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Where expertise and efficiency meet affordabifity.

INDEPENDENT AUDITOR’S REPORT

To the City Council
City of Dayton, KY

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each
major fund, of the City of Dayton KY as of and for the year ended June 30, 2013, and the related
notes to the financial statements, which collectively comprise the City's basic financial statements
as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Dayton, KY, as of June 30, 2013, and the
respective changes in financial position 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 on pages 2-8 and
23-28 be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain
fimited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 30, 2014, on our consideration of the City of Dayton, KY's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering City of Dayton, KY's internal control over financial reporting and
compliance.

Fossett and Hsdociares CPA

Erlanger, KY
January 30, 2014



514 Sixth Avenue - Dayton, Kentucky 41074 Phone: (853) 401-1600 - Fax: (859) 491-3538

Management's Discussion and Analysis

As management of the City of Dayton, Kentucky, we offer readers of the City of Dayton's financial statements this narrative
overview and analysis of the financial activities of the City of Dayton for the fiscal yvear ended June 30, 2013,

Financlal Highlights

The assets of the City of Dayton exceeded its liabilities af the close of the most recent fiscal year by $6,294,408 {net position).
Of this amount, $2,628,502 (unrestricted net position) may be used to meet the govemment's ongoing obiigations to citizens
and creditors, The government's total net position decreased by ($232,549),

As of the close of the current fiscal year, the City of Dayton’s governmental funds reported combined ending fund balances
of $2,793,078, an Increase of $9,693 in comparison with the prior year. At the end of the current fiscal year, unassigned fund
balance for the general fund was $1,857,792, or 55 percent of total general funa expenditures,

Overview of the Financial Staternents

This discussion and analysis Is intended 1o serve as an introgusiion o the City of Dayton's basic finoncial siaternents. The
City of Dayton's basic financial statements comprise of three components: 1] govemment-wids financial statements, 2) fund
financlat statements, and 3) notes to the financial statemenits. This report also contains other supplementary information in
addition to the basic financidl statements themselves.

Government-wide Fingncial _Stc':ierﬁents

The government-wide financial statements are designed to provide readers with a broad overview of the City of Dayton's
finances, in a manner similar to o grivate-sector business.

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

The staterment of activities presents information showing how the govemnment's net position changed during the most
recent fiscal year. All changes in net position are reported ¢s soon as the underlying event giving rise fo the change occurs,
tegardless of the fiming of related cash flows. Thus, revenues and expenses are reported in this statement for some itemns that
will only result in cash flows in future fiscal periods (e.g., uncollected taxes and eamed but unused vacation lecve).

The govermnmental acfivities of the City of Dayton include general government, public safety, highways and streets,
sanitation, economic development, and culture and recreation,

The government-wide financial statements 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 City of Dayton, tike other state and local govermnments, uses fund accounting to
ensure and demonsirate compliance with finance-related legal requirements. All of the funds of the City of Dayton can
be classified in one category: governmental funds.
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Governmental Funds

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

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

The City of Dayton maintains six individual governmental funds. Information is presented separaiely in the governmental
fund balance sheet and in the govemmental fund statement of revenues, expenditures, and changes in fund balances for
the general fund, Municipal cid and the urban renewal, which are considered to be major funds. Data frem the other three
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statemants elsewhere in this report.

The City of Dayton adopts an annual appropriated budget for all of its funds. A budgetary comparison schedule has been
provided for the funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 11-12 of this report.

Notes to the Financial Statements

The notes provide addifional information that is essential to o full understanding of the data provided in the government-
wide and fund financial statements.

Other Information

The schedules of revenues, expenditures, and changes in fund balances — budget vs. actual and combining statements
referred to earlier in connection with non-major governmental funds are presented immediately following the notes to the
financial statemenis.

Government-wide Financial Analysis

As noted earlier, net posifion may serve over time as a useful indicator of a government's financial position. In the case of
the Cily of Dayton, assets exceeded liabitities by $6,294,408 at the close of the most recent fiscal year.

By far the largest portion of the City of Dayton's net position (48 percent) reflects its Investment in capital assets (e.c. land,
buildings, roads, vehicles, machinery, and equipment) less any related debt used to acquire those assets that is still
outstanding. The Cliy of Dayton uses these capital assets to provide services to citizens; consequently, these assets are not
avdailabie for future spending. Although the City of Dayton's investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to iguldate these liabilities.



Net pesition

Governmental Activities

2013 2012

Current 8 Other Assets $ 3,114,045 $ 3,147,174
Capital Assets 3,311,719 3,514,974
Total Assets 6,425,764 4,662,150
L.ong-term Liabilities 3 - % -
Cther Liabilities 131,356 135,193
Total Liabilities 131,356 135,193
Net Position:
invested in Capiial, net

of Related Debt $ 3281720 $ 3,484,976
Restricted 383,786 330,161
Unrestricted 2,628,902 2,711,820
Total Net Position $ 6,294,408 $ 6,526,957

A portion of the City of Dayton's net position represents resources that are subject to external restrictions on how they may be
used. The remaining balance of unrestricted net position {$2,628,902) may be used to meet the government's ongoing
obligations to citizens and creditors.

At the end of the cument fiscal year, the City of Dayton is able to report positive balances in all three categories of net
position.

The City of Dayton's net position decreased by $232,549 during the current fiscal year. The majority of this decrease is the
result of the Locust Street infrastructure project and the disposition of 1214 7' street and 215 Main St properties. The grant
revenues used to fund this preject are included in 2013 revenues, bui the Infrastructure improvements are capltalized and
therefore orly the related depreciation is included in 2013 expenses.



Changes in Net pasition

$ Increase
(Decreqse
Revenues 2012 2013 % of Total from 2012
Program Revenues:
Charges for Services 3 354,115 § 315,056 10% $ (39,059)
Operating Grants & Contributions 188,571 490,822 16% 302,251
Capita! Grants & Contributions - - )
General Revenues:
Property Taxes 1,329,600 1,365,349 45% 35,749
Payroll Tax 484,727 492,923 16% 8,194
[nsurance Tax 445,547 486,344 16% 40,797
Licenses 130,989 118,049 4% (12,920)
Fines 38,968 41,801 1% 2,833
Recreation 12,138 5,425 0% (6,713)
Interest 12,294 10,748 0% {1,54¢)
Miscellaneous 254,966 241,075 8% (13,891)
Investment in Joint Venture - 146,830 5% 146,830
Gain {Loss) on Sale of Assets 2,774 (701,999) -23% {704,773)
Total Revenues $ 3,254,689 % 3,012,443 $ (242,248)
Expenses
General Government % 471,885 % 462,817 15% % {?,068)
Police 943,986 1,039,550 35% 95,564
Fire 730,000 731,500 24% 1,500
Public Works 301,301 296,600 10% (4,701)
Building Service 74,797 72,608 2% (2,189)
Waste Collecticon 234,611 243,726 8% 2,115
Recreation 38,249 29,818 1% {8,431)
Professional Fees 177,617 224,602 7% 46,985
Main Street 58,172 66,964 2% 8,794
Urban Redevelopment 110.814 76,805 3% (34,009)
Total Expenses % 3,141,432 % 3,244,992 $ 103,560
Change in Net Position $ 113,257 % (232,549)

» Properiy taxes increased due to a slight increase in collections.

Operating Grants & Confributions increased due to a large one-time grant for the Locust Street project this year.
Police expenses increased due to several factors, Two new positions were staffed for pari-time officers, and the roster
of full-fime officers was fully staffed with no vacancies. This resutted in the need for more cruisers, and 3 new cruisers
were purchased. This in turn resulted in an increase in fuel costs and cruiser maintenance.,

* Professional fees increases were primarily caused by two factors. The City provides matching funds to residents who
replace the sidewalks on their properties, and there was an increase in the number of residents receiving these
matching funds in 2013. In addition, the expenses for services in the Grant Park subdivision increased due fo an
increase in the number of residents. The Grant Park expenses are offset by fees collected from the residents, which are
reporied as revenues of the City,

Financial Analysis of the Government's Funds
As noted ecrlier, the City of Dayton uses fund accounting o ensure and demonstrate compliance with finance-related legal
requirements,

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

As of the end of the current fiscal year, the City of Dayton's governmental funds reporied combined ending fund talonces of
$2,793,078 an increase of $2,693 in comparison with the prior year. Approximately 86 percent of this total amount (§2,409,292)
constitutes unassigned fund balance, which is available for spending at the government's discretion. The remainder of fund
balance isreserved to indicate ihat it is not available for new spending because it has already been committed.

The general fund is the chief operating fund of ithe City of Dayton. At the end of the cument fiscal year, unassigned fund
balance of the general fund was $1,857,792. As a measure of the general fund's liquidity, it may be useful to compare total
fund balance to total fund expenditures, Unassigned fund balance represents 55 percent of total general fund expenditures,

The following schedule presents a summary of general and special revenue fund revenues and expenditures for the fiscal
year ended June 30, 2013, and the amount and percentage of increases and decreases in relation ¢ the pricr year,

+ Intergovernmental Revenuss increased due to a large one-time grant for the Locust Street project this year. The
increase in Capital Outlay expenses is also related to this project.

+ Police expenses increased due to several factors. Two new positions were staffed for part-time officers, and the roster
of full-time officers was fully staffed with ne vacancies. This resulted in the need for more cruisers, and 3 new cruisers
were purchased. Thisin turn resulted in an increase in fuel costs and cruiser maintenance.,

«  Public works increased due to a major road project.

+ Urban Redeveiopment decreased due to an $80,000 one-time payment in 2012 toward the certification of the
floodwali.

GOVERNMENTAL FUNDS

$ Increase
{(Decrease
2012 % of Total 2013 % of Total from 2012
General Revenues:
Taxes $1.,310656 405% % 1,352,978 37 .4% $ 42,422
Licenses & Permifs 1,061,263 32.8% 1,097,336 30.4% 34,073
Intergovernmental 188,571 5.8% 490,822 13.6% 302,251
Charges for Services 354,115 11.0% 375,270 10.4% 21,1585
Fines & Forfeitures 38,968 1.2% 41,801 1.2% 2,833
Recreation 12,138 0.4% 5425  0.2% (6,713)
Interest 12,294 0.4% 10,748 0.3% {1,544)
Miscellaneous 254,966 7.9% 241,075 6.7% (13,891)
Total Revenues T$3232,871 “§ 3415455 382584
Expenses
General Government $ 430,364 12.1% $ 433,993 12% $ 3,629
Police 912,281 25.5% 1,099,738 31% 187,457
Fire 730,000 20.4% 731,500 20% 1,500
Public Works 278,015 7.8% 438,830 12% 160,815
Building Service 74,797 2.1% 72,608 2% {2,189)
Waste Collection 234,611 6.6% 243,726 7% 9,115
Recreation 29,940 0.8% 24,708 1% {5,232)
Professional Fees 177,617 5.0% 224,602 6% 44,985
Main Street 58,172 1.6% 66,966 2% 8,794
Urban Redevelopmen 110,814 3.1% 39,526 1% (71,288)
Capital Outlay 50,323 1.4% 232,208 7% 181,885
Total Expenses T $3,086934 ~§ 3,608,405 $ 521,471



Capital Asset and Debt Administration

Capital Assets

The City of Dayton's investment in capital assets for its governmental activities as of Junea 30, 2013, amounts to $4,618,470. This
investment in capital assets includes land, buildings, roads, vehicles, eguipment, and furniture.

Capital Assets

Governmental Activities

2013 2012
Land $ 1,414,042 $ 2,127,561
Investiment in Joint Venture 146,830 -
Buildings 1,029,924 1,029,924
Infrastructure 1,570,937 1,224,755
Improvements 41,470 41,470
Vehicles 306,305 284,575
Equipment 178,060 278,854
Furniture & Fixtures 77.712 71,230
Total : $ 4,765,300 % 5,058,349

This year's major Additions/Delefions included:

Land Deletions $ (713,500)
Investment in joint venture 146,830
Infrastructure Additions 346,182
Vehicle Addifions 105,461
Vehicle Deletions {83,731}
Equipment Additions 4,291
Equipment Deletions {105,085)
Furniture Additions 2.182
Furniture Deletions {2,700)
$ (293,070)

Additional information on the City of Dayion's capital assets can be found In note IV on page 21 of this report.

GENERAL FUND BUDGETARY HIGHLIGHTS

City Council passed an original budget for 2012-2013, and did neot revised that budget. Actual revenues were ($35,914) less
than budgeted amounts. Toxes were $81,199 more than budget due to increased collections. Intergovernmental revenues
were $199,261 more than budget due to siate granis received to cover the cost of the Locust Street infrastructure project.

Miscellaneous revenues were ($387,183) less than budget primarily because the state grant for Locust Street was originally
budgeted in this revenue line item.

Actudl expenditures were $391,029 less than budgeted amounts, The most significant variances were in professional
services and capital outlay. Professional services were $502,013 less than budgst in part because the costs of the Locust St

infrastructure project were budgsted here, but expensed as capital outlay. The offsetting variance shows cagital outlay
over budget by $199.927.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET



The City has experienced slightly increasing revenues and rising operating costs. Personal property tax revenuess, tangible

taxes, payroll taxes and occupational license taxes have all increqgsed slightly in the past year, cnd the City anticipates that
tfrend to continue,

The expenditures for the General Fund include above average increases in Insurance and retirement costs. These increases
are driven by outside economic factors beyond the City's control. The City has responded to these increases in certain
expenditures by reducing budgeted expenditures in other arecs.

The budget for infrastructure projects includes street replacement projects and urban renewal projects as the City confinues
to annually invest in these areas. The City has adequate contingency funds to address any non-catastrophic unforeseen
conditions and events. The fiscal year 2013 budget provides adequate resources for the continuation of services ang
programs at fhe present levels. Budgeted expenditures for 2013 approximate projected revenues, and the City continues to
monitor budget variances on an ongoing basis and to respond appropricaiely.

Requests for information

This financial report is designed fo provide a general overview of the City of Dayton's finances for all those with an interest in
the government's finances. Questions concerning any of the Information provided in this report or requests for additional
financial infermation should be addressed to Donna Leger at 514 Sixih Avenue, Dayton, KY 41074,

Kenneth E. Rankle

Kenneth E. Rankle
Mayor



CITY OF DAYTON, KENTUCKY

STATEMENT OF NET POSITION

June 30, 2013

Assets
Current Assels:
Cash and Cash Equivalents
Investments
Accounts Receivable
Prepaid Expenses
Nofes Receivable
Capital Assets:
Land
Investment in Joint venture
Buildings
Infrastructure
Improvements
Vehicles
Equipment
Furniture & Fixtures

Less Accumulated Depreciation

Total Assets

Liabilities
Current Liahilities:
Acceunts Payable
Accrued Liabilifies
Deposits
Noncurrent Liabilities:
Due Within One Year
Due in More Than One Year
Total Liabilities

Net Position

Invested in Capital Assets, Net of Related Debt

Restricted for;
Municipal Aid
ebt Service

Unrestricted

Total Net Position

Primary Government

Governmental
Activities Total
2,855,060 § 2,855,060
37,865 37.845
92,509 92,509
128,610 128,610
1,414,062 1,414,062
146,830 146,830
1,029,924 1,029,924
1,570,937 1,570,937
41,470 41,470
306,305 306,305
178,060 178,060
77,712 77712
(1,453,580} (1,453,580)
6,425,764 6,425,764
41,440 41,440
88,266 88,264
1,650 1,650
131,356 131,356
3,281,720 3,281,720
383,786 383,784
2,628,902 2,628,902

$ 6294408 § 6,294,408

The accompanying Notes are an integral part of these financial statements
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CITY OF DAYTON, KENTUCKY
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2013

Other Total
General Munlicipal Urban Governmental Governmental
Fund ) Ald Renewal Funds Funds
Assels
Cash and Cash Equivalents 3 1.918997 § 383786 % 461,726 % $0,551 % 2,855,060
Investments 37.865 - - - 37.865
Accounts Receivable 92,509 - - - 92,509
Prepaid expenses - - - - -
Notes Receivable - - . 128,610 - 128,610
Due From Cther Funds - - - - -
Total Assels $ 20493717 § 383784 $ 590336 % 20,551 % 3,114,044
Liabilities and Fund Balances
Liabilities: .
Accounts Payable $ 40,663 % - $ - % 777 % 47,440
Accrued Liabilities 88,266 - - - 88,266
Deposits 1,650 - - - 1,650
Due to Other Fundls - - - - -
Deferred Revenue 61,000 - 128,610 - 189,610
Total Liabilities 191,579 - 128,610 777 320,944
Fund Balances:
Reserved:
Debt Service - - - - -
Municipal Aid - 383,784 - - 383,784
Unassigned, Reported In:
Generai fund 1,857,792 - - - 1,857,792
Special Revenue Funds - - 441,726 89,774 551,500
Total Fund Balances 1,857,792 383,786 461,726 89,774 2,793,078
Total Liabilities and Fund Balances 3 2049371 $ 383,786 $ 590,336 % 90,551
Amounts reported for governmental activities In the statement of net assets are different becauss:
Capital assets used in governmental activiiies are not financial
resources and, therefore, are not reported in the funds. 3,311,720
Other long-term assets are not available to pay for curent-period
expenditures and therefore are deferred in the funds. 189,610
Net assets of governmental activities, $ 6,294,408

The cccompanying Motes are an integral part of these financial statements




CITY OF DAYTON, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended June 30, 2013

Other Total
General Municipal Urban Governmental Governmental
Fund Ald Renewal Funds Funds
Revenues
Taxes % 1,270,787 § - ) - B2,191 § 1,352,978
Licenses and Permits 1,097,336 - - - 1,097,336
Intergovernmental 261,861 228,941 - - 490,822
Charges for Services 367,820 - 7,450 - 375,270
Fines and Forfeltures 41,801 - - - 41,801
Recreation - - - 5,425 3,425
l.oan Payments - - - - -
Interest 8.402 FALY 1,220 207 10,748
Miscellaneous 239,087 - - 1,988 241,075
Total Revenues 3,287.054 72249 .880 8.670 &9.811 3,615,455
Expenditures
Current;
General Government 433,993 - - - 433,993
Police 1,099,738 - - - 1,099,738
Fire 731,500 - - - 731,500
Public Works 292,575 146,255 - - 438,830
Building Service 72,608 - - - 72,608
Waste Collection 243,724 - - - 243,726
Recreation - - - 24,708 24,708
Professional Services 224,602 224,602
Main Street 66,966 - - - 66,964
Urban Redevelopment - - 33,713 5813 39,526
Debt Service:
Principal - - - - -
Interest - - - - -
Capital Outlay 199,927 - 32,281 - 232,208
Total Expendltures 3,365,635 T48. 255 65,997 30,527 3,608,405
Excess (Deficiency) of Revenues
Over (Under) Expenditures [78,541) 83,625 {57,324) 59,290 7,050
Other Financing Sources {Uses)
Transfers In 77,829 - - 37,362 115,191
Transfers Qut {3.000) (30,000} - {82,191} {115,191}
Sale of Property - - 2,643 - 2,643
Total Other Financing Sources (Uses} 74,829 {30,000} 2,643 (44,829} 2,643
Net Change in Fund Balances (3.712} 53,625 (54,681) 14,461 9,693
Fund Balances - Beginning 1,861,504 330,141 516,407 75313 2,783,385
Fund Balances - Ending $ 1,857,792 % 383786 % 461,726 89,774 % 2,793,078

The accompanying Notes are an integral part of these financial statements




CITY OF DAYTON, KENTUCKY
RECCNCILIATION 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, 2013

Amounts reported for governmental activities in the statement of activities are
different because:

Net change in fund balances - total governmental fund $ 9,693

Governmental funds report capital outlays as expendijures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expenss. This is the armount by which
capital outlays exceeded depreciation in the curent paricd. 510,243

The net effect of varicus miscellaneous fransactions involving capital assets (Le., sales, trade—ins
donations) Is to decraase net assets. 1701,999)

Revenues in the statemeant of activities that do not provide current financial
resources and thersfore, are not reported as revenues in the funds, while some
revenues reported in the funds have already been recognized in earlier periods
for the statement of activities. This is the net effect of those changes. {47,843)

Change in net assets of governmental activities. $ (232,549)

The accompanying Notes are an integral part of these financial statements




CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Dayton, Kentucky, have been prepared in
conformity with generally accepted accounting principles {GAAP) as applied to
government units. The Govermnmental Accounting- Standards Board (GASB) is he
accepted standard-setting body for establishing governmental accounting and
financial reporting principtes.  The significant accounting policies of the City are
described below,

Reporting Enfity

The City of Dayton is a municipal corporation governed by an elected Mayor and six-
member City Council. As required by generally accepted accounting principles, these
financial statements present all activities for which the City is considered to be financially
accountable.

Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of changes in net assets) report information on all of the non-fiduciary
activities of the City. For the mosi part, the effect of inter-fund activity has been
removed from these statements. Governmental activities, which are normally 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 direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those 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.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide
financial statements, rather than reported as expenditures. Proceeds of long-term debt
are recorded as a liability in the governmeni-wide financial statements, rather than as
other financing sources. Amounis paid fo reduce long-term indebtedness of the City are
reported as a reduction of the related liakility, rather than as expenditures.

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. Revenues are recorded when
earmned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash fliows. Property taxes are recognized as revenues in the year for which they
are levied. Granis and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.




CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

Govemmental 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 the liabilities of the current pericd. 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 judgments, are
recorded only when payment is due.

The City reports on the following funds:

The general fund is the City's primary operating fund., It accounts for dll financial
resources of the general government, except for those required to be accounted for in
ancther fund.

The special revenue funds are used to account for the proceeds of specific revenue
sources that are restricted to expenditures for specific purposes.

The debt service funds are used to account for amounts that are restricted for payment
of the city's debt,

- GASBS No. 54

In March 2009, the Governmental Accounting Standards Board [GASB) approved
Statement No. 54, Fund Balance Reporting and Govermnmental Fund Type Definitions.
Certain changes in the Statement will require the following:

Fund Balances for each of the City's governmental funds {General Fund, Municipal
Road Aid Fund and Proprietary Fund) will ke displayed in the following
classifications depicting the relative strength of the spending constraints placed on
the purposes for which resources can be used:

-Ndnspendab!e fund balance - amounts that cannot be spent because they
are either not in a spendable form (such as inventories and prepaid
accounts) or are legally or contractually required to be maintained intact.

eResfricted fund balance - amounts that can be spent only for specific
purposes because of constraints imposed by external providers (such as
grantors, bondholders, and higher levels of government), or imposed by
constitutional provisions or enabling legislation.

«Committed fund balance - amounts that can be spent only for specific
purposes determined by a formal action of the government's highest level
of decision-making authority.




CITY OF DAYTON, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2013

e Assigned fund balance - amounts the government intends to use for specific

purposes that don not meset the criteria to be classified as restricted or
committed.

sUnassigned fund balance - amounts that are available for any purpose;
these amounts can be reported only in the City’s General Fund.,

The statement also establishes several new presentation and disclosure

requirements, including requirements related fo stabilization arrangements (i.e.,
"“rainy day” amounts).

In addition, the Statement clarifies the definitions of the various types of
govermmental funds. Interpretations of certain terms within the new definition of

special revenue funds may affect which activities the City can report in special
revenue funds.

The provisions of GASBS No. 54 was required to be implemented by the City no later than

the fiscal year beginning July 1, 2010. Implementation required the City to restate existing
fund balances for the governmental funds.

Since the City of Dayton does not establish a policy for its use of unassigned fund
balance amounts, it should consider that committed amounts would be reduced first,
followed by assigned amounis, and then unassigned amounts when expenditures are

incurred for purposes for which amounts in any of those unassigned fund balance
classifications could be used.

Assels, Liabilities and Equity

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits as well as short-term investments
with an inifial maturity date within three months of the date acquired by the City. The
City is authorized by state statute to invest in:

Obligations of the United States and of its agencies and instrumentalities.
Ceriificates of deposit,

Banker's acceptances.

Commercial paper.

Bonds of other states or local governments.

Mutual funds

e e o

Property Tax Receivable

Property taxes are levied as of October 1 on property values assessed on January 1. The
billings are considered past due 30 days aofter the respective tax biling date at which
time the applicable property is subject to lien and penalties and interest are assessed.




CITY OF DAYTON, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2013

Short-Term Inter-fund Receivables/Payables

During the course of operation, numerous transactions occur between individual funds
for goods provided or services rendered. These receivables and payables are classified
as “due from/to other funds” on the balance sheei. Short-term inter-fund loans are
classified as "inter-fund receivables/payables”.

Prepaid Items

Payments made to vendars for services that will benefit periods beyond June 30, 2011,
are recorded as prepaid items.

Capital Assets

Capital assets are those assets having an initial cost of $500 or more and an esiimated

useful life in excess of one year. These assets are reported in the government-wide
statement of net assets.

The accounting and reporting treatment applied to capital assets associated with a fund
are determined by its measurement focus. Capital assets are long-lived assets of the City
as a whole, When purchased, such assels are recorded as expenditures in the
governmental funds. Infrastructure such as street, traffic signals and signs are capitalized.
The valuation basis for general capital assets are historical costs, or where historical cost is
not available, estimated historical cost based on replacement cost,

Capital assets used in operations are depreciated over their estimated useful lives using
the straight-ine method in the government-wide financial statements. Depreciation is
charged as an expense against operations and accumutated depreciation is reported
on the respective balance sheet. The ranges of lives used for depreciation purposes for
each fixed asset class are as follows:

Bulldings 40 years
Public Domain Infrastructure 40 years
Improvements 15 years
Vehicles 5 years
Machinery & Equipment 7 yeqars
Fumniture & Fixtures 7 yedars

Nofes Receivable

Amounts reported as notes receivable in the Urban Renewdal Fund represent amounts
due from Citizens for the Pilot Rehab Loan.

Since the amounts receivable from these notes are not available for appropriation
offsefting deferred revenue is reported in those funds.




CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with
expendable available financial resources is reported as expenditures and a fund licbility
of the governmental fund that will pay it, Vacation pay and sick pay {for qualifying’
employees) is accrued when incurred and reported as a fund liakility.

Fund Equity

Net assets are the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt are capital assets, less accumulated depreciation and any
outstanding debt related fo the acquisition, construction or improvement of those assets.

In the fund financial statements, government funds report reservations of fund batance
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 fentative
management plans that are subject to change.

Revenues, Expenditures and Expenses

Inter-fund Transactions

Quasi-external fransactions are accounted for as revenues, expendifures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund, are recorded as
expenditures/expenses  in  the reimbursing fund and as  reductions of
expenditures/expenses in the fund that is reimbursed.

A summary of Inter-fund transfers is as follows:

Transfers To;

General Civic Club Park Park
Fund Fund Board Tax Tofal
Transfers From:
General Fund $ - $ 3,000 $ 3.000
Municipal Ald 30,000 - - 30,000
Park Tax 47,829 34,362 82,191
Total $ 77829 % 3000 % 34,362 % - 5 115191

Transfers from Municipal aid were to reflect road repairs paid for by the General Fund.
Transfer from Park Tax is an annual transfer.



CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

Use of Esfimates

Management uses estimaies and assumptions in preparing financial statements. These
estimates and assumplions affect the reported amounts of assets and liabilities, the
disclosures of confingent assets and [liabilities, and the reported revenues and
expendituras. Actual results could differ frorm those estimates.

Il - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Informgation

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds.

The City follows these procedures in establishing the budgetary data reflected in the
financial statements:

1. In accordance with City ordinance, prior to June 1, the Mayor submits to the City
Council, a proposed operating budget for the fiscal year commencing the following
July 1. The operating budget includes proposed expenditures and the means of
financing them for the upcoming year.

2. A public meeting is conducted to obtain taxpayer comment.

3. Prior to June 30, the budget is legally enacted through passage of an ordinance.

4. The Mayor is required by Kentucky Revised Statutes to present a quarterly report fo
the City Council explaining any variance from the approved budget,

5. Appropriations continue in effect until o new budget is adopied.

6. The City Council may authorize supplemental apprepriations during the year.
Expenditures may not legally exceed budgeted appropriations atf the fund level. Any
amendments to the budget that would change fund level totals must be approved by
the City Council. During the year the City Council adopted one supplementary
appropriations ordinance.

I - DEPOSITS

The City's deposits are entirely insured or collateralized with securities held by an agent of
the City in the City's name,




CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

IV ~ CAPITAL ASSETS AND DEPRECIATION

Capital assets activity for the year ended June 30, 2013 was s follows:

Governmental
Land
Investment in Joint venture
Buildings
Infrastructure
Improvements
Vehicles
Equipment
Furniture
Subtotal

Accum Dep
Land
Buildings
Infrastructure
Improvements
Vehicles
Equipment
Furniture
Subtotal

Net Capital Assetls

Depreciation was charged to functions as follows:

Governmentai Activities:
General Government
Police

Public Works
Recreattion

Urban Redevelopment

Total Government activities depreciation expense

20

Balance Balonhce
6/30/2012 Additions Deletions 6/30/2013

2,127,562 $ {713,500) % 1,414,062
- 146,830 146,830
1,029,924 1,029,924
1,224,755 1 346,182 1,570,937
41,470 41,470
284,575 105,461 183,731) 306,305
278,854 4,291 {105,085 178,060
71,230 2,182 [2,700) 77,712
5,058,370 611,946 {205,014) 4,765,300
(799,425) (8,248) (807,673}
(215,248) {49,025 {264,273}
(14,921) {2,745) (17,686)
(256,317) {23,723 83,731 (196,309)
(187.229) {15,306} 105,085 {97,450)
{70.253) (2,636} 2,700 (70,189)
(1,543,393 (101,703} 191,516 (1,453,580)
3,514,977 $ 331,720

$ 41,249

19,842

30,504

5110

4,998

$ 101,703




CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

During this year the city has recognized an interest in the assets of a joint venture with the
City of Bellevue in the Fire Department. This entity is a Limited Liability Company jointly
owned by boih the City of Bellevue and the City of Dayton. Dayton's interest in the joint
venture is recorded as a capital asset as the equity in the Joint Venture is a result of
capital assets held by the Fire Department. The investment will increase or decrease
based on the equity remaining each fiscal year.

V - CLAIMS AND JUDGMENTS

Amounts received or receivable from grantor agencies are subject to cudit and
adjustment by grantor agencies, principally the federal government. Any disallowed
claims including amounts already collected, may constitute a liabilily of the applicable
funds. The amounts, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the City expects such amounts, if any, to be
immaterial,

VI-EMPLOYEE RETIREMENT SYSTEM

City employees who work at least 100 hours per month participate in the County
Employees Retirement System (CERS). Under the provisions of Kentucky Revised Statute
61.645, the Board of Trustees of Kentucky Retirement Systems administers the CERS.

The plan issues separate financial statements, which may be obiained by request from
Kentucky Retirement Systems, 1260 Louisville Road, Frankfori, Kentucky 40601.

Plan Descripiion - CERS is a cost-sharing multiple-employer defined benefit pension plan
that covers substantially all regutar full-time members employed in positions of each
county and school board, and any additional eligible local agencies electing to
participate in the System, The plan provides for retirement, disabillity, and death benefits
to plan members.  Refirement benefils may be extended to beneficiaries of plan
members under certain circumstances. Cost-of-living adjustments {COLA) are provided
at the discretion of the state legislature,

Non-hazardous Contributions - For the year ended June 30, 2013, plan members were
required to contribute 5% of their annual creditable compensation.  Parficipating
employers were required to conhibute at an actuaridlly determined rate.  Per Kentucky
Revised Statute Section 61.565(3), normal coniribution and past service contribution rates
shall be determined by the Board on the basis of an annual valuation iast proceeding
the July 1 of a new biennium. The Board may amend contribution rates as of the first day
of July of the second year of a biennium, if it is determined on the basis of a subsequent
actuarial  valuation that amended contribution rates are necessary to  safisfy
requirements determined in accordance with actuarial bases adopted by the Board.
For the year ended June 30, 2013, participating employers contributed 19.55% of each
employee's crediiable compensation. The actuarially determined rate set by the Board
for the year ended June30, 2013 was 19.55% of creditable compensation.
Administrative costs of Kentucky Retirement System are financed through employer
contributions and investment earnings.
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CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

Hozardouws Contributions — For the year ended June 30, 2013, plan members were
required to contribute 8% of their annual creditable compensation.  The state was
required to contribute at an actuarially determined rate. Per Kenfucky Revised Statute
Section 61.565(3). normal contribution and past service contribution rates shall be
determined by the Board con the basis of an annual valuation last proceeding the July 1
of a new biennium. The Board may amend contribution rates as of the first day of July of
the second year of a biennium, if it is determined on the basis of a subsequent actuarial
valuation that amended conftribuiion rates are necessary to satisfy requirements
determined in accordance with actuarial bases adeopted by the Board.

For the yvear ended June 30, 2013, participating employers contributed 37.40% of each
employee’'s creditable compensation. The actuarially determined rate set by the Board
for the year ended June 30, 2013 was 37.60% of creditable compensation.
Administrative costs of KRS are financed through employer contributions and investment
earnings.

The reguired contribution and the actual percentage contributed for the city for the
current and previous two years is as follows:

Actual
Required  Percentage
Year Contribution Contribuied

2013 249,577 100%
2012 % 217243 100%
2011 3 167,301 100%

VIl - CONTINGENT LIABILITIES

The City, due to its relationship with the Bellevue/Dayton Fire Department, has a
probable liability in a future pericd that, at this time, cannot be estimated. This liability is a
result of improper payments of incentive to the fire fighters. The fire department is directly
affected by this action taken by the Department of Labor, while the city is affected
indirectty based on its contractual relationship with the fire department. The City
estimates its Liakility to range between $85,000 and $150,000 which is 50% of the fire
departments estimated liability. The city includes in that range $6,400 for the payment to
fire fighters that worked directly for the city before the Department was formed.

VIl = RISK MANAGEMENT

The City is exposad fo various risks of losses related to foris; theft of, damage fo, and
destruction of assets; errors and omissicns; injuries 1o employees, and natural disasters.
The City has obtdined insurance coverage through a commercial insurance company.
in addition, the City has effectively managed risk through various employee education
and prevention programs through the efforis and cooperation of its risk manager and
department heads. All general ligbility risk management aciivities are accounted for in
the General Fund. Expenditures and claims are recegnized when probable that a loss
has occurred and the amount of loss can be reasonably estimated.
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CITY OF DAYTON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

IX - COMMITMENTS

The City is committed under a contract with the Fire Department of Bellevue-Dayton,
LL.C. for fire and EMS services. The agreement expires June 1, 2021 unless the cities
choose io extend the agreement. Each year the City is required to make a payment,
determined on a vearly basis, to cover operating expenses. The required payment for
fiscal year 2014 will be approximately $730,000,

X ~ SUBSEQUENT EVENTS

Management has evaluated subsequent events through January 30, 2014, the date on
which the financial statements were available to be issued.
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CITY OF DAYTON, KENTUCKY
GENERAL FUND

BUDGET AND ACTUAL
For the Yeqr Ended June 30, 2013

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

Revenues
Taxes
Licensas and Permits
Infergovemmental
Charges for Services
Fines and Forfeitures
Interest
Miscellaneous

Total Revenues

Expenditures
Current:
General Government
Police
Fire
Public Works
Building Service
Waste Collection
Professional Services
Main Street
Debt Service:
Principal
Interest
Capital Outlay
Total Expenditures

Varionce with

Excess (Deficiency) of Revenues

Over (Under) Expenditures

Other Financing Sources {Uses)

Transfers In
Transfers Ouf
Sale of Property

Total Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balances - Beginning

fund Balances - Ending

Final Budget -
Budgeted Amounts Actual Positive
Crlginal Final Arnounts {Negative}
P 1189588 § 1,189.588 § 1,270,787 % 81,199
1,052,800 1,052,800 1,097,336 44,536
62,600 62,600 261,861 199,261
348,950 348,950 367820 18,870
36,800 36,800 41,801 5,001
6.000 6,000 8,402 2,402
626,270 626,270 239,087 (387,183)
S,BQS,CCB SIEESJUDB 3128: rUE r
483,395 483,395 433,993 4%,402
1,042,104 1,062,104 1,099,738 {37.634)
730,000 730,000 731,500 (1,500}
359.007 359,017 292,575 66,442
70,551 20,551 72,608 17,943
240,000 240,000 243,726 (3.728)
726,615 726,615 224,602 502,013
64,982 64,982 66,966 (1,984)
- - 199,927 (199,927)
3,756,564 3,706,664 3,365,635 391,02
(433,656) (433,656) {78,541) 355,115
95,000 95,000 77.829 (17,171}
- - (3.000) (3,000
25,000 $5,000 74829 [2C,T7T]
(338.654) (338,856) (3.712) 334,944
373,587 373,587 1,861,504 1,487,917
$ 34931 § 34931 § 1,857,792 % 1,822,861
24

The basis of budgeling is the same as generally occepled accounting principles,




CITY OF DAYTON, KENTUCKY
MUNICIPAL ROAD AID FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL
For the Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actual Posliive
Original Final Amounts (Negative)
Revenues

Intergovernmental 3 126,000 $ 126000 % 228961 § 102,961

Interest 500 500 219 419
Tolal Revenues 124,500 126,500 229,880 103,380
Expenditures

Current;

Public Works 426,500 426,500 146,255 280,245

Capital Outlay - - - -
Total Expenditures 426,500 426,500 146,255 280,245
Excess (Deficiency) of Revenues

Over (Under) Expenditures {300,000) (300,000) 83,625 383,625
Other Financing Sources {Uses)

Transfers Out (30,000) (30,000) (30,000} -
Total Other Financing Sources (Uses) {3C,000] (30,000} (30,000] -
Net Change In Fund Balances (330,000} {330,000} 53,625 383,625
Fund Balances - Beginning 330,000 330,000 330,161 161
Fund Balances - Ending $ -} - 5 383,786 % 383,786
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The basis of budgeting is the sume as generally accepted accounting principles.




CITY OF DAYTON, KENTUCKY
URBAN RENEWAL FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL
For the Year Ended June 30, 2013

Variance with
Final Budget -
Budgeted Amounis Actual Positive
Criginal Final Amounts (Negative)
Revenues

Intergovernmental ¥ - % - 5 - % -

Charges for Services 4,000 6,000 7,450 1,450

Interest 1,500 1,500 1,220 {280)

Miscellaneous - - - -
Total Revenues 7,500 7.500 8.670 1170
Expenditures

Current:

Urban Redevelopment - - 33,713 {33.713)

Capital Cutlay 140,000 140,000 32,281 107,719
Total Expenditures 140,000 140,000 65,994 74,008
Excess (Deficiency) of Revenvues

Over (Under) Expenditures (132,500) {132,500) (57.,324) 75176
Other Financing Sources (Uses)

Sdle of Property - - 2,643 2,643
Total Other Financing Sources (Uses) - - 2,643 2,643
Net Change in Fund Balances (132,500} {132,500) (54,681) 77819
Fund Balances - Beginning 600,000 6C0,000 516,407 (83,593)
Fund Balances - Ending N 467,500 % 467,500 % 461,726 % {5,774}
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The basis of budgeting is the same as generally accepted accounting principies.



CITY OF DAYTON, KENTUCKY
CIVIC CLUB FUND

BUDGET AND ACTUAL
For the Year Ended June 30, 2013

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

Variance with

Finai Budget -
Budgeted Amounts Actual Positive
QOriginal Final Amounts {(Negative)
Revenues

Miscellaneous $ 2000 § 2000 % 1,788 5 (12)
Total Revenues 2,000 2,000 1,988 {12}
Expendifures

Current;

Urban Redevelopment 5,000 5,000 5813 {813)
Total Expenditures 2,000 5,000 2,813 (813]
Excess (Deficiency) of Revenues

Over (Under) Expenditures (3,000} (3,000) (3,825) {825
Other Financing Sources (Uses)

Transfers In - - 3.000 3,000
Total Other Financing Sources (Uses) - - 3,000 3,000
Net Change in Fund Balances - - (825) (825)
Fund Balances - Beginning 3,585 3.585 3.352 (233)
Fund Balances - Ending $ 585 % 585 % 2,527 % 1,942
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The basis of budgeting is the same as generally accepted acceunting principies.



CITY OF DAYTON, KENTUCKY
PARK BOARD FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL
For the Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actudl Positive
Original Final Amounts (Neguative)
Revenues
Recreation Revenues $ 18000 $ 18000 % 5,425 % (12,575)
Intergovernmental Revenues - - - -
Interest 200 200 207 7
Miscellaneous - - - -
Total Revenues 8,200 18,200 5,632 {12,588]
Expenditures
Current:
Recreation 34,362 34,362 24,708 2,654
Debt Service - - - -
Capital Qutlay - - - -
Total Expenditures 34,362 34,367 24,708 ?.654
Excess (Deficiency) of Revenues
Over (Under) Expenditures (16,162) {16,162) (19.076) {2,914)
Other Financing Sources (Uses)
Transfers In 34,362 34,362 34,362 -
Transfers Out - - - -
Total Other Financing Sources (Uses) 34,362 34362 34,362 -
Net Change in Fund Balances 18,200 18,200 15,286 (2,914)
Fund Balances - Beginning 55,200 55,200 71.961 16,761
Fund Balances - Ending $ 73400 3 73400 § 87,247 % 13.847
28

The basls of budgeting is the same as generally accepted accounting principles.



CITY OF DAYTON, KENTUCKY
PARK TAX FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL
For the Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts {Negative)
Revenues
Park Tax $ 99326 99326 $ 82191 § (17.135)
Total Revenues 99,328 ¥9.326 82,191 (17,135
Other Financing Sources (Uses)
Transfers Out [99.326) (99,326} (82,191} 17,135
Total Other Financing Sources (Uses) [99.326) [99.328] (B2, 19T} 17,135

Net Change in Fund Balances - - -

Fund Balances - Beginning - - . -

Fund Balances - Ending $ - % - 3 - 3 -

The basis of budgeting is the same as generally accepied accounting principles. 2%
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED (N ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the City Council
City of Dayton, KY

We have audited, in accordance with the 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, each major fund, and the aggregate remaining fund
information of City of Dayton, as of and for the year ended June 30, 2013, and the related notes
to the financial statements, which collectively comprise City of Dayton KY's basic financial
statements and have issued our report thereon dated January 3G, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Dayton,
KY's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of City
of Dayton KY’s internal control. Accordingly, we do not express an opinion on the effectiveness
of City of Dayton, KY's internal control.

A deficiency in infernal control exists when the design or operation of a confrol doas not aliow
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,
ar defected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal conirol that is less severe than a material weakness, yet
important enough fo merit attention by those charged with governance,

Cur consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or sighificant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
rmaterial weaknesses may exist that have not been identified.




We did identify certain significant deficiencies in internal control, described in the accompanying
schedule of findings and questioned costs that we consider to be significant deficiencies (2013-.1,
2,).

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Dayton, KY’s financial
statements are free from material misstatement, we performead 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 statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards..

City of Dayton, KY’ Response to Findings

City of Dayton KY’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. City of Dayton, KY's response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results 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.

Posactt & Hosociates, OF

Erlanger, KY
January 30, 2014



City of Dayton, KY
Schedule of Findings & Responses
E.Y.E June 30, 2013

Significant Deficinecies:

20131

Condition: Lack of separation of duties in disbursements.

Criteria: Internal Controls should be in place to allow for separation of duties in receipts
and disbrusements.

Cause: Not having a control in place to separate the signor of checks from the person that
reconciles the bank statements in the accounting system.

Effect: Because of the lack of separation of duties, it would be possible for improper
recording to the financial statements without being corrected.

Recommendation: Put in place a control to separate the check signor from the bank
reconciler.

Views of responsible officials and plans of corrective actions: They simply do not have or
can they afford to hire and additional person to separate these duties.

2013-2

We noted the same condition in audit year ending June 30, 2012

Condition: Lack of controls on the number of staff that have access to payroll functions
and the property tax system on revenues.

Cause: Not having a control in place that limits access to these two systems.

Effect: Office staff in the clerk’s office could conceivably change payroll records and
property tax assessments to their own or acgquaintances.

Recommendation: Put a control in place to limit access to the above records.

View of Responsible Officials: Due to the size of the staff (3), there will be instances when
a staff member will not be on sight to complete the payroll or coliect property taxes. So,
limiting access on the personnel in the office to the payroll and tax records would be
inefficient and not cost effective.



