













































































































































































































































































CITY OF FRANKLIN, KENTUCKY

BUDGETARY COMPARISON SCHEDULE

Operating revenues:
Charges for services
Fines and forfeitures

Total operating revenues

Nonoperating revenues:
Intergovernmental

Total revenues

Expenditures
Personal services
Contractual services
Materials and supplies
Other
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financial sources:
Transfers in

Excess (deficiency) of revenues
and other financing sources over
(under) expenditures

Add:

Capital cutlays

Less:

Depreciation expense

Change in net position

Net position, beginning of year

Net position, end of year

279

Fiber Optic Fund
Year Ended June 30, 2014
Variance with
Final Budget
Original Final Positive
Budget Budget Actal (Negative)
$ 135,157 $ 125,290 $ 124326 (% 964)
— 10 16 6
135,157 125,300 124,342 ( 958)
50,000 50,000 50.000 =
185,157 175,300 174,342 ( 958)
139,960 132,872 137,731 ( 4,859
338,577 339,077 227.009 112,068
64,550 41,732 44 897 ( 3,165)
5,000 3,043 3,130 ( 87)
= = 45.158 ( 45.158)
548,087 516,724 457.925 58,799
362,930) (  341424) (  283,583) 57,841
= 479,950 1.856.176 1.376.226
(§__362,930) $ . 138526 1,572,593 $  1.434,067
45,158
{ 116.593)
1,501,158
794.679
$ 2295837
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Bowling Green, Kentucky 42102-2160

CERTHFIED PUBLIC ACCOUNTANTS Pron: 270] 843.0244

Fax: (270] 843-0245

INDEPENDENT AUDITORS’ 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

The Honorable Mayor, Commissioners and City Manager
City of Franklin, Kentucky

We have audited, 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, the financial statements of the governmental
activities, the business-type activities, each major fund and the aggregate remaining fund information of
the City of Franklin, Kentucky (City) as of and for the year ended June 30, 2014, and the related notes to
the financial statements, which collectively comprise the City's basic financial statements and have issued
our report thereon dated April 3, 2015.

Internal Control Over Financial Reporting

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

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

Qur consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified. We did identify certain  deficiencies in internal control,
described in the accompanying schedule of findings and responses that we consider to be significant
deficiencies (2014-1).
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The Honorable Mayor, Commissioners and City Manager
City of Franklin, Kentucky
Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

City of Franklin, Kentucky’s Response to Findings
The City's response to the findings identified in our audit is described in the accompanying schedule of

findings and responses. The City’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This reportis an integral part of an audit performed in accordance with

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

,»'é¢1,,L/{4‘ﬁ,1

Bowling Green, Kentucky
April 3, 2015
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CITY OF FRANKLIN, KENTUCKY

SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2013

FINDINGS - FINANCIAL STATEMENT AUDIT

SIGNIFICANT DEFICIENCIES

2014-1

Segregation of Duties

Criteria: The objectives of internal control are to provide reasonable, but not
absolute, assurance that assets are safeguarded and financial statements are reliable.
The segregation of accounting duties is an essential element of effective internal
control, involving the separation of the custody of assets from the related recording of
those transactions.

Condition: As is often the case with smaller governmental units, segregation of
conflicting duties within the City's Finance department is difficult because of the
limited number of personnel. Delegation of duties with a limited number of personnel
cannot adequately provide the separation of custody of assets from the related
recording and monitoring of transactions.

Effect: Potentially material misstatements in the financial statements or material
misappropriations of assets due to error or fraud could occur and not be prevented or
detected in a timely manner.

Cause: Duties in various transaction cycles are not adequately segregated.

Recommendation: While the City has implemented mitigating controls to compensate
for some segregation of duties issues since the previous year, we encourage you to
limit, to the extent possible, performance of incompatible duties by individuals in the
City's Finance department.

Views of Responsible Officials and Planned Corrective Actions: The City will
continue to evaluate the cost vs. the benefit of hiring additional personnel and further
implementing compensating controls to mitigate the risk that internal control objectives
will not be achieved.
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