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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, 2015, 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 did
not audit the financial statements of The Bellevue Dayton Fire Department, which represent 2
percent of the net position of the City of Dayton. Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for The Bellevue Dayton Fire Department, is based solely on the report of the other
auditors. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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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, 2015, 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 3-9 and
25-29 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
14, 2016, 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 rssociates CPr¢

Erlanger, KY
March 14, 2016



514 Sixth Avenue « Dayton, Kentucky 41074 Phane: (859) 4311600 - Fax: (859) 491-3538

Management's Discussion and Analysls

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 Daylon for the fiscal year ended June 30, 2015,

Financial Highlights

The assets of the City of Dayton exceeded its liabilities af the close of the most recent fiscal year by $4,569,909 [net position).
Of this amount, $1,247,244 (unrestricted net position) may be used to meet the government's ongoing obligations to citizens
and creditors. The government's total net position decreased by $790,466 in 2015.

As of the close of the current fiscal year, the City of Dayton's governmental funds reported combined ending fund balances
of $3,086,140, an increase of $477,732 in comparison with the prior yedr, At the end of the curent fiscal year, unreserved
fund balance for the general fund was $2,131,778, or 69 percent of total general fund expenditures,

Overview of the Financia! Statements

This discussion and analysis is intended to serve as an introguction to the City of Dayton’s basic financial statements, The
City of Dayton's basic financial statements comprise of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3} notes to the financial statements. This report diso contdins other supplementary information in
addition to the basic financial statements themselves,

Government-wide Financlal Statements

The govermnment-wide financial statements are desighed to provide readers with a broad overview of the City of Dayton's
finances, in a monner similar to & private-sector business,

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

The statement of aclivities presents. information showing how the government's net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise 1o the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in 1his statement for some items that
will only result in cash flows in future fiscal periods (e.g.. uncollected taxes and eamed but unused vacation leave).

The governmental activities 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 Financlal Statements

A fund is a grouping of relaled accounts that is used to maintain control over resources that have been segregated for
specific activifies or objectives. The City of Dayton, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Cily of Dayton can
be classified in one category: govemmental funds,

Governmental Funds

Governmenial funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, uniike 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 at the end of the fiscal year. Such information may be useful in evaluating a govemment's near-term
financing requirements.
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
government's near-term financing decisions. Both the governmental fund balance sheet and the govermmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City of Dayton maintains six individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for
the general fund, Municipal aid and the urban renewal, which are considered fo be major funds. Data from the other five
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 statements 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 fo demonstrate compliance with this budget.

The basic govemmental fund financial statements can be found on pages 11-12 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements,

Other Information

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

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In the case of
the City of Dayton, assets exceeded liabilities by $4,569,909 at the close of the most recent fiscal year.

By far the largest portion of the City of Dayton's net position (67 percent) reflects its investment in capital assets (e.g., land,
buildings, roads, vehicles, machinery, and equipment) less any related debt used to acquire those assets that is stil
outstanding. The City of Dayton uses these capital assets to provide services to citizens; consequently, these assets are not
available 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 fo liquidate these liabilities.

Net Position

Governmental Activities

2015 2014

Current & Other Assets $ 3,996,211 $ 3,719,591
Capital Assets 3,082,996 3,313,924
Total Assets 7.079,207 7.033,515
Deferred Outflows 233,835
Total Assets and Deferred Outflows 7,313,042 7,033,515
Long-term Liabilities $ 2,502,160 $ -
Other Liabilities 75,437 98,243
Total Liabilities 2,577,597 98,243
Deferred Inflows 165,536
Total Liabilities and Deferred inflows 2,743,133 98,243
Net Position:
Invested in Capital, net

of Related Debt $ 3,082,996 $ 3.313,924
Restricted 239,669 381,788
Unrestricted 1,247,244 3,239,560
Total Net Position $ 4,569,909 $ 6,935,272




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 ($1,247,244) may be used to meet the government's ongoing
obligations to citizens and creditors.

At the end of the current 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 $790,466 during the current fiscal year. The majority of this decrease is the

result of the Losses recorded in the investment in the joint venture. The investment loss is a result of the requirement from GASB
68 to record pension liabilities for the Bellevue-Dayton Fire Department.

Changes in Net position

$ Increase
(Decrease
Revenues 2014 2015 % of Total from 2014
Program Revenues:
Charges for Services $ 379,123  $ 395,881 15% $ 16,758
Operating Grants & Contributions 186,193 181,368 7% (4,825)
Capital Grants & Contributions - -
General Revenues:
Property Taxes 1,526,278 1,634,483 61% 108,205
Payroll Tax 520,377 514,343 19% (6,034)
Insurance Tax 510,680 537,231 20% 26,551
Licenses 119,735 158,220 6% 38,485
Fines 49,036 39.998 1% (9,038)
Recreation 3,430 927 0% (2,503)
Interest 7,356 33,145 1% 25,789
Miscellaneous 191,229 158,620 6% (32,609)
Investment in Joint Venture 7,637 (1,043,874) -39% (1,051,511)
Gain {Loss) on Sale of Assets 854,318 66,147 2% (788,171)
Total Revenues $ 4,355,392 % 2,676,489 $ (1,678,903)
Expenses
General Government $ 454,254 % 410,388 15% $ (43,866)
Police 1,028,778 994,185 37% (34,593)
Fire 815,387 844,920 32% 29,533
Public Works 352,662 512,370 19% 159,708
Building Service 73,775 68,709 3% (5,066)
Waste Collection 243,892 258,799 10% 14,907
Recreation 35,232 33,301 1% (1.931)
Professional Fees 230,494 212,446 8% {18,048)
Main Street 61,261 63,960 2% 2,699
Urban Redevelopment 418,793 67,877 3% (350,916}
Total Expenses $ 3,714,528 % 3,466,955 $ (247,573)
Change in Net Position $ 640,864 $ (790,466)

Property taxes increased due to a slight increase in collections.

Operating Grants & Contributions decreased due to a large one-time grant for the Locust Street project last year.
Police expense decreased due to fewer capital expenditures and no new positions were required this year,

Losses from the joint venture comes from requirement to record pension liabilities for the Bellevue-Dayton Fire
Department.



Financial Analysis of the Government's Funds
As noted earlier, the City of Dayton uses fund accounting fo 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
of spendable resources. Such information is useful in assessing the City of Dayton's financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government's net resources 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 reported combined ending fund balances of
$3,086,140 anincrease of $477,732 in comparison with the prior year. Approximately 69 percent of this total amount ($2,131,778)
constitutes unassigned fund balance, which is available for spending at the government's discretion. The remainder of fund
badlance is reserved to indicate that it is not available for new spending because it has dlready been committed.

The general fund is the chief operating fund of the City of Dayton. At the end of the curent fiscal year, unassigned fund
balance of the general fund was $2,131,778. 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 69 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, 2015, and the amount and percentage of increases and decreases in relation to the prior year.

GOVERNMENTAL FUNDS

$ Increase
(Decrease
2014 % of Total 2015 % of Total from 2014

General Revenues:
Taxes $ 1.380,413 41.2% $ 1,467,018 42.1% $ 86,605
Licenses & Permits 1,150,792 34.4% 1,209,794 34.7% 59,002
Intergovernmental 186,193 5.6% 181,368 5.2% (4,825)
Charges for Services 379.123 11.3% 395,881 11.4% 16,758
Fines & Forfeitures 49,036 1.5% 39,998 1.1% (9,038)
Recreation 3,430 0.1% 927 0.0% (2,503)
Interest 7,356 0.2% 33,145 1.0% 25,789
Miscellaneous 191,229 57% 158,620 4.5% (32,609)
Total Revenues $ 3,347,572 $ 3,486,751 $ 139,179

Expenses

General Government $ 407,582 15.2% $ 367,717 14% $ (39.865)
Police 1,005,184 37.6% 993,154 37% (12,030)
Fire 815,387 30.5% 844,920 32% 29,533
Public Works 320,927 12.0% 504,313 19% 183,386
Building Service 73,775 2.8% 68,709 3% (5,066)
Waste Collection 243,892 9.1% 258,799 10% 14,907
Recreation 29,012 1.1% 26,281 1% (2,731)
Professional Fees 230,494 8.6% 212,446 8% (18,048}
Main Street 61,261 2.3% 63,960 2% 2,699
Urban Redevelopment 142,202 5.3% 59,678 2% (82,524)
Capital Cutlay 320,645 12.0% 35,100 1% (285,545)
Total Expenses $ 3,650,361 $ 3,435,077 $ (215,284)




+ Police expenses decreased due fo fewer capital expenditures and no new positions were required this year.
¢ Public works increased due to aincrease in road project.
« Urban Redevelopment increased due to the sale of the marina.

Capital Asset and Debt Administration
Capitat Assefs

The City of Dayton's investment in capital assets for its governmental activities as of June 30, 2015, amounts to $4,760,489, This
investment in capital assets includes land, buildings, roads, vehicles, equipment, and furniture.

Capital Assets

Governmental Activities

2015 2014
Land $ 1,465,784 $ 1,465,784
Investment in Joint Venture - 154,467
Buildings 1,029,924 1,029,924
infrastructure 1,585,077 1,570,937
Improvements 41,470 41,470
Vehicles 328,956 328,956
Equipment 231,566 210,606
Furniture & Fixtures 77,712 77,712
Total $ 4,760,489 $ 4,879,856

This year's major Additions/Deletions included:

Infrastructure $ 14,140
Equipment Additions 20,960
$ 35,100

Addifional information on the City of Dayton’s capital assets can be found in note IV on page 19 of this report.
GENERAL FUND BUDGETARY HIGHLIGHTS

City Council passed an original budget for 2014-2015, and did not revise that budget. Actual revenues were $87,434 more
than budgeted amounts. Taxes were $128,626 more than budget due to increased collections. Miscellaneous revenues
were ($160,335) less than budget primarily because some grants were originally budgeted in this revenue line item.

Actual expenditures were $466,488 less than budgeted amounts. The most significant variances were in professional
services. Professional services were $234,369 less than budget in part because the costs of the miscellaneous revenue grant
expenses were budgeted here.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The City has experienced slightly increasing revenues and rising operating costs. Personal property tax revenues, tangible
taxes, payroll taxes and occupational license taxes have all increased slightly in the past year, and the City anficipates that
frend 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 cerfain
expenditures by reducing budgeted expenditures in other areas.

The budget for infrastructure projects includes street replacement projects and urban renewal projects as the City continues
to annually invest in these areas. The City has adequate confingency funds to address any non-catastrophic unforeseen
conditions and events. The fiscal year 2016 budget provides adequate resources for the continuation of services and
programs at the present levels. Budgeted expenditures for 2016 approximate projected revenues, and the City continues to

7



monitor budget variances on an ongoing basis and to respond appropriately.
Requests for Information

This financial report is designed to 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 information should be addressed to Donna Leger at 514 Sixth Avenue, Dayton, KY 41074.

Michael Giffen

Michael Giffen
City Administrator



CITY OF DAYTON, KENTUCKY

STATEMENT OF NET POSITION
June 30, 2015

Assets
Current Assets:
Cash and Cash Equivalents
Accounts Receivable
Notes Receivable
Capital Assets:
Land
Buildings
Infrastructure
Improvements
Vehicles
Equipment
Furniture & Fixtures
Less Accumulated Depreciation
Total Assets

Deferred Outflows of Resources
Pension Contributions
for fiscal year 2015

Total Assets and Deferred Outflows of Resources

Liabilities
Current Liabilities:
Accounts Payable
Accrued Liabilities
Deposits
Noncurrent Liabilities:
Investment in Joint Venture
Net Pension Liability
Total Liabilities

Deferred Inflow of Resources
Deferred inflow of resources
related to pension

Total Liabilities and Deferred Inflow of Resources

Net Position
Invested in Capital Assets, Net of Related Debt
Restricted for:
Municipal Aid
Unrestricted
Total Net Position

$

Primary Government

Governmental

Activities Total
3,129,949 $ 3,129,949
101,723 101,723
764,539 764,539
1,465,784 1,465,784
1,029,924 1,029,924
1,585,077 1,585,077
41,470 41,470
328,956 328,956
231,566 231,566
77,712 77,712
(1,677,493) (1,677,493)
7,079,207 7,079,207
233,835 233,835
7,313,042 7.313,042
43,587 43,587
29,580 29,580
2,270 2,270
889,407 889,407
IS6II2758 15612758
2,577,597 2,577,597
165,536 165,536
2,743,133 2,743,133
3,082,996 3,082,996
239,669 239,669
1,247,244 1,247,244
$ 4,569,909 4,569,909

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, 2015

Assets
Cash and Cash Equivalents
Accounts Receivable
Notes Receivable

Total Assets

Liabilities and Fund Balances
Liabilities:
Accounts Payable
Accrued Liabilities
Deposits
Deferred Revenue
Total Liabilities

Fund Balances:
Reserved:
Municipal Aid
Unassigned, Reported in:
General Fund
Special Revenue Funds
Total Fund Balances

Total Liabilities and Fund Balances

Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmentat activities are not financial
resources and, therefore, are not reported in the funds.

Other long-term assets are not available to pay for curent-period
expenditures and therefore are deferred in the funds.

Other long-term liabilities not payable in the current period are not

expensed in the funds

Deferred outflows and inflows or resources related to pensions are applicable to future
periods and, therefore are not reportable in the funds

Net assets of governmental activities.

Other Total
General Municipal Urban Governmental Governmental
Fund Aid Renewal Funds Funds
2175421 $ 239,669 $ 619,387 $ 95472 $ 3,129,949
101,723 - - - 101,723
- - 764,539 - 764,539
2277144 $ 239,669 % 1,383,926 $ 95,472 % 3,996,211
43,421 § - $ IR 51 §$ 43,587
29,580 - - - 29,580
2,270 - - - 2,270
70,095 - 764,539 - 834,634
145,366 - 764,654 51 210,071
- 239,669 - - 239,669
2,131,778 - - - 2,131,778
- - 619,272 95,421 714,693
2,131,778 239,669 619,272 95,421 3,086,140
2277144 % 239,669 % 1,383,926 $ 95,472
3,082,996
834,634
Investment in Joint Venture (889,407)
Net Pension Liability (1.612,753)
Deferred outflow of resources 233,835
Deferred inflow of resources (165,536)

The accompanying Notes are an integral part of these financial statements

$ 4,569,909




CITY OF DAYTON, KENTUCKY

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2015

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Other Total
General Municipal Urban Governmental Governmental
Fund Aid Renewal Funds Funds
Revenvues
Taxes $ 1375626 $ - $ - $ 21,392 $ 1,467,018
Licenses and Permits 1,209,794 - - - 1,209,794
Intergovernmental 51,323 127,412 - 2,633 181,368
Charges for Services 385,166 - 10,715 - 395,881
Fines and Forfeitures 39,998 - - - 39,998
Recreation - - - 927 927
Interest 5,485 788 26,607 265 33,145
Miscellaneous 154137 - 4,483 - 158,620
Total Revenues 3,221,529 128,200 41,805 95217 3,486,751
Expenditures
Current:
General Government 367,717 - - - 367,717
Police 993,154 - - - 993,154
Fire 844,920 - - - 844,920
Public Works 278,134 226,179 - - 504,313
Building Service 68,709 - - - 68,709
Waste Collection 258,799 - - - 258,799
Recreation - - - 26,281 26,281
Professional Services 212,446 212,446
Main Street 63,960 - - - 63,960
Urban Redevelopment - - 59,678 - 59,678
Capital Outlay 8,199 14,140 - 12,761 35,100
Total Expenditures 3,096,038 240,319 59,678 39,042 3,435,077
Excess (Deficiency) of Revenues
Over (Under) Expenditures 125,491 (112,119) (17.873) 56,175 51,674
Other Financing Sources (Uses)
Transfers in 87,030 - - 34,362 121,392
Transfers Out - (30.000) - (91,392) (121,392)
Sale of Property - - 426,058 - 426,058
Total Other Financing Sources (Uses) 87.030 (30,000) 426,058 (57.,030) 426,058
Net Change in Fund Balances 212,521 (142,119) 408,185 {855) 477,732
Fund Balances - Beginning 1,919,257 381,788 211,087 98,260 2,610,392
Fund Balances - Ending $ 2131778 $ 239,669 $ 619,272 % 97,405 $ 3,088,124
The accompanying Noftes are an integral part of these financial statements
12




CITY OF DAYTON, KENTUCKY
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, 2015

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

Net change in fund balances - total governmental fund $ 477,732

Governmentai 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. This is the amount by which
capital outlays exceeded depreciation in the current period. (76,461)

The net effect of various miscellaneous transactions involvingassets {Le., sales, tradetins
donations) is to decrease net assets. (1,043,874)

Governmental funds report City pension contributions as expenditures.
However, in the statement of activites, the cost of pension benefits eamed net
of employer contributions is reported as pension expense
City pension contributions 233,835
Cost of benefits earned (203,392)

Revenues in the statement of activities that do not provide current financial
resources and therefore, 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. {178.30¢)

Change in net assets of governmental activities. $  {790,466)

The accompanying Notes are an integral part of these financial statements
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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 Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The significant accounting policies of the City are
described below.

Reporting Entity

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 most 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 government-wide financial statements, rather than as
other financing sources. Amounts paid to reduce long-term indebtedness of the City are

reported as a reduction of the related liability, 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
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.
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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 avadilable. Revenues are
considered 1o be available when they are collectible within the current period or soon
enough thereafter to pay the 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 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 all financial
resources of the general government, except for those required to be accounted for in
another fund.

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

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 amounts, and then unassigned amounts when
expenditures are incurred for purposes for which amounts in any of those
unassigned fund balance classifications could be used.

Assets, Liabilities and Equity

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits as well as short-term investments
with an initial 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.
Certificates of deposit.

Banker’s acceptances.

Commercial paper.

Bonds of other states or local governments.

Mutual funds

e
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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 after the respective tax biling date at which
time the applicable property is subject to lien and penalties and interest are assessed.

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 sheet. Short-term inter-fund loans are
classified as “inter-fund receivables/payables”.

Capital Assets

Capital assets are those assets having an initial cost of $500 or more and an estimated
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-ived assets of the City
as a whole. When purchased, such assets 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-line method in the government-wide financial statements. Depreciation is
charged as an expense against operations and accumulated depreciation is reported
on the respective balance sheet. The ranges of lives used for depreciation purposes for
each fixed asset class are as follows:

Buildings 40 years
Public Domain Infrastructure 40 years
Improvements 15 years
Vehicles 5 years
Machinery & Equipment 7 years
Furniture & Fixtures 7 years

Notes Receivable

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

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

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 to the acquisition, construction or improvement of those assets.

In the fund financial statements, government 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.

Revenues, Expenditures and Expenses

Inter-fund Transactions

Quasi-external transactions are accounted for as revenues, expenditures 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 Park
Fund Board Toial
Transters From:
General Fund $ - $ -
Municipal Aid 30,000 - 30,000
Park Tax 57,030 34,362 91,392
Total $ 87,030 $ 34,362 % 121,392

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

Management uses estimates and assumptions in preparing financial statements. These
estimates and assumpiions affect the reported amounts of assets and liabilities, the
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disclosures of contingent assets and liabilities, and the reported revenues and
expenditures. Actual results could differ from those estimates.

i - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

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

The City follows these procedures in e'stoblishing 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 to
the City Council explaining any variance from the approved budget.

5. Appropriations continue in effect until a new budget is adopted.
6. The City Council may authorize supplemental appropriations during the year.

Expenditures may not legally exceed budgeted appropriations at 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.

Il - DEPOSITS

The City maintains deposits with financial institutions insured by the Federal Deposit
Insurance Corporation (FDIC). As allowed by law, the depository bank should pledge
securities along with FDIC insurance at least equal to the amount on deposit at all times.
The City's deposits are entirely insured or collateralized at the amount of $3,129,949 with
securities held by an agent of the City in the City's name.

As of June 30, 2015 the City had cash and cash equivalents of $3,129,949.
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IV - CAPITAL ASSETS AND DEPRECIATION

Capital assets activity for the year ended June 30, 2015 was as follows:

Governmental
Land
Buildings
Infrastructure
Improvements
Vehicles
Equipment
Furniture

Subtotal
Accum Dep
Land
Buildings
Improvements
Infrastructure
Vehicles
Equipment
Furniture

Subtotal

Net Capital Assets $

Governmental activities:

Balance Balance
June 30, 2014 Additions June 30, 2015
1,465,784 $ - $ 1,465,784
1,029,924 1,029,924
1,570,937 14,140 1,585,077
41,470 41,470
328,956 - 328,956
210,606 20,960 231,566
77,712 - 77,712
4,725,389 35,100 4,760,489
(815,921) (8,248) (824,170)
(317,430) (49,968) (367,398)
(20,451) (2,765) (23,215)
(221,596) (25,030) (246,626)
(118,685) (23,891) (142,576)
(71,848) (1,659) (73,508)
(1,565,932) (111,561) " (1,677,493)
3,159,457 $ 3,082,995
Depreciation was charged to functions as follows:
$

General Government

Police
Public Works
Recreation

Total Government activities depreciation expense

$ 111,561



V - CLAIMS AND JUDGMENTS

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed
claims including amounts already collected, may constitute a liability 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 obtained by request from
Kentucky Retirement Systems, 12460 Louisville Road, Frankfort, Kentucky 40601.

Plan Description - CERS is a cost-sharing multiple-employer defined benefit pension plan
that covers substantially all regular full-time members employed in positions of each
county and school board, and any additional eligible tocal agencies electing to
participate in the System. The plan provides for retirement, disability, and death benefits
to plan members.  Retirement benefits 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, 2014, plan members were
required to contribute 5% of their annual creditable compensation. Participating
employers were required to contribute at an actuarially determined rate. Per Kentucky
Revised Statute Section 61.565(3), normal contribution and past service contribution rates
shall be determined by the Board on 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 contribution rates are necessary to satisfy
requirements determined in accordance with actuarial bases adopted by the Board.
For the year ended June 30, 2014, participating employers contributed 19.55% of each
employee's creditable compensation. The actuarially determined rate set by the Board
for the year ended June 30,2013 was 19.55% of creditable compensation.
Administrative costs of Kentucky Retirement System are financed through employer
contributions and investment earnings.

Hazardous Contributions — For the year ended June 30, 2014, plan members were
required to contribute 8% of their annual creditable compensation. The state was
required to contribute at an actuarially determined rate. Per Kentucky Revised Statute
Section 61.565(3), normal contribution and past service contribution rates shall be
determined by the Board on 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 contribution rates are necessary to satisfy requirements
determined in accordance with actuarial bases adopted by the Board.
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For the year ended June 30, 2014, participating employers contributed 37.60% of each
employee's creditable compensation. The actuarially determined rate set by the Board
for the year ended June 30, 2014 was 37.60% of creditable compensation.
Administrative costs of KRS are financed through employer contributions and investment
earnings.

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

Actual
Required Percentage
Year Contribution Contributed

2015 $ 233835 100%
2014 $ 235889 100%
2013 $ 249,577 100%

Membership in CERS consisted of the following in June 30, 2014

Non-Hazardous Hazardous Total

Retirees and beneficiaries currently receiving benfits 46,112 6,006 52,118
Inactive members 70,231 2,038 72,269
Active plan members 82,494 9,189 91,683
198,837 17,233 216,070

Number of participating employers 1,137

CERS issues a stand-alone financial report, which may be obtained from Kentucky
Retirement System, 1260 Louisville Road, Frankfort Kentucky, 40601

At June 30, 2015, the city reported a liability of $1,612,753 its proportionate share of the
net pension liability. The net pension liability was measured as of June 30, 2014, and the
total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of that date. The City's proportion of the net pension liability was
based on a projection of the City's long-term share of contributions to the pension plan
relative to the projected contributions of all participating entities, actuarially determined.
At June 30, 2014, the City's employer allocation proportion was 0.090793% of the total
CERS hazardous duty employees. For the year ended June 30, 2015, the City recognized
pension expense of $203,392. At June 30, 2015, the City reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following
sources:

Deferred Outflow Deferred Inflow
of resources of Resources
Net difference between projected and )
actual earnings on plan investments $ - $ 165,536
City contributions subsequent to the
measurement date 233,835 -
$ 233,835 $ 165,536
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The $233,835 of deferred outflows of resources resulting from the City's contributions
subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending June 30, 2016. Other amounts reported as deferred
outflows of resources and deferred inflows of resources will be recognized in pension
expense as follows:

Fiscal Year Ending Net
June 30, Deferral
2016 - 3 41,384
2017 41,384
2018 41,384
2019 41,384
$ 165,536

Actuarial Assumptions

The total pension liability in the June 30, 2014 actuarial valuation was determined using
the following actuarial assumptions, applied to all periods included in the measurement:

Valuation Date June 30, 2014

Experience Study July 1, 2005-June 30, 2008

Actuarial Cost Method Entry age Normal

Amortization Method Level percentage of payroll, closed
Remaining Amortization Period 30 years

Asset Valuation Method 5-year smoothed market

Inflation 3.5%

Salary Increase 4.5%, average, including inflation
Investment Rate of Return 7.75%, net of pension plan expense, incl. inf

Mortality rates were based on the 1983 Group Annuity Mortality Table for all retired
members and the beneficiaries as of June 30, 2006 and the 1994 Group Annuity Mortality
Table for all other members. The Group Annuity Mortality Table set forward five years is
used for the period after disability retirement.

The long-term expected return on plan assets is reviewed as part of the regular
experience studies prepared every five years for CERS. The most recent analysis,
performed for the period covering fiscal years 2005 through 2008, is outlined in a report
dated August 25, 2009. Several factors are considered in evaluating the long-term rate of
return assumption including long term historical data, estimates inherent in current
market data, and a log- normal distribution analysis in which best-estimate ranges of
expected future real rates of return (expected return, net of investment expense, and
inflation) were developed by the investment consultant for each major asset class. These
ranges were combined to produce the long-term expected rate of return by weighing
the expected future real rates of return by the target asset allocation percentage and
then adding expected inflation. The capital market assumptions developed by the
investment consultant are intended for use over a 10-year horizon and may not be useful
in setting the long-term rate of return for funding pension plans which covers a longer
timeframe. The assumption is intended to be a long term assumption and is not expected
to change absent a significant change in the asset allocation, a change in the inflation
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assumption, or a fundamental change in the market that alters expected returns in the
future years.

The target allocation and best estimates of arithmetic real rates of return for each major
asset class are summarized in the following table:

CERS Hazardous
& Non-Hazardous Estimated
Target Target Rate

Asset Class Allocation of Return
US Equity 20.0% 10.1%
Non US Equity 20.0% 9.8%
Emerging Market Equity 4.0% 6.1%
Fixed Income 19.0% 4.2%
Real Return 10.0% 2.2%
Real Estate 5.0% 11.3%
Absolute Return 10.0% 5.4%
Private Equity 10.0% 14.0%
Cash Equivalents 2.0% 0.0%

Total 100.0%

Weighted Average
7.75%

Discount Rate

The discount rate used to measure the total pension liability was 7.75%. The projection of
cash flows used to determine the discount rate assumed that contributions from plan
members and employers will be made at statutory contribution rates. Projected inflows
from investment earning were calculated using the long-term assumed investment return
pf the 7.75%. The long-term assumed investment rate of return was applied to all periods
of projected of benefit payments to determine the total pension liability. The Schedule of
Deferred Inflows and Outflows, and Pension Expense include only certain categories of
deferred outflows of resources and deferred inflows of resources. These include
differences between expected and actual experience, changes of assumptions and
differences between projected and actual earnings on plan investments. The Schedule
does not include deferred outflows/inflows of resources for changes in the employer's
proportionate share of contributions or employer contributions made subsequent o the
measurement date. The net pension liability as of June 30, 2014, is based on the June 30,
2014, actuarial valuation for the first year of implementation. As a result, there are no
differences between expected and actual experience of changes in assumptions
subject to amortization. Deferred outflows and inflows related to differences between
projected and actual earning on plan investments are netted and amortized over a
closed 5 year period.

Plan Fiduciary Net Position
The plan issues a publicly available financial report that includes financial statements
and required supplementary information, and detailed information about the Plan’s
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fiduciary net position. The report may be obtained in writing from the County Employee
Retirement System, 1260 Louisville Road, Perimeter Park West, Frankfort, Kentucky, 40601.

VIl = CONTINGENT LIABILITIES

The City, due to its relationship with the Bellevue/Dayton Fire Department, has a
probable liability in a future period 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
indirectly based on its contractual relationship with the fire department. The City
estimates its Liability to range between $85,000 and $150,000 which is 50% of the fire
departments estimated liability. The city includes in that range $6,600 for the payment to
fire fighters that worked directly for the city before the Department was formed. The city
has also recorded a liability for its share of the pension liability recorded by the
Bellevue/Dayton Fire Department based on the requirements of GASB 68. This liability is
recorded on the Statement of Net Position and represents 50% of the Net Position of the
fire department. The amount for June 30 2015 is $889,407.

VIl = RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees, and natural disasters.
The City has obtained insurance coverage through a commercial insurance company.
In addition, the City has effectively managed risk through various employee education
and prevention programs through the efforts and cooperation of its risk manager and
department heads. All general liability risk management activities are accounted for in
the General Fund. Expenditures and claims are recognized when probable that a loss
has occurred and the amount of loss can be reasonably estimated.

IX - COMMITMENTS

The City is committed under a contract with the Fire Department of Bellevue-Dayton,
LL.C. for fre and EMS services. The agreement expires June 1, 2021 unless the cities
choose to extend the agreement. Each year the City is required to make a payment,
determined on a yearly basis, to cover operating expenses. The required payment for
fiscal year 2016 will be approximately $730,000.

X-RESTATEMENT/PRIOR PERIOD ADJUSTMENT

As of June 30, 2015, the city is required, by Governmental Accounting Standards Board
Statement No. 68 to display its proportionate share of the unfunded liability of the
Kentucky Retirement System’s County Employee Retirement System (CERS), a cost
sharing multiple employer plan, in which the city is a participant. Due to this requirement,
the 2014 Statement of Net Position above was restated by ($1,574,897) to include the
beginning balance of the net pension liability at June 30, 2014.

X ~ SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 14, 2016, 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 Year Ended June 30, 2015

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

Variance with

Final Budget -
Budgeted Amountis Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ 1,247,000 $ 1,247,000 $ 1,375626 $ 128,626
Licenses and Permits 1,088,400 1,088,400 1,209,794 121,394
Intergovernmental 64,473 64,473 51,323 (13.150)
Charges for Services 373,250 373,250 385,166 11,916
Fines and Forfeitures 42,500 42,500 39.998 (2,502)
Interest 4,000 4,000 5,485 1,485
Miscellaneous 314,472 314,472 154,137 (160,335)
Total Revenues 3,134,095 3,134,095 3,221,529 87,434
Expenditures
Current:
General Government 432,305 432,305 367,717 64,588
Police 1,071,758 1,071,758 993,154 78,604
Fire 856,228 856,228 844,920 11,308
Public Works 340,743 340,743 278,134 62,609
Building Service 81.997 81,997 68,709 13,288
Waste Collection 240,000 240,000 258,799 (18,799)
Professional Services 446,815 446,815 212,446 234,369
Main Street 77,180 77.180 63,960 13,220
Debt Service:
Principal - - - -
Interest - - - -
Capital Outlay 15,500 15,500 8,199 7.301
Total Expenditures 3,562,526 3,562,526 3,096,038 466,488
Excess (Deficiency) of Revenues
Over (Under) Expenditures (428,431) (428,431) 125,491 553,922
Other Financing Sources (Uses)
Transfers In 87,030 87,030 87,030 -
Transfers Out - - - -
Sale of Property - - - -
Total Other Financing Sources (Uses) 87,030 87,030 87,030 -
Net Change in Fund Balances (341,401) (341,401) 212,521 553,922
Fund Balances - Beginning 1,919,257 1,919,257 1,919,257 -

Fund Balances - Ending

$ 1.577.85 $ 157785 $ 2,131,778 $ 553,922




( 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, 2015

Variance with

{ Final Budget -
(- Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
(
(. Revenves
Intergovernmental $ 140,000 $ 140,000 $ 127,412 % (12,588)
( Interest 700 700 788 88
| Total Revenues 140,700 140,700 128,200 (12,500)
|
L Expenditures
T Current:
» Public Works 482,121 482,121 226,179 255,942
- Capital Outlay - - 14,140 (14,140)
o Total Expenditures 482,121 482,121 240,319 241,802
L Excess (Deficiency) of Revenues
Lo Over (Under) Expenditures (341,421) (341,421} {112,119) 229,302
(
' Other Financing Sources (Uses)
{1 Transfers Out (30,000) (30,000} (30,000} -
ooy Total Other Financing Sources (Uses) {30,000) {30,000) (30,000) -
( Net Change in Fund Balances {371,421) (371,421) (142,119) 229,302
.
L Fund Balances - Beginning - - 381,788 381,788
.
(o Fund Balances - Ending $ (371.421) $  (371,421) $ 239,669 % 611,090
{
[
(
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CITY OF DAYTON, KENTUCKY
URBAN RENEWAL FUND

BUDGET AND ACTUAL
For the Year Ended June 30, 2015

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

Revenves
Intergovernmental
Charges for Services
Interest
Miscellaneous

Total Revenvues

Expenditures
Current:
Urban Redevelopment
Capital Outlay
Total Expenditures

Variance with

Excess (Deficiency) of Revenues

Over (Under) Expenditures

Other Financing Sources (Uses)

Sale of Property
Total Other Financing Sources

Net Change in Fund Balances
Fund Balances - Beginning

Fund Balances - Ending

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts {(Negative)
$ - $ - % - -
12,600 12,600 10,715 (1,885)
1,500 1,500 26,607 25,107
- - 4,483 4,483
14,100 14,100 41,805 27,705
10,000 10,000 59,678 (49,678)
140,000 140,000 - 140,000
150,000 150,000 59,678 90,322
(135,9200) . (135,900) (17.873) 118,027
450,000 450,000 426,058 (23,942)
(Uses) 450,000 450,000 426,058 (23,942)
314,100 314,100 408,185 94,085
467,500 467,500 211,087 (256,413)
$ 781,600 $ 781,600 $ 619,272 (162,328)
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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, 2015

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenvues
Recreation Revenues $ 4000 $ 4000 $ 927 % (3,073)
Intergovernmental Revenues - - 2,633 2,633
Interest 175 175 265 90
Miscellaneous - - - -
Total Revenues 4,175 4,175 3,825 (350)
Expenditures
Current:
Recreation 42,200 42,200 26,281 15919
Debt Service - - - -
Capital Outlay - - 12,761 (12,761)
Total Expenditures 42,200 42,200 39,042 3,158
Excess (Deficiency) of Revenues

Over (Under) Expenditures (38,025) (38,025) (35,217) 2,808
Other Financing Sources (Uses)

Transfers In . 34,362 34,362 34,362 -

Transfers Out - - - -
Total Other Financing Sources (Uses) 34,362 34,362 34,362 -
Net Change in Fund Balances (3,663) (3,663) (855) 2,808
Fund Balances - Beginning 73,400 73,400 96,276 22,876

Fund Balances - Ending $ 69737 $ 69737 $ 95421 % 25,684
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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, 2015

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negdtive)
Revenvues
Park Tax $ 99,326 99326 $ 91392 $ (7,934)
Total Revenues 99,326 99,326 91,392 (7,934)
Other Financing Sources (Uses)
Transfers Out (99.326) (99.326) (91,392) 7,934
Total Other Financing Sources (Uses) (99,326) (99.326) (91,392) 7.934

Net Change in Fund Balances - - - -

Fund Balances - Beginning - - - -

Fund Balances - Ending $ -3 - $ - $
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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 IN 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, 2015, 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 March 14, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Dayton,
KY’s internal contro! 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 internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements wili not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our 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 significant 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,
material weaknesses may exist that have not been identified.
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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 (2015-.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 performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial 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.

Focoett & rfssociates, CPH

Erlanger, KY
March 14, 2016
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City of Dayton, KY
Schedule of Findings & Responses
F.Y.E June 30, 2014

Significant Deficinecies:

2015-1

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.

2014-2

Condition: Lack of controls on the number of staff that have access to 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 property tax
assessments to their own or acquaintances.

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 collect property taxes. So,
limiting access on the personnel in the office to the tax records would be inefficient and
not cost effective.
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