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Welch &J Company, CPAs, PSC 
101 Wind Haven Drive, Suite 101 

Nicholasville, Kentucky 40356 

INDEPENDENT AUDITOR'S REPORT 

To the City Council 
City of Jenkins, Kentucky 

We have audited the accompanying financial statements of the 
governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of 
City of Jenkins, Kentucky, as of and for the year ended June 
30, 2016, 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 
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. 

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 to 
financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those 
standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements 
are free 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 opinion. An audit also 
includes evaluating the appropriateness of accounting policies 
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 obtained is 
sufficient and appropriate to provide a basis for our audit 
opinions. 

Wel.ch-& Comp~J CPA~ PSC 

Welch & Company, CPAs, PSC 
Nicholasville, Kentucky 
November 17, 2016 
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Opinions 

In our opinion, the financial statements referred to above 
present fairly, in all material respects, the respective financial 
position of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund 
information of the City of Jenkins, Kentucky, as of June 30, 
2016, and the respective changes in financial position and, 
where applicable, cash flows thereoffor the year then ended in 
accordance with accounting principles generally accepted in 
the United States of America. 

Other Matters 

Required Supplementary Information 

Management has omitted management's discussion and 
analysis that accounting principles generally accepted in the 
United States of America require to be presented to 
supplement the basic financial statements. Such missing 
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. 
Our opinion on the basic financial statements is not affected 
by this missing information. 

Accounting principles generally accepted in the United States 
of America require that the budgetary comparison information 
on pages 24-27 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 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. 



City of Jenkins 
Statement of Net Assets 

June 30 2016 

Governmental Business-type 

Activities Activities Total 

ASSETS 
Current Assets: 

Cash, including time deposits $ 65,156 $ 83,209 $ 148,365 
Restricted cash 0 0 0 
Accounts receivable, net 18,199 84,317 102,516 

Total current assets 83,355 167,526 250,881 

Noncurrent Assets: 
Capital assets (net) 2,756,988 17,369,505 20,126,493 

Total Assets 2,840,343 17,537,031 20,377,374 

LIABILITIES 
Current Liabilities: 

Accounts payable 16,270 11,597 27,867 
Payroll related liabilities 35,884 22,919 58,803 
Notes payable 68,571 1,401,217 1,469,788 '-

Total current liabilities 120,725 1,435,733 1,556,458 

Noncurrent Liabilities: 
Water deposits 0 62,405 62,405 
Notes payable 625,273 1,431,027 2,056,300 

Total noncurrent liabilities 625,273 1,493,432 2,118,705 

Total Liabilities 745,998 2,929,165 3,675,163 

NET ASSETS 
Invested in capital assets, net of related debt 2,063,144 14,537,261 16,600,405 
Restricted 0 0 0 
Unrestricted 31,201 70,605 101,806 

Total Net Assets $2,094,345 $ 14,607,866 $ 16,702,211 

L 

See accompanying notes to the basic financial statements. 
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City of Jenkins 
Statement of Activities 

r Year Ended June 30, 2016 

Program Revenues 
Operating Net 

r Charges for Grants and capital Grants & (Expense)1 

FunctionsIPrograms Expenses Services Contributions Contributions Revenue 

r Governmental Activities: 
General government 624,479 a a a (624,479) 

Depreciation 46,268 a a a (46,268) 
Interest 4,550 a a a (4,550) 

r-: Public safety 170,662 a a a (170,662) 

L Depreciation 46,863 a a a (46,863) 
Interest 15,127 a a a (15,127) 

[ 
Transportation 97,134 (97,134) 

Streets-Depreciation 5,414 a a a (5,414) 
Streets-Interest 1,230 (1,230) 

Cultural and recreation 56,964 a a a (56,964) 

[ Depreciation 32,785 a a a (32,785) 
Interest 9,172 a a a (9,172) 

Community development 30,125 a a a ~30, 125} 

I Total governmental activities 1,140,773 a a a (1,140,773} 

l 
Business-type activities: 

l 
Water 899,313 478,350 a 1,023,185 602,222 
Sewer 453,195 295,624 a 439,653 282,082 
Solid waste 141,550 189,573 a a 48,023 

l Total business-type activities 1,494,058 963,547 a 1,462,838 932,327 

Total 2,634,831 963,547 a 1,462,838 ~208,446} 

~ Changes In Net Assets: Govemmental Business-type 

Activities Activities Total 

r Net (expense)/revenue $ ~1 ,140,773} $ 932,327 $ ~208,446} 
General revenues: 

Taxes: 

L 
Property 183,856 a 183,856 
Payroll 165,939 165,939 
Franchise and public service 189,838 a 189,838 
Insurance 103,780 a 103,780 

[ License and permits 14,767 a 14,767 
Intergovernmental 241,539 a 241,539 
Investment income 163 70 233 
Miscellaneous 82,818 a 82,818 

n Transfers a a a 

Total general revenues and transfers 982,700 70 982,770 

n Change in net assets (158,073) 932,397 774,324 
Net assets-beginning 2,252,418 13,675,469 15,927,887 

Q Net assets-ending $ 2,094,345 $ 14,607,866 $ 16,702,211 

n See accompanying notes to the basic financial statements. 
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Assets 
Cash and cash equivalents 
Investments 
Receivables, net 

Total assets 

liabilities and Fund Balances 
Uabilities: 

Payroll liabilities 
Accounts payable 

Total Uabilities 

Fund balances: 
Reserved for: 

Assigned 
Unassigned 

Total fund balances 

City of Jenkins 
Balance Sheet 

Governmental Funds 
June 30,2016 

Municipal 
General Road 

Fund Aid 

$ 54,005 $ 7,388 $ 
0 0 

18,199 0 

$ 72,204 $ 7,388 $ 

$ 3,054 $ - $ 
o 16,270 

19,324 

o 
52,880 

52,880 

o 

o 
7,388 

7,388 

Total 
Govern-
mental 

L.G.EA Funds 

3,763 $ 65,156 
0 0 
0 18,199 

3,763 $ 83,355 

- $ 3,054 
o 16,270 

o 

o 
3,763 

3,763 

19,324 

o 
64,031 

64,031 

Total liabilities and fund balances $ 72,204 $ 7,388 $ 3,763 

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

Payroll related liabilities-Compensated absences 

Long-term liabilities are not due and payable in the current period and 
therefore, are not reported in the funds. 

Capital assets used in governmental activities are not financial resources and 
therefore are not reported in the funds, net of accumulated depreciation 
of$ 788,798 

Net assets of governmental activities 

See accompanying notes to the basic financial statements. 
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City of Jenkins 
Statement of Revenues, Expenditures, and Changes in Fund Balances 

~ 
Governmental Funds 

Year Ended June 30,2016 
Total 

Municipal Govem-r General Road mental 
Fund Aid L.G.E.A. Funds 

l 
Revenues 
Property taxes $ 183,856 $ - $ - $ 183,856 
Payroll taxes 165,939 0 0 165,939 
Franchise taxes 189,838 0 0 189,838 

I Insurance tax 103,780 0 0 103,780 
Licenses and permits 14,767 0 0 14,767 
Intergovernmental 134,210 43,856 63,473 241,539 

[ 
Proceeds from financing 130,000 0 0 130,000 
Investm~nt earnings 163 0 0 163 
Miscellaneous 82,818 0 0 82,818 

r Total revenues 1,005,371 43,856 63,473 1,112,700 

Expenditures 

r Current: 
General government 542,138 0 82,341 624,479 
Public Safety 170,662 0 0 170,662 
Road 47,626 49,508 0 97,134 r Parks and recreation 56,964 0 0 56,964 
Community development 30,125 0 0 30,125 

Debt service: 
Principal 155,739 0 0 155,739 
Interest and other charges 30,079 0 0 30,079 

Capital outlay 0 0 0 0 

n Total expenditures 1,033,333 49,508 82,341 1,165,182 

L 
Excess (deficiency) of revenues over 

n 
expenditures (27,962) (5,652) (18,868) (52,482) 

Other Financing Sources (Uses) 
Transfers in 0 0 0 0 

n Transfers out 0 0 0 0 
Grants 0 0 0 0 

Total other financing sources and uses 0 0 0 0 
0 

Net Change in Fund Balances (27,962) (5,652) (18,868) (52,482) 

0 Fund Balances-beginning 80,842 13,040 22,631 116,513 

Fund Balances-Ending $ 52,880 $ 7,388 $ 3,763 $ 64,031 

Q 

G 
[ See accompanying notes to the basic financial statements. 
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City of Jenkins 
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances­

Governmental Funds to the Statement of Activities 
Year Ended June 30, 2016 

Reconciliation of the change in fund balances-total governmental funds 
to the change in net assets of governmental activities: 

Net change in fund balances-total governmental funds 

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

Governmental funds report capital outlay as expenditures while governmental 
activities report depreciation expense to allocate those expenditures over 
the life of the assets: 

Payments on long term debt 
Proceeds from financing 
Capital asset purchases capitalized 
Depreciation expense 

Change in Net Assets of Governmental Activities 

See accompaning notes to the basic financial statements. 
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City of Jenkins 
Statement of Net Assets 

Proprietary Funds 
June 30, 2016 

Ente~rise Funds 
Solid 

Water Sewer Waste 

Assets 
Current assets: 

Cash and cash equivalents $ 48,704 $ 34,505 $ -
Investments 0 0 0 
Restricted cash 0 0 0 
Receivables, net 41,503 26,771 16,043 
Other current assets 0 0 0 

Total current assets 90,207 61,276 16,043 
Noncurrent assets: 

Capital assets: 
Land and improvements 1,480,108 110,500 0 
Distribution and collection systems 15,367,288 8,597,597 0 
Buildings and equipment 0 149,386 278,020 

Less accumulated depreciation (3,874,205) (4,613,095) (126,094) 

Total noncurrent assets 12,973,191 4,2441388 151,926 

Total assets 13,063,398 4,3051664 167,969 

Liabilities 
Current liabilities 

Accounts payable 5,069 1,863 4,665 
Accrued compensated leave 11,381 8,336 3,202 
Bonds, notes, and loans payable 1,379,132 10,000 12,085 

Total current liabilities 1,395,582 20,199 19,952 
Noncurrent liabilities: 

Water deposits 62,405 0 0 
Bonds, notes, and loans payable 838,500 577,000 15,527 

Total noncurrent liabilities 900,905 5771000 15,527 

Total liabilities 2,296,487 5971199 35,479 

Net Assets 
Invested in capital assets, net of related debt 10,755,559 3,657,388 124,314 
Restricted(nonexpendable) 0 0 0 
Unrestricted 11,352 51,077 8,176 

Total net assets $ 10,766,911 $3,708,465 $ 132,490 

See accompanying notes to the basic financial statements. 
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Totals 

$ 83,209 

84,317 

167,526 

1,590,608 
23,964,885 

427,406 
(8,613,394) 

17,3691505 

17,5371031 

11,597 
22,919 

1,401,217 

1,435,733 

62,405 
1,431,027 

1,493,432 

219291165 

14,537,261 
0 

70,605 

$ 14,607,866 



City of Jenkins L 
Statement of Revenues, Expenses, and Changes In Fund Net Assets 

Proprietary Funds 
Year Ended June 30, 2016 

Ente!Erise Funds 
Solid 

Water Sewer Waste Totals 
Operating revenues: 

Charges for services $ 424,281 $ 295,624 $ 189,573 $ 909,478 
Miscellaneous 54,069 0 0 54,069 

Total operating revenues 478,350 295,624 189,573 963,547 

Operating expenses: 
Cost of goods sold 110,764 49,734 54,846 215,344 
Personal services 223,116 136,678 41,076 400,870 
Materials and supplies 16,577 2,586 10,659 29,822 
Other services and charges 144,248 63,511 25,633 233,392 
Depreciation 362,220 200,686 9,336 572,242 L.... 

Total operating expenses 856,925 453,195 141,550 1,451,670 

Net operating income {378.575l {157.571 l 48.023 {488.123l 

Nonoperating revenue (expense): 
Investment income 63 7 0 70 
Interest expense (42,388) 0 0 (42,388) 
Grant and Intergovernmental 1,023,185 439,653 0 1,462.838 

Total nonoperating revenue (expense) 980,860 439.660 0 1,420,520 

Net Income before contributions and transfers 602,285 282,089 48,023 932,397 
Insurance proceeds 0 0 0 0 
Operating transfers in (out) 587,000 {587.000l 0 0 L.. 

Net income 1,189,285 (304,911) 48,023 932,397 

Net assets-beginning of year 9,577,626 4,013,376 84,467 13,675,469 

Net assets-end of year $ 10,766.911 $3.708.465 $ 132.490 $14.607.866 

L 

L 

See accompanying notes to the basic financial statements. 
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City of Jenkins 
Statement of Cash Flows 

l. 
Proprietary Funds 

Year Ended June 30, 2016 

Ente!Erise Funds 

[ Solid 
Water Sewer Waste Totals 

CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from customers $ 479,260 $ 299,387 $ 184,900 $ 963,547 

n Payments to suppliers (271,589) (115,831 ) (91,138) (478,558) 
Payments to employees (223,116) (136,678) (41,076) (400,870) 
Other 0 0 0 0 

n Net cash provided (used) by operating activities {15,445l 46,878 52,686 84,119 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 

n Transfers (to) from other funds 587,000 {587,OOOl 0 0 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES 

n 
Grant receipts 1,023,185 439,653 0 1,462,838 
Loan proceeds 865,737 0 0 865,737 
Insurance proceeds 0 0 0 
Water deposits 2,780 0 0 2,780 

C 
Fixed asset additions (2,358,639) (719,532) 0 (3,078,171 ) 
Principal paid on capital debt (34,734) (10,000) (11,793) (56,527) 
Interest paid on capital debt {42,388l 0 0 {42,388l 

n Net cash provided (used) by capital and related 
financing activities {544,059l {289,879l p1.793l {845,731 l 

CASH FLOWS FROM INVESTING ACTIVITIES 

n Interest 63 7 70 

Net increase (decrease) in cash and cash equivalents 27,559 (829,994) 40,893 (761,542) 

Q Balances-beginning of year 21,145 864,499 {40,893l 844,751 

Balances-end of year $ 48,704 $ 34,505 $ - $ 83,209 

n Cash, including time deposits 48,704 34,505 0 83,209 
Restricted cash, including time deposits 0 0 0 0 

n Total cash and cash equivalents, end of year $ 48,704 $ 34,505 $ - $ 83,209 

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET 
CASH PROVIDED (USED) BY OPERATING ACTIVITIES 

n Operating income (loss) $ (378,575) $ (157,571) $ 48,023 $ (488,123) 
Adjustments: 

Depreciation expense 362,220 200,686 9,336 572,242 
Change in assets and liabilities: 

[: Change in accounts receivable 910 3,763 (4,673) 0 
Change in accounts payable 0 0 0 0 
Change in compensated leave 0 0 0 0 

n Net cash provided (used) by operating activities $ (15,445l $ 46,878 $ 52,686 $ 84,119 

n 
r See accompanying notes to the basic financial statements. 
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City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNnNG POLICIES 

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

1.A. FINANCIAL REPORTING ENTITY 

The City's financial reporting entity comprises the following: 

Primary Government: City of Jenkins, Kentucky 

Enterprise Funds: Jenkins Water Fund 
Jenkins Sewer Fund 
Jenkins Solid Waste 

In determining the financial reporting entity, the City complies with the provisions of GASB 
Statement No. 14, "The Financial Reporting Entity," and Includes all component units of which 
the City appOinted a voting majority of the units' board; the City Is either able to Impose Its will 
on the unit or a financial benefit or burden relationship exists. 

Jenkins Water Created to finance, develop, and operate the Enterprise Fund 
water activities. The current City Council 
serves as entire governing body. Any 
Issuances of debt would require the approval of 
the City Council. 

Jenkins Sewer Created to finance, develop, and operate the Enterprise Fund 
sewer activities. The current City Council 
serves as entire governing body. Any 
Issuances of debt would require the approval of 
the City Council. 

Jenkins Solid Waste Created to finance, develop, and operate the Enterprise Fund 
Collection of solid waste activities. The current City 
Council serves as entire governing body. Any 
Issuances of debt would require the approval of 
the City Council. 

10 
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1.B. BASIS OF PRESENTATION 

City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Government-wide Financial Statements: 

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

Fund Financial Statements: 

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

a. Total assets, liabilities, revenues, or expenditures/expenses of that Individual 
governmental or enterprise fund are at least 10 percent of the corresponding total for 
all funds of that category or type; and 

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual 
governmental fund or enterprise fund are at least 5 percent of the corresponding total 
for all governmental and enterprise funds combined. 

The funds of the financial reporting entity are described below: 

Government Funds 

General Fund 

The General Fund is the primary operating fund of the City and always classified as a major 
fund. It is used to account for all activities except those legally or administratively required to 
be accounted for in other funds. 

Municipal Road Aid 

The Municipal Road Aid Fund Is used to account for the proceeds of specific revenue sources that 
are legally restricted to expenditures for certain purposes. 

L.G.E.A. Fund 

The L.G.E.A. Fund is used to account for the proceeds of speCific revenue sources that are 
legally restricted to expenditures for certain purposes. 

11 



Proprietary Fund 

Enterprise Fund 

City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Enterprise funds are used to account for business-like activities provided to the general public. 
These activities are financed primarily by user charges and the measurement of financial activity 
focuses on net Income measurement Similar to the private sector. The reporting entity includes 
the Jenkins Water and Sewer Enterprise Funds and the Jenkins Solid Waste Enterprise Fund. 

Major and Nonmajor Funds 

The funds are further classified as major or nonmajor as follows: 

Fund 
Major: 
General 

Special Revenue 

Brief Description 

See above for description 

Accounts for revenues and expenditures of funds allocated for 
street improvements (Municipal Road Aid). 

I.C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 

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

Measurement Focus 

On the government-wide Statement of Net Assets and the Statement of Activities, both 
governmental and bUSiness-like activities are presented using the economic resources 
measurement focus as defined in item b. below. 

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

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

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

c. Agency funds are not involved In the measurement of results of operations; therefore, 
measurement focus is not applicable to them. 

12 
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Basis of Accounting 

City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

In the government-wide Statement of Net Assets and Statement of Activities, both 
governmental and business-like activities are presented using the accrual basis of accounting. 
Under the accrual basis of accounting, revenues are recognized when earned and expenses are 
recorded when the liability is Incurred or economic asset used. Revenues, expenses, gains, 
losses, assets, and liabilities resulting from exchange and exchange-like transactions are 
recognized when the exchange takes place. 

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

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

1.D. ASSETS, LIABILITIES, AND EQUITY 

Cash and Investments 

For the Statement of Net Assets, "cash, Including time deposits" Includes all demand, savings 
accounts, and certificates of deposits of the City. For the proprietary fund Statement of Cash 
Flows, "cash and cash equivalents" Include all demand and savings accounts, and certificates of 
deposit or short-term Investments with an original maturity of three months or less. 

Investments are limited to Certificate of Deposits In local banks. 

Interfund Receivables and Payables 

During operations, numerous transactions occur between Individual funds that may result In 
amounts owed between funds. Those related to goods and services type transactions are 
classified as "due to and from other funds." Short-term Interfund loans are reported as 
"interfund receivables and payables." Long-term Interfund loans (noncurrent portion) are 
reported as "advances from and to other funds." Interfund receivables and payables between 
funds within governmental activities are eliminated In the Statement of Net Assets. 

Receivables 

In the government-wide statements, receivables consist of all revenues earned at year-end and 
not yet received. Allowances for uncollectible accounts receivable are based upon historical 
trends and the periodic aging of accounts receivable. Major receivable balances for the 
governmental activities Include property taxes, franchise taxes, and grants. Business-type 
activities report utilities and interest earnings as their major receivables. 

In the fund financial statements, material receivables In governmental funds Include revenue 
accruals such as property tax, franchise tax, and grants and other Similar Intergovernmental 
revenues since they are usually both measurable and available. Nonexchange transactions 
collectible but not available are deferred In the fund financial statements In accordance with 
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City of Jenkins, Kentucky 
Notes To Financial statements 

June 30, 2016 

modified accrual, but not deferred In the government-wide financial statements In accordance 
with the accrual basis. Interest and Investment earnings are recorded when earned only If paid 
within 60 days since they would be considered both measurable and available. Proprietary fund 
material receivables consist of all revenues earned at year-end and not yet received. Utility 
accounts receivable and Interest earnings compose the majority of proprietary fund receivables. 
Allowances for uncollectible accounts receivable are based upon historical trends and the 
periodic aging of accounts receivable. 

Inventories 

The Jenkins Water and Sewer Funds maintain on hand quantities of supplies and materials. 
These supplies and materials are not considered material and a value has not been placed on 
the items. 

Fixed Assets 

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

Government-wide Statements 

In the government-wide financial statements, fixed assets are accounted for as capital assets. 
All fixed assets are valued at historical cost, or estimated historical cost If actual Is unavailable, 
except for donated fixed assets which are recorded at their estimated fair value at the date of 
donation. Estimated historical cost was used to value the majority of the assets acquired prior 
to December 31, 2005. 

The City has chosen not to value infrastructure assets acquired prior to June 30, 2004 In 
accordance with provisions for small cities. 

Depreciation of all exhaustible fixed assets Is recorded as an allocated expense In the Statement 
of Activities, with accumulated depreciation reflected In the Statement of Net Assets. 
Depreciation Is provided over the assets' estimated useful lives using the straight-line method of 
depreciation. The range of estimated useful lives by type of asset Is as follows: 

Buildings 
Improvements 
Machinery and eqUipment 
Utility system 
Infrastructure 

Fund Financial Statements 

25-50 years 
10-50 years 

3-20 years 
25-50 years 
25-50 years 

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

City of Jenkins, Kentucky 
Notes To Financial statements 

June 30, 2016 

Restricted assets include cash and investments of the proprietary fund that are legally restricted 
as to their use. The primary restricted assets are related to bond covenants and utility meter 
depOSits. 

Long-term Debt 

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

All long-term debt to be repaid from governmental and buSiness-type resources is reported as 
liabilities In the government-wide statements. The long-term debt consists of bonds payable. 

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

Compensated Leave 

The City grants all full-time employees vacation based on years of service. After one year the 
employee earns two weeks' vacation, after ten years three weeks, after fifteen years eighteen 
days. Each full-time employee on January 1st earns 48 hours of sick leave. 

Equity Classifications 

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

1. Invested In capital assets, net of related debt-Consists of capital assets including 
restricted capital assets, net of accumulated depreciation and reduced by the outstanding 
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the 
acquisition, construction, or Improvement of those assets. 

2. Restricted net assets-Consists of net assets with constraints placed on the use either by: 
external groups such as creditors, grantors, contributors, or laws or regulations of other 
governments; or law through constitutional provisions or enabling legislation. 

3. Unrestricted net assets-All other net assets that do not meet the definition of "restricted" or 
"Invested in capital assets, net of related debt." 

Fund Statements 

Proprietary fund equity Is claSSified the same as In the government-wide statements, as of 
June 30, 2016 the proprietary funds had restricted Net Assets of $-0- to fund future construction 
costs. This amount Is not available for ordinary use. 

Fund Balance Classification: The governmental fund financial statements present fund balances 
based on claSSifications that comprise a hierarchy that is based primarily on the extent to which 
the City Is bound to honor constraints on the specific purposes for which amounts In the 
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City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

respective governmental funds can be spent. The classifications used in the governmental fund 
financial statements are as follows: 

• NonsDendable: This classification Includes amounts that cannot be spent because they are either 
(a) not In spendable form or (b) are legally or contractually required to be maintained Intact. 

• Restricted: This classification Includes amounts for which constraints have been placed on the use 
of the resources either (a) externally imposed by creditors (such as through a debt covenant), 
grantors, contributors, or laws or regulations of other governments, or (b) Imposed by law through 
constitutional provisions or enabling legislation. 

• Committed: This classification Includes amounts that can be used only for speCific purposes 
pursuant to constraints Imposed by formal action of the City Council. These amounts cannot be 
used for any other purpose unless the City Council removes or changes the speCified use by taking '-
the same type of action (ordinance or resolution) that was employed when the funds were Initially 
committed. r 

• Assigned: This classification includes amounts that are constrained by the City's Intent to be used 
for a specific purpose but are neither restricted nor committed. This intent can be expressed by the 
City Council or through the City Council delegating this responsibility to the Mayor through the 
budgetary process. 

• Unassigned: This classification Includes the residual fund balance for the General Fund. The 
Unassigned claSSification also includes negative residual fund balance of any other governmental 
fund that cannot be eliminated by offsetting of Assigned fund balance amounts. 

The City would typically use Restricted fund balances first, followed by Committed resources, and 
then Assigned resources, as appropriate opportunities arise, but reserves the right to selectively 
spend Unassigned resources first to defer the use of these other classified funds. 

1.E. REVENUES, EXPENDITURES, AND EXPENSES 

Property Tax 

Under State law, municipalities are limited In their ability to levy a property tax. Property taxes 
are levied on October 1, based on assessments as of January 1, of the current year, and are due 
and payable on or before December 31, of the current year. All unpaid taxes become delinquent 
on January 1, of the following year. In the fund financial statements, property taxes are 
recorded as revenue In the period levied to the extent they are collected within 60 days of year­
end. 

Insurance Premium Tax 

The City levies a tax on Insurance premiums for property damage insurance written within the 
City limits. The City uses the tax to supplement the fire department. 

Operating Revenues and Expenses 

Operating revenues and expenses for proprietary funds are those that result from providing 
services and producing and delivering goods and/or services. It also Includes all revenue and 
expenses not related to capital and related finanCing, noncapltal finanCing, or investing 
activities. 

16 

L 

[ 



n 
[ 

n 

n 
n 

r 
[ 

r 
l 
C 

Expendituresl Expenses 

City of Jenkins, Kentucky 
Notes To Elnanclal Statements 

June 30, 2016 

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

In the fund financial statements, expenditures are classified as follows: 

Governmental Funds-By Character: Current (further classified by function) 
Debt Service 
Capital Outlay 

Proprietary Fund-By Operating and Nonoperating 

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

Stewardship, Compliance, and Accountability 

The City Treasurer and Mayor prepare the budget for the current fiscal year. The budget is 
presented to the Council In the form of an ordinance and must comply with all requirements of 
an ordinance. The budget contains a detail of the expected revenue from all money for specific 
programs, functions, activities or objectives of the City. 

Interfund Transfers 

Permanent reallocation of resources between funds of the reporting entity is classified as 
Interfund transfers. For the purposes of the Statement of Activities, all Interfund transfers 
between individual governmental funds have been eliminated 

I.E. USE OE ESTIMATES 

The preparation of financial statements In conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures; accordingly, actual results 
could differ from those estimates. 

NOTE 2. DEPOSITS 

It is the City's objective for depOSits to be 100 percent secured by collateral valued at market or par, 
whichever is lower, less the amount of the Federal Deposit Insurance Corporation insurance. The City's 
policy is to confine all Investments to certificates of deposit. The table presented below is designed to 
disclose the level of custody credit risk assumed by the City based upon how its depOSits were insured 
or secured with collateral at June 30, 2016. The categories of credit risk are defined as follows: 

Category l-Insured by FDIC or collateralized with securities held by the City or by its agent In its 
name. 

Category 2-Unlnsured by collateralized with securities held by the pledging flnandal Institution's 
trust department or agent in the City's name. 
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City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Category 3-Uninsured and uncollaterallzed; or collateralized with securities held by the pledging 
financial Institution, or by its trust department or agent but not In the City's name; or 
collateralized with not written or approved collateral agreement. 

As of June 30, 2016, the City's deposits, $148,365, were Insured by the FDIC-Category 1 and 
Category 2. 

Note 3. ACCOUNTS RECEIVABLE 

Accounts receivable of the business-type activities consists of utilities receivable. Accounts receivable 
of the governmental activities consists of property tax. 

Governmental Business-Type 
Activities Activities 

Accounts receivable $ 18,199 $ 289,995 $ 
Allowance for doubtful accounts 0 (205,678) 

Net Accounts Receivable $ 18,199 $ 84,317 $ 

NOTE 4. CAPITAL ASSETS 

Capital asset activity for the year ended June 30, 2016, was as follows: 

Governmental activities: 
General $ 
less accumulated depreciation 

Balance at 
July 1, 2015 Additions 

3,677,116 $ 
(788,798) 

o $ 
(131,330) 

Disposals 

Totals 

308,194 
(205,678) 

102,516 

Balance At 
June 30, 2015 

0 $ 3,677,116 

0 (920,128) 

Net $ 2,888,318 $ 0 $ 2,756,988 (131,330) $ ____ ;... __ ..... ___ _ 

Buslness-~Re activities 
Land and improvements $ 1,590,608 $ 0 $ 0 $ 1,590,608 
Distribution and collection system 20,886,714 3,078,171 0 23,964,885 
Buildings and equipment 427,406 0 0 427,406 

Total 22,904,728 3,078,171 0 25,982,899 

Less accumulated depreciation (8,041,152) (572,242) 0 (8,613,394) 

Net $ 14,863,576 $ 2,505,929 $ 0 $ 17,369,505 
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NOTE 5. COMMITMENTS 

City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

The City maintains contractual relationships relating to services provided for the benefit of the City. 
These commitments Include annual contractual obligations for maintenance services. All contracts are 
current. 

NOTE 6. RELATED PARTY TRANSACTIONS 

There were no related party transactions. 

NOTE 7. DEFICIT OPERATING BALANCES 

There are no funds of the City that currently have a deficit fund balance. However, the following funds 
have operations that resulted In a current year defiCit of revenues over expenditures and a 
corresponding reduction of fund eqUity: 

General Fund 
Municipal Road Aid 
L.G.E.A. 
Sewer 

NOTE 8. LONG-TERM DEBT 

Governmental Funds 

Kentucky league of Cities: 
City Hall 

First State Bank Leasing 
Fire Truck 

1992 ladder truck 
Kansas State Bank 

Snow plow 
Police cruiser/Tahoe 

2016 Insurance loan 
Bond Issue 2012-C 
Bond Issue 2013-A 

Total 

$ 

$ 

June 30, 
2015 

107,996 

202,028 
24,729 

27,553 
31,971 

0 
162,916 
177,917 

735,110 

$ 

$ 

Additions 

0 

0 
0 

130,750 
0 
0 

130,750 
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$ 
$ 
$ 
$ 

$ 

$ 

(27,962) 
(5,652) 

(18,868) 
(304,911) 

Reductions 

4,958 $ 

11,627 
5,660 

7,194 
10,818 

119,676 
7,083 
5,000 

172,016 $ 

,. 

,. 

June 30, 
2016 

103,038 

190,401 
19,069 

20,359 
21,153 
11,074 

155,833 
172,917 

693,844 

$ 

$ 

Current 
Portion 

5,174 

12,441 
5,995 

7,567 
11,320 
11,074 
10,000 

5,000 

68,571 



City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Debt Service for the Years Ended June 30, 

Principal Interest 

2017 $ 68,571 $ 27,598 
2018 59,935 24,932 
2019 51,436 22,459 
2020 41,120 20,328 
2021 42,442 18,568 
2022-25 235,263 62,302 
2026-30 158,410 19,561 
2031-35 36,667 2,309 

Totals $ 693,844 $ 198,057 
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Total 

$ 96,169 
84,867 
73,895 
61,448 
61,010 

297,565 
177,971 

38,976 

$ 891,901 
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City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Debt SeNtee for the Years Ended June 30. 'I' 

,. 

I I 

II , , 

I ., 
2017 I $ 1,40i;217 $ 35,1-2i7 r $ '1;436,344 I 1--------- - ---- --..' 

~~~ ---- , " ------~~--~~in 
~~~~~~~~::::==:= ---;---;- ____ ,_c:;:~~ ~::::~i~}~~tl 
2027-2031 166,500 131,0871----- '297,587T1 

2032-2036 1,90,000 I 109,472 i 299,472 I ! 
2037-2041 " , ' 21S,5oo . ' , _ 84,830 300,330 I I 

~--H- -=Woo~!tt:~~~~ 

~ t=---r-~~~~t=:±=~ 
Governmental Funds 
City Hall: Effective interest rate of 4.27% after considering all monthly fees. Payable monthly at 
$792.34 

Fire Truck: Effective Interest rate of 6.88%, payable semiannually at $12,030 per payment or $24,060 
per year. 

Kansas State Bank: 60 month lease for a police cruiser and a Tahoe. Interest rate Is approximately 
4.50% 
Kansas State Bank: 60 month lease for a snow plow. Interest rate is approximately 5.1%, monthly 
payments are $702 each. 

1992 Ladder Truck: Financed with local bank at approximately 6%, payable in five annual payments of 
$7,124 each beginning on June 30, 2014. 

Bond Issue 2015-C: Calls for the City to deposit monthly into a sinking fund to cover the bonds and 
interest as they come due. Interest rate is approximately 1.50%. The original amount was $175,000 
and was used to purchase property to construct a community center and swimming pool. 
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City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

Bond Issue 2016-A: Calls for the City to deposit monthly Into a sinking fund to cover the bonds and 
Interest as they come due. Interest rate Is approximately 1.60%. The original amount was $190,000 
for the construction of a community center and swimming pool. 

proprietary Funds 
The USDA-RD 91-01: loan Is Initially calculated at an annual Interest rate of 2.5% with annual 
payments of approximately $18,000. The City will pay Interest only for the first two years and begin 
principal reduction In the fiscal year 2016. 

The USDA-RD 91-09: loan is initially calculated at an annual Interest rate of 3.375% with annual 
payments of approximately $19,000. The City will pay Interest only for the first two years and begin 
principal reduction in the fiscal year 2016. 

The USDA-RD 95-12: loan is initially calculated at an annual interest rate of 2.125% with annual 
payments of approximately $22,500 maturing In January of 2054. The drawdowns during the year 
ended June 30, 2016 and additional drawdowns between July 1, 2015 and October 6, 2015 were 
converted to permanent financing of $597,000 as of October 6, 2015. The first principal payment will 
be due January 1,2016, Interest will be paid semi-annually In January and July. 

Kentucky Infrastructure Authority (KIA): 

A12-30 loan is initially calculated at an annual Interest rate of 0.75% with semi-annual payments of 
approximately $12,200 amortized over 20 years. The loan Is for $500,000 with KIA forgiving $50,000 
(10%). As of June 30, 2016, $500,000 had been drawn down and $50,000 (10%) forgiven. The 
balance of this loan as of June 30, 2016, Is $425,212. 

F14-005 loan Is Initially calculated at an annual Interest rate of 0.75% with semi-annual payments of 
approximately $32,400 amortized over 20 years. The loan Is for $2,400,000 with KIA forgiving 
$1,200,000 (50%). As of June 30, 2016, $1,878,839.56 had been drawn down and $939,419.78 
(50%) forgiven. The balance of this loan as of June 30, 2016, Is $939,419.78. When all the 
drawdowns have been completed and the forgiveness of $1,200,000 the City will then enter a loan of 
$1,200,000. 

Others: 

On September 25, 2014, the City entered a lease-purchase agreement for a 2014 Freightliner garbage 
Truck. The agreement calls for forty-eight payments of $1,052.18 each beginning October 25,2014. 
The balance as of June 30, 2016, was $27,612. The Interest rate is 2.45%. 

NOTE 9. RISK MANAGEMENT 

The City Is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omission; and natural disasters. The City contracts with the Kentucky League of 
Cities Insurance Services (KLCIS), a local government risk pool for insurance coverage for these risks. 
KLCIS was formed for the primary purpose of managing and funding third-party liability claims against 
its members. As a member of KLCIS, the City Is required to make annual contributions sufficient to 
produce the funds necessary to fund the administrative expenses and the claims and claims expenses, 
and any defiCiencies in the cumulative reserves. 
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NOTE 10. CONTINGENCIES 

City of Jenkins, Kentucky 
Notes To Financial Statements 

June 30, 2016 

The City is a recipient of several state grants. These programs and grants are subject to a variety of 
financial and compliance audits by the grantors or their representatives. The City's compliance with 
applicable requirements for 2016 will be established at a future date. 

NOTE 11. RETIREMENT BENEFITS 

The City partiCipates In a retirement plan through the Kentucky Public Employees' Deferred 
Compensation Authority. All full-time employees that wish to partiCipate may do so. The City Is 
currently not contributing to the employees' accounts. 

NOTE 12. EVALUATION OF SUBSEQUENT EVENTS 

The City has evaluated subsequent events through October 21, 2016, the date which the financial 
statements were available to be issued. The evaluation has disclosed the following event: 

July 2016-Special Called Meeting: Council approved a loan for insurance premiums at Community 
Trust Bank. 

July 2016: Council approved selling surplus vehicles. 

September 2016: Council approved selling delinquent property tax bills. 
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City of Jenkins 

Budgetary Comparison Schedule 

General Fund 

Year Ended June 30,2016 

Actual 

Ordinary Income/Expense 

Income 

400 Property taxes 183,856 

404 Payroll taxes 165,939 

408 Franchise taxes 189,838 

412 Insurance tax 103,780 

416 fees and fines 1,513 

420 Licenses and permits 0 

424 Intergovernmental 241,539 

428 Proceeds from financing 0 

432 Invesbnent earnings 163 

436 Miscellaneous 103,835 

Total Income 990,463 

Expense 

500 General government 624,479 

504 PubliC safety 170,662 

508 Road 97,134 

516 Parks and recreation 56,964 

520 Cultural & recreation 30,125 

Total Expense 979,364 

Net Ordinary Income 11,099 

Other Income/Expense 

Other Expense 

600 Transfer In 0 

604 Transfer out 0 

Total Other Expense 0 

Net Other Income 0 
Net Income 11,099 

AdJusbnents to conform with GAAP: 

Non-budgetary outflows (39,061) 

Fund Balance Beginning 80,842 

Fund Balance Ending $ 52,880 

..... 

Final $ Over Budget 

224,307 (40,451) 

173,000 (7,061) 

277,000 (87,162) 

134,400 (30,620) 

3,000 (1,487) 

16,000 (16,000) 

173,330 68,209 

109,470 (5,635) 

1,110,507 (120,044) 

759,424 (134,945) 

177,583 (6,921) '-

82,500 14,634 

52,800 4,164 

20,280 9,845 

1,092,587 (113,223) 

17,920 (6,821) 

0 0 
17,920 (6,821) L 

...:I 
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Welch &d Company, CPAs, PSC 

Report on Schedule of Expenditures of Federal Awards 
Required by OMB Circular A-133 

We have audited the financial statements of the City of Jenkins, Kentucky as of and 
for the year ended June 30, 2016, and have issued our report thereon dated November 
17, 2016, which contained an unmodified opinion on those financial statements. Our 
audit was conducted for the purpose of forming an opinion on the financial statements 
as a whole. The accompanying schedule of expenditures of federal awards is presented 
for purposes of additional analysis as required by OMB Circular A·133 and is not a 
required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting 
and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements 
and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare 
the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, the schedule of expenditure of federal 
awards is fairly stated in all material respects in relation to the financial statements 
as a whole. 

W~ & ~~ CPAy, PSC 

Welch &::; Company, CPAs, PSC 
Nicholasville, Kentucky 
November 17, 2016 

101 A Wind Haven Drive, Suite 101 
Nicholasville, Kentucky 40356 
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City of Jenkins 
Schedule Of Expenditures Of Federal Awards 

For The Year Ended June 30, 2016 

Federal Grantor/Pass-Through Grantor/ 
Program Title: 

Environmental Protection Agency 

Drinking Water State Revolving Funds 

Appalachian Regional Commission 

Appalachian Area Development 

Department of the Interior 

Abandoned Mine land Reclamation Program 

Total Expenditures of Federal Awards 

Federal 
CFDA 

Number 

66.468 

23.002 

15.252 

25 

Pass-Through 
Grantor Number 

Sewer Rehab Phase 

III 

Waterline 

Improvement Phase 

II 

AMlR-Payne Gap 

Expenditures 

$1,774,868 

$576,536 

$139,901 

$2,491,305 



City of Jenkins 
Notes To The Schedule Of Expenditures Of Federal Awards 

For The Year Ended June 30, 2016 

Note 1-Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City 
of Jenkins and is presented on the accrual basis of accounting. The information in this schedule is 
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Loeal 
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may 
differ from amounts presented in, or used in the preparation of, the financial statements. 
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City of Jenkins 
Schedule of Findings and Questioned Costs 

For The Year Ended June 30,2016 

Summary of Audit Results: 

1. The auditor's report expresses an unqualified opinion of the basic financial statements of the City of 
Jenkins. 

2. No instances of noncompliance material to the basic financial statements of the City of Jenkins were 
disclosed during the audit. 

3. No instances of significant deficiencies were disclosed during the audit of the major federal award 
programs. 

4. The auditor's report on compliance for the major federal award programs for the City of Jenkins 
expresses an unqualified opinion. The programs tested as major programs were: 

Environmental Protection Agency 
Drinking Water State Revolving Funds 
CFDA: 66.468 

Appalachian Regional Commission 
Appalachian Area Development 
CFDA: 23.002 

5. The threshold for determining Type A programs was $300,000 or 3% of federal awards expended. 
Federal programs that do not meet the Type A criteria are considered Type B programs. 

6. The City of Jenkins was determined to be a low-risk auditee 

Findings and Questioned Costs - Major Federal Award Program: 

NONE 
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Welch &d Company, CPAs, PSC 
101 A Wind Haven drive, Suite 101 

Nicholasville, Kentucky 40356 

Report on Compliance With Requirements That Could Have a Direct and Material 
Effect on Each Major Program and on Internal Control Over Compliance 

In Accordance with OMB Circular A-133 

The Mayor and City Council 
City of Jenkins 
Jenkins,lCentucky 

Compliance 

We have audited the compliance of the City of Jenkins, Kentucky, with the types of compliance requirements 
described in the US. Office of Management and Budget (OME) Circular A-i33 Compliance Supplement that 
are applicable to each of its major federal programs for the year ended June 30, 2016. The City of Jenkins' 
major federal programs are identified in the summary of auditor's results section of the accompanying 
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts 
and grants applicable to each of its major federal programs is the responsibility of the City of Jenkins' 
management. Our responsibility is to express an opinion of the City of Jenkins' compliance based on our 
audit. 

We conducted our audit of compliance 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; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with 
the types of compliance requirements referred to above that could have a direct and material effect on a major 
federal program occurred. An audit includes examining, on a test basis, evidence about the City of Jenkins' 
compliance with those requirements and performing such other procedures as we considered necessary in the "-
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not 
provide a legal determination of the City of Jenkins' compliance with those requirements. 

In our opinion, the City of Jenkins complied, in all material respects, with the requirements referred to above 
that are applicable to each of its major programs for the year ended June 30, 2016. 

Internal Control Over Compliance 

The management of the City of Jenkins is responsible for establishing and maintaining effective internal L. 

control over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we considered the City of Jenkins' internal control over 
compliance with the requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not 
for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the City of Jenkins' internal control over 
compliance. 
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A deficiency in internal control over compliance exists when the design or operations of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility 
that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 

The purpose of this report is solely to describe the scope of our testing of compliance with the types of 
compliance requirements to each of the City's major programs and our testing of internal control over 
compliance and the results of our testing, and to provide an opinion of the City's compliance but not to 
provide an opinion on the effectiveness of the City's internal control over compliance. This report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
City's compliance with requirements applicable to each major program and its internal control over 
compliance. Accordingly, this report is not suitable for any other purpose. 

Welch-&- Co-m:p~, CPA~ PSC 

Welch &d Company, CPAs, PSC 
November 17,2016 
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Welch &d Company, CPAs, PSC 
101 A Wind Haven drive, Suite 101 

Nicholasville, Kentucky 40356 

Report on Internal Control Over Financial Reporting And On 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 

The Mayor and City Council 
City of Jenkins 
Jenkins, Kentucky 

We have audited the financial statements of City of Jenkins as of and for the year ended June 30, 
2016, and have issued our report thereon dated November 17,2016. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. 

Internal Control Over Financial Reporting 

Management of City of Jenkins is responsible for establishing and maintaining effective internal control 
over financial reporting. In planning and performing our audit, we considered City of Jenkins's internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on 
the effectiveness of City of Jenkins's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of City of Jenkins's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal control 
over financial reporting that might be significant deficiencies or material weaknesses and therefore, there 
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been 
identified. However, the deficiency described in Finding 2016-1 is considered to be a significant 
deficiency. 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. 

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. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether City of Jenkins'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 
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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 that are required to be reported under 
Government Auditing Standards. 

City of Jenkins's response to the finding identified in our audit is described in the accompanying 
"Schedule of Findings and Response." We did not audit City of Jenkins's response and, accordingly, we 
express no opinion on it. 

This report is intended solely for the information and use of those individuals charged with governance, 
others within the entity, and is not intended to be and should not be used by anyone other than these 
specified parties. 

Welch &1 Company, CPAs, PSC 
November 17,2016 

Finding 2016-1 

City of Jenkins 
SCHEDULE OF FINDING AND RESPONSE 

For the Year Ended June 30, 2016 

Neither those charged with governance nor the individual who performs the 
accounting functions have the education or training so that they may prepare 
financial statements in accordance with generally accepted accounting principles. 

Criteria: In order for those charged with governance and Management to make 
financial decisions affecting the organization, accurate and timely financial statements 
need to be available. 

Cause: Management and the individual who performs the accounting functions have not 
received an accounting education or training in preparation of financial statements in 
accordance with generally accepted accounting principles. 

Effect: The financial statements that those charged with governance and management 
receive are not prepared in accordance with generally accepted accounting principles. 

Recommendation: No recommendation is made. 

Management Response: City of Jenkins is a small organization and as such does not 
have the resources to hire a CPA. The operating budget is small and until the economy 
begins to improve and more income is generated, they are limited in their selection. The 
bookkeeper has received some limited software and accounting training for regular and 
routine transactions. If unusual or difficult to record transactions are encountered, 
advice from a CPA is sought. 
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