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INDEPENDENT AUDITOR'S REPCRT

Honorable Mayor and City Council
City of Hillview, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, business-type activities and the major fund information of City of
Hillview, Kentucky as of and for the year ended June 30, 2013, and the related
notes to the financial statements, which collectively comprise the City’'s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

i Auditor’s Responsibility

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
o to financial audits contained in Government Auditing Standardg, issued by the
Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such
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opinion. An audit also includes evaluating the appropriateness of accounting
peolicies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtalned is sufficient and
appropriate to provide a basis for our audit opinions.

Opinions

In our copinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
activities, business-type activities and the major fund information of the City
of Hillview, ZKentucky, as of June 30, 2013, 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 United
States of America.

Other Information
Required Supplementary Information

Accounting principles generally accepted in the United States of America require
that the management’s discussion and analysis and budgetary comparison
information on pages 34 and 35 be presented to supplement -the basic financial
statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our ingquiries, the
basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated November 1, 2013, on our consideration of the City of Hillview, Kentucky’'s
internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on intermal control over
financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering
City of Hillview, Kentucky’s internal control over financial reporting and
comp)iance. :

E/ M
HENSON & ASSOCIATES
Certified Public Accountants

Louisville, Kentucky
November 1, 2013 4



CITY OF HILLVIEW, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2013

The discussion and analysis of the City of Hillview, Kentucky’s financial
performance provides an overview and analysis of the City’s financial activities
for the fiscal year ended June 30, 2013. It should be read in conjunction with
the accompanying transmittal letter and the accompanying basic financial
statements. All amounts in this discussion, unless otherwise indicated, are
expressed in thousands of dollars.

Financial Highlights
» The assets of the City of Hillview, Kentucky exceeded its liabilities at
the close of the fiscal year ending June 30, 2013 by $1,799.9 thousand
(net assets).

e The City of Hillview, Kentucky’s total net assets increased by $227.9
thousand for the year ended June 30, 2013. The increase in net assets
can be attributed to increased revenues. In addition there was a prior
period adjustment to reflect a forgiveness of debt. This adjustment
increased net assets by $415 thousand.

* As of June 30, 2013 the City of Hillview, Kentucky’s governmental funds
reported combined ending fund balances of $597.5 thousand, a increase
of $179.6 thousand in comparison with the prior fiscal year.

Ovexview of the Financial Statements .

The discussion and analysis serves as an introduction to the City of Hillview,
Kentucky’s basic financial statements. The City of Hillview, Kentucky'’s basic
financial statements are comprised of three components, government-wide
financial statements, fund financial statements, and notes to the financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with
a broad overview of the City of Hillview, Kentucky’s finances, in a manner
similar to a private-sector business. The Statement of Net Position presents
information on all of the City of Hillview, Kentucky'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 of Hillview, Kentucky is improving

or deteriorating. The Statement of Net Pogition combines and consolidates
governmental funds’ current financial resources (short-term spendable resources)
with capital assets and long-term obligations. Other nonfinancial factors

should also be taken into consideration, such as changes in the City’s property
tax base, to assess the overall health or financial condition of the City. The
Statement of Activities presents information showing how the City’s net assets
changed during the most recent fiscal year. All of the current year’s revenues
and expenses are taken into account regardless of when cash is received or
paid.

Both the Statement of Net Position and the Statement of Activities are prepared
utilizing the accrual basis of accounting as opposed to the modified accrual
basis used in prior reporting models.



CITY OF HILLVIEW, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2013

In the Statement of Net Position and the Statement of Activities, the City is
divided into two kinds of activities:

* Governmental Activities - Most of the City’s basic services are reported
here, including the police, public works, parks and recreation, and
general administration. Property taxes, occupatiocnal taxes, franchise
fees and inter-govermmental revenues finance most of these activities.

* Business-type Activities - The City’s sewer plant is reported here. The
sewer plant’s operations were taken over by the Bullitt County Sanitation
District in a prior fiscal year. The City is responsible for repaying
the debt to build the plant and for insuring the plant and equipment.

REPORTING THE CITY'S MOST SIGNIFICANT FUNDS

Fund Financial Statements

The fund financial statements provide detailed information about the most
significant funds - not the City as a whole. Some funds are required to be
established by state law. The City’s two kinds of funds - governmental and
proprietary - utilize different accounting approaches.

¢ Governmental funds - The majority of the City’s basic services are
reported in governmental funds, which focus on how money flows into and
out of those funds and the balances left at year-end that are available
for spending. These funds are reported using an accounting method
identified as the modified accrual basis of accounting, which measures
cash and all other financial assets that can readily be converted
into cash. The governmental fund statements provide a detailed
short-term view of the City’s general government operations and the
basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City's programs. By
comparing information presented for governmental funds with similar
information presented for governmental activities in the government-wide
statements, readers may better understand the long-term effect of
the government’s near-term financing decisions. The relationships
or differences between governmental activities (reported in the
Statement of Net Assets and the Statement of Activities) and
governmental funds is detailed in a reconciliation following the fund
financial statements.

The City of Hillview, Kentucky maintains two governmental funds.
Information is presented sgeparately in the Governmental Funds Balance
Sheet and in the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances for the General Fund and the Special
Revenue Fund, both of which are considered to be major funds.
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CITY OF HILLVIEW, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2013

e Proprietary fund - The City charges customers for the services it
provides. These services are generally reported in proprietary
funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Position and the Statement
of Activities. 'In fact, the City’s enterprise fund {a component of the
proprietary fund) is identical to the business-type activities that
are reported in the government-wide statements but provide more detail
and additional information, such as cash flows, for proprietary funds.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understand-
ing of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found immediately following the
bagic financial statements.

The City as a Whole - Government-wide Financial Analysis
The City’'s combined net pogition was $1,799.9 thousand as of June 30, 2013.

Analyzing the net position and net expenses of governmental and business-type
activities separately, the business-type activities net position is $159.4
thousand. This analysis focuses on the net position (table 1) and changes in
general revenues (table 2) and significant expenses of the City’s governmental
and business-type activities. '

By far the largest portion of the City’s net position ($1,243.4 thousand)
reflects its investment in capital assets (e.g. land, buildings, machinery, and
equipment), less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to
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 resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used
to liquidate these liabilities.



CITY OF HILLVIEW, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS {CONTINUED)
JUNE 30, 2013

Table 1
Summary of Net Position
At June 30, 2013 and 2012
{Amounts Expressed in Thousands)

Total
Governmental Business-type Primary
Activities Activities Government
6/30/12 6/30/33 6/30/12 6/30/13 6/30/12 06/30/13
Current and other assets 572 752 25 o] 597 752
Capital assets 2,609 2,572 1,307 1,264 3,916 3,836
Total assets 3,183 3,324 1,332 1,264 4,533 4,588
Long-term liabilities
ocutstanding 1,583 1,388 1,610 1,005 3,203 2,393
Other liabilities 154 296 [¢] 100 154 396
Total liabilities 1,747 1,684 1,610 1,105 3,357 2,788
Net position
Invested in capital assets,
net of related debt - 1,077 1,084 112 158 1,189 1,243
Unrestricted 357 556 ' {350) 8 (33) 556
Total net position 1,434 1,640 (278) 158 . 1,156 1,799

Governmental Activities

The City’s general revenues increased when compared to the prior year by $198.8 thousand. Overall tax revenue increased
$226.8 thousand. Property tax revenue increased due to increased property valuations and the 4% increase allowed by law.
Other miscellaneous revenues decreased by $27.9 thousand.

Table 2
General Revenues
(Amounts Expressed in Dollars)

Increase

2012 2013 {Decrease)

Taxes 1,844,332 2,071,107 226,775
Other 50,054 22,116 {27,938)

Total general revenues 1,894,386 2,093,223 198,837



CITY OF HILLVIEW, KENTUCKY
MANAGEMENT' S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2013

Governmental and Business-type activities increased the City’s net position by $227.9 thousand. The key elements of this
increase are as follows:

W Table 3
Changes in Net Position
(Amounts Expressed in Dollars)

Total
Governmental Business~type Primary
Activities Activities Government
2012 2013 2012 2013 2012 2013
Revenues
Program revenues
Charges for services 87,566 126,895 87,566 126,895
: Operating grants and
; contributions 411,206 269,972 411,206 269,972
§ General revenues
: Taxes 1,844,332 2,071,107 1,844,332 2,071,107
Other 50,054 22,116 50,054 22,116
- Total Revenues . 2,393,158 2,490,090 2,393,158 2,490,090
] Expenses
= General government 417,264 499,780 417,264 499,780
Public safety 1,007,130 1,090,227 1,007,130 1,090,227
- Public works 614,353 420,039 614,353 420,038
i Health and safety 12,037 12,858 12,037 12,858
Community center and
recreation 108,992 117,095 108,992 117,085
Sewer plant 61,898 122,143 61,898 122,143
gg Total expenses 2,159,776 2,139,998 61,898 122,143 2,221,674 2,262,142
Increase (Decrease) in
Net Position 233,382 350,091 (61,898) (122, 143) 171,484 227,948
Prior Period Adjustment 415,143 415,143
%7 Transfers In {(Out) (117,002} (143,957) 117,002 143,957
Net Position, July 1, 1,317,978 1,434,358 {332,686) (277,582) 985,282 1,156,776
Net Position, June 30 1,434,358 1,640,492 (277,582) 158,375 1,156,776 1,799,867




CITY OF HILLVIEW, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2013

The most significant governmental expense for the City was in providing for public
safety, which incurred expenses of $1,090.2 thousand. Other significant governmental
expenses for the City include public works at $420.0 thousand and administration at
$499.8 thousand.

Business-type Activities

Revenues of the City’s business-like activities were $.0 thousand for the fiscal yeaxr
ending June 30, 2013. Expenses for the City’s business-type activities were $122.1
thousand for the year, resulting in a net loss of $122.1 thousand. There was a prior
period adjustment resulting from forgiveness of debt in the amount of $415.1
thousand. The net loss is the result of several factors, including the following:

* Interest on the debt of $40,487 is the largest outlay. Included in the
total operating expenses is $42,500 in depreciation which is not a cash
expenditure. The City had to transfer funds in the amount of $143,957
from the general fund to cover operating losses and debt service. The
operations of the sewer plant were taken over by the Bullitt County
Sanitation District in April of 2010 which will result in lower overall
expenses in future fiscal years.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2013, the City had $3,836,553 invested in a broad range
of capital assets, including equipment, buildings, land and sewer plant. This amount
represents a net decrease (including additions and deductions) of $32,966 over the
prior fiscal year wmainly due to the depreciation expense exceeding the cost of
acquisitions.

Debt

At year end, the City had $2.480 thousand in General Obligation Bonds outstanding as
compared to $2.680 thousand at the end of the prior fiscal year, a decrease of $.200
thousand.

10



CITY OF HILLVIEW, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2013

Table 4
Outstanding Debt
(Amounts Expressed in Dollars)

Governmental Business-type
Activities Activities Total
2012 2013 2012 2013 2012 2013
General obligation bonds
(backed by the City) 1,485,000 1,375,000 1,195,000 1,105,000 2,680,000 2,480,000
Capital leases 107,623 154,207 0 0 107,623 154,207
Totals 1,592,623 1,529,207 1,195,000 1,105,000 2,787,623 2,634.207

The City’s Funds
At the close of the City’s fiscal year on June 30, 2013, the governmental funds

of the City reported a combined fund balance of $597.5 thousand. Revenues for
the year exceeded expenses by $234,384. The City has to monitor expenditures
closely in order to prevent a deficit.

General Fund Budgetary Highlights
During fiscal year 2012-2013, there was a budget amendment for the Governmental
Funds.

For fiscal year 2012-2013, actual expenditures on a budgetary basis were
$2,301.7 thousand compared to the budget amount of $2,380.6 thousand. The
$78.9 thousand positive variance was due to expenditures being less than
budget.

For fiscal year 2012-2013, actual revenues on a budgetary basis were $2,394.4
thousand as compared to the budget amount of $2,440.7 thousand.

The City of Hillview, Kentucky has an actual, on a budgetary basis, General
Fund balance of $284.3 thousand as of the fiscal year end, compared to the
budgeted fund balance of $231.1 thousand. The variance in fund balance is
primarily due to an error in the beginning fund balance.

Economic Factors and Next Year'’'s Budget and Rates
The largest single factor is the ability of the City to generate sufficient

revenues to fund the basic cost of the services the City provides. The
increased cost of salaries and the cost of providing police protection are
significant.

11
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7 CITY’ OF HILLVIEW, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS {CONTINUED)
JUNE 30, 2013

Contacting the City‘’s Financial Management

This financial report is designed to provide our citizens, taxpayers,
customers, investors and creditors with a general overview of the City’s
finances and to show the City’s accountability for the money it receives. If
you have questions about this report or need additional financial information,
contact the City Clerk, at the City of Hillview, Kentucky, 283 Crestwood Lane,
Hillview, KY 40229.
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CITY OF HILLVIEW, KENTUCKY
STATEMENT OF NET POSITION
JUNE 30, 2013

ASSETS
Cash
Due from other governments
Prepaid expenses
Capital assets, net of accumulated
depreciation:
Buildings
Equipment
Sewer Plant
Capital asset, non depreciable
Land

Total Assets

LIABILITIES
Accounts payable
Accrued expenses
Deferred inflow
Security deposit
Bonds payable - current
- long term
Notes payable - current
- long term

Total Liabilities
NET POSITION
Invested in capital assets
Unrestricted
Restricted

Total Net Position

Total Liabilities and Net Position

See notes to financial statements.

Governmental

Activities

695,016.47
24,626 .61
32,693.86

1,152,764.37
327,324.76

1,092,089.04

3,324,515.11

125,278.70
19,445.58
9,092.00
1,000.00
115,000.00
1,260,000.00
26,529.32

127,677.74

1,684,023.34

1,084,044.14
216,679.06

339,768.57

1,640,491.77

3,324,515.11

Business-Type

Activities Total
695,016.47
24,626.61
32,693.86
1,152,764.37
327,324.76
1,264,375.00 1,264,375.00
1,092,089.04
1,264,375.00 4,588,890.1311
125,278.70
19,445.58
9,092.00
1,000.00
100,000.00 215,000.00
1,005,000.00 2,265,000.00
26,529.32
127,677.74
1,105,000.00 2,789,023.34
159,375.00 1,243,419.14
.00 216,679.06
.00 339,768.57
159,375.00 1,799,866.77
1,264,375.00 4,588,890.11
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CITY OF HILLVIEW, KENTUCKY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013

FUNCTIONS/ACTIVITIES

GOVERNMENTAL ACTIVITIES
Police department
Public works
Health and safety
Administration
Community center and recreation

Total Governmental Activities

BUSINESS-TYPE ACTIVITIES
Sewer Plant

Total Activities

GENERAT: REVENUES

Taxes
Real Property
Occupational
Tangible Personal Property
Motor Vehicle
Franchise

Insurance Premium

Interest

Other

Transfers In (Out)

Total General Revenues

CHANGE IN NET POSITION

PRIOR PERIOD ADJUSTMENT
Forgiveness of Indebtedness - See Note 6

NET POSITION AT BEGINNING CF YEAR

NET POSITION AT END OF YEAR

See notes to financial statements.

Program Revenues

Charges for Operating

Expenses Services Grants

1,090,226.52 14,359.40 79,671.56

420,038.52 186,011.22
12,858.26 249.00
499,780.17 30,759.87

117,085.89 81,526.47 4,289.00

2,139,999.36 126,894.74 269,971.78

122,3142.94
2,262,142.30 126,894 .74 26%,971.78

Net Revenue

(Expenses) and Changes in

Net Position

Governmental Business-Type
Activities = Activities = Total
(996,195.56) (996,195.56)
(234,027.30) (234,027.30)
(12,609.26) {(12,609.26)
(469,020.30) (469,020.30)
(31,280.42) (31,280.42)
(1,743,132.84) (1,743,132.84)
(122,142 .94) (122,142.94)
{1,743,132.84) (122,142.94) (1,865,275.78)
599,673.08 599,673.08
1,169,490.72 1,169,490.72
48,313.65 48,313.65
66,051.38 66,051.38
52,203.93 52,203.93
135,374.03 135,374.03
1,361.81 1,361.81
20,754 .50 20,754.50
{143,957.39) 143 ,957.39
1,949,265.71 143,957 .39 2,093,223.10
206,132.87 21,814.45 227,947.32
415,142.91 415,142.91
1l,434,358.90 (277,582.36) 1,156,776.54
77 159,375.00

1,640,491 .

1,799,866.77
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CITY OF HILLVIEW, KENTUCKY
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2013

ASSETS
Cash 7
Receivables {(net, where
applicable of allowances
for uncollectibles)
Intergovernmental
Due from municipal aid fund
Prepaid expense

TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued expenses
Deferred inflow
Due to general fund
Security deposit

TOTAL LIABILITIES

FUND BALANCE
Unassigned
Restricted
Road work
Total Fund Balance

TOTAL LIABILITIES AND FUND
'~ BALANCE

See notes to financial statements.

.

Special
General Revenue Totals
371,299.51  323,716.96 695,016.47
8,575.00 16,051.61 24,626.61
26,568.93 26,568.93
32,693.86 32,693.86
439,137.30 339,768.57 778,905.87
125,278.70 125,278.70
19,445.58 19,445.58
9,082.00 9,092.00
26,568.93 26,568.93
1,000.00 1,000.00
154,816.28 26,568.93 181,385.21
284,321.02 284,321.02
313,199.64 313,199.64
284,321.02 313,199.64 597,520.66
439,137.30 339,768.57 778,905.87
15



CITY OF HILLVIEW, KENTUCKY

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITICN

JUNE 30, 2013

Fund BRalances of Governmental Funds 597,520.66

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

Capital assets, net of depreciation, are not current
e financial resources and are not included in the
governmental funds. 2,572,178.17

Long-term loans payable are not a current financial
obligation. Therefore, they are not included in

the governmental funds. (1,529,207.086)
Net Position of Governmental Activities 1,640,491.77

If::

See notes to financial statements.
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CITY OF HILLVIEW, KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2013

Total
Special  Governmental
General Revenue Funds
REVENUES
- Property taxes 714,038.11 714,038.11
Intergovernmental
Insurance tax 135,374.03 135,374.03
Citation fees 25,340.23 25,340.23
. Grants : 65,642.63 65,642.63
Municipal aid 177,364.58 177,364.58
L.G.E.A. 6,504.69 6,504.69
: Patrol fees 5,000.00 5,000.00
Licenses and permits 30,149.44 30,149.44
Franchise taxes 52,203.93 52,203.93
Interest 328.76 1,033.05 1,361.81
Occupational tax 1,169,490.72 1,169,490.72
Recreation 85,815.47 85,815.47
Miscellaneous 21,803.98 21,803.98
Total Revenues 2,305,187.30 184,902.32 2,450,089.62
EXPENDITURES
Current
Police department 1,042,787.52 1,042,787.52
. , Public works 369,258.41 26,631.11 385,889.52
ﬁ : Health and safety 12,858.26 12,858.26
Administration ) 405,501.33 405,501.33
Community center and
recreation 111,542.89 111,542.89
i Capital outlay ‘
Administration 14,400.00 14,400.00
Police department ‘ 60,386.87 60,386.87
' Public works 53,934.38 53,934.38
Recreation 5,794.00 5,794.00
. Debt repayment
t Police department 25,208.10 17,402.62 42,610.72
Administration 110,000.00 110,000.00
Total Expenditures 2,157,737.38 97,968.11 2,255,705.49
EXCESS OF REVENUES OVER
EXPENDITURES 147,449.92 86,934.21 234,384.13
OTHER FINANCING SOURCES (USES)
Transfers Out (143,957.39) (143,957.39)
Transfers In 89,194.40 89,194.40
FUND BALANCE AT BEGINNING OF YEAR 191,634.09 226,265.43 417,899.52
FUND BALANCE AT END OF YEAR 284 ,321.02 313,195.64 597,520.66

See notes to financial statements.
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CITY OF HILLVIEW, KENTUCKY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF ACTIVITIES

JUNE 30, 2013

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the
Statement of Activities differs from the amounts
reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances because:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the costs of
those assets are allocated over their estimated useful
lives as depreciation expense or are allocated to the
appropriate functional expense when the cost is below
the capitalization threshold. This activity is
reconciled as follows:

Cost of assets capitalized
Depreciation/amortization expense

Long-~-term loans are reported as other financing sources
when made and as expenditures when repaid in the
governmental funds. This amount represents the change
in the long-term loans payable.

Net Change in Net Posgition of Governmental Activities

See notes to financial statements.

179,621.14

134,515.25
(171,419.84)

63,416.32

—206,132.87
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CITY OF HILLVIEW, KENTUCKY
STATEMENT OF NET POSITION
PROPRIETARY FUND

JUNE 30, 2013

Business-type Activities
Enterprise Fund

Sewer
ASSETS
Current Assets .00
Total Current Assets .00
ﬁ Non-Current Assets
Capital Assets
Sewer system 1,700,000.00
! Accunmulated depreciation 435,625.00
Total Capital Assets Net of Accumulated
Depreciation 1,264,375.00
f Total Non-Current Assets 1,264,375.00
Total Assets 1,264,375.00
LIABILITIES
Current Liabilities Payable from Unrestricted Assets
: Accrued interest .00
ﬁ Bonds payable - current 100,000.00
Total Current Liabilities Payable from
Unrestricted Assets 100,000.00
s Non-Current Liabilities
Bonds, payable from unrestricted assets 1,005,000.00
Total Non-Current Liabilities 1,005,000.00
o Total Liabilities 1,105,000.00
NET POSITION
Invested in capital assets, net of related debt 159,375.00
Unrestricted .00
Total Net Position 159,375.00
Total Liabilities and Net Position 1,264,375.00

See notes to financial statements.



CITY OF HILLVIEW, KENTUCKY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND

FOR THE YEAR ENDED JUNE 30, 2013

Buginess-type Activities
Enterprise Fund

Sewer

OPERATING REVENUES
Sewer service .00
Total Operating Revenues .00

OPERATING EXPENSES
Miscellaneous 100.00
Insurance 3,369.89
Depreciation 42,500.00
Total Operating Expenses 45,969.89
OPERATING 1.OSS (45,969.89)

NONOPERATING REVENUES (EXPENSES)

Prologis Shortfall Forgiveness 415,142.91
Amortization ' (35,685.55)
Interest expense (40,487.50)
Total Nonoperating Net Income 338,969.86
Income before operating transfers o 292;999.97
TRANSFERS IN 143,957.39
CHANGE IN NET POSITION ‘ 436,957.36
TOTAL NET POSITION, JULY 1 (277,582.36)
TOTAL NET POSITION, JUNE 30 ‘ : 159,375.00

See notes to financial statements.
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CITY OF HILLVIEW, KENTUCKY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND

FOR THE YEAR ENDED JUNE 30, 2013

Cash Flows from Operating Activities:
Cash received from customers
Cash payments to suppliers
Net Cash Used by Operating Activities

Cash Flows from Noncapital Financial Activities:
Operating transfers in
Net Cash Provided by Noncapital
Financing Activities

Cash Flows from Capital and Related
Financing Activities:
Repayment of long-term debt
Interest payment long-term debt
Net Cash Used by Capital and Related
Financing Activities

. Net Increase (Decrease) in Cash

Cash, July 1
Cash, June 30

Reconciliation of operating loss to net cash
used by operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash used by operating activities:
Depreciation
Total Adjustments

Net Cash Used by Operating Activities

See notes to financial statements.

Business-type Activities
Enterprise Fund

Sewer

.00

(3,469,

89)

(3,469.

143,957.

89)

39

143,957.

(100, 000.
(40,487.

39

(140,487.

.00
.00

.00

(45,969.

42,500.

89)

00

42,500.

00

(3,469,

89)

21



CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Hillview conform to accounting principles
generally accepted in the United States of America as applicable to governments.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for governmental accounting and financial reporting principles. The City has
implemented GASB Statements No. 34, 54 and 65 and these statements are presented
according to those requirements. The following is a summary of the significant
policies.

Basic Financial Statementg

In accordance with GASB Statement No. 34 - Basgic 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 Assets and Statement of
Activities) report on the City as a whole, no component unit entities exist.
Government activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. All activities, both
governmental and business-type, are reported in the government-wide £inancial
statements using the economic resources measurement focus and the accrual basis of
accounting, which includes long-term agsets as well as long-term debt and
obligations. The government-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.

The government-wide Statement of Net Position reports all financial and capital
resources of the City. It is displayed in a format of assets lessg liabilities equals
net posgition, with the assets and liabilities shown in order of their relative
liguidity. Net position is required to be displayed in three components: 1) invested
in capital assets, net of related debt, 2) restricted, and 3) unrestricted. Invested
in capital assets, net of related debt is capital assets net of accumulated
depreciation and reduced by outstanding balances of any bonds, mortgages, notes or
other borrowings 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 a purpose for which both restricted and unrestricted net assets are
available.

The government-wide Statement of Activities demonstrates the degree to which both
direct and indirect expenses of the various functions and programs of the City are
offset by program revenues. Direct expenses are those that are clearly identifiable
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

with a specific function or identifiable activity. Program revenues include: 1)
charges to customers or users who purchase, use or directly benefit from goods,
services or privileges provided by a particular function or 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. The general revenues support the net costs of the
functions and programs not covered by program revenues.

Also, part of the basic financial statements are financial statements for
governmental funds and 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 major 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 Special Revenue Fund accounts for the financial resources provided
by the State of Kentucky through its Municipal Road Aid and Local
Government Economic Assistance Funds. These funds are earmarked for
maintenance, rehabilitation, or improvements of public streets and
public safety.

The City reports the following major enterprise fund:

The Sewer Fund accounts for the operation of the City’s waste water
treatment facility, which renders services on a user charge basis

to businesses located in Hillview. During a prior fiscal year the
Bullitt County Sewer District took over operations of the facility.

The City is still responsible for the payments of principal and interest
of the bonds and for the insurance on the plant and equipment.

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. The modifications are outlined below:

A. Revenue is recorded when it becomes both measurable and available
(received within 60 days after vyear-end). Revenue considered
susceptible to accrual includes: property taxes, intergovernmental
revenues {(including wmotor vehicle license fees), and municipal road
aid funds.
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CITY OF HILLVIEW, XENTUCKY
NOTES TO FINANCIAL STATEMENTS
June 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Expenditures are recorded when the related fund liability is
incurred. Interest on general long-term debt is recorded as a fund
liability when due.

C. Disbursements for the purchase of capital assets providing future
benefits are considered expenditures. Bond proceeds are reported
as an other financial source.

With this measurement focus, operating statements present increases and decreases
in net current assets and unreserved fund balances as a measure of available
spendable 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 expenditures conform to the annual budgetf. Since the governmental funds
financial statements are presented on a different basis than the governmental
activities column of the government-wide financial statements, a 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.

The proprietary fund’s financial statements are prepared on the same bagis (economic
resources measurement focus and accrual basis of accounting) as the government-wide
financial statements. Therefore, most lines for the total enterprise funds on the
proprietary funds financial statements will directly reconcile to the business-type
activities column on the government-wide financial statements.

Enterprise funds account for operations where the intent of the City is that the
costs of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges. Under GASB Statement No. 34,
enterprise funds are also required for any activity whose principal revenue sources
meet any of the following criteria: 1) any activity that has issued debt backed
solely by the fees and charges of the activity, 2) if the cost of providing services
for an activity, including capital costs such as depreciation or debt service, must
legally be recovered through fees and charges, or 3) it is the policy of the City
to establish activity fees or charges to recover the cost of providing services,
including capital costs.

On the proprietary fund’'s financial statements, operating revenues are those that
flow directly from the operations of the activity, i.e. charges to customers or users
who purchase or use the goods or services of that activity. Operating expenses are
those that are incurred to provide those goods or services. Non-operating revenues
and expenses are items such as investment income and interest expense that are not
a result of the direct operations of the activity.
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1 - SUMMARY OF STIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The City has decided to early implement the provisions of GASB Statement No. 65 and
as a result has written off the unamortized costs of bond issuances and bond
discounts. The general fund expensed $46,438.84 and the proprietary fund expensed
$25,557.33 of unamortized costs.

Budgets
The City has ordained for itself a number of prescribed practices regarding the

development of a budget, and for amending the budget once it is accepted by the
governing body of the City. An annual budget is required by Kentucky Revised
Statutes that, once accepted by the City’s governing body, becomes the legal boundary
of that government’s appropriations and expenditures for that year. The City’s
annual budget conforms to generally accepted accounting principles. The budget was
amended by an ordinance during the year.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles require management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Capital Assets

Under GASB Statement No. 34, all capital assets, whether owned by governmental
activities or business-type activities, are recorded and depreciated in the
government-wide financial statements. No long-term capital assets or depreciation
are shown in the governmental funds financial statements.

Capital assets are recorded at cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at the estimated fair market value
at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the
assets 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 outlays for capital assets and improvements are capitalized as the projects
are constructed. Interest incurred during the construction phase of projects is
reflected in the capitalized value of the asset constructed for proprietary funds.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Buildings, structures and improvements 10 to 40 years
Sewer plant 40 years
Machinery and equipment 5 to 7 years

The City does not have a formal capitalization policy but has historically used
$2,000.00 as the capitalization threshold.
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CITY OF HILLVIEW, KXENTUCKY
NOTES TO FINANCIAL STATEMENTS

JUNE 30,

NOTE 1 -

2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Governmental Activities

Buildings

Machinery and equipment

Land

Business Type Activities

Sewer plant

Balance Acquisitions Deletions Balance Accumulated
July 1, 2012 June 30, 2013 Depreciation
1,476,344.37 14,400.00 1,490,744.37 337,980.00
1,346,802.51 120,115.25 1,466,917.76 1,139,593.00
1,082,085.04 1,092,089.04 .00
1,700,000.00 1,700,000.00 435,625.00
5,615,235.92 134,515.25 .00 5,749,751.17 1,5913,198.00

Depreciation expense for the year was charged to functions/programs of the primary government
as follows:

Administration $ 47,840.00
Public Safety 47,439.00
Public Works 24,149.00
Community Center/Recreation 5,553.00
Health and Safety .00

Waste Water Treatment Facility 42,500.00

167,481.00

Total accumulated depreciation for all prior periods was $1,745,717.00.

Property Tax

Property is assessed as of January 1. Taxes were levied on October 1, 2012 and are payable
by December 31. City real property tax revenues are recognized when levied. BAny real
property tax unpaid at June 30 or 60 days thereafter is deemed uncollectible for financial
reporting purposes. The City has liens on these properties to secure payment of these
taxes. The assessed value of City real property was $467,051,247 and the tax rate was 11.63
cents per hundred dollars of assessed value. Any unpaid 2012 real property taxes were sold
to a collection agency at the May 20, 2013 council meeting and payment was received in June,
2013.

NOTE 2 - SCHEDULE OF CASH
Fund Financial Institution Balance Insured Uncollateralized
General PBI Bank 85,934.89 FDIC
General PBI Bank 2,299.85 FDIC
General Park Federal Credit Union 23,362.84 FDIC
General Park Federal Credit Union 6,071.08 FDIC
General Park Federal Credit Union 9,455.53 FDIC
General Park Federal Credit Union 114,866.29 FDIC
General Park Federal Credit Union 36,348.29 FDIC
General PNC Bank 61,070.14 FDIC
General FPirst Capital Bank 5,006.29 FDIC
General First Capital Bank 25,084 .24 FDIC
General Park Federal Credit Union 1,000.07 FDIC
370,499.51
Special Revenue
LGEA PBI Bank 23,892.82 FDIC
Municipal Aid PBI Bank 248,483.47 FDIC
Muhicipal Aid PNC Bank 25,125.52 FDIC
Municipal Aid Park Federal Credit Union 26,215.15 FDIC
323,716.96
Petty Cash 800.00

695,016.47
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2 - SCHEDULE OF CASH (CONTINUED)

The City has not adopted a formal deposit and investment policy.

NOTE 3 - CONCENTRATION OF CREDIT RISK

The City has funds on deposit at various times during the year with one financial
institution in excess of the FDIC insgurance coverage.

NOTE 4 - RISK MANAGEMENT/CONTINGENCIES

The City is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. These risks are covered by various commercial insurance policies except
that the City does not insure all of its vehicles for colligion/comprehensive
coverage. There have been no significant reductions in insurance coverage from 2012
to 2013. Settlements, less deductibles, have not exceeded insurance coverage during
the past three years. The City’s attorney has advised that the City will not incur
any loss in excess of insurance deductibles as a result of any covered lawsuits
currently pending. The City of Hillview, as the result of a judicial ruling and a
jury trial, was determined to be in breach of contract and damages of 11.4 million
were assessed against the City. The City’s attorney has advised that the rulings
will be appealed. There is no insurance coverage available.

NOTE 5 - RETIREMENT PLAN

The City of,HillView, Kentucky is a participating employer of the County Employees’
Retirement System (CERS). Under the provisions of Kentucky Revised Statute 61.645,
the Board of Trustees of Kentucky Retirement Systems administers the CERS.

The plan issues separate financial statements which may be obtained by request from
Kentucky Retirement Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description -~ CERS is a cost-sharing multiple-employer defined benefit pension
plan that covers substantially all regular full-time members employed in positions
of each participating county, city, and school board, and any additional eligible
local agencies electing to participate in the System. The plan provides for
retirement, disability, and death benefits to plan members. Retirement benefits may
be extended to beneficiaries of plan members under certain circumstances. Cost-of-
living (COLA) adjustments are provided at the discretion of state legislature.

Contributions - For the year ended June 30, 2013, plan members were required to
contribute 5.00% of wages for non-hazardous job classifications and 8.00% for
hazardous job classifications. Participating employers were required to contribute
at an actuarially determined rate. Per Kentucky Revised Statute Section 61.565(3),
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 5 - RETIREMENT PLAN (CONTINUED)

normal contribution and past service contribution rates shall be determined by the
Board on the basis of an annual valuation last proceeding the July 1 of a new
biennium. The Board may amend contribution rates as of the first day of July of the
second year of a biennium, if it is determined on the basis of a subsequent actuarial
valuation that amended contributions rates are necessary to satisfy requirements
determined in accordance with actuarial basis adopted by the Board. For the year
ended June 30, 2013, participating employers contributed 19.55% of each non-hazardous
employee’s wages and 37.60% of each hazardous employee’s wages, which is equal to
the actuarially determined rate set by the Board. Administrative costs of Kentucky
Retirement Systems are financed through employer contributions and investment
earnings.

The reguired contribution (employee and employer) and the actual percentage
contributed for the City for the current and previous two years are as follows:

Required Percentage
Year Contribution Contributed
2013 ] 274,049 100%
2012 s 223,292 100%
2011 3 239,236 100%

NOTE 6 - LONG TERM DEBT

; Waste Water Treatment Facility -
i On January 22, 2001 the City passed an ordinance authorizing the issuance of general
obligation bonds in the amount of $1,795,000. The proceeds of the bonds are to be
used to construct a waste water treatment facility. General obligation bonds are
backed by the full faith, credit and taxing power of the City. The City expects that
the revenue generated by the facility will be sufficient to retire the debt. The
debt has varying maturity dates from 1/15/03 to 1/15/22 with interest rates ranging
! from 4% to 4.75%. The developer of the property that will be served by the facility,
Pro Logis Development Servicesg, Inc., has agreed to guarantee payments on the General
Obligation Bonds until new revenues generated from taxes collected as a result of
" the development are sufficient to service the debt. The City is obligated to repay
the developer for any payments made during the period within the first four years
following the Bond closing. The developer has paid, and the City is obligated to
repay, $415,142.91 as of June 30, 2005. Management has determined this amount will
not have to be repaid and this amount has been treated as forgiveness of indebtedness
income. All future payments after June 30, 2005 will not have to be repaid by the
City to the developer. As of January 1, 2008 the City will have to make the full
payment on the bonds since tax revenues generated from the development are sufficient
to service the debt.

B

The City Council on June 28, 2010 passed Ordinance No. 2010-08 which provides for
the refinancing of these bonds at a lower interest rate. The new payment period will
be twelve years with an interest rate that varies from 1% to 3% over the term of the
loan. The bonds were issued on August 31, 2010 and the original bonds were paid off
and the total of the new bond issue is $1,390,00.00. The balance due on the bond
igsue at June 30, 2013 was $1,105,000.00.
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 6 - LONG TERM DEBT (CONTINUED)
. The following is a schedule of principal and interest requirements for the term of
the bonds:
Fiscal Year(s) Principal Interest to Maturity
6/30/14 100,000.00 26,325.00
6/30/15 105,000.00 24,825.00
6/30/16 105,000.00 23,250.00
6/30/17 105,000.00 21,150.00
~ Thereafter 690,000.00 71,932.00
i 1,105,000.00 167,482.00
Public Safety Vehicles ‘
1. The City borrowed money to acquire two new police cruisers during the year ended
g June 30, 2013. This loan was for $44,609.40 and is repayable in monthly

installments including interest of $817.61. The loan balance on June 30,
2013 was $37,749.13. Interest paid during the current fiscal year was
$1,544.83.

Maturities for the remaining terms are as follows:

6/30/14 8,528.51
6/30/15 8,853.88
- 6/30/16 9,191.67
ﬁ ' 6/30/17 - 9,542.34
6/30/18 1,632.73

2. The City borrowed money to acguire two new police cruisers during the year

i ended June 30, 2011. This loan was for $43,980.40 at 3.90% interest and is
repayable in monthly installments of $808.09 and is due July 14, 2016.
The balance of this loan was $27,408.27 on June 30, 2013. Interest paid

! during the current fiscal year was $1,249.72.

Principal maturities over the next three years are:

6/30/14 8,782.76
6/30/15 9,131.47
6/30/16 9,494.04
3. The City borrowed money to finance two police cruisers acquired during the

previous fiscal year. This loan was for $44,585.00 at 4.99% interest
payable in monthly installments of $841.33, principal and interest, for
gsixty months. The principal balance at June 30, 2013 was $41,073.03.
Interest paid during the current fiscal year was $779.68.
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 6 - LONG _TERM DEBT (CONTINUED)

Principal maturities over the term of the loan are as follows:

6/30/14 8,220.55
6/30/15 8,640.27
6/30/16 9,081.41
6/30/17 9,545.08
6/30/18 5,585.72

Public Safety Building Addition

The City borrowed money during a previous year to increase the size of the police
department building. The City borrowed $51,102.43 at an interest rate of 6.5%
repayable in 35 monthly payments of principal and interest of $326.13 and one final
installment on January 12, 2012 of the remaining balance. The balance of this loan
at June 30, 2012 was $48,941.80. The loan was refinanced during the previous fiscal
year at 5.69% for 36 months at $308.55 per month.  Interest paid during the current
fiscal year was $2,737.43. The principal balance at June 30, 2013 was $47,976.63.

Principal maturities over the term of this loan are as follows:

6/30/14 997.50
6/30/15 46,979.13

Government Center Acgquigition/Renovation and Ferguson Lane Property Refinance

The City closed on Kentucky Bond Corporation Financing Program Revenue Bonds 2010
Series A on August 25, 2010. The principal amount of the bonds were $1,785,000.00.
The bond proceeds, after deducting issuance costs of $56,474.54, were $1,733,832.26.
The proceeds were used to pay off a lease obligation of $495,000.00, purchase the
land and building to be used for the government center for $1,000,000.00 and the
remaining amount of $238,832.26 will be used to renovate the government center
building. Interest rates vary from 1% to 4% over the term of the loan.

The bonds are general obligation bonds and are backed by the full faith credit and
taxing power of the City. The balance due on the bonds at June 30, 2013 was
$1,375,000.00. Interest paid during the current fiscal year was $49,056.22.

The following is a schedule of principal and interest requirements for the term of
the bonds:

Figcal Year(s) Principal Interest to Maturity
6/30/14 115,000.00 42,693.78
6/30/15 120,000.00 40,393.80
6/30/16 120,000.00 37,843.80
6/30/17 120,000.00 36,493.76
Thereafter 900,000.00 187,646.73
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CITY OF HILLVIEW, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 7 - FUND DISCLOSURES

Interfund Transfers
The general fund pays for all operating expenses of the special revenue fund and is
periodically (at least once a year) reimbursed based on either labor hours expended
or nature of expense incurred. The general fund was due $26,568.93 for the period
ended June 30, 2013.

Expenditures in Excess of Budget
The general government category of the general fund and the public works category

of the special revenue fund had expenditures in excess of budget. The general fund
and special revenue fund had adequate resources to cover the excess expenditures.

NOTE 8 - SUBSEQUENT EVENTS

Management hasg evaluated subsequent events through November 1, 2013 which is the date
the financial statements were available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL, STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council
City of Hillview, Kentucky

i We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial

I statements of the governmental activities, business-type activities, and each major fund of

E the City of Hillview, Kentucky, as of and for the year ended June 30, 2013, and the related

notes to the financial statements, which collectively comprise the City of Hillview,

Kentucky’s basic financial statements and have issued our report thereon dated November 1,

2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of

Hillview Kentucky'’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 City of Hillview, Kentucky’s internal control. Accordingly, we do
E not express an opinion on the effectiveness of the City of Hillview, Kentucky's internal

control.

m 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, vyet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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As part of obtaining reasonable assurance about whether the City of Hillview, Kentucky’s
financial statements are free of 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 instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards and which are described as follows:

Finding 2013-1: The City revised its occupational tax ordinance in a previous fiscal
year to provide that the tax is now collectible on business net profits. The City
has not fully enacted this part of the ordinance.

Response: The City does not intend to enforce all provisions of the ordinance at this
time.

Finding 2013-2: The City exceeded its budgeted appropriations in the general government
and municipal aid public works categories.

Response: City officials acknowledge that the budget ordinance was violated and that
budget ordinances in the future will be amended on a timely basis when required.

We noted certain other matters that we reported to management of City of Hillview,
Kentucky in a separate letter dated November 1, 2013.

City of Hillview, Kentucky’s Response to Findings :

City of Hillview, Kentucky'’'s response to the findings identified in our audit are
described previously. City of Hillview, Kentucky’'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 thig Report

" The purpose of this report is solely to describe the scope of our testing of internal

control and compliance and the result of that testing, and not to provide an cpinion 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

ismle for any other purpose. ‘
Hefisbn ] c§é{g£0¢&6aééi;

Certified Public Accountants
Louisville, Kentucky

November 1, 2013
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OTHER SUPPLEMENTARY INFORMATION
(UNAUDITED)




CITY OF HILLVIEW, KENTUCKY

GENERAIL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2013

Budgetary Fund Balance, July 1

Resources (Inflows):
Property taxes
Licenses and permits
Intergovernmental
Occupational taxes
Franchise taxes
Transfers in
Other
Amounts Available for Appropriation

Chaxrges to Appropriations (Outflows):
General government
public safety
Public works
Health and safety
Recreation services
Transfers out
Total Charges to Appropriations

Budgetary Fund Balance, June 30

See notes to financial statements.

Budgeted Amounts

Original

170,888.00

611,000.00
44,010.00
300,960.00
1,250,000.00
52,000.00
50,000.00

145,850.00
2,624,708.00

482,947.00
1,256,580.00
474,033.00
17,659.00
123,136.00

130,325.00
2,484,680.00

140,028.00

[
Variance with
Final Budget
Actual Positive
Final Amounts (Negative)
170,888.00 191,634.09 20,746.09
700,411.00 714,038.11 13,627.11
46,804.00 30,149.44 (16,654.56)
243,143.00 231,356.89 (11,786.11).
1,250,000.00 1,169,4590.72 (80,509.28)
48,408.00 52,203.93 3,795.93
102,642.00 89,194.40 (13,447.60)
49,333.00 107,948.21 58,615 21
2,611,629.00 2,586,015.79 (25,613.21)
505,084.00 529,901.33 (24,817.33)
1,160,380.00 1,128,382.48% 31,997.51
448,405.00 369,258.41 79,146.59
13,354.00 12,858.26 495 .74
119,015.00 117,336.89 1,678.11
134,328.00 143,857.39 (9,629.39)

2,380,566.00

2,301,694.77

231,063.00

284 ,321.02

78,871.23

53,258.02
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CITY OF HILLVIEW, KENTUCKY

SPECIAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2013

Budgetary Fund Balance, July 1

Resources {(Inflows):
Intergovernmental
Interest
Amounits Available for Appropriation

Charges to Appropriations (Outflows):
Current:
Public safety
Public works
Total Charges to Appropriations

Budgetary Fund Balance, June 30

See notes to financial statements.

Budgeted Amounts

Original

97,866.00

158,000.00

1,120.00

257,986.00

38,862.00

151,500.00
190,362.00

67,624.00

Final

97,866.00

176,700.00
706.00
275,272.00

17,403.00

__58,142.00

75,545.00

—192,727.00

Actual
Amounts

226,265.43

183,865.27

1,033.05

411,167.75

17,402.62
80,565.49

_97,968.11

313,199.64

Variance with
Final Budget
Positive

(Negative)
128,399.43
7,169.27

327.05
135,895.75

) .38

(22,423.49)
(22,423.11)

113,472 .64
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