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INDEPENDENT AUDITOR'S REPORT
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To the Honorable Mayor and
Members of the Council
City of Walton, Kentucky

ReDort on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund of the City of Walton, Kentucky' as of and for the
year ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise the City's basic financial statements as listed in the table of contents

.Management's Responsihility for the Financial Statements

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

- Auditor's Respon si b i I itY

Our responsibil i ty is to express an opinion 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 Govemment
Auditing Standards issued by the comptroller General of the United States Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriaie 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
Dresentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Van Gorder, Walker & Co., Inc.
C e r t i f i e d  P u b l  c  A c c o u r t a n t s

.Opinion

ln our opinion. the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities, the business-type activities, and each major
fund of the City of Walton, Kentucky as of June 30, 2015 and the respective changes in
financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters

- Req ui red S u p pl em enta ry I nfo rm ati o n

Accounting pinciples generally accepted in the United States of America require that ihe
Management's Dlscusslon and Anal6is on pages 4-10, the budgetary comparison schedules
on pages 32-34 and the pension disclosure on page 35 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropraate
operational, economic, or historjcal 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 infomation for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained
duing our audit of the basic financial statements, We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

ln accordanc€ wtlh Government Auditing Standads, we have also issued our report dated
December 23, 2015 on our consideration of the City of Walton, 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 io 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 internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Slandards in considering the City of Walton, Kentucky's internal control
over financial reporting and compliance.

rt&*Q e/te-.4 //'*.
Van Gorder, Walker, & Co,, Inc,
Erlanger, Kentucky
December 23, 2015
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Management's Discussion and Analysis

As management of the City of Walton, we offer readers of the City of Walton’s financial statements this narrative
overview and analysis of the financial activities of the City of Walton for the fiscal year ended June 30, 2015.

Financial Highlights

 The assets of the City of Walton exceeded its liabilities at the close of the most recent fiscal year by
$18,138,790 (net position). Of this amount, $3,263,577 (unrestricted net position) may be used to meet the
government's ongoing obligations to citizens and creditors.

 The government's total net position decreased by $52,919.
 As of the close of the current fiscal year, the City of Walton’s governmental funds reported combined ending

fund balances of $1,477,200, an increase of $272,115 in comparison with the prior year.
 At the end of the current fiscal year, unassigned fund balance for the general fund was $1,006,374, or 72%

of the total general fund expenditures.
 The City of Walton’s total long term debt decreased by $148,496 (5.9%) during the current fiscal year. This

decrease was a result of the debt service payments made by the water and sewer fund.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Walton’s basic financial
statements. The City of Walton’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-wide financial statements

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

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

The statement of activities presents information showing how the government's net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Walton that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City of Walton include general government, public safety,
highways and streets, and recreation. The business-type activities of the City of Walton include the Water and
Sewer Service. The government-wide financial statements can be found on pages 11-12 of this report.
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Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City of Walton, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the City of Walton can be divided into two categories: governmental funds, and proprietary funds.

Governmental funds

Governmental funds are used to account for essentially the same functions reported as governmental activities
in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well
as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government's near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Walton maintains three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for each fund.

The City of Walton adopts an annual appropriated budget for all funds. A budgetary comparison statement has
been provided for each fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 13-15 of this report.

Proprietary funds

The City of Walton maintains one proprietary fund: the Water & Sewer Fund. Proprietary funds provide the
same type of information as the government-wide financial statements, only in more detail.

The basic proprietary fund financial statements can be found on pages 16-18 of this report.

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 19-
31 of this report.
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Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In
the case of the City of Walton, assets exceeded liabilities by $18,138,790 at the close of the most recent fiscal
year.

By far the largest portion of the City of Walton’s net position (79%) reflects its investment in capital assets (e.g.,
land, buildings, machinery, and equipment), less any related debt used to acquire those assets that is still
outstanding. The City of Walton uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City of Walton’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

Net Position

2015 2014 2015 2014 2015 2014

Current assets 1,507,649$ 2,877,667$ 2,877,667$ 2,520,473$ 4,385,316$ 3,750,297$

Capital assets 6,929,466 9,856,755 9,856,755 10,218,137 16,786,221 17,272,545

Deferred outflows 49,755 - - - 49,755 -

Total Assets 8,486,870 12,734,422 12,734,422 12,738,610 21,221,292 21,022,842

Current liabilities 30,449 24,739 370,120 373,292 400,569 398,031

Long-term liabilities 398,464 51,268 2,244,567 2,381,834 2,643,031 2,433,102

Deferred inflows 38,902 - - - 38,902 -

Total Liabilities 467,815 76,007 2,614,687 2,755,126 3,082,502 2,831,133

Net Position:

Net investment in

capital assets 6,929,466 7,054,408 7,474,921 7,687,807 14,404,387 14,742,215

Restricted 470,826 462,012 - - 470,826 462,012

Unrestricted 618,763 691,805 2,644,814 2,295,677 3,263,577 2,987,482

Total Net Position 8,019,055$ 8,208,225$ 10,119,735$ 9,983,484$ 18,138,790$ 18,191,709$

Total

Governmental

Activities

Business-type

Activities

The remaining balance of unrestricted net position $3,263,577 may be used to meet the government's ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the City of Walton is able to report positive balances in all three categories
of net position, both for the government as a whole, as well as for its separate governmental and business-type
activities. The same situation held true for the prior fiscal year.

The government's net position decreased by $52,919 during the current fiscal year. While the City did not make
budgeted expenditures in both the Municipal Aid Road Fund and the Park Fund, the City’s position slight
decrease is attributable to the prior period adjustment for the new pension reporting requirement.
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Changes in Net Position

2015 2014 2015 2014 2015 2014

Revenues:

Program Revenues:

Charges for Services -$ -$ 1,968,399$ 2,052,600$ 1,968,399$ 2,052,600$

Operating Grants 82,259 82,210 - - 82,259 82,210

Capital Grants 9,048 12,825 - - 9,048 12,825

General Revenues:

Property taxes 529,782 393,901 - - 529,782 393,901

Insurance tax 431,164 393,773 - - 431,164 393,773

Other taxes 100,610 97,398 - - 100,610 97,398

Capital contributions - - 16,000 14,000 16,000 14,000

Water tower - rental - - 12,000 12,000 12,000 12,000

Transfer 3,000 (48,206) (3,000) 48,206 - -

Interest 1,459 2,044 2,754 2,338 4,213 4,382

Gain on sale of asset 7,314 - - - 7,314 -

Miscellaneous 4,120 36,074 6,128 4,916 10,248 40,990

Total Revenues 1,168,756 970,019 2,002,281 2,134,060 3,171,037 3,104,079

Expenses:

General Government 430,657 478,459 - - 430,657 478,459

Public Works 177,112 163,410 - - 177,112 163,410

Streets 373,587 322,360 - - 373,587 322,360

Recreation 28,776 10,119 - - 28,776 10,119

Water & Sewer - - 1,866,030 1,952,306 1,866,030 1,952,306

Total Expenses 1,010,132 974,348 1,866,030 1,952,306 2,876,162 2,926,654

Increase in

Net Position 158,624 (4,329) 136,251 181,754 294,875 177,425

Prior period adjustment (347,794) - - - (347,794) -

Beginning Net Position 8,208,225 8,212,554 9,983,484 9,801,730 18,191,709 18,014,284

Ending Net Position 8,019,055$ 8,208,225$ 10,119,735$ 9,983,484$ 18,138,790$ 18,191,709$

Governmental Business-type

Activities Activities Total
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Financial Analysis of the Government's Funds

As noted earlier, the City of Walton uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds

The focus of the City of Walton’s governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the City of Walton’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Walton’s governmental funds reported combined ending fund
balances of $1,477,200, an increase of $272,115 from the prior year. Of this amount $1,006,374 constitutes
unassigned fund balance, which is available for spending at the government's discretion; $327,841 represents
the fund balance in the City’s municipal aid road fund which is externally restricted in how it is used; and
$142,985 represents the fund balance in the City’s park fund, which is considered to be committed to a specific
purpose by the City. These classifications of fund balance are required under GASB 54.

The general fund is the chief operating fund of the City of Walton. At the end of the current fiscal year, unassigned
fund balance of the general fund was $1,006,374. As a measure of the general fund's liquidity, it may be useful to
compare unassigned fund balance to total fund expenditures. Unassigned fund balance represents 161% of total
general fund expenditures.

Proprietary funds

The City of Walton’s proprietary funds provide the same type of information found in the government-wide
financial statements, but in more detail.

Unrestricted net position of the Water and Sewer Fund at the end of the year amounted to $2,644,814. The total
increase in unrestricted net position for 2015 was $349,137.

Capital Asset and Debt Administration

Capital assets

The City of Walton’s investment in capital assets for its governmental and business type activities as of June 30,
2015, amounts to $27,704,873. This investment in capital assets includes land, buildings, sewer and water
systems, infrastructure, improvements, construction in progress, vehicles, equipment, and furniture and fixtures.
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Capital assets

2015 2014 2015 2014

Land 849,246$ 849,246$ 27,400$ 27,400$

Buildings 1,506,791 1,492,406 - -

Sewer system - - 13,809,905 13,763,555

Water system - - 4,020,200 4,020,200

Infrastructure 5,232,659 5,232,659 - -

Improvements 627,254 607,588 - -

Construction in progress 937,996 937,996 - -

Vehicles 221,096 201,097 28,597 28,597

Equipment 141,727 82,976 164,317 141,437

Furniture & fixtures 135,515 135,515 2,170 2,170

Totals 9,652,284$ 9,539,483$ 18,052,589$ 17,983,359$

Governmental

Activities

Business-type

Activities

Additional information on the City of Walton’s capital assets can be found in Note D on pages 24-25 of this
report.

Long-term debt

At the end of the current fiscal year, the City of Walton had total outstanding debt of $2,381,834. The City of
Walton’s debt represents bonds and notes payable secured solely by specified revenue sources.

2015 2014 2015 2014

Kentucky Infrastructure

Authority

(backed by fee revenues) 2,381,834$ 2,530,330$ 2,381,834$ 2,530,330$

Totals 2,381,834$ 2,530,330$ 2,381,834$ 2,530,330$

Totals

Business-type

Activities

Additional information on the City of Walton’s long-term debt can be found in Note E on pages 25-26 of this
report.

GASB 68 PENSION LIABILITY RECOGNITION

As of June 30, 2015, the City is required, by Governmental Accounting Standards Board Statement No. 68, to
display its proportionate share of the unfunded liability of the Kentucky Retirement System’s County Employee
Retirement System (CERS), a cost sharing multiple employer plan, in which the City is a participant. Due to
this requirement, the 2014 Statement of Net Position above was restated by ($347,794) to include the beginning
balance of the net pension liability at June 30, 2014. The net pension liability, $348,510, the deferred outflow of
resources, $49,755, and the deferred inflow of resources, $38,902, on the Statement of Net Position at June 30,
2015 are a function of this required reporting. Detailed information on this pension recognition can be found in
Note G in the Notes to the Financial Statements
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The City of Walton continues to grow with a continued need to improve and repair the existing infrastructure
(streets, sidewalks and storm water control) for improving the quality of life in Walton. It is important that we
show current and future developers that the City is alive and growing, while offering potential developers a
marketable location. The opening of the Towne Center has helped our growth in respect to property assessment
values. As additional lots are sold and new businesses located at the Towne Center, this growth is expected to
continue. Additional growth is forecasted in our Real Property Assessments; therefore, we should still be able to
keep pace with infrastructure requirements.

Water and sewer rates have provided additional revenue for water line upsizing and looping, a second water
supply source and the sewer plant expansion to handle commercial and residential growth.

The City Council must continue working to make Walton an attractive and desirable location for businesses and
families. We have established great programs such as the: Easter Egg Hunt, Old Fashion Day, Christmas on
Main, The Walton Park Program and the Gaines Tavern History Center. These programs help to create appeal
for those looking for a growing community with a small town atmosphere.

The City needs to work closely with the Walton Towne Center developers; this will not only help our economic
base, but also create employment with full time and part-time positions for the Walton area. The Downtown area
has added some new businesses and we should continue paying attention to this area in regard to beautification
and Downtown vitality.

As the City of Walton looks to 2016, "The Place to Be" must continue to be our marketing tool while protecting
our current assets for the future.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additional financial information, contact Peggy Gray, the City Clerk/Finance
Officer at 40 North Main Street, Walton, Kentucky.



Governmental Business-type

Assets Activities Activities Total

Current Assets:

Cash and cash equivalents 764,048$ 2,079,478$ 2,843,526$
Certificates of deposit 626,988 513,006 1,139,994

Receivables 116,613 285,183 401,796

Capital assets:

Land 849,246 27,400 876,646

Buildings 1,506,791 - 1,506,791
Sewer system 13,809,905 13,809,905
Water system 4,020,200 4,020,200
Infrastructure 5,232,659 5,232,659

Improvements 627,254 627,254

Construction in progress 937,996 937,996

Vehicles 221,096 28,597 249,693
Equipment 141,727 164,317 306,044
Furniture & fixtures 135,515 2,170 137,685
Less accumulated depreciation (2,722,818) (8,195,834) (10,918,652)

Total Assets 8,437,115 12,734,422 21,171,537

DEFERRED OUTFLOW OF RESOURCES

Pension contribution for fiscal year 2015 49,755 - 49,755

TOTAL ASSETS AND DEFERRED OUTFLOW

OF RESOURCES 8,486,870 12,734,422 21,221,292

Liabilities

Current liabilities:

Accounts payable 9,647 92,557 102,204

Accrued liabilities 20,802 7,186 27,988

Accrued interest payable - 10,765 10,765

Customer deposits - 110,825 110,825

Due within one year - 148,787 148,787

Noncurrent liabilities:

Compensated absences 49,954 11,520 61,474
Net pension liability 348,510 - 348,510
Due in more than one year - 2,233,047 2,233,047

Total Liabilities 428,913 2,614,687 3,043,600

DEFERRED INFLOW OF RESOURCES

Deferred inflow of resources related to pensions 38,902 - 38,902

TOTAL LIABILITIES AND DEFERRED INFLOW 467,815 2,614,687 3,082,502

OF RESOURCES

Net Position
Invested in capital assets, net of related debt 6,929,466 7,474,921 14,404,387
Restricted for: special revenue 470,826 - 470,826
Unrestricted 618,763 2,644,814 3,263,577

Total Net Position 8,019,055$ 10,119,735$ 18,138,790$

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

CITY OF WALTON, KENTUCKY
STATEMENT OF NET POSITION
June 30, 2015

Primary Government

11



Operating Capital

Functions/Programs: Charges for Grants and Grants and Governmental Business-type

Primary government: Expenses Services Contributions Contributions Activities Activities Total

Governmental activities:

General government 430,657$ -$ -$ -$ (430,657)$ -$ (430,657)$

Public works 177,112 - - - (177,112) - (177,112)

Streets 373,587 - 82,259 - (291,328) - (291,328)

Recreation 28,776 - - 9,048 (19,728) - (19,728)

Total governmental activities 1,010,132 - 82,259 9,048 (918,825) - (918,825)

Business-type activities:

Water & sewer 1,866,030 1,968,399 - - - 102,369 102,369

Total Business-type activities 1,866,030 1,968,399 - - - 102,369 102,369

Total primary government 2,876,162$ 1,968,399$ 82,259$ 9,048$ (918,825) 102,369 (816,456)

General revenues:

Property taxes 529,782 - 529,782

Insurance tax 431,164 - 431,164

Other taxes 100,610 - 100,610

Water tower - rental - 12,000 12,000

Transfer 3,000 (3,000) -

Interest 1,459 2,754 4,213

Miscellaneous 4,120 6,128 10,248

Capital contributions - 16,000 16,000

Gain on sale of asset 7,314 - 7,314

Total general revenues/transfers 1,077,449 33,882 1,111,331

Change in net position 158,624 136,251 294,875

Net position - beginning 8,208,225 9,983,484 18,191,709

Prior period adjustment-

6/30/14 net pension liability (347,794) - (347,794)

Net position - ending 8,019,055$ 10,119,735$ 18,138,790$

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

Primary Government

CITY OF WALTON, KENTUCKY

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2015

Program Revenues

Net (Expense) Revenue and

Changes in Net Position

12



Municipal Total

General Aid Park Governmental

Fund Fund Fund Funds

Assets

Cash and cash equivalents 403,729$ 317,884$ 42,435$ 764,048$

Certificates of deposit 526,438 - 100,550 626,988

Accounts receivable 111,313 4,958 - 116,271

Accrued interest receivable 342 - - 342

Due from other funds - 6,161 - 6,161

Total Assets 1,041,822 329,003 142,985 1,513,810

Liabilities and Fund Balances

Liabilities:

Accounts payable 8,485 1,162 - 9,647

Accrued liabilities 20,802 - - 20,802

Due to other funds 6,161 - - 6,161

Total liabilities 35,448 1,162 - 36,610

Fund balances:

Unassigned 1,006,374 - - 1,006,374

Restricted - 327,841 - 327,841

Committed - - 142,985 142,985

Total fund balances 1,006,374 327,841 142,985 1,477,200

Total Liabilities and Fund Balances 1,041,822$ 329,003$ 142,985$ 1,513,810$

Reconciliation of Fund Balances to the Statement of Net Position

Total Fund Balance for Governmental Funds 1,477,200$

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. 6,929,466

Long-term liabilities, including compensated absences and net pension liability,

are not payable from current resources are not reported in the funds. (398,464)

Deferred outflows and inflows of resources related to pensions are applicable to

future periods and, therefore not reportable in the funds:

Deferred outflow of resources 49,755

Deferred inflow of resources (38,902)

Net Position of Governmental Activities 8,019,055$

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

CITY OF WALTON, KENTUCKY
BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2015

13



Municipal Total

General Aid Park Governmental

Fund Fund Fund Funds

Revenues

Taxes 529,812$ 100,610$ -$ 630,422$

Licenses and permits 431,134 - - 431,134

Intergovernmental - 82,259 - 82,259

Grants and contributions 3,380 - 5,668 9,048

Interest 932 333 194 1,459

Miscellaneous 4,120 - - 4,120

Sale of asset 16,500 - - 16,500

Total Revenues 985,878 183,202 5,862 1,174,942

Expenditures

General government 379,693 - - 379,693

Public works 148,692 - - 148,692

Streets - 221,844 - 221,844

Recreation - - 21,362 21,362

Capital outlay 97,192 - 37,044 134,236

Total Expenditures 625,577 221,844 58,406 905,827

Excess (deficiency) of revenues

over (under) expenditures 360,301 (38,642) (52,544) 269,115

Other Financing Sources (Uses)

Transfers in 3,000 50,000 50,000 103,000

Transfers out (100,000) - - (100,000)

Total Other Financing Sources (Uses) (97,000) 50,000 50,000 3,000

Net change in fund balances 263,301 11,358 (2,544) 272,115

Fund balances - beginning 743,073 316,483 145,529 1,205,085

Fund balances - ending 1,006,374$ 327,841$ 142,985$ 1,477,200$

The accompanying notes are an integral part of these financial statements.
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Amounts reported for governmental activities in the statement of activities are

different because:

Net change in fund balances - total governmental funds 272,115$

Governmental funds report capital outlays as expenditures. However, in the

statement of activities the cost of those assets is allocated over their estimated

useful lives and reported as depreciation expense. This is the amount by which

capital outlays exceeded depreciation in the current period.

Capital outlays 134,236

Depreciation expense (249,991)

Governmental funds report the cash received from sale of assets as revenue. In the

statement of activities revenue is recognized for the amount received in excess of the

asset's book value:

Sale proceeds of asset (16,500)

Gain on sale of asset 7,314

Governmental funds report pension contributions as expenditures, however, in the statement

of activities, the cost of the pension benefits earned, net of employer contributions,

is reported as pension expense:

Pension contributions 49,755

Costs of benefits earned (39,617)

Some expenses reported in the statement of activities do not require

the use of current financial resources and therefore are not reported

as expenditures in governmental funds, such as compensated absences. 1,312

Change in net position of governmental activities 158,624$

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

Current assets:

Cash and cash equivalents 2,079,478$

Certificates of deposit 513,006

Accounts receivable 282,564

Interest receivable 2,619

Total current assets 2,877,667

Noncurrent assets:

Capital assets:

Land 27,400

Sewer system 13,809,905

Water system 4,020,200

Vehicles 28,597

Equipment 164,317

Furniture & fixtures 2,170

Less accumulated depreciation (8,195,834)

Total noncurrent assets 9,856,755

Total Assets 12,734,422

Liabilities

Current liabilities:

Accounts payable 92,557

Accrued liabilities 7,186

Accrued interest payable 10,765

Customer deposits 110,825

Notes payable - current 68,787

Bonds payable - current 80,000

Total current liabilities 370,120

Noncurrent liabilities:

Compensated absences 11,520

Notes payable 768,047

Bonds payable 1,465,000

Total noncurrent liabilities 2,244,567

Total Liabilities 2,614,687

Net Position

Invested in capital assets, net of related debt 7,474,921

Unrestricted 2,644,814

Total Net Position 10,119,735$

The accompanying notes are an intregal part of these financial statements.
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Operating revenues:

Water service 906,219$

Sewer service 695,396

Sewer tap fees 66,000

Sewer surcharge fee 184,322

Water meter installation 36,400

Water tap fees 20,000

Water sales - quarters 14,131

Penalties 45,931

Miscellaneous 6,128

Total operating revenues 1,974,527

Operating expenses:

Cost of sales and services 1,359,441

Depreciation 430,612

Total operating expenses 1,790,053

Operating income 184,474

Nonoperating revenues (expenses):

Water tower - rental 12,000

Interest income 2,754

Transfer to general fund (3,000)

Interest expense (75,977)

Total nonoperating revenues (expenses) (64,223)

Income before transfers and contributions 120,251

Capital contributions 16,000

Change in net assets 136,251

Total net position - beginning 9,983,484

Total net position - ending 10,119,735$

The accompanying notes are an integral part of these financial statements.
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Cash Flows From Operating Activities

Receipts from customers and users 1,964,320$

Payments to suppliers (1,186,552)

Payments to employees (169,815)

Net Cash Provided By Operating Activities 607,953

Cash Flows From Capital And Related Financing Activities

Capital contributions 16,000

Purchases of capital assets (69,230)

Principal paid on capital debt (148,496)

Interest paid on capital debt (75,977)

Water tower - rental 12,000

Interfund activity (3,000)

Net Cash Provided (Used) By Capital And Related Financing Activities (268,703)

Cash Flows From Investing Activities

Certificates of deposit (876)

Interest income 135

Net Cash Provided (Used) By Investing Activities (741)

Net increase in cash 338,509

Cash - beginning of period 1,740,969

Cash - end of period 2,079,478$

Reconciliation of operating income to net cash provided by operating activities

Operating income (loss) 184,474$

Adjustments to reconcile operating income to net cash provided (used) by

operating activities:

Depreciation expense 430,612

(Increase) decrease in accounts receivable (15,597)

Increase (decrease) in accounts payable (10,639)

Increase (decrease) in accrued liabilities 13,713

Increase (decrease) in customer deposits 5,390

Total adjustments 423,479

Net cash provided by operating activities 607,953$

The accompanying notes are an integral part of these financial statements.
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Walton, Kentucky, have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The significant accounting policies of the
City are described below.

Financial Reporting Entity

The City of Walton is a municipality governed by an elected Mayor and six-member City Council. As
required by generally accepted accounting principles, these financial statements present all activities
for which the City is considered to be financially accountable.

Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the non-fiduciary activities of the City. For the most part, the
effect of inter-fund activity has been removed from these statements. Governmental activities, which
are normally 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 direct expenses, of a given function or
segment, are offset by program revenues. Direct expenses are those clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use or directly benefit from goods, services or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial
statements, rather than reported as expenditures. Proceeds of long-term debt are recorded as a
liability in the government-wide financial statements, rather than as other financing sources. Amounts
paid to reduce long-term indebtedness of the City are reported as a reduction of the related liability,
rather than as expenditures.

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay the liabilities of the current
period. For this purpose, the government considers revenues to be available if they are collected
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within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due.

The City reports on the following funds:

The general fund is the City’s primary operating fund. It accounts for all financial resources of the
general government, except for those required to be accounted for in another fund.

Special revenue funds are used to account for the proceeds of specific revenue sources that are
restricted to expenditures for specific purposes.

The City reports on the following proprietary fund:

The proprietary fund accounts for the activities of the City’s water and sewer sales and services
function.

Proprietary funds distinguish operating revenues and expenses from non-operating revenues and
expenses. Operating revenues and expenses generally result from providing services in connection
with a proprietary fund’s principal ongoing operations. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses. In accordance with GASB
Statement No. 20, the City has elected to follow GASB statements issued after November 30, 1989,
rather than the Financial Accounting Standards Board, in accounting for enterprise funds and
business-type activities.

Assets, Liabilities and Net Position or Equity

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits as well as short-term investments with an initial
maturity date within three months of the date acquired by the City. The City is authorized by state
statute to invest in:

1. Obligations of the United States and of its agencies and instrumentalities.
2. Certificates of deposit.
3. Banker’s acceptances.
4. Commercial paper.
5. Bonds of other states or local governments.
6. Mutual funds.

Property Tax Receivable

Property taxes are levied as of October 1, on values assessed on January 1. The billings are
considered past due 90 days after the respective tax billing date, at which time the applicable property
is subject to lien, and penalties and interest are assessed.
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Short-Term Inter-fund Receivables/Payables

During the course of operation, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as “due from/to other
funds” on the balance sheet. Short-term inter-fund loans are classified as “inter-fund
receivables/payables”. There were no inter-fund receivables/payables at June 30, 2015.

Fixed Assets

General capital assets are those assets not specifically related to activities reported in the propriety
fund. These assets are reported in the governmental activities column of the government-wide
statement of net position. Capital assets used by the proprietary fund are reported in the business-
type activities column of the government-wide statement of net position.

The accounting and reporting treatment applied to capital assets associated with a fund are
determined by its measurement focus. General capital assets are long-lived assets of the City as a
whole. When purchased, such assets are recorded as expenditures in the governmental funds and
capitalized (recorded and accounted for) in the General Fixed Asset Account Group. Infrastructure
such as streets, traffic signals, and signs are capitalized. The valuation basis for general capital
assets are historical costs, or where historical cost is not available, estimated historical cost based on
replacement cost.

Capital assets used in operations are depreciated over their estimated useful lives using the straight-
line method in the government-wide financial statements. Depreciation is charged as an expense
against operations, and accumulated depreciation is reported on the respective balance sheet.

The range of lives used for depreciation purposes for each fixed asset class is as follows:

Buildings 40 years

Public Domain Infrastructure 40 years

Improvements 10 years

Vehicles 7 years

Machinery & Equipment 5 years

Furniture & Fixtures 5 years

Compensated Absences

Vested or accumulated vacation leave, which is expected to be liquidated with expendable and
available financial resources, is reported as an expenditure and a fund liability of the governmental
fund that will pay it. Vacation pay and sick pay (for qualifying employees) is accrued when incurred
and reported as a fund liability. The City maintains a certificate of deposit restricted with the purpose
of paying on its compensated absences.
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Long-term Obligations

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

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities or proprietary fund type statement of net position.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements.
The debt proceeds are reported as revenues and payment of principal and interest reported as
expenditures. The accounting for the proprietary fund is the same in the fund statements as it is in the
government-wide statements.

Fund Equity

Net position is the difference between assets and liabilities. Amounts invested in capital assets, net of
related debt are capital assets, less accumulated depreciation and any outstanding debt related to the
acquisition, construction or improvement of those assets.

In the fund financial statements, fund balances have different classifications based upon their
purposes, under GASB 54. The fund balance of the general fund is classified as unassigned, which
represents funds not classified as non-spendable, committed, restricted, or assigned. The fund
balance of the municipal road aid fund, a special revenue fund, is classified as restricted, as funds are
externally restricted by the agency providing funding. The fund balance of the park fund, another
special revenue fund, is classified as committed, as these funds have a specific purpose that has
been designated internally.

Revenues, Expenditures and Expenses

Operating Revenues and Expenses

Operating revenues and expenses for the proprietary fund are those that result from providing
services, and producing and delivering goods and/or services. It also includes all revenue and
expenses, net related to capital and related financing, non-capital financing, or investing activities.

Inter-fund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions
that constitute reimbursements to a fund for expenditures/expenses initially made from it that are
properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that is reimbursed.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. These estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosures of contingent
assets and liabilities, and the reported revenues and expenditures. Actual results could differ from
those estimates.
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NOTE B – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

A. In accordance with City ordinance prior to June 1, the Mayor submits to the City Council, a
proposed operating budget for the fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and the means of financing them for the upcoming year.

B. A public meeting is conducted to obtain taxpayer comment.

C. Prior to June 30, the budget is legally enacted through passage of an ordinance.

D. The Mayor is required by Kentucky Revised Statute to present a quarterly report to the City
Council explaining any variance from the approved budget.

E. Appropriations continue in effect until a new budget is adopted.

NOTE C – DEPOSITS

The City maintains deposits with financial institutions insured by the Federal Deposit Insurance
Corporation (FDIC). As allowed by law, the depository bank should pledge securities along with FDIC
insurance at least equal to the amount on deposit at all times.

As of June 30, 2015 the City had cash and cash equivalents of $2,843,526. All cash balances not
covered by FDIC insurance are fully collateralized.
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NOTE D – CAPITAL ASSETS AND DEPRECIATION

Capital assets activity for the year ended June 30, 2015 was as follows:

Balance Retirements/ Balance

June 30, Deletions/ June 30,

2014 Additions Reclassification 2015

Governmental activities:

Land 849,246$ -$ -$ 849,246$

Buildings 1,492,406 14,385 - 1,506,791

Infrastructure 5,232,659 - - 5,232,659

Improvements 607,588 19,666 - 627,254

Construction in progress 937,996 - - 937,996

Vehicles 201,097 19,999 - 221,096

Equipment 82,976 80,186 (21,435) 141,727

Furniture & fixtures 135,515 - - 135,515

Subtotal 9,539,483 134,236 (21,435) 9,652,284

Accumulated depreciation:

Buildings (710,986) (31,778) - (742,764)

Infrastructure (1,098,694) (130,817) - (1,229,511)

Improvements (393,741) (52,725) - (446,466)

Vehicles (151,819) (21,536) - (173,355)

Equipment (72,866) (7,885) 12,248 (68,503)

Furniture & fixtures (56,969) (5,250) - (62,219)

Subtotal (2,485,075) (249,991) 12,248 (2,722,818)

Net capital assets 7,054,408$ (115,755)$ (9,187)$ 6,929,466$

Depreciation was charged to functions as follows:

Governmental activities:

General government 62,959$

Public works 27,875

Streets 7,414

Recreation 151,743

Total governmental activities depreciation expense 249,991$
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The following is a summary of changes in fixed assets in the proprietary fund:

Balance Balance

June 30, Retirements/ June 30,

2014 Additions Deletions 2015

Business-type activities:

Not being depreciated:

Land 27,400$ -$ -$ 27,400$

Subtotal 27,400 - - 27,400

Other capital assets: . .

Sewer system 13,763,555 46,350 - 13,809,905

Water system 4,020,200 - - 4,020,200

Vehicles 28,597 - - 28,597

Equipment 141,437 22,880 - 164,317

Furniture & fixtures 2,170 - - 2,170

Subtotal 17,955,959 69,230 - 18,025,189

Accumulated depreciation:

Sewer system (5,404,718) (344,216) - (5,748,934)

Water system (2,200,181) (84,188) - (2,284,369)

Vehicles (28,596) - - (28,596)

Equipment (129,557) (2,208) - (131,765)

Furniture & fixtures (2,170) - - (2,170)

Subtotal (7,765,222) (430,612) - (8,195,834)

Net capital assets 10,218,137$ (361,382)$ -$ 9,856,755$

NOTE E – LONG-TERM DEBT

The City has the following long-term debt payable to the Kentucky Infrastructure Authority in
connection with water and sewer line improvements. Revenues from the water and sewer system are
pledged for the payment of the principal and interest on the notes.

Date of Interest Maturity Balance

Debt Item Issuance Rate Date 06/30/2015

KIA Note C88-14 04/01/1993 3.500% 06/01/2018 100,000$

Bond Series 2008 09/25/2008 2.500% 11/01/2028 1,545,000

KIA Note B08-05 09/01/2008 0.600% 06/01/2029 736,834

2,381,834$
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The following is a schedule of future debt service requirements to maturity at June 30, 2015:

Year ended

June 30, Principal Interest Principal Interest

2016 20,000$ 3,760$ 48,787$ 5,797$

2017 20,000 4,259 49,080 5,406

2018 60,000 2,556 49,375 5,013

2019 - - 49,672 4,618

2020 - - 49,970 4,220

2021-2025 - - 254,393 15,044

2026-2029 - - 235,557 4,730

100,000$ 10,575$ 736,834$ 44,828$

Year ended

June 30, Principal Interest Principal Interest

2016 85,000$ 62,045$ 153,787$ 71,602$

2017 90,000 58,983 159,080 68,648

2018 90,000 55,833 199,375 63,402

2019 95,000 52,429 144,672 57,047

2020 100,000 48,675 149,970 52,895

2021-2025 550,000 177,867 804,393 192,911

2026-2029 535,000 48,447 770,557 53,177

Total 1,545,000$ 504,279$ 2,381,834$ 559,682$

KIA Note C88-14 KIA Note B08-05

Bond Series 2008 Debt Total

NOTE F – CLAIMS AND JUDGMENTS

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

NOTE G – EMPLOYEE RETIREMENT SYSTEM

The City participates in the County Employees’ Retirement System of Kentucky (“Plan”). The Plan is
a cost-sharing, multi-employer public retirement plan created by and operating under Kentucky law. It
is a defined benefit plan that covers substantially all regular employees of the City.

The County Employees Retirement System covers substantially all regular non-certified full-time
employees of each county and school board, and any additional local agencies electing to participate.
The Plan provides for retirement, disability and death benefits.

Participating non-hazardous employees contribute 5% (8% for hazardous duty employees) of their
creditable compensation. Employer contribution rates are intended to fund the normal cost on a
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current basis plus 1% of un-funded past service costs per annum plus interest at the actuarial
assumed rate. Such contribution rates are determined by the Board of Trustees of Kentucky
Retirement Systems each biennium.

Contributions

The City contributed 17.67% of the non-hazardous duty employee’s compensation during the fiscal
year ended June 30, 2015.

The City of Walton made all required contributions for the Plan pension obligation for the fiscal year
ended June 30, 2015 in the amount of $49,755.

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

At June 30, 2015, the City reported a liability of $348,510 its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2014, 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
entities, actuarially determined. At June 30, 2014, the City's employer allocation proportion was
0.010742% of the total CERS non-hazardous duty. For the year ended June 30, 2015, the City’s
funds recognized pension expense of $49,755. At June 30, 2015, the City reported deferred outflows
of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflow Deferred Inflow

of Resouces of Resources

Differences between expected and

actual experience -$ -$

Net difference between projected and

actual earnings on plan investments - 38,902

Changes of assumptions - -

Changes in proportion and differences

between City contributions and

proportionate share of contributions - -

City contributions subsequent to the

measurement date 49,755 -

Total 49,755$ 38,902$

The Schedule of Deferred Inflows and Outflows, and Pension Expense include only certain categories
of deferred outflows of resources and deferred inflows of resources. These include differences
between expected and actual experience, changes of assumptions and differences between projected
and actual earnings on plan investments. The Schedule does not include deferred outflows/inflows of
resources for changes in the employer’s proportionate share of contributions or employer
contributions made subsequent to the measurement date. The net pension liability as of June 30,
2014, is based on the June 30, 2014, actuarial valuation for the first year of implementation. As a
result, there are no differences between expected and actual experience and changes in assumptions
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subject to amortization. Deferred outflows and inflows related to differences between projected and
actual earnings on plan investments are netted and amortized over a closed five year period.

The $49,755 of deferred outflows of resources resulting from the City’s contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability in the year ending
June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of
resources will be recognized in pension expense as follows:

Fiscal Year Ending Net

Deferral

7,781$

7,781

7,780

7,780

7,780

38,902$

Actuarial Assumptions

The total pension liability in the June 30, 2014 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Valuation Date June 30, 2014
Experience Study July 1, 2005 – June 30, 2008
Actuarial Cost Method Entry Age Normal
Amortization Method Level percentage of payroll, closed
Remaining Amortization Period 30 years
Asset Valuation Method 5‐year smoothed market
Inflation 3.5%
Salary Increase 4.5%, average, including inflation
Investment Rate of Return 7.75%, net of pension plan expense, including inflation

Mortality rates were based on the 1983 Group Annuity Mortality Table for all retired members and
beneficiaries as of June 30, 2006 and the 1994 Group Annuity Mortality Table for all other members.
The Group Annuity Mortality Table set forward five years is used for the period after disability
retirement.

The long‐term expected return on plan assets is reviewed as part of the regular experience studies
prepared every five years for CERS. The most recent analysis, performed for the period covering
fiscal years 2005 through 2008, is outlined in a report dated August 25, 2009. Several factors are
considered in evaluating the long‐term rate of return assumption including long term historical data,
estimates inherent in current market data, and a log‐ normal distribution analysis in which
best‐estimate ranges of expected future real rates of return (expected return, net of investment
expense, and inflation) were developed by the investment consultant for each major asset
class. These ranges were combined to produce the long‐term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and then adding
expected inflation. The capital market assumptions developed by the investment consultant are
intended for use over a 10‐year horizon and may not be useful in setting the long‐term rate of return
for funding pension plans which covers a longer timeframe. The assumption is intended to be a long
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term assumption and is not expected to change absent a significant change in the asset allocation, a
change in the inflation assumption, or a fundamental change in the market that alters expected
returns in future years. The target allocation and best estimates of arithmetic real rates of return for
each major asset class are summarized in the following table:

CERS Hazardous

& Non-Hazardous Long Term

Target Expected

Asset Class Allocation Nominal Return

Domestic equity 30% 8.5%

International equity 22% 8.9%

Emerging market equity 5% 10.5%

Private equity 7% 11.3%

Real estate 5% 7.0%

Core US fixed income 10% 5.3%

HY US fixed income 5% 7.3%

Non US fixed income 5% 5.5%

Commodities 5% 7.8%

TIPS 5% 5.0%

Cash 1% 3.3%

Total 100%

Discount Rate

The discount rate used to measure the total pension liability was 7.75%. The projection of cash flows
used to determine the discount rate assumed that contributions from plan members and employers
will be made at statutory contribution rates. Projected inflows from investment earnings were
calculated using the long‐term assumed investment return of 7.75%. The long‐term assumed
investment rate of return was applied to all periods of projected of benefit payments to determine the
total pension liability.

Sensitivity of the City’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 calculated using the
discount rate of 7.75%, 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 1-percentage-point lower (6.75%) or 1-percentage-
point higher (8.75%) than the current rate:

Discount City's Proportionate Share

Rate of Net Pension Liability

1% decrease 6.75% 303,541$

Current discount rate 7.75% 348,510

1% increase 8.75% 393,479
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Plan Fiduciary Net Position

The Plan issues a publicly available financial report that includes financial statements and required
supplementary information, and detailed information about the Plan’s fiduciary net position. The
report may be obtained in writing from the County Employee Retirement System, 1260 Louisville
Road, Perimeter Park West, Frankfort, Kentucky, 40601.

NOTE H – CONTINGENT LIABILITIES

The City is from time to time a defendant in various lawsuits. Although the outcome of these lawsuits
is not presently determinable, in the opinion of the City’s Attorney the resolution of these matters will
not have a material adverse effect on the financial condition of the government. As of June 30, 2015,
the City was not involved in any lawsuits.

NOTE I – RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees, and natural disasters. The City has obtained
insurance coverage through a commercial insurance company. In addition, the City has effectively
managed risk through various employee education and prevention programs through the efforts and
cooperation of its risk manager and department heads. All risk general liability management activities
are accounted for in the General Fund. Expenditures and claims are recognized when probable that a
loss has occurred and the amount of loss can be reasonably estimated.

The City Attorney estimates that the amount of actual potential claims against the City as of June 30,
2015, will not materially affect the financial condition of the City. Therefore, the General Fund
contains no provision for estimated claims. No claim has exceeded insurance coverage amounts in
the past four fiscal years.

NOTE J – IMPLEMENTATION OF NEW ACCOUNTING STANDARDS

Statement No. 67 – Financial Reporting for Pension Plans; an amendment of GASB Statement No.
25 – This statement is not currently applicable to the City of Walton, KY.

Statement No. 68 – Accounting and Financial Reporting for Pensions; an amendment of GASB
Statement No. 27 – Requires the City to report their representative share of the unfunded pension
liability of the Kentucky County Employee Retirement System (CERS) on the City’s Statement of Net
Position. This statement is effect for the fiscal period June 30, 2015.

Statement No. 69 – Government Combinations and Disposals of Government Operations – This
statement is not currently applicable to the City of Walton, Kentucky.

Statement No. 70 – Accounting and Financial Reporting for Nonexchange Financial Guarantees –
This statement is not currently applicable to the City of Walton, Kentucky.
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NOTE K – FUTURE ACCOUNTING STANDARDS

Statement No. 77 – Tax Abatement Disclosures

Statement No. 76 – The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments

Statement No. 75 – Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions

Statement No. 74 – Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans

Statement No. 73 – Accounting and Financial Reporting for Pensions and Related Assets That Are
Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB
Statements 67 and 68

Statement No. 72 – Fair Value Measurement and Application

Statement No. 71 – Pension Transition for Contributions Made Subsequent to the Measurement
Date—an amendment of GASB Statement No. 68

NOTE L – PRIOR PERIOD ADJUSTMENT

The City has recorded an adjustment to the Beginning Net Position of $347,794 at June 30, 2014.
This adjustment accounts for the estimated net pension liability at June 30, 2014, and is being
recorded in accordance with Government Accounting Standards Board Statement No. 68.

NOTE M – SUBSEQUENT EVENTS

The City’s management has evaluated and considered the need to recognize or disclose subsequent
events through December 23, 2015, which represents the date that these financial statements were
available to be issued. Subsequent events past this date, as they pertain to the year ended June 30,
2015, have not been evaluated by the City’s management.



Variance with

Final Budget -

Actual Positive

Original Final Amounts (Negative)

Revenues

Property taxes 400,000$ 400,000$ 529,812$ 129,812$

Licenses and permits 375,000 375,000 431,134 56,134

Fines and forfeitures 1,000 1,000 - (1,000)

Interest 1,000 2,000 932 (1,068)

Miscellaneous 10,000 9,000 24,000 15,000

Total Revenues 787,000 787,000 985,878 198,878

Expenditures

General government 495,250 495,250 379,693 115,557

Public works 174,600 174,600 148,692 25,908

Capital outlay 107,000 127,000 97,192 29,808

Total Expenditures 776,850 796,850 625,577 171,273

Excess (deficiency) of revenues

over (under) expenditures 10,150 (9,850) 360,301 370,151

Other Financing Sources (Uses)

Transfers in - - 3,000 3,000

Transfers out (100,000) (100,000) (100,000) -

Total Other Financing Sources (Uses) (100,000) (100,000) (97,000) 3,000

Net change in fund balances (89,850) (109,850) 263,301 373,151

Fund balances - beginning 596,857 596,857 743,073 146,216

Fund balances - ending 507,007$ 487,007$ 1,006,374$ 519,367$

For the Year Ended June 30, 2015

Budgeted Amounts

CITY OF WALTON, KENTUCKY

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - BUDGET TO ACTUAL
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Variance with

Final Budget -

Actual Positive

Original Final Amounts (Negative)

Revenues

Tax revenues 88,000$ 88,000$ 100,610$ 12,610$

Intergovernmental 61,300 61,300 82,259 20,959

Interest 300 300 333 33

Total Revenues 149,600 149,600 183,202 33,602

Expenditures

Streets 479,000 479,000 221,844 257,156

Capital outlay - - - -

Total Expenditures 479,000 479,000 221,844 257,156

Excess (deficiency) of revenues

over (under) expenditures (329,400) (329,400) (38,642) 290,758

Other Financing Sources

Transfers in 50,000 50,000 50,000 -

Total Other Financing Sources 50,000 50,000 50,000 -

Net change in fund balances (279,400) (279,400) 11,358 290,758

Fund balances - beginning 289,838 289,838 316,483 26,645

Fund balances - ending 10,438$ 10,438$ 327,841$ 317,403$

For the Year Ended June 30, 2015

Budgeted Amounts

CITY OF WALTON, KENTUCKY
MUNICIPAL ROAD AID FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - BUDGET TO ACTUAL
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Variance with

Final Budget -

Actual Positive

Original Final Amounts (Negative)

Revenues

Interest 100$ 100$ 194$ 94$

GTHC Events 5,000 5,000 4,668 (332)

Contributions 1,000 1,000 1,000 -

Total Revenues 6,100 6,100 5,862 (238)

Expenditures

Recreation 22,500 22,500 21,362 1,138

Capital outlay 107,500 107,500 37,044 70,456

Total Expenditures 130,000 130,000 58,406 71,594

Excess (deficiency) of revenues

over (under) expenditures (123,900) (123,900) (52,544) 71,356

Other Financing Sources

Transfers in 50,000 50,000 50,000 -

Total Other Financing Sources 50,000 50,000 50,000 -

Net change in fund balances (73,900) (73,900) (2,544) 71,356

Fund balances - beginning 92,685 92,685 145,529 52,844

Fund balances - ending 18,785$ 18,785$ 142,985$ 124,200$

Budgeted Amounts

CITY OF WALTON, KENTUCKY
PARK FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - BUDGET TO ACTUAL

For the Year Ended June 30, 2015
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CITY OF WALTON, KENTUCKY
Required Supplementary Information - Multiple Employer, Cost Sharing, Defined Benefit Pension Plan Disclosure

For the Year Ended June 30, 2015

(New disclosure in 2015, will display additional years as time progresses)

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

Proportion of net pension liability 0.010742%

Proportionate share of the net

pension liability (asset) 348,510$

Covered employee payroll in year

of measurement 285,957

Share of the net pension liability

(asset) as a percentage of its

covered employee payroll 121.87%

Plan fiduciary net position as a

percentage of total pension liability 65.96%

(New disclosure in 2015, will display additional years as time progresses)

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

Contractually required contribution 47,104$ 39,618$

Actual contribution 49,755 39,618

Contribution deficiency (excess) (2,651) -

Covered employee payroll 302,048 285,957

Contributions as a percentage of

covered employee payroll 16.47% 13.85%

Changes of Assumptions

The net pension liability as of June 30, 2015, is based on the June 30, 2014, actuarial valuation for the first year of implementation. 

As a result, there are no differences between expected and actual experience and changes in assumptions subject to amortization. 

for the Year Ended June 30, 2015

Schedule of the City's Proportionate Share of the Net Pension Liability

County Employees’ Retirement System (CERS)

Schedule of the District’s Contributions

County Employees’ Retirement System (CERS)

Notes to Required Supplementary Information
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Van Gorder.  Walker & Co..  lnc
C e r t i f  i e d  P u b l i c  A c c o u n t a n t s

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 GOVERNMENr
AUDITINC STANDARDS

To the Hgnorable Mayor and
Members of Council of
City of Walton, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards aDolicable to financial audits contained in Government
Auditing Standatds, issued by the Comptroller General of the United States, the financial
statements of the governmental activities and each major fund of the City of Walton, Kentucky
as of June 30, 2015 and the related notes to the financial statements which collectively
comprise the City of Walton, Kentucky's financial statements, and have issued our report
thereon dated December 23,2015.

Internal Control over Financial Reportinq

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

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

Our consideration of internal control was for the limited pu|pose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that mighi be
material weaknesses or signillcant deficiencies and therefore material weaknesses or
significant deflciencies may exist that wefe not identified. Given these limitations, during ouf
audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified. We did
identify certain deficiencies in internal control, descdbed below, thai we consider to be
sionif icant deficiencies.

(  hx r l . s  \  \ ' rn  a io t r l . r .  aPA
Lo. i  A .  Or .n .  CPA

J.hn R Chr . rber  l r  d .  (  l ' 4 .  VB i \
Itl.niL(i fl r\lCP,\ L KICPA

Ll i . ,R l  r  | ( . t r r , .11  , t  a )h i .
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Van Gorder, Walker & Co., Inc.
C e r l  f  e d  P u b  i c  A c c o u n t a n t sLack of Segregation of Duties

Condition: We noted that, due to the size of the City and financial considerations, the executing
and recording of transactions afe performed by the same person.

Criieria: The process of executing a transaction should be segregated from the process of
recording the transaction.

Effect: Segregation of duties is a necessary part of any system of internal control Lack of
segregation of duties could allow for receipts to be diverted away from the City and expenses
not attributed to the City could be paid fof from the City's cash account.

Recommendation: The City should consider the use of an outside accountant to assist with
monthly reports and to reconcile accounts; this would be an outstanding compensating control
Internal controls should continue to be implemented to segregate the duties oi the personnel.
lvanagement should continue to monitor controls to ascertain that they are sufficient to reduce
the isk of material misstatement to an acceptable level.

Compliance and Other Matters

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

eurE99-9t!!!9-E9p9rt

The purpose of ihis report is solely to descdbe 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 jntegral part of an audit
performed in accordance willl Government Auditing Standatds in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

va44 6tu"4/,-
Van Gorder, Walker, & co., lnc.
Erlanger, Kentucky
December 23, 2015
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