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March 20,2012 

City of Nortonville 
199 SOUTH MAIN STREET 

Nortonville, KY 42442 

Honorable Barry L. Merrill, Mayor and 
Distinguished Members of the City Council 
Nortonville, Kentucky 

The fmancial statements and auditor's report of the City of Nortonville, Kentucky (the City) for the fiscal 
year ended June 30, 2011, is hereby submitted in accordance with the requirements of both our City 
Charter and state statues. The Charter and statutes require that the City issue annually a report of its 
financial position and activity. The Charter also requires the report to be audited by an independent firm 
of Certified Public Accountants. 

Responsibility for both the accuracy of the data presented and the completeness and fairness of the 
presentation, including all disclosures, rests with the City. To the best of our knowledge and belief, the 
enclosed data is accurate in all material respects and is reported in a manner that presents fairly the 
financial position and results of operations of the City on a government-wide and fund basis. All 
disclosures necessary to enable the reader to gain the maximum understanding of the City's activities 
have been included. 

The annual fmancial report is prepared in accordance with Generally Accepted Accounting Principles 
(GAAP) in the United States of America as promulgated by the Governmental Accounting Standards 
Board (GASB). 

The report is presented in two sections: introductory and financial, and includes the following: 

1. Introductory section - Letter of Transmittal with comments on the operations of the City and a 
list of principal officials 

2. Financial Section - Basic Financial Statements and Required Supplementary Information. The 
Basic Financial Statements include Management's Discussion and Analysis, Government-wide 
Financial Statements, Fund Financial Statements, Notes to the Basic Financial Statements and 
Required Supplementary Information, as well as the auditor's report on the financial statements 
and schedules. 

Accounting principles generally accepted in the United States of America (GAAP) require that 
management provide a narrative introduction, overview, and analysis to accompany the basic financial 
statements in the form of Management's Discussion and Analysis (MD&A). This letter of transmittal is 
designed to complement MD&A and should be read in conjunction with it. The City's MD&A can be 
found inunediately following the report of the independent auditor. 



City of Nortonville 
199 SOUTH MAIN STREET 

Nortonville, KY 42442 

Governmental Structure, Local Economic Condition and Outlook 
The City was incorporated in 1847. The City operates under the Mayor - Commission f01m of 
government. Policy-making and legislative authority are vested in the six-member City Council
members. The Council is made up of four members elected by registered voters. The Council are elected 
to two-year terms. The Mayor is elected to a four-year term. The City Council is responsible, among 
other things, for passing ordinances, adopting the budget, and confirming mayoral appointments of non
elected City offices. The City Clerk is responsible for carrying out the policies and ordinances of the City 
Commission. The Mayor is responsible for overseeing the daily operations of the City, and for 
appointing the City department heads. The City provides a full range of services, including police and 
fire protection; water and sewer services; the construction and maintenance of streets and infrastructure; 
cemetery maintenance; and general administration. 

Through the budget, the City Council sets the direction of the City, allocates its resources, and establishes 
its priorities. The annual budget assures the effective and efficient use of the City's economic resources 
as well as establishes that the highest priority objectives are accomplished. 

The City Charter established the fiscal year as the twelve-month period beginning July l. The 
departments of the City submit to the Mayor a budget of estimated expenditures for the ensuing fiscal 
year after which the Mayor submits a budget of estimated expenditures and revenues to the City 
Commission by June l. 

The City Council is required to hold public hearings only on the Municipal Road Aid, Local 
Governmental Economic Assistance, and Cemetery funds for the proposed budget. The Commission 
holds a first reading on the Budget Ordinance and Tax Roll Ordinance. The Budget and Tax Roll 
Ordinances are passed during the second reading. Infotmation about the Budget Ordinance is then 
published in the official newspaper of the City. 

Budget-to-actual comparisons are provided in this report for each individual fund for which an 
appropriated annual budget has been adopted. For the General Fund, this comparison is presented on 
page 35 as part of the required supplementary information for the governmental funds. 

Financial Information 
The City's Finance Department is responsible for establishing and maintaining internal controls designed 
to ensure that the assets of the City are protected from loss, theft, or misuse, and to ensure that adequate 
accounting data is compiled to allow for the preparation of fmancial statements in conformity with 
accounting principles generally accepted in the United States of America. The internal controls being 
used are designed to provide reasonable, but not absolute, assurance that these objectives are met. The 
concept of reasonable assurance recognizes that the costs of control procedures are weighed against the 
expected benefits to be derived, and that the evaluation of costs and benefits requires educated estimates 
and professional judgments by management. All of the City's internal accounting control evaluations 
occur within this framework. 

As a recipient of federal, state and local financial assistance, the City is also responsible for ensuring that 
adequate internal controls are in place to ensure and document compliance with applicable laws and 
regulations related to these programs. These internal controls are subject to periodic evaluations by 
management and the ftnance department staff ofthe City. 
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City of Nortonville 
199 SOUTH MAIN STREET 

Nortonville, KY 42442 

The City adopts fiscal year budgets that are established in accordance with the various laws that govern 
the City's operations as authorized by the Council. The budget is divided into monthly budget allocations 
based on expenditure expectations and on historical trends, whenever possible. These allocations are 
reviewed monthly against actual expenditures, and variances are addressed in the monthly financial 
reports presented to the City Commission. At mid-year, unless conditions dictate an earlier need, budgets 
are reviewed, year-end projections are made, adjustments to the financial plan are considered, and any 
necessary changes are legally adopted through the passage of an amended budget. 

Cash management Policies and Practices: The City's investment policy authorizes investments in 
obligations of the U. S. Treasury and U. S. Agencies, certain Federal instruments, repurchase agreements, 
commercial banks' certificates of deposit, savings and loan deposits, and the Commonwealth of Kentucky 
investment pool. 

Other Information: 

Independent Audit: State Statute and the City Charter require an annual audit of all financial records by 
independent Certified Public Accountants. The audit of fiscal year 2011 was performed for the City 
Council by the finn John L. Jones, CPA. PLLC, a licensed Certified Public Accountant. The goal of the 
independent audit was to provide reasonable assurance that the fmancial statements of the City, for the 
fiscal year ended June 30, 2011, are free of material misstatement. The independent audit involved 
examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial statements; 
assessing the accounting principles used and significant estimates made by management; and evaluating 
the overall fmancial statements presentation. 

The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering 
an unqualified opinion that the City's fmancial statements, for the fiscal year ended June 30, 2011, are 
fairly presented in conformity with accounting principles generally accepted in the United States of 
America. The independent auditor's report is presented as the first component of the fmancial section of 
this report. In addition to meeting the requirements set forth in state statutes, the audit was also designed 
to meet the requirements of the Auditing Standards Generally Accepted in the United States of America 
in conducting the engagement. 
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To the City Council 
City of Nortonville, Kentucky 

JOHN L. JONES, CPA, PLLC 
1100 South Main Street, Suite 2 

P. 0. Box 1537 
Hopkinsville, KY 42241-1537 

INDEPENDENT AUDITOR'S REPORT 

I have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Nortonville, 
Kentucky (the City) as of June 30, 2011, which collectively comprise the City's basic fmancial statements 
as listed in the table of contents. These financial statements are the responsibility of the City' s 
management. My responsibility is to express opinions on these financial statements based on my audit. 

I conducted my audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that I plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and the significant estimates made by management, as well as 
evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis 
for my opinions. 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City, as of June 30, 2011, and the respective changes 
in financial position, and, where applicable, cash flows thereof for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 

Accounting principles generally accepted in the United States of America require that management's 
discussion and analysis and budgetary comparison information on pages 6 through 11 and 35 through 39 
be presented to supplement the basic financial statements. Such information, although not a part of the 
basic financial statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. I have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management's responses to my inquiries, the basic 
financial statements, and other knowledge I obtained during my audit of the basic financial statements. I 
do not express an opinion or provide any assurance on the information because the limited procedures 
does not provide me with sufficient evidence to express an opinion or provide any assurance. 

My audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the City's financial statements as a whole. The introductory section is presented for 
the purposes of additional analysis and is not a required part of the financial statements. The introductory 
section has not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, I do not express an opinion or provide any assurance on it. 

s·ncere e;re ~ ~ fl p .LJ-C-
o L. Jones, CPA, PLLC J 

March 20, 2012 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

The fmancial management of the City of Nortonville, Kentucky (the City) offers readers of the City's 
fmancial statements this narrative overview and analysis of the financial activities of the City for the 
fiscal year ended June 30, 2011. We encourage readers to consider the infonnation presented here in 
conjunction with other information that we have furnished in our letter of transmittal and the notes to the 
fmancial statements. 

Financial Highlights 

• The City's assets exceeded its liabilities at the close of the June 30, 2011 fiscal year by $1,003,880 
(net assets). Of this amount, $213,155 (unrestricted net assets) may be used to meet the 
government's ongoing obligations to its citizens and creditors. 

• The government's total net assets increased by $237,941. This increase is a direct result from the 
City's receiving a project grant for prior year expenditures. 

• As the close of the current fiscal year, the City's governmental funds reported combined ending 
fund balances of $309,889. 

• At the close of the current fiscal year, unassigned fund balance for the General Fund was $197,046 
while total fund balance was $309,889. General Fund revenues were $28,015 more than General 
Fund expenditures ($367,484 in General Fund revenues vs. $339,469 in General Fund 
expenditures). General Fund revenues were approximately 78.1% more than that of the previous 
flscal year (an increase of $248,861). This high 78.1% is mainly due to receiving the remaining 
project grant of $200,000 for prior year expenditures. The increase in revenues would be $48,861 
excluding the project grant an increase of 15.33% in revenues. The General Fund expenditures 
were approximately 10.2% higher than that of the previous fiscal year (an increase of$36,626). 

• The City's total indebtedness at the close of the current fiscal year was $94,462. a comparison to 
the previous fiscal year is not done because of unrecorded liabilities. 

Overview of the Financial Statements 

This management's discussion and analysis is intended to serve as an introduction to the City's basic 
fmancial statements. The City's basic fmancial statements are comprised of three components: 1. 
government-wide financial statements, 2. fund financial statements, and 3. notes to the financial 
statements. This report also contains other supplementary information in addition to the basic fmancial 
statements themselves. 

Government-wide Financial Statements. The government-wide financial statements are designed to provide 
readers with a broad overview of City's finances in a manner similar to a private-sector business. 

The Statement of Net Assets presents information on all of the City's assets and liabilities, with the 
difference between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the City is improving or deteriorating. 
The Statement of Activities presents information showing how the government's net assets changed 
during the fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to 
the change occurs, regardless of the timing of cash flows. Thus, revenues and expenses are reported in 

the statement for some items that will only result in cash flows in future fiscal periods (e.g. uncollected 
taxes). 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Management's Discussion & Analysis (coot.) 

Both of the government-wide fmancial statements distinguish functions of the City 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 City's governmental activities include general governmental administration, protection to 
people and property, road and street construction and maintenance, economic assistance, cemetery 
maintenance, and community development. The City has one business-type activity - a combined water 
and sewer utility service. 

Fund Financial Statements. A fond 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, like other state 
and local governments, uses fund accounting to ensure and demonstrate compliance with fmance-related 
legal requirements. All of the City's funds can be divided into two broad categories: governmental funds 
and proprietary funds. 

GovernmenW Funds. Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide fmancial 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 ftnancial 
statements, it is useful to compare the information presented for governmental fonds with similar 
information presented for governmental activities in the government-wide fmancial statements. By doing 
so, readers may better understand the long-term impact of the government's near-term ftnancing 
decisions. Both the governmental funds balance sheet and the governmental funds statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 

The City maintains one individual major governmental fund. Information is presented separately in the 
governmental fund balance sheet and in the governmental statement of revenues, expenditures, and 
changes in fund balances for the general government, public safety, street service, and community 
service. 

Nortonville adopts an annual appropriated budget for its major governmental fund. A budgetary 
comparison schedule has been provided for each of these services to demonstrate compliance with their 
budgets. 

Proprietary Funds. Proprietary funds provide the same type of information as the government-wide 
financial statements, only in more detail. The proprietary fund financial statements provide separate 
information for the combined Sewer system and Water system, which is considered to· be the business
type activities of the City . 

. 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. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Government-wide Financial Analysis. 
Net Assets. As noted earlier, net assets may serve over time as a useful indicator of a government's 
financial position. 

Governmental Activities Business-T~e Activities Total 

6/30/2010 6/3012011 6/30/2010 6130/2011 6130/2010 6/3012011 

Assets 

Current & other assets $ 49,584 $ 369,001 $ 73,427 s 311,642 $ 123,011 $ 680,643 

Capital assets, net 745 724 729,341 5,225 950 5,111,439 5,971 674 5,840,780 

Total assets 795,308 1,098,342 5,299,377 5,423,081 6 094,685 6,521,423 

Uabilities 

Current & other liabilities 64,128 59,112 189,639 165,262 253,767 224,374 

Long-term liabilities 29,369 35,350 3,488,251 3,580,772 3,517,620 3,616,122 

Total liabilities 93 497 94462 3 677,890 3,746,034 3 771,387 3,8404% 

Net Assets 

Invested in capital assets, 

net of related debt 716,355 693,991 2,146,568 1,441,949 2,862,923 2,135,940 

Restricted 148,193 72,157 247,109 72,157 395,302 

Unrestricted (deficit) p4,544~ 161 ,696 {597,238~ {12,0112 {611,782~ 149,685 

Total net assets $ 701,811 $ 1,003,880 $ 1,621 ,487 $ 1,677.047 $ 2,323,298 s 2,680,927 

Change in Net Assets. 
Governmental Activities. Governmental activities increased the City's net assets by $158,749 in fiscal 
year 2011. A summary schedule of these changes is presented on the next page. Key elements of this 
increase are as follows: 

• Total revenues increased by $48,861 excluding the $200,000 remaining payment of the project grant 
for previous year expenditures. The and other financing sources were $165,864, a decrease of 
approximately 10.57% from that of the previous fiscal year ($185,470). The decrease was primarily 
due to actually receiving less in several revenue sources than what those same revenue sources had 
been budgeted for, especially in court system fees ($6,003 actual versus $8,900 budgeted). 

• Expenditures and other disbursements totaled $395,805 during fiscal year 2011, an increase of 
approximately 10.2% from the previous year ($359,179.). The increase was primarily due to a 
increases in the services of governmental activities for fiscal year 2011 . 

Financial Analysis ofthe City's Funds 
Governmental Funds Oven-iew. The focus of the City'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's financing requirements. In particular, unreserved fund balances may serve as a useful measure 
of a government's net resources available for spending at the end of the fiscal year. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

As noted earlier, Nortonville uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 

Governmental Adlvltles Business-T~ Activities Total 

613()12010 6/30/2011 6/3012010 6/3012011 613012010 6/3012011 

Revenues: 

Program revenues: 

Charges fur services - general govcmmaJ.t s s s s s s 
Ol3Cges fur services - water system 235,404 254,084 235,404 254,084 

Charges for sen'ices - sewe.- 477,514 522,517 477,514 522,517 

Operating grants-contributions general government 110,962 20,865 110,%2 20,865 

Opernting grao.ts~ontnbutions - public safety 12,612 14,130 12,612 14,130 

Operating grants-cootnbutions - public service 7,343 70,405 7,343 70,405 

Operating grants-contributions community sa-vice 
Capital grants-contributions genen.l government 200,000 200,000 

General revenues: 

Property taxes 59,842 88,700 59,842 88,700 

Franchise tax 38,290 30,323 38,290 30,323 

Insurance tax 80,000 124,584 80,000 124,584 

Telewmmunication tax 3,283 1,642 3,283 1,642 

Intaest 96 18 36 3 132 21 

Occupatiooal1iccnse fees 2,705 1,275 2,705 1,275 

Other local revenue 3,490 10,016 3,490 10,016 

Insurance claim 6,250 6,250 

Gain (loss) on fixed asset 719 719 

Miscellaneous 5,526 101 5,627 

Other receipts (disbursements), net 

Total revenues 318,623 567,484 712!954 783,674 1,031,577 1,351!158 

E~nses: 

General government 182,249 122,201 182,249 122,201 

Public safety 98,157 155,988 98,157 155,988 

Public service 19,232 40,219 19,232 40,219 

Community service 1,467 21,061 1,467 21,061 

Depreciation expense 56,336 56,336 56,336 56,336 

Watasystan 256,602 235,682 256,602 235,682 

Sewe.- system 431,778 370,119 431,778 370,119 

Debt sen'ice ·interest 1138 57 691 124053 59429 124 053 

Total c:xpcoscs 359!179 395,8Q5 746!071 729,854 1,105)50 1,125,659 

Excess of revenues ove.- (under) expenses (40,556) l71,679 (33,117) 53,820 (73,673) 225,499 

Proceeds from loan 5,000 5,000 
Capital contributions 11,797 6{;,681 47,673 I 1,797 114,354 

Rounding account (59,089) (53,952) (113,041) 

Net transfe.-s in (out) 17,957 (79,611) ~17,957l 79,611 

Change in net assets (64,89 1) 158,749 (105,026) 181 ,104 (169,917) 339,853 

Net assets - beginning 910,022 845,131 1,600!%9 1,495,943 2,510,991 2,141,074 

Net assets - ending s 845,131 s 1,003,880 $ 114951943 s 1!671,047 $2,341 ,074 S2,6801927 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

As of the end of the June 30, 2011 fiscal year, the combined ending fund balances of the City's 
governmental funds were $309,889. Ofthis amount, $53,731 was committed to the City's revenue source 
and $94,462 was assigned for budgeted expenditures. This leaves $161,696 as unassigned in the General 
Fund and is the amount the City currently has available as working capital and to use for current spending 
in accordance for their specific purposes. 

The City has one major governmental fund but has four different services: general government, public 
safety, street service and community service. 

1. The general government is the primary operations of the City. At the end of the June 30, 2011 fiscal 
year, expenditures were $122,201 that is 36.0% of the total $339,469 expenditures (this excludes 
depreciation expense) of governmental activities. Combining operating grants & contribution 
$20,865 with taxes and fees $246,524 total $267,389 represents 72.8% of the revenues for 
governmental activities in the area of operating grants & contributions and general revenues. 

2. The public safety consists of the police and fire departments. The expenditures for the services were 
$155,988. This was 45.~/o of total governmental activities. The revenues of operating grants & 
contributions and general revenues total $14,130 representing 5.3%. 

3. The street or public service is related to city street maintenance and road construction. It is also 
responsible for ground maintenance for the City. The expenditures for the fiscal year 2011 were 
$40,219 representing 11.8% of government activities. The operating grants & contributions and 
general revenues were $70,405 representing 20.7%. 

4. The community services consist of library, parks, gym, cafe and playgrounds. The expenditures were 
$21,061 for fiscal year 2011 representing 6.2% of the governmental activities. The revenues were 
only from general revenues totaling $8,136 that was about 3% of the total $267,389. 

Proprietary Funds Overview. The City's proprietary fund statements provide the same type of 
information found in the government-wide statements, but in more detail. The City has two enterprise
type business activities the Water System and Sewer System (the Proprietary Fund). 

The Sewer System's unrestricted net assets at the end of the June 30, 2011 fiscal year amounted to 
$115,503. The net assets increased $127,468 for the fiscal year 2011. The expenditures were $370,119 
including depreciation expense and 14.3% less than the previous fiscal year at $431,778. 
The program revenues were $522,517 that was 9.4% increase in revenues for the previous fiscal year at 
$477,514. 

The Water System's unrestricted net assets at the end of fiscal year June 30, 2011 amounted to a deficit of 
($127,514). The net assets increased by $6,660 for the fiscal year. The expenditures were $235,682 
including depreciation expense and 8.2% less than the previous fiscal year of $256,602. The revenues 
were $254,084 for fiscal year 2011 an increase of $18,680 representing an increase of 7 .9%. 

General Fund Budgetary Highlights 
The budgeted highlights are favorable for the General Fund and the Proprietary Fund. The General Fund 
was in budgeted surplus by $241,954 that includes the $200,000 project funds for the previous year 
expenditures. The surplus would have been $41,954 without the funds. The Proprietary Fund had a 
surplus of$129,044. 
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MANAGEMENTS DISCUSSION AND ANAL YSlS 

Capital Assets and Debt Administration 
Capital Assets~ The City's investment in capital assets for its governmental and business type activities as 
of June 30, 2011, amounts to $2,135,940 (net of accumulated depreciation and related debt). 1be 
investment in capital assets includes land, buildings, vehicles, machinery and equipment, office furniture 
and flxtures, utility plant, the new water treatment plant, transportation equipment, other equipment, and 
current year infrastructure additions. The City has elected to report infrastructure assets prospectively per 
GASB No. 34 provisions. 

Govemmeatal Activities Business-Type Activilies Totlll 

6130/2010 6/30/2011 6/30/2010 6/30/201 I 6/3012010 6/30/2011 

Land $ 45,000 $ 45,000 s $ $ 45,000 s 45,000 

Buildings 98,763 98,763 160,563 160,563 259,326 259,326 

Water system 861,017 866,260 861,017 866,260 

Sewer System 8,293,505 8,270,640 8,293,505 8,270,640 

Vehicles 174,925 199,300 21,210 21,210 196,135 220,510 

Machinea-y & equipment 558,108 565,678 22,191 22,191 580,299 587,869 

lmprovements-infrasnuclure 585,730 593,738 26117 26117 611,847 619 855 

Total 1,462,526 1,502,479 9,384,603 9,366,981 10,847,!29 10,869,460 

Less accumulated depreciatioo ~7l6,802l ~773,138~ !4,144,444~ (4,255,542) ( 4,861 ,246) ~5,028,680) 

Total capital assets, net 745,724 729,341 5,240,159 5,111,439 5,985,883 5,840,780 

Less: related debt (35,350~ p,490,882) {3,669,490) p,490,8822 p,704,840) 

Total invested in capital assets, 

net of related debt $ 745,724 s 693,991 s 1,749,277 $ 1,441 !949 s 2,4951001 s 2,135,940 

Additioual information on the City's capital assets can be found in Note 4 of this report. 

Long-Term Debt. At the end of the 2011 flscal year, Nortonville had total outstanding long-term debt of 
$3,704,840. Additional information can be found regarding these long-term debt issues in Note 8 to the 
basic financial statements. 

Other Matters 

The following factors are expected to have a significant effect on the City's flnancial position or results of 
operations and were taken into account in developing the 2011 fiscal year budget: 

• Program cuts at the State level may have a negative impact on funding for city programs. The City 
Council may decide to alter the operations or funding of City operations impacted by State revenue 
shortfalls. 

• The 2012 fiscal year Adopted Budget continues most services at current levels with the exception for 
which federal or state funding is decreasing or for projects that have been completed or are nearing 
completion. 
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CITY OF NORTONVILLE, KENTUCKY 

Statement of Net Assests 

June 30, 2011 

Primary Government 
Governmental Business-type 

Activities Activities 
ASSETS 
Current cash and cash equivalents $ 235,659 $ 80,365 
Receivables 53,731 60,575 
Due from other funds 79,611 
Inventory 9,125 
Restricted assets 161,577 
Capital assets, net 729,341 5,111,439 
Other assets 0 

Total assets 1,098,342 5,423,081 

LIABILITIES 
Accounts payable and accrued liabilities 7,653 137 
Due to other funds 79,611 
Deferred revenues 51,459 
Accrued interest payable 194,149 
Customer deposits 76,407 
Long-tenn liabilities: 

Portion due within one year: 6,476 60,000 
Portion due after one year 28,874 3,335,730 

Total liabilities 94,462 3,746,034 

NET ASSETS 
Invested in capital assets, net ofre1ated debt 693,991 1,441,949 
Restricted for: 

Debt service 35,350 161,577 
Utilities 85,532 
General government 112,843 

Unrestricted (deficit) 161,696 (12,011) 
Total net assets 1,003,880 1,677,047 

Total liabilities and net assets $ 1,098,342 $ 5,423,081 

See accompanying notes to the financial statements. 
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Total 

$ 316,024 
114,306 
79,611 
9,125 

161,577 
5,840,780 

0 
6,521,423 

7,790 
79,611 
51,459 

194,149 
76,407 

66,476 
3,364,604 
3,840,496 

2,135,940 

196,927 

85,532 
112,843 
149,685 

2,680,927 

$ 6,521,423 



functions/P!:2i!ams Ex~nses 

Primary Government 
Governmental activities: 

Generol govenunent s 122,201 
Public ~fety 155,988 
P t~blic service 40,219 
Community service 21,061 
Capital contributions 
Depreciation expense ~6 336 

Total goverrunental activities 395,805 

Business-type activities 
Water system 235,682 
Debt service- interest 18,822 
Sewer system 370,119 
Debt service· interest 105,231 
Capital contributions 

Total business-type activities 729,854 

Total primary government s 1,125,659 

$ 

$ 

CITY OF NORTONVILLE, KENTUCKY 
Statement of Acthitles 

For The Year Ended June 30, 2011 

Program Revenues 

Charges for Operating Grants Capital Grants 
Services & Contributions & Contributions 

. $ 20,865 $ 200,000 
14,!30 . 
70,405 

. . 

. . . 
- 105.400 200 000 

254,084 . -. . 
522,517 . . 

. 
. . . 

254,084 . 

254,084 $ 105,400 s 200,000 

General Revenue3: 
Taxes: 

Property 

Franchise 
Iruurance premium tax 

Telecommunications 
Interest 
Occupation license fees 
Other local revenue 
Insurance clalm 
Gain (loss) on fixed asset 
Miscellaneous 
Transfers (In) Out • Debt service 

Total general revenues and transfers 
Change in net assets 

Net assets, July l, 2010 
Net assets, June 30, 20 l I 

See accompnying notes to the fmancial statements. 
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Net {IlJgJC:O~s), Revenue, & Changes in Net Assets 
Prima!y Government 

Governmental Business-type 
Activities Activities Total 

$ 98,664 $ - $98,664 
(141,858) (141,858) 

30,186 . 30,186 
{21,061} (21,061} 
66,681 

156,336! !56,336! 
123,7241 . !90,405! 

- \8,402 18,402 
(18,822) (18,822) 
152,398 152,398 

. ( 105,231) (105,231) 

- 47,673 47,673 
. 94,420 !51,978 

(23,724) 94,420 6!,573 

88,700 88,700 
30,323 30,323 

124,584 124,584 
1,642 1,642 

18 3 21 
1,275 . 1,275 

10,016 10,0!6 
0 6,250 6,250 
0 719 719 

5,526 101 5,627 
(791611) 79611 0 
182,473 86 684 269 157 
158,749 181,104 330,730 

845 131 1,495,943 2 341 074 
s 1,003,880 $ 1,677,047 $ 2,671,804 



CITY OF NORTONVn.LE, KENTUCKY 
Balaace Sheet 

Goveromeo~W Fund 

June 30, lOll 

General 
Ftnl Totals 

ASSETS 
Currem cash and cash equivalents s 235,659 s 235,659 

Property taxes rcceivable - delinquent 51 ,708 51 ,708 

Other- n=ivables 2,023 2,023 

Duo fium other funds 79,611 79611 

Totala=ts 369,001 369 001 

LIABILITIES AND FUND BALANCES 

Liabilities: 
Accounts payable and accrurod liabilities 7,653 7,653 

Due to otb:r funds 
Deferred revenue 51,459 51459 

Totalliabt1ities 59112 59,112 

Fum balan=: 
Comnitted 53,731 53,731 

Assigned 94,462 94,462 
Uuassignc:d 161,6% 1616% 

Total fund balaoces 309 889 309 889 
Total liabilities and fund balances $ 369,001 s 369,001 

NORTONV1LLE, KENTUCKY 
RECONCILIATION OF 1llE BALANCE SHEET OF GOVERNMENTAL FUNDS 

TO THE STATEMENT OF NET ASSETS 
Juoe J(l, 2011 

Total fund balauces for govemmeutal fimds 

Total net assets reported for govemmental activities for go~ activities 

in the ~of net assets is different because: 

1. Loog-tenn liabilities are not due and payable in tbe current peOOd and tbet-eforc 
ar-e oot reported in the govatliiltlbl funds 

2. Capital assets (net of depf"eciation) used in govenunerxal activities are not 

currem linancial resow-ces and therefore are not reported in the 

govcmmental funds 

Net assets of govemrncntal activities 

See a<X:ompanying ootes to the financial starements. 
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$ 309,889 

(35,350) 

729,341 

s 1,003,880 



CITY OF NORTONVILLE, KENTUCKY 

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUND 
For The Year Ended June 30,2011 

Major Funds 

General Fund Carita! Projects Total 

REVENUES 
Property taxes $ 88,700 $ $ 88,700 

Penalites and interest on taxes 

Telecommunication tax 1,642 1,642 
Occupational license 1,275 1,275 

Insurance premium taxes 124,584 124,584 

Franchise tax 30,323 30,323 

Grants 200,000 200,000 

Interest 18 18 

Intergovernmental Revenues 105,400 105,400 

Rental income 7,818 7,818 

Franchise fees 

Cemetary plots sold 1,880 1,880 

Miscellaneous 5,526 5,526 

Donations 318 318 
Total Revenues 367,484 200,000 567,484 

EXPENDITURES 

Current: 
General government 122,201 122,201 

Public safety 155,988 155,988 

Street services 40,219 40,219 

Community services 21,061 21,061 

Total expenditures 339,469 339,469 

EXCESS OF REVENUE OVER 

(UNDER) EXPENDITURES 28,015 200,000 228,015 

OTHER FINANCING SOURCES (USES): 

Operating transfers in 

Operating transfers out (79,611) (79,611) 

Total Other Financing Sources (Uses): (79,611) (79,611) 

Net Change In Fund Balances (51,596) 200,000 148,404 

Fund Balance, July I, 2010 361,485 (200,000) 161,485 

Fund Balance- June 30, 2011 $ 309,889 $ $ 309,889 

See accompanying notes to financial statements 
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CITY OF NORTONVILLE, KENTUCKY 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, 

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUND 
TO THE STATEMENT OF ACTIVITIES 

For The Year Ended June 30, 2011 

Total net change in fund balances for govememental fund 

The change in net assets reported for governmental activities in the statement of activities is 
different because: 

I. Governmental fund 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 

($xxx,xxx.) exceed depreciation ($xxx,xxx) in the cWTent period. 

Change in net assets ofgovememental activities 

See accompanying notes to financial statements 
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$ 148,404 

10,345 

$ 158,749 



CITY OF NORTONVILLE, KENTUCKY 
STATEMENT OF NET ASSETS 

PROPRIETARY FUNDS 
June 30, 2011 

Business-type Activities-Ent~rise Funds 
Sewer Water 
S;ystem S;rstem Totals 

ASSETS 

Current assets: 
Cash and cash equivalents $ 75,861 $ 4,504 s 80,365 

Invesbnents 
Accounts receivable 39,642 20,933 60,575 

Due from other funds 
Inventory 9,125 9,125 

Restricted cash and cash equivalents 140,077 21,500 161,577 
Total current assets 255!580 56062 311 642 

Noncurrent assets: 
Restricted cash and cash equivalents 
Capital assets, net of accumulation: 41598,773 5121666 51111,439 

Total DOI1Current assets 4,598,773 512 666 5,111,439 

ToW. assets 4,854 353 568,728 5 423,081 

LIABILITIES AND FUND EQUITY 

Current llabHities: 
Accounts payable and accrued liabilities 137 137 
Due to other funds 48,322 31,289 79,611 
Payable from restricted funds: 

Accrued interest payable 186,050 8,099 194,149 

Revenue bonds payable 41,000 19,000 60,000 
Customer deposits 76,407 76,407 

ToW current liabilities 275-2_72 134,932 410 304 

Noncurrent liabilities: 
Revenue bonds payable, net 408,000 373,500 781,500 
KIA loan 2,554,230 2!554,230 

Total noncurrent liabilities 2,962,230 373,500 3,335!730 

Total liabilities 3,237,602 508 432 3 746,034 

Net Assets 
Investoo in capital assets, net of related debt 1,361,171 80,778 1,441,949 
Restrictoo for: 

Debt service 140,077 21,500 161,577 
Utilities 9,125 9,125 
Customer deposits 76,407 76,407 

U nrestrictoo 115,503 ~127,514~ (12,011~ 

Total net assets 1616,751 60,296 I 677,047 

Total liabilities and net assets $ 4,854,353 s 568,728 $ 5,423 081 

See accompanying notes to the financial statements. 
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CITY OF NORTONVILLE, KENTUCKY 

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS 

PROPRIETARY FUNDS 

For the year ended June 30, 20ll 

Business~ Activitier-Entap1ise funds 
Sewer Water 

System System Totals 
Operating revenues 

Charges for services $ 3ll,412 $ 247,198 s 558,610 
Meter tap fees 300 300 
Sludge dump fees 32,695 32,695 
Service charges and penalties 178,410 6,586 184,996 
Miscellaneous 1 100 101 

Total operating revenues 522,518 254 184 776 702 

Operating and maintenance expense: 
Salaries and wages 51,162 54,624 105,786 
Payroll taxes 3,816 4,068 7,884 
Retirement 4,391 4,280 8,671 
Health insurance 4,505 15,610 20,115 
Utilities 50,975 42,553 93,528 
Telephone 2,495 1,855 4,350 
Vehicle repair 213 844 1,057 
Office supplies 3,466 4,109 7,575 
Expendable supplies s4z- 1,175 2,017 
Repairs and maintenance 18,348 18,240 36,588 
Legal and audit 4,082 3,857 7,939 
Fuel and oil 4,833 4,618 9,451 
Insurance -liability 14,728 16,034 30,762 
AdYertising 55 284 339 
Cootracted service 31,650 19,500 51,150 
Sludge disposal 8,764 8,764 
Testing 7,951 6,134 14,085 
Chemicals 7,005 5,797 12,802 
Postage 1,635 2,065 3,700 
Uniforms 481 1,266 1,747 
Dues & subscriptions 189 595 784 
Supplies 

Misccllaneoo.s 
Travel 154 543 697 
Bank charges 250 121 371 

Total operating and maintenaac:e e1penses 221,990 208 172 430,162 
Operating income (loss) befure depreciatioo 
and amortization 300,528 46,012 346,540 

Depreciation and amortization 148129 27 510 175 639 
Openrting inoome (loss) 152,399 18.502 170,901 

Nonoperating revenness (expenses): 
Interest revenue 3 3 
Insurance claim 6,250 6,250 
Sale of scrap 719 719 
Interest expense and fiscal charges (101,027) (18,822} (119,849) 
Loan service fee KIA (4,204~ (4,204} 

Total net nonoperating revenues 
(expenses) po5,231z lll,850l (117,081~ 

Income (loss} befure contributions and transfers 47,168 6,652 53,820 
Capital contributions 31,978 15,695 47,673 
Transfers -debt service 48 322 31,289 79,611 

Change in net assets 127,468 53,636 181,104 

Total net assets, July 1, 2010 1,489,283 6,660 1,495,943 
Total net assets, June 30, 20 ll 1616 751 $ 60~96 $ 1,677,047 

See accompanying notes to the financial statements. 
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CITY OF NORTONVILLE, KENTUCKY 
STATEMENT OF CASH FLO'\\S 

PROPRIETARY FUNDS 
For tile: year ended June 30, 2011 

Business-type Activities-Enterpdse fwtds 
~ Water 

S~em System Totals 
Cash !1o11'S from operating activities: 

Cash received from custollltt'S 519,017 s 254,184 s 773,201 
Cash payments to suppliers for goods and services (213,690) (190,264) (403,954) 
Cash payments 1o employees for services (54,978) {58,692) (113,670) 
Other opaatiog rcceip(s 6,253 6153 

Net asb provided (used) by opendng 
:octmties 250.349 1148! 261,830 

Cash How from nonus& fuwlcing ~: 
Transfer 48,J22 31 189 79611 

Net cash provided (lORd) by BCHIUpital 

fm.aadll« acthitles 48 321. 31289 79611 
Cask ·flows from Uipital and related lluoclag acthllie$: 

Principal paid on long tcnn debt (39,000) (19,000) (58,000) 
Interest and fees paid oo long ram-term debt (53,210) (16,059) (69,269) 
Capital oontributions 

Net cash used io capital and rdalcd financing ICiivitics (92~10) (35,059) ~127~69) 
Cash flows from In~ activities: 

Proceeds from the sale of assets 719 719 
Net cash provido:l (used) by investing actiYities 719 719 

Net incn:asc ( <k=ase) in cash and cash equivalalts 206,461 8,430 214,891 
Cash and <:ash equivalents, July I , 2010 9,477 17 574 27051 
Cash and casll equivaleets, JuJtC 30, lOll $ 215l938 s 26004 s 241,942 

215,938 26,004 241,942 
Classified N;; 

CW1Uit Assets $ 75,861 $ 4,504 80,365 
Restricted Assets 140,077 21,500 161 ,577 
Noncurrent assets, restrictlXI 

Total s 215,938 s 26,004 $ 241,942 

Business~ Activities-EntCI'lllise funds 
Sewer Water 
S~em S~em To lab 

Reconciliation of operating income (loss) to net cash 
provided (used) by opM~ting actmties: 

OperMlag u.oo- (lou) s 152 399 s 18,502 s 170,901 
Adjuslmelll! to recoadle operatiag locome {l<>Ss) to aet 
c:asll provided {ased) by opel'2tln& activities: 

Depreciation and amortization 148,129 27,563 175,692 

Decresse (increase) In -t: 
Accx:nmts recdvable (12,525) (10,799) (23,324) 

lncn:ase ( decrease) in liabilities: 
Accounts payable and accrued liabilities 137 (24,514) (24,377) 
Due to other funds 4&,322 31,289 79,611 
Accrued interest payable (91,001) (18,861) (109,862) 
Revenue bonds payable (39,000) (19,000) (58,000) 
Customer deposits 4.250 4,250 

Total adjustments 54,062 !10,072~ 4} 99Q 

Net cash provided (used) in operaring activities $ 206,461 s 8,430 s 214,891 

See accompanying notes to the financial stalcrncflts. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2011 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Reporting Entity 

The City of Nortonville, Kentucky (the City) operates under a Mayor-Councilmembers form of 
government and provides the following services: general govemment, public safety, public service, 
community service, debt service and maintenance, and utility services (water and sewer). 

The criteria for including organizations as component units within the City's reporting entity are as 
follows: legally separate organization (can sue and be sued), the City holds the corporate powers of the 
organization, the City appoints a voting majority of the organization's board, the City is able to impose its 
will on the organization, the organization has the potential to impose a fmancial benefit/burden on the 
City, and there is fiscal dependency by the organization on the City. Based on the afore~mentioned 
criteria, the City has no component units. 

The accounting policies of the City conform to accounting principles generally accepted in the United 
States of America as applicable to governmental units. The following is a summary of the more 
significant of such policies. 

Basis of Presentation 

The accounts of the City are organized on the basis of funds. Each fund is considered a separate 
accounting entity - each with a separate set of self-balancing accounts including assets, liabilities, fund 
balance or net assets, revenue, and expenditures or expenses, as appropriate. Government resources are 
allocated to and accounted for in individual funds based upon the purposes for which they are to be spent 
and the means by which spending activities are controlled. 

Basis of Accounting/Measurement Focus 

Government-Wide Financial Statements 

The statement of net assets and the statement of activities display information about the City, the primary 
government, as a whole. These statements distinguish between activities that are governmental in nature 
and those that are considered to be business-type activities . 

The government-wide statements are prepared using the economic resources measurement focus and the 
accrual basis of accounting. This is the same approach used in the preparation of the proprietary fund 
financial statements but differs from the manner in which the governmental funds financial statements are 
prepared. Therefore, the governmental funds fmancial statements include reconciliations with brief 
explanations to better identify the relationship between the government-wide statements and the 
statements for governmental funds. 
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NORTO~LLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 20 ll 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Basis of Accounting/Measurement Focus (continued) 

Government-Wide Financial Statements (continued) 

The government-wide statement of activities presents a comparison between expenses and program 
revenues for each segment of the business-type activities of the City and for each program of the 
governmental activities. Program revenues include charges paid by the recipients for the goods or 
services offered by the programs and grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular program. Revenues that are not classified as program 
revenues are presented as general revenues. The comparison of program revenues and expenses identifies 
the extent to which each program or business segment is self-fmancing or draws from the general 
revenues of the City. 

In the government-wide financial statements as well as the proprietary fund financial statements, net 
assets should be reported in one of three categories as "invested in capital assets, net of related debt," 
"restricted," or "unrestricted." 

Net assets reported as "invested in capital assets, net of related debt" represent total capital assets 
(including infrastructure and restricted capital assets), net of accumulated depreciation, and net of long
term borrowings attributable to acquisition, construction, or improvement of capital assets. Unspent 
proceeds of borrowings made for capital investment should not be considered in calculating the amount of 
investment in capital assets. Such unspent proceeds and the related debt would be included in calculating 
restricted net assets. 

Net assets should be reported as restricted when constraints placed on net asset use are either externally 
imposed by creditors, grantors, contributors, or laws or regulations of other governments or imposed by 
laws through constitutional provisions or enabling legislation. Debt covenants are an example of an 
external restriction. An example of an internal restriction could be a charter provision that gasoline tax 
proceeds be spent only for road construction and maintenance. The net assets restricted for other 
purposes result from special revenue funds and the restrictions on their net asset use. 

Unrestricted net assets are those net assets that do not meet the definition of "invested in capital assets, 
net of related debt" or "restricted," as described above. Management's designation of unrestricted net 
assets (typically, designations of fund balances) should not be reported on the face of the statements of net 
assets; however, these designations can be disclosed in the notes to the fmancial statements. 

Fund Financial Statements 

Fund financial statements report detailed information about the City. The focus of governmental and 
enterprise fund fmancial statements is on major funds rather than reporting funds by type. Each major 
fund is presented in a separate column. 
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NORTO~L~KENTUCKY 
NOTES TO mE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

GOVERNMENTAL FUNDS 

All governmental funds are accounted for using the modified accrual basis of accounting and the current 
fmancial resources measurement focus. Under this basis, revenues are recognized in the accounting 
period in which they become measurable and available. Expenditures are recognized in the accounting 
period in which the fund liability is incurred, if measurable. 

Revenue Recognition 
In applying the susceptible to accrual concept under the modified accrual basis, the following revenue 
sources are deemed both measurable and available (i.e. collectible within the current year or within two 
months of year-end and available to pay obligations of the current period). These include insurance 
premium taxes, franchise taxes, special assessments, charges for services, intergovernmental revenues, 
and investment income. Other governmental revenues, including licenses and permits, certain charges for 
services, and miscellaneous revenues are recorded as revenue when received in cash because they are 
generally not measurable until actually received. 

Property taxes, though measurable, are not available soon enough in the subsequent year to finance 
current period obligations. 

Expense Recognition 
The measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses. Most expenditures are measurable and are recorded when the related 
fund liabilitY is incurred. However, principal and interest on long-term debt, which has not matured, are 
recognized when paid. Allocation of costs, such as depreciation, is not recognized in the governmental 
funds. 

Fund financial statements 
TI1e fund financial statements report information about the City's funds. Separate columns are presented 
for each major governmental fund and for each major enterprise fund. 

The City reports the following major governmental funds: 

• General fund- This is the City's primary operating fund; it accounts for aU fmancial transactions 
not required to be accounted for in another fund. 

• Capital projectsfimd - The city had a state grant HB 410 Project 247 for renovations and repairs 
to the City Hall, Library, and Museum. All the work and expense was finished before fiscal year 
2011. The final payment of$200,000 was received during fiscal year 2011 leaving a $0 balance 
in the fund. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE I. SUMMARY OF SIGNIF1CANT ACCOUNTING POLICIES (Continued) 
GOVERNMENTAL FUNDS (continued) 

Fund Balances 
In the governmental fund financial statements, fund balance is composed of five classifications designed 
to disclose the hierarchy of constraints placed on how fund balances can be spent. 

The governmental fund types classify fund balances as follows: 

Nonspendable Fund Balance - This classification includes amounts that cannot be spent because they 
are either (a) not in spendable form or (b) legally or contractually required to be maintained intact. 

Restricted Fund Balance - This classification includes amounts that are restricted to specific purposes 
externally imposed by creditors or imposed by law. 

Committed Fund Balance- This classification is the portion of fund balance that can only be used for 
specific purposes imposed by majority vote by quorum of the City Council of the City of Nortonville, 
Kentucky. Any changes or removal of specific purposes requires majority action by the governing body. 
The ending fund balances for the City's Municipal Road Aid, Local Government Economic Assistance 
(LGEA), and Community Block Grant Discretionary (CBGD) funds are all committed fund balances. 

Committed to Municipal Road Aid- Portion of fund balance committed to the construction and 
maintenance of the City's streets and roads. 

Committed to LGEA- Portion of fund balance committed to the City's severance funds. 

Committed to CBGD- Portion of fund balance committed to the City's community development. 

Assigned Fund Balance -Portion of fund balance that the City intends to use for specific purposes. 

Subsequent year's expenditures- Portion of fund balance that is appropriated in the next year's 
budget that is not already classified as restricted or committed. The governing body approves the 
appropriation. 

Unassigned Fund Balance- Portion of fund balance that has not been restricted, committed, or assigned 
to specific purposes or other funds. The General Fund is the only governmental fund that is allowed to 
have any amount classified as unassigned fund balance. 

PROPRIETARY FUNDS 

All proprietary funds are accounted for using the accrual basis of accounting. These funds account for 
operations that are primarily financed by user charges. The economic resource measurement focus 
concerns determining costs as a means of maintaining the capital investment and management controL 
Their revenues are recognized when they are earned and their expenses are recognized when they are 
incurred. Allocation of costs, such as depreciation, is recorded in proprietary funds. 

The proprietary fund maintained by the City consists of the Water and Sewer Fund. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
PROPRIETARY FUNDS (continued) 

Cash and Investments 
The City's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. 

Kentucky Revised Statute 66.480 permits the City to invest in U.S. Treasury obligations, U.S. Agency 
Obligations, certain Federal instruments, repurchase agreements, commercial banks' certificates of 
deposit, savings and loan deposits, and the Commonwealth of Kentucky investment pool. 

As security for deposits of the City, any bank doing such business is required to pledge securities in an 
amount to exceed funds on deposit by the City. In addition, the City is insured under FDIC for up to 
$250,000 with their bank. 

Restricted Assets 
Certain proceeds of proprietary fund revenue bonds and grants, as well as certain resources set aside for 
bond repayment, are clasSified as restricted assets on the balance sheet because their use is limited by 
applicable covenants. Restricted assets consist of cash and certificates of deposit. 

Statement of Cash Flows 
For purposes of the Statement of Cash Flows, the City considers all highly liquid investments with 
maturities of three months or less when purchased to be cash equivalents. 

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

Capital Assets 
The City's assets are capitalized at historical cost or estimated historical cost. Donated assets are valued 
at their fair market value on the date received. Depreciation is recorded on a straight-line basis over the 
useful lives of the assets as follows: 

Buildings and Improvements 
Vehicles 
Office Furniture and Fixtures 
Equipment 
Office Equipment 
Computer Equipment 
Infrastructure 

Capital Assets (continued) 

40 years 
5years 
7 years 

5-10 years 
5-7 years 

5 years 
30-50 years 

In June 1999, the Govermnental Accounting Standards Board (GASB) issued Statement No. 34, which 
requires the inclusion of infrastructure capital assets in a local government's basic financial statements. 
In accordance with Statement No. 34, the City has elected to report infrastructure prospectively. 
Infrastructure is included in the fiscal year 2011 Basic Financial Statements. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2011 

NOTE l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
PROPRIETARY FUNDS (continued) 

Capital Assets (continued) 
The City defmes infrastructure as the basic physical assets that allow the City to function. The assets 
include the street system; water purification and distribution system; sewer collection and treatment 
system; park and recreation lands; and buildings combined with site amenities such as parking and 
landscaped areas used by the City in the conduct of its business. Each major infrastructure system can be 
divided into subsystems. For example, the street system can be divided into concrete and asphalt 
pavements, concrete curbing, sidewalks, streetlights, traffic control devices, landscaping, and land. 
Subsystem detail is not presented in these basic fmancial statements; however, the City maintains detailed 
information on these subsystems. 

For all other capital assets: buildings, vehicles, and equipment, the City elects to use the Basic Approach 
as defined by GASB Statement No. 34 for reporting. 

Long-Term Obligations 
Long-term debt is recognized as a liability of a governmental fund when due. In the fund financial 
statements, for other long-term obligations, only that portion expected to be fmanced from expendable, 
available financial resources is reported as a fund liability of a governmental fund. 

Fund Equity 
Reserves represent those portions of fund equity not appropriable for expenditure, or are legaUy 
segregated for a specific future use. 

Interfund Receivables and Payables 
Short-term amounts owed between funds are classified as "Due to/from other funds ." Interfund loans are 
classified as "Advance to/from other funds" and are offset by a fund balance reserve account. 

Operating Revenues and Expenses 
Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
conn~tion with a proprietary fund's principal ongoing operations. The principal operating revenues of 
the City enterprise funds are charges to customers for sales and services. The City also recognizes as 
operating revenue the portion of tap fees intended to recover the cost of connecting new customers to the 
water and sewer system. Operating expenses for enterprise funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this 
definition are reported as non-operating revenues and expenses. 

Other Financing Sources (Uses) 
Other fmancing sources (uses) are transfers of funds between the governmental funds and the proprietary 
funds or among the governmental funds themselves. On occasion, other financing sources (uses) can also 
consist of gains and/or losses on the sale of assets. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
PROPRIETARY FUNDS (continued) 

Non-exchange Transactions 
Non-exchange transactions, in which the City receives value without directly giving equal value in return, 
include property taxes, entitlements, and donations. Property taxes levied to finance fiscal year 2011 are 
recorded when there is an enforceable legal claim and when the revenue is measurable and available. 

Non-exchange Transactions (continued) 
Revenue from grants, entitlements, and donations are recognized in the fiscal year in which all eligibility 
requirements have been satisfied. Eligibility requirements include timing requirements, which specifY the 
year when the resources are required to be used or the year when use is first permitted, and, matching 
requirements, in which the City must provide local resources to be used for a specified purpose. On a 
modified accrual basis, revenue from non-exchange transactions must be available before it can be 
recognized. 

Significant Transactions Within Primary Government 
Within the primary government, the governmental funds and proprietary fund transfer funds between each 
other. The dollar amounts of those transfers are presented in the financial statements. 

NOTE 2- DEPOSITS AND INVESTMENTS 

At June 30, 2011, the City had cash deposits at multiple banking institution of $477,601. Federal Deposit 
Insurance Company insurance amounted to $250,000 at each institution. 

State statutes require that all deposits in financial institutions be fully collateralized by U.S. Government 
obligations or its agencies and instrumentalities or direct obligations of Kentucky or its agencies and 
instrumentalities that have a market value of not less than the principal amount of deposits. The City's 
deposits, including money market mutual funds, were insured and collateralized as required by State 
statutes at June 30, 2011. 

The City's deposits are categorized to give an indication of the level of risk assumed by the City on the 
highest daily balance during the fiscal year. 

Category 1 

Category 2 

Category 3 

Deposits which are insured or collateralized with securities held by the City or its agent 
in the City's name. 

Deposits which are collateralized with securities held by the pledging fmancial 
institution's trust department or agent in the City's name. 

Deposits which are not collateralized or insured. 

Based on these three levels of risk, all of the City's cash deposits are classified as Category 2. 
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NORTONV1LLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2011 

NOTE 3- PROPERTY TAXES 

The City's ad Valorem property tax is levied each October 1 on the assessed value listed as of the prior 
January 1 for all real estate, tangible personal property, and motor vehicles and/or watercraft located in 
the City. 

The tax rate assessed for the year ended June 30, 2011 was $0.237 per $100 valuation on all real estate. 
Tangible personal property is assessed at $.393 per $100 valuation. The assessed tax on motor vehicles 
and/or watercraft shall be $.229 per each $100 of assessed value. The monies collected from these ad 

Valorem taxes are used by the Administrative Department of the City to maintain and oversee the 
functions of the Government, public safety, public service and community service. 

A 2% discount is given to all property tax bills paid by November 30 following the October 1 levy date. 
The face amount of the property tax bill is due by December 31 and they become delinquent by February 
I following the October 1 levy date. A 5% penalty is added to all property tax bills not paid by January 
3I following the October I levy date. A 21% penalty is added to all property tax bills paid after January 
3 I following the October 1 levy date. 

NOTE 4- CAPITAL ASSETS 

In accordance with GASB Statement No. 34, the City has reported all capital assets including 
infrastructure in the Government-Wide Statement ofNet Assets. The City elected to use the depreciation 
method for reporting all capital assets whereby accumulated depreciation and depreciation expense have 
been recorded. The City qualifies as a small government, having revenues less than $10 million, and has 
elected to report infrastructure prospectively from point of implementation of GASB Statement No. 34. 
Capital assets of the City for the year ended June 30, 2011, consisted of the following: 

Balance Additions/ Deletions/ Balance 
7/1/2010 Reclassifications Reclassifications 6/30/2011 

Governmental-Type Activities 
Buildings $ 98,763 $ $ $ 98,763 
Fire 276,916 13,673 290,589 
Improvements 543,173 8,008 551,181 
Machinery & equipment 272,563 272,563 
Police 8,629 6,103 2,526 
Vehicles 174,925 45,000 20,625 199,300 
Infrastructure 42,557 42.557 
Land 45,000 45,000 

Total 1,462,526 66,681 26,728 1,502,479 
Less Accumulated Depreciation {716,802) (56,336~ (773,138l 

Total Governmental-Type Activities $ 745,724 $ 10,345 26,728 $ 729,341 
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NORTONVlLLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 4- CAPITAL ASSETS (continued) 

For the year ended June 30, 2011, depreciation on capital assets was charged to the government functions 
as follows: 

General Fund 

Public safety 

Public service 

Community service 

Total 

$ 1,654 

34,805 

3,693 

16,184 

$56,336 

A summary of the Proprietary Fund capital asset transactions for the year ended June 30, 201 I, is shown 
below: 

Balance Additions/ Deletions/ Balance 

7/1/2010 Reclassifications Reclassifications 6/30/20ll 

Business-Type Activities 

Water lines and extensions $ 150,747 $ $ $ 150,747 

Water meters and boxes 6,754 6,754 

Pumps and motors 27,864 15,695 10,452 33,107 

Fire hydrants 26,117 26,117 

Buildings, tanks, etc., 160,563 160,563 

Vehicles 21,210 21,210 

Equipment 22,191 22,191 

1995 Waterline replacement 675,652 675,652 

Sewer system equipment 132,466 132,466 

Sewer system property 3,033,626 31,978 54,843 3,010,761 

Regional sewer project 5,127,413 5,127,413 

Total 9,384,603 47,673 65,295 9,366,981 
Less Accumulated Depreciation (4,144,444} {175,639) 65,541 { 4,255,542) 

Total Business-Type Activities $ 5,240,159 $ (127,9662 $ 754 $ 5,111,439 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

Jun.e 30, 20 II 

NOTE 4- CAPITAL ASSETS (continued) 

Balance Additions/ Deletions/ 

Sewer system 7/112010 Reclassifications Reclassifications 

Business-Type Activities 

Sewer system equipment $ 132,466 $ $ 
Sewer system property 3,033,626 31,978 54,843 

Regional sewer project 5,127,413 

Total 8,293,505 31,978 54,843 
Less Accumulated Depreciation {3,578,581) {148,129) 54,843 

Total Business-Type Activities $ 4,714,924 $ (116,15Q 

Balance Additions/ Deletions/ 

Water system 7/1/2010 Reclassifications Reclassifications 

Business-Type Activities 

Water lines and extensions $ 150,747 $ $ 

Water meters and boxes 6,754 

Pumps and motors 27,864 15,695 10,452 
Fire hydrants 26,117 

Buildings, tanks, etc., 160,563 

Vehicles 21,210 

Equipment 22,191 
1995 Waterline replacement 675,652 

Total 1,091,098 15,695 10,452 

Less Accumulated Depreciation (565,8631 {27,510} 9,698 

Total Business-Type Activities $ 525,235 $ (11,815) 754 

NOTE 6- RETIREMENT BENEFITS 

Balance 

6/30/2011 

$ 132,466 

3,010,761 

5,127,413 

8,270,640 

(3,671,867) 

$ 4,598,773 

Balance 

6/30/2011 

$ 150,747 

6,754 

33,107 

26,117 

160,563 

21,210 

22,191 

675,652 

1,096,341 

{583,675) 

$ 512,666 

The CERS plan is a cost-sharing multiple-employer defined benefit plan administered by the 
Board of Trustees of Kentucky Retirement (KRS). The non-hazardous members are required to 
contribute at 5% of their annual creditable compensation and the City matched at 16.93%. The 
hazardous members are required to contribute 8% of their annual creditable compensation and 
the City matched at 33.25%. Contributions required to CERS for the year ended June 30, 2011, 
was $14,274 for non-hazardous employees and $12,728. Any member of the retirement plan can 
call 502-696-5095 for account information. 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 7- CAPITAL LEASE 

The City of Nortonville paid off two capital lease agreements during fiscal year 2011. The leases w~;:re 
for a police vehicle and the other sewer equipment. 

Balance 
7/l/2010 

Governmental Activities 
Integra Bank $ 2~16 

Total Governmental Activities $ 2,316 

Proprietary Activities 
Sewer System 
Ford W Hall Company 5,338 
Total Proprietary Activities 5,338 

Total Capital Lease $ 7,654 

NOTE 8- LONG-TERM DEBT 

Transfers, Issues, 
or Additions 

$ 
$ 

$ 

Transfers, Payments, 

or Deletions 

$ 2,316 $ 
$ 2,316 $ 

5,338 
5,338 

$ 7,654 $ 

Balance 
6/30/2011 

The following is a summary oflong-term debt transactions for the City for the year ended June 30, 2011: 

Balance Transfers, Issues, Transfers, Payments, Balance 

7/1/2010 or Additions or Deletions 6/30/20ll 

Governmental Activities 

Note Payable - Fire truck $ $ 35,350 $ $ 35,350 

Total Governmental Activities 35 350 35,350 

Proprietary Activities 

Water system 

Revenue Bonds Series 1975@ 5% 61,000 !1,000 50,000 

Revenue Bonds Series 1995 @ 4.5% 35,500 8,000 27,500 

Sewer system 

Revenue Bonds Series 1980 @ 5% 488,000 39,000 449,000 

KY Infrastructure Authority @ 3% 2,554,230 2,554 230 

Total Proprietary Activities 3,138,730 58,000 3,080,730 

Total Long-Term Debt $ 3,138,730 $ 35,350 $ 58,000 $ 3 116,080 
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NORTONVILLE, KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 8- LONG-TERM DEBT 
(continued) 

Note payable- Fire truck 

Integra Bank 

Interest 4.5% 

Loan Date 10/27/2010 

Maturity 10/27/2015 

Principal $35,350.00 

Governmental Activities 

Annual 

Date Pa:iment PrinciQal 

10/27/11 8,067.22 6,476.47 

10/27/12 8,067.22 6,767.91 

10/27/13 8,067.22 7,072.47 

10/27/14 8,067.22 7,390.73 

10/27/15 8,067.22 7,642.42 

40,336.10 35,350.00 

Proprietary Activities 
Sewer system 

Revenue Bonds 1980 - 5% 

~ Amount 

2011 39,000.00 

2012 41,000.00 

2013 43,000.00 

2014 45,000.00 

2015 47,000.00 

2016-2020 273,000.00 

488,000.00 
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Interest 

1,590.75 

1,299.31 

994.75 

676.49 

343.91 

Principal 

Balance 

35,350.00 

28,873.53 

22,105.62 

15,033.15 

7,642.42 

0.00 



NORTONY1LLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 8 -LONG-TERM DEBT (continued) 

KY Infrastructure Authority@ 3% Principal $2,554,230, Accrued Interest $185,042 

Water System 
Revenue Bonds Revenue Bonds 

Series 1975-5% Series 1995-4.5% 

Year Amount Year Amount 
2012 11,000.00 2012 8,000.00 
2013 12,000.00 2013 8,500.00 
2014 13,000.00 2014 9,000.00 
2015 14,000.00 2015 9,500.00 
Total 50,000.00 2016 10,000.00 

2017-2021 56,000.00 
2022-2026 70,500.00 
2027-2031 107,000.00 
2032-2035 64,000.00 
Total 342,500.00 

NOTE 9- DEFERRED REVENUE 

The deferred revenue of the Governmental Fund of$51,459 represents delinquent taxes that have not 
been collected from 2010 to all prior years. The property taxes receivable- delinquent of $51,708 is 
offset to the deferred revenue. The amounts if collected will be adjusted from deferred to delinquent tax 
revenues in the year collected and the property tax receivable reduced by the amount of collections. 
As the years go on the likelihood of collection becomes less in the past years. The schedule below shows 
the relationship of amounts to be collected with the past years: 

Year/years Due 

2010 
2009 

2008 

2007 

2006 

2005-2000 

1999-1990 

1989-1980 

Prior to 1980 

Total 
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Amount 
6,008 

1,736 

2,785 

2,007 

2,139 

10,964 

4,787 

822 

20,211 

51,459 



NORTONVTLLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 10- RISK MANAGEMENT 

The City is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. The City carries commercial insurance 
for these types of risk through Kentucky League of Cities Insurance Services. 

The insurance covers claims on losses up to the following limits: 

Coverage 

General Liability 

Public Officials Liability 

Law Enforcement Liability 

Automobile Liability 

Automobile Physical Damage 

NOTE 11- TRANSFERS TO/FROM OTHER FUNDS 

Limit per 

Occurrence 

$3,000,000 

$3,000,000 

$3,000,000 

$3,000,000 

Actual Cash Value 

The Governmental funds supported the Enterprise activities in payments of their debt. The proprietary 
funds are business-type activities self-supporting separate from the Governmental funds . 

TRANSFERS FROM 

General Fund 

Governmental Fund _..;:..$ ____ 7'-'-9-'.:.,6-"-11'---

Total s 
$ 

s 

Due from 

Sewer System 

48 322 

48,322 

PROPRIETARY FUNDS 

Due from 

Water System 

s 31,289 

s 31,289 

NOTE 12- SIGNIFICANT FINANCIAL INFLUENCE 

Total 

Due From 

s 79,611 

s 79,611 

The City is reliant on taxes from several sources to operate. If there is a significant change in any of these 
taxes, there could be a significant effect on the City's ability to operate. 

NOTE 13- BUDGETARY INFORMATION 

Through the budget, the City Council sets the direction of the City, allocates its resources, and establishes 
its priorities. The Annual Budget ensures the efficient and effective use of the City's economic resources, 
as well as establishes that the highest priority objectives are accomplished. 

The City Charter establishes the fiscal year as the twelve-month period beginning July l. The 
departments submit to the Mayor a budget of estimated expenditures for the ensuing fiscal year after 
which the Mayor subsequently submits a budget of estimated expenditures and revenues to the City 
Council June 1. 
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NORTO~LLE,KENTUCKY 
NOTES TO THE FINANCIAL STATEMENTS 

June 30, 2011 

NOTE 13- BUDGETARY INFORMATION (continued) 

Upon receipt of the budget estimates, the Commission holds a first reading on the Budget Ordinance and 
Tax Roll Ordinance. Information about the Budget Ordinance is then published in the official City's 
newspaper. The Council is precluded from passing the Budget Ordinance (second reading) until ten days 
have passed after the Ordinance publication and becomes effective upon approval by the Council. 

Budgeted amounts are as originally adopted or as amended by the City Council. The comparison of 
actual to budget shows a surplus for both the Governmental funds and Proprietary funds. 

NOTE 14- ADVERTISING 

Total advertising costs for the fiscal year ended June 30, 2011 for Nortonville was $1,621, of which 
$1,282 and $339 were for the City of Nortonville and Nortonville Water & Sewer System respectively. 

34 



REQUIRED · 
SUPPLEMENTARY 

INFORMATION 



CITY OF NORTONVIUE, KENTUCKY 

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

BUDGET AND ACTUAL- GENERAL FUND 

Fof the Year Ended June 30, 2011 

Variance 

Budgeted Amounts Positive 

Original Final Actual {Negative} 

Budgeted fund balance, July 1, 2010 $ 14,097 s 14,097 $ 13,939 $ (158) 

Revenues: 

Taxes real and personal 82,000 82,000 88,700 6,700 

Licenses & permit 105,800 105,800 157,824 52,024 

Intergovernmental 30,322 30,322 305,400 275,078 

Miscellaneous 9,290 9,290 15,560 6,270 

Gordon Park so 50 (50) 

Total 227,462 227,462 567,484 340,022 

Expenditures: 
General government 106,980 106,980 97,777 (9,203) 

Library 22,750 22,750 9,641 (13,109) 

Rre 22,360 22,360 86,408 64,048 
Police 69,590 69,590 69,580 (10) 

Public officials 23,220 23,220 24,824 1,604 

PubliC safety 42,405 42,405 39,819 {2,586) 

Parks and recreation 3,325 3,325 11,420 8,095 

Reserve for contingencies 13,939 13,939 (13,939) 

304,569 304,569 339,469 34,900 

Budgeted fund balance, June 30, 2011 $ (63,010) $ (63,010) $ 241,954 $ 305,122 
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OTY OF NORTONVILLE, kENTUCKY 
SCHEDUlE OF REVENUES, EXPENOfTUR£S ANO CHANGES IN FUND BAlANCES 

8U0Gf:f AND ACTUAL- GENERAL FUND 

Budgeted fund balance, July 1, 2010 

Revenues: 

Taxes real and personal 

licenses & permit 

Ot'upationallicense 

franch lse fees 

Cable TV franchise fee 

KY utilities franchise fee 

ATMOS gas franchise fee 
Insurance tax premium taxes 

Telecommunications tax 
lntergovemmenbl 

State local aid 

Municipal road aid 

local government economic aid 

Fire - state and county aid 

F.,. tiM! Year End<!<! June 30, 20ll 

Budgeted 

Amounts 

s 14,097 

82,000 

4,500 
15,000 
10,000 

25,000 

1,300 

50,000 
0 

0 
10,000 

3,000 
13,200 

KY law enforcement foundation program fund {KLEFPF) 4,122 

Miscellaneous 

General fund interest 

Penalties and lien fees 

Municipal aid Interest 
LGEA Interest 

Miscellaneous police court revenue 

Miscellaneous 

Ubrary/museum donations 

Cemetery accounts interest 
Cemetery plots sold 

cafeteria rental 

Gym rentals 

Gordon Park 
Gordon Park &Nortonville Ballpark 

Gordon Park Interest 
Nortonville Ballpark Interest 

Total 

Expenditures: 
General government 

Salaries and wages 

Payroll taxes 

Health Insurance 

CERS (Retirement) 
Utilities- electric 

Utilities - gas 

Telephone/internet 

Insurance- general liability 

Legal advertisement 

Attorney fees 

Audit fees 

Office equipment & supplies 

Expendable supplies 

Repairs & maintenance 

Tax bills preparation 

f>ostage 
Publishing fees- Annual Water Report 

Travel & training 
Ub1<1ry 

S~l~ry lnd WJgll~ 

Payroll taxes 

Hei'llth lnsur~nce 
CERS (Retirement) 

Contract laoor 
Telephone/internet 

60 

1,500 

50 
so 

100 

0 

500 
30 

2,300 

1,200 
3,500 

20 

20 
10 

227,462 

36,640 

2,735 

2,690 
0 

12,500 
1,850 

2,900 

6,465 
1,400 

2,000 

29,000 

1,600 

2,000 

1,000 

600 

1,000 

600 
2,000 

9,270 

675 
7,395 
1,500 

0 
1,800 

36 

Actual 

$ 13,939 

88,700 

1.275 
4,561 

0 
25,631 

131 
124,584 

1,642 

215,255 
70,405 

5,610 

10,000 
4,130 

4 
0 

14 
0 

150 

5,376 

318 

0 
1,880 
1,695 
6,123 

0 
0 
0 

567,484 

40,251 

3,147 

5,142 
2,916 
9,016 
1,644 

2,779 

9,446 

1,282 

0 
11,064 

5,208 

829 
1,888 

1,610 

761 
0 

394 

1,7&3 

130 
0 

302 

3,400 
1,436 

Variance 

Positive 

{Ne~tivej 

6,700 

(3,225) 
(10,439) 

(10,000) 

631 
(1,169) 

74,584 
1,642 

215,255 
60,405 

2,610 
(3,2001 

8 

(56) 
(1,500) 

(36) 
{SO) 

50 

5,376 

(1821 
{30) 

(4201 
495 

2,623 

(20) 

(20) 
(10) 

340,022 

3,611 

412 

2,452 
2,916 

(3,484) 
{206) 
{121) 

2,981 
(118) 

(2,000) 

(17,936) 
3,608 

(1,171) 

888 
1,010 

(239) 
{600) 

(1,606) 

(7,487) 

(545) 
(7,395) 
(1,198) 

3,400 
(364) 



Office supplies 50 0 (50) 
Expend<>ble •upplies 50 580 530 
Utilities- electricity 1,780 1,780 0 
Utilities- gas 230 230 0 

Cemetary 

Cemetary expense 0 400 400 
Fire 

Salary and wages 5,360 5,356 (4) 
Payroll taxes 410 410 0 
Volunteer firemen 0 5,840 5,840 
Health Insurance 0 0 0 
CERS (Retirement) 0 0 0 
Fire fighters training and runs 2,400 255 (2,145) 
Insurance 0 1,049 1,049 
Utilities- electricity 3,305 2,980 (325) 
Utilities- gas 1,465 1,179 (286) 
Vehicle repair 1,000 9S4 (46) 
Gas and oil 1,300 459 (841) 
Contracted labor 600 0 (600) 
Office suppUes so 379 329 
Postage 50 0 (50) 
T elephone/lnte met 1,270 1.166 (104) 
Repairs & maintenance 0 1,253 1,253 
Expendable supplies so 1,460 1,410 
Dues & supplies 100 4,995 4,895 
Equlprrn!nt purchases 5,000 58,673 53,673 
Miscellaneous 0 0 0 

Police 
Salaries and wages 34,820 35,179 359 
Payroll taxes 2,455 2,476 21 
Health insurance 10,755 8,616 (2,139) 
CERS (Retirement) 11,4SO 12,728 1,248 
KlEFPF 4,130 3,100 (1,030) 
Telephone/internet 880 834 (46) 
Office supplies 300 446 146 
Gasandoll 1,500 2,034 534 
Vehicle repair 400 500 100 
Insurance -law enforcement 1,750 1,750 0 
Travel & training 0 861 861 
Narcotics task force 420 411 (9) 
Expendable supplies 150 49 (101) 
Dues & subscriptions 50 0 (50) 
Legal publications 100 0 {100) 
Uniform allowance 400 596 196 

PubHc offidals 

Salaries and wages 16,800 16,500 {300) 
Payroll taxes 1,290 1,097 (193) 
Insurance for public offiCials 5,130 7,227 2,097 

Public safety 

Utilities/electricity- sirens 260 268 8 
Utilities/electricity - street lights 16,950 14,756 (2,194) 
Utilities/electricity- traffic lights 195 195 0 
Street imjXovements 25,000 24,600 (400) 

Parks and recreation 

Utilities- electricity 1,325 1,544 219 
Repairs and maintenance 2,000 1,868 (132) 
capital outlay 0 8,008 8,008 

Reserve for contingencies 13,939 0 (13,939) 
304,569 339,469 34,900 

Budgeted fund balance, June 30. 2011 (63,010) 241,954 305,122 
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CITY OF NORTONVILLE, KENTUCKY 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN PROPRIETERY FUND BALANCES 

BUDGET AND ACTUAL- PROPRIETERY FUND 

For the Year Ended June 30, 2011 

Variance 

Budgeted Amounts Positive 
Original Final Actual {N~ative} 

Revenues: 
Charges for service $ 730,000 $ 730,000 $ 776,601 $ 46,601 

Total 730,000 730,000 776,601 46,601 

Expenditures: 
Waste water treatment plant 191,560 191,560 164,579 (26,981) 

Water & sewer departments 334,830 334,830 265,583 (69,247) 

Capital outlay 0 0 35,342 (35,342) 

Debt service 140,600 140,600 182,053 41,453 
666,990 666,990 647,557 (90,117) 

Ending fund balance $ 63,010 $ 63,010 $ 129,044 $ 66,034 
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CITY OF NORTONVILLE, KENTUCKY 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN PROPRITERY FUND BAl.ANC£S 

BUDGET AND AcnJAL- PROfJRIETERY FUND 

Fo1" the Year Ended June 30, 2011 

Variance 

Budgeted Positive 

Amounts Actual {Negative) 

Revenues: 
Charges for services 

Water/sewer department $ 713,000 $ 743,906 $ 30,906 
Leachate treatment 17,000 32,695 15,695 

Total 730,000 776,601 46,601 

Expenditures: 
Waste water treatment plant 

Contract with Clearwater Environment 36,000 36,000 
Chemicals 10,000 10,000 
Testing 7,000 7,951 951 
Repairs and maintenance 60,000 37,304 (22,696) 
Capital outlay 35,342 35,342 
Sludge disposal 14,000 8,764 (5,236) 
Utilities - electricity 61,400 61,400 
Telephone 3,160 3,160 

Water and sewer department 
Salary and wages 139,730 105,786 (33,944) 
Payroll taxes 10,270 7,884 (2,386) 
Health insurance 51,510 20,115 (31,395) 
CERS (retirement) 21,460 8,671 (12,789) 
Contracted services 
Telephone 1,650 1,190 (460) 

Travel and training 500 697 197 
Postage 4,000 3,700 (300) 

Offtce supplies 1,000 8,014 7,014 
Legal & accounting 7,939 7,939 
Advertising 339 339 
Expendable supplies 2,000 2,017 17 

Chemicals 4,000 2,802 (1,198) 
Water testing expense 1,270 6,134 4,864 
Insurance - Vehicle/equipment 9,430 30,762 21,332 

Vehicle loan payment 3,480 (3,480) 
Vehicle/equipment gas & oil 14,580 9,451 (5,129) 
Vehicle/equipment repair 3,000 1,057 (1,943) 

Vehicle/equipment motor maintenance 1,700 (1,700) 
Expendable equipment supplies 500 (500) 
Uniform allowance 300 1,747 1,447 
Repairs/maintenance Water/Sewer lines 25,000 15,150 (9,850) 
Utilities -electricity 37,600 30,254 (7,346) 
Utilities - gas 1,850 1,874 24 

Miscellaneous 
Debt ser~ice 

Principal and Interest 140,600 182,053 41,453 

Total 666,990 647,557 (19,433) 

Ending fund balance $ 63,010 $ 12.9,044 $ 66,034 
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John L. Jones CPA PLLC 
P. 0. Box 1537, Hopkinsville, KY 42241-1537 

270/887-0025, 270/886-5256 Fax 
jonesjohnl@bellsouth.net 

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 AUDIT STANDARDS 

To the City Council 
City of Nortonville, Kentucky 

I have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of City of Nortonville, Kentucky (i.e. the City), 
as of and for the year ended June 30, 2011, which collectively comprise the City's basic financial 
statements and have issued my report thereon dated March 20, 2012. I conducted my audit in accordance 
with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States except for failure to meet the peer review requirements. A peer review is scheduled to be 
conducted in May 2012. 

Internal Control Over Financial Reporting 

In planning and performing my audit, I considered City's internal control over financial reporting as a 
basis for designing my auditing procedures for the purpose of expressing my opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of City's internal control 
over financial reporting. Accordingly, I do not express an opinion on the effectiveness of the City's 
internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. 

My consideration of internal control over financial reporting was for the limited purpose descnl>ed in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control over 
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. I did not 
identify any deficiencies in internal control over financial reporting that we consider to be material 
weaknesses, as defined above. However, I did identify deficiencies 2011-1, 2011-2, 2011-3, and 2011-4, 
and reviewed the status of prior findings 07-1, 07-2, 07-3 07-4 07-5, 07-6, 07-7, and 07-8. The internal 
control over financial reporting, described in the accompanying schedule of findings, that I consider to be 
significant deficiencies in internal control over fmancial reporting. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. 
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Report 
City of Nortonville, Kentucky 
Page2 

Compliance and Other Matters 

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

The City's responses to the fmdings identified in my audit are described in the accompanying schedule of 
findings . I did not audit the City's responses and, accordingly, I do not express any opinions on them. 

This report is intended solely for the information and use of management, City Council, others within the 
entity, and federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

Sincerely, eX: 
~CP~,p~ 
Hopkinsville, Kentucky 
March 20, 2012 
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NORTONVIUE, KENTUCKY 

SCHEDULE OF FINDINGS AND PRIOR FINDINGS 
For the Year Ended June 30, 2011 

A. FINDINGS -Internal control 

2011-1 No Fiscal Year Ending Physical Inventory 

Statement of Condition: In the review of internal controls it was discovered that no physical 

year ending physical inventory was made for accounting and safeguarding assets. 

Criteria: Internal controls should be in place to provide assurance that assets are safeguarded 

and that proper accounting is maintained. 

Effect: Due to the failure to have annual physical inventories assets it would easier to misuse or 

abuse assets. 

Recommendation: The City have annual physical inventories to safeguard assets and to 

reconcile to the accounting records. 

Management's Response: We concur with the audit's recommendation. 

B. FINDINGS- FINANOAL STATEMENT AUDIT 

2011-2 Deposits were found not recorded 

Statement of condition: Deposits were found for telecommunications revenue that were not 

recorded in the accounting records. 

Criteria: Financial records would show the exact amount of cash and revenues to keep the 

accounting records in order. 

Effect: The accounting records would shoe excess cash and understated revenues. 

Recommendations: All monies deposited should be properly record in the accounting records. 

Management's Response: We concur with the auditor's recommendation. 

2011-3 Comingling accounts 

Statement of condition: The disbursements should not be split out between Proprietary 

expenditures and water system and sewer system but separate transactions. Payroll is split out 

between water system, sewer system and governmental activities. 

Criteria: A separate accounting for each entity without the disbursements being split out. 

Effect: The general fund was making payment for the debt service of water and sewer systems. 

The Proprietary funds are separate Enterprise-type business activities. Each is to be self

supporting. 
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NORTONVILLE, KENTUCKY 
SCHEDULE OF FINDINGS AND PRIOR FINDINGS 

For the Year Ended June 30, 2011 

2011-3 Comingling accounts (continued) 

Recommendations: The water system and sewer system should be separate or combined as 

one entity. The Proprietary funds are not to be intermingled with the governmental activities to 

support the debt service. These entities should be separate in all aspects of accounting records. 

Management's Respanse: We concur with the auditor's findings. 

2011-4 Not reporting all deferred wages on the federal 941 forms 

Condition: Not all deferred wages were reported on the quarterly federal 941 payroll forms for 

withholding, social security tax, and medicare tax. 

Criteria: All deferred wages are to be reported on the federal941 so correct social security tax 

and medicare tax can be paid. 

Effect: The fiscal year 2011 an underreporting of deferred wages on the federal payroll 941 

resulted in an estimated underpayment of $300 for payroll taxes. 

Recommendations: The federal 941 payroll forms should be amended to indude the deferred 

wages and payment of the payroll taxes. All deferred wages should be reported on the federal 

941 payroll forms. 

Management's response: We concur with the auditor's findings. 

Prior audit findings 

07-01 Payroll reporting 

Finding: 'In connection with our audit in the area of payroll, we noted an excessive number of 

the time cards prepared by employees were prepared manually instead of using the City time 

clock machines. This provides opportunities for employees to record and be paid for time not 

actually worked.' 

Current status: Resolved 

07-02 Budgets/interfund activity 

Finding: 'KRS 91A.030(13) and City ordinance prohibits any commitment, obligation or 

expenditures exceeding the appropriation for that purpose. During the year ended June 30, 

2007, the expenditures in the general and street departments exceeded the budgeted amounts. 

The absence of appropriate accounting for interfund activity (transfers and reimbursements) 

reduces the ability to monitor and compare actual expenses with budgeted amounts. 

Current status: Resolved 
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NORTONVIlLE, KENTUCKY 
SCHEDULE OF FINDINGS AND PRIOR FINDINGS 

For the Year Ended June 30, 2011 

Prior audit findings (continued) 

07-3 Cash management/operating loss 

Finding: 'Significant operating losses have occurred in the General, Water, and Sewer Funds 

during the past seven years (although the Water and Sewer Fund did incur a net operating 

income during the year ended June 30, 2006). These losses have been funded by available cash 

reserves and interfund transfers. The General Fund has a deficit of ($9,911) as of June 30, 

2007. cash reserves have been depleted. The General Fund will continue to have to borrow 

from the utility funds unless revenues are increased and/or expenditures are reduced.' 

Current status: Resolved 

07-4 Bank account reconciliation/recording transactions 

Finding: 'The City maintains sixteen bank accounts. These bank accounts are not being 

reconciled to the general ledger on a timely basis. This has resulted in excessive year-end 

accounting adjustments. All bank accounts should be reconciled to the general ledger each 

month. This is imperative for accuracy of the financial statements and as an effective internal 

control. We further recommend consideration be given to consolidating certain bank accounts. 

Current status: Resolved 

07 ~5 Segregation of duties 

Finding: 'The internal control structure relating to receipts and disbursements is inadequate due 

to a lack of segregation of duties. Proper segregation of duties is essential to an adequate 

internal control structure. The lack of proper segregation of duties may permit errors or 

irregularities to go undetected. 

Current status: Even though the administration has a small number of administrative staff, we 

believe this a this finding is resolved. 

07-6 Audit and publication 

Finding: 'The City is required, per KRS 91A040, to cause each fund of the City to be audited. The 

audit shall be completed by February 1, immediately following the fiscal year being audited. The 

financial records must be auditable before the audit may commence. At a minimum, these 

records must consist of a general ledger with all cash transactions for the year recorded and the 

cash accounts reconciled. Such records were not presented to the audit firm until December, 

2008. Consequently, the City is not in compliance with the publication requirements of KRS 

91A.040.' 

Current status: Resolved 
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NORTONVILLE, KENTUCKY 
SCHEDULE OF FINDINGS AND PRIOR FINDINGS 

For the Year Ended June 30, ZOll 

07-7 bond sinking/depreciation reserve fund 

Finding: 'The Revenue Bond Issues of 1975, 1980 and 1995 requires monthly deposits of funds 

sufficient to provide for the payments of principal and interest on said binds. As well as, a 

monthly deposits of funds sufficient to provide for the payments of principal and interest on 

said bonds, as well as, monthly deposits into the depreciation reserve to provide for future 

extraordinary repairs and improvements to the funded water and sewer system. Although 

bond payments were timely made, not all of the required deposits all the required deposits 

were transferred into the restricted accounts. Due to the commingling of the w.ater and sewer 

sinking and depreciation reserve accounts, in essence, funds were transferred from the 

depreciation reserve accounts to supplement the sinking fund accounts.' 

Current status: Monthly deposits are still not made for the bonds. The general fund is 

supporting the debt service a current finding. 

07-8 Uniform Financial Information Report 

Current status: Resolved 
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