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RANKIN, RankIN & CoMPANY 8 Lookout Corporate Center M Tel. 859/331-5000

Certified Public Accountarits 1717 Dixie Highway, Suite 600
Ft. Wright, Kentucky 41011

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Council
City of Ft. Thomas, Kentucky

We have audited the accompanying financial statements of the City of Ft. Thomas,
Kentucky, as of June 30, 2007, and for the year then ended, as listed in the table of
contents. These basic financial statements are the responsibility of the City of Ft.
Thomas, Kentucky’s management. Our responsibility is to express an opinion on these
basic 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 of material misstatement.
An audit includes examining, -on a test basis, evidence supporting the amounts and
.disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material re-
spects, the financial position of the City of Ft. Thomas, Kentucky, as of June 30, 2007,
and the results of its operations and cash flows of its business-type funds for the year
then ended, in conformity with accounting principles generally accepted in the United
States of America.

The Management's Discussion and Analysis is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied limited procedures, which consisted of inquiries of
management regarding the methods of measurement and presentation of the
supplementary information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements taken as a whole. The required supplementary information listed in the
accompanying table of contents are presented for purposes of additional analysis and
are not a required part of the basic financial statements of the City of Ft. Thomas,
Kentucky. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.
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in accordance with Government Auditing Standards, we have also issued a report dated
January 28, 2008 on our consideration of the City of Ft. Thomas, Kentucky’s internal
control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

RANKIN, RANKIN, & COMPANY

/é ot Lot & Copon

Ft. Wright, Kentucky
January 28, 2008
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"Founded in 1867"

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of City of Ft. Thomas, Kentucky's financial performance provides
an overview of the City’s financial activities for the fiscal year ended June 30, 2007. Please
read it in conjunction with the City’s basic financial statements, which begin on page 13.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets
and the Statement of Activities (on pages 13 and 14) provide information about the activities of
the City as a whole and present a longer-term view of the City’s finances. Fund financial
statements start on page 15. For governmental activities, these statements tell how these
services were financed in the short term as well as what remains for future spending. Fund
financial statements also report the City’s operations in more detail than the government-wide
statements by providing information about the City’s most financially significant funds.

Reporting the City as a Whole

Financial Highlights

The assets of the City exceeded its liabilities at the close of the most recent year by
$16,482,618 (net assets).

As of the close of the current fiscal year, the City’s governmental funds reported a combined
ending fund balance of $9,152,225. This total represents an increase of $666,494 in
comparison to the prior fiscal year. The increase was primarily attributable to greater than
expected revenue increases and the under spending of line-item appropriations by a number of
city departments.

At the end of the current fiscal year, total fund balance for the general fund was $6,462,710 or
81% of total general fund expenditures.

The Statement of Net Assets and the Statement of Activities

One of the most important questions asked about the City's finances is “Is the City as a whole
better off or worse off as a result of the year’s activities?” The Statement of Net Assets and the
Statement of Activities report information about the City as a whole and about its activities in a
way that helps answer this question. These statements include all assets and liabilities using



the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. Accrual of the current year's revenues and expenses are taken into account

regardless of when cash is received or paid.

These two statements report the City's net assets and changes in them. You can think of the
City’s net assets, the difference between assets, what the citizens own, and liabilities, what the
citizens owe, as one way to measure the City's financial health, or financial position. Over time,
increases or decreases in the City's net assets are one indicator of whether its financial health is
improving or deteriorating. You will need to consider other nonfinancial factors, however, such
as changes in the City's property tax base, income tax base, and the condition of the City’s
capital assets (roads, buildings, equipment and sidewalks) to assess the overall health of the

City.

in the Statement of Net assets and the Statement of Activities, the City’s activities are reported
and defined as Governmental Activities as follows:

e Governmental Activities: all of the City’s basic services are reported here, including
the police, fire, street maintenance, parks and recreation, and general administration.
Income taxes, property taxes, and state and federal grants finance most of these
activities.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements begin on page 15 and provide detailed information about the most
significant City funds (not the City as a whole). Some funds are required to be established by
State law. However, the City Council establishes many other funds to help it control and
manage money for particular purposes (Ex. Tower Park Fund) or to show that it is meeting legal
responsibilities for grant funds (Ex. KDOT/Public Works Grant Fund).

Governmental funds: The City’s basic services are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund statements provide a detailed short-term view of the
City’s general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City’s programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds in a reconciliation beside the fund financial
statements.

THE CITY AS A WHOLE

For the years ended June 30, 2007 and 2006, net assets changed as follows:



June 30, 2007

Governmental
Activities
Beginning net assets $ 15,349,811
Increase({decrease) in net assets 1,132,807
Ending net assets $ 16,482 618
June 30, 2008
Governmenfal
Activities
Beginning net assets $ 14,278,408
Increase(decrease) in net assets 1,071,403
Ending net assets $ 15,349,811

These totals reflect an increase of 7.38% for governmental activities due to general revenues
exceeding governmental operating expenses including depreciation expense.

Governmental Activities

To aid in the understanding of the Statement of Activities some additional explanation is given.
Of particular interest is the format that is significantly different than a typical Statement of
Revenues, Expense, and Changes in Fund Balance. You will notice that expenses are listed in
the first column with revenues from that particular program reported to the right. The resultis a
net (expense)/revenue. The reason for this kind of format is to highlight the relative financial
burden of each of the functions on the City’s taxpayers.

2007 Governmental Activities Revenues

B Charges for Services
$1,623,5621

M Intergovernmental
$453,490

0 Taxes $3,705,228

A Licenses & Permits
$4,398,541

il Interest $428,719

B Miscellaneous $111,987




2007 Governmental Activities Expenses

& General Governmenﬁ
$1,073,233

6% 1° 1% B Police $2,635,486

1% A 1, | OIFiTe $2,286,513

1 General Services
$2,955,986

B Recreation $561,258

B Interest $76,203

THE CITY’S FUNDS

The fund statements present the City’s financial information in a more detailed format. Fund
statements provide important information about the City’s local government environment. The
measurement principles in the governmental fund statements are also different than the
government-wide statements. Fund statements focus on the current and short-term resources,
while the government-wide statements present the long-term view.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the City Council revised the budget one time. The budget
amendment was to increase revenues and expenditures to more closely reflect the anticipated
actual revenues and expenditures for the year.

The Fiscal year 2006-2007 budget relied on the anticipation of moderate increases in property
and payroll taxes and licenses and fees. Actual revenue categories exceeded budgeted
amounts by $484,229. In addition, actual expenditures were below budgeted appropriations, by
$374.408, adding to the increased year end surplus and reflecting favorably on efforts by the
management staff to control expenditures.

The following schedule presents a summary of general, special revenue, debt service and
capital projects revenues and expenditures for the fiscal year ended June 30, 2007, and the
amount and percentage of increases and decreases in relation to the prior year.



2007 Revenues by Source

40%

Revenues
Taxes
Licenses and permis
Intergovernmental
Charges for services
Fines and forfeitures
Interest
Rental
Special assessments
Miscellaneous

Total revenues

$

FYE 2007
Amount

3,701,118
4,398,541
453,490
1,283,079
57,316
428,719
163,495
119,632
111,987

N ———————

10,717,377

@ Taxes $3,701,118

B Licenses and Permits
$4,398,541

1 Intergovernmental
$453,490

[l Charges for Services
$1,283,079

A Interest $428,719
g3 Rental $163,495

W Special Assessments
$119,632

B Miscellaneous
$111,987

W Fines and Forfeitures
$57,316

Percent
of
Total

3453%  $

41.04%
423%

11.97%
0.53%
4.00%
1.53%
1.12%
1.05%

100.00% . §

increase Percent

(Decrease) Increase
From FYE 2008 {Decrease)
178,638 5.07%
212,649 5.08%
(62,303) -10.34%
753,062 142.08%
1,220 217%
109,619 34.35%
5,367 3.39%
8,734 7.88%
(36,164) -24.41%

1,180,822



The increase in taxes is primarily due to the increase in property taxes and payroll taxes.

The increase in licenses and permits is the result of healthy growth in revenue from insurance
premium license fees. Revenue from this source is difficult to predict, and as such, can fluctuate

widely from year to year.

The miscellaneous revenue increase is primarily due to the sale of city-owned assets previously
discussed in this report.

2007 Expenditures by Function

i
B General Government |
$1,014,861

R Police $2,555,915

5% 9% OFire $2,152,289

General Services
$2,511,981

M Recreation $531,830

@ Capital Outlay
$1,502,329

R Debt service $531,678

Percent Increase Percent
FYE 2007 of (Decrease) Increase
Expenditures Amount Total From FYE 2008 (Decrease)
General govemment $ 1,014,861 9040% $ (34,341) -3.38%
Police 2,655,915 23.66% 145,604 5.70%
Fire 2,152,289 19.93% 184,996 8.60%
General services 2,511,981 23.26% 687,165 27.36%
Recreation 531,830 4.92% (14,772) 2.78%
Captial outlay 1,602,329 13.91% 230,393 15.34%
Debt service 531,678 4.92% 89,339 16.80%
Total expenditures $ 10,800,883 100.00% $ 1,288,384

Police had noticeable increases, exceeding the consumer price index, in the categories of
workers compensation insurance, required state pension contributions, fuel expense and
vehicle/general liability insurance expense. Lower increases were realized in health insurance
and consumable supplies due to aggressive bidding and purchasing efforts.

10



DEBT AND CAPITAL ASSET ADMINISTRATION

Debt

At year-end, the City had $2,649,695 in outstanding notes and capital leases compared to
$2,355,170 last year. That is an increase of 12.5 percent as shown in the following table.

Governmental
Acti vities
2207 2006

General Obligation Bonds  § 910,000 $ 1,135,000
Notes (backed

by fee revenues) 223,313 334,970
Capitallease and

general obligations

(backed by dity) 1,516,382 885,200
Totds $§ 2649695 3

The increase in City debt is the result of a ten year, $750,000 capital lease agreement entered
into on January 8, 2007. The lease proceeds were used to complete the CBD Fund Towne
Center Project.

Capital Assets
At the end of June 30, 2007, the City had $19,304,180 million invested in capital assets
including police and fire equipment, buildings, park facilities, roads and sidewalks. This

represents a net increase of about $1,434,551 million, or 8.0 percent, over last year.

This year's major additions included:

Streets paid for with State grant and Public Works/KDOT funds $ 170,787
Central Business District Towne Center Project 587,486
Capital Improvements Holiday Lane 199,454

The purchase of technical equipment, office equipment, city vehicles
and building remodeling paid for by General Fund revenues. 223,190
$ 1,180,917

NON-GENERAL FUND BUDGETARY HIGHLIGHTS

Significant activity in funds other than the City’'s General Fund includes Special Revenue (Public
Works/KDOT Fund and Central Business District Fund), Capital Projects (Tower Park Fund)
and Other Governmental Funds (Cable TV and Debt Service). These funds account for the
majority of non-operating activity including, but not limited to, capital infrastructure projects,
special projects, debt repayment and activity that must be segregated from the General Fund.

The Public Works/KDOT Special Revenue Fund included total expenditures of $660,385,
primarily representing infrastructure reinvestment such as street resurfacing, curb repair and

11



sidewalk rehabilitation. The Capital Projects/Tower Park Fund represents activity from
revenues restricted by city ordinance, earmarked for recreation and similar community projects
and authorized by Council. In FY 2007 this fund incurred total expenditures of $42,986, utilizing
corresponding revenue and carry over funds from prior fiscal years. Significant activity under the
Central Business District Fund included operating and capital expenditures associated with
efforts to enhance business districts within the city. The primary source of revenue in this fund
includes a portion of the city's occupational license fee (.25%), which totaled $443,840.
Significant expenditures in this fund include capital construction activity involving streetscape
improvements, and operating expenditures associated with business district revitalization
programs and services. Overall activity in this fund should continue in future fiscal periods as
the city focuses upon business district revitalization efforts throughout the community.

Activity within the Debt Service Fund included total expenditures of $420,021, representing
repayment of borrowed funds associated with the CBD revitalization, purchase of a soccer
facility, a gateway park and soccer facility.

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGET

In summary, the fiscal year 2007 budget proved adequate to continue the delivery of high
quality public services in a manner consistent with previous levels. This audit report affirms
strong overall financial performance for the City during this fiscal period with unanticipated
growth in major revenue sources and aggressive control and management of operating
expenditures. The current fiscal year 2008 operating budget is tight in terms revenue forecasts
and expenditure projections, providing limited flexibility to address unanticipated needs and
activities that may occur. However, the city's conservative fiscal practice of maintaining
adequate reserves (both restricted and unrestricted) that would be available to address
emergencies has been continued, and in fact improved during the last year. Discretionary
funds, while limited, are appropriated to reflect clear policy initiatives approved by council
including central business district (CBD) revitalization, infrastructure reinvestment and retention
of a quality municipal workforce.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the City’s finances and to show the City’s accountability for the money it

receives. If you have questions about this report or need additional financial information,
contact the City Administrator's Office at 130 N. Ft. Thomas, Ft. Thomas, Kentucky.

12



BASIC FINANCIAL STATEMENTS




CITY OF FT. THOMAS, KENTUCKY

Statement of Net Assels
June 30, 2007 ; .
Primary
Government
Governmental
Activities
ASSETS
Cash and cash equivalents 3 8,525,299
Receivables:
Taxes 80,572
Governmental units 40,525
Assessments 113,424
Accounts 1,195,864
Accrued interest 24,398
Prepaids 49,816
Capital assets not being depreciated 1,965,412
Capital assets, net of accumulated depreciation 8,133,358
Total assets 20,128,668
LIABILITIES
Accounts payable $ 590,327
Accrued liabilities 141,118
Deferred revenue 14,449
Noncurrent liabilities:
Compensated absences 250,461
Due within one year 490,034
Due in more than one year 2,159,661
Totai liabilities 3,646,050
NET ASSETS
Invested in capital assets, net of related debt 7,672,388
Restricted for:
Debt service 31,438
Unrestricted 8,778,792
Total net assets $ 16,482,618

The notes to the financial statements are an integral part of this statement.

13
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CITY OF FT. THOMAS, KENTUCKY
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2007

Public Central Other Total
Works/ Business Tower Governmental Governmental
General KDOT District Park Funds Funds
ASSETS
Cash and cash equivalents $ 5857863 §% 19,900 $ 972,331 980,245 $ 694,960 $ 8,525,299
Receivables:
Taxes 76,575 3,997 - - - 80,572
Governmental units 7,618 32,906 - - - 40,525
Assessments - 100,947 12,477 - - 113,424
Accounts 1,182,129 - - - 13,735 1,195,864
Accrued interest 24,398 - - - - 24,398
Prepaids - S = S S -
Due from other funds 57,460 154,558 86,640 - - 298,658
Total assets $ 7206044 3 312,308 $ 1,071,448 980,245 $ 708695 $ 10,278,740
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 313211 % 36,846 $ 160,568 18460 $ 61242 $ 590,327
Accrued liabilities 138,987 - 2,131 - - 141,118
Deferred revenue 54,496 21,645 11,750 - 8,521 96,412
Due to other funds 236,640 - 4,558 - 57,460 298,658
Total liabilities 743,334 58,491 179,007 18,460 127,223 1,126,515
Fund balances:
Reserved for prepaids -
Unreserved, reported in:
General fund 6,462,710 - - - - 6,462,710
Special revenue funds - 253,817 892,441 - 550,034 1,696,292
Debt service - - - - 31,438 31,438
Capital projects funds - - - 961,785 - 961,785
Total fund balances 6,462,710 253,817 892,441 961,785 581,472 9,152,225
Total liabilities and fund balances $ 7206044 $ 312,308 $ 1,071,448 980,245 $ 708,695 $ 10,278,740
Total governmental fund balances 3 9,152,225
Amounts reported for governmental activities in the statement of net
assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds,
net of accumulated depreciation of $9,205,410 10,098,770
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds. 81,963
Costs of issuance of debt, including discounts and premiums, are expensed currently -
for government funds and are carried as deferred revenue in the statement of net assets 49,816
Long-term liabilities, including notes payable, are not due and payable
in current period and therfore are not reported in the funds:
Accrued absences payable (250,461)
Notes and leases payable (2,649,695)
Net assets of governmental activities $ 16,482,618

The notes to the financial statements are an integral part of this statement.
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CITY OF FT. THOMAS, KENTUCKY

Y

STATEMENT OF RE VENUES EXPENDITURE§ AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2007 e

REVENUES

Taxes $

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest

Rental

Special assessments
Miscellaneous

Total revenues

EXPENDITURES
Current;
General government
Police
Fire
General services
Recreation
Capital outlay
Debt service:
Principal
Interest

Total expenditures

Excess(deficiency) of revenues
over(under) expenditures

OTHER FINANCING SOURCES(USES)
Capital lease proceeds
Transfers in
Transfers out
Total other financing

sources and uses
Net change in fund balances
Fund balances - beginning
Fund balances - ending $

Public Central Other Total
Works/ Business Tower Governmental Governmental
General KDOT District Park Funds Funds

3,701,118 § - 3 c $ & $ - $ 3,701,118
4,296,399 75,171 - - 23,971 4,398,541
188,428 265,062 - - - 453,490
555,839 - - - 727,240 1,283,079
57,316 - - - - 57,316
321,099 16,117 36,503 32,000 23,000 428,719
97,725 - 65,770 - - 163,495

- 116,425 3,207 - - 119,632
95,050 - 16,017 920 - 111,087
9,315,974 472,775 121,497 32,920 774,211 10,717,377
961,794 - 51,663 - 1,404 1,014,861
2,555,915 - - - - 2,555,915
2,152,289 - - - - 2,152,289
1,622,343 22,357 122,127 8,646 736,508 2,511,881
531,830 - - - - 531,830
187,772 638,028 642,189 34,340 - 1,502,329

- - - - 455,475 455 475

- - - - 76,203 76,203
8,011,943 660,385 815,979 42,986 1,269,590 10,800,883
1,304,031 (187,610) (694,482) (10,066) (495,379) (83,506)
- - 750,000 - - 750,000
60,600 - 443,840 - 419,895 924,335
(459,510) (114,715) (337,809) (12,301) - (924,335)
(398,910) (114,715) 856,031 (12,301) 419,895 750,000
905,121 (302,325) 161,549 (22,367) (75,484) 666,494

5,557,589 556,142 730,892 984,152 656,956 8,485,731
253,817 $ 892,441 $ 961,785 $ 581,472 $ 9,152 225

6,462,710 $

The notes to the financial statements are an integral part of this statement.
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CITY OF FT. THOMAS, KENTUCKY
RECONCILIATION OF THE STATEMENT OF REVE’NUES EXPEND!TURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2007

Net change in fund balances-total governmental funds 3 666,494

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation expense:

Capital asset purchases capitalized 1,502,327
Depreciation expense (727,164)
The effect of disposition of capital assets is a decrease to net assets (10,282)

Proceeds from capital leases are an other financing
source in the funds, but a debt issue increases long-term liabilities in the
statement of net assets. (736,395)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds. ' 4,110

Government funds report the effect of issuance costs, premiums,
discounts and similar items when the debt is first issued, whereas these
amounts are deferred and amortized in the statement of activities. (6,740)

Repayment of note and lease principal is an expenditure in

the governmental funds, but the repayment reduces long-term lia-

bilities in the statement of net assets. This is the amount

of debt principal payments. 455,475

Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported

as expenditures in governmental funds. (15,018)
Change in net assets of governmental activities $ 1,132,807

The notes to the financial statements are an integral part of this statement.
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CITY OF FT. THOMAS, KENTUCKY
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUND
June 30, 2007 '

ASSETS

Cash and cash equivalents
Investments

Accrued interest receivable

Total assets

LIABILITIES
Accounts payable

Total liabilities

NET ASSETS
Held in trust for pension benefits

Total net assets

Police and
Firemen's
Pension Plan

3 215,695
178,916
471

394,082

1,032

1,032

393,950

$ 393,950

The notes to the financial statements are an integral part of this statement.
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CITY OF FT. THOMAS, KENTUCKY .
STATEMENT OF CHANGES IN qucmnv NErAssersa

FIDUCIARY FUND ; 5
For the Year Ended June 30, 2007

Police and
Firemen's
Pension Plan
ADDITIONS
Investment earnings:
interest and dividends 3 14,525
Net increase(decrease) in the fair value
of investments 21,305
Total investment earnings 35,830
Miscellaneous 1,123
Total additions 36,953
DEDUCTIONS
Benefits 80,177
Administrative expense 2,764
Total deductions 82,941
CHANGE IN NET ASSETS (45,988)
NET ASSETS-BEGINNING OF YEAR , 439,938
NET ASSETS END OF YEAR 3 393,950

The notes fo the financial statements are an integral part of this statement.
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CITY OF FT. THOMAS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Ft. Thomas, Kentucky, have been prepared in con-
formity 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 ac-
counting policies of the City are described below.

Financial Reporting Entity

The City of Ft. Thomas is a municipality governed by a mayor and six-member council. As re-
quired by generally accepted accounting principles, these financial statements present the gov-
ernment and its component unit entities for which the government is considered to be financially
accountable. The criteria for including organizations as component units within the City’s re-
porting entity, as set forth in Section 2100 of GASB’s Codification of Governmental Accounting
and Financial Reporting Standards.

Blended Component Units

Blended components units, although legally separate entities, are, in substance, part of gov-
ernment’s operations and so data from these units are combined with data of the primary gov-
ernment. Each blended component unit of the City has a June 30 year end. The component
units discussed below are included in the City's reporting entity because of the significance of
their operational and/or financial relationship with the City.

Included within the reporting entity:

City of Fort Thomas Police and Firemen’s Pension Fund

All public safety employees who retired prior to February 1, 1988 participate in the Police and
Firemen’s Pension Fund. The fund functions for the benefit of the retirees and is governed by a
five member board of trustees, the mayor, a member of the legislative body, the finance director
and two public safety retirees. The City is obligated to fund all costs based upon actuarial

valuations.
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 nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which are normally supported by taxes and intergovern-
mental revenues, are reported separately from business-type activities, which rely to a signifi-
cant extent on fees and charges for support.

The statement of activities demonstrates the degree to which direct expenses of a given func-
tion or segment are offset by program revenues. Direct expenses are those clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or ap-
plicants 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 op-
erational 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.
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| CITY OF FT. THOMAS, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Amounts paid to acquire capital assets are capitalized as assets in the government-wide finan-
cial statements, rather than reported as an expenditure. Proceeds of long-term debt are re-
corded as a liability in the government-wide financial statements, rather than as an other financ-
ing source. Amounts paid to reduce long-term indebtedness of the reporting government are
reported as a reduction of the related liability, rather than as an expenditure.

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources meas-
urement focus and the accrual basis of accounting as are the proprietary fund financial state-
ments. Revenues are recorded when earned and expenses are recorded when a liability is in-
curred, regardiess of the timing of related of the cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the government considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service ex-
penditures, as well as expenditures related to compensated absences and claims and judg-
ments, are recorded only when payment is due.

The government reports the following funds of the financial reporting entity:
The general fund is the government's primary operating fund. It accounts for all financial re-
sources 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.

The capital project funds are used to account for financial resources to be used for the acquisi-
tion and construction of major capital facilities.

The debt service fund accounts for the accumulation of financial resources for the payment of
interest and principal on the general long-term debt of the City.

The fiduciary fund is used to account for assets held on behalf of outside parties, including

other governments, or on behaif of other funds in the City. These funds are not presented in
the government-wide financial statements.
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CITY OF FT. THOMAS, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Assels, liabilities and net assets or equity
Cash and Cash Equivalents

Cash and cash equivalents including amounts in demand deposits as well as short-term in-
vestments 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:

1. Obligations of the United States and of its agencies and instrumentalities;
2. Certificates of deposit

3. Bankers' acceptances

4. Commercial paper.

5. Bonds of this state or local governments.

6. Mutual funds.

Property Tax Receivable

Property taxes are levied as of July 1 on property values assessed on January 1. The taxes are
billed on approximately October 1 and are due and payable on October 31. On November 1,
the bill becomes delinquent and penalties and interest may be assessed by the City. A lien may
be placed on the property on November 1.

Short-Term Interfund Receivables/Payables

During the course of operations, 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 interfund loans are classified as "inter-
fund receivables/payables”.

Capital Assets

Capital assets are reported in the governmental activities column of the government-wide state-
ment of net assets.

The accounting and reporting treatment applied to capital assets associated with a fund are de-
termined by its measurement focus. Capital assets are long-lived assets of the City as a whole.
When purchased, such assets are recorded as expenditures in the governmental funds and
capitalized (recorded and accounted for) in the government-wide financial statements. Infra-
structure such as streets, traffic signals and signs are capitalized. The valuation basis for capi-
tal assets are historical costs, or where historical cost is not available, estimated historical cost
based on replacement cost. Prior to July 1, 2000, governmental funds infrastructure assets
were not capitalized. These assets (back to July 1, 1980) have been valued at estimated his-
torical cost. '
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CITY OF FT. THOMAS, KENTUCKY

| NOTES TO FINANCIAL STATEMENTS
i June 30, 2007

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 bal-
ance sheet. The range of lives used for depreciation purposes for each fixed asset class are as

follows:

Buildings 40 years

Building Improvements 10-20 years

Public Domain infrastruture 20-30 years

Vehicles 5 years

Office Equipment 3-5 years
Compensated Absences

it is the government’s policy to permit employees to accumulate earned but unused sick pay
benefits. There is a liability for unpaid accumulated sick leave since the government does
have a policy to pay amounts when employees separate from service with the government.
There is also a liability for vacation pay that has been approved for carryover by the City's Ad-
ministrative Officer. The total liability for these types of compensated absences is reported in
the government-wide financial statements.

Long-Term Obligations

The accounting treatment of long-term debt depends on whether the assets are used in gov-
ernmental fund operations or proprietary fund operations and whether they are reported in the
government-wide or fund financial statements.

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the ap-
plicable governmental activities, business-type activities or proprietary fund type statement of
net assets.

Long-term debt for governmental funds is not reported as liabilities in the fund financial state-
ments. The debt proceeds are reported as revenue and payment of principal and interest re-
ported as expenditures. The accounting for the proprietary fund is the same in the fund state-
ments as it is in the government-wide statements.

Fund Equity

Net assets is the difference between assets and liabilities. Net assets invested in capital as-
sets, 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 reservatiohs 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.
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CITY OF FT. THOMAS, KENTUCKY '
NOTES TO FINANCIAL STATEMENTS '
June 30, 2007 :

Revenues, Expenditures and Expenses
Operating Revenues and Expenses

Operating revenues and expenses for the proprietary fund are those that result from providing
services and producing and delivering goods and/or services. It also includes all revenue and
expenses net related to capital and related financing, noncapital financing or investing activities.

Expenditures/Expenses

In the government-wide financial statements, expenses are classified by function for both gov-
ernmental and business-type activities.

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

Governmental funds — by character  Current-further classified by function
Debt service
Capital outlay

Proprietary fund — by operating and non-operating

In the fund financial statements governmental funds report expenditures of financial resources.
Proprietary funds report expenses related to use of economic resources.

Interfund Transactions

Interfund 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 reim-
bursing fund and as reductions of expenditures/ expenses in the fund that is reimbursed.

Use of Estimates

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

NOTE B-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

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

A. In accordance with City ordinance, by May 31, the Mayor submits to the Council, a pro-
posed operating budget on the modified accrual basis of accounting 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.

B. A public meeting is conducted to obtain citizen comment.
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CITY OF FT. THOMAS, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30,2007

C. By July 1, the budget is legally enacted through passage of an ordinance.

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

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

Expenditures may not legally exceed budgeted appropriations at the function level. Any revi-
sions to the budget that would alter total revenues and expenditures of any fund must be ap-
proved by the Council; however, with proper approval by the Council, budgetary transfers be-
tween departments can be made. The Council adopted one supplementary appropriation ordi-
nances. All appropriations lapse at fiscal year end.

NOTE C-DEPOSITS

Custodial credit risk — deposits. For deposits, this is the risk that in the event of a bank failure,
the City's deposits may not be returned. The City maintains deposits with financial institutions
insured by the Federal Deposit Insurance Corporation (FDIC). As allowed by law, the deposi-
tory bank should pledge securities along with FDIC insurance at least equal to the amount on
deposit at all times. As of June 30, 2007, the City's deposits are entirely insured and/or collat-
eralized with securities held by the financial institutions on the District's behalf and the FDIC

insurance.

As of June 30, 2007, the City had the following investments:

Fair
Investment Type Value
Fixed income mutual funds 3 45,937
Equity mutual funds 132,979
$ 178,916

Custodial credit risk — investments — For an investment, this is the risk that, in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments or col-
lateral securities that are in the possession of an outside party. The City had custodial credit
risk at June 30, 2007 of $178,916. The related securities totaling this amount are uninsured,
unregistered and held by a bank trust department.

The City has an investment policy for public funds. The above funds are funds the City holds in

trust, which are subject to policy mandated by Kentucky statute which allows trust funds to be
invested in securities which would be regarded by a prudent businessman as a safe investment.
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CITY OF FT. THOMAS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE D-CAPITAL ASSETS AND DEPRECIATION

Capital assets activity for the year ended June 30, 2007 was as follows:

2006 Additions Deletions 2007
Governmental activities:
Not being depreciated:
Land $ 1,009,909 $ = $ = $ 1,009,909
Construction in progress 145,538 854,109 (44,144) 955,503
Subtotal 1,155,447 854,109 (44,144) 1,965,412
Other capital assets:
Buildings 2,239,146 34,340 - 2,273,486
Improvements/infrastructure 10,546,851 497,089 - 11,043,940
Equipment 1,803,970 100,563 (48,541) 1,855,992
Vehicles 2,124,215 60,370 (19,235) 2,165,350
Subtotal 16,714,182 692,362 (87,776) 17,338,768
Accumulated depreciation:
Buildings 1,141,518 47 463 - 1,188,981
Improvements/infrastructure 5,001,687 366,043 - 5,367,730
Equipment 1,037,709 152,589 (42,083) 1,148,215
Vehicles 1,358,650 161,069 (19,235) 1,500,484
Subtotal 8,539,564 727,164 (61,318) 9,205,410
Net other assets 8,174 618 (34,802) (6,458) 8,133,358
Net capital assets $ 9,330,065 $ 819,307 $ (50,602) $ 10,098,770

*Depreciation was charged to functions as follows:

Governmental activities:

General government $ 58,839
Police 68,461
Fire 130,863
General services 439,573
Recreation 29,428
Total governmental activities depreciation expense $ 727,164

NOTE E-LONG-TERM DEBT

Bonds Payable

The City issued general obligation public project bonds in June 2003 in the amount of
$1,810,000. The interest rate is 2.15%. The bonds mature over the period May 2004 through
May 2013. These bonds are payable from general revenues of the City.
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CITY OF FT. THOMAS, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

The following is a schedule of future debt service requirements to maturity at June 30, 2007:

Year Ended
June 30, Principal Interest

2008 $ 225,000 $ 19,665

2008 185,000 14,727

2010 125,000 10,750

2011 125,000 8,063

2012 125,000 5,375

Thereafter 125,000 2,688

Total debt service payments $ 910,000 & 61,168

Note Payable-Sanitation District

The City entered into a loan agreement on June 26, 1995 with the Sanitation District No. 1 as a
result of a municipal merger agreement agreeing to relinquish ownership of the City of Ft. Tho-
mas sanitary sewer lines. The City is responsible for paying 50% of the estimated costs that
the Sanitation District will incur for improvements to the sanitary sewer system. The original
loan agreement was for $1,116,568. Repayment began on December 31, 2000 and is payable
over 10 years in equal annual installments. This note is payable from proprietary fund reve-
nues.

The following is a schedule of future debt service requirements to maturity at June 30, 2007:

Note
Payable
Year Ended Sanitation
June 30, District
2008 $ 111,657
2009 111,656
Total debt service payments $ 223,313

Capital Leases Payable
The capital leases payable, long-term debt are payable from general fund revenues.

Long-term debt outstanding at June 30, 2007 for the capital leases, consisted of the following:

Capital Lease — Soccer Field

The City purchased a soccer field in the fiscal year ended June 30, 2002 and recorded it as a
capital asset in the amount of $103,125. In the year ended June 30, 2003, the City financed
the approximate cost of the soccer field through a capital lease with a bank for $104,000 at an
initial interest rate of 3.32%, to be adjusted each August 1 based on 70% of the bank’s prime
rate. The rate the bank was charging at June 30, 2007 was 3.325%. The lease was scheduled
to mature in May 2012, but the City made additional principal payments in fiscal year 2003 and
the debt is now expected to mature in approximately fiscal year 2011, depending on future in-
terest rate changes.
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NOTES TO FINANCIAL STATEMENTS

June 30, 2007

The following is a schedule of future debt service requirements to maturity at June 30, 2007:

Principal balance

Capital Lease Payable-Real Estate

Lease
Year Ended Payable

June 30, Bank
2008 $ 12,300
2009 12,300
2010 12,300
2011 9,225
Total debt service payments 46,125
Less amount representing interest (2,371)

$ 43,754

The City entered into a capital lease agreement on June 29, 2001 with Banc One Leasing Cor-
poration to finance the purchase of certain real estate. The lease payable is for a period of
twenty years at a rate of 4.80%. Annual debt service payment requirements to maturity are as

follows:

Year Ending
June 30, Amount
2008 15,667
2009 15,667
2010 15,667
2011 15,667
2012 15,667
Thereafter 141,003
Subtotal 219,338
Less: interest (60,576)
TOTAL 158,762

Capital Lease Payable-Acquisition and Installation of Street Improvements

The City entered into a $765,000 capital lease agreement on August 5, 2004 with the Kentucky
League of Cities Funding Trust to finance portions of the central business district redevelop-
ment. The lease payable is for a period of ten years and was refinanced March, 2006 to a
fixed interest rate of 4%. Annual debt service payment requirements to maturity are as follows:

Year Ending
June 30, Amount
2008 $ 99,977
2009 96,408
2010 92,841
2011 89,272
2012 85,708
Thereafter 225,309
Subtotal 689,515
Less: interest (100,191)
TOTAL $ 580,324
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NOTES TO FINANCIAL STATEMENTS
[ June 30, 2007

Capital Lease Payable - Towne Center
The City entered into a $750,000 capital lease agreement on January 8, 2007 with the Ken-

tucky League of Cities Funding Trust to finance the capital construction of the Towne Center
development. The lease payable is for a period of ten years with a fixed rate of 3.75%.

Annual debt service payment requirements to maturity are as follows:

Year Ending
June 30 Amount

2008 $ 93,762
2009 93,763
2010 93,762
2011 93,763
2012 93,762
Thereafter 437,558
Subtotal 906,370
Less: interest (181,828)
Total 3 724,542

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2007, was as follows:

Due
June 30, June 30, Within
2006 Additions Retirements 2007 One Year
Governmental activities:

General obligation bonds 3 1,135,000 $ - $ (225,000) $ 910,000 $ 225,000
Note payable 334,970 - (111,657) 223,313 111,657
Lease payable-real estate 166,516 - (7,754) 158,762 8,098
L ease payable-soccer field 54,360 - (10,606) 43,754 9,109
Lease payable-CBD improvements 664,324 - (75,000) 589,324 75,000
Lease payable - Towne Center - 750,000 (25,458) 724,542 61,170

Compensated absences 235,443 15,018 - 250,461 -
Totals $ 2590613 $ 765018 § (455,475) $ 2,900,156 $ 490,034

NOTE F-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 ex-
penditures which may be disallowed by the grantor cannot be determined at this time although
the City expects such amounts, if any, to be immaterial.

NOTE G-EMPLOYEE RETIREMENT SYSTEM
County Employees Retirement System (CERS)
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.
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The plan issues separate financial statements which may be obtained by request from Ken-
tucky Retirement Systems, 1260 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 local 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 (COLA) adjustments are provided at the discretion of the state legisiature.

Non-hazardous Contributions - For the year ended June 30, 2007, 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 preceding 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 de-
termined 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, 2007, participating employers contributed 13.19% of
each employee's creditable compensation. The actuarially determined rate set by the Board for
the year ended June 30, 2007 was 13.19% of creditable compensation. Administrative costs of
Kentucky Retirement System are financed through employer contributions and investment earn-
ings.

Hazardous Contributions - For the year ended June 30, 2007, 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 contri-
bution and past service contribution rates shall be determined by the Board on the basis of an
annual valuation last preceding the July 1 of a new biennium. The Board may amend contribu-
tion 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 sat-
isfy requirements determined in accordance with actuarial bases adopted by the Board. For the
year ended June 30, 2007, participating employers contributed 28.21% of each employee's

creditable compensation. The actuarially determined rate set by the Board for the year ended
June 30, 2007 was 28.21% of creditable compensation. Administrative costs of KRS are fi-
nanced through employer contributions and investment earnings.

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

Year Contribution Contributed
2007 $ 964,620 100%
2006 3 818,060 100%
2005 $ 664,930 100%
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Deferred Compensation Plans

There is a deferred compensation plan available to full-time, non-hazardous, non-union em-
ployees of the City. Under the plan, employees may elect to defer a portion of their salaries
and avoid paying taxes on the deferred portion until the withdrawal date. The deferred com-
pensation amount is not available for withdrawal by employees until termination, retirement,
death, or unforeseeable financial emergency. The City matches the employee contribution up
to a maximum of 2% of gross wages, which was $17,391 for the year ended June 30, 2007.
The deferred compensation plan is administered by the Kentucky Deferred Compensation Au-

thority.
NOTE H-EMPLOYEE RETIREMENT SYSTEMS
Police and Firemen’s Pension Plan

Plan Description

The City maintains one single employer defined benefit pension plan, the Police and Firemen’s
Pension Plan.

The plan is reported as a Pension Trust Fund in the City’s combined financial statements. The
Police and Firemen’'s Pension Plan covers all retired police and firemen who were receiving
benefits prior to February 1, 1988.

No future employees are eligible to participate in the plan. Members are vested upon comple-
tion of 20 years of service. An employee is eligible for retirement at age 50 with 20 or more
years of service subject to approval by the pension board.

Funding Status and Progress

Presented below are the total pension benefit obligations of the plan. The amount of the total
pension benefit obligations is based on a standardized measurement established by GASB No.
5 that, with some exceptions, must be used by a public employee retirement system (PERS).
The standardized measurement is the actuarial present value of credit projected benefits. This
pension valuation method reflects the present value of estimated pension benefits that will be
paid in future years as a result of employee services performed to date and is adjusted for the
effects of projected salary increases. A standardized measure of the pension benefit obligation
was adopted by the GASB to enable readers of PERS financial statements to (a) access the
PERS funding status on a going-concern basis, (b) access progress made in accumulating suf-
ficient assets to pay benefits when due, and (c) made comparisons among PERS.

Because the standardized measure is used only for disclosure purposes by the plans, the
measurement is independent of the actuarial computation made to determine contributions to
the Plans. The actuarial funding method used to determine contributions to the Plans is ex-
plained below.

The pension information summarized below is from the latest available Actuarial Valuation Re-
ports. The pension benefit obligation is calculated assuming a 6% investment rate of return.
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Police and
Firemen's
06/30/2004

PENSION BENEFIT OBLIGATION:
Retirees and beneficiaries currently receiving benefits $ 655,051
TOTAL PENSION BENEFIT OBLIGATION 655,051
NET ASSETS AVAILABLE FOR BENEFITS, AT CURRENT VALUE 570,290

EXCESS (DEFICIENCY) OF ASSETS OVER PENSION BENEFIT OBLIGATION 3 (84,761)

No changes in actuarial assumptions or benefit provisions that would significantly affect the
valuation of the pension benefit obligation occurred during 2007.

Trend Information

Three year historical trend information is disclosed in separately issued reports of the pension
plans.

NOTE I-CONTINGENT LIABILITIES

The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not pres-
ently determinable, in the opinion of the City's Attorney the resolution of these matters will not
have a material adverse effect on the financial condition of the government.

NOTE J-RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruc-
tion 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 risk general
liability 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 rea-

sonably estimated.

The City Attorney estimates that the amount of actual or potential claims against the City as of
June 30, 2007, will not materially affect the financial condition of the City. Therefore, the Gen-
eral Fund contains no provision for estimated claims. No claim has exceeded insurance cover-

age amounts in the past three fiscal years.
NOTE K-WASTE AND SEWER FEE FUNDS .

In 2007, the Waste and Sewer Fee Funds were reclassified from business-type funds to gov-
ernmental funds due to a change in fund objectives. The beginning funds balances have been

adjusted to reflect the reclassifications change.
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GITY OF ET. THOMAS, KENTUCKY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE-BUDGET AND ACTUAL-GENERAL FUND

Eor the Year Ended June 30, 2007

Budgetary fund balance, Juiy 1
Resources {inflows):
Taxes:
Property
Bank Deposit
Licenses and permits
Intergovernmental
Fines and forfeitures
Charges for services
interest
Rental
Miscellaneous
Transfer in

Amounts available for appropriation

Charges to appropriations (outfiows):
General government
Police
Fire
General services
Recreation
Capital outiay
Transfers out

Total charges to appropriations

Budgetary fund balance, June 30

$

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive/(Negative)
2,150,589 $ 2,150,589 5,557,589 $ 3,407,000
3,552,500 3,582,000 3,649,358 67,358

53,000 53,500 51,760 (1,740)
4,002,285 4,017,285 4,299,399 282,114

188,260 206,610 188,428 (18,182)
55,500 55,600 57,316 1,816
501,850 501,850 555,839 53,989
150,000 150,000 321,099 171,099
80,000 80,000 97,725 17,725

120,600 145,600 95,050 (50,550)

100,000 100,000 60,600 (39,400)
10,954,584 11,042,934 14,934,163 3,891,229
1,130,279 1,144,829 961,794 183,035
2,683,585 2,700,685 2,555,915 144,770
2,168,344 2,200,209 2,152,289 47,920
1,833,065 1,810,450 1,622,343 188,107
583,268 591,018 531,830 59,188

- - 187,772 (187,772)

398,670 398,670 459,510 (60,840)
8,797,211 8,845,861 8,471,453 374,408
2,157,373 $ 2,197,073 6,462,710 § 4,265,637
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CITY OF FT. THOMAS, KENTUCKY B v i
SCHEDULE OF REVENUES, EXPENDITURES AND GHANGES m FUND BALANCEs,--' i
BUDGET AND ACTUAL-PUBLIC WORKS/KDOTFUND. .

For the Year Ended June 30, 2007

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts {Negative)
Budgetary fund balances, July 1 $ 781,766 $ 781,766 § 556,142 $ (225,624)
Resources (inflows):
Licenses and permits 75,200 75,900 75171 (729)
Intergovernmental 474,526 474 526 265,082 (209,484)
Interest 15,000 15,000 16,117 1,117
Special assessments 80,000 80,000 116,425 36,425
Miscellaneous 16,100 16,100 - (16,100)
Transfers in from other funds : - - - -
Amounts available for appropriation 1,443,292 1,443,292 1,028,917 (414,375)
Charges to appropriations (outflows):
Current:
General services - - 22,357 (22,357)
Capital outlay:
Street and sidewalk projects 913,600 913,600 638,028 275,572
Transfers to other funds 114,715 114,715 114,715 -
Total 1,028,315 1,028,315 775,100 253,215
Budgetary fund balances, June 30 $ 414977 $ 414977 § 253,817 3 (161,160)
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CITY OF FT. THOMAS, KENTUCKY S 2
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES-
BUDGET AND ACTUAL-CENTRAL BUSINESS DISTR!CT SPECIAL RE VENUE FUND

For the Year Ended June 30, 2007

Budgetary fund balances, July 1
Resources (inflows):
Rental
Interest
Miscellaneous
Assessments
Capital lease proceeds
Transfers from other funds
Amounts available for appropriation
Charges to appropriations (outflows):
Current:
General government
General services
Capital outlay
Transfers to other funds
Total
Budgetary fund balances, June 30

Variance with
Final Budget
Budgeted Amounts Actual Paositive
Original Final Amounts (Negative)
$ 556,244 $ 556,244 $ 730,892 $ 174,648
60,600 60,600 65,770 5,170
18,000 18,000 36,503 18,503
12,500 19,000 16,017 (2,983)
- - 3,207 3,207
- 750,000 750,000 -
383,000 383,000 443,840 60,840
1,030,344 1,786,844 2,046,229 259,385
38,125 38,125 51,663 (13,538)
74,000 131,775 122,127 9,648
- 750,000 642,189 107,811
347,360 386,460 337,809 48,651
459,485 1,306,360 1,153,788 152,572
3 570,859 $ 480,484 $ 892,441 $ 411,957
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CITY OF FT. THOMAS, KENTUCKY s
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES JN FUNB BALANCES-
BUDGET AND ACTUAL-TOWER PARKFUND . ST

For the Year Ended June 30, 2007

Budgetary fund balances, July 1
Resources (inflows):
interest
Miscellaneous
Transfers in from other funds
Amounts available for appropriation
Charges to appropriations (outflows):
General services
Capital outiay
Transfers to other funds
Total
Budgetary fund balances, June 30

Variance with
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
981,486 $ 981486 3 984,152 2,666
32,000 32,000 32,000 -
5,000 5,000 820 (4,080)
1,018,486 1,018,486 1,017,072 (1,414)
8,500 8,500 8,646 (146)
46,000 46,000 34,340 11,660
12,990 12,990 12,301 689
67,490 67,490 55,287 12,203
950,096 $ 950996 _§ 961,785 10,789
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CITY OF FT. THOMAS, KENTUCKY
COMBINING BALANCE SHEET :

NON-MAJOR GQVERNMENTAL FUNDS

June 30,2007

Special Revenue Total
Nonmajor
Waste Sewer Governmental
Fee Fee Funds
ASSETS
Cash and cash equivalents $ 160,804 277,263 694,960
Accounts receivable 9,738 - 13,735
Total assets $ 170,542 277,263 708,695
LIABILITIES AND FUND BALANCES
Accounts payable $ 61,242 - 61,242
Due to other funds - 57,460 57,460
Deferred revenues 8,521 - 8,521
Total liabilities 69,763 57,460 127,223
Fund balances:
Unreserved, reported in:
Debt service funds - 31,438
Special revenue funds 100,779 219,803 550,034
Total fund balances 100,779 219,803 581,472
Total liabilities and fund balances $ 170,542 277,263 708,695




CITY OF FT. THOMAS, KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS

For The Year Ended June 30, 2007

Special Revenue

REVENUES

Licenses and permits 3
Charges for sewers

Interest

Total revenues

EXPENDITURES
Current:

General government

General services
Debt service:

Principal

Interest

Total expenditures
Excess (deficiency) of revenues
over(under) expenditures

OTHER FINANCING SOURCES(USES)
Transfers in
Transfers out

Total other financing sources and uses

Net change in fund balances

Fund balances - beginning

Fund balances - ending 3

Total
Nonmajor
Waste Sewer Cable Debt Governmental
Fee Fee TV Service Funds

S $ o $ 23,971 - $ 23,971
727,219 21 - - 727,240
- 15,000 8,000 - 23,000
727,219 15,021 31,971 - 774,211
- - 1,404 - 1,404
736,508 - - - 736,508
- 111,657 - 343,818 455 475

- - - 76,203 76,203
736,508 111,657 1,404 420,021 1,269,590
(9,289) (96,636) 30,567 (420,021) (495,379)

- - - 419,895 419,895

- - - 419,895 419,895
(9,289) (96,636) 30,567 (126) (75,484)
110,068 316,439 198,885 31,564 656,956
100,779 % 219,803 $ 229,452 31,438 $ 581,472
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RankiN, Rankin & CompPANY B Lookout Corporate Center B 7el. 859/331-5000

Certified Public Accountants 1717 Dixie Highway, Suite 600
Ft. Wright, Kentucky 41011

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 Mayor and Council
City of Fort Thomas, Kentucky

We have audited the financial statements of the governmental activities, each major fund, and
the aggregrate remaining fund information of the City of Fort Thomas, Kentucky, as of and for
the year ended June 30, 2007, which collectively comprise the City’s basic financial statements,
and have issued our report thereon dated January 28, 2008. We conducted our audit in accor-
dance with auditing standards generally accepted in the United States of America and the stan-
dards applicable to financial audits contained in Govemment Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Fort Thomas, Kentucky's inter-
nal control over financial reporting as a basis for designing our auditing procedures for the pur-
pose of expressing our opinion on the financial statements, but not for the purpose of express-
ing an opinion on the effectiveness of the City of Fort Thomas, Kentucky's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City
of Fort Thomas, Kentucky's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow manage-
ment or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A significant deficiency is a control deficiency, or com-
bination of control deficiencies, that adversely affects the City of Fort Thomas, Kentucky’s abil-
ity to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the City of Fort Thomas, Kentucky’s financial statements that is more than in-
consequential will not be prevented or detected by the City of Fort Thomas, Kentucky’s internal

control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the City of Fort Thomas, Kentucky's internal control.
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Our consideration of internal control over financial reporting was for the limited purpose de-
scribed in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not iden-
tify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Fort Thomas, Kentucky's
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, reguiations, 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 ob-
jective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under Govern-
ment Auditing Standards.

This report is intended solely for the informaﬁbn and use of the finance committee, manage-
ment, others within the organization, Mayor and Council and federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than

these specified parties.

RANKIN, RANKIN & COMPANY

/ém / /@ Ao CT——? ~
Ft. Wright, Kentucky

January 28, 2008

42







