435,157 435,157
Total Liabilities 10,803 670,758 681,561
Deferred Inflows of Resources 18,139 0 18,139
NET POSITION
Invested in Capital Assets, Net of Related Debt 80,191 2,379,240 2,459,431
Contributed Capital 248,905 248,905
Restricted for Debt 30,571 30,571
Restricted for Public Works 2,461 2,461
Unrestricted (12,350) (243,316) (255,6066)
TOTAL NET POSITION $ 70,302 $2,415400 $2,485,702

The accompanying notes are an integral part of these financial statements.
-8



Statement B

TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF ACTIVITIES FOR THE YEAR ENDING

DECEMBER 31,2020
Program Revenues Net (Expenses) Revenues and
Operating Capital Changes of Primary Government
Charges for Grants and Grants and Governmental Business-Type
Expense Services Contributions  Contributions Activities Activities Total
Governmental Activities:
General Government $ 184,491 % - $ - 8 - % (184,491) $  (184491)
Public Safety 75,563 44,966 (30,597 (30,597)
Highways and Streets - -
Depreciation 5,839 (5,839) 5,839
Total Governmental Activities 265,893 44,966 - - (220,927) - (220,927)
Business-Type Actlivities:
Water and Sewer 489,255 434,343 - - (54.912) (54,912)
Total Business-Type Activities 489,255 434,343 - - - (534,912) (54,912)
Total Primary Government 755,148 479,309 - - (220,927) {54,912) (275,839)
General Revenues:
Ad Valorem Taxes $ 30,642 % - $ 30,642
Sales Taxes 96,461 96,461
Franchise Fees 13,053 13,053
Licenses and Permits 8271 8,271
Intergovernmental 5,357 5,357
Investment Earnings 11 11
Other General Revenues 5,939 - 5,939
Transfers - Net 52,392 (52,392) -
Total General Revenues and Transfers 212,115 {52,381) 159,734
Change in Net Position 8,812) (107,293) (116,105)
Net Position - Beginning 79,114 2,522,693 2,601,807
Net Position - Ending 70,302 2,415,400 2,485,702

The accompanying notes are an integral part of these financial statements.
9-



TOWN OF COTTON VALLEY, LOUISIANA
BALANCE SHEET - GOVERNMENTAL FUNDS
AS OF DECEMBER 31,2020

ASSETS
Cash and Equivalents
Receivables
Interfunds
Other Assets
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts, Salaries, and Other Payables
Interfunds
Total Liabilities
Deferred Inflows of Resources

Fund Balances:
Restricted for Public Works
Unassigned
TOTAL LIABILITIES AND FUND BALANCES

Statement C

Total
General Sales Tax Governmental
Fund Fund Funds
$ 6,581 $ 4075 $ 10,656
36,422 36,422
(604) (604)
$ 42,399 $ 4075 $ 46,474
$ 10,803 $ - $ 10,803
25,807 1,614 27,421
36,610 1,614 e 38,224
18,139 0 18,139
2,461 2,461
(12,350) (12,350)
$ 42,399 $ 4075 $ 46,474

The accompanying notes are an integral part of these financial statements.
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Schedule D
TOWN OFCOTTON VALLEY, LOUISIANA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE GOVERNMENT-WIDE FINANCIAL STATEMENT OF NET POSITION
AS OF DECEMBER 31,2020
Amounts Reported for Governmental Activities in the

Statement of Net Position are Difference Because:

Fund Balances - Total Governmental Funds (Statement C) $ (9,889)

Capital Assets Used in Governmental Activities are Not
Financial Resources and, Therefore, are Not Reported in

The Governmental Funds:

Governmental Capital Assets & 247581
Less Accumulated Depreciation (167,390) 80,191
Net Position of Governmental Activities (Statement A) $ 70,302

The accompanying notes are an integral part of these financial statements.
1-



TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDING DECEMBER 31,2020

REVENUES

Taxes:

Ad Valorem

Sales and Use
Franchise Fees
Licenses and Permits
Intergovernmental Revenues:

Local

State Grants

Fines and Forfeitures

Use of Money and Interest Earnings

Other Revenues

Total Revenues

EXPENDITURES
General Government
Public Safety
Highway and Streets
Capital Outlay
Total Expenditures
Excess (Deficiency)) of Revenues Over (Under)

Expenditures:

OTHER FINANCING SOURCES (USES)
Operating Transfers In
Operating Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance - Beginning of Year
Prior Period Adjustment
Fund Balance - Ending

Statement E

Total
General Sales Tax Governmental

Fund Fund Funds
$ 30,642 % - $ 30,642
96,461 96,461
13,053 13,053
8,271 8,271
5,357 5,357
44,966 44,966
672 672
$ 102,961 $ 96,461 $ 199,422
$ 184,491 % - $ 184,491
& 75,563 75,563
260,054 - 260,054
(157,093) 96,461 (60,632)
157,359 157,359
(99,700) (99,700)
157,359 (99,700) 57,659
266 (3,239) (2,973)
(12,616) 5,700 (6,916)
$ (12,350) $ 2,461 S (9,889)

The accompanying notes are an integral part of these financial statements.
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Schedule F
TOWN OFCOTTON VALLEY, LOUISIANA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS,
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDING DECEMBER 31,2020

Amounts Reported for Governmental Activities in the
Statement of Activities are Difference Because:

Net Change in Fund Balances - Total Governmental Funds (Statement E) S (2,973)

Governmental Funds Report Capital Outlays as Expenditures. However,
In the Statement of Activities, the Costs of Those Assets is Allocated Over
Their Estimated Useful Lives and Reported as Depreciation Expense.
This is the Amount by Which Capital Outlay ($0) Less
Depreciation ($5,839) in the Current Period. (5,839)

Nonallocation Method of Accounting for Prepayments Used in Fund

Statements {Prepayment Does Not Provide Expendable Financial Resources) -
Expenses Reported in the Statement of Activities That Do Not Require
The Use of Current Financial Resources and Not Reported as Expenditures -

In Governmental Funds

Change in Net Position of Governmental Activities (Statement B) $ {8,812)

The accompanying notes are an integral part of these financial statements.
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TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF NET POSITION - PROPRIETARY FUNDS

Statement G

AS OF DECEMBER 31,2020
Business-Type Activities - Enterprise Funds
Utility (Memo Only)
Fund 2020 2019
ASSETS
Current Assets:
Cash and Equivalents $ 3,664 & 3664 % 1,232
Receivables 63,123 63,123 45,470
Interfunds 28,025 28,025 25,768
Total Current Assets 94,812 94,812 72,470
Restricted Assets:
Cash and Equivalents 30,571 30,571 26,160
Non-CurrentAssets:
Net Capital Assets 2,960,775 2,960,775 2,977,230
Total Non-Current Assets 2,960,775 2,960,775 2,977,230
TOTAL ASSETS 3,086,158 3,086,158 3,075,860
LIABILITIES
Current Liabilities:
Cash Overdraft $ - g - g -
Accounts, Salaries, and Other Payables 58,316 58,316 57,104
Accrued Interest 2,331 2,331 1,253
Capital Lease - Current 11,712 11,712 -
Revenue Bonds - Current 12,227 12,227 22,232
Total Current Liabilities 84,586 84,586 80,589
Current Liabilities Payable from Restricted Assets 28,576 28,576 24,906
Non-Current Liabilities
Lease Obligation 122,439 122,439
Loans and Bonds Payable 435,157 435,157 447,672
Total Non-Current Liabilitis 557,596 557,596 447,672
Total Liabilities 670,758 670,758 553,167
NET POSITION
Net Investment in Capital Assets 2,379,240 2,379,240 2,507,326
Contributed Capital 248,905 248,905 248,905
Restricted For Debt Service 30,571 30,571 14,220
Unrestricted (243,316) (243,316) (247,758)
TOTAL NET POSITION $ 2,415,400 $ 2,415,400 $ 2,522,693

The accompanying notes are an integral part of these financial statements.
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Operating Revenues
Charges for Services -
Water and Sewer Sales
Other Services
Total Current Assets

Operating Expenses
Salaries
Insurance
Truck Expense

TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDING DECEMBER 31,2020

Maintenance and Repairs

Miscellaneous Expenses
Contract Labor

Office Expense
Materials and Supplies
Utilities

Trash Pickup Services
Depreciation

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses)

Interest Earnings
Interest Expenses

Total Nonoperating Revenues (Expenses)

Income Before Contributions and Transfers

State and Local Grants
Transfers In
Transfers QOut

Change in Net Position

Total Net Position - Beginning

Total Net Position - Ending

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

Business-Type Activities - Enterprise Funds

Uuality (Memo Only)
Fund 2020 2019
$ 434,343 $ 434,343 $ 348,487
- - 7,741
434,343 434,343 356,228
32,293 32,293 57,971
51,942 51,942 19,757
8,986 8,986 9,783
72,442 72,442 30,479
3,093 3,093 5,935
16,389 16,389 32,904
10,204 10,204 9,148
5,872 5,872 1,333
30,745 30,745 30,974
62,524 62,524 63,155
159,954 159,954 150,299
454,444 454,444 411,738
(20,101) (20,101) (55,510)
11 11 10
(34,811) (34,811) (21,213)
(34,800) (34,800) (21,203)
(54,901) (54,901) (76,713)
- - 35,749
7,800 7,800 29,600
(60,192) (60,192) (52,956)
(107,293) (107,293) (64,320)
2,522,693 2,522,693 2,587,013
2,415,400 2,415,400 2,522,693




TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDING DECEMBER 31,2020

Cash Flows from Operating Actitivities
Receipts from Customers and Users
Receipts for Other Funds
Payments to Suppliers
Payments to Employees

Payments to Other Funds

Cash Flows from Noncapital Financing Activities
Transfer to Other Funds
Advances from Other Funds
Net Cash Provided (Used) by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Purchases of Capital Assets
Lease Obligation
State and Local Grants
Principal Paid on Capital Debt
Interest Paid on Capital Debt
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest and Dividends Received
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Equivalents

Cash and Equivalents - Beginning of Year
Cash and Equivalents - Ending of Year

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

2020

2019

$ 420,360 $ 344,710

(259,096)  (209,192)
(34,183)  (57,650)
(2,257) (2,661)
124,824 75,207
(60,192)  (52,956)
7,800 38,044
(52,392)  (14,912)
(143,498)  (95,150)
142,898
$ - % 88747
(B1,267)  (22,042)
(33,733)  (21,470)
(65,600)  (49,915)
11 10
11 10
6,343 10,390
27,392 17,002
§ 34,35 § 27,392




Statement I (Continued)

TOWN OFCOTTON VALLEY, LOUISIANA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDING DECEMBER 31,2020

(CONTINUED)

Reconciliation of Operating Income to Net Cash Provided (Used)

by Operating Activities

Operating Income

Depreciation

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Prepaid Expenses

(Increase) Decrease in Due from Other Funds

Increase (Decrease) in Customer Deposits

Increase (Decrease) in Accounts Payable

Increase (Decrease) in Accrued Liabilities
Net Cash Provided by Operating Activities

Reconciliation of Total Cash and Cash Investments:
Current Assets - Cash and Cash Investments

Restricted Assets - Cash and Cash Investments

Total Cash and Cash Investments

2020 2019
$ (20,101) $ (52,152)
159,954 150,299
(17,654) (11,418)
(2,257) (2,661)
3,670 (100)
3,102 (9,082)
(1,890) 321
$ 124,824 $ 75,207
$ 3,664 $ 1,232
30,571 26,160
$ 34,235 $ 27,392

The accompanying notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

INTRODUCTION

The Town was incorporated under the provisions of Lawrason Act. The Town operates under a
Mayor-Council form of government.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Cotton Valley (Town)'s financial statements are prepared in conformity generally
accepted accounting principles (GAAP). The Governmental Accounting Standards Board (GASB)
is responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). The more significant accounting policies established by GAAP and
used the Town are discussed below.

Reporting Entity

As the municipal governing authority, for reporting purposes, the Town is considered a separate
financial reporting entity. The financial reporting entity consists of (a) the primary government
(Town), (b) organizations for which the primary governmentis financially accountable, and (c) other
organizations for which the nature and significance of their relationship with the primary government
are such that exclusion Would cause the reporting entity's financial statements to be misleading or

incomplete.

GASB establishes criteria for determining which component units should be considered part of
the Town for financial reporting purposes. The basic criteria for including a potential component
unit within the reporting entity is financial accountability. The GASB has set forth criteria to be
considered in determining financial accountability. This criterion includes:

1. Appointing a voting majority of an organization's governing body, and;
a. The ability of the Town to impose its will on that organization and/or
b. The potential for the organization to provide specific financial benefits to or
impose specific financial burdens on the Town.

2. Organizations for which the Town does not appoint a voting majority but are fiscally
dependent on the Town.

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.

In addition, the GASB states that a legally separate, tax-exempt organization should be reported
as a component unit of a reporting entity if all of the following criteria are met:

1. The economic resources received or held by the separate organization arc entirely or almost

entirely for the direct benefit of the primary government, its component units, or its

constituents.

These notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

2. The primary government is entitled to, or has the ability to otherwise access, a majority of the
economic resources received or held by the separate organization.

3. Theeconomicresourcesreceived orheld by anindividual organization that the specific primary
government, orits component units, is entitled to, or has the ability to otherwise access, are

significant to that primary government.

In addition, other organizations should be evaluated as potential component units if they are
closely related to, or financially integrated with, the primary government.

Based on the criteria described above, there are no component units to be included as part of
the reporting entity.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of changes in net position) report information on all of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is

financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charge to customers
or applicants who purchase, use or directly benefit from goods, services, or privileges provided by a
given function or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items
not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental fund and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are
recorded when earned and expenses are recorded whenaliability is incurred, regardless of the timing
of related cash flows. Property taxes arerecognized asrevenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

These notes are an integral part of these financial statements.
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TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized assoonas
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected withiné0
days of the end of the current fiscal period. Expenditures generally arc recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Only the portion of special assessmentreceivables due within the current fiscal period
isconsidered tobe susceptible to accrual asrevenue of the current period. All other revenue items are
considered to be measurable and available only when cashis received by the government.

The Town reports the following major governmental funds:

The General Fund is the Town's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

The Sales Tax Fund is the Town's special revenues fund. Itaccounts for the proceeds of sales taxes
levied for operations of the police department and maintenance of streets, and operations of
streetlights.

The Town reports the following major proprietary funds:

The Water and Sewer fund is to account for the provision of water and sewer services to the
residents of the Town. All activities necessary to provide such services are accounted for in this
fund, but not limited to, administration, operations, maintenance, financing, and related debt
service and billing.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements
to the extent that those standards do not contlict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequentprivate-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation.
The government has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxesand other charges
betweenthe government’senterprise operations. Elimination of thosecharges would distortthedirect
costsand programrevenuesreported for the various functions concerned.

These notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources arereported asgeneral
revenuesrather thanasprogramrevenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses fromnonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund's principal ongoing operations. Plincipal operating revenues
of the proprietary funds include water and sewer services to the residents of the Town. Operating
expenses for enterprise funds include the costs of sales and services, administrative expenses,
supplies, and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Town's policy to use
restricted resources first, then unrestricted resources as they are needed.

Deposits and Investments

The Town's cash and cash equivalents are considered to be cash onhand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition. State
law and the Town's investment policy allow the Town to invest in collateralized certificates of
deposits, government back securities, commercial paper, the state sponsored investment pool, and
mutual funds consisting solely of governmentbacked securities. Investments for the Townarereported
at fair value.

Receivables and Pavables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due to/from other funds" (i.e., the current portion
of interfund loans) or "advances to/from other funds" (i.e., the non-current portion of interfund
loans). All other outstanding balances between funds arc reported as "due to/ fromotherfunds.” Any
residual balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as "intelnal balances."

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not available
for appropriation and are not expendable available financial resources.

All trade and property tax receivables are shown net of an allowance for uncollectible. The Town
calculates its allowance for uncollectible accounts using historical collection data and, in certain cases,
specific account analysis.

These notes are an integral part of these financial statements.
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TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Property taxes are levied on a calendar year basis and become due on January 1 of each year. The
following is a summary of authorized and levied ad valorem taxes:

Authorized Levied Expiration
Taxes Due For: Millage Millage Date
General Fund 7.25 7.25 Statutory

Sales Taxes. The Town's sales tax percentage is 1% may only be used for the operations of the
police department and for the maintenance of streets and operations of streetlights. The Webster
Parish School Board collects the tax for the town, remitting to the town on a weekly basis, for a
fee of 1% of collections.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide financial statements.

Restricted Assets

Restricted assets include cash and cash investments in the Proprietary funds which are restricted to
their use. These restrictions are principally related to requirements of bond issues and utility meter
deposits. It is the Town's policy to use restricted assets before unrestricted assets for their intended

purposes.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets(e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government- wide financial statements. Capital assets are capitalized at
historical cost or estimated cost if historical costis not available. Donated assets are recorded as
capital assets at their estimated fair market value at the date of donation. The Town maintains
a threshold level of $1,000 or more for capitalizing capital assets.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially

extend assetslives are not capitalized.

All capital assets, other than land, are depreciated using the straight-line method over the
following useful lives of forty years for water and sewer system and lines, five to fifty years for
buildings and improvements, three years for vehicles, and three to ten years for equipment.

These notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Compensated Absences

The Town allows up to two weeks of vacation based upon years of service. No carryover or accrued
vacation leave is allowed. Unused vacation time will be applied upon termination. In addition,
unused accumulated sick pay will not be paid upon separation of service.

Long-Term Obligations

In the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net position.
Bond payables are reported net of the applicable bond premium or discount. Bond issuance costs
arereported as deferred charge and amortized over the tem1 of related debt.

Inthefund financial statements, governmental funds recognize bond premiums and discounts, aswell as
bond issuance costs, during the current period. The face amount of the debtissued inreported as other
financing sources. Premiums received on debtissuances arereported as other financing sources while
discountsondebtissuancesarereported as other financing uses, issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

Comparative Data/Reclassifications

Comparative total data for the prior year have been presented only for enterprise funds in the fund
financial statements in order to provide an understanding of the changes in the financial position and
operations of these funds. Also, certain amounts presented inthe prioryear datahavebeen reclassified
in order tobe consistent with the current year's presentation.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of Americarequire management tomake estimatesand assumptions thataffectthe
reported amounts of assetsand liabilitiesand disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues, expenditures, and expenses during the
reporting period. Actual results could differ from the estimates.

RISK MANAGEMENT

The townis exposed to various risk of lossrelated to torts; theft of, damage to, and destruction of assets;
errors and omissions; and injuries to employees. To handle such risk of loss, the town maintains
commercial insurance policies covering its vehicles, professional liability, and surety bond coverage.
No claims were paid on any of the policies which exceeded to policies' coverage amounts. There were
no significant reductions ininsurance coverage during the year ended December 31, 2020.

These notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

FUND BALANCE AND FUND EQUITY

In the governmental fund financial statements, fund balances are classified as follows:

Non-spendable - amounts that are not in spendable form (such as prepaids) or are required to
be maintained intact.

Restricted - amounts constrained to specific purposes by their providers (such as granters,
bondholders, and higher levels of government), through constitutional provisions, or by
enabling legislation.

Committed - amounts constrained to specific purpose by a government itself, using its highest
level of decision-making authority; to be reported as committed, amounts cannot be used for any
other purpose unless the government takes the same highest level of action to remove or change
the constraint.

Assigned -amounts the government intends to use for a specific purpose; intent can be expressed by
the governing body or by an official or body to which the governing body delegates the
authority.

Unassigned - amounts that are available for any purpose; positive amounts are reported only in the

general fund.

The governing body establishes (and modifies or rescinds) fund balance commitments by
passage of an ordinance or resolution. This is typically done through adoption and
amendment of the budget. A fund balance commitment is further indicated in the budget
document as a designation or commitment of the fund (such as for special incentives). Assigned
fund balances is established by the governing body through adoption or amendment of the
budget as intended for specific purpose (such as the purchase of fixed assets, construction, debt
service, or for other purposes).

Fund Equity

In the government wide statements, net position is displayed in three components:

a. Net investment in capital assets - 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 and deferred inflows of resources that are attributable
to the acquisition, construction, orimprovement of those assets.

b. Restricted net position - Consists of restricted assets reduced by liabilities and deferred
inflows of resources related to those assets. Constraints may be placed on the use, either by
(1) external groups such as creditors, grantors, contributors, orlaws and regulations of other
governments; or(2) law through constitutional provisions orenabling legislation.

c. Unrestricted net position -Netamount of the assets, deferred outflows of resources, liabilities,
and deferred inflows of resources that are not included in either of the other two categories of
netposition.

These notes are an integral part of these financial statements.
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TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Proprietary fund equity is classified in the same manner as in the government-wide statements.
In the fund financial statements, governmental fund equity is classified as fund balance.

Bad Debts

The Town uses the direct charge-off method of accounting for uncollectible ad valorem taxes and
water system receivables. Although the method is not in accordance with generally accepted
accounting principles, the overall effect on the financial statements is immaterial.

Postretirement Benefits

The Town provides no postretirement benefits to its employees.

Deferred Qutflows and Inflows of Resources

In some instances, the GASB requires a government to delay recognition of decreases in net position as
expenditures until a future period. Inother instances, governments are required to delay recognition of
increases in netpositionas revenues until a future period. Inthese circumstances, deferred outflows of
resources and deferred inflows of resources result from the delayed recognition of expenditures or
revenues, respectively.

STEWARDSHIP, COMPLIANCE, ANDACCOUNTABILITY

BUDGET INFORMATION - The Town uses the following budget practices:

During the November or December meeting, the Mayor and Town Council prepare a proposed
operating budget for the fiscal year commencing the following January 1st. The operating budget
includes proposed expenditures and expenses and the means of financing them. During the
December meeting, the budget is legally enacted through passage of an ordinance. The public is
invited to attend all meetings. The Town clerk is authorized to transfer budgeted amounts between
departments within any fund; however, any revisions that alter the total expenditures or expenses
of any fund must be approved by the board of aldermen. Appropriations lapse at the end of the year.
The budgets are adopted on the cash basis. There was no budget amendment provided by
management for the year ended December 31, 2020.

CASH AND CASH EQUIVALENTS

At December 31, 2020, the Town has cash and cash equivalents (book balances) totaling $44,891
which comprises $44,891 of demand deposits and no time deposits.

These deposits are stated at cost, which approximates market. Under state law, these deposits (or
the resulting bank balances) must be secured by federal depositinsurance, or the pledge of securities
owned by the fiscal agent bank. The market value of the pledged securities plus the

These notes are an integral part of these financial statements.
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TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS

AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

federal deposit insurance mustat all times equal the amount on deposit with the fiscal agent. These
securities are held in the name of the pledging fiscal agent bank ina holding or custodial bank that

is mutually acceptable to both parties.

At December 31, 2020, the Town has $44,891 in deposits (collected bank balances). These deposits
arc secured from risk by $44,891 of federal deposit insurance and $0 of pledged securities held by
the custodial bank in the name of the fiscal agent bank. (GASB Category 3).

Even though the pledged securities are considered uncollateralized (Category 3) under the
provisions of GASB Statement No. 3, R.S. 39:1229 imposes a statutory requirement on the custodial
bank to advertise and sell the pledged securities within 10 days of being notified by the Town that

the fiscal agent has failed to pay deposited funds upon demand.
RECEIVABLES

The receivables of $99,545 at December 31, 2020, are as follows:

General Sales Tax  Enterprise

Class of Receivable Fund Fund Fund Total
Sales and Use Taxes $ - $ - $ - $ -
Franchises Fees 6,415 6,415
Ad Valorem Taxes 11,868 11,868
Licenses and Permits 18,139 18,139
Accounts 63,123 63,123
Total $ 36,422 $ - $ 63,123 $ 99,545

RESTRICTED ASSETS - PROPRIETARY FUND TYPE

Customer Deposit $ 16,345
Bond and Interest Sinking Fund 5,915
Bond Reserve Fund 1,069
Contingency Fund 7,242

$ 30,571

These notes are an integral part of these financial statements.

25



TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Fund Due From DueTo
General Fund $ 1,614 $ 28,025
Sales Tax Fund 1,614
Utility Fund 28,025
Total $ 29,639 $ 29,639
CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2020, was as follows:

Beginning Ending
Balance  Adjustment Increases Decreases  Balance
Governmental Activities:
Capital Assets, Not Being Depreciated
Land $ 27,250 . $ - $ $ 27,250
Construction in Progress 31,100 - 31,100
Total Capital Assets Not Being Depreciated 58,350 - - 58,350
Buildings 122,824 122,824
Improvements Other Than Buildings 6,185 6,185
Machinery and Equipment 30,522 30,522
Vehicles 29,700 29,700
Total Capital Assets Being Depreciated 189,231 - - 189,231
Accumulated Depreciation 161,551 5,839 167,390
Total Capital Assets Being Depreciated (Net) $ 27,680 - $ (5,839 $ $ 21,841
Business-Type Activities:
Capital Assets Not Being Depreciated
Land $ 16,000 . $ - $ $ 16,000
Construction in Progress -
Total Capital Assets Not Being Depreciated 16,000 - - 16,000
Capital Assets Being Depreciated
Distribution System 5,053,108 5,053,108
Improvements Other Than Buildings 248,908 248,908
Equipment 74,047 143,498 217,545
Total Capital Assets Being Depreciated 5,376,063 - 143,498 5,519,561
Accumulated Depreciation 2,414,832 159,954 2,574,786
Total Capital Assets Being Depreciated (Net) $2,961,231 - $ (16,456) § $2,944.775

These notes are an integral part of these financial statements.
-26-



TOWN OFCOTTON VALLEY, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDING DECEMBER 31,2020

Depreciation expense is charged to governmental and business-type activities as follows:

Business-
Governmental Type Total
Public Safety $ 1,684 $ - $ 1,684
General Government 4,155 4,155
Water and Sewer 159,954 159,954
Total $ 5839 $ 159,954 $ 165,793

LONG-TERM OBLIGATIONS

Long-term liability activity for the year ended December 31, 2020, was as follows:

Amounts
Beginning Ending  Due Within
Balance Increase Decrease Balance One Year
Business-Type Activities:
Sewer Revnue Bonds $ 11,000 $ - $ 11,000 $ - $ -
Water and Sewer Bonds 458,904 11,520 447,384 12,227
$ 469904 % - $ 22,520 $ 447,384 S 12,227
Business-Type Activities:
$190,000 Sewer Revenue Bonds (Series A #92-02) and $35,000 Sewer
Revenue Bonds (Series #92-05) dated 7/29/80; due in annual payments of
$3,000 to $11,000 with the first payment (July 1982) being for interest only,
and thereafter the payments shall be equal in amount and consist of fully
amortized installments of principal and interest, interest at 5% $ -
$586,000 Water and Sewer Revenue Bonds dated August 12, 2003; due in
480 monthly installments beginning October, 2007 which includes principal
and interest; interest rate at 4.25%; final payment in 2044. 447,384
Total Business-Type Activities $ 447,384

These notes are an integral part of these financial statements.
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The Water and Sewer Revenue Bonds constitute special obligations of the Town solely secured by
a lien on and pledge of the net revenues of the water and sewer system.

The annual requirements to amortize all loans outstanding at December 31, 2020, are as follows:
Principal  Interest

Year Ending Payments Payments
December 31, 2021 $ 12,019 §$ 18,781
December 31, 2022 12,540 18,260
December 31, 2023 13,084 17,716
December 31, 2024 13,602 17,198
December 31, 2025 14,241 16,560

December 31, 2026 and Thereafter 381,898 161,729
$447,384 $250,244

LEASES

Capital Leases

The Town leases water meters from SP Meters 2019 LLC under a capital lease. The economic
substance of the lease is that the Town is financing the acquisition of the assets through the lease,
and accordingly, it is recorded in the Town’s assets and liabilities.

The following is an analysis of the leased assets included in property and equipment:

December 31,
2020
Water Meters 142 898
Less Accumulated Depreciation (13,099
129.799

The lease contains a buyout provision at the beginning of each year.

The following is a schedule by years of future minimum payments required under the lease
together with their present value as of December 31, 2020:

Year Ending Payments
December 31, 2021 $ 27,180
December 31, 2022 27,180
December 31, 2023 27,180
December 31, 2024 27,180
December 31, 2025 27,180
December 31, 2026 and Thereafter 90,976
Total Minimum Lease Payments $ 226,876
Less Amount Representing Interest 83,978
Present Value of Minimum Lease Payments 142,898

These notes are an integral part of these financial statements.
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ON BEHALF PAYMENTS FORSALARIES

The Town recognizes as general fund revenues and expenses supplemental pay made by the
State of Louisiana to the Town's police employees. For the year ended December 31, 2020, the
town's police chief and officers received $6,000 in police supplemental pay from the State of
Louisiana, Department of Public Safety and Corrections.

CONTINGENT LIABILITIES

The Town is not involved in any litigation at December 31, 2020, nor is it aware of any unasserted
claims.

RELATED PARTY TRANSACTIONS

The Town has related party transactions with one of the aldermen's brother to care for the water
system for total of $24,091.

FUND BALANCE (DEFICIT)

At December 31, 2020, the General Fund had a fund deficit of $12,350. The town's plan is
to transfer funds to eliminate the deficit.

SUBSEQUENT EVENTS

Subsequent events have been evaluated through June 18, 2021. This date represents the
date the financial statements were available to be issued.

These notes are an integral part of these financial statements.
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TOWN OF COTTON VALLEY, LOUISIANA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

Schedule 1

IN FUND BALANCES - BUDGET AND ACTUAL - GENERAL FUND

FOR THE YEAR ENDING DECEMBER 31,2020

Budgeted Amounts Favorable
Actual {Unfarvorable)
QOriginal Final Budgetary Basis  Variance
REVENUES
Taxes - Ad Valorem $ 13,000 S 13,000 % 36,649 % 23,649
Taxes - Other $ 1,200 % 1,200 (1,200)
Licenses and Permits 7,300 7,300 8,271 971
Franchise Fees 16,000 16,000 13,053 (2,947)
Fines and Forfeitures 100,000 100,000 44 966 {55,034)
Intergovernmental Revenues: -
Local Grants 5,357 5,357
State Grants -
Miscellaneous 7,000 7,000 672 (6,328)
Total Revenues 144,500 144,500 108,968 (35,532)
EXPENDITURES
General Government 133,700 133,700 187,396 (53,696)
Public Safety 74,000 74,000 75,563 (1,563)
Capital Outlay - -
Total Expenditures 207,700 207,700 262,959 (55,259)
Excess (Deficiency) of Revenues
Over (Under) Expenditures (63,200) (63,200) (153,991) (90,791)
OTHER FINANCING SOURCES (USES)
Operating Transfer In 65,000 65,000 157,359 92,359
Operating Transfer Qut - -
Total Other Financing Sources (Uses) 65,000 65,000 157,359 92,359
Net Change in Fund Balance 1,800 1,800 3,368 1,568
Total Net Position - Beginning - 0 (12,616) (12,616)
Prior Period Adjustment - 0 - -
Total Net Position - Ending $ 1,800 5 1,800 % (9,248) $  (11,048)
Notes to the Schedule

(1) Method of budgetary accounting - GAAP - Modified Accrual Basis.

(2) Explanation of matieral variances - underbudgeted public safety and capital outlay expenditures.

The accompanying notes are an integral part of these schedules.
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Schedule 2
TOWN OFCOTTON VALLEY, LOUISIANA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL - SALES TAX FUND
FOR THE YEAR ENDING DECEMBER 31,2020

Budgeted Amounts Favorable
Actual {(Unfarvorable
QOriginal Final Budgetary Basis  Variance
REVENUES
Sales Taxes $ 73,000 $ 73,000 $ 96,461 % 21,461
Miscellaneous - -
Total Revenues 75,000 75,000 96,461 21,461
EXPENDITURES
Highways and Streets 7,000 7,000 - (7,000)
Total Expenditures 7,000 7,000 - (7,000)
Excess (Deficiency) of Revenues
Over (Under) Expenditures 68,000 68,000 96,461 28,461
OTHER FINANCING SOURCES {USES)
Operating Transfer In -
Operating Transfer Qut {65,000) (65,000) (99,700) (34,700)
Total Other Financing Sources (Uses) (65,000) (65,000) (99,700) (34,700)
Net Change in Fund Balance 3,000 3,000 (3,239) (6,239)
Total Net Position - Beginning - 0 5,700 5,700
Total Net Position - Ending $ 3,000 $ 3,000 $ 2,461 % (339)

Notes to the Schedule
(1) Method of budgetary accounting - GAAP - Modified Accrual Basis.

(2) Explanation of matieral variances - no amendment for transfers out.

The accompanying notes are an integral part of these schedules.
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TOWN OF COTTON VALLEY, LOUISIANA
NOTES TO SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDING DECEMBER 31,2020

For the year ended December 31, 2020, the Town adopted budgets on a cash basis for the general
fund and sales tax fund. There were no amendments to the budgets. The following schedule
reconciles excess (deficiency) of revenues and other sources over expenditures and other uses on
the statement of revenues, expenditures, and changes in fund balance (budget basis) with the
amounts shown on the statement of revenues, expenditures and changes in fund balances (GAAP

basis):
General  Sales Tax
Fund Fund
Net Change in Fund Balance (Budget Basis) $ (4,905) $ (3,239)
Adjustments:
Revenue Accruals - Net 6,007
Expenditure Accruals - Net (836)

Net Change in Fund Balance (GAAP Basis) $ 266 $ (3,239)

These notes are an integral part of the schedules.
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Schedule 3
TOWN OFCOTTON VALLEY, LOUISIANA
SCHEDULE OF COMPENSATION PAID BOARD MEMBERS
FOR THE YEAR ENDING DECEMBER 31,2020

Board Member Amount
Clarence Cox, Mayor 12,000
Charlene Lewis 3,700
Reginald Shaw 3,750
Evelyn Parish 3,700
Naomi Houston 3,750
26,900

These notes are an integral part of the schedules.
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Schedule 4
TOWN OFCOTTON VALLEY, LOUISIANA
SCHEDULE OF COMPENSATION, BENEFITS AND OTHER PAYMENTS
TO AGENCY HEAD OR CHIEF EXECUTIVE OFFICER
FOR THE YEAR ENDING DECEMBER 31,2020

Agency Head Name: Mayor Clarence Cox
Purpose Cox
Salary $ 12,000
Benefits - Insurance 0
Benefits - Retirement 0
Benefits - Other 0
Car Allowance 0
Vehicle Provided by Government 0
Per Diem 0
Reimbursements 0
Travel 0
Registration Fees 0
Conference Travel 977
Continuing Professional Eduction Fees 0
Telephone 0
Unvouchered Expenses 0
Special Meals 0

$ 12,977

These notes are an integral part of the schedules.
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JUDY MONCRIEF CPA LLC

910 Pierremont Road, Suite 311
Shreveport, Louisiana 71106-2069

Phone (318) 683-1002  Fax (318) 670-8021  Emuail jemcpa@att.net

REPORT ON COMPLIANCE AND OTHER MATTERS AND ON INTERNAL CONTROL OVER
FINANCIALREPORTING BASED ON AN AUDITOFFINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT ALUIDITING STANDARDS

Mayorand Board of Aldermen
Town of Cotton Valley
Cotton Valley, Louisiana

I have audited, 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, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the Town of Cotton Valley ("Town") as of and for the year ended December 31, 2020,
and the related notes to the financial statements, which collectively comprise the Town's basic
financial statements, and have issued our report thereon dated June 18, 2021.

Internal Control Over Financial Reporting

Inplanning and performing my audit of the financial statements, Iconsidered Town's internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing my opinions on the financial statements, butnotfor the
purpose of expressing an opinion on the effectiveness of Town's internal control. Accordingly, Ido
notexpress an opinion on the effectiveness of the Town's internal control.

My consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identity all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses of significant deficiencies
may exist that were notidentified. However, as described in the accompanying Schedule of Findings
and Questioned Costs, | identified certain deficiencies in internal control thatIconsider to be material

weaknesses and significant deficiencies.

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 and correct 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 detected and
corrected on a timely basis. I consider the deficiency described in the accompanying Schedule of
Findings and Questioned Costs to be material weaknesses, 2020-001.

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. I did not identify any deficiencies in internal control that I consider to be significant

deficiencies.
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REPORT ON COMPLIANCE AND OTHER MATTERS AND ON INTERNAL CONTROLOVER
FINANCIAL REPORTING BASED ON AN AUDITOFFINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITHGOVERNMENT AUDITING STANDARDS
CONTINUED

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Town's financial statements are free of
material misstatement, [ 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 determination of financial statements amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit, and accordingly, I
do not express such an opinion. The results of my tests disclosed instances 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 responses as items 2020-002 and 2020-003.

Town's Response to Findings

Town's response to the findings identified in my auditis described in the accompanying schedule of
findings and responses. Town's response was not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, I express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Judy Moncrief CPA LLC
Shreveport, Louisiana
June 18, 2021
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Schedule 5

TOWN OF COTTON VALLEY, LOUISIANA
SCHEDULE OF CURRENT YEAR FINDINGS AND CORRECTIVE ACTION PLAN
FOR THE YEAR ENDING DECEMBER 31,2020

A. Summary of Audit Results

1. Theauditor'sreportexpresses anunmodified opiniononthe general-purpose financial statements
of the Town of Cotton Valley.

Three instances of noncompliance material to the financial statements of the Town of Cotton
Valley were disclosed during the audit.

o

3. Qresignificant deficiency relating to the audit of the financial statements are reported in the
Independent Auditor's Report on Internal Control.

2020-001. Compliance with local gcovernment budeet act

Condition: For the year ended December 31, 2020, the General fund actual expenditures and other
uses exceeded budgeted expenditures and other uses by $55,259 or 27%.

Criteria: According to LRS 39:1310, failing to amend the budget when necessary is a violation of the

local government budget act.

Cause: Management failed tobudget for capital outlay in the General fund and underbudgeted

transfers out in the Sales tax fund.

Effect: Noncompliance with local budget law.

Recommendation: I recommend the Town monitor budget and actual figures and amend, as

necessary.

2020-002. Underfund debt reserve requirements

Condition: The Town does not currently have the required amount set aside for debt reserves
according to its water and sewer loanagreements.

Criteria: Bonds require certain reserves be set up for sinking fund, reserve fund, and contingency fund.
Cause: Poor financial management in previous years under other management.

Effect: Noncompliance with USDA reserve requirements

Recommendation: The Town should work with the USDA Rural development office to get current

with all required reserves.
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Schedule 5 {(Continued)
TOWN OF COTTON VALLEY, LOUISIANA
SCHEDULE OF CURRENT YEAR FINDINGS AND CORRECTIVE ACTION PLAN
FOR THE YEAR ENDING DECEMBER 31,2020
CONTINUED

2020-003. Underfunded customer deposits

Condition: The Town does not currently have the required amount set aside for customer deposits.
Criteria: State law requires the balance of customer deposits be reserved in a separate account.
Cause: Poor financial management in previous years under other management.

Effect: Noncompliance with reserve requirements.

Recommendation: The Town should immediately implement a plan to fully fund its customer

deposits liability.
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TOWN OFCOTTON VALLEY, LOUISIANA
SUMMARY OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDING DECEMBER 31,2020

2019-001. Internal Control Over Financial Reporting

Status: Resolved.

2019-002. Compliance with local sovernment budeet act

Status: Unresolved- see 2020-001.

2019-003. Underfund debt reserve requirements

Status: Unresolved- see 2020-002.

2019-004. Underfunded customer deposits

Status: Unresolved- see 2020-003.

2019-005. Late submission of audit report

Status: Resolved.
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TOWN OFCOTTON VALLEY
478 RESIDENT STREET
COTTON VALLEY, LOUISIANA 71018

CORRECTION ACTION PLAN
For the Year Ending December 31, 2020

Town of Cotton Valley hereby submits the following corrective action plan as referenced in the
Findings and Questioned Costs:

2020-001. The Town agrees with the recommendations and intends to implement them immediately.
2020-002. The Town agrees with the recommendations and intends to implement them immediately.

2020-003. The Town agrees with the recommendations and intends to implement them immediately.
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