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INDEPENDENT AUDITOR'S REPORT

The Heonorable Town Council
Town of Warfield
Warfield, Kentucky

We have audited the accompanying financial statements of the governmental activities of the
Town of Warlield, Kentucky, as of and for the vear ended June 30, 2007 which collectively
compnise the Town's basic financial statements as listed in the 1able of contents. These financial
statements are the responsibility of the Town of Warleld, Keatucky, management, Our
responsibility is to express an opinion on the financial stements based on our awdit.

We conducted cur audit in accordance with auditing standards generally accepted 1 the Umled
Statcs of America and the standards applicable to finaneial audits contained in Goverrment
Auditing Standards, 1ssued by the Complrolier General of the United States. Those standards
require thal we plan and perform the audit 1o obtain reasonable assurance about whether the
financial statements are free from material misstalement. An andit inclndes examining, on a fest
basis, evidence supporting the amounts and disclosures in the linancial stalements. An andit also
includes assessing the accounting principles used amd significant estimates made by
management, as well as evaluating the overall financial statement presentation. We beleve (hat
our audit provides a reasonable basis for our opinion.

In vur epimon, the financisl statements relerred to above present fairly, in all material respects,
the respective financial position of the government activities and the business-type activitics of
the Town of Warfield as of June 30, 2007, and for the year there ended in conformity with
accounting principles generally aceepted in the United States of America.

In accordance with Goversment duditing Standards, we have also issued our report dated
December 4, 2009, on our consideration of the Town of Warfield, Kentucky's internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations,




contracts, and grants. That report is an integral part of an audit performed in accordance with
Crovernment Auditing Standards and shouid be read in conjunction with this report in
considering the results of our andit.

O audit was conducied foi the purposc of forning an opindion oi the goneral puipose fiancial
staternents taken as a whole. The schedules listed in the table of contents as supplemental
miormation are presented for the purposc of additional analysis and are not a required pari of (he
financial statements of the Town of Warficld. Such information has heen subjected to the
auditing procedurcs applied in the andit of the general purpose financial statements, and, in our
~opinion, is fairly stated in all material respecis in relation (o the general purpose financial
statemnents taken as a whole.

Town of Warfield, Kentucky, has not presented the Management; Discussion and Analysis leiter
thal accounting principles generally accepted in the United States has determined is necessary to
supplement, although not required to be part of, the basic financial staternents.

ot B Gkt FFE

John B, Tackett, PSC, CPA
Pikeville and Salyersville, Kentucky
December 4, 2000
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TRV OF WARFIELD
STATEMENT OF NET ASSETS

JUTWE 30, 2007
GOVERMBENTAL
ACTIVITIES
ARSETS
Cash and cash cquivalents 5 139270
Prepaid Expenses b 198
Reccivables {Not: 5) 5,672
Capital asscts (Note 1)
Land 100,001
Buildings 03,300
Equipnosnt/auboes 56,763
Less Acciamulated depreaiation BB
TOTAL ARRETSR § 534244
LTABILITIEY
Acerued expenses % 1,000
Tax liahilities 40
Long-term Habilitics (Mote 2}
Erug wilhin ope veyr 16k
Erue i e than ane vaar CAAn
TEXral LAARILITIES a4l
MEL ARRETS
fnvested in capita assets, not of related dobt 472, Tad
Linrestricted {deticit) 43,100
TOTAL NET ASSETS § 547534

'The accompanying notes to the basic financial slalements are an imegral part of these statements,
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TOWN OF WARFIELD
HALANCE SHEET
GOVEIRNMENTAL FLUNDS

TTTRIT 20 7
May R

e LNk e

OTHER
GOV ERMMEMTAL
GENERAL FUNID TOTAL

ARSETS

Cash and cash cquivalenls £119412 F19.638 5139270

Receivabies (Mot 51 3671 1] 5,672

Intertranstars doe feomito [2,351] 2351 i

Prepaid exenses 187 L L0 L1948
TOTAL ASSETS £330 23 010 516,040
LIABILITIES AND FUND BALAM{LES
LIABILITIES

Ancounts Payahle £ 7 g ui] oA

Tayroll tax liabilitics At 0 |\
TOTAL LIABITLATIES 1% 921 L0410
FUND BALARCES

Unrezstricied LRI _22.0m0 _143.100
TOTAD TTINTY AT AMLDERS §23.001 ey C0 L3100
TOTAL LIARILITIES ART FURNTY BATANCLS B3 A0 23,020 BlAG. 140
TOTAL GOVERMMENTAL FLUNI} BALANCE $143,100

Ampunts reported for governooealal sclivities in e
Statement of ner aszets are difforent boeanse:
Cupilal sssets used in governinentat activitics arc not 480,073
Gnencial resoarces and therefore are nol reporked
in the [unds

Accumulated depreciation . (515691
| ong-term Liabilitics arc not due snd payvable i the { 5370}
currenl period and therefore are not eeported
in the funds

NET ASEETH OF GOVERNMENTAL ACTIVITIES 3347 834

The accompanying notes to the basic financial statements are an integral parl of these statements.




TOWN OF WARFIELD
STATEMENT OF BEVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE
SOVIRNMENTAL FLUNDE

For the year ended June 30, 2007

(YI'HER TOTAL
GENERAL GOVERMMEMTAL CGHUWHILN AR
FLIME FLIND FUNDS
REVENLIES

Taxes and loenses £ 45,060 $46.761 $9l

B & O Tax 1,050 n !

Fental 26,541 i 24

{irants e 0

Damations 2,669 1] i

kiisce/laneous a3 (}

Inleresl G6lE 1] -
TETAL RV LMLILES LR STT 46,761 A
EXPENDITUIEES .

I fiands 1481 [ .

Sataries, taxes, and hencfits 20 (I08 18,537 4i

[nsuremce 215 234

hiaintenance fal) 253 B

Administtive 9,534 18281 2

Ciher a5 R -
TOTAL CXPEADITURES 12,453 42080 =
ELM 1SS (DEFICIERCY OF REVENUES

OVER EXPENDITURES 34,124 13.775 N
CFUER FIARCTNG SOUTRCES (USES)

Mere Payments 14,309 f {14
T AL O THER FEINANCING SOURCES (USES)

(14,3097 3] {4
CXUTSS (DEFICIT) OF REVENUES AND

OTHER FIMANCING SOURCES OVER

EXPENDITURES AMDN OTHEER

FINANCING LISES 14,515 F3TTS 3:
Fund Balance — July 1,2006 103,186 _.Ba AL
FUNIY BALANCL — JUNE 30, 2007 £123.00 22,000 814

The accompanying notes to the hasic financial statentents are an idegral part of these stalements.




TOWN OF WARFIELD
BECONCILIATION OF THE STATCMENT OF REVENUES, GXPENDITLRES, AND
CHANGES {N FUUND BALANCE OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF ACTTVITIES

Loh Lk LsLadib]

FOR THE YEAR ENDED JUNLE 30, 2007
Met change in fund balance-tolal governmental funds (page 6)

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

Capital outlays are reporicd as expenditures in this funds financial
statements because they use curtent financial resources, but they are
presented as assets in the statement of activities and depreciated over
their estimated economic lives. The differences is the amount by which
capital outlays cxeced depreciation expense (ur the year.

Bond and capital lease payments are recognized as sxpenditures ol
cwTent financial resources in the fund financial statements but are
rirductions of liakilities in the statement of net 2ssets,

Crenerally, expenditures recognized in this fund financial stulements
arc fintited to only those that use current financial resources, but
expensces are recognized in the slatement of activities when they

are incurred.

Change i net assets o movernmencal astivifios

The accompranying notes to the basic financial statements arc an integral part of these statements.
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TOWN OF WARTIELD
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007

Note A - Summary of Significant Accounting Policies

The Town of Warfield operates under a Mayor-Couneif form of Government and provides the
following services: public safety, highway strects, public improvemenis, and general
administrative services. :

The [inaneial statements of the Town have prepared in conformity with gencrally accepted
accounling principles (GA AP} as applied to government unities. The Governmental Accounting
Standards Board {GASB) is the accepled standard-sctting body for establishing governmental
accountting and financial repurling principals, The more significant ef the govermmeni’s
accounting principles are described below.

Principles Determining Scope of Reporting Entity

The linancial staements of the Town consists only of the funds and account groups of the Town,
The Town hay no oversight responsibility for any other governmental entity since no other
entities are considered 1o be comirolled by or dependent upon the Toven, Control or dependence is
determined on the basis of budget adoption, taxing authority, and funding.

Basic Financial Statements — Government-Wide Statcments

The Town’s basic financial statements include both government-wide (reporting the Town as a
whole) and [und financial statcments {reporting the Town’s major funds). 13oth the government-
wide and fund financial siatements categorize primary aciivibes as esther governmental or
business tvpe, The Town’s public assets, parks, recreation, and general administrative services
are classified as governmental activities. The Town has no business-lype activity,

In the government-wide Statement of Net Assels, both the governmental and business-type
activitics columns {a) are presented on a consolidated basis by columm, (b) and are reporled on a
{ull acerual, economic resource basis, which recognizes all long-term assets and receivables as
well as long-term debt and obligations. The Town’s net assets arc reperted in three parts -
invested in capital assets, net of related debt; restricted net assets; and unrestricted net assets. The
Town first utilizes restricted resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the
Town’s fanctions and business-type activities. The functions are also supported by general
governmental revenues (property, sales and use taxes, certain intergovernmental revenues, etc.).




TOWN OF WARTTELD
WNOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
June 30, 2007

Note A — Sumimary of Significant Accounting Policies (Cont’d)

The Sialemenl of Aclivities reduces gross expenses (inchuding depreciation) by related program
revenues, operating and capital grants. Program revenues must be directly associated with the
function or a business-type activity. Operating grants include operating-specific and
discretionary {either operating or capital) grants while the capital grants cohtmn reports capital-
specific grants,

‘The Statement of Activities reduces gross expenses {including depreciation) by relaled program
revenues, operating and capilal granis. Program revenues must be directly associated with the
function or a business-type activily. Operating grants include operating-specific and
discrefionary {either operating or capital) grants whiie the capital grants column reports capital-
specific grants

The Town does not allocate indirect costs.

This governenent-wide focus is more on the sustainability of the Town as an entily and the
change in the Town’s assets resulting form the current vemr's activilies.

Accouniimg

The accounts of the Town are organized on the basis of funds or account groups, each of which
is considered a separate accounting entity. The operations of each fund of account groups
summarized by providing a scparate set of self-balancing accounts which include 1ls assets,
liabilities, {fund equity, revenues, and expenditures. Government resources are allocated 1o, and
accounted for, in individual funds based upon the purposes for which they are to be speni and the
means by which spending sctivities are controlled. The following funds and group of accounts
are used by the Town:

Gencral Fund - The General Fund is the general operating fund of the Town, All financial
resources except those required to be accounted for in another fund, are accounted for in the
General Fund.

Special Revenue Funds — Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally resinicted to expenditures for specific services.




TOWN OF WARTIELD
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2007

Mot A — Summary of Significant Accounting Policies {Cont’d)

The accounting and financial reporting treatment applied to a fund 13 determined by its
measuwrement focus. All governmental [umds are accounted for using a current [inancial resources
measurement focus. With this measurement {ocus, only current assels and current liabilities
generally gre included on the balance sheet. Operating stalements of these funds present
increases (1.e., revenues and other financing rcsnurccsj and decreases (i.e., expenditures and
other financing uses) in net current assels.

All povernmental funds are acconnted for using ihe modified acerval basis of accounting, Their
revemies are recognized whon they become measurable and available as net current assets.
Measurable means the amount of the transaction can be determined; and available means
colleeuible wathim the carent period or soon enough ihereatter 1o be used 1o pay hability of the
current period. Expenditures are recorded when the related fund liability 15 incurred.

Budeets and Budeetary Accounting

In establishing the budectary data ecfleeted in the financial statements, the Town Connctls have
complicd with the general requirernents set forth in KRS, Chapter 91A.030 (1) - {12).

Cash and Cash Equivalents

The Town has defined cash and cash equivalents to mclude cash en hand, demand deposits, and
cash with fiscal apent. Additionally, cach fund’s equity in the Town’s investment pool is treated
as a cash equivalent because the funds can deposit or effectively withdraw cash at any time
without prier notice or penalty.

Capital Assels

Capital Assets purchased or acquired with an original cost of $200 or more are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair market value as
of the date received. Additions, improvements and other capital cutlays that significantly extend
the useful life of an assct are capitalized. Other costs incurred for repairs and maintenance are
expensed as mcurred. Depreciation on all assets i3 provided on the straight-line basis over the

ILH




TOWN QF WARTFIELD}
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2007

Note A - Summary of Significant Accounting Policics (Cont’d)

following cstimated useful Hves:

Buildings 20-50 years
Machinery and equipment 5-10 years
[mprovements 10-20 ycars
Other infrastructure 10-50 years

(GASBS No. 34 requires the Town to report and depreciate new infrastructure assets effective
with the beginning of the current year. Infrastructure assets include roads, bridges, underground
pipe {other than related 1o utilities), traffic signals, ete. These infrastructure assets arc lkely to be
the largest asset class of the City. Neither their historical cost nor related depreciation has
historically been reported n the financial stalements,

Proparty Tax Calendar and Revenues

The Fown is responsible for levying property taxes. Taxes arc levied on Apnil 1 based on
assessed values ai January L. Property lax payments are due on June 1. Tuxes are conyiderad
delinquent 60 davs aller their due date and hecome a lien on the property l that time.

CGovernmental Fund Balances

Governmental fund balances are reported as “reserved” when the balanees are not available for
appropriation or expenditure {for exampie because the represent supplies inventories) or because
they arc legally segregated for a specific future use {for example because the government has
encumbered assets pending vendor completion of supplics orders). The remaining balances are
“arrescrved” fund balances. From time to time, the Town Council agrees to sct aside or
“designate™ resources for future uses — such as for specilic capital projects. These unreserved,
designated balances are based on management’s tentative plans and can be changed.

Interfund Activity

Interfund activity is reported as either loans, services provided, reimburscmenis or transfers.
[oans arc reported as interfund receivables and payables as appropriaie and are subject to
elimination upen consolidation. Services provided, deemed to be at market or near markct rates,
are treated as revenues and expenditures/expenses. Reimbursements are when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a remmbursement. All
other interfund transactions are treated as transfers. Transfers between povernmental or between
proprictary funds are netted as part ol the reconciliation to the govemment-wide financial
statements.




B N S e e e

TOWN OF WARFIELDY -
NOTES 10 THE FINANCIAL STATEMENTS (CONTINUIETY
o Jume 30, 2007
Note B -~ Fixed Asscis

A Bournmary of changes in General Fixed Assets Follows:

Balance Balance
June 31, June 30,
2006 Additions Deletions 2007

Buildings $303,309 0 0 $303,309
Property 100,001 0 0 100.001
Auto and Triecks 46,768 0 0 46,768
Otfice Fquipment 10,783 0 0 10,783
Other Equipment 26,543 2,669 _f 29.212

Noe € — Nofes Pavahble

The amount shown in the accompanying financial statements as noles payable represents the
Town ol Warfield's future obligation to make loan payments from fature revenues. The louns are
collateralized by a licn on property and revenues,

Beginning Ending e Within
Govermmental Activities Balanes Additions  Reduelions Balance {ng Year
Motes Payable
Project Fund §10,733 10 $10,733 $ 0 § 0
Equipment 8.381 ] 3011 5370 _3,16%
Total Long-term Liahilities 9,114 20 3,744 85,370 3,168

Five-year mamuritics

2008 3,168
2009 2,202

iz




TOWN OF WARTIELD
NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
June 30, 2007

Note IV — Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions, injuries o emnployees; and natural disasters. The Town belongs
to the Kentucky Association of Counties Kentucky Municipal Leapue Self-Insurance Fund
(KACO-KML), and the Kentucky Menicipal Risk Management Association (KMERMA), both
public entity risk pools operating as risk management and insuranee programs for member
cotntics and municipafitics. The Town pays premiums to KACQO-KMIL. for workers
compensation coverage and to KMRMA for gencral liability risks of loss, including employee
fidelity bonding. :

Note E - Contingencies

Cirant Audit - The Town receives Federal and State Granis [or gpeeific purposcs that are subject
to revicw and audit by Federal and State agencies. Such audils could result in a request for
reimbursement by the Federal and State for expenditures disallowed under the terms and
comditions of the uppropriate agency. [n the opinion of Fowsn management. such disallowance’s.
it any, will not be signifteant.

13
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FOWN OF WARFIELD
STATEMENT OF REVENUES, EXPENDITURES, ANE
CHANGES IN FUIND BALANCE

FUOTITTRATR AT RTT AT TTTh1T
LS LN W AN AL T A Y By W LY I

BUDGET TO ACTUAL
For the vear ended June 30, 2007

VARIANCE
ORIGINAL FAVORARLE
BUNDGET EBUDRGET ACTIIAL (UNFAVORARL]
EEVEMNLUES
Taxes and licenscs 542,077 F 42077 3 45,060 f20
Business & Operations 1ax 1,500 1,500 1,050 f4¢
Eental 15,600 15600 26,541 10
Grants HOHG00 10,000 0 (10,00
Danations 7,400 7,400 1,669 (4,7:
Miscellaneons 0 o el9 &
laterest {1 (1] 18 &
TOTAL REVENUTS 576,577 I 763517 § 78,577 by
EXPEMNDITUIRES
I35 funds 2,500 2500 TG0 o
Salaries, 1axas, and beoeliis 54,402 Sd 402 280958 253
Insurane: ] B N5 (2
daiktenance 25.000 A5 00 &k M
Addminisinnive i [ G354 i 5
Oiher .40 15400 ] LG
TOTFAL EXPINIHTLRES Lk, 30 100362 42,453 578
EXCESS (NEFICIENCY T OF REVENLIES
OV ER EXPENDITURLS (23,725 {23,725} 34,134 2.4
OTHER FINANCING SCHIRCES (LISES)
Wote Paymaats 1] i {14,309 (14,34
TOTAL OTHER FINANCING SOURCES (USES) i} 0 {14,309) _(34,3C

EXCESS (DEFICIT) OF REVENUES AND OTHER
FINANCING OVER EXPENDITURES AND

OTHER
FINANCEAL USES (23.725)  (23,725) 19,815 13,5
l'und Balaoes — July 1, 2006 T3.760 73760 103,186 204
FUND BALANCE — JUNE 30, 2007 § s0035  § 50095 $123.000 $72.9

See Motes to the Financial Stalements.

15




TOWN OF WARFIELD
COUNCIL AND ADMINISTRATIVE PERSONNIL

JUINE 30, 2007
Town Conneil
Namae Term Expires
Dollie Adkins December 31, 2008
Thomas Fvans December 31, 2008
E. Carol Sumuners December 31, 2008
Caroll Pinson December 31, 2008

Administrative Personnel

Name Tille

John P. Henley Mayor
irene Lowe Town Clerk/ T teasurer

1a
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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

'l'o the Honorable Mayor and To The City Couneil
Town of Warfield, lKentucky

We have audiied the financial statcments of the governmental activities. eacl major fund, and the
aggregate remaining (und inforaation of Town of Warlield, Kentucky, as of and for the year
ended June 30, 2007, which coliectively comprise the Town of Warf 1r::ld Kentucky's basic
financial statements and have issued our report thereon dated December 4, 2009, We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable 1o financial andits contained in Government Auditing
Stamderds, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our andit, we considered Town of Warfield, Kentucky’s internal
control over financial reporting as 4 basis for designing our audiling procedures for the purpose
of expressing our epinions on the financial statements, but not for the purpose of cxpressing an
apinion on the effectiveness of the Town of Warfield, Kentucky's internal control over financial
TEPOTHNE.

Oy consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessanly wdentify all deficiencies in
internal control over financial reporting that might be significant deficiencics or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be sigmificant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal cowrse of performing their assigned functions, to prevent or delect
misstatements on a timely basis. A significant deficiency 1 a control deficiency, or combination
of control deficiencies, that adversely affects the Town of Warlield, Kentucky’s ability to
inittate, authorize, record, process, or report fimancial data reliably in aceordance with generally




- e =,

T T W W

accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Town of Warlield, Kentucky's financial stalernents that is more than

- incenseauential will not he prevented or detected by the Town of Warfield, Kentucky’s intemal

control. We consider the deficiencies descnbed in the accompanying schedule of findings and
guestinined costs to be significant deficiencies in internal control over financial reporting, 2007-1

A material weakness is a significant deficiency, or conibination of significant deficiencies, that
results in more than a remote likelthooad that a material misstatement of the financial statements
will not be prevented or detected by the Town of Warfield, Kentucky’s intcrnal control.

Cur consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identfy all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencics described above is a matcrial weakness.
However, we believe that none of the significant deficiencies deseribed above is a material
weakness,

As part of oblaining reasonablc assurance about whether T'own of Warfield, Kentucky’s financial
statements are [ree of malenal misstatement, we performed tests of its compliance with certain
provisions of laws. repudations, contracts, and grants, noncompliance with which could have a
dizect and materia) effect on the determination of financial stalement amounts, Iewsever,
mroviding an opinion on compliance with those provisions was nol an objective of our audit, and
accordingly, we do not express such an opinion. The results of our lests diselosed no nstances of
noncompliance or other matters that are required to be reported under Government Auditing
Stemdardy,

Town of Warfield, Kentucky's response to the findings identified in our audit is descnbed in the
accompanying schedule of indings and questioned costs. We did not audit Town of Warfield,
Kentucky’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, City Councll, others
willyin ihe entity, and federal awarding agencies and pass-through entilies and is not intended to
be and shoutd not be used by anyone other than these specified parties.

Jokoe G Gkt FSE

Jobn B. Tackett, FSC, CPA
Pikeville and Salyerswille, Kentucky
Decembeor 4, 2004




TOWN OF WARFIELD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2007

SUMMARY OF AUDIT RESULTS

1.

¥R}

The auditor’s report expresses a qualified opinion on the [inancial statements of Town of
Warfield due to non-inclusion of MD&A letter.

Conditions were disclosed dunng the audit of the financial statements.

No instances of noncompliance material to the financial statements of Towm of Warfield
were disclosed during the audit.

There are significant deficiencies in internal control disclosed during the andit.

FINDINGS — FINANCIAL STATEMENTS AUDIT

REPORTABLE CONDITIONS

2007-1 FAYROLL

Several instances of math errors, cansed differences between actnal payroil per control
cards and disbursements jouwrnal. This resulted in errors in reporting and filing of quarterly
payroll tax rcturns and preparation and filing of annual wage statements.

RESPONSE

Congider several options:

A. An independeni review of payroll
B. Acquisition of software to perform payroll services.




