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:‘ WELLS & COMPANY, I.S.C.
Gertified Fubtic Secountants

865 South Mayo Trail, Suite 7
Paintsville, Kentucky 41240-1215

(606) 789-3588
Fax (606) 789-3326

INDEPENDENT AUDITOR’S REPORT

The Honorable Mark Waiter, Mayor
Members of the City Council
City of West Liberty, Kentucky

We have audited the accompanying financial statements of the govermmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of West Liberty, Kentucky as of and for the year ended
Tune 30, 2019, and the related notes to the financial statements, which collectively comprise the City of West Liberty,
Kentucky’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 conirol relevant fo 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 aunditor’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 staternents 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.
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 West Liberty, Kentucky, as of June 30, 2019, 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 Matters
Reguired Supplementary Information

Management has omitted the 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,



City of West Liberty, Kentucky
August 16,2019
Page 2

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 39-42 and the County Employees’ Retirement System’s Schedules of the Proportionate Share of the Net Pension
Liability and Contributions, on pages 43 and 44, respectively, and the County Employees’ Retirement System’s Schedules of
the Proportionate Share of the Net OPEB Liability and Contributions, on pages 46 and 47, respectively, be presented to
supplement the basic financial statements. Such information, aithough 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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City
of West Liberty, Kentucky’s basic financial statements. The combining and individual nonmajor fund financial statements
and schedule of operating expenses for business-type activities are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 16, 2019 on our
consideration of the City of West Liberty, 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 solely to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City of West Liberty’s internal 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 the City of West Liberty, Kentucky’s internal control over financial reporting and

compliance,

/L'/-‘/“ N W,i’-sc

Certified Public Accountants
Paintsville, Kentucky
August 16,2019



CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF NET POSITION
JUNE 30, 2019

ASSETS
Cash and cash equivalents
Certificates of deposit
Taxes receivable
Accounts receivable, net
Grants receivable
Other receivables
internal balances
Unbilled revenues
Inventory
Capital assets:

l.and and construction-in-progress

Other capital assets, net of accumulated

depreciation

Total Assets

DEFERRED QUTFL.OWS OF RESOURCES

Deferred outflows related to pensions
Deferred ouiflows related to OPEB

Total deferred outflows of resources

LIABILITIES
Accounts payable
Accrued payroll
Accrued payroll taxes
Accrued vacation
Accrued interest
Other accrued liabilities
Internal balances
Long-term liabilities:
Due within one year
Current portion of long-term debt
Due in more than one year
Net pension liability
Net OPEB liabifity
Noncurrent portion of long-term debt

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions
Deferred inflows related to OPEB

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for:
Depreciation
Fire service
Highways and streets
Tourism
911 dispatch
Debt service
Unrestricted

Total Net Position

See accompanying notes to basic financial stalements.

Governmental Business-Type
Activities Activities Total

$ 322,526 L 450,898 $ 773,424
44, 345 - 44,345
8,347 - 8,347

- 250,286 250,286

2,464 37,497 39,961

444 - 444
37,562 25,000 62,562

- 105,198 105,198

- 92,922 92,922
302,836 82,914 385,750
2,547,968 14,991,352 17,539,320
3,266,492 16,036,067 19,302,559
308,338 308,336 616,674
117,832 117,832 235,664
426,170 426,168 852,338
30,402 64,521 94,923
12,584 12,550 25,134
8,173 8,952 17,125
28,737 29,957 58,694
930 28,862 29,792
16,067 21,120 37,187
25,000 37,562 62,562
90,382 186,400 276,782
1,452,568 1,452,568 2,905,136
423,443 423,443 846,886
225,959 4,531,656 4,757 615
2,314,245 8,797,591 9,111,836
47,391 47,394 94,785
84,587 84,586 169,173
131,978 131,980 263,958
2,534,483 10,356,210 12,890,673
- 168,725 168,725

50,618 - 50,618
53,785 - 53,785
117,007 - 117,007
48,585 - 48,585
63,370 54,549 117,819
(1,621,389) (1,046,820) (2,668,208}
3 1,246,439 $ 9,532,664 $ 10,779,103




CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Program Revenues

Net (Expense) Revenue
and Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary Government;
Governmental activities:
General government $ 524,136 $ - $ 24,598 $ - $ (499538 § - $ (499,538)
Public safety 1,276,653 199,092 11,000 74,390 (991,271} - (991,271)
Streets 177,956 - - - (177,956} - (177,956)
Tourism and planning 268,095 - - - (268,095) - (268,085)
interest on long-term debt 16,950 - - - (16,950} - {16,950)
Total governmental activities 2,263,790 199,992 35,588 74,390 {1,953,810) - (1,953,810)
Business-type activities:
Water, Sewer, Gas 3,446,008 3,033,378 - 108,552 - {304,078) (304,078)
Total business-type activities 3,446,008 3,033,378 - 108,552 - {304,078) {304,078)
Total primary government $ 5,709,798 $ 3,233,370 $ 35,598 $ 182,042 (1,953,810) (304,078) (2,257,888)
General revenues:

Property taxes 199 864 - 199,864

Fire taxes 26,669 - 26,669

Insurance premium taxes 527,549 - 527,549

Occupational taxes and licenses 421,749 - 421,749

Motor vehicle taxes 18,459 - 18,459

Restaurant taxes 202,033 - 202,033

Other taxes 27,206 - 27,206

Licenses and permits 1,400 - 1,400

Administrative 120,926 - 120,926

Intergovernmental revenue 140,971 - 140,871

Interest income 2,081 1,187 3,268

Rental income 22,576 - 225876

Miscellaneous 69,654 - 69,654

Transfers: - - -

Totai general revenues and transfers 1,781,137 1,187 1,782,324
Change in net position (172,673) (302,891) {475,564)

Net position - beginning of year 1,418,112 9,835,555 11,254 667

Net position - end of year $ 1,246,439 $ 9,532,664 $10,779,103

See accompanying notes to basic financial statements.




CITY OF WEST LIBERTY, KENTUCKY
BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2019

ASSETS

Cash and cash equivalents
Certificate of deposit
Due from Water, Sewer, Gas
Due from General Fund
Due from Tourism
Receivables:

Grant

Other

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued payroll
Accrued payroll taxes
Accrued vacation
Due to general fund
Cue to debt service fund
Due to gas
Other accrued liabilities

Total Liabilities

Fund Balances:

Restricted for:
Debt service
Public safety
Streets
Tourism

Assigned to:
Public safety

Unassigned:
General fund

Total Fund Balances(Deficit)

Total Liabilities and Fund Balances

Tourism Other Total
General and Governmental Governmental
Fund Planning Funds Funds

$ 89,888 $ 125,230 $ 107,398 3 322,526
- - 44,345 44,345

- - 37,562 37,562

- - 29,000 29,000

8,223 - - 8,223

- - 2,464 2,464

444 - - 444

$ 98,565 $ 125,230 5 220,769 $ 444 564
$ 28,455 $ - $ 1,947 3 30,402
12,584 - - 12,584
8,173 - - 8,173
28,737 - - 28,737

- 8,223 - 8,223

29,000 - - 29,000
25,000 - - 25,000
13,603 - 2,464 16,067
145,552 8,223 4411 158,186

- - 63,370 63,370

- - 48,585 48,585

- - 53,785 53,785

- 117,007 - 117,007

- - 50,618 50,618
{46,987) - - (46,987)
(46,987) 117,007 216,358 286,378

$ 98,565 $ 125,230 3 220,769 $ 444 564

See accompanying notes to basic financial statements,



CITY OF WEST LIBERTY, KENTUCKY

RECONCILIATION CF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION

JUNE 30, 2019

Fund Balances - Total Governmentat Funds

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Governmental capital assets

Less: accumulated depreciation

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

Interest payable on long-term debt did not require current financial
resources. Therefore, interest payable was not reported as a
liability in Governmental Funds Balance Sheet,

Pension & OPEB contributions after measurement date are reported as a
deferred outflow of resources.

Net pension & net OPER liability is not due and payable in the current period and,
therefore, is not reported in governmental funds.

Pension & OPEB related deferred outflows of resources and deferred inflows
of resources are not due and payable in the current year and, therefore
are not reported in the governmental funds, as follows:

Deferred pension & OPEB outflows of resources
Deferred pension & OPEB inflows of resources

Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds:

Delinquent property taxes

Net Position of Governmental Activities

See accompanying notes to basic financial statements.

$ 286,378

6,870,928
(4,020,124)

(316,341)

(930)

135,838

(1,876,011)

290,332
(131,978)

8,347

$ 1,246,439



CITY OF WEST LIBERTY, KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Revenues:
Taxes:
Property
Insurance premium
Occupational taxes and licenses
Motor vehicle
Telecom
Fire
Restaurant
Motel
E-911
Shelter income
Wireless collections
Administrative
Licenses and permits
Intergovernmental revenues
Rental income
Fines and forfeits
Interest income
Contributions
Grants
Miscellaneous revenues

Total revenues

Expenditures:
Current:
General government
Public safety
Streets
Tourism and planning
Debt service:
Principal retirement
Interest
Capital outlay

Total expenditures
Excess {(deficiency) of revenues over expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
Proceeds from insurance

Total other financing sources {uses)
Net change in fund balances
Fund balances(deficit) - beginning of year

Fund balances{deficit) - end of year

See accompanying notes to basic financial statements.

Tourism Other Total
General and Governmental Governmental
Fund Planning Funds Funds
$ 201,142 $ - $ - $ 201,142
527,549 - - 527,549
421,749 - - 421,749
- - 18,458 18,459
12,517 - - 12,517
- - 26,669 26,669
- 202,033 - 202,033
- 14,689 - 14,689
59,252 - - 59,252
- 1,930 - 1,930
. - 140,740 140,740
120,926 - - 120,926
1,400 - - 1,400
6,490 - 145,481 151,971
22,576 - - 22,576
961 - - 961
1,132 74 875 2,081
156 - - 156
24 588 - 74,390 98,988
31,516 - - 31,516
1,431,964 218,726 406,614 2,057,304
418,101 - - 418,101
917,142 - 99,252 1,016,394
64,234 - 29,342 93,576
- 230,604 - 230,604
- - 106,788 106,788
- - 17.835 17,835
5,000 18,450 124,444 147,894
1,404,477 249,054 377,661 2,031,192
27,487 {30,328) 28,953 26,112
78,889 - 139,483 218,392
{107,657) - (110,735) (218,392)
6,468 - 28,623 35,091
{22,290) - 57,381 35,091
5197 (30,328) 86,334 61,203
(52,184) 147,335 130,024 225175
$ (46,987 $117,007 5 216,358 3 286,378




CITY OF WEST LIBERTY, KENTUCKY

RECONCILIATION OF THE STATEMENT OF REVENUES,

*‘ EXPENDITURES, AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT
OF ACTIVITIES

-~ FOR THE YEAR ENDED JUNE 30, 2019

Net Change in Fund Balances - Total Governmental Funds $ 61,203

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

Governmental funds report capital outlays as expenditures.
However, on the statement of activities, the cost of those assets
is aliocated over their estimated useful lives as depreciation

expense:
Capital asset purchases capitalized 147,894
Depreciation expense {309,263)

""" - The net effect of various miscellaneous transactions involving capital assets: -

Revenues on the statement of activities that do not provide current
financial resources are not reported as revenues in governmental funds:

- Increase/(decrease) in property taxes {1,278)

Changes in pension & OPEB expense are reported only in the statement of activities. {178,902)

In the statement of activities, interest is accrued on outstanding long-term
debt, whereas in the governmental funds interest is not reported unti due.
This amount represents the net change in accrued interest payable. 885

Proceeds of long-term debt are recorded as an other financing source for governmental
funds but it is not recorded in the statement of acfivities.
Proceeds of long-term debt are liabilities. -

Repayment of principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities on the statement of activities:

Loans payable 106,788
Change in Net Position of Governmental Activities $(172,673)

See accompanying notes to basic financial statements.




CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF NET POSITION

—  BUSINESS-TYPE ACTIVITY

JUNE 30, 2019

Water, Sewer, Gas

ASSETS

Current assets:
Cash and cash equivalents 3 227,624
' Accounts receivable (net of allowance for doubtful accounts, $59,819) 250,286
Grants receivable 37,497
Due from general fund 25,000
Unbilled receivables 105,198
inventory 92,922
Total current assets 738,627

Non-current assets:
Restricted assets:

Cash and cash equivalents 223,274
Total restricted assets 223,274
Utility Plant:
Plant in service 29,316,455
- Less accumulated depreciation {14,242 189)
15,074,266
Construction work in progress -
""" Net utility plant 15,074,266
Total assets 16,036,067
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 308,338
Deferred outflows related to OPEB 117,832
Total deferred outflows of resources 426,168

See accompanying notes to basic financial statements.




CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF NET POSITION (Continued)
BUSINESS-TYPE ACTIVITY

JUNE 30, 2019

LIABILITIES

Current liabilities:
Accounts payable
Accrued payroll
Accrued payroll taxes
Accrued vacation
Accrued interest payable
Due to debt service fund
Due to CMRS ifund
Other accrued liabilities
Current portion of long-term liabilities

Total current liabilities

Long-term liabilities:
Net pension liability
Net OPEB liability
Long-term debt
Unamartized discount

Less current portion
Total long-term liabilities
Total liabilities

DEFERRED INFLOWS OF RESCURCES
Deferred inflow related to pensions
Deferred inflows related to OPEB

Total deferred inflows of resources

NET POSITION:
Net investment in capital assets
Restricted for:
Debt service
Depreciation
Unrestricted

Total net position

See accompanying notes to basic financial statements.

Water, Sewer, Gas

64,521
12,550
8,052
29,957
28,862
2,000
35,562
21,120
186,400

389,924

1,452,568
423,443
4,726,594
(8,538)

6,594,067
(186,400)

6,407,667

6,787,591

47,394
84,586

131,980

10,356,210

54,549
168,725
(1,046,820)

$ 9,532,664

10



CITY OF WEST LIBERTY, KENTUCKY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
BUSINESS-TYPE ACTIVITY

YEAR ENDED JUNE 30, 2019

Water, Sewer, Gas

Operating revenues:

Sewer revenues $ 958,907
Water revenues 1,270,187
(Gas revenues 767,752
Other operating revenues 35,532
Total operating revenues 3,033,378
Cost of sales - gas purchases 458,924
Net operating revenues 2,574,454
Operating expenses:
Sewer 1,160,092
Water 1,377,002
Gas 300,831
Total operating expenses 2,837,925
Utility operating income (loss) {263,471)
Non-operating revenues {expenses):
Interest income 1,187
Interest expense {149,159)
Total non-operating revenues (expenses) (147,972)
Net income (loss) before contributions from (fo) (411,443)
Contributions in aid of construction 108,552
Change in net position {302,891)
Net position, beginning of year 9,835,655
Net position, end of year $ 9,532,664

See accompanying notes to basic financial statements.
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CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF CASH FLOWS
BUSINESS-TYPE ACTIVITY

YEAR ENDED JUNE 30, 2019

Cash flows from operating activities:
Cash inflows:
Payments received from customers
Total cash provided
Cash outflows:
Payments for salaries and benefits
Payments to suppliers for goods and services
Total cash used
Net cash provided {used) by operating activities
Cash flows from noncapital financing activities:
Advances to other funds
Advances from other funds
Net cash provided {used) by noncapital financing activities
Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Capital contributions received
Principal payments on debt
Interest paid on long-term debt
Net cash provided (used) by capital and related financing activities

Cash flows from Investing activities:
Interest received

Net cash provided {used) by investing activities
Net cash inflow (outflow) from all activities
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes to basic financial statements.
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Water, Sewer, Gas

$ 3,019,050

3,018,050

805,552
1,679,253

2,484,805

534,245

(25,000)
37,062

12,062

(185,116)
175,965
(228,585)
(149,799)

(387,535)

1,187

1,187

158,959

290,939

$ 450,898




CITY OF WEST LIBERTY, KENTUCKY
STATEMENT OF CASH FLOWS (Continued}
BUSINESS-TYPE ACTIVITY

YEAR ENDED JUNE 30, 2019

Reconciliation of utility operating income to
net cash provided by operating activities:
Utility operating income
Depreciation
{Increase) decrease in:
Accounts receivable
Unbilled revenue
Inventory
Deferred outflows of resources
Increase {decrease) in:
Accounts payable
Accrued [iabilities and other liabilities
Net pension & net OPEB liability
Deferred inflows of resources

Net cash provided (used) by operating activities

Schedule of cash:

Beginning of period:
Unrestricted cash and cash equivalents
Restricted cash and cash equivalents

End of period:
Unrestricted cash and cash equivalents
Restricted cash and cash equivalents

See accompanying notes to basic financial statements.

Water, Sewer, Gas

$ (263,471)
691,229

(18,740)
4,412
(1,021)

107,529

3,826

3,999
(51,498)

57,980

3 534,245

$ 168,357
122,682

$ 290,939

$ 227,624
223,274

$ 450,898

13
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Narrative Profile

The City of West Liberty, Kentucky (the City) was established in 1840. The City operates under Council-Mayor
form of government and provides the following service as authorized by its charter: public safety, highway and
street, public works, recreation, community development, and general administrative services.

The accounting and reporting policies of the City relating to the funds included in the accompanying basic
financial statements conform to accounting principles generally accepted in the United States of America
applicable to state and local governments. Generally accepted accounting principles for local governments
include those principles prescribed by the Governmental Accounting Standards Board (GASB). As permitted by
generally accepted accounting principals, the City’s Proprietary Funds has elected to apply only applicable FASB
Statements and Interpretations issued on or before November 30, 1989 that do not contradict GASB
pronouncements in its accounting and reporting practices for its proprietary operations. The more significant
accounting policies of the City are described below.

A. Financial Reporting Entity

The City’s basic financial statements include the accounts of all City operations. The criteria for including
organizations as component units within the City’s reporting entity, as set forth in Section 2100 of GASB’s
Codification of Governmental Accounting and Financial Reporting Standards, include whether:

the organization is legally separate (can sue and be sued in their own name})

the City holds the corporate powers of the organization

the City appoints a voting majority of the organization’s board

the City is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the City
there is fiscal dependency by the organization on the City

o @ * e ¢ @

Based on the aforementioned criteria, the City of West Liberty’s only such entity included in the financial
statements, as a blended component unit, is the City of West Liberty Public Properties Corporation.

The City of West Liberty Public Properties Corporation (the Corporation) was established as a nonprofit
corporation pursuant to a resolution of the City Council to act as an agency and instrumentality of the City. The
purpose of the corporation was to finance the cost of construction of the City Hall building which is leased to the
General Fund of the City. The Corporation financed the costs related to the project by issuance of $448,000 first
mortgage revenue bonds dated January 16, 1991 and demand notes totaling $94,956 at the Commercial Bank of
West Liberty. The City has agreed to lease the facilities from the Corporation with minimum annual rentals equal
to the funding requirements of the bonds and notes. Therefore, no amounts are shown for rent relating to the lease
of the City Hall building. The General Fund has the option each year to renew the lease.

B. Basis of Presentation

The government-wide financial statements (the statement of net position and the statement of activities) report
information on all of the activities of the City. The effect of interfund activity, within the governmental and
business-type activities columns, has been removed from these statements. Governmental activities, which
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

The statement of activities demonstrates the degree to which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program
revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given program and 2) operating or capital grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Taxes and other items not
property included among program revenues are reported instead as general revenues.

Fund Financial Statements:

The City segregates transactions related to certain functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. Separate statements are presented for governmental and
proprietary activities. These statements present each major fund as a separate column on the fund financial
statements; all non-major funds are aggregated and presented in a single column.

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

General Fund —

The General Fund is the main operating fund of the City and always classified as a major fund. This fund is used
to account for all financial resources not accounted for in other funds. All general tax revenues and other receipis
that are not restricted by law or contractual agreement to some other fund are accounted for in this fund. General
operating expenditures, fixed charges and capital improvement costs that are not paid through other funds are paid
from the General Fund.

Debt Service Fund —

The Debt Service Fund is used to account for the accumulation of financial resources for the payment of principal,
interest and related costs on general long-term debt paid primarily from taxes levied by the City. The fund
balance of the Debt Service Fund is reserved to signify the amounts that are restricted exclusively for debt service
expenditures.

Municipal Road Aid Fund —

The Municipal Road Aid Fund is used to account for the revenues received and expenditures paid for
construction, reconstruction, and maintenance of city streets.

Tourism and Planning Commission Fund -

The Tourism and Planning Commission Fund is used to account for the restaurant tax and shelter income and the
related expenditures. The Tourism and Planning Commission Fund is considered a major fund for government-

wide reporting purposes.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CMRS Fund -

The CMRS Fund is used to account for wireless collections and the related expenditures paid for 911 dispatch.
Fire Tax Fund —

The Fire Tax Fund is used to account for fire tax collections and the related expenditures.

Police Incentive Fund —

The Police Incentive Fund is used to account for funds received from the Kentucky Law Enforcement Foundation
Program and the related expenditures.

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

Water, Sewer, and Gas Fund —

The Water, Sewer, and Gas Fund is used to account for the provision of water, sewer, and gas services to the
residents of the City. Activities of the fund include administration, operations and maintenance of the water,
sewer, and gas system and billing and collection activities. The fund also accounts for the accumulation of
resources for, and the payment of, long-term debt principal and interest for water, sewer, and gas debt. All costs
are financed through charges to utility customers with rates reviewed regularly and adjusted if necessary to ensure
integrity of the funds.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. Operating expenses for the proprietary funds include the cost of
personal and contractual services, supplies and depreciation on capital assets. All revepues and expenses not
meeting this definition are reported as non-operating revenues and expenses. :

C. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured, basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Basis of accounting relates
to the timing of the measurement made, regardless of the measurement focus applied.

The governmeni-wide statements and fund financial statements for proprietary funds are reported using the
economic resources measurement focus and the accrual basis of accounting. The economic resources
measurement focus means all assets and liabilities (whether current or non-current) are included on the statement
of net assets and the operating statements present increases (revenues) and decreases (expenses) in net total assets.
Under the accrual basis of accounting, revenues are recognized when earned, including unbilled water and sewer
services which are accrued. Expenses are recognized at the time the liability is incurred.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental fund financial statements are reported using the current financial resources measurement focus and
are accounted for using the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual; i.e., when they become both measurable and available.
“Measurable” means the amount of the transaction can be determined and “available” means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period. The City considers
property taxes as available if they are collected within 60 days after year end. A one-year availability period is
used for recognition of all other Governmental Fund revenues. Expenditures are recorded when the related fund
liability is incurred. However, debt service expenditures are recorded only when payment is due.

The revenues susceptible to accrual are property taxes, charges for service, interest income and intergovernmental
revenues. All other Governmental Fund Type revenues are recognized when received.

D. Budgetary Control

The City follows the procedures established pursuant to Section 91 A.030 of the Kentucky Revised Statutes in
establishing the budgetary data reflected in the financial statements. Budgets for all funds are adopted on the
same basis of accounting as used in the financial statements.

Budgeted amounts in the financial statements are as amended and adopted by ordinance of the City.

Kentucky Revised Statue 91A.030 prohibits and nullifies any expenditure in excess of budgeted amounts. Certain
actual expenditures exceeded budgeted amounts.

E. Cash and Invesiments

Cash includes amounts in bank accounts. The only investments include certificates of deposit. The investments
are reported at cost which reasonably estimates fair value.

F. Prepaid Items

Prepaid balances are for payments made by the City in the current year to provide services occurring in the
subsequent fiscal year, and the reserve for prepaid items has been recognized to signify that a portion of fund
balance is not available for other subsequent expenditures.

G. Imventory of Supplies

Inventories are valued at the lower of cost (first-in, first-out) or market. Inventory of the utility funds consists of
materials and supplies.

H. Interfund Activity

Transfers between governmental and business-type activities on the government-wide statements are reported in
the same manner as general revenues.



CITY OF WEST LIBERTY, KENTUCKY 18
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

I. Bond Discounts

Bond discounts are being amortized over the life of the bonds using the effective interest method.

J. Capital Assets

Capital assets, which includes property, plant, equipment, and infrastructure assets, are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements and in the fund
financial statements for proprietary funds. All capital assets are valued at historical cost or estimated historical
cost if actual historical is not available, Donated assets are valued at their fair market value on the date donated.
Repairs and maintenance are recorded as expenses. Renewals and betterments are capitalized. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized
value of the assets constructed.

Assets capitalized, not including infrastructure assets, have an original cost of $2,500 or more and over three years
of useful life. Infrastructure assets capitalized have an original cost of $25,000 or more. Depreciation has been
calculated on each class of depreciable property using the straight-line method. Estimated useful lives are as
follows:

Buildings 20-50 Years
Water, Sewer, and Gas System 10-50 Years
Infrastructure 10-35 Years
Machinery and Equipment 3-10 Years
Improvements 15 Years

K. Compensated Absences

The City of West Liberty’s policy allows full-time employees to earn vacation leave and sick leave. Employees
earn ten (10) days of vacation after each year of employment, After ten years of employment, employees earn
fifteen (15) days of vacation per year. Any accumulated vacation will be paid to an employee upon termination.

Employees earn one (1) day of sick leave for each month worked and there is no limit on the number of days that
can accumulate. Accumulated sick leave will not be paid to an employee upon termination.

L. Net Position

Net position represents the difference between assets and deferred outflows of resources, and liabilities and
deferred inflows of resources. Net investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowing used for the acquisition, construction or
improvement of those assets. Net position is reported as restricted when there are limitations imposed on its use
either through enabling legislation or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

M. Interest Payable

In the Government-wide financial statements, interest payable on general long-term debt is recognized as the
lizbility is incurred.

In the fund financial statements, governmental fund types recognize interest expenditures when due and payable.
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N. Accounts Receivable

Accounts receivable is stated net of an allowance for doubtful accounts. The allowance is based upon historical
trends and the periodic aging of accounts receivable.

O. Estimates
The preparation of the financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results may differ from those estimates.

P. Fund Equity
In the fund financial statements, governmental fund balance is presented in five possible categories:

Nonspendable — resources which cannot be spent because they are either a) not in spendable form or; b)
legally or contractually required to be maintained intact.

Restricted — resources with constraints placed on the use of resources are either a) externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments; or b) imposed by law through constitutional provisions or enabling legislation.

Committed ~ resources which are subject to limitations the City imposes upon itself at its highest level of
decision making, and that remain binding unless removed in the same manner.

Assigned — resources neither restricted nor committed for which the City has a stated intended use as
established by the City Council.

Unassigned — resources which cannot be properly classified in one of the other four categories.
When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted

resources first, then unrestricted resources as they are needed. Likewise, fund balances that are committed or
assigned would be used first for their approved purposes. Unassigned fund balances would be used as needed.

Q. Encumbrances

The City does not use a system of encumbrances in their accounting and reporting methods.

R. Unbilled Receivables

The City's Utility Department reads meters to measure customer consumption of sewer and water in the middle of
the month. Estimates for unbilled receivable were based on consumption for the meter reading period
immediately following the year end. This usage was prorated for the number of days within the fiscal year and
multiplied by the appropriate rates.
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S. Deferred Qutflows/Inflows Of Resources

In addition to assets, the statement of financial position will sometimes repoit a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until then. Currently, the City has deferred outflows of resources that relate to
pension plan and OPEB reporting, see notes 11 and 12.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow or resources
(revenue) until that time. The City has deferred inflows of resources that relate to pension plan and OPEB
reporting, see notes 11 and 12,

T. Pensions & OPEB

For purposes of measuring the net pension and net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to pensions and OPEB, and pension and OPEB expense, information about the
fiduciary net position of the County Employee’s Retirement System (CERS) and additions to/deductions from
CERS’ fiduciary net position have been determined on the same basis as they are reported by CERS. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

NOTE 2. DEPOSITS AND INVESTMENTS

Under Kentucky Revised Statues the City is allowed to invest in obligations of the U. S. Treasury and U. S.
agencies, repurchase agreements, obligations of the Commonwealth of Kentucky and its agencies, insured savings
and loans, or interest bearing deposits of insured national or state banks. The deposits in excess of insurance
coverage must be fully collateralized.

The City invests surplus cash at local banks in the form of certificates of deposits, savings accounts, and money
market accounts. This investment call subjects the City to custodial credit risk; however, the City considers this
risk immaterial, and as such, the City does not have a formal investment policy to deal with such risk.

The City of West Liberty, Kentucky, categorizes deposits at local financial institutions to give an indication of the
level of risk assumed by the City at fiscal year end. The categories are described as follows:

Category 1 — Insured or collateralized with securities held by the City or by its agent in the City’s name.

Category 2 — Collateralized with securities held by the pledging financial institution’s trust department or agent
in the City’s name.

Category 3 — Uncollateralized.

Deposits categorized by level of risk at June 30, 2019 are as follows:

Bank Category Carrying
Account Balance 1 2 3 Amount
Cash $830,563 $269,863 $560,700 $ - 3817,768




CITY OF WEST LIBERTY, KENTUCKY 21
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

NOTE 2. DEPOSITS AND INVESTMENTS (Continued)

The City’s deposits and investments are also subject to risks such as interest rate risk and concentration of credit
risk. Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of a deposit or
investment. Deposits and investments held for longer periods are subject to increased risk of adverse interest
rate changes. The City has attempted to address this risk by maintaining its deposits in accounts that continually
adjust the interest rate to the market. Concentration of credit risk is the risk of loss attributed to the magnitude
of the City’s investment in a single issuer. The City has addressed this risk by maintaining its deposits at
financial institutions that are insured by the FDIC and by requiring additional collateral to cover deposits in
excess of that amount.

NOTE 3. PROPERTY TAXES

Property taxes for fiscal year 2018 were levied on $279,466,436 the assessed valuation of property and bank
deposits located in Morgan County as of the preceding January 1, the lien date. Delinquent taxes are considered
fully collectible and therefore no allowance for uncollected taxes is provided. A reserve for uncollectible property
taxes is recorded for the amount uncollected at year end. The due date and collection periods for property taxes
are as follows:

Description Per K.R.S. 134.020

Due date for payment of taxes Upon Receipt

Discount of 2% Receipt to October 31

Face value amount payment dates November 1 to November 30
Tax balance plus 2% penalty December 1 to December 31
Tax balance plus 10% penalty January 1

NOTE 4. CAPITAL ASSETS
Capital assets activity for the year ended June 30, 2019, consisted of the following:

Governmental Activities

Balance Balance
July 1,2018 Additions Retirements  June 30,2819

Capital assets, not being depreciated:

Land and land improvements $ 302,836 3 - $ - $ 302,836
Construction in progress - - - -
Total capital assets, not being depreciated 302.836 - - 302.836
Capital assets, being depreciated:
Buildings and improvements 1,435,923 - - 1,435,923
Improvements other than buildings 1,340,761 18,450 - 1,359,211
Infrastructure 1,121,864 50,054 - 1,171,918
Automobiles and trucks 786,950 5,000 54,085 737,865
Machinery and equipment 1,788,785 74,390 - 1.863.175

Total capital assets being depreciated 6,474,283 147,894 54,085 6,568,092
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Balance Balance
July 1,2018 Additions Retirements  June 39,2019

Less accumulated depreciation for:

Buildings and improvements (397,734) (30,598) - (428,332)
Improvements other than buildings (656,019) (58,107) - (714,126)
Infrastructure (737,031) (76,534) - (813,565)
Automobiles and trucks (530,926) (65,996) (54,085) (542,837)
Machinery and equipment (1.443.236) (78.028) - (1,521.,264)
Total accumulated depreciation (3.764.946) _ (309.263) (54,085) (4.020.124)
Total capital assets being depreciated, net 2,709,337 (161.36%) - 2,547,968

Governmental activities capital assets, net  $3,012,173 $(161,36%9) 3 - 2 804

Depreciation was charged to governmental functions as follows:

General government $ 57,731
Public safety 129,661
Tourism and planning 37,491
Streets 84.380
Total 3 3092

Business-Type Activities
Balance Balance
July 1,2018  Additions Retirements _June 30,2019

Capital assets, not being depreciated:

Land and land improvements $ 82,914 § - $ - $ 82914
Construction in progress 23,562 24257 47.819 -
Totzal capital assets, not being depreciated 106,476 24257 47.819 §2.914
Capital assets, being depreciated:
Leasehold improvements 1,000 - - 1,000
Machinery and equipment 974,136 94,207 61,026 1,007,317
Water plant and water system 12,643,572 - - 12,643,572
Sewer plant and sewer system 14,_446,122 37,336 - 14,483,458
(Gas system 1,098,194 - - 1,098,194
Total capital assets being depreciated 29,163,024 131,543 61,026 29,233,541
Less accumulated depreciation for:
Leasehold improvements (845) 3D - (876)
Machinery and equipment (872,625) (39,545) (61,026) (851,144)

Water plant and water system (6,053,078) (300,970) - (6,354,048)
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Balance Balance
July 1,2018  Additions Retirements Jume 30, 2019

Sewer plant and sewer system (6,524,364) (329,118) - (6,853,482)

Gas system (161,074) (21.565) - (182.639)
Total accumulated depreciation (13.611.986) _ (691.229) (61.026) (14.242,189)
Total capital assets being depreciated, net _ 15,551,038 (559.686) - 14.991.352
Total utilities capital assets, net $15,657,514 § (535429) $_47.819 $15,074.266

NOTE 5: LONG-TERM DEBT

Business —Type Activities:

The Water, Sewer, and Gas Proprietary Fund presently has seven revenue bond issues outstanding. The City
issues revenue bonds for the acquisition and construction of major capital facilities.

1)
2)
3)
%)
5)
6)

7

1988 Series - $579,000 Water and Sewer revenue bonds, maturing throngh November 1, 2023, with interest at
5.0%.

1998 Series - $449,000 Water and Sewer revenue bonds, maturing through November 1, 2039, with interest at
4.5%. e

2001 Series (A) - $1,000,000 Water and Sewer revenue bonds, maturing through November 1, 2041, with
interest at 3.25%.

2001 Series (B) - $280,000 Water and Sewer revenue bonds, maturing through November 1, 2041, with
interest at 4.5%.

2006 Series - $801,000 Water and Sewer revenue bonds, maturing throngh November 1, 2045, with interest at
4.125%.

2007 Series - $400,000 Water and Sewer revenue bonds, maturing through November 1, 2045, with interest at
4.125%.

2010 Series - $740,000 Gas revenue bonds, maturing through February 1, 2040, with interest at variable rates.

Principal payments are due annually for water and sewer revenue bonds on November 1, and interest payments
are due semi-annually on May 1, and November 1. Principal payments are due February 1 for gas revenue bonds
and interest payments are due semi-annually on February 1, and August 1.

Total bond interest expense for the year ended June 30, 2019, amounted to §132,497.

The Water, Sewer, and Gas Proprietary Fund notes payable at June 30, 2019 consisted of the following:

On November 5, 2012, the City entered into a loan assistance agreement with the Kentucky Infrastructure
Authority (KIA) to provide financing for the construction costs of the West Liberty water system improvements
project (F11-04). The total loan assistance to the City was $928,369. The loan is payable in semi-annual
installments of $25,665 including interest of 1.0%. Final payment is due June 1, 2035.
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On November 5, 2012, the City entered into a loan assistance agreement with the Kentucky Infrastructure
Authority (IKIA) to provide financing for the construction costs of the West Liberty Route 7 sewer improveiments
project and the Liberty Road sewer extension project (Al1-11). The total loan assistance to the City was
$925,873. The loan is payable in semi-annual installments of $25,596 including interest of 1.0%. Final payment
is due December 1, 2035.

Changes in long-term obligations for the year ended June 30, 2019, are as follows:

Balance Balance  Due Within

Business — type Activities 6/30/2018  Additiecns Reductions _6/30/2019 One Year
Bond payable — 1988 issue $ 285000 % - $ (20,000) $ 265,000 $ 21,000
Bond payable ~ 1998 issue 350,000 - (9,000) 341,000 9,500
Bond payable — 2001 issue (A) 761,000 - (21,000} 740,000 22,000
Bond payable — 2001 issue (B) 224,500 - (5,500} 219,000 5,500
Bond payable — 2006 issue 693,000 - (13,500) 679,500 14,000
Bond payable — 2007 issue 345,000 - (7,000) 338,000 7,000
Bond payable — 2010 issue 630,000 - {20,000) 610,000 20,000
Less: Unamortized bond discount (8,750) - 212 (8,538) -

Note payable — KIA (F11-04) 800,641 - (43,432) 757,209 43,868
Note payable — KIA (A11-11) 819,985 - {(43,100) 776,385 43,532
Net pension liability 1,434,741 17,827 - 1,452,568 -

Net OPEB liability 492,768 - {69.325) 423,443 -

Total business-type activities $6,827.885 $ 17,827 $(251.645) $6,594.067  $186.400

The City has pledged future water, sewer, and gas revenues, net of specified operating expenses, to repay these
revenue bonds.

Principal and interest payments to be made on all long-term debt at June 30, 2019, for each of the next five years
and thereafter are as follows:

Year Ending Total Total
6/30 A Bonds Notes Principal Interest Fotal
2020 $ 995000 $§ 87,400 3 186,400 § 149,090 $ 335,490
2021 103,000 88,276 191,276 144,329 335,605
2022 106,000 39,161 195,161 139,413 334,574
2023 109,500 90,055 199,555 134,340 333,895
2024 114,000 90,958 204,958 129,067 334,025
2025-2029 659,500 468,651 1,128,151 557,349 1,685,500
2030-2034 623,500 492618 1,116,118 400,196 1,516,314
2035-2039 758,500 126,975 885,475 243,893 1,129,368
2040-2044 503,000 - 503,000 87,734 590,734
2045-2046 116.500 - 116,500 10.746 127246

$3.192,500 $1.534,004 $4,726,594  §1,996,157 §6,722,751
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Governmental Activities:

The City presently has two bond issues outstanding.

1) Series A - $300,000 Public Properties first mortgage revenue bonds for the construction of city hall maturing
through January 16, 2020, with interest at 6.0%.

2) Series B - $118,000 Public Properties first mortgage revenue bonds for the construction of city hall maturing
through January 16, 2020, with interest at 6.0%.

Principal and interest payments are due annuaily for revenue bonds on January 1.
Total bond interest expense for the year ended June 30, 2019, amounted to $3,630.
The City's notes payable at June 30, 2019 consisted of the following:

1) On June 11, 2012, the City borrowed $350,089 at 4.9% interest from Commercial Bank for the
construction of the new fire station. The loan was refinanced on February 26, 2013, The loan has an
interest rate of 4.20% with a monthly payment of $2,653 and matures February 26, 2028,

2) On April 30, 2018, the City borrowed $38,896 at 4.40% interest from Magnolia Bank for the purchase of
a Ford Explorer police cruiser, The agreement provides for 48 monthly payments of $887 to be made
beginning June 20, 2018 with final payment due on May 20, 2022.

3) On February 9, 2016, the City borrowed $70,525 at 4.80% interest from Magnolia Bank for the purchase
of two Ford Explorer police cruisers. The agreement provides for 48 monthly payments of $1,621 to be
made beginning March 20, 2016 with final payment due on February 20, 2020.

4)  On January 23, 2017, the City borrowed $82,872 at 4.10% interest from Magnolia Bank for the purchase
of two Ford Explorer police cruisers. The agreement provides for 36 monthly payments of $2,440 to be
made beginning January 23, 2017 with fina} payment due on December 20, 2019.

Changes in long-term obligations for the year ended June 30, 2019, are as follows:

i Balance Balance  Due Within
Governmental Activities 6/30/2018  Additions Reductions _6/30/2019  One Year
Bond payable — series A (City Hall) § 45,000 & - $ (22,0000 § 23,000 $ 23,000
Bond payable — series B (City Hall) 15,500 - (7,500) 8,000 8,000
Note payable — police cruisers 31,085 - (18,351) 12,734 12,734
Note payable — police cruisers 42,540 - (28,072) 14,468 14,468
Note payable ~ police cruiser 38,246 - (9,148) 29,098 9,559
Note payable — fire station 250,758 - (21,717} 225,041 22,621
Net pension liability 1,378,476 74,092 - 1,452,568 -
Net OPEB liability 473.443 - (50.000) 423,443 -

Total governmental activities ~ $2,275,048 $74,092 $(156,788) $2,192.352 $90,382

Repayment of principal and interest maturities is principally made from various taxes collected. Also, for
governmental activities, the pension obligations and other post-employment benefit obligations are generally
liquidated by the general fund.
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Principal and interest payments to be made on all long-term debt at June 30, 2019, for each of the next five years
and thereafter are as follows:

Year Ending Total Total
6/30 Bonds Notes Principal Interest Total
2020 $ 31,000 $ 59,382 $ 90,382 $ 12,569 § 102,951
2021 - 33,604 33,604 8,882 42,486
2022 - 34,177 34,177 7,422 41,599
2023 - 25,681 25,681 6,155 31,836
2024 - 26,767 26,767 5,070 31,837
2025-2028 - 105,730 105.730 8.350 114.680
3 31,000 $285.341 $316341 $ 48,448 $364,789

Compliance with Bond Ordinances

The bond ordinances contain significant limitations and restrictions on annual debt service requirements,
maintenance of and flow of monies through various restricted accounts, minimum amounts to be maintained in
various sinking funds and minimum revenue bond coverages. Funds held in the various reserves at June 30, 2019
required by the revenue bond ordinances are reported in the accompanying financial statements as restricted cash
and CD’s.

NOTE 6 - INTERFUND TRANSFERS AND RECEIVABLES

The following is a schedule of interfund transfers:

Transfer In Transfer Qut Purpose Amount
General Fund CMRS Fund Reimbursement $ 77,902
Road Aid Fund Reimbursement 997
Debt Service Fund General Fund Debt Service 107,657
Fire Tax Fund Debt Service 31.836
Subtotal — Fund Financial Statements 218,392
Less: Fund Eliminations (218,392)
Total Transters — Government-wide Statement of Activities h -

The following is a schedule of interfund receivables:

Due To Due From Amount
Debt Service Fund General Fund $ 29,000
Debt Service Fund Water, Gas, Sewer 2,000
Water, Gas, Sewer General Fund 25,000
CMRS Fund Water, Gas, Sewer 35,562
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NOTE 7 - RESTRICTIONS ON CASH

Sinking Reserve Funds for Bond Retirement

"Bond Sinking Funds" and "Debt Service Reserve Funds" are being maintained as required in various bond
documents. Deposits into Bond Sinking Funds are made monthly in order to accumulate funds for payment of
bond principal and interest. A Debt Service Reserve Fund is required for the purpose of having monies available
in order to prevent a default in the payment of the principal or interest.

Proprietary Funds Bond Sinking Funds in the amount of $19,863 is being held by the Bank of New York in an
interest bearing account.

Proprietary Funds Debt Service Reserve Fund in the amount of $34,686 is being held in an interest bearing
account at the Commercial Bank of West Liberty.

General Fund Bond Sinking Fund in the amount of $27,285 is being held in an interest bearing account by the
Commercial Bank of West Liberty. These funds are being maintained in the Debt Service Fund.

General Fund Debt Service Reserve Fund in the amount of $5,086 is being held in an interest bearing savings
account at the Commercial Bank of West Liberty, these funds are being maintained in the Debt Service Fund.

Reserve for Depreciation

"Depreciation Funds" are being maintained as required in various bond documents. These Proprietary Funds are
required to be deposited into separate accounts for the purpose of maintaining the water and sewer systems.
Certificates of Deposit have also been purchased for water and sewer depreciation reserves. The total amounts
deposited in these accounts for Water Depreciation, for Waste Water Depreciation, and Gas Depreciation is
$168,725.

NOTE 8 — RISK MANAGEMENT

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. The City pays annual premiums to the Kentucky
League of Cities Insurance Agency for its general liability coverage, public officials’” liability, auto liability,
workers’ compensation, and property coverage. The City’s workers’ compensation coverage is retrospectively
rated, whereby premiums are accrued based on the ultimate cost of the experience of the City. Kentucky League
of Cities Insurance Agency pays claims as they arise. Settled claims from these risks have not exceeded
commercial insurance coverage for the past three years.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

Litigation

The City is subject to legal actions in various stages of litigation, the outcome of which is not determinable at this
time. Administration officials and legal council do not anticipate that there will be any material effect on the
financial statements as a result of the cases presently in process.
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NOTE 10 - SUBSEQUENT EVENT

Management has evaluated and has not recognized any subsequent events through August 16, 2019, the date the
financial statements were available to be issued.

NOTE 11 - DEFINED PENSION
General Information about the Pension Plan
Plan Description

Employees of the City of West Liberty, Kentucky are provided with pensions through a cost-sharing mutiple-
employer defined benefit plan administered by the County Employee’s Retirement System. Section 61.645 of the
Kentucky Revised Statutes grants to CERS Board of Trustees and the Kentucky Legislature the authority to
review administration, benefit terms, investments, and funding of the plan. The plan, created under Kentucky
Revised Statue (KRS) 78.520, provides for retirement, disability, and death benefits to plan members. CERS
issues a publicly available financial report that can be obtained at kyret.ky.gov.

Benefits Provided

CERS provides retirement, health insurance, death and disability benefits to Plan employces and beneficiaries.
Employees are vested in the plan after five years® service. For retirement purposes, employees are grouped into
three tiers, based on hire date:

Tier 1 Participation date Before September 1, 2008
Unreduced retirement 27 years service or 65 years old
Reduced retirement At least 5 years service and 55 years old

At least 25 years service and any age

Tier 2 Participation date September 1, 2008 —December 31, 2013
Unreduced retirement At least 5 years service and 65 years old
Or age 57+ and the sum of service years plus age equal 87
Reduced retirement At least 10 years service and 60 years old
Tier 3 Participation date After December 31, 2013
Unreduced retirement At least 5 years service and 65 years old
. Or age 57+ and the sum of service years plus age equal 87
Reduced retirement Not available

Cost of living adjustments are provided at the discretion of the General Assembly. Retirement is based on a factor
of the number of years’ service and hire date multiplied by the average of the highest five years’ earnings.
Reduced benefits are based on factors of both of these components. Participating employees become eligible to
receive the health insurance benefit after at least 180 months of service. Death benefits are provided for both
death after retirement and death prior to retirement. Death benefits after retirement are $5,000 in lump sum. Five
years® service is required for death benefits prior to retirement and the employee must have suffered a duty-related
death. The decedent’s spouse will receive the higher of the normal death benefit or $10,000 plus 75% of the
decedent’s monthly average pay until the spouse’s death or remarriage. If surviving spouse remarries, the
monthly payment shall be recalculated to 25% of the deceased member’s monthly average pay. Each eligible
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NOTE 11 - DEFINED PENSION (Continued)

dependent child will receive a monthly benefit equal to 50% of the decedent’s monthly average pay. The amount
increases to 65% if the decedent has two (2) dependent children; and 75% if three (3) or more children. Payments
will be divided equally among all the dependent children. Five years’ service is required for nonservice-related
disability benefits.

Contributions

Per State Statutes, contribution requirements of the active employees are established and may be amended by the
CERS Board. Employees hired before 9/1/08 are required to contribute 5.00 percent of their annual pay and
employees hired after 9/1/08 are required to contribute 6.00 percent of their annual pay. The City’s contractually
required contribution rate for the year ended June 30, 2019, was 16.22 percent of annual payroll, actuarially
determined as an amount that, when combined with employee contributions, is expected to finance the costs of
benefits earned by employees during the year, with an additional amount to finance any unfunded accrued
liability. Contributions to the pension plan from the City were $205,148 for the year ended June 30, 2019.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

At June 30, 2019, the City reported a liability of $2,905,136 for its proportionate share of the net pension liability.
The et pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of that date. The City’s proportion of the net pension
liability was based on a projection of the City’s long-term share of contributions to the pension plan relative to the
projected contributions of all participating employers, actuarially determined. At June 30, 2018, the City’s
proportion was 0.048 percent, which was unchanged from its proportion measured as of June 30, 2017.

For the year ended June 30, 2019, the City recognized pension expense of $464,016. At June 30, 2019, the City
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following
sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual
experience $ 94,757 $ 42,525
Changes of assumptions 283,916 -
Net difference between projected and actual
earnings on pension plan investments - 34,834
Changes in proportion and differences
between City contributions and
proportionate share of contributions 32,853 17,426

City contributions subsequent to the
measurement date 205,148 -

Total b 616,674 3 94785
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NOTE 11 - DEFINED PENSION (Continued)

$205,148 reported as deferred outflows of resources related to pensions resulting from City contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended
June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended June 30:

2020 $ 245,718
2021 122,609
2022 (35,994)
2023 (15,592)
2024 -
Thereafter -

Actuarial Methods and Assumptions

A summary of the actuarial methods and assumptions used in determining the total pension liability as of June 30,
2018 are as follows:

Valuation Date June 30, 2016

Experience Study July 1, 2008 — June 30, 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of payroll

Remaining Amortization Period 27 years, closed

Asset Valuation Method 20% of the difference between the market value of assets and the
expected actuarial value of assets is recognized

Infiation 3.25%

Salary Increase 4.0%, average

Investment Rate of Return 7.50%

The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale BB to
2013 (multiplied by 50% for males and 30% for females). For healthy retired members and beneficiaries, the
mortality table used is the RP-2000 Combined Mortality Table projected with Scale BB to 2013 (set back 1 year
for females). For disabled members, the RP-2000 Combined Disabled Mortality Table projected with Scale BB to
2013 (set back 4 years for males) is used for the period after disability retirement.

The long-term expected rate of return was determined by using a building-block method in which best-estimate
ranges of expected future real rate of returns are developed for each asset class. The ranges are combined by
weighting the expected future real rate of return by the target asset allocation percentage. The target aflocation
and best estimates of arithmetic real rate of return for each major asset class are summarized in the following

table:
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Long-Term Expected

Asset Class Target Altocation Real Rate of Return

US Large Cap Equity 5.00% 4.50%
US Mid Cap Equity 6.00% 4.50%
US Small Cap Equity 6.50% 5.50%
International Developed Equity 12.50% 6.50%
Emerging Markets Equity 5.00% 7.25%
Global Bonds 4.00% 3.00%
Global IG Credit 2.00% ' 3.75%
High Yield 7.00% 5.50%
EMD 5.00% 6.00%
Illiquid Private 10.00% 8.50%
Private Equity 10.00% 6.50%
Real Estate 5.00% 9.00%
Absolute Return 10.00% 5.00%
Real Return 10.00% 7.00%
Cash 2.00% 1.50%

Total 100.00% 6.09%

Discount Rate

The projection of cash flows used to determine the discount rate of 6.25% for CERS Non-hazardous assumed that
local employers would contribute the actvarially determined contribution rate of projected compensation over the
remaining 25 years (closed) amortization period of the unfunded actuarial accrued liability. The discount rate

determination does not use a municipal bond rate.
Sensitivity of the Employer’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the City’s proportionate share of the Net Pension Liability using the discount rate of
6.25%, as well as what the City’s proportionate share of the Net Pension Liability would be if it were calculated
using a discount rate that is one percentage-point lower (5.25%) or one percentage-point higher (7.25%) than the
current rate:

1.0% Decrease Current Discount 1.0% Increase
{5.25%) Rate (6.25%) {7.25%)

City’s
proportionate share of
the net pension liability $3,657,266 $2,905,136 52,274,984
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Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately issued KRS
2018 Comprehensive Annual Financial Report at kyret.ky.gov.

Payable to the Pension Plan

At June 30, 2019, the City reported a payable of $26,544 for the outstanding amount of contributions to the
pension plan required for the year ended June 30, 2019. The payable includes both the pension and insurance
contribution allocation.

NOTE 12 — OPEB PLAN
General Information about the OPEB plan
Plan Description and Benefits Provided

The City of West Liberty, Kentucky participates in the County Employees Retirement System (CERS) Insurance
Fund, a multiple-employer defined benefit Other Post-Employment Benefits (OPEB) plan for members that cover
all regular full-time members employed by the City. The plan provides for health insurance benefits to plan
members. OPEB may be extended to beneficiaries of plan members under certain circumstances.

Contributions

The City’s contractually required contribution rate for the year ended June 30, 2019, was 5.26 percent of covered
payroll. Contributions to the OPEB plan from the City were $66,528 for the year ended June 30, 2019,

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

At June 30, 2019, the City reported a liability of $846,886 for its proportionate share of the net OPEB liability.
The net OPEB liability was measured as of June 30, 2018, and the total OPEB liability used to calculate the net
OPEB liability was determined by an actuarial valuation as of that date. The City’s proportion of the net OPEB
liability was based on the City’s share of covered payroll in the OPEB plan relative to the covered payroll of all
participating OPEB employers. At June 30, 2018, the City’s proportion was 0.048 percent, which was unchanged
from its proportion measured as of June 30, 2017.

For the year ended June 30, 2019, the City recognized OPEB expense of $106,039. At June 30, 2019, the City
reported deferred outflows of resources and deferred inflows of resources related to OPEB from the following

souLrces:

Deferred Outflows of Deferred Inflows of
Resources Resources
Differences between expected
and actual experience $ - $ 98,693

Changes of assumptions 169,136 1,957
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Net difference between
projected and actual earnings
On OPEB plan investments

Changes in proportion and
differences between City
contributions and proportionate
share of contributions

City contributions subsequent
to the measurement date

Total

33

- 58,334

- 10,189

66,528 =

§ 235,664 § 169,173

$66,528 reported as deferred outflows of resources related to OPEB resulting from City contributions subsequent
to the measurement date will be recognized as a reduction of the net OPEB liability in the year ended June 30,

2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEBs will

be recognized in OPEB expense as follows:

Year ended June 30:
2020 $1,010
2021 1,010
2022 1,010
2023 12,340
2024 (9,358)
Thereafter {6,049)

Actuarial Methods and Assumptions

A summary of the actuarial methods and assumptions used in determining the total OPEB liability as of June 30,

2018 are as follows:

Inflation 2.30%

Payroll Growth Rate 2.0% for CERS non-hazardous

Salary Increase 3.05%, average

Investment Rate of Return 6.25%

Healthcare Trend Rates

Pre - 65 Initial trend starting at 7.00% at January 1, 2020, and gradually

decreasing to an ultimate trend rate of 4.05% over a period of 12 years.

Post - 65 Initial trend starting at 5.00% at January 1, 2020, and gradually
decreasing to an ultimate trend rate of 4.05% over a period of 10 years.
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The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale BB to
2013 (multiplied by 50% for males and 30% for females). For healthy retired members and beneficiaries, the
mortality table used is the RP-2000 Combined Mortality Table projected with Scale BB to 2013 (set-back for one
year for females). For disabled members, the RP-2000 Combined Disabled Mortality Table projected with Scale
BB to 2013 (set back four years for males) is used for the period after disability retirement.

The long-term expected rate of return was determined by using a building-block method in which best-estimate
tanges of expected future real rate of returns are developed for each assct class. The ranges are combined by
weighting the expected future real rate of return by the target asset allocation percentage. The target allocation
and best estimates of arithmetic real rate of return for each major asset class are summarized in the following
table:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
US Large Cap Equity 5.00% 4.50%
US Mid Cap Equity 6.00% 4.50%
US Small Cap Equity 6.50% 5.50%
International Developed Equity 12.50% 6.50%
Emerging Markets Equity 5.00% 7.25%
Global Bonds 4.00% 3.00%
Global IG Credit 2.00% 3.75%
High Yield 7.00% 5.50%
EMD 5.00% 6.00%
lliquid Private 10.00% 8.50%
Private Equity 10.00% 6.50%
Real Estate 5.00% 9.00%
Absolute Return 10.00% 5.00%
Real Return 10.00% 7.00%
Cash 2.00% 1.50%
Total 100.00% 6.09%

Sensitivity of the Employer’s Proportionate Share of the Net OPEB Liability to Changes in the Healthcare Cost
Trend

Current He_althcare Cost
1.0% Decrease Trend Rate 1.0% Increase

City’s
proportionate share of
the net OPEB liability $630,515 $846,886 $1,101,926
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Discount Rate

The projection of cash flows used to determine the discount rate of 5.85% for CERS Non-hazardous assumed that
local employers would contribute the actuarially determined contribution rate of projected compensation over the
remaining 25 vears (closed) amortization period of the unfunded actuarial accrued liability. The discount rate
determination used an expected rate of return of 6.25%, and a municipal bond rate of 3.62%, as reported in
Fidelity Index’s “20 — Year Municipal GO AA Index” as of June 30, 2018, However, the cost associated with the
implicit employer subsidy was not included in the calculation of the System’s actuarial determined contributions,
and any cost associated with the implicit subsidy will not be paid out of the System’s trusts. Therefore, the
municipal bond rate was applied to future expected benefit payments associated with the implicit subsidy.

Sensitivity of the Employer’s Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate

The following presents the City’s proportionate share of the Net OPEB Liability using the discount rate of 5.85%,
as well as what the City’s proportionate share of the Net OPEB Liability would be if it were calculated using a
discount rate that is one percentage-point lower (4.85%) or one percentage-point higher (6.85%) than the current
rate:

1.0% Decrease Current Discount 1.0% Increase
(4.85%) Rate (5.85%) (6.85%)
City’s
proportionate share of
the net OPEB Lability $1,099,969 $846,886 $631,306

OPEB Plan Fiduciary Net Position

Detailed information about the OPER plan’s fiduciary net position is available in the separately issued KRS 2018
Comprehensive Annual Financial Report at kyretky.gov
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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

The Honorable Mark Walter, Mayor
Members of the City Commission
City of West Liberty, Kentucky

We have audited, in accordance with the anditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of West Liberty,
Kentucky, as of and for the year ended June 30, 2019, and the related notes to the financial statements, which
collectively comprise the City of West Liberty, Kentucky ’s basic financial statements and have issued our report
thereon dated Aungust 16, 2019, which included an explanatory paragraph regarding the omission of required
Management Discussion and Analysis.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of West Liberty,
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 the City of West Liberty, Kentucky’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of West Liberty, Kentucky’s
internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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 have not been identified.
However, as described in 2019-001 and 2019-002 below, we did identify certain deficiencies in internal control
that we consider to be material weaknesses and significant deficiencies.

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. We consider the deficiency described in 2019-

001 to be a material weakness,
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2019-001 Segregation of Duties

Condition: Presently, the City has an absence of appropriate segregation of duties consistent with appropriate
internal control objectives.

Criteria: The City should have appropriate segregation of duties to provide reasonable assurance that the
safeguarding of assets and financial records be maximized.

Cause of Condition: Due to its small size and budget restrictions the City has limited options for establishing an
adequate segregation of duties.

Recommendation: Mayor and City Council should continue their strong oversight.
Management Comment: Management of the City concurs with the finding and will continue strong oversight.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than
a material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiency described in 2019-002 to be a significant deficiency.

2019-002 Financial Reporting

Condition: There is a lack of adequate controls in financial accounting and reporting to properly prepare financial
statements and disclosures according to generally accepted accounting principles.

Criteria: The Statement on Auditing Standards cites a significant deficiency if an entity is unable to prepare its
own financial statements in accordance with Generally Accepted Accounting Principles (GAAP) including the
disclosure notes.

Cause of Condition: The City’s limited budget prevents the hiring of an individual with the accounting skills to
properly prepare financial statements with disclosures.

Recommendation: The management and those charged with governance should make the decision whether to
accept the degree of risk associated with this condition because of cost or other considerations.

Management Comment: Management of the City concurs with the finding.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of West Liberty, Kentucky’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which are described in 2019-003 below.
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2019-003 Failure to Meet Debt Covenant Reserve Requirements

Condition: At June 30, 2019, the City’s water and sewer fund depreciation reserve, operation & maintenance
reserve, and the debt service reserve were all underfunded causing the City to not be in compliance with debt
covenants.

Criteria: Per debt covenants, the City is required to maintain minimum balances in reserves.

Cause of Condition: The balances in reserves have been used in the past to operate the water and sewer fund.

Recommendation: We recommend the City to utilize all remedies available to continue to replenish the debt
covenant reserves. The reserve deficit did decrease from $428,427 at June 30, 2018 to $338,484 at June 30, 2019.

Management Comment: The City will continue to work on meeting it’s obligations.
City of West Liberty, Kentucky’s Response to Findings

The City of West Liberty, Kentucky’s response to the findings identified in our audit is described above. The City
of West Liberty, 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 this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Wbt < WAZ.PSC

Certified Public Accountants
Paintsville, Kentucky
August 16, 2019
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— CITY OF WEST LIBERTY, KENTUCKY
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2019

Variance
Original Final Favorable
5 Budget Budget Actual {Unfavorable)

Revenues:
Property taxes $ 190,000 $ 190,000 $ 201,142 $ 11,142
Taxes on insurance premiums 370,000 370,000 527,549 157,549
Occupational taxes and licenses 375,000 375,000 421,749 46,749
E911 67,000 $7,000 59,252 (7,748)
Unloading license 1,300 1,300 1,400 100
Law enforcement fees 6,500 6,500 6,480 (10)
Telecom tax 12,000 12,000 12,517 517
Interest - - 1,132 1,132
Rent 20,000 20,000 22,576 2,576
Fines and forfeits - - 961 961
Administrative 270,748 270,748 120,926 (149,822)
Contributions - - 156 156
Grants - - 24 598 24,598
Other receipts 116,026 116,026 31,516 {84,510)

A Total revenues 1,428,574 1,428,574 1,431,964 3,380

Expenditures:

General government:
Health and life insurance 58,000 58,000 61,804 (3,804)
Insurance 40,000 40,000 34,938 5,062
Dues and subscriptions 10,000 10,000 2,707 7,293
Materials and supplies 5,000 5,000 2,187 2,813
Janitorial supplies 250 250 32 218
Mayor and city council fees 13,200 13,200 12,355 845
Qther expenses 4,500 4,500 12,750 (8,250)
Office expenses 14,000 14,000 7,547 6,453
Professional fees 12,000 12,000 14,667 (2,667)
Postage 1,300 1,300 1,721 (421)
Repairs and maintenance 20,000 20,000 19,801 199
Retirement 35,000 35,000 37,265 (2,265)
Salaries and wages 160,000 160,000 175,193 {15,193)
Payrol] taxes 12,000 12,000 13,623 {1,623)
Telephone and utilities 17,500 17,500 18,541 {1,041)

Travel and training 2,500 2,500 2,970 470)
Capital outlays - -

Total General Government 405,250 405,250 418,101 (12,851)
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BUDGETARY COMPARISON SCHEDULE (Continued)

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2019

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
Police:
Automobile 13,000 13,000 15,812 (2,812)
Health and life insurance 48,200 49,200 52,950 (3,750)
Insurance 46,000 46,000 37,378 8,624
Dues and subscriptions 2,500 2,500 3,064 (564)
Janitorial supplies 250 250 32 218
Materials and supplies 5,000 5,000 5,838 (838)
Other expenses - - 8,503 {8,503)
Office expenses 3,500 3,500 3,887 (387)
Professional fees 5,000 5,000 4,112 888
Repairs and maintenance 10,000 10,000 14,622 (4,622)
Retirement 51,908 51,909 53,836 (2,027)
Salaries and wages 242,000 242 000 228,497 13,503
Payroll tax 20,000 20,000 19,548 452
Telephone and utilities 19,000 19,000 22,497 (3,497)
Travel and training 10,000 10,000 5,571 4,429
Uniform allowance 2,400 2,400 3,275 {875)
Capital outlays - - - -
Total Police 479,759 479,759 479,520 239
Fire:
Automobile 10,000 10,000 1,974 8,026
Insurance 17,200 17,200 16,915 285
Materiais and supplies 13,000 13,000 1,025 11,975
Other expenses 3,500 3,500 3,967 (467)
Repairs and maintenance 17,000 17,000 9,340 7,660
Telephone and utilities 6,000 6,000 9,398 (3,398)
Travel and training 3,500 3,500 - 3,500
Uniforms - - 2,010 (2,010)
Capital outlays - - 5,000 (5,000)
Total Fire 70,200 70,200 49,629 20,571
Dispatch:
Automohile 1,000 1,000 958 42
Health and life insurance 57,000 57,000 47,854 9,146
Insurance 13,000 13,000 8,080 4,920
Dues and subscriptions 1,000 1,000 1,989 {989)
Janitorial supplies 250 250 32 218
Other expenses - - 1,612 (1,612)
Office expenses 2,000 2,000 2,853 (853)
Professional fees 15,000 15,000 16,564 (1,564)
Repairs and maintenance 20,000 20,000 22,308 (2,308)




CITY OF WEST LIBERTY, KENTUCKY

BUDGETARY COMPARISON SCHEDULE (Continued)

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2019

Retirement

Salaries and wages
Payroll tax

Telephone and utilities
Travel and training
Uniform allowance

Total Dispafch

Street:
Automobile
Insurance
Other expenses
Materials and supplies
Repairs and mainienance
Utilities and telephone

Total Street

Total expenditures

Excess (deficiency) of revenues over expenditures

Other Financing Sources/(Uses):
Operating transfers in
Operating transfers out
Proceeds from insurance
Total Other Financing Sources/(lUses)

Net change in fund balance

Fund balance/(deficit) - beginning of year

Fund balancel/(deficit) - end of year
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Variance

Original Final Favorabie
Budget Budget Actual (Unfavorahle)
47 619 47,619 44 435 3,184
222,000 222000 215,161 5,839
18,000 18,000 16,548 1,452
10,500 10,500 12,398 {1,898)
2,000 2,000 1,543 457
2,800 2,800 658 2,142
412,169 412,169 392,993 19,176
2,000 2,000 100 1,900
8,200 8,200 9,101 (901)
- - 258 (258)
6,500 6,500 4,175 2,325
8,000 8,000 5,764 2,236
42 000 42,000 44 836 (2,836)
66,700 66,700 64,234 2,466
1,434,078 1,434,078 1,404,477 29,601
(5,504) {5,504) 27,487 (26,211)
113,010 113,010 78,899 {34,111)
(107,520) (107,520) (107,657) (137)
- - 6,468 6,468
5,490 5,490 {22,290) {27,780)

$ (14) 3 (14) 5,197 3 5,211

(52,184)
$ (46,987)



CITY OF WEST LIBERTY, KENTUCKY
BUDGETARY COMPARISON SCHEDULE
TOURISM AND PLANNING COMMISSION FUND
FOR THE YEAR ENDED JUNE 30, 2019

Revenues:
Restaurant tax
Motel tax
Shelter income
Interest income
Other receipts

Total revenues
Expenditures:
Administrative
Donations
Materials and supplies
Other expenses
Office expenses
Salaries and wages
Repairs and maintenance
Capital outlays
Total expenditures
Excess (deficiency) of revenues over expenditures

Other financing sources/{uses):
Operating transfers inf(cut)

Total other financing sources/(uses)
Net change in fund balance
Fund balance - beginning of year

Fund balance - end of year

Variance
Original Final Favorable

Budget Budget Actual {Unfavorable)
$ 180,000 $ 180,000 $ 202,033 3 22,033
7,000 7,000 14,689 7,689
1,000 1,000 1,930 930

50 50 74 24
188,050 188,050 218,726 30,676
12,000 12,000 10,924 1,076
117,550 117,550 140,001 (22,451)
25,000 25,000 34,423 {9,423)
28,500 28,500 34,799 (6,299)
- - 36 (38)
25,000 25,000 7,607 17,393
20,000 20,000 2,814 17,188
40,000 40,000 18,450 21,550
268,050 268,050 249 054 18,906
(80,000) (80,000) {(30,328) 11,680

$ (80,000) $ (80,000) (30,328) 3 49,672

147,335
$ 117,007
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CITY OF WEST LIBERTY, KENTUCKY

SCHEDULE OF THE CITY'S PROPORTIONATE SHARE OF
THE NET PENSION LIABILITY (CERS)

JUNE 30, 2019

City's proportion of the nef pension liability (asset)
City's proportionate share of the net pension liability (asset)
City's covered-employee payroll

City's proportionate share of the net pension liability (asset)
as a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage of the total
pension liability

City's proporiion of the net pension liability (asset)
City's proportionate share of the net pension liability (assef)
City's covered-employee payroll

City's proportionate share of the net pension liability (asset)
as a percentage of its covered-employee payroll

Plan fiduciary net positicn as a percentage of the total
pension liahility

6/30/2015 6/30/2016 6/30/2017
0.048393% 0.047458% 0.046297%
$ 1,570,000 $ 2,040,481 § 2,279,512
$ 1,107,267 $ 1,104432 § 1,189,202
141,79% 184.75% 191.68%
66.80% 59.97% 55.50%
6/30/2018 6/30/2019
0.048062% 0.047700%
$ 2813217 § 2905136
$ 1206464 § 1,264,786
233.18% 229.69%
53.30% 53.54%

Schedule is intended to show information for 10 years. Additional years will be displayed as they become

available.
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CITY OF WEST LIBERTY, KENTUCKY
SCHEDULE OF CITY PENSION CONTRIBUTIONS (CERS)
JUNE 30, 2019

Contractually required contribution

Contributions in refation to the contractually required
coritribution

Contribution deficiency (excess)

City's covered-employee payroll

Contributions as a percentage of covered-employee payroll

Contractually required contribution

Contributions in relation to the contractually required
contribution

Contribution deficiency (excess)

City's covered-employee payroll

Contributions as a percentage of covered-employee payroll

8/30/2015 6/30/2016 6/30/2017
$ 141,477 $ 137,170 § 165,894
141,177 137,170 165,894
$ 3 - $ -
$ 1107267 $ 1,104,432 $ 1,188,202
12.75% 12.42% 13.95%
6/30/2018 6/30/2019
$ 174,686 $ 205,148
174,695 205,148
$ - $ -
$ 12065484 § 1,264,786
14.48% 16.22%

Schedule is intended to show information for 10 years. Additional years will be displayed as they become

available.



CITY OF WEST LIBERTY, KENTUCKY 45
NOTES TO REQUIRED PENSION SUPPLEMENTARY INFORMATION (CERS)
FOR THE YEAR ENDED JUNE 30, 2019

NOTE A - CHANGES OF BENEFIT TERMS

During the 2018 legislative session, House Bill 185 was enacted, which updated the benefit provisions for active
members who die in the line of duty. Benefits paid to the spouses of deceased members have been increased from
25% of the member’s final rate of pay to 75% of the member’s average pay. If the member does not have a
surviving spouse, benefits paid to surviving dependent children have been increased from 10% of the member’s
final pay rate to 50% of average pay for one child, 65% of average pay for two children, or 75% of average pay
for three children. The Total Pension Liability as of June 30, 2018 is determined using these updated benefit
provisions.

NOTE B - CHANGES OF ASSUMPTIONS

There have been no changes in actuarial assumptions since June 30, 2017. The total pension liability, net pension
liability, and sensitivity information as of June 30, 2018 were based on an actuarial valuation date of June 30,
2017. The total pension liability was rofled forwarded from the valuation date (June 30, 2017) to the plan’s fiscal
year ending June 30, 2018, using generally accepted actuarial principles.

Actuarial Methods and Assumptions used to determine the Actuarial Determined Contribution for the
Fiscal Year 2018

The following actuarial methods and assumptions were used to determine the actuarially determined contributions
effective for fiscal year ending June 30, 2018:

Valuation Date June 30, 2016

Experience Study July 1, 2008 — June 30, 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of pay

Remaining Amortization Period 27 years, closed

Payroll Growth Rate 4,00%

Asset Valuation Method 20% of the difference between the market value of assets and the
expected actuarial value of assets is recognized

Inflation 3.25%

Salary Increase 4.0%, average

Investment Rate of Return 7.50% for CERS non-hazardous



CITY OF WEST LIBERTY, KENTUCKY

SCHEDULE OF THE CITY'S PROPORTIONATE SHARE OF
THE NET OPEB LIABILITY (CERS}

JUNE 30, 2019

65/30/2018 6/30/2019

City's proportion of the net OPEB liability (asset) 0.048062% 0.047700%
City's proportionate share of the net OPEB liability (asset) $ 866,211 $ 846,886
City's covered-employee payroll $ 1206464 $ 1,264,788
City's proportionate share of the net OPEB liability (asset)

as a percentage of its covered-employee payroll 80.09% 66.96%
Plan fiduciary net position as a percentage of the total

OPEB fiability 52.40% 57.62%

Schedule is intended to show information for 10 years. Additional years will be displayed as they become
available.



CITY OF WEST LIBERTY, KENTUCKY 48
NOTES TO REQUIRED OPEB SUPPLEMENTARY INFORMATION (CERS)
FOR THE YEAR ENDED JUNE 30, 2019

NOTE A -~ CHANGES OF BENEFIT TERMS

During the 2018 legislative session, House Bill 185 was enacted, which updated the benefit provisions for active
members who die in the line of duty. The system shall now pay 100% of the insurance premium for spouses and
children of all active members who die in the line of duty. The total OPEB liability as of June 30, 2018, is
determined using these updated benefit provisions.

NOTE B - CHANGES OF ASSUMPTIONS

The total OPEB liability, net OPEB liability, and sensitivity information as of June 30, 2018, were based on an
actuarial valuation date of June 30, 2017. The total OPEB liability was rolled forward from the valuation date
(June 30, 2017) to the plan’s fiscal year ending June 30, 2018, using generally accepted actuarial principles.
There have been no changes in actuarial assumptions since June 30, 2017 (other than the blended discount rate
used to calculate the total OPEB liability).

Actuarial Methods and Assumptions used to determine the Actuarial Determined Contribution for the
Fiscal Year 2018

The following actuarial methods and assumptions, for actuarially determined contributions effective for fiscal year

ending June 30, 2018:

Valuation Date June 30, 2016

Experience Study July 1, 2008 — June 30, 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of pay

Remaining Amortization Period 27 years, closed

Payroll Growth Rate 4.00%

Asset Valuation Method 20% of the difference between the market value of assets and the
expected actuarial value of assets is recognized

Inflation 3.25%

Salary Increase 4.0%, average

Investment Rate of Return 7.50%

Healthcare Trend Rates

Pre — 65 Initial trend starting at 7.50% and gradually decreasing to an ultimate
trend rate of 5.00% over a period of 5 years.

Post - 65 Initial trend starting at 5.50% and gradually decreasing to an ultimate

trend rate of 5.00% over a period of 2 years.
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CITY OF WEST LIBERTY, KENTUCKY
COMBINING BALANCE SHEET
NON-MAJOR FUNDS

JUNE 30, 2018

ASSETS

Cash and cash equivalents
Certificate of deposit

Due from Water, Sewer, Gas
Bue from General Fund
Receivables

Total Assets

LIABILITIES AND FUND BALANCES

Liabtlities:
Accounts payable
Other accrued liabilities

Total Liabilities

Fund Balances:
Restricted for:
Debt service
Public safety
Streets
Assigned to:
Public safety

Total Fund Balances

Total Liabilities and Fund Balances

Special Revenue Funds

49

Total
Debt Fire Police Municipal Non-Major
Service Tax Incentive Road Aid CMRS Governmental
Fund Funq Fund Fund Fund Fr._mds
$ 32,370 $ 6,273 $ - $ 53,785 $14,970 % 107,398
- 44,345 - - - 44 345
2,000 - - - 35,562 37,562
29,000 - - - - 29,000
- - 2,464 - - 2,464
$ 63,370 5 50,618 $ 2464 $ 53,785 $50,532 $ 220,769
3 - $ - 3 - 3 - $ 1,947 $ 1,947
- - 2!464 - - 2,484
- - 2,464 - 1,947 4,411
63,370 - - - - 63,370
~ - - - 48,585 48,585
- - - 53,785 - 53,785
- 50,618 - - - 50,618
6'3.370 50,618 - 53,785 48,585 216,358
$ 63,370 $ 50,618 $ 2,464 $ 53,785 $50,532 3 220,769




CITY OF WEST LIBERTY, KENTUCKY
SCHEDULE OF OPERATING EXPENSES

BUSINESS-TYPE ACTIVITY

FOR THE YEAR ENDED JUNE 30, 2019

Administrative
Automobile

Chemicals

Depreciation

Dues and Subscriptions
Health and Life Insurance
Insurance

Materials and Supplies
Miscellaneous

Office Expenses

Postage

Professional Fees
Repairs and Maintenance
Retirement

Salaries and Wages
Payroll Taxes

Telephone and Utilities
Testing

Travel and Training
Uniform Allowance

TOTAL OPERATING EXPENSES

SEWER WATER GAS TOTAL
$ 30,772 $ 30772 $ 28722 $ 90,266
15,603 15,748 11,020 42,372
54,378 107,638 - 162,016
331,825 325,944 33,460 691,229
1,727 5,678 2,004 9,409
56,265 79,861 16,487 152,613
54,772 47,535 10,746 113,053
29,238 27,391 18,085 74,714
2,981 1393 508 4,882
2,349 1,169 650 4,168
1,625 1,620 2,053 5,298
31,975 34,900 4,287 71,162
65,558 83,710 9,316 138,585
78,679 105,072 66,300 250,051
210,061 331,298 81,840 623,199
17,616 25,332 8,281 49,229
158,763 151,762 1,323 311,848
10,832 14,890 - 25,722
2,478 1,573 6,998 11,049
2,594 3,715 751 7,060
$ 1,160,092 $1,377,002 $ 300,831 $2,837,925




