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INDEPENDENT AUDITOR'S REPORT 

Mayor and Council 
City of Evarts 
Evarts, Kentucky 

Report on the Financial Statements 

Opinions 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaning fund information of City of Evarts, Kentucky, as of 
and for the year ended June 30, 2023, and the rela"ed notes to the rinancial statements, which collectively 
comprise the City's basic linanciaf statements as list9d in the table of contents. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial posilion or the governmental activities, tte business-type aclivities, each major fund, and the 
aggregate remaining fund information of the City ol E·,arts, Kentucky, as of June 30, 2023, and the respective 
changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the Jnited States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America, the standards applicable to financial audits contained in Government Auditing Standards, Issued 
by the Comptroller General of the United States, Our responsibilities under those standards are further 
described in the Auditor's Responsibilities for the Aucit of the Financial Statements section of our report. We 
are required to be independent of the City of Evarts, Kentucky, and to meet our other ethical responsibilities, 
in accordance with the relevant ethical requirements related to our audit. We believe that the audit evidence 
we have obtained Is sufficient and appropriate to provide a basis for our audit program. 

Responsibility of Management for the Financlsl Statements 

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

In preparing the financial statements, management i3 required to evaluate whether there are conditions or 
events, considered In the aggregate, that raise substantial doubt about the City of Evarts, Kentucky's ability 
to continue as a going concern for twelve months beyond the financial statement date, including any currently 
known information that may raise substantial doubt shortly thereafter. 
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Auditors' Responsibilities for the Audit of the Rnancial Statement 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are lree from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinions. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee 
that an audit conducted in accordance with generally accepted auditing standards will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than 
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. Misstatements are considered material ff there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements. 

In perlonning an audit in accordance wtth generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
• Identify and assess the risks ol material misstatement of the financial statements, whether due to fraud or 

error, and design and perfonn audit procedu•es responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

• Obtain and understanding of internal control relevant to the audit in order to design aucfrt procedures that 
are appropriate in the circumstances, but not fo· the purpose of expressing an opinion on the effectiveness 
of the Cfy's internal control. Accordingly, so sLcil opinion is expressed. 

• Evaluate the appropriateness of accounting estimates made by management, as well as evaluate the 
overall presentation of the financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about the City's abilfy to continue as a going concern for a reasonable period of time. 

We are required to communicale with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified 
during the aucfrt. 

Required Supplementary lnfonnatlon 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information and the pension and other postemployment 
benefits liability and contributions information per the table of contents be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United Slates or America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management's responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 



Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City of Evarts, Kentucky's basic financial statements. The combining and individual nonmajor 
fund financial statements are presented for purposes of additional analysis and are not a required part of the 
basic financial statements. 

The combining and individual nonmajor fund financial statements is the responsibility of management and 
were derived from and relates directly to the underying accounting and other records used to prepare the 
basic financial statements. Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and certain actlitional procedures, including comparing and reconciling 
such Information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements thenselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the combining 
and individual nonmajor fund financial statements, is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 

Supplementary Information 

Other Reporting Required by Governmental Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report, dated July 1, 2024, on 
our consideration of City of Evarts, Kentucky's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulaticns, 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 rl:lt to provide an opinion on internal control over financial 
reporting or on compliance. The report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering Ctty of Evarts, Kentucky's internal control over financial 
reporting and compliance. 

July 1, 2024 
London, KY 



CITY OF EVARTS, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) 
Year ended June 30 2023 

CITY OF EVARTS, KENTUCKY 

As management ot the City ot Evarts (City), we ofter readers of the City's financial statements this 
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 
30, 2023. We encourage readers to consider the information presented here in conjunction with 
additional information found within the body of the financial statements and notes. The following 
information is related to the City's primary government and blended component unit only and does 
not include information concerning aggregately discretely presented component 

FINANCIAL HIGHLIGHTS 

• The City's ending cash balance was $379,598 which is comprised of $178,271 in cash and 
cash equivalents and $201,327 in restricted cash and cash equivalents. The prior year's 
cash balance was $451,237 of which $83,322 was restricted and the remaining balance 
was unrestricted. 

• The City's government wide combined net position increased by $21,790 in the current year 
compared to the prior year. The overall 1et position decreased by $234,508 compared to 
the prior year. 

• The general fund had approximately $320,266 in revenue, which primarily consisted of tax 
revenue, fees for services, regulatory fees, and intergovernmental revenue. There was an 
overall increase in the general fund balance of approximately $26,744 which represents an 
increase of 18.85% relative to the prior year. 

• The City's total long-term liabilities decreased by $52,801 compared to the previous year. 

OVERVIEW OF FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the City's basic financial 
statements. The City's basic financial statements comprise three components: 1) government­
wide financial statements, 2) fund financial statements, and 3) notes to the basic financial 
statements. This report also contains other supplementary information in addition to the basic 
financial statements themselves. 

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

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

The Statement of Activities presents information showing how the City's net assets changed du ring 
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event 
giving rise to the change occurs, regardless of :he timing of related cash flows. Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in 
future fiscal periods. 
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CITY OF EVARTS, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) 
Year ended June 30, 2023 

The government-wide financial statements outline functions of the City that are primarily supported 
by property taxes and intergovernmental revenues (governmental activities). The governmental 
activities of the City include general government, police department, fire protection, public works, 
recycling, building inspection, parks and recreation, main street, and special projects. Fixed asset 
acquisitions and related debt are also supported by taxes and intergovernmental revenues. The 
government-wide financial statements can be found as indicated in the table of contents. 

Fund financial statement. A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities and objectives. The City uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of 
the funds of the City can be divided into three categories: governmental, proprietary, and fiduciary 
funds. Fiduciary funds are trust funds established by benefactors to provide benefits for employees. 
The City has no proprietary funds. All other activities of the City are included in the governmental 
funds. 

The basic governmental fund financial statements can be found as indicated in the table of 
contents. 

Notes to the financial statements. The notes provide additional information that is essential to a 
full understanding of the data provided in the governmental-wide and fund financial statements. 
The notes to the financial statements can be found as indicated in the table of contents. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Net assets may seNe over time as a useful indicator of a government's financial position. In the 
case of the City, governmental assets exceeded liabilities by approximately $2.84 million. The 
largest portion of the City's net assets reflects its investment in capital assets {e.g., land and 
improvements, buildings and improvements, vehicles, furniture and equipment and construction in 
progress); less any related debt used to acquire those assets that are still outstanding. The City 
uses these capital assets to provide seNices t,:> its citizens; consequently, these assets are not 
available for future spending. Although the City's investment in its capital assets is reported net of 
related debt, it should be noted that the re sou roes needed to repay this debt must be provided from 
other sources, since the capital assets themselves cannot be used to liquidate these liabilities. The 
City's financial position is the product of several financial transactions including the net results of 
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and 
the depreciation of capital assets. 

5 



CITY OF EVARTS, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANAL VSIS (MD&A) 
Year ended June 30 2023 

Government-Wide Net Asset Comparison 

The following Is a summary of the Clty·s net assets: 

GovemmentAI ActlvltieS 

2023 2022 

Current and oth8f' assets $ 247,576 $ 187,193 
Capital ass&!$, nee ot dep,eciation 89,829 80,563 

T olal Assets 337,405 261,ns 

Current llabilitJes 68,734 32,295 
Other liabilities 11,400 18,889 

Total L iabilities 80,134 5 1.184 

Net assets 
Net Investment In 

capital assets 89,829 80,583 
Urwes1rlcted 167,442 136.009 

Total Net Position $ 257,271 s 216,592 

Business• Tn:!e Activities 
2023 2022 

$ 322,336 $ 459,824 
3,246,556 3,412,68:! 

3,568,892 3.872,506 

467.009 432,502 
515,995 597,818 

983.004 1,030.320 

3,246,556 3,4 12,682 
l66o,sss~ (570.496! 

$ 2,585,888 $ 2.842, \ 86 

The following table presents a fund accounting comparison and summary of revenue and expense 
for Governmental Funds only for fiscal years ending June 30, 2023, and 2022: 

Revenuee 
General revenues 

Taxes 
Franchise fees 
Licenses and permits 
Intergovernmental rewnues 
Other 

Total rev enues 

Expenses 
General government 
Police departmen1 
Fire department 
Street 
Tourism 
Other 

T 01al expenses 

lncreasel(Decrease) in ner position 

General Fund Revenue 

s 

$ 

2023 2022 

181,695 $ 173,327 
40,422 38,236 
10,337 10,709 

109,011 33,590 
16,566 61~ 

358.031 317,082 

112,783 98,905 
130,516 170,289 
33,004 21,633 
36,171 26,480 
36,765 25,799 

48 189 
349287 343,295 

8,744 $ (26,2 13) 

The majority of revenue, net of debt, was derived from tax revenue (51% in 2023 and 55% in 2022). 
Franchise fees made up 11% of revenue in 2023 and 12% in 2022. Intergovernmental revenues 
made up 30% of total revenues in 2023 and 11 % in 2022. 
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CITY OF EVARTS, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) 
Year ended June 30 2023 

BUDGETARY IMPLICATION 

The City's fiscal year is July 1 • June 30; other programs, i.e., some federal programs operate on 
a ditterent fiscal calendar, but are reflected in the City's overall budget. Significant events that may 
impact the finances include expected state budget deficits that may impact grant or other revenue. 
The City routinely attempts to keep expenditures to a minimum because of the anticipated revenue 
problems. The City's budget was not exceeded in the current year. 

Questions regarding this report and any separately issued component unit reports should be 
directed to the Evarts City Clerk, 101 Hartan Street, Evarts, Kentucky, 40828 or by phone (606) 
837-2477. 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF NET POSITION 
June 30, 2023 

ASSETS 
Cash and cash equivalents - unrestricted 
Restricted cash and cash equivalents 
Taxes receivable: 

Property tax 
Other receivables (net of allowance for 

uncollectible accounts) 
Due from other funds 
Prepaid expense 
Investment in fixed assets, net 

Depreciable 

Total assets 

LIABILITIES 
Accounts payable 
Accrued expenses 
Current portion of note payables 
Current portion of bond payables 
Other current liabilities 
Due to other funds 
Non-current portion ol note payables 
Non-current portion of bond payables 

Total llablllties 

NET POSITION 
Net investment in capital assets 
Unrestricted 

Total net position 

Go\/E!rnmentaJ 
Activities 

$ 129,975 

32,053 

85,25t 
297 

89829 

337,405 

21 ,40t 
43,533 
3,800 

11 ,400 

80,134 

89,829 
167,442 

$ 257,271 

Business-type 
Activities Total 

$ 48,296 $ 178,27t 
201,327 20t ,327 

32,053 

6,777 6,777 
65,936 t51, t87 

297 

3,246,556 3,336,385 

3,568,892 3,906,297 

46,398 67,799 
97,027 140,560 
9,740 13,540 

72,083 72,083 
90,574 90,574 

151,187 151 ,187 
177,244 188,644 
338,751 338,751 

983,004 1,063,138 

3,246,556 3,336,385 
(660,668) (493,226) 

$ 2,585,888 $ 2,843,159 

8 



CITY OF EVARTS, KENTUCKY 

STATEMENT CF ACTIVITIES 
Year ended June 30, 2023 

NIM tE)q)enSe) ~ and Changes in Neil Postloo 
P1ogram RO\'tfll.lt$ 

Chatg,s Opera1ing c,,,o., .,, Gra,,ts ~ GIWll&and GoYerrmerCal Businesrtype 
il!llo!!m - C!WIDbulkma Qmi!b1till:i ~ Act:Nhies ~ 

FUNCTIONS/PROGRAMS 

Gov.,nm.ntai activldes 
General G~M\ert s 122,537 $ $ $ 109,011 s 113,52$) s $ (13,526> 

"°""'°"""""'""' 130,516 (130,516) (130,516> 
Fire ()epanment 10,204 (10.204) (10.2041 
Stteel a~ sanlt.atlol 36,17t (36,171) (36,170 

°'"°' 48 C◄8) (481 
T OuriSm and corwel'llion 36765 1~765) (36,765► 

Total~l&alvales 336
1
24l 109011 (227.230) (227 230) 

Bustles1-1ype ae1w•1es 
Wa1er 816,080 64.5,655 (170.425) (170.425► 

Sewer 190,361 154,.5,96 (3S.765) (3S,765/ 
St.nit.toc,n 13<1,6?3 oo.-io, l◄-4 ,0?6) (<M,0'16► 

ltilOtffl Ollf)ert$0 6032 i6,Q;gl !6,032> 
TOCal 8osa1858·typ) eaPMles 1,147,046 SW,748 t256a!!!) i2561298) 

T 01.11 oc,ve,nmtnUIII llrd bl4il'IO$MYP8 ac!Hilie& $ 1,483.287 $ 890,748 $ $ 109,0tl (227.Z,O) (-) (483,528) 

General ,.....,,UH 
T$KO$; 

P,ope'1y 60,025 60,02S 
Insurance premlJm 80,296 80.296 
Othe< 41,374 41.374 
F<a.netiN 40,422 40.422: 

LloenSff and permb 10,331 10.337 
Earrw1Qs on lnvutrnents 

°'"'' 16,566 16.5"6 

Tocal general revenues 249,020 2A9.020 

Aesl•led nel position, July 1, 2022 235,481 2,842,186 3 ,on .667 

~•ln,..~ion 21790 ,256,298> ~,5<18) 

Nel pothlon 6S OI June 30, 2023 ! 257.271 ! 2,5851888 s 2.&43159 
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CITY OF EVARTS, KENTUCKY 

BALANCE SHEET - GOVERNMENT AL FUNDS 
June 30, 2023 

ASSETS 
Cash and cash equivalents • unrestricted $ 
Taxes receivable 

Property tax 
Prepaid expenses 
Due (to )/from other funds 

Total assets 

LIABILITIES AND FUND BALANCES 

Liabilities 
Accounts payable 
Accrued expenses 

Total liabilities 

Fund balances 
Unassigned 

Total fund balances 

Total liabilities and fund balances $ 

Nonmajor Total 
General Governmental Governmental 

Fund Funds Funds 

114,807 $ 15,168 $ 129,975 

32,053 32,053 
297 297 

85,251 85,251 
2321408 15,168 247,576 

20,283 1,118 21,401 
43,533 43,533 

63,816 1,118 64,934 

168,592 14,050 182,642 

168,592 14,050 182,642 

232,408 $ 15,168 $ 247,576 
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CITY OF EVARTS, KENTUCKY 

RECONCILIATION OF THE BALANCE SHEET• GENERAL FUND TO 
THE STATEMENT OF NET ASSETS 
June 30, 2023 

Total fund balances - Governmental funds 

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

Capital assets used in governmental activities are not current financial 
resources and, therefore, are not reported as assets in go,ernmental funds. 
The capital assets net of depreciation are: 

Note payable is not reported in the governmental fund balance sheet 
because it is not due and payable in the current period, bul it is presented 
in the statement of net assets. 

Total net assets - governmental activities 

$ 

$ 

182,642 

89,829 

(15,200) 

257,271 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year ended June 30, 2023 

Nonmajor Total 
General Governmental Governmental 

Fund Funds Funds 
Revenues 

Taxes: 
Property $ 60,025 $ $ 60,025 
Municipal insurance 80,296 80,296 
Other 3,609 37,765 41,374 

Franchise fees 40.422 40,422 
Licenses and permits 10,337 10,337 
Intergovernmental revenues 109,0t 1 109,011 
Other 16,566 16,566 

Total revenues 320,266 37,765 358,031 
Expenditures 

General Government 112,783 112,783 
Police Department 130,516 130,5t6 
Fire Department 33,004 33,004 
Street 36,171 36,171 
Tourism and convention 36,765 36,765 
Miscellaneous 48 48 

Total expenditures 312,522 36,765 349,287 

Excess (deficit) of revenues 
over (under) expenditures 7,744 t ,000 8,744 

Other financing sources (uses) 
Note payable proceeds 19,000 19,000 

Total other financing sources (uses) 19,000 19,000 

Net change in fund balance 26,744 1,000 27,744 

Restated Fund balances. June 30, 2022 141,848 13,050 154,898 

Fund balances, June 30, 2023 $ 168,592 $ 14,050 $ 182,642 
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CITY OF EVARTS, KENTUCKY 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND 
CHANGES IN FUND BALANCES· GOVERNMENTAL FUNDS TO THE 
STATEMENT OF ACTIVITIES 
Year ended June 30, 2023 

Net change in total fun<l balances • governmental funds 

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

Capital outlays are reported as expen<litures in the governmental fun<l financial 
statements because they use current financial resources, but they are treated 
as assets in the statement of activities and depreciated over their estimated 
economic lives. The difference is the amount by which dep'eciation expense 
exceeds capital outlay for the year. 

The issuance of long-term debt provides current financial resources to governmental 
funds, while repayment of the principal and interest consumes current financial 
resources of governmental fun<ls. This amount is the net ettect of these 
differences in the treatment of long-term debt an<l related items. 

Change in net position • governmental activities $ 

27,744 

9,246 

(15,200) 

2t,790 

13 



CITY OF EVARTS, KENTUCKY 

STATEMENT OF NET POSITION - PROPRIETARY FUNDS 
June 30, 2023 

Water Sewer 
Current Assets 

Cash $ 17,085 $ 30,355 
Accounts receivable, net 
Due from other funds 65,936 
Total Current Assets 83,021 30,355 

Noncurrent Assets 
Restricted cash 201,327 
Capital assets, net of 
accumulated depreciation 2,812,787 433 769 

Total Noncurrent Assets 3,014,114 433,769 

Total Assets $3,097,135 $ 464,124 

Current Liabilities 
Accounts payable $ 28,763 $ 10,170 
Notes payable 9,740 
Bonds payable 72,083 
Deposits 90,574 
Accrued expenses 85,937 11 ,090 
Due to other funds 122,149 
Total Current Liabilities 287,097 143,409 

Noncurrent Liabilities 
Note payable 177,244 
Bond payable 338,751 
Total Noncurrent Llabllltles 515,995 

Total Llabilitles 803,092 143,409 

Net Position 
Invested in capital 
assets, net of related debt 2,464,296 433,769 

Restricted for debt service 

Unrestricted (170,253) {113,054) 
Total Net Position $2,294,043 $ 320,715 

Total 
Proprietary 

Sanitation Funds 

$ 856 $ 48,296 
6,777 6,777 

65,936 
7,633 121 ,009 

201 ,327 

3,246,556 
3,447,883 

$ 7,633 $3,568,892 

$ 7,465 $ 46,398 
9,740 

72,083 
90,574 
97,027 

29,038 151 ,187 
36,503 467,009 

177,244 
338,751 
515,995 

36,503 983,004 

2,898,065 

{28,870) {312,177) 
$ (28,870) $2,585,888 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET POSITION 
PROPRIETARY FUNDS 
June 30, 2023 

Total 

Water Sewer Sanitation 
Proprietary 

Funds 

Operating Revenues 
Charges for services $ 644,053 $ 154,596 $ 90,497 $ 889,146 
Intergovernmental revenue 
Other income 1,602 1,602 

Total Operating Revenue 645,655 154,596 90,497 890,748 

Operating Expense 
Salaries 226,308 55,543 38,108 319,959 
Advertising 967 474 1,441 
Dues 2,,39 2,739 
Depreciation 140,102 26,024 166,126 
Repairs & Maintenance 172,570 42,364 14,847 229,781 
Utilllies 99,354 34,985 134,339 
Contractual services 76,838 11,559 54,598 142,995 
Supplies 7,098 9,050 1,134 17,282 
Fuel 17,242 2,491 6, t44 25,877 
Uniforms 5,669 3,408 1,557 10,634 
Professional expense 7,815 2,210 2,100 12,125 
Taxes 17,333 17,333 
Other operating expenses 6,857 2,222 692 9,771 
Other general expenses 35,188 505 14,919 50 612 

Total Operating Expenses 816,080 190 361 134,573 1141,014 

Operating Income (Loss) (170,425) (35,765) (44,076) (250,266) 

Other Revenues (Expenses) 
Interest expense (6,032/ (6,032) 

Total Other Revenues (Expenses} (6,(<32) (6,032) 

Income (loss) before transfers (176,457) (35,765) (44,076) (256,298) 

Transfers (to)/ from 
governmental activities 

Net Income (Loss) (176,457) (35,765) (44,076) (256,298) 

Restated Net Position , July 1, 2022 2,470,500 356,480 15,206 2,842,186 

Net Position, June 30, 2023 $ 2,294,043 $ 320,715 i (28,870) $ 2,585,888 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS 
June 30, 2023 

Total 
Proprietary 

Water Sewer Sanitation Funds 
Cash Flows From Operating Activities 

Receipts from customers $ 650,655 $154,596 $ 90,497 $ 895,748 
Payments for goods and services (657,840) (165,018) (131,345) (954,203) 

Net Cash Provided JUsed) by 
Operating Activities (7,185) (10,422) (40,848) (58,455) 

Cash Flows From Noncapital Financing Activities 
Transfers (to) from restricted funds (118,005) (118,005) 

Net Cash Provided (Used) by 

Noncapital Financing Activities (1 18,005) (118,005) 

Cash Flows From Capital Rnanclng Activities 
Capital asset activity 
Principal and interest paid on debt (74,033) (74,033) 

Net Cash Used by Capital Financing Activities (74,033) (74,033) 

Cash Flows From Investing Activities 
Interest 

Net Cash Provided by lnvestlng Activities 

Ne1 Decrease in Cash (199,223) (10,422) (40,848) (250,493) 

Cash - July 1, 2022 216,308 40,777 41,704 298,789 

Cash - June 30, 2023 $ 17,085 $ 30,355 $ 856 $ 48,296 

Reconciliation of Operating Income Jloss) to 
Net Cash Provided (Used) by Operating Activities: 
Operating income (loss) $ (170,425) $ (35,765) $ (44,076) $ (250,266) 

Adjustments to reconcile operating income (k,ss) 

to net cash from operating activities: 
Depreciation 140,102 26,024 166,126 
(Increase) Dectease In: 
lntelfund receivables 5,000 5,000 

Increase (Decrease) in: 
Accounis payable 6,251 (681) 3,228 8,798 
Accrued expenses 4,635 4,635 
Customer deposits 7,252 7,252 

Net Cash Provided (Used) by Operating Activities $ 17,185) $ (10,422) $ (40,848) $ (58,455) 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. The financial reporting entity 

The City of Evarts (the City), Kentucky is a full-service city incorporated by charter under the Mayor­
Council plan of organization provided in Kentucky Revised Statutes 83A.130. The City provides 
police, fire, streets, sanitation, utilities, economic development, public improvements, planning and 
zoning and general administrative services with a class five city designation by the Commonwealth 
of Kentucky. 

The accounting policies of the City of Evarts substantially comply with the rules and directives of 
the Department of Local Government for the Commonwealth of Kentucky which conforms to 
generally accepted accounting principles (GAAP) in the United States of America as applicable to 
governmental entities. The Governmental Accounting Standards Board (GASB) is the accepted 
standard-setting body for establishing governmental accounting and financial reporting principles. 

B. Basic flnancial statements 

In accordance with GASB Statement No. 34, Basic Financial Statements and Management's 
Discussion and Analysis for State and Local Governments, the basic financial statements include 
both government-wide and fund financial statements. 

The government-wide financial statements (Statement of Net Position and Statement of Activities) 
generally report on the City and its component units as a whole, excluding fiduciary activities. 
Governmental activities, which normally are sui:ported by taxes and intergovernmental revenues, 
are reported separately from business-type activities, if any, which rely to a significant extent on 
fees ond charges for support. All activities, both governmental and business-type, are reported in 
the government-wide financial statements using the economic resources measurement focus and 
the accrual basis of accounting, which includes long-term assets and receivables as well as long­
term debt and obligations. The governmen:-wide financial statements focus more on the 
sustainability of the City as an entity and the change in aggregate financial position resulting from 
the activities of the fiscal period. 

Generally, the effect of interfund activity has been removed from the government-wide financial 
statements. Net interfund activity and balances between governmental activities and business­
type activities, if any, are shown in the government-wide financial statements. 

The government-wide Statement of Net Position reports all financial and capital resources of the 
City (excluding fiduciary funds). It is displayed in a format of assets less liabilities equals net 
position, with the assets and liabilities shown i1 order of their relative liquidity. Net position is 
required to be displayed in three components: 1) Net investment in capital assets, 2) restricted, and 
3) unrestricted, as appropriate. Net investment in capital assets is capital assets net of 
accumulated depreciation and reduced by outslanding balances of any bonds, mortgages, notes 
or other borrowings or related assets and liabilities that are attributable to the acquisition, 
construction, or improvement of those assets. Restricted net assets are those with constraints 
placed on their use by either: 1) externally imposed by creditors (such as through debt covenants), 
grantors, contributors, or laws or regulations of other governments, or 2) imposed by law through 
constitutional provisions or enabling legislation. All net assets not otherwise classified as restricted, 
are shown as unrestricted. Generally, the City would first apply restricted resources when an 
expense is incurred for purposes for which beth restricted and unrestricted net assets are available. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

The govemment-wide Statement of Activities presents a comparison between direct expenses and 
program revenues for each function or program of the City's governmental activities. Direct 
expenses are those that are specifically associated with a service, program, or function. The City 
does not charge indirect expense to programs or functions. Interest on general long-term bonded 
debt is not allocated to the various functions, a id interest on capital leases may be allocated to 
various functions. Program revenues include: 1) charges paid by the recipients of the goods, 
services, or privileges ottered by the program and 2) grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular function or program. Taxes, 
unrestricted investment income and other revenues not identifiable with particular functions or 
programs are included as general revenues. Tne general revenues support the net costs of the 
functions and programs not covered by program revenues. 

Part of the basic financial statements are fund financial statements for governmental funds, and 
fiduciary funds, even though the latter are excluded from the government-wide financial statements. 
The City does not have any proprietary funds. The focus of the fund financial statements is on 
major funds, as defined by GASB Statement No. 34. Although this reporting model sets forth 
minimum criteria for determination of major funds (a percentage of assets, liabilities, revenues, or 
expenditures/expenses of fund category and of the governmental and enterprise funds combined), 
it also gives governments the option of displaying other funds as major funds. 

The City reports the following governmental funds: 

The general fund is the City's primary operating fund. It accounts for all financial resources 
of the general government, except those required to be accounted for in another fund. The 
activity of City Hall Public Corporation is blended with the general fund. This is a major fund. 

The City's nonmajor fund is the Tourism and Convention Commission. 

The City reports on the following enterprise funds: 

The City of Evarts Water fund accounts for the operation of the waterworks system. 

The City of Evarts Sewage fund accounts for the operation of sewer collection and disposal 
system. 

The City of Evarts Sanitation fund accounts for the operation of garbage collection and 
disposal. 

The Water, Sewage, and Sanitation funds are major funds. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

C. Measurement focus and basis of accounting 

The governmental fund financial statements are prepared on a current financial resources 
measurement focus and modified accrual basis of accounting. To conform to the modified accrual 
basis of accounting, certain modifications must be made to the accrual method. These 
modifications are outlined below: 

A. Revenue is recorded when it becomes both measurable and available (received within 
60 days after year-end). Revenue c:>nsidered susceptible to accrual includes property 
taxes, licenses, tees and permits, intergovernmental revenues charges tor services, 
fines, forfeits and penalties, and interest. 

B. Expenditures are recorded when the related liability is incurred. Principal and interest on 
general long-term debt are recorded as fund liabilities when due or when amounts have 
accumulated for payments to be made early in the following year. 

C. Disbursements for the purchase of capital assets providing future benefits are considered 
expenditures. Debt proceeds and cost are reported as other financing sources. 

With this measurement focus, operating statements present increases and decreases in net current 
assets and unreserved fund balance as a measure of available resources. 

This is the traditional basis of accounting for governmental funds and also is the manner in which 
these funds are normally budgeted. This presentation is deemed most appropriate to; 1) 
demonstrate legal and covenant compliance, 2) demonstrate the sources and uses of liquid 
resources, and 3) demonstrate how the City's actual revenues and t:1xptmdilures conform to the 
annual budget. Since the governmental funds financial statements are presented on a different 
basis than the governmental activities column of the government-wide financial statements, 
reconciliation is provided immediately following each fund statement. These reconciliations briefly 
explain the adjustments necessary to transform the fund financial statements into the governmental 
activities column of the government-wide financial statements. 

D. Cash and cash equivalents and investments 

For purposes of the basic financial statements, :he City considers cash and cash equivalents to be 
all demand deposits, all certificates of deposit, and highly liquid, short-term security investments 
that are readily convertible to known amounts of cash and mature within three months of the date 
they are acquired. Deposits (cash and investments) are carried at cost which approximates market 
value. The carrying amount of all deposits is separately displayed on the balance sheet depending 
on the terms of the deposit. Restricted cash and investments are separately displayed on the 
balance sheet. 

The City of Evarts, Kentucky is authorized by state statute to invest in: 

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

2. Bonds or certificates of indebtedness of this state, its agencies, and Instrumentalities; 

3. Shares of any savings and loan association insured by an agency of the government 
of the United States up to the amount so insured; 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

4. Interest bearing deposits in nationally chartered or state banks chartered in Kentucky 
and insured by an agency of the government of the United States up to the amount 
so insured, and in large amounts provided such bank shall pledge as security 
obligations of the United States government, its agencies and instrumentalities. 
Investments are stated as cost or amortized cost, which approximates market. 

E. Receivables 

All trade receivables are shown net of an allowance for uncollectible accounts. As of June 30, 2023, 
receivables net of the allowance for uncollectible accounts, for governmental activities was $32,053 
for the General Fund. Grants are fully recogrized as revenues when earned because the City 
expects to collect the amount in full within 60 days ot earning the revenue. 

F. Prepaid expenses 

Certain prepayments to vendors reflect cost applicable to future accounting periods and are 
recorded as prepaid items in both government wide and fund financial statements. 

G. Restricted assets 

Certain grant proceeds, as well as funds set aside for the repayment of bonds or restricted by 
enabling legislation may be classified as restricted on the balance sheet and statement of net 
position, because they are maintained in separate bank accounts, or their use is limited by 
applicable grant agreements or debt covenants. 

H. Capital assets 

Under Governmental Accounting Standards Board Statement No. 34 (GASB-34), all capital assets, 
whether owned by governmental activities or business-type activities, as applicable, are recorded 
and depreciated in the government-wide financial statements. No capital assets or depreciation 
are shown in the governmental funds financial statements. The City generally considers assets 
with a cost of $5,000 and useful lives in excess of one year or more to be a depreciable capital 
asset. Those presented as not depreciable include land and construction in progress. 

At the implementation of GASB-34, the City was a Phase 3 government (governments with total 
annual revenues of less than $10 million). Consequently, the City was not required by the 
provisions of GASB-34 to report major infrastructure assets retroactively. The City chose not to 
record infrastructure assets retroactively; however, as of July 1, 2003, all infrastructure asset 
additions and disposals are reported by the City in their related categories. 

The costs of normal maintenance and repairs that do not add to the value ot the asset or materially 
extend assets lives are not capitalized. Major improvements are capitalized and depreciated over 
the remaining useful lives of the related capital assets. Major additions that are substantially a new 
asset are capitalized over the useful lives of that asset category as determined by the City's 
management. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Vear ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Major outlays for capital assets and improvements are capitalized as the projects are constructed 
and put into use. Capital assets are depreciated using the straight-line method over the following 
estimated useful lives: 

Buildings, structures, and improvements 
Improvements other than buildings 
Machinery and equipment 

5 to 50 years 
10 to 50 years 
3 to 20 years 

Capital assets transferred between funds or functions are transferred at their net book value (cost 
less accumulated depreciation), as of the date of transfer. 

I. Lease obligations 

The City may have various assets under capital lease agreements. In the government-wide 
financial statements, capital leases and the related lease obligations are reported as liabilities in 
the governmental activities of the statement of net assets. 

J. Unearned revenues 

Unearned revenues arise in governmental funds when revenue does not meet both the 
"measurable" and ·available" criteria for recognition in the current period. Deferred revenue may 
also arise, in both governmental and proprietary funds, when resources are received by the 
government before it has a legal claim to them, as when grant monies are received prior to incurring 
qualifying expenditures (unearned). In subsequent periods, when both revenue recognition criteria 
are met, or when the government has a legal claim to the resources, revenue is recognized. The 
City assumes all delinquent taxes to be uncollectible at the end of the year and does not present 
accounts receivable or deferred revenue in connection with taxes receivable. However, the City 
does attempt to collect all delinquent taxes. 

K Fund balances: 

The Board has elected to adopt GASS Statement Number 54, Fund Balance Reporting and 
Governmental Fund Type Definitions. This statement substantially changed the terminology used 
to describe different component of the fund baance. Under this statement, the fund balance is 
separated into five categories as follows: 

Nonspendable: 

Restricted: 

Committed: 

Assigned: 

Unassigned: 

Funds permanently nonspendable by decree of donor, such as an endowment or 
items which may not be used for another purpose, such as amounts used to prepay 
future expenses or already purchased inventory on hand. 

Funds legally restricted under federal and slate law, bond authority or grant0< 
contract. 

Commitments passed by the Board for specific expenditures. 

Funds assigned to ma,agement priority including issued encumbrances. 

Funds available for furure operations. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 1 • SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

It is the Board's practice to liquidate funds when conditions have been met releasing these funds 
from legal, Board, or managerial obligations, Lsing restricted funds first, followed by committed 
funds, assigned funds, then unassigned funds. 

The City does not use encumbrance accounting. 

L. Budgets and Budgetary accounting 

The City follows procedures pursuant to KRS 91A.030 in establishing the budgetary data reflected 
in the financial statements. State law and local ordinances require an annual budget be adopted 
for all governmental and proprietary funds. The City presently adopts an annual budget for all 
governmental funds based on the cash basis of accounting, which differs from accounting principles 
generally accepted in the United States of America. 

The annual budget is presented annually for review and approval by the Mayor and the City Council. 
The adopted budget presented to the City Council was not amended during the year. The budget 
is approved by ordinance on two readings and is effective for the fiscal year, beginning on July 1. 
Budgetary control is by the Mayor at the function/department level. Amendments to the budget are 
made after the fact by ordinance approved by t~e City Council. 

M. Property taxes 

The City Council sets property tax rates by ordinance, usually in September, on the assessed value 
as of the prior January 1. Delinquent property taxes are attached as an enforceable lien on property 
as of January 1. The City does not realize prior year delinquencies in the following year soon 
enough to make them available to meet cu-rent year expenditures, and fully reserves the 
uncollected balance at year's end as uncollectible. Since the net is zero, they are not presented 
on the financial statements. The City entered into an agreement with the Sheriff of Harlan County 
to collect the City of Evarts' property taxes. The Sheriff receives a collection fee of 4.25% of the 
original tax bill. The tax rate for real property and personal property was set at $.415 per $100 
assessed value to finance the General Fund operations. 

N. Special projects 

The City uses its General Fund to account for all governmental activity. In lieu of establishing a 
special revenue fund for capital projects, the City reflects acquisition and significant construction 
activities financed by governmental grants or general governmental funds as "special projects• 
within the general fund. These may also include "flow through" projects for other organizations. 
These projects may or may not be depreciated. The City does not capitalize construction period 
interest in governmental funds. 

0. Use of estimates 

The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of certain assets and liabilities and 
disclosures of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expendttures/expenses during the reporting period. As such, 
actual results could differ from those estimates. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 2 - DEPOSITS AND CUSTODIAL CREDIT RISK 

Deposits and Custodial Credit Risk 

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City's deposits 
may not be returned to it. As of June 30, 2023, the carrying amount of the City's cash and cash 
equivalents (including restricted cash and cash equivalents) was $379,598. The bank balance was 
$402,368. The entire amount was covered by federal depository insurance and/or collateral 
agreements and collateral held by the pledging bank's trust department in the City's name. By 
state statute, and City policy, the City may dep:>sit funds in state and nationally chartered banks 
which provide FDIC insurance and sufficient collateral to secure deposits more than FDIC 
coverage. Cash equivalents are demand deposits, certificates of deposit and highly liquid, short­
term security investments that are readily convertible to known amounts of cash and mature within 
three months of the date they are acquired. 

NOTE 3 - CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2023, was as follows: 
Balance Balance 

Governmental activities June 30. 2022 Additions Dispositions June 30. 2023 

land $ $ $ $ 
Buildings and improvments 148,53l 

Vehicles 204,181 19,000 

General Equipment 203,27S 

555,991 19,000 

Less: Accumulated depreciaion 

Buildings and improvments (86,149) (2,971) 

Vehicles (185,98,) (6,783) 

General Equipment (203,278) 

Total accumulated depreciation {475,414) {9,754) 

Governmental activities, net 
capital assets $ 1,031,41: $ 28,754 $ • $ 

Depreciation expense for governmenta I activities is charged to functions as follows: 

General government 
Street and sanitation 
Fire 
Police 

s 2,971 

6,783 

9.754 

148,532 
223,187 
203,278 

574,997 

(89,120} 
(192,770) 
(203,278) 

(485,168) 

89,829 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Vear ended June 30, 2023 

NOTE 3 - CAPITAL ASSETS (Continued) 

Balance 

Business-Type June 30, 2022 

land $ 12,000 
Property, Plant, and Equipment 6,917,585 

6,929,585 

Less: Accumulated depreciaion 

Property, Plant, and Equipment (3,516,903) 

Total accumulated depreciation (3,516,903) 

Business-Type activities, net 

$ 

capital assets $ 10,446,488 $ 

Balance 

Additions Dis~ositions June 30, 2023 

$ $ 12,000 
6,917,585 

6,929,585 

(166,126) (3,683,029) 

(166,126) (3,683,029) 

166,126 $ • $ 3,246,556 

Depreciation expense for business-type activities is charged to functions as follows: 
Water 
Sewage 
sanitation 

NOTE 4 - LONG-TERM DEBT 

Bond Payable 

$ 140,102 
26,024 

$ 166,126 

In 2021, the City refinanced several older issue bonds into one refunding bond in the amount of 
$510,000. This bond is payable to the Water Fund and relates to upgrades and repairs for the 
City's water systems. 

The original amount of the bond issue, interest rates, and a summary of the changes are 
summarized below: 

Principal Principal Due 
Interest Original Balance Debt Debt Balance Within 

Description Maturity ~ ~ 6[30[2022 Issued Paid 6/30/2023 One Year 

2021R 2036 3% s 510,000 $ 469,167 $ $ 58,333 s 410,834 $ 72.083 

s 510,000 s 469,167 s $ 58,333 $ 410,834 $72,083 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 4 - LONG-TERM DEBT (Continued) 

Principal payments on the bond issue ::ire as follows: 

Note Payables 

KIA Loan 

2024 
2025 
2026 
2027 
2028 

2029-2033 
2034-2038 

$ 

i 

Pciocjpat 

72,083 $ 
64,584 
41,667 
30,000 
30,000 

160,833 

11667 

41Q,834 $ 

Interest I2ta1 

12,325 $ 84,408 
10,163 74,747 
9,975 51,642 
9,788 39,788 
9,600 39,600 

16,700 177,533 

350 12,017 

!;ifl,901 $ 479,~~ 

In 2021, the City entered into an agreement with the Kentucky Infrastructure Authority for a loan to 
fund a project for improvements to the City's water systems. The project's funding amounts were 
complete on June 14, 2023. 

The original amount of the note, interest rates, and a summary of the changes are summarized 
below: 

Principal Principal Due 
Interest Original Balance Debt Debt Balance Within 

Description Maturjty Balli ]lli.e 6/30/2022 ~ fs.!2 6/30/2023 onevear 

KIA F16-036 2041 0.75% 206,248 196,652 9,668 186,984 9,740 

s 206,248 $ 196,652 s $ 9,668 $ 186,984 $ 9,740 

Future payments for the KIA Loan are as follows: 

See next page 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 4 - LONG-TERM DEBT (Continued) 

Principal Interest Total 

2024 $ 9,740 $ 1,384 $ 11,124 

2025 9,813 1,311 ll,U4 

2026 9,887 1,237 11,124 

2027 9,961 1,163 11,124 

2028 10,036 1,088 11,124 
2029-2033 51,324 4,298 55,622 

2034-2038 53,282 2,340 55,622 

2039-2041 32,940 433 33,373 

$ 186,984 $ 13,254 $ 200,238 

Fire Truck 

In 2023, the City entered into an agreement with First Government Lease Company for a loan to 
purchase a 1992 International Pumper Truck fer $19,000. 

The original amount of the note, interest rates, and a summary of the changes are summarized 
below: 

Principal Principal Due 
Interest Original Balance Debt Debt Balance Within 

Description Maturity Rates Issue 6/30/2022 Issued Paid 6/30/2023 One Year 

Fire Trude 2027 8.83% 19,000 19,000 3,800 15,200 3,800 

$ 19,000 $ $ 19,000 $ 3,800 $ 15,200 s 3,800 

Future payments for the Fire Truck loan are as follows: 

Principal Interest Total 

2024 $ 3,800 $ 941 $ 4,741 

2025 3,800 941 4,741 

2026 3,800 941 4,741 

2027 3,800 941 4,741 

$ 15,200 $ 3,764 $ 18,964 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Year ended June 30, 2023 

NOTE 5 - RETIREMENT PLANS 

The City does not provide a pension or retirement plan for its employees. 

NOTE 6 • MUNICIPAL AID FUNDS 

The City receives municipal aid funding from ttie State of Kentucky. The funds are restricted for 
specific purposes and may be shown in a separate fund; however, the City chooses to account for 
Municipal Aid through its general fund. Municipal Aid funds received for the year amounted to 
$38,932. 

NOTE 7 • LOCAL GOVERNMENT ECONOMIC ASSISTANCE 

The City receives LGEA funding from the State of Kentucky. The funds are restricted for specific 
purposes, and the City chooses to account for LGEA revenues and expenditures through its 
general fund. Local Government Economic Assistance funds received for the year amounted to 
$25,000. 

NOTE 8- LEASES 

The City has no operating leases requiring disclosure as right--0f-use assets as defined by FASB 
Accounting Standards Codification Topic 842, Leases 

NOTE 9 - RISK MANAGEMENT 

The City is exposed to various risks of loss related to torts; theft of, damage of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. To obtain 
Insurance for workers· compensation, errors and omissions, and general liability coverage, the City 
participates in the Kentucky League of Cities Insurance Services. The City pays an annual 
premium to each fund for coverage. Worners' Compensation premiums are based on premium 
rates established by such fund in conjunction with the excess insurance carrier, subject to claims 
experience modifications. 

In accordance with KRS 65.067, the City bonds officials or employees who handle public funds in 
an amount covering the maximum amount they may have under their control at any given time. 
This statute applies to all officers, officials, and employees of all local governments who handle 
public funds in the execution of their duties. -o comply with the regulation, the City purchases 
insurance bonds through various agencies. 

There was no reduction in insurance coverage from the previous year in any of the City's policies. 
In addition, there have been no settlements in excess of the City's coverage in the past three years. 

NOTE 10 - DEFICIT FUND BALANCES 

The City did not have any funds with deficit balances. 

NOTE 11 - INTERFUND RECEIVABLES AND PAYABLES 

At June 30, 2023, the General Fund had receivables of $85,251 from the Sewer Fund. The Water 
Fund had receivables of $65,936 from the Sewer and Sanitation Funds. 
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CITY OF EVARTS, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 
Vear ended June 30, 2023 

NOTE 12 - CONTINGENCIES 

Grants 

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor 
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of 
the applicable funds. The amount, if any, of eipenditures that may be disallowed by the grantor 
cannot be determined at this time, although the City expects such amounts, if any, to be immaterial. 

Pending or Threatened Litigation 

A number of claims and suits are pending against the City for alleged damages to persons and/or 
property and for other alleged liabilities arising out of matters usually incident to the operation of a 
city such as Evarts. In the opinion of City management, the City has strong defenses against such 
claims, and thus the ultimate loss, if any, relating to these claims and suits not covered by 
insurance, will not materially affect the financial position of the City. 

NOTE 13 - PRIOR PERIOD ADJUSTMENTS 

The beginning net position of the Governmental Activities and beginning fund balance of the 
General Fund was increased by $18,889 due to the combination of the LGEA and MRA Funds into 
the general fund. The City is accounting for the LGEA and MRA funds within the General Fund as 
allowed. 

The Water Fund beginning net position was decreased by $188,086 due to the reclass of refunding 
bond payables from the Sewer Fund. This was a determination of management to match the debt 
to the proper fund due to matching the original purposes of the debt. 

NOTE 14 - SUBSEQUENT EVENTS 

Management of the City has evaluated subsequent events through July 1, 2024, which was the date the 
report was available for release. No events have occurred subsequent to the date of the financial 
statements that would require adjustment to or disclosure in the financial statements. 
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REQUIRED SUPPLEMENTARY INFORMATION 



CITY OF EVARTS, KENTUCKY 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
BUDGET ANO ACTUAL 
GENERAL FUND 
Year Ended June 30, 2023 

General Fund 
Original Final Over (Under) 
Budget Budget Actual Budget 

REVENUES $ 393,958 $ 393,958 $ 320,266 $ (73,692) 

EXPENDITURES 
General government 112,910 112,910 112,783 (127) 
Police department 172,290 172,290 130,516 (41,774) 

Flre department 7,530 7,530 33,004 25,474 
Street department 23,670 23,670 36,171 12,501 

Parks and Recreation 680 680 (680) 

Other 48 48 

Total expenditures 317,080 317,080 312,522 (4,558) 

OTHER FINANCING SOURCES (USES) 
Note payable proceeds 19,000 19 000 

Total other financing sources 19,000 (19,000) 

Net Change in Fund Balance 76,878 76,878 26,744 (50,134) 

Fund balance. July 1, 2022 99,448 99,448 141,848 

Fund balance June 30, 2023 $ 176,326 $ 176,326 $ 168,592 $ (50,134) 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUN 
FUND BALANCES - BUDGET AND ACTUAL 
Vear Ended June 30, 2023 

The City follows procedures pursuant to KRS 91 A.030 in establishing the budgetary data reflected 
in the financial statements. State law and local ordinances require an annual budget be adopted for 
all governmental and proprietary funds. The City presently adopts an annual budget for all 
governmental funds based on the cash basis of accounting, which differs from accounting principles 
generally accepted in the United States of America. 

The annual budget is presented annually for review and approval by the Mayor and the City Council. 
The adopted budget presented to the City Countcil was not amended during the year. The budget is 
approved by ordinance on two readings and is effective lor the fiscal year, beginning on July 1. 
Budgetary control is by the Mayoral the function/department level. Amendments to the budget are 
made after the fact by ordinance approved by the City Council. 
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CITY OF EVARTS, KENTUCKY 

BALANCE SHEET· NON-MAJOR GOVERNMENTAL FUNDS 
June 30, 2023 

ASSETS 
Cash and cash equivalents - unrestricted 

Total assets 

LIABILITIES AND FUND BALANCES 

Liabilities 
Accounts payable 

Total liabilities 

Fund balances 
Unassigned 

Total fund balances 

Total liabilities and fund balances 

$ 

$ 

The accompanying notes are an integral part of these financial statements. 

Tourism 
Fund 

Total 
Nonmajor 

Governmental 
Funds 

15,168 .._$ __ 1.;..:5c,.., 1.;..:6..;;.8 

15,168 15,168 

1,118 1,118 

1,118 1,118 

14,050 14 050 

14,050 14,050 

15,168 $ 15,168 
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CITY OF EVARTS, KENTUCKY 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
NON-MAJOR GOVERNMENTAL FUNDS 
Year ended June 30, 2023 

Revenues 
Taxes: 

Other 
Intergovernmental revenues 

Total revenues 

E.xpendltures 
Street and sanitation 
Tourism and convention 

Total expendil\Jres 

Excess (deficit) of revenues 
over (under) expenditures 

Other financing sources (uses) 
Transfer ln/(out) 

Total other financing sources (uses) 

Net change in fund balance 

Fund balances, June 30, 2022 

Fund balances, June 30, 2023 

$ 

$ 

Tourism 
=und 

37,765 

37,765 

36,765 

36,765 

1,000 

1,000 

13,050 

14,050 

The accompanying notes are an integral part of these financial statements. 

Total 
Nonmajor 

Governmental 
Funds 

$ 37,765 

37,765 

36,765 

36,765 

1,000 

1,000 

13,050 

14,050 
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Cloyd & Associates, PSC 
Certified Public Accountants 

and 
Business Advisors 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIALSTATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

Mayor and Council 
City of Evarts 
Evarts, Kentucky 

Independent Auditor's Report 

We have audited, in accordance wilh the auditing standards generally accepted in the United States 
of America, 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 Evarts (City), as of and for the year ended June 30, 2023, and the 
related notes to the financial statements, which collectively comprise the City's basic financial 
statements, and have issued our report thereon dated July 1, 2024. 

Report on Internal Control over Financial Reporting 

In planning and pertorming our audit of the financial statements, we considered the City of Evart's 
internal control over financial reporting (internal control) as a basis for designing audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of City of Evarts' 
internal control. Accordingly, we do not express an opinion on the effectiveness of City of Evarts' 
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 time y 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. We consider the deficiency described in the 
accompanying letter of findings and responses to be a material weakness as item 2023-001 . 

1700 Forest Drive, Corbin, KY 40701 
Ph. 606.528.8776 Fax: 606.523.5457 

2410 Greatstone Poinl, Lexington, KY 40504 1301 West 5th Street, London, KY 40741 
Ph. 859.223.3318 Fax: 859.223.5875 Ph. 606.864.8110 Fax: 606.657.5889 
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Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identity 
any deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses or significant deficiencies may exist that were not identified. 

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether City of Evarts' 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 financial statements. 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. 

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 rot to provide an opinion on the effectiveness of the 
entity's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable tor any other purpose. 

London, Kentucky 
July 1, 2024 



Cloyd & Associates, PSC 
Certified Public Accountants 

and 
Business Advisors 

Mayor and Council 
City of Evarts 
Evarts, Kentucky 

In planning and perfonning our audit of the basic financial statements of the City of Evarts for the 
year ended June 30, 2023, we considered the District's internal control structure to determine our 
auditing procedures or the purpose of expressirg an opinion on the basic financial statements and 
not to provide assurance on the internal control structure. 

During our audit, we noted matters that are opportunities for strengthening internal controls and 
operating efficiency. The memorandum that accompanies this letter summarizes our comments 
and suggestions regarding those matters, if any. This letter does not affect our report thereon 
dated July 1, 2024, on the basic financial statements of the District. 

We will review the status of these comments during our next audit engagement. We have already 
discussed these comments and suggestions wi1h City personnel, and we will be pleased lo discuss 
them in further detail at your convenience, to perform any additional study of these matters, or to 
assist you in implementing the recommendations. 

Respectfully, 

CiR,) /).o,o~,~c 
Cloyd & Associates, PSC 
Corbin, Kentucky 
July 1, 2024 

1700 Forest Drive, Corbin, KY 40701 
Ph. 606.528.8776 Fax; 606.523.5457 

2410 Greatstone Poim, Lexington, KY 40504 
Ph. 859.223.3318 Fax: 859.223.5875 
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CITY OF EVARTS 
SCHEDULE OF FINDINGS AND RESPONSES 
Vear ended June 30, 2023 

Current Period Comments 

Material Weaknesses 

2023-001 

Condition: The District has a limited segregation of duties. 

Criteria: The District should have segregation of duties to ensure that no one individual has access 
to resources (e.g., cash and investments) if the individual also is responsible for processing, 
summarizing and reporting information or authorizing transactions. Certain functions, such as 
segregation cash receipts and cash disbursements from anyone with the ability and/or 
responsibility to record these transactions in the general ledger and/or reconcile accounts in the 
general ledger provides a mechanism for preventing or detecting on a timely basis any errors or 
irregularities. 

Effects: The District is more prone to have errors or irregularities with the general ledger. 

Cause: The District is small and relies upon an accounting staff of one person. 

Recommendations: The District should ensure that the any available staff other than the 
bookkeeper should assist in these functions to mitigate the lack of segregation of duties. 

Views of Responsible Officials: The District is a small entity who relies upon one person to perform 
the accounting functions of the District. However, we have implemented new procedures for the 
current coordinator to perform to mitigate the risks of having limited segregation of duties. 
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