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INDEPENDENT AUDITORS’ REPORT

Honorable Wilbert Washington, Mayor
and Members of the Board of Aldermen
Town of Clayton, Louisiana

We have audited the accompanying financial statements of the governmental activities, the business type activities,
and each major fund of the Town of Clayton Louisiana as of and for the year ended June 30, 2005, which
collectively comprise the Town’s financial statements as listed in the table of contents. These financial statements
are the responsibility of the Town’s management. 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 and the Louisiana Governmental Audit Guide. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the business type activities for the primary government of the
Town, as of June 30, 2005, and the respective changes in financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated February 8, 2006
on our consideration of the Town’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.



Honorable Wilbert Washington, Mayor
and Members of the Board of Aldermen
Page Two

The management’s discussion and analysis and budgetary comparison information on Page 3 through 7 and Pages
32 through 41 are not a required part of the financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the information and express no opinion
on it.

Ferriday, Louisiana . /}l
February 8§, 2006 S W} {JofJL«wa ¥ M?)—



TOWN OF CLAYTON - CLAYTON, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2005

As management of the Town of Clayton, Louisiana, we offer readers of the Town of Clayton, Louisiana’s financial
statements this narrative overview and analysis of the financial activities of the Town for the fiscal year ended June
30, 2005 and 2004. We encourage readers to consider the information presented here in conjunction with
additional information found within the body of the audit.

FINANCIAL HIGHLIGHTS

The financial statements included in this report provide insight into the financial status for the year. Based upon the
operations of 2005 and 2004, the Town's net assets decreased in 2005, which resulted in ending net assets of
$2,327,347 and increased in 2004 and resulted in ending net assets of $2,423,051 at June 30, 2004.

1. The beginning cash balance at July 1, 2003 was $168,501. The ending cash balance was $171,273 at June
30, 2004 and $163,521 at June 30, 2005.

2. The governmental activities had $105,124 in revenues in 2005 and $582,405 in 2004. The revenues
consisted primarily of grants, sales taxes, property taxes, occupational licenses, franchise taxes and fines.
There were expenditures of $135,122 in 2005 and $598,840 in 2004..

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town of Clayton’s financial statements.
The Town’s financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

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

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

The statement of activities presents information showing how the Town’s net assets changed during the most recent
fiscal year.

The government-wide financial statements outline functions of the Town that are principally supported by property
taxes and intergovernmental revenues (governmental activities). Fixed assets and related debt is also supported by
taxes and intergovernmental revenues.

The government-wide financial staterents can be found on pages 9-10 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives.

The basic governmental fund financial statements can be found on pages 12-18 of this report.



Notes to the financial statements.

TOWN OF CLAYTON — CLAYTON, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2005

The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 19-28 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a usefuf indicator of a government’s financial position. In the case of the

Town, assets exceeded liabilities by $2,327,347 as of June 30, 2005.

The following is a condensed statement of the Town’s net assets:

Net Assets for the period ending June 30, 2005 and 2004

Governmental Business Type Total
Activities Activities 2005 2004
Current Assets $ 62,582 72,127 % 134,709 $ 150,463
Noncurrent Assets 225,634 2,049,929 2,275,563 2,361,244
Total Assets 288,216 2,122,056 2,410,272 2,511,707
Current Liabilities 7,469 34,456 41,925 47,656
Noncurrent Liabiljties 10,000 31,000 41,000 41,000
Total Liabilities 17,469 65,456 82,925 88,656
Net Assets
Investment in capital assets, net of related debt 215,634 1,960,525 2,176,159 2,256,930
Unrestricted (deficit) 55,113 96,075 151,188 166,121
Total Net Assets (deficit) $ 270,747 $ 2,056,600 $2327347 $2,423,051
The following is a summary of the statement of activities:
Governmental Business Type Total
Activities Aclivities 2005 2004

Revenues

Program revenues 3 28,335 271,748 $§ 300,083 $ 753,465

General revenues 76,789 980 77,769 81,357

Transfers 23,500 {(23,500) - -

Total revenues and transfers £ 128,624 249228 § 377,852 § 834,822




TOWN OF CLAYTON — CLAYTON, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2005

Governmental Business Type Total
Activities Activities 2005 2004

Expenses
General and administrative $ 24,759 $ - $ 24759 $ 26,936
Public safety 17,254 - 17,254 19,142
Fire 22,606 - 22,606 3,904
Street and sanitation 70,829 - 70,829 65,704
Other 9,261 (9,261) - -
Interest expense 611 - 611 700
Utility operations - 337,497 337,497 349,589
Total expenses 145,320 328,236 473,556 465,975
Increase (decrease) in net assets (16,696) (79,008) (95,704) 368,847
Net assets beginning of year 287,443 2,135,608 2,423,051 2,054,204
Net assets ending of year $ 270,747 $ 2,056,600 $2,327,347  $2,423,051

The following are a graphical representation of information presented in the Statement of Activities for

Governmental Activities.

Governmental Activities - Revenues

B Grants - $21,113

O Property taxes - $4,899
B Sales taxes - $52,304
B Other - $26,808

) 13%

Governmental Activities - Expenses

B General Gov - $24,759

B Police - $17,254

O Streets & Sanitation - $70,829
EFire - $22,606

B Interest - $611




TOWN OF CLAYTON — CLAYTON, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2005

The notes to the financial statements have additional information presented that is essential to a full understanding
of the data provided in the government-wide financial statements.

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, (water & sewer) which are accounted for in enterprise funds.

The following are graphical representations of information in the Statement of Activities for Business Type
Activities:

Business Type Activities - Revenues

B Gas - $117,202
@ Water - $60,609
O Sewer - $46,212

17%
— @ Other - $48,705

Business Type Activities - Expenses

3%_ : ___15% [ Salaries - $48,897

. B Depreciation - $116,259
O Gas - $77,638

@ Utilities - $15,738

. ; S B Insurance - $30,768
2% e B Other - 46,494

The notes to the financial statements have additional information presented that is essential to a full understanding
of the data provided in the government-wide financial statements.

Comments on General Fund Comparisons

The Town’s budget was not amended during the last year. The budgeted expenditures were $118,250
and revenues and transfers in were budgeted at $1 13,100.

Actual expenditures exceeded the budgeted amounts by $5,000.



TOWN OF CLAYTON — CLAYTON, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2005

CAPITAL ASSETS

As of June 30, 2005, the Town had $215,634 invested in capital assets in the general fund and $1,991,525
in the proprietary fund. This year there were no additions in the general fund and $41,686 in the proprietary fund.
The following capital assets were purchased in 2005:

Enterprise fund:
Water lines $ 9,261
Mosquito machine 7,816
Ford truck 17,009
Dodge truck 7,600

$ 41,686

REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general overview
of the Town’s finances and to show the Town’s accountability for the money it receives. Any questions about this
report or request for additional information may be directed to Sadie Jones, Town Clerk, 101 Shady Lane, Clayton
LA 71326, (318) 757-8540.



GOVERNMENT-WIDE
FINANCIAL STATEMENTS (GWFS)



ASSETS
Cash and cash equivalents
Receivables, net
Accrued interest receivable
Due from other governments
Restricted assets
Capital assets, net

Total assets

LIABILITIES
Accounts and other payables
Accrued interest payable
Meter deposits

Current portion of long-term debt

Long-term debt
Total liabilities

NET ASSETS
Invested in capital assets
Restricted for debt service
Unrestricted

Total net assets

The accompanying notes are an integral part of these statements.

TOWN OF CLAYTON, LOUISIANA

Statement of Net Assets
June 30, 2005
Statement A
Governmental Business-Type
Activities Activities Total

$ 49,114 $ 46,003 $ 95,117
8,852 25,823 34,675
- 301 301
4,616 - 4,616
10,000 58,404 68,404
215,634 1,991,525 2,207,159
288,216 2,122,056 2,410,272
7,469 7,502 14,971
- 769 769
- 26,185 26,185
2,000 6,000 8.000
8,000 25,000 33,000
17,469 65,456 82,925
205,634 1,959,756 2,165,390
10,000 58,404 68,404
55,113 38,440 93,553
$ 270,747  § 2,056,600 $ 2327347

-9.
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FUND FINANCIAL STATEMENTS (FSS)
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TOWN OF CLAYTON, LOUISIANA

Balance Sheet
Governmental Funds

June 30, 2005
Statement C
Major Funds
Capital Total
General Projects Indebtedness Governmental
Fund Fund Fund Funds
ASSETS
Cash $ 41,404 % 5 $ 7,705 % 49,114
Receivables:
Notes 8,852 - - 8,852
Restricted assets - - 10,000 10,0600
Due from other governmental units 4,616 - - 4,616
Total assets 54,872 5 17,705 72,582
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts and other payables 7,469 - - 7,469
Fund balances:
Reserved for debt service - 10,000 10,000
Unreserved, undesignated 47,403 5 7,705 55,113
Total fund balance 47,403 5 17,705 65,113
Total liabilities and fund balances $ 54872 § 5 $ 17,705 § 72,582

The accompanying notes are an integral part of these statements.
-12-



TOWN OF CLAYTON, LOUISIANA

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

June 30, 2005
Statement D
Total fund balances for governmental funds (Statement C) $ 65,113
Total net assets reported for governmental activities in the statement
of net assets is different because:
Capital assets used governmental activities are not financial
resources and, therefore, are not reported in the funds.
These assets consist of:
Land, buildings and equipment $ 366,614
Less accumulated depreciation (150,980) 215,634
Long-term liabilities including bonds payable are not due and
payable in the current period and, therefore, are not reported
in the governmental fund (10,000)
Total net assets of governmental activities at June 30, 2005 (Statement A) 3 270,747

The accompanying notes are an integral part of these statements.
-13-



TOWN OF CLAYTON, LOUISIANA

Statement of Revenues, Expenditures and Changes in Fund Balances —
Governmental Funds
For the Year Ended June 30, 2005

Statement E
Capital Total
General Projects Indebtedness Governmental
Fund Fund Fund Funds
Revenues:

Taxes $§ 70087 § - $ - % 70,087

Licenses and permits 5,530 - - 5,530

Intergovernmental 11,852 9,261 - 21,113

Fines and forfeits 4,398 - - 4,398

Interest income - - 298 298

Other 3,698 - - 3,698

Total revenues 95,565 9,261 298 105,124
Expenditures:
Current -
General government 23,837 - - 23,837
Public Safety
Police 17,254 - - 17,254
Fire 11,330 - - 11,330

Street and sanitation 70,829 - - 70,829

Capital outlays - 9,261 - 9,261

Debt service

Principal paid - - 2,000 2,000
Interest paid - - 611 611
Total expenditures 123,250 9.26] 2,611 135,122
Excess (deficiency) of revenues over
expenditures (27,685) - (2,313) (29,998)
Other financing sources:

Transfers in 23,500 - - 23,500
Net changes in fund balances (4,185) - (2,313) (6,498)
Fund balances, beginning 51,588 5 20,018 71,611
Fund balances, ending $ 47403 § 5 $ 17,705  § 65,113

The accompanying notes are an integral part of these statements.

-14 -



TOWN OF CLLAYTON, LOUISIANA

Reconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2005

Total net changes in fund balances at June 30, 2005 (Statement E)
Statement of Revenues, Expenditures and Changes in Fund Balances

The change in net assets reported for governmental activities in the
statement of activities is different because:

Principal payments on loans
Capital contributions

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense.
Capital outlay which is considered expenditures on Statement
of Revenues, Expenditures and Changes in Fund Balances
Depreciation expense for the year ended June 30, 2005

Total changes in net assets at June 30, 2005 per Statement of Activities (Statement B)

The accompanying notes are an integral part of these statements.

-15-

Statement F
$ (6,498)
2,000
(9,261)
9,261
(12,198)

$ (16,696)



TOWN OF CLAYTON, LOUISIANA

Proprietary Fund
Statement of Net Assets
Year Ended June 30, 2605

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance
Accrued interest receivable

Total current assets

Noncurrent assets:
Restricted assets -
Cash and cash equivalents
Capital assets, net of accumulated depreciation

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts and other payables
Current liabilities payable from restricted assets:
Accrued interest
Current portion of long-term debt
Meter deposits
Total

Noncurrent liabilities:
Long-term debt

Total liabilities

NET ASSETS
Investment in capital assets, net of related debt
Restricted for debt service
Unrestricted

Total net assets

The accompanying notes are an integral part of these statements.

-16 -

Statement G

$ 46,003
25,823
301

72,127

58,404
1,991,525
2,049,929

2,122,056

7,502

769
6,000
26,185

32,954

25,000

65,456

1,959,756
58,404
38,440

3_2.056.600



TOWN OF CLAYTON, LOUISIANA

Proprietary Fund

Statement of Revenues, Expenses and Changes in Fund Net Assets

Year Ended June 30, 2005

Operating revenues:
Charges for services

Operating expenses:
Gas purchases
Salaries
Material and supplies
Depreciation
Repairs
Miscellaneous
Truck and tractor expense
Utilities and telephone
Office supplies
Payroll taxes
Insurance
Legal and accounting
Bad debt expense
Total operating expenses

Operating (loss)

Non operating revenues (expenses)
Interest income

State grants
Interest expense
Tolal nonoperating revenues {expenses)

Income (loss) before transfers and contributions

Transfers (out)
Capital contributions

Change in net assets
Net assets, beginning

Net assets, ending

The accompanying notes are an integral part of these staternents.

-17 -

Statement H

$ 236748

77,638
48,897
9,764
116,259
7,730
7,814
6,436
15,738
4,186
3,936
30,768
3,000
3,628
335,794

(99,046)

980
35,000

(1,703)

34,277

(64,769)

(23,500)
9,261

(79,008)
2,135,608

$ 2,056,600



TOWN OF CLAYTON, LOUISIANA

Proprietary Fund
Statement of Cash Flows
For the Years Ended June 30, 2005

Cash flows from operating activities:
Cash received from customers
Cash payments to suppliers for goods
and services
Cash payments to employees for services
Net cash provided by operating activities

Cash flows from non-capital financing activities:
Purchase of fixed assets
Operating transfers (to) other funds
State grants
Increase in consumer deposits
Net cash (used) by non-capital financing activities

Cash flows from capital activities;
Principal paid on notes
Interest paid on notes
Net cash (used) by capital and financing activities

Cash flows from investing activities:
Investment income

Net (decrease) in cash and cash equivalents
Cash and cash equivalents at July 1, 2003
Cash and cash equivalents at June 30, 2004

Reconciliation of operating (loss) to net
cash provided by operating activities:
Operating (loss)
Adjustments to reconcile operating (loss) to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Decrease in accounts receivable
(Decrease) in accounts payable

Net cash provided by operating activities

The accompanying notes are an integral part of these statements.

Statement {
$ 241,935
(171,565)

(48,897)
21,473

(32,425)
(23,500)
35,000

4,380

{16,545)

(6,000)
{1,850)
(7,850)

905
(2,017)
106,424

$ 104,407

(99,046)

116,259

5,187
927

$ 21473



TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

INTRODUCTION

The Town of Clayton is a municipal corporation governed by an elected mayor.

1.

2.

6.

7.

The Town of Clayton, Louisiana was incorporated under provisions of the Lawrason Act as a Town in 1962,

The purpose of a municipality is to provide utility services, public safety (police and fire), streets, sanitation
and general administrative services.

The Board of Aldermen consists of five elected members that are paid $150 per month.

The Town of Clayton is located in the northeastern portion of Concordia Parish, Louisiana. Concordia Parish
is located in northeastern Louisiana.

The population of Clayton is approximately 835.
The Town of Clayton has three full time employees and one part time employee.

The Town of Ferriday has approximately 300 utility customers.

GASB Statement No. 14, The 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
municipality is considered a primary government, since it is a special purpose government that has a separately elected
governing body, is legally separate, and is fiscally independent of other state or local governments. As used in GASB
Statement No. 14, fiscally independent means that the municipality 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.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.¢., the statement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the 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.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segments are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges 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 funds and proprietary funds.

- 19 -



TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

B.

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 when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues 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.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as 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 within 60 days of the end of the
current fiscal period. Expenditures generally are 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 judgements, 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 assessment receivable due within the current fiscal period is considered
to be susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

The town reports the following major governmental funds:

The General Fund is the municipality’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 Capital Projects Fund accounts for construction projects funded by grants.
The Indebtedness Fund accounts for long-term debt.
The town reports the following major proprietary fund:
The Utility Fund is used to account for the provision of gas and water utilities, as well as sewer
services to residents of the Town. All activities necessary to provide such services are accounted for

in this fund, including, but not limited to, administration, operations, maintenance, financing and
related debt service and billing and collection.
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

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 conflict with or contradict guidance of the Governmental Accounting Standards Board.
Governments also have the option of following subsequent private-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-lie of taxes and other charges between the
government’s enterprise operations. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal on-going operations. Operating expenses for enterprise
funds include the cost of sales and services, administrative expenses 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.

C. Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of six months or less from the date of acquisition. State law and the
Town’s investment policy allow the municipality to invest in collateralized certificates of deposits,
government-backed securities, commercial paper, the state sponsored investment pool and mutual funds
consisting solely of government-backed securities.

D. Receivables and Payables

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 noncurrent portion of interfund loans). All other
outstanding balances between funds are reported as “due to/from other funds”. Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances”.
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

All trade and property tax receivables are shown net of an allowance for uncollectible accounts.
Uncollectible amounts due for ad valorem taxes and customer’s utility receivables are recognized through
the establishment of an allowance account at the time information becomes available, which would
indicate the uncoliectibility of the particular receivable.

The Town annually levies ad valorem taxes in accordance with state statute for the fiscal year ended June
30. Tax bills are prepared and delivered in October with payment due from the date of receipt to the last
day of February. Because of the due dates noted previously, ad valorem taxes are not considered to be
available resources of the fiscal year to which they apply and are, therefore, not accrued at the end of the
fiscal year.

The Town bills and collects its own property taxes using the assessed values determined by the Tax
Assessor of Concordia Parish.

For the year ended June 30, 2005, taxes of 3.59 mills were levied on property with assessed valuations
totaling $11,288,390, after abatements and exemptions and were dedicated as follows:

General corporate purposes 3.59 mills
Total taxes levied were $ 4,625
Inventories

For both governmental and proprietary funds, purchase of various operating supplies are regarded as
expenditures or expenses at the time purchased, and inventories of such supplies (if any) are not recorded as
assets at the close of the fiscal year. For the year ending June 30, 2005, these amounts were considered to
be immaterial.

Restricted Assets — Utility Fund

Restricted assets represent resources that must be expended in specific manner. Restrictions of this nature
are imposed by various contractual obligations including grant agreements and bond covenants. In
situations where it is permissible to spend restricted resources, the Town typically depletes the available
restricted resources before consuming unrestricted resources. Restricted assets were applicable to the
following at June 30, 2005.

Sinking Fund $ 12,921
Reserve Fund 7,647
Depreciation Fund 13,380
Customer Deposits 24,456

$ 58,404
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

G.

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 cost is not available. Donated assets are recorded as capital assets at their
estimated fair market value at the date of donation. The municipality maintains a threshold level of $500 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
assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed.

All capital assets, other than land, are depreciated using the straight-line method over the following useful
lives:
Description Estimated Lives

Governmental activities:

Land improvements 30 years
Buildings 40 years
Vehicles 5—15 years
Machinery and equipment 5—15 year

Business-type activities/Enterprise Fund:

Buildings 25 years

Infrastructure 20 - 50 years

Machinery and equipment 10 — 20 years

Vehicles 5 years
Compensated Absences

Each full-time employee is credited with one day of vacation leave for each month worked. The
employee’s vacation leave will begin to accumulate upon finishing a six-month probation period.
Employees are allowed five days of sick leave up until his or her first anniversary date arrives. Afier his or
her first anniversary, the employee shall earn sick leave at the rate of ten days per anniversary date. In
accordance with GASB Statement No. 16, the Town had no accrued compensated absences as of June 30,
2005.
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

L

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 assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related
debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of the debt issued is reported as other
financing sources. Premiums received on debt issuance are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
form the actual debt proceeds received, are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

Estimates

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

NOTE 2 - CASH AND CASH EQUIVALENTS

The following is a summary of cash and cash equivalents (book balances} at June 30, 2005:

Demand deposits $ 87,822
Time deposits 75,699
Total $ 163,521

These deposits are stated at cost, which approximates market. Under state law, these deposits must be
secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market
value of the pledged securities plus the federal deposit insurance must at ali times equal the amount on
deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a
holding or custodial bank that is mutually acceptable to both parties.
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 2 - CASH AND CASH EQUIVALENTS - continued

At June 30, 2005, the primary government has $157,949 in deposits (collected bank balances).

deposits are secured from risk by $157,949 of federal deposit insurance.
NOTE 3 - RECEIVABLES

The following is a summary of receivables for June 2005:

Business
Governmental Type

Class of Receivables Activities Activities
Notes - 3% payable at $247/month

(Revitalization loan) $ 8852 § -

Utilities - 35,823

Less allowance for bad debts - (10,000)
Total $ 8852 § 25823

NOTE 4 - CAPITAL ASSETS

Capital assets and depreciation activity as of and for the year ended June 30, 2005, is as follows:

Balance Balance
6-30-04 Increase Decrease 6/30/2005
Governmental activities:
Capital assets, not being depreciated
Land $ 8.425 $ - $ - $ 8,425
Capital assets being depreciated
Buildings 107,010 - - 107,010
Equipment 251,179 - - 251,179
Total capital assets being depreciated 358,189 - - 358,189
Less accumulated depreciation for:
Buildings (108,955) (2,675) - (111,630)
Equipment (29.827) (9,523) - (39,350)
Total accumulated depreciation (138,782) (12,198) - (150,980)
Total capital assets being depreciated, net $ 227.8312 $§  (12,198) § - $ 215634
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 4 - CAPITAL. ASSETS - continued

Depreciation was charged to governmental activities as follows:

General Government $ 922
Fire 11,276
$ 12,198

Balance Ending

Balance Increase _ Decrease Balance

Business-type activities:
Capital assets being depreciated
Equipment 3 3197819 % 41,68 & - § 3239505

Less accumulated depreciation for:

Equipment (1,131,721) (116,259) - (1,247,980)
Total capital assets being depreciated, net $ 2066098 § (74573) § - % 1,991,525

NOTE 5 - LONG-TERM DEBT

The following is a summary of long-term transactions for the year ended June 30, 2005:

General
Obligation Revenue
Bonds Bonds Total
Bonds payable at June 30, 2004 $ 12,000 $ 37,000 $ 49,000
Additions - - -
Deductions (2,000) (6,000) (8,000)
Bonds payable at June 30, 2005 $ 10,000 $ 31,000 $ 41,000

Bonds payable at June 30, 2005 are comprised of the following issues:
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TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements

As of and for the year ended June 30, 2005

NOTE 5 - LONG-TERM DEBT - continued

General obligation bonds:
$30,000 1970 sewer district serial bonds
due in annual installments of $1,000
through January 1, 2010; interest at 5%

$30,000 1970 sewer district serial bonds
due in annual installments of $1,000
through January 1, 2010; interest 5%

Revenue bonds:
$140,000 1970 sewer serial bonds due in
annual installments of $6,000 to $7,000
through January i, 2010; interest at 5%

$ 5,000

5,000
$ 10,000
$ 31,000

The annual requirements to amortize all debt outstanding as of June 30, 2005 including interest payments

are as follows:
Year Gieneral
Ended Obligation Revenue
June 30 Bonds Bonds Total
2005 $ 2500 $ 7,550 % 10,050
2006 2,400 7,250 9,650
2007 2,300 6,950 9,250
2008 2,200 6,650 8,850
2069 2,100 7.350 9,450
11,500 35,750 47,250
Less amounts
representing interest {1,500} 4,750) {6,250)
TOTAL $ 10,000 $ 31,000 $ 41,000

NOTE 6 - RETIREMENT COMMITMENTS

The Town of Clayton employees are all members of the social security system and are members of no
other retirement pian. The expense of the social security is reflected in payroll taxes in the various

statements of income.

NOTE 7 — RISK MANAGEMENT

The Town is exposed to certain risks of losses such as property damage, liability issues and other potential
losses that may occur. The Town minimizes its losses by purchase of commercial insurance. The Town’s
exposure over the amount of insurance is considered to be immaterial.

-7



TOWN OF CLAYTON, LOUISIANA

Notes to Financial Statements
As of and for the year ended June 30, 2005

NOTE 8 - COMPENSATION OF THE GOVERNING BOARD

The Governing Board of the Town of Clayton, Louisiana consists of a Mayor and five Aldermen. For the
year ended June 30, 2005, their compensation was as follows:

Wilbert Washington, Mayor $ 3,600
Donna Keith 1,800
Gail Duncan 1,800
Lola O'Briant 1,800
Linda DeLaughter 1,800
Irene Jefferson 1,800

Total $ 12,600

_08 -



REQUIRED
SUPPLEMENTARY INFORMATION
(PART IT)

229



TOWN OF CLAYTON, LOUISTIANA

Statement of Revenues, Expenditures and Changes in
Fund Balances — Budget and Actual
General Fund

Year Ended June 30, 2005
Original
and Variance
Final Favorable
Budget Actual (Unfavorable)
Revenues:

Taxes $ 70,650 $ 70,087 § (563)

Licenses and permits 3,100 5,530 430

Intergovernmental 2,650 11,852 9,202

Fines 6.500 4,398 (2,102)

Interest 100 - (100)

Miscellaneous 2,100 3,698 1,598

Total revenue 87,100 95,565 8,465
Expenditures.
General government 37,049 23,837 13,212
Public safety
Police 17,100 17,254 (154)
Fire 6,802 11,330 (4,528)
Street and sanitation 57,299 70,829 (13,530)
Total expenditures 118,250 123,250 (5,000)
(Deficiency) of revenues

over expenditures (31,150) (27,685) 3,465
Other financing sources:

Operating transfers in 26,000 23,500 ~ (2,500)
Net changes in fund balances (5,150) (4,185) 965
Fund balance, beginning 51,588 51,588 -
Fund balance, ending $ 46438 $ 47403 3% 965

The accompanying notes are an integral part of these statements.
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TOWN OF CLAYTON, LOUISIANA
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

FOR THE YEAR ENDED JUNE 30, 2005

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

Budgetary Comparison Schedule

1. Basis of Presentation
The Budgetary Comparison Schedule presents the original legally adopted budget, the final legally
adopted budget, the actual data on the GAAP basis, and variances between the final budget and the actual
data.

2. Budget Amendments and Revisions
The budget is adopted by the Board of Aldermen. Amendments can be made on the approval of the Board

of Aldermen. A budgetary comparison is presented for the General fund consistent with accounting
principles generally accepted in the United States of America. There were no non-major funds.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
OVER FINANCIAL REPORTING BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Wilbert Washington, Mayor
and Members of the Board of Aldermen
Town of Clayton, Louisiana

We have audited the basic financial statements of Town of Clayton, Louisiana as of and for the year ended June 30,
2004, and have issued our report thereon dated February 8, 2006. We have 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 Comptrolier General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Town of Clayton, Louisiana’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an object of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed one instance of noncompliance that
is required to be reported under Government Auditing Standards. This finding is included in the schedule of findings
and questioned costs as finding 2005-4.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Clayton, Louisiana’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the general-
purpose financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses.
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Honorable Wilbert Washington, Mayor
Town of Clayton, Louisiana
Page Two

However, we noted certain matters involving the internal control over financial reporting and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment,
could adversely affect the Town of Clayton, Louisiana’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the general purpose financial statements. A reportable condition is
described in the accompanying schedule of findings and questioned costs are items 2005-1, 2005-2 and 2005-3.

A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the
general purpose financial statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might be reportable conditions, and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we believe the reportable conditions described above are not material weaknesses.

This report is intended for the information and use of management of the district and the Legislative Auditor of the
State of Louisiana. However, this report is a matter of public record and its distribution is not limited.

Ferriday, Louisiana - .
February 8, 2006 Swilzen, Kophis MM}Q
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TOWN OF CLAYTON, LOUISIANA

Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Summary of Audit Results

1. Auditor’s Report
An unqualified opinion has been issued on the Town of Clayton, Louisiana’s general purpose financial
statements as of and for the year ended June 30, 2005.

2. Reportable Conditions — Financial Reporting
Three reportable conditions in internal control over financial reporting were reported. These conditions are
reported as 2005-1, 2005-2 and 2005-3.

3. Reportable Conditions — Compliance With Laws and Regulations
There was one reportable condition of noncompliance with laws and regulations. This condition is reported as
20054.

Findings — Financial Statement Audit
Reportable Conditions

2005-1 Segregation of Dutics

We noted that the Town of Clayton does not have adequate segregation of duties in the accounting department.
Two people are responsible for collections, posting accounts receivable records, posting the cash receipts
journals, posting the cash disbursement journals, posting the general ledgers, preparing deposits, opening bank
statements and preparing bank reconcilement’s as well as writing and signing checks. In order to increase
internal controls, these functions should be separated.

We recommend that the Town attempt to separate the accounting duties in order to strength internal control.

The Town has indicated that it has no plans to hire additional employees to segregate duties. The Town’s
response is included in the attached letter.

2005-2 Gas Losses

We noted that the Town experienced 30% gas losses during the year. Gas losses were as follows:

Gas purchased 10,459 MCF
Gas Sales 7.302 MCF
Unaccounte for gas 3,157 MCF
% Gas Losses 30%

We recommend that the Town investigate the losses and determine the cause of this problem. The problem
apparently is a broken relief valve. Also the gas line is designed for 21 pounds of pressure and is running at 42
pounds pressure.

The Town’s response is included in the attached letter.
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TOWN OF CLAYTON, LOUISIANA

Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Findings — Financial Statement Audit — continued

Reportable Conditions

2005-3 Utility Fund Cut-Off Policy

We noted that the town has 26 out of 337 utility customers who are more than 60 days past due on their utility
bill payments. These customers would have their utilities cut off if the Town’s cut-off policy was followed.

We recommend the following that the utility cut-off policy be enforced.

See response attached.

2005-4 Late Filing of Audit Report

Louisiana Revised Statute 24:513 requires that this audit be completed by December 31, 2005. It was
completed in February 2006. This is a violation of State law.

We recommend that in future years the audit report be completed within the time allowed by State law.

See response attached.
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TOWN OF CLAYTON, LOUISIANA

SUMMARY OF SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2004

Findings — Financial Statement Audit

Reportable Conditions

2004-1 Segregation of Duties

We noted the Town of Clayton does not have adequate segregation of duties in the accounting department.
Two people are responsible for collections, posting accounts receivable records, posting the cash receipts
journals, posting the cash disbursement journals, posting the general ledgers, preparing deposits, opening bank
statements and preparing bank reconcilement’s as well as writing and signing checks. In order to increase
internal controls, these functions should be separated.

We recommend the Town attempt to separate the accounting duties in order to sirength internal control.

This finding still applies and in included in the current audit for the year ending June 30, 2005 as finding 2005-
1.

2004-2 Gas Losses

We noted that the Town experienced 21% gas losses during the year. Gas losses were as follows:

Gas purchased 11,191 MCF
Gas Sales 8,811 MCF
Unaccountef for gas 2,380 MCF
% Gas Losses 21%

We recommend that the Town investigate the losses and determine the cause of this problem. The problem
apparently is leaks, broken meters or theft of gas.

This finding still applies and in included in the current audit for the year ending June 30, 2005 as finding 2005-
2.

2004-3 Utility Fund Cut-Off Policy

We noted that the town has 47 out of 324 utility customers who are more than 60 days past due on their utility
bill payments. Included in the past due customers is a Town employee responsible for enforcing the cut-off
policy. We also noted that an elected official was included in the accounts receivable bad debts that were
written off. This official subsequently paid the utility bill.

We recommend the following that the utility cut-off policy be enforced.

This find still applied in the current audit for the year ending June 30, 2005 as finding 2005-3.
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TOWN OF CLAYTON, LOUISIANA

SUMMARY OF SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2004

2004-4 Late Filing of Audit Report

Louisiana Revised Statute 24:513 requires that this audit be completed by December 31, 2004, It was
completed in February 2006. This is a violation of State law.

We recommend that in future years the audit report be completed within the time allowed by State law.

This finding still applies in the current audit for the year ending June 30, 2005 as finding 2005-4.
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TOWN OF CLAYTON
P. 0. BOX 277
CLAYTON, LA 71326

February 15, 2006

Mr. H. Myles Hopkins, CPA

. Switzer, Hopkins, & Mange

P. O. Box 478

Ferriday, LA 71334

Dear Mr. Hopkins:

In regard to the audit report findings for the period ended June 30, 2005, I have the following response:

Finding 2005-1 Segregation of Duties

We do not have enough accounting personnel to segregate duties so that we have perfect internal control.
We have no plans to hire additional people in the Town Hall and we will probably have this problem.

Finding 2005-2 Gas Losses

Gas Losses are compiled on a monthly basis and we will investigate this problem during the year closely.

- Finding 2005-3 Utility Cut-Off Policy

We will investigate this problem and do what we have to do to fix the problem.

Finding 2005-4 Late Filing of Audit Report
The report should not be late next year.

Please let me know if you have any questions.

Sincerely, -

Wilbert Washington, Méyor
Town of Clayton, Louisiana
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