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BAKER, ANDERSON & ELLIOTT
CERTIFIED PUBLIC ACCOUNTANTS
738 U.S. HIGHWAY 62
GRAND RIVERS, KY 42045

INDEPENDENT AUDITOR’S REPORT

Honorable B.T. Moodie, Mayor
Members of the City Council
City of Grand Rivers

Grand Rivers, Kentucky

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Grand Rivers, Kentucky (the City), as of and for the
year ended June 30, 2009, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Grand Rivers, Kentucky’s management. Our responsibility is
to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Grand Rivers, Kentucky, as of June 30, 2009, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 25, 2010, on our
consideration of the City’s internal control over financial reporting and 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 the internal control over financial reporting or compliance. 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.

The Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 7 and 31 through 32,
are not a required part of the basic financial statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City
of Grand Rivers, Kentucky’s basic financial statements. The supplementary information section as listed in the table of
contents 1s presented for purposes of additional analysis and is not a required part of these financial statements. The
supplementary 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 to the basic financial statements taken as a whole.

Boher, Qodeso—t Eriitf7 CPAS

February 25, 2010
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CITY OF GRAND RIVERS, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2009

As management of the City of Grand Rivers, Kentucky (the City), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities for the fiscal year ended June 30,
2009. The City first implemented GASB 34, Basic Financial Statements and Management’s Discussion and
Analysis for State and Local Government, for the fiscal year ended June 30, 2004. GASB (Governmental
Accounting Standards Board) establishes accounting practices for state and local governments. GASB 34
requires the City to present a Management Discussion and Analysis (MD&A) as part of the audited financial
statements. To fully understand the City’s financial activities, this information should be read in conjunction
with the basic financial statements (pages 8-16) provided in this document.

Nature of Organization and Reporting Entity

The City was formed in 1892 and provides water and sewer, streets, parks, cemetery and general
administration services for its residents.

In evaluating the City as a reporting entity, management has addressed its relationship with other governments
and organizations and concluded that, in accordance with the criteria set forth in Sections 2100 and 2600 of the
Governmental Accounting Standards Board Codification, the City is a separate reporting entity.

Overview of the Financial Statements

This annual report consists of three parts: Management’s Discussion and Analysis (this section), Basic
Financial Statements, and Supplementary Information. The Basic Financial Statements consist of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) include notes to the
financial statements. This report also contains other supplementary information in addition to the basic
financial statements.

Government-Wide Financial Statements

Government-wide financial statements are designed to provide readers with a broad overview of the City's
finances in a manner similar to private-sector business.

The Statement of Net Assets presents information on all City assets and liabilities, with the difference between
assets and habilities reported as net assets. Monitoring increases and/or decreases in net assets over time may
serve as a useful indicator of whether the financial position of the City is improving, stagnating, or
deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during the fiscal
year. All net asset changes are reported as soon as the underlying event giving rise to the change occurs
regardless of the timing of related cash flows. Revenues and expenses are reported in the Statement of
Activities for some items that will only result in cash flows in the future (e.g., uncollected taxes).

Both of the government-wide financial statements distinguish City functions that are primarily supported by
taxes and intergovernmental revenues (governmental activities) from other City functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). City
governmental activities include general government, public safety, parks and recreation, and interest on long-
term debt. Business-type activities of the City include Water and Sewer systems.

The government-wide financial statements can be found on pages 8-9 of this report.

(Continued)



,{
‘
i
|

Fund Financial Statements

A fund 1s a grouping of related accounts that are used to maintain control over segregated resources for
specific activities or objectives. The City of Grand Rivers, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. City funds can be
divided into two categories:

1) Governmental Funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. Unlike government-wide financial
statements, however, governmental fund financial statements focus on current sources and uses of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. This
information may be useful in evaluating a city’s near-term financing requirements.

The City maintains eight (8) 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, Tourism Commission and Storm Damage Funds, which are
considered to be major funds. Data from the other five (5) funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.

Readers may better understand the long-term impact of the City’s near term financing decisions by comparing
the narrow-focus governmental funds financial statements with governmental activities in the government-
wide financial statements. Pages 11 and 13 provide a reconciliation to ease comparison between the fund
financial statements and the government-wide statements.

The basic governmental fund financial statements can be found at pages 10-13 of this report.

2) Proprietary Funds. The City uses two enterprise funds to account for the water and sewer utility systems.
These funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. These operations are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the costs of providing goods and services to the
general public on a continuing basis be financed or recovered primarily through user charges.

The basic proprietary fund financial statements can be found on pages 14-16 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to fully understanding data provided in the
government-wide and fund financial statements. Notes to the financial statements can be found at pages 17-30
of this report.

Other Information

In addition to basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning budgetary comparison schedules for general and major special revenue
funds, except for the Storm Damage Fund. A budget for the Storm Damage Fund was not prepared. This
information can be found on pages 31-32 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented
immediately following the required budgetary supplementary information. Combining and individual fund
statements and schedules can be found on pages 33-38 of this report.

(Continued)



Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of the City’s financial position. City
assets exceeded liabilities by $3.9 million as of June 30, 2009.

The largest portion of the City’s net assets (85.8%) reflects its investment in capital assets (i.e., land, buildings,
machinery, and equipment) less outstanding related debt used to acquire those assets. The City uses these
capital assets to provide service to citizens and, as a result, these assets are not available for future spending.
The City’s capital assets investment is reported net of related debt, but the resources to pay this debt must be
provided from other sources since the capital assets cannot be used to liquidate the liabilities.

The following statements present comparison of the current year government-wide data with the prior year
government-wide data for analyses purposes:

The City of Grand Rivers, Kentucky
Condensed Statements of Net Assets

June 30
ASSETS
Government Business-Type
% Activities Activities
2009 2008 2009 2008
Current assets $1,000,314 $ 444,288 $§ 301,313 §$ 208,842
Non-current assets 2,265,468 2,340,578 2,486,537 2,499,203
TOTAL ASSETS $3.265,782 $2,784,866 $2,787,8350 2.7 4

LIABILITIES AND NET ASSETS

E Liabilities:
o Current liabilities $ 727464 $ 213,812 $ 160,695 $ 171,194
Non-current liabilities 475.177 531,269 775,886 757.520
il Total liabilities 1,202,641 745,081 936,581 928.714
Net Assets:
Invested in capital assets,
net of related debt 1,732,968 1,753,667 1,623,657 1,624,869
Restricted net assets 22,154 24,577 - -
Unrestricted net assets 308.019 261,541 227.612 154,462
Total net assets 2.063.141 2,039,785 1,851,269 1,779.331
TOTAL LIABILITIES AND
NET ASSETS $3,265,782 $2,784.866 $2,787,850 $2,708.045

Analysis of the City's Operations

The following statement provides a summary of the City’s operations for years ended June 30, 2009 and 2008.
Governmental activities increased the City’s net assets by $23,356 and business-type activities increased the
City’s net assets by $71,938 resulting in an overall increase in net assets of $95,294. In the prior year, overall
net assets increased by $178,723 (includes equity transfer from Grand Lakes Senior Community Center of

$10,708).

(Continued)
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The City of Grand Rivers, Kentucky
Condensed Statements of Revenues, Expenses and Changes in Net Assets

For the Years Ended June 30
Government Business-Type
Activities Activities
2009 2008 2009 2008

Total revenues $1,002,864 $ 455,149 $ 871,083 $ 915,564
Equity transfer in - 10,708 - -
Total expenses (979.508) _ (405,521) 799.145 797,177
INCREASE (DECREASE)

IN NET ASSETS $ 23356 $ 60336 $ 71,938 $ 113,837

Governmental Funds

The focus of the City’s governmental funds is to provide information on near term inflows, outflows, and
balances of spendable resources. Such information is useful in determining the City’s financing requirements.
Unreserved fund balance serves as a useful measure of the City’s net resources available for spending at the
end of the fiscal year.

At the end of the fiscal year, the City governmental funds reported combined ending fund balances of $327
thousand. Approximately 76% of this total amount, $247 thousand, is unreserved fund balance, which is
available for spending at the government’s discretion. Of the $327 thousand, $80 thousand is in various funds,
which are restricted to specific purposes.

The general fund is the chief operating fund of the City. At the end of the 2008-09 fiscal year, the fund
balance of the General Fund was $224,587. This was an increase of $29,066 from the 2007-08 fiscal year.

The Tourism Commission's fund balance at the end of the 2008-09 fiscal year was $80,723. This was an
increase of $11,525 from the 2007-08 fiscal year.

The Storm Damage fund was established during the 2008-09 fiscal year to account for cost of maintenance and
repairs needed as result of the 2009 Kentucky Winter Ice Storm. Most of these costs are expected to be
reimbursed by state and federal agencies. The deficit fund balance of $12,614 at June 30, 2009, reflects costs
expected to borne by the City.

Capital Asset and Debt Administration

The City’s investment in capital assets for governmental and business-type activities as of June 30, 2009, is
$4.7 million (net of accumulated depreciation). This investment in capital assets includes land, building,
improvements, machinery, and equipment.

During fiscal year 2009, projects and equipment expenditures totaled approximately $135 thousand.
Approximately $93 thousand of these expenditures were for sewer improvement projects. The remaining
capital expenditures were for various equipment purchases by the City.

At year end, the City had $1,880,906 in outstanding capital leases and notes, compared to $1,444,251 at June
30, 2008, with maturities extending through 2027. During the year, the City’s total debt increased by
$436,655. This increase was the result of temporary financing required to cover the cost of ice storm
maintenance and repairs.

(Continued)



Requests for Additional Information

This report is intended to provide readers with a general overview of the City’s finances and to provide
information regarding the receipts and uses of funds. If you need clarification regarding a statement(s) made
in the report or need additional information, please contact the City of Grand Rivers, P.O. Box 265, Grand
Rivers, Kentucky 42045.
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CITY OF GRAND RIVERS, KENTUCKY

BASIC FINANCIAL STATEMENTS

GOVERNMENT-WIDE FINANCIAL STATEMENTS
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CITY OF GRAND RIVERS, KENTUCKY

STATEMENT OF NET ASSETS
JUNE 30, 2009
ASSETS
Governmental Business-Type
Current Assets: Activities Activities Total
Cash and cash equivalents $ 249,129 $ 41,701 $ 290,830
Investments 58,062 161,431 219,493
Receivables, net:
Fees and services 503,996 85,462 589,458
Taxes 177,262 - 177,262
Internal balances 11,281 (11,281) -
Inventory 24,000 24,000
Prepaid insurance 584 - 584
Total current assets 1,000,314 301,313 1,301,627
Noncurrent Assets:
Lease issuance costs, net 718 13,331 14,049
Net capital assets:
Land and construction in progress 265,350 - 265,350
Depreciable capital assets 1,998,975 2,473,206 4,472,181
Other assets 425 - 425
Total noncurrent assets 2,265,468 2,486,537 4,752,005
Total assets 3,265,782 2,787,850 6,053,632
LIABILITIES
Current Liabilities:
Accounts payable 11,016 61,045 72,061
Notes payable 500,000 - 500,000
Taxes withheld and accrued 5,143 1,674 6,817
Meter deposits payable - 10,485 10,485
Deferred revenue 154,471 - 154,471
Accrued interest 654 13,828 14,482
Leases payable due within one year 56,180 73,663 129,843
Total current liabilities 727,464 160,695 888,159
Noncurrent Liabilities:
Leases payable 475,177 775,886 1,251,063
Total liabilities 1,202,641 936,581 2,139,222
NET ASSETS
Invested in capital assets, net
of related debt 1,732,968 1,623,657 3,356,625
Restricted for:
Program purposes 22,154 - 22,154
Unrestricted 308,019 227,612 535,631
TOTAL NET ASSETS $2,063,141 $1,851,269 $3,914,410

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009

Program Revenues

FUNCTIONS/PROGRAMS Operating Capital
Charges for Grants and Grants and
Primary Government: Expenses Services Contributions Contributions
Governmental activities:
General government $ 830,819 $ - $508,096 $ -
Highways and streets 42915 - 6,144 -
Parks and recreation 60,537 8,800 - -
Interest on long-term debt 45,237 - - -
Total governmental activities 979,508 8,800 514,240 -
Business-type activities:
Water system 546,684 514,947 - 12,687
Sewer system 252,461 265,523 - 72,445
Total business-type activities 799,145 780,470 - 85,132 F
TOTALS $1,778,653 $789,270 $514,240 $85,132

General revenues:

Taxes and licenses:
Property taxes, levied for general purposes
Franchise tax
Hotel/motel and restaurant taxes
Vehicle tax

Interest income

Rent income

Miscellaneous

{
i
:
i
i

Total general revenues

Transfers
Total general revenues and transfers

Change in net assets
Net assets, July 1, 2008

NET ASSETS, JUNE 30, 2009

See the auditor’'s report and notes to the financial statements.
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Net (Expense) Revenue and Changes in

Net Assets
Governmental Business-Type
Activities Activities Total

§ (322,723) $ - $ (322,723)
(36,771) - (36,771)
(51,737) - (51,737
(45,237) - (45,237)
(456,468) - (456,468)
- (19,050) (19,050)

- 85,507 85,507

- 66,457 66,457
(456,468) 66,457 (390,011)
164,739 - 164,739
17,045 - 17,045
115,372 - 115,372
14,150 - 14,150
2,845 5,481 8,326
107,941 - 107,941
57,732 - 57,732
479,824 5,481 485,305
479,824 5,481 485,305
23,356 71,938 95,294
2,039,785 1,779,331 3,819,116
$2,063,141 $1,851,269 $3,914,410




ASSETS

Cash and cash equivalents
Investments
Accounts receivable:

Fees and services

Taxes

Property taxes levied - 2009
Prepaid insurance
Utility deposits
Due from other funds

TOTAL ASSETS

LIABILITIES AND
FUND BALANCES

Liabilities:
Accounts payable
Note payable
Taxes withheld and accrued
Due to other funds
Unearned revenue

Total liabilities

Fund Balances:

Reserved:
For program purposes
For prepaid insurance
For due from other funds

Unreserved:
General Fund
Special Revenue Funds

Total fund balances

TOTAL LIABILITIES AND
FUND BALANCES

CITY OF GRAND RIVERS, KENTUCKY

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2009
Nonmajor Total
General Tourism Storm Damage  Governmental Governmental
Fund Commission Fund Funds Funds

$224,673 $59,934 $ (2,822) $(32,656) $ 249,129
28,756 - - 29,306 58,062
6,134 7,654 490,208 - 503,996
2,884 16,627 - - 19,511
154,471 - - - 154,471
159 425 - - 584
425 - - - 425
15,398 - - 42,022 57,420
$432,900 $84,640 $487,386 $ 38,672 $1,043,598
$ 17930 $ 2,103 $ - § 983 $§ 11,016
- - 500,000 - 500,000
3,329 1,814 - - 5,143
42,583 - - 3,556 46,139
154,471 - - - 154,471
208,313 3,917 500,000 4,539 716,769
- - - 21,839 21,839
159 425 - - 584
15,398 - - 42,022 57,420
209,030 - - - 209,030
- 80,298 (12,614) (29,728) 37,956
224,587 80,723 (12,614) 34,133 326,829
$432,900 $84,640 $487,386 $ 38,672 $1,043,598

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET ASSETS
JUNE 30, 2009

Total fund balance - total governmental funds $ 326,829

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Delinquent property taxes receivable are not reported in the governmental
funds balance sheet since they are not considered "available" revenues. 3,280

Capital assets used in governmental activities are not current financial

resources and, therefore, are not reported in the governmental funds balance
sheet. 2,264,325

Long-term liabilities are not due and payable in the current period and,
therefore, they are not reported in the governmental funds balance sheet. The
long-term liabilities are:

Due within one year $ 56,180
Due after one year 475,177 (531,357)

Lease issuance costs used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds balance
sheet. 718

Accrued interest payments on debt are not due and payable in the current
period and, therefore, are not reported in the governmental funds balance
sheet. (654)

& NET ASSETS OF GOVERNMENTAL ACTIVITIES $2,063,141

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2009

Nonmajor Total
General Tourism Storm Damage  Governmental Governmental
Revenues: Fund Commission Fund Funds Funds
Taxes $ 179,498 $115,372 $ - $ - $ 294,870
Franchise fees 17,045 - - - 17,045
Intergovernmental - 17,406 490,208 6,144 513,758
Interest 1,431 314 - 1,100 2,845
Miscellaneous 64,296 67,118 - 43,542 174,956
Total revenues 262,270 200,210 490,208 50,786 1,003,474
Expenditures:
Current operations:
General government 120,499 123,023 496,073 43,206 782,801
Highways and streets 40,371 - - - 40,371
Parks and recreation 16,205 - - - 16,205
Capital outlay 17,498 - - 2,642 20,140
Debt service:
Principal requirement 30,166 23,890 - - 54,056
Interest and fiscal requirement 11,465 26,772 6,749 - 44,986
Total expenditures 236,204 173,685 502,822 45,848 958,559
Excess (deficiency) of revenues
over expenditures 26,066 26,525 (12,614) 4,938 44915
i Other Financing Sources (Uses):
Long-term debt issued - - - - -
) Transfers in 15,000 - - 12,000 27,000
Transfers out (12,000) (15,000) - - (27,000)
@ Total other financing sources (uses) 3,000 (15,000) - 12,000 -
Net change in fund balances 29,066 11,525 (12,614) 16,938 44915
Fund balances, July 1, 2008 195,521 69,198 - 17,195 281,914
FUND BALANCES, JUNE 30,2009  § 224,587 $ 80,723 $ (12,614) $ 34,133 $ 326,829

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, 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, 2009

Net change in fund balances - total governmental funds § 44915

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. This is the amount of capital outlays in
the current period. 20,140

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net assets, but does not require the use of

% current financial resources. Therefore, depreciation expense is not reported as (94,894)
: an expenditure in governmental funds.
Principal payments of debt require the use of current financial resources and;
therefore, are reported as expenditures in governmental funds. However,
principal payments of debt do not affect net assets in the government-wide
statement of activities. 54,055
Delinquent property taxes receivable are not considered "available" revenues in
the governmental funds. (609)
Accrued interest payments on debt do not require the use of current financial
resources. Accrued interest is reported as an expenditure in the government-
i wide statement of activities. 105
Governmental funds report the effect of bond issuance costs when debt is
issued, whereas these amounts are deferred and amortized in the statement of
activities. This reflects amortization expense for the current year ended. (356)
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES _$ 23356

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2009
ASSETS Business-Type Activities
Water Sewer
Current Assets: Fund Fund Totals
Cash and cash equivalents $ 108427 $(66,726) § 41,701
Investments 77,142 84,289 161,431
Accounts receivable (net of allowance
of doubtful accounts of $4,309) 50,197 35,265 85,462
Due from other funds - 126,472 126,472
Inventory 20,000 4,000 24,000
Total current assets 255,766 183,300 439,066
Noncurrent Assets:
Unamortized note costs 12,424 907 13,331
Property, plant, and equipment,
net of accumulated depreciation 1,661,274 811,932 2,473,206
Total noncurrent assets 1,673,698 812,839 2,486,537
Total assets 1,929,464 996,139 2,925,603
LIABILITIES
Current Liabilities:
Accounts payable 30,671 30,374 61,045
Taxes withheld and accrued 1,152 522 1,674
Due to other funds 30,719 107,034 137,753
Meter deposits payable 10,485 - 10,485
Accrued interest payable 12,896 932 13,828
Lease obligations, current 42,633 31,030 73,663
Total current liabilities 128,556 169,892 298,448
Noncurrent Liabilities:
Lease obligations, noncurrent 649,361 126,525 775,886
Total liabilities 777,917 296,417 1,074,334
NET ASSETS
Invested in capital assets, net of related debt 969,280 654,377 1,623,657
Unrestricted 182,267 45,345 227,612
TOTAL NET ASSETS $1,151,547 $699,722 $1,851,269

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2009

Business-Type Activities

Water Sewer
Operating Revenues: Fund Fund Totals
Charges for services $ 434,182 $263,777 $ 697,959
Surcharges 78,644 - 78,644
Miscellaneous 2,121 1,746 3,867
Total operating revenues 514,947 265,523 780,470
Operating Expenses:
E Salaries and wages 86,023 69,225 155,248
Depreciation 83,436 42,416 125,852
Utilities 3,909 22,106 26,015
% Chemical, treatment, and testing 2,891 43,808 46,699
o Gasoline, oil, and grease 5,571 4,349 9,920
Repairs 31,460 29,262 60,722
Insurance 21,842 14,969 36,811
Taxes 6,720 5,378 12,098
Water purchased 242,259 - 242,259
Office supplies 12,016 2,606 14,622
Professional fees 5,507 3,011 8,518
Miscellaneous 7,501 6,718 14,219
E Total operating expenses 509,135 243,848 752,983
Operating income 5,812 21,675 27,487
i Nonoperating Revenues (Expenses):
Grant revenue - 72,445 72,445
Interest income 2,939 2,542 5,481
Interest expense (37,549) (8,613) (46,162)
Total nonoperating revenues (expenses) (34,610) 66,374 31,764
Change in net assets before capital contributions (28,798) 88,049 59,251
Capital Contributions:
Contributed capital 12,687 - 12,687
Change in net assets (16,111) ~ 88,049 71,938
Total net assets, July 1, 2008 1,167,658 611,673 1,779,331
TOTAL NET ASSETS, JUNE 30, 2009 $1,151,547 $699,722 $1,851,269

See the auditor's report and notes to the financial statements.
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CITY OF GRAND RIVERS, KENTUCKY

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2009

Cash Flows from Operating Activities:
Cash received from customers
Payments to suppliers
Payments to employees
Other receipts (payments)

Net cash provided by operating activities

Cash Flows from Capital and Related
Financing Activities:

Capital contributions
Proceeds from notes payable
Payments on lease obligations
Interest payments on lease obligations
Grant proceeds
Proceeds from sale of equipment
Payments for capital assets

Net cash used by capital and
related financing activities

Cash Flows from Investing Activities:
Interest on cash and investments
Purchase of investments

Net cash provided by investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, July 1, 2008
CASH AND CASH EQUIVALENTS, JUNE 30, 2009

Reconciliation of Operating Income to Net
Cash Provided (Used) by Operating Activities:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation
Gain on sale of equipment
Change in assets and liabilities:
Accounts receivable
Due from other funds
Accounts payable
Taxes withheld and accrued
Meter deposits payable
Due to other funds

NET CASH PROVIDED BY
OPERATING ACTIVITIES

See the auditor's report and notes to the financial statements.
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Business-Type Activities

Major Enterprise Funds
Water Sewer

Fund Fund Totals
$ 515,625 $ 263,108 $ 778,733
(328,956) (112,795) (441,751)
(86,023) (69,225) (155,248)
(5,156) (4,014) (9,170)
95,490 77,074 172,564
12,687 - 12,687
50,000 50,000 100,000
(58,326) (50,963) (109,289)
(36,357) (8,252) (44,609)
- 72,444 72,444
426 - 426
(19,001) (96,350) (115,351)
(50,571) (33,121) (83,692)
2,939 2,542 5,481
(2,330) (2,542) (4,872)
609 - 609
45,528 43953 89,481
62,899 (110,679) (47,780)
$ 108,427 $ (66,726) $ 41,701
$ 5812 $ 21,675 $ 27487
83,436 42,416 125,852
(426) - (426)
3,254 (669) 2,585
(400) 24,699 24,299
4,000 14,034 18,034
269 (81) 188
(455) - (455)
- (25,000) (25,000)
$ 95,490 $ 77,074 $ 172,564




CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Accounting Policies:

General Statement

The City of Grand Rivers (City) complies with generally accepted accounting principles (GAAP). GAAP
includes all relevant Governmental Accounting Standards Board (GASB) pronouncements. In the
government-wide financial statements and the fund financial statements for the proprietary funds, Financial
Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions
issued on or before November 30, 1989, have been applied unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails. For enterprise funds, GASB Statement
Nos. 20 and 34 provide the City the option of electing to apply FASB pronouncements issued after
November 30, 1989. The City has elected not to apply those pronouncements. The accounting and
reporting framework and the more significant accounting policies are discussed in subsequent subsections of
this Note. The financial reporting entity, basis of accounting, and other significant policies employed by the
City are summarized as follows:

Financial Reporting Entity

g The City operates under a City Council form of government. The City Council consists of six members
elected at large by the citizens on a nonpartisan basis. As required by generally accepted accounting
principles, the financial statements of the reporting entity include those of the City of Grand Rivers. The
decision to include a potential component unit in the reporting entity was made by applying the criteria set
forth in GAAP. As a result of applying GAAP criteria, no component units have been included in these
financial statements.

Basis of Presentation

Government-wide Financial Statements

-

The Statement of Net Assets and Statement of Activities display information about the reporting
f government as a whole. They include all funds of the reporting entity. The statements distinguish between
i governmental and business-type activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange revenues. Business-type activities are financed in
whole or in part by fees charged to external parties for goods or services.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds, each of which is considered to be
separate accounting entities. Each fund is accounted for by providing a separate set of self-balancing
accounts that constitute its assets, liabilities, fund equity, revenues, and expenditure/expenses. Funds are
organized into two major categories: governmental and proprietary. An emphasis is placed on major funds
within the governmental and proprietary categories. A fund is considered major if it is the primary
operating fund of the City or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental fund or
enterprise fund are at least ten percent of the corresponding total for all funds of that category or type;
and

b. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental fund or
enterprise fund are at least five percent of the corresponding total for all governmental and enterprise
funds combined.

(Continued)
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CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Account Policies:

Basis of Presentation

The funds of the financial reporting entity are described below:

Governmental funds are those funds through which most governmental functions typically are financed.
The measurement focus of governmental funds is on the sources, uses and balance of current financial

resources. The City has presented the following major governmental funds:

General Fund - To account for resources traditionally associated with governments which are not
required to be accounted for in another fund.

Tourism Commission — To account for the collection and expenditure of hotel/motel and restaurant taxes.
These revenues are to be used to promote tourism in the City.

Storm Damage Fund — To account for the cost of maintenance and repairs needed as result of the 2009
ﬁ Kentucky Winter Ice Storm.

Proprietary funds are accounted for using the economic resources measurement focus and the accrual basis
of accounting. The accounting objectives are determinations of net income, financial position and cash
flow. All assets and liabilities are included on the Statement of Net Assets. The City has presented the
following major proprietary funds:

Water Fund — To account for providing water to the residents of the City.

Sewer Fund — To account for providing sewer services to the residents of the City.

E Measurement Focus

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied.

On the government-wide Statement of Net Assets and the Statement of Activities, both governmental and

business-like activities are presented using the economic resources measurement focus as defined in item b.
below.

In the fund financial statements, the “current financial resources” measurement focus or the “economic
resources” measurement focus is used as appropriate:

a. All governmental funds utilize a “current financial resources” measurement focus. Only current
financial assets and liabilities are generally included on their balance sheets. Their operating
statements present sources and uses of available spendable financial resources during a given period.
These funds use fund balance as their measure of available spendable financial resources at the end of
the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The accounting objectives
of this measurement focus are the determination of operating income, changes in net assets (or cost
recovery), financial position, and cash flows. All assets and liabilities (whether current or noncurrent)
associated with their activities are reported. Proprietary fund equity is classified as net assets.

(Continued)
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CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Account Policies:

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities, both governmental and
business-like activities are presented using the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred or
economic asset used.

In the fund financial statements, governmental funds are presented on the modified accrual basis of
accounting. Under this modified accrual basis of accounting, revenues are recognized when “measurable
and available.” Measurable means knowing or being able to reasonably estimate the amount. Available
means collectible within the current period or within sixty days after year end. Expenditures (including
capital outlay) are recorded when the related fund liability is incurred, except for general obligation lease
principal and interest which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting,
ﬁ revenues are recognized when earned and expenses are recorded when the liability is incurred or economic
: asset used.

Revenues — Exchange and Nonexchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal

value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue

is recorded in the fiscal year in which the resources are measurable and become available. Available means

that the resources will be collected within the current fiscal year or are expected to be collected soon enough

; thereafter to be used to pay liabilities of the current fiscal year. For the City, available means expected to be
‘ received within sixty days of year end.

Nonexchange transactions, in which the City receives value without directly giving equal value in return,
‘ include employee license taxes, property taxes, grants, entitlements and donations. The City considers
@ property taxes as available if they are collected within sixty days after year end. Revenue from grants,
entitlements, and donations is recognized in the year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the resources
are required to be used or the year when use is first permitted, matching requirements, in which the City
must provide local resources to be used for a specified purpose, and expenditure requirements, in which the
resources are provided to the City on a reimbursement basis. On a modified accrual basis, revenue from
nonexchange transactions must also be available before it can be recognized.

The revenues susceptible to accrual are taxes, intergovernmental, employer and employees’ contributions to
trust funds, interest revenue and charges for services. License and permit revenues are not susceptible to
accrual because generally they are not measurable until received in cash.

Unearned revenue

The City reports unearned revenue on its statement of net assets. Unearned revenues arise when potential
revenue does not meet both the “measurable” and “available” criteria for recognition in the current period.
Unearned revenues also arise when resources are received by the City before it has a legal claim to them, as
when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent periods,
when both revenue recognition criteria are met, or when the City has a legal claim to the resources, the
liability for unearned revenue is removed from the statement of net assets and revenue is recognized.

(Continued)
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CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Account Policies:

Budgets and Budgetary Accounting
The City follows these procedures in establishing the budgetary data reflected in these financial statements:

1. Prior to July, the City Administrator submits to the City Council a proposed budget for the fiscal year
commencing on July 1. The budget includes proposed expenditures and the means of financing those.

2. Public hearings are conducted by the City to obtain taxpayer comments.

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

4. The City Administrator is authorized to transfer budgeted amounts between department line items;
however, any revisions that alter the total expenditures of any department must be approved by the
City Council.

Cash and Investments

For the purpose of the Statement of Net Assets, “cash and cash equivalents” includes all demand and
! savings accounts of the City. For the purpose of the proprietary fund Statement of Cash Flows, “cash and
| cash equivalents” include all demand and savings accounts, and certificates of deposit or short-term
investments with an original maturity of three months or less.

Investments, which are composed of certificates of deposit, are reported at cost, which approximates fair
value. Additional cash and investment disclosures are presented in Note 3.

E Receivables

In the government-wide statements, receivables consist of all revenues earned at year end and not yet
{ received. The major receivable balance for the governmental activities normally includes property taxes.
b Business-type activities report utilities as their major receivable.

In the fund financial statements, material receivables in governmental funds include revenue accruals such
as franchise tax and grants and other similar intergovernmental revenues since they are usually both
measurable and available. Nonexchange transactions collectible but not available are deferred in the fund
financial statements in accordance with the modified accrual basis of accounting.

Proprietary fund material receivables consist of all revenues earned at year end and not yet received. Utility
accounts receivable compose the majority of proprietary fund receivables. Allowances for uncollectible
accounts receivable are based upon historical trends and the periodic aging of accounts receivable.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may result in
amounts owed between funds. Those related to goods and services type transactions are classified as “due
to and from other funds.” Short-term interfund loans are reported as “interfund receivables and payables.”
Interfund receivables and payables between funds within governmental activities are eliminated in the
Statement of Net Assets. See Note 3 for details of interfund transactions, including receivables and
payables at year end.

(Continued)
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CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Accounting Policies:

Inventories
Inventories are stated at estimated cost.
Fixed Assets

The accounting treatment over property, plant, and equipment (fixed assets) depends on whether the assets
are used in governmental fund operations or proprietary fund operations and whether they are reported in
the government-wide or fund financial statements.

Government-wide Statement

In the government-wide financial statements, fixed assets are accounted for as capital assets. All fixed
assets are valued at historical cost, or estimated historical cost if actual is unavailable, except for donated
fixed assets which are recorded at their estimated fair value at the date of donation. Estimated historical cost
ﬁ was used to value the majority of the assets acquired prior to June 30, 2003.

Prior to July 1, 2003, governmental funds’ infrastructure assets were not capitalized. After July 1, 2003,
these assets, when purchased, will be capitalized.

Depreciation of all exhaustible fixed assets used by propriety funds is charged as an expense against their
operations. Accumulated depreciation is reported on proprietary fund balance sheets. Depreciation has
been provided over the estimated useful lives using the straight-line method. The estimated useful lives are

as follows:
Land improvements 10-35 Years
Buildings 35-50 Years
Equipment 5-10 Years
Furnishings and fixtures 3-10 Years
Vehicles 5- 7 Years
- The City has elected not to retroactively report general infrastructure assets purchased prior to July 1, 2003.

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for as
capital outlay expenditures of the governmental fund upon acquisition. Fixed assets used in proprietary fund
operations are accounted for the same as in the government-wide statements.

Long-Term Debt

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

All long-term debt to be repaid from governmental and business-type resources is reported as liabilities in
the government-wide statements. The long-term debt consists primarily of leases payable.

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

(Continued)
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CITY OF GRAND RIVERS, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

Note 1 - Summary of Significant Accounting Policies:

Equity Classifications
Government-wide Statements
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt — Consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances