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A
Cloyd & Associates, PSC
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Mayor and Commissioners
City of Corbin
Corbin, Kentucky

We have audited the accompanying financial statements of the governmental activities, each major fund, the
aggregate discretely presented component units, and the aggregate remaining fund information, as
applicable, of the City of Corbin, Kentucky, as of and for the year ended June 30, 2018, and the related notes
to the financial statements, which collectively comprise the basic financial statements of the City of Corbin,
Kentucky as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

1700 Forest Drive, Corbin, KY 40701 2410 Greatstone Point, Lexington, KY 40504 1301 West 5th Street, London, KY 40741
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Cloyd & Associates, PSC
Certified Public Accountants

Basis for Adverse Opinion on Aggregate Discretely Presented Component Units and Qualified
Opinion on Aggregate Remaining Fund Information

The financial statements referred to above do not include financial data for the City's legally separate
discretely presented component units. Accounting principles generally accepted in the United States of
America require financial data for the City’s legally separate component units to be reported with the financial
data of the City’s primary government unless the City also issues financial statements for the financial
reporting entity that include the financial data of its component units. The City has not issued such reporting
entity financial statements. Because of this departure from accounting principles generally accepted in the
United States of America, the assets, liabilities, net position, change in net position of the aggregate discretely
presented component units would have been reported as approximately $40 million, $1.1 million and
$860,000 for the Utility Commission, the Corbin Tourism Commission, and the Corbin Public Library,
respectively. However, the actual amounts cannot be determined due to audits not performed on some
component units at June 30, 2018. Assets and net position mentioned above are primarily made up of capital
assets in the Corbin Utility Commission. There is no aggregate remaining fund information in any of the
discretely presented component units. The financial statements do include City Hall Public Corporation, a
legally separate blended component unit.

Adverse Opinion on Aggregate Discretely Presented Component Units

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinicn on
Aggregate Discretely Presented Component Units and Qualified Opinion on Aggregate Remaining Fund
Information” paragraph, the financial statements referred to above do not present fairly the financial position
of the aggregate discretely presented component units of the City of Corbin, Kentucky as of June 30, 2018,
or the changes in financial position or cash flows, as applicable, thereof for the year then ended.

Basis for Qualified Opinion on the Governmental Activities

Management has adopted GASB 68 Accounting and Financial Reporting for Pensions for the Police and
Firefighters' Pension Fund. However, management has not adopted the proper methodology for determining
the full effect of GASB 68 implementation in relation to the Fund. Management has determined the net
pension liability but has not implemented the proper methods for determining deferred inflows and deferred
outflows, if any. In addition, the procedures used do not allow for determination of the pension expense in
accordance to GASB 68. The amount by which this departure would affect the assets, fund balances,
revenues, and expenses, if any, has not been determined.

Qualified Opinion

In our opinion, based on our audit, except for the effects of the matters described in the * “Basis for Qualified
Opinion on the Governmental Activities” paragraph, the financial statements referred to above present fairly,
in all material respects the financial position of the Governmental Activities of the City of Corbin, Kentucky as
of June 30, 2018 and the respective changes in financial position thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Cloyd & Associates, PSC
Certified Public Accountants

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of each major fund, and the aggregate remaining fund information, if applicable, for the
primary government of the City of Corbin, Kentucky, as of June 30, 2018, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 17, Change In Accounting Principle and Related Changes to Certain Beginning
Balances, in the Notes to the Basic Financial statements, the City adopted GASB Statement No 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pension. Our opinion is not
modified with respect to this matter.

Other Matters

Required Supplementary Information

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

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated November 29,
2018, on our consideration of City of Corbin, Kentucky's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. The report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering City of Corbin, Kentucky's internal control over financial
reporting and compliance.

Cloyd & Hssoerates, FSC

November 29, 2018

Corbin, KY
1700 Forest Drive, Corbin, KY 40701 2410 Greatstone Point, Lexington, KY 40504 1301 West 5th Street, London, KY 40741
Ph. 606.528.8776 Fax: 606.523.5457 Ph. 859.223.3318 Fax: 859.223.5875 Ph. 606.864.8110 Fax; 606.864.8471
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WIANAGENEN I'> UIDUUDSIUN ANL ANALYSIS (WIU&A)
Year ended June 30, 2018

CITY OF CORBIN, KENTUCKY

As management of the City of Corbin (City), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June
30, 2018. We encourage readers to consider the information presented here in conjunction with
additional information found within the body of the financial statements and notes. The following
information is related to the City's primary government and blended component unit only and does
not include information concerning aggregately discretely presenied component

FINANCIAL HIGHLIGHTS

« The City's ending cash balance was $4,082,390 comprised of $51,146 in restricted cash
and 34,031,244 in unrestricted cash. The prior year's cash balance was $3,586,887
comprised of $132,384 in restricted cash and 3,454,503 in unrestricted cash

» The City’s combined net position decreased by $1,495,776 due to operations and pension
and OPEB liability increases.

» The general fund had approximately $8.6 miillion in revenue, which primarily consisted of tax
revenue, fees for services, regulatory fees, and intergovernmental revenue. There was an
overalt increase, in the general fund balance of approximately $448,071 which represents
approximately a 7% increase relative to the prior year. The Corbin Arena fund showed an
overall increase of $313,391, which represents approximately a 15% increase. The total
overall increase for governmental funds was $769,264 or approximately 18% between 2017
and 2018.

» The City's total long-term liabilities increased by $4,982,809 relative to 2017 primarily due
to recognition of current year pension and OPEB expense. Short term debt decreased by
$285,345 during the year. The ending long-term debt balance was $28,157,725 including
the net pension and OPEB liabilities and accrued absences. There was no short-term debt
balance at the end of the year.

OVERVIEW OF FINANCIAL STATEMENTS

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

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

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



MANAGEMEN I’'S DLISCUSSIUN AND ANALYSIS (MUD&A)
Year ended June 30, 2018

The Statement of Activities presents information showing how the City's net assets changed during
the most recent 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 related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods.

The government-wide financial statements outline functions of the City that are primarily supported
by property taxes and intergovernmental revenues (governmental activities). The governmental
activities of the City include general government, police department, fire protection, public works,
recycling, building inspection, parks and recreation, main street and special projects. Fixed asset
acquisitions and related debt are also supported by taxes and intergovernmental revenues. The
government-wide financial statements can be found as indicated in the table of contents.

Fund financial statement. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities and objectives. The City uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the City can be divided into three categories: governmental, proprietary, and fiduciary
funds. Fiduciary funds are trust funds established by benefactors to provide benefits for employees.
The City has no proprietary funds. All other activities of the City are included in the governmental
funds.

The basic governmental fund financial statements can be found as indicated in the table of
contents.

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the governmental-wide and fund financial statements.
The notes to the financial statements can be found as indicated in the table of contents..

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of a government's financial position. In the
case of the City, governmentai assets exceeded liabilities by approximately $16 million. The largest
portion of the City's net assets reflects its investment in capital assets {e.g., land and improvements,
buildings and improvements, vehicles, furniture and equipment and construction in progress); less
any related debt used to acquire those assets that are still outstanding. The City uses these capital
assets to provide services to its citizens; conseguently, these assets are not available for future
spending. Although the City's investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities. The City's financial
position is the product of several financial transactions including the net resuits of activities, the
acquisition and payment of debt, the acquisition and disposal of capital assets, and the depreciation
of capital assets.



MANAGENIEN 1D DISUUSSION AND ANALYSIS (MD&A)
Year ended June 30, 2018

The City as a Whole

The following is a summary of the City’s net assets:

Governmental Activities Total
2017 2018 2017 2018
Current and other assels $ 5507236 § 5,941,691 5507236 § 5,941,601
Capital assets, net of depreciation 37,593,749 36,045,952 37,693,749 36,045,952
Total Assets 43,100,985 41,987,643 43,100,985 41,887 643
Deferred ouflows of resources 2,500,802 5,500,160 2,500,802 5,500,160
Short-term liabilities 2,047,200 1,700,187 2,047,200 1,700,187
‘Other liabilities 22,516,497 27,493,377 22,616,497 27,493,377
Total Liabilities 24,563,697 29,193,554 24,563,697 29,193,564
Deferred inflows of resources 426,108 1,548,594 655,000 1,548,584
Net assets
Net investment in
capital assels 28,895,445 28,006,657 28,895,445 28,006,657
Restricted 131,505 66,250 131,505 66,250
Unrestricted (8,414,958) (11,327,162) (8,414,968) (11,327,162)
Total Net Position $ 20,611,982 3 16,745,745 20,611,982 % 16,745,745
The following is a summary of the City’s changes in net assets:
Governmental Activilies Total
2017 2018 2017 2018
Revenues
Program revenues
Charges for services 3 3,675,613 $ 3,419,646 3 3,675,613 5 3,419,646
Operating Granis &
contributions 1,608,783 1452,193 1,608,783 1,452,193
Capital Grants &
contributions 375,109 - 375,109 -
General revenues
L ocal taxes 5,167,065 5,373,510 5,167,065 5,373,510
Regulatory fees 675,005 532,916 675,095 532,916
Licenses and penmits 258,319 262,908 258,319 262,908
Earnings on investments 8,708 27,007 8,708 27,007
Other 389,512 {232,889} 389,512 (232,889)
Total revenues 12,158,204 10,835,291 12,158,204 10,835,291
Expenses
General government 1,198,525 1,141,435 1,198,525 1,141,435
Police department 2316422 2,606,515 2,316,422 2,606,515
Fire department 1,598,567 1,761,654 1,598,567 1,761,654
Public works 2,488,108 2,097,170 2,488,108 2,097,170
Recycling center 382,480 442,924 382,480 442 924
Building inspector 136,822 133,891 136,822 133,891
Parks and recreation 598,425 867,328 598,425 867,328
Special projects 807,680 219,873 607 680 219,873
Arena 2,844 371 2,660,595 2,844,371 2,660,595
Downtown main street 236,780 185,496 236,780 185,496
Interest on debt service 237,684 214,186 237 684 214,186
Total expenses $ 12,645,864 $ 12,331,067 3 12,645,864 ] 12,331,067
Increase/{Decrease) in net position 3 (487,660) $ {1,495,776) $ (487660) $ (1,495,776)

There has been some decrease in the overall financial position of the City since the prior year.



WIANAVENEN 1D UISLUDDIUN AND ANAL TSID (MU&A)
Year ended June 30, 2018

The following table presents a fund accounting comparison and summary of revenue and expense
for Government Funds only for fiscal years 2018 and 2017:

2017 2018

Revenues and other financing sources
Tax and related revenue $ 6,193,103 $ 6,272,720
Licenses and permits 258,319 262,908
Fees for services 3,444,145 3,215,453
Rent 231,468 204,193
Investments 8,708 27,007
Intergovernmentail 1,983,892 1,452,191
Other 38,569 40,275
Debt issue 156,976 -
Total Revenue and other financing sources 12,315,180 11,474,747

Expenditures and other financing uses
General government 824,493 848,136
Police department 2,046,017 2,169,963
Fire department ) 1,411,960 1,437,096
Public works 2,197,662 1,852,405
Recycling center 337,832 400,703
Building inspection 120,850 98,912
Parks and recreation 528,569 696,238
Special projects 607,680 206,538
Downtown main street 209,140 137,014
Arena 2,512,337 1,987,724
Debt service . 887,443 870,754
Total expenditures and other financing uses 11,683,983 10,705,483
Net change in fund balance $ 631,197 $ 769,264

General Fund Revenue

The majority of revenue, net of debt, was derived from tax revenue (55% in 2018 and 56% in 2017).
Fees for services made up 28% of revenue in 2018 and 27% in 2017. Intergovernmental income
made up 13% of total revenues in 2018 and 16% in 2017. Interest income made up 0.23% of total
revenues in 2018 and 0.07% in 2017.

BUDGETARY IMPLICATION

The City's fiscal year is July 1 - June 30; other programs, i.e., some federal programs operate on
a different fiscal calendar, but are reflected in the City’s overall budget. Significant events that may
impact the finances include expected state budget deficits that may impact grant or other revenue.
The City routinely attempts to keep expenditures to a minimum because of the anticipated revenue
problems. The City’s budget was not exceeded in the current year.

Questions regarding this report and any separately issued component unit reports should be
directed to the Corbin City Clerk, Corbin, Kentucky, 40701.



CITY OF CORBIN, KENTUCKY
STATEMENT OF NET POSITION

June 30, 2018
Primary Government
Governmental
Activities
ASSETS

Cash and cash equivalents - unrestricted
Restricted cash and cash equivalents
Taxes receivable:
Restaurant tax
fnsurance tax
Occupational tax
Other receivables (net of allowance for
uncoliectible accounts)
Due from compenent units
Prepaid expense
Investment in fixed assets, net
Non-depreciable
Depreciable

Total assets

Deferred outfiows of resources
Deferred outflows of resources - OPEB
Deferred outflows of resources - pension
Deferred outflows of resources created by debt refundings, net

LIABILITIES
Accounts payable
Agcrued expenses
Uneamed revenue
Due to component units
Accrued compensated absences - current
Accrued interest
Current portion of capital leases due
Current portion lease purchase agreements payable
Net OPEB Liability County Employees Relirement System
Net Pension Liabillty County Employees Retirement System
Net Pension Liability Police and Firefighters' Pension Fund
Long-term portion of capital leases
Long-term portion of lease purchase agreements payable
Non-current portion of accrued compensaled absences

Total liabilities
Deferred outflows of resources

Deferred inflows of resources - OPEB
Deferred inflows of resources - pension

NET POSITION
Net investment in capital assets
Restricted for:
Operations
Capital expenditures
Unrestricted
Total net position

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

$ 4,031,244
51,146

370,931
459,084
431,570

169,692
427,315
728

2,645,515
33400437
41,987,643

1,470,369
3,996,236

33,555
5,500,160

453,389
97,985
95,497

370,931
19,700
18,051
73,384
571,250
3,912,169
10,868,441
5,235,262
121,329
7,273,332
82,844

29,193,564

237,691
1,310,803
1,548,494

28,006,657
66,250
{11,327,162)

§__ 16745745



CITY OF CORBIN, KENTUCKY

STATEMENT OF ACTIVITIES
Year ended June 30, 2018

FUNCTIONS/PROGRAMS

Governmental activities
General Government
Polica Department
Fire Department
Public Warks
Recycling Center
Building Inspection
Parks and Regcreation
Special Projects
Arena expenditures
Downtown Main Street
Interest on Long-Term Debt

Program Revenues

Net (Expense) Revenue and Changes in Net Pasition

Primary Government

Charges Operating Capital

for Grants and  Grants and

Expenges Senvices Contributions Contributions

$ 1,141,435 § 314,862 § 8,523 § -

2,608,515 10,652 170,528 -
1,761,654 - 103,210
2,097,170 1,557,008 158,212

442,924 07,435 43,069 -

133,891 15,656 - -

867,328 31,880 - -
218,873 - -

2,650,595 1,381,559 973,651 -

185,496 786 - -

214,186 - - -

Total primary government $12,331,067 $

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

3,410646 § 1452193 § -

General revenues

Taxes;

Property

Moter vehicle
Cccupational
Municipal insurance
Other

Alcohol regulatory fees

Municipal fees in liew

of taxes

Licenses and permits
Earnings on investments
Gain/{loss) on disposal

of inventory/property

Other

Total general revenues

Net position, July 1, 2017 restated

GChange in net position

Net position as of June 30, 2018

Governmental
Aclivities

$ (818,050)
(2,425,335)
{1,658,444)

(386,052)
(292,420
{118,235)
(835,648)
(219,873)
{305,385)
{184,700)

214,186
(7,459,228)

1,103,117

532,916

366,293
262,908
27,007

(639,458)
40,276

5,963,452
18,241,521

(1,495,776}

$ 16,745,745



CITY OF CORBIN, KENTUCKY
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2018

Corbin Total
General Arena ABC Governmental
Fund Fund FUND Funds
ASSETS
Cash and cash equivalents - unrestricted $ 3657506 § 373,738 8 - § 4031244
Restricted cash and cash equivalents 5,951 - 45195 $ 51,146
Taxes receivable
Restaurant tax 370,931 $ - 370,931
Insurance tax 459,064 - 459,064
Occupaticnal tax 431,570 - 431,570
Other receivables {net of allowance for
uncolleclible accounts) 137,569 18,887 58,432 214,888
Prepaid expenses 729 - 729
Due (to)ffrom component units 149,117 278,198 - 427,315
Due from Arena Fund 2,378,091 - - 2,379,091
Total assefs $ 7591528 § 670,823 § 103627 § 8,365,978
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 439,002 % 14,387 § - 3 453,389
Accryed expenses 93,834 4,151 - 97,085
Unearned revenue 50,113 45,384 - 95,497
Current portion of
accrued compensated absences 19,700 - 19,700
Line of credit -short term loan - - -
Due to General Fund - 2,379,091 45,195 2,424,286
Bue to Component Units 370,931 - - 370,931
Total liabilities 973,580 2,443,013 45,195 3,461,788
Fund balances
Nonspendable 729 - - 729
Restricted 5,951 - 58,432 64,383
Committed 22,527 - - 22,527
Assigned - - - -
Unassigned 6,588,741 _ (1.772,190) - 4,816,551
Total fund balances 6,617,948 {1,772,190) 58,432 4,904,190
Total liahilities and fund balances $ 7591528 § 670823 § 103,627 $ 8,365978

The accompanying notes are an integral part of these financiat stalements.

10



CITY OF CORBIN, KENTUCKY

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS TO

THE STATEMENT OF NET ASSETS
June 30, 2018

Total fund balances - governmental funds

Amounts reported for governmental activities in the staterent of net
assets are different because:

Capital assets used in governmental activities are not current financial

resources and, therefore, are not reported as assets in governmental funds.

The capital assets net of depreciation are:

Deferred difference of reacquisition price of refunding bond and refunded bond are

not recognized in the governmental funds but are recognized as deferred
outflows in the statement of net assets.

Deferred outflows of resources are not presented in the governmental fund
financial statements but are presented on the statement of net position.

Deferred inflows of resources are not presented in the governmental fund
financial statements but are presented on the statement of net position.

Bonds payable, notes payable and leases payable are not reported
in the governmental fund balance sheet because they are not due and
payable in the current period, but they are presented in the statement of net
assets.

The net pension obligation is not expected to be paid from current economic
resources and is not reported in the governmental funds balance sheet
but is presented in the statement of net assets.

The net OPEB obligation is not expected to be paid from current economic
resources and is not reported in the governmental funds balance sheet
but is presented in the statement of net assets.

Long-term portion of accrued compensated absences is not reported in the
governmental fund balance sheet because it is not due and payable in the
current period, but it is presented in the statement of net assets.

interest payable is not reported in the governmental fund balance sheet
because it is not due and payable in the current period, but it is presented
in the statement of net assets.

Total net assets - governmental activities

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

$ 4,904,190

36,045,952

33,558
5,466,605

(1,548,494)

(8,039,295)

(16,103,703)

(3.912,169)

(82,844)

{18,052

$ 16,745,745

1"
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year ended June 30, 2018

Revenues
Taxes:
Property
Motor vehicle
Occupational
Municipal insurance
Other
Alcohol regulatory fees and licenses
Revenue in lieu of tax
Licenses and permits
Intergovernmental revenues

Fees for services
Rent

Interest

QOther

Total revenues

Expenditures
General government
Police department
Fire department
Public works
Recycling center
Building inspection
Parks and Recreation
Special projects
Downtown Main street
Arena expenditures
Debt Service

Total expenditures

Excess (deficit) of revenues
over (under) expenditures
Other financing sources {(Uses)
Proceeds from loans
Transfer infout
Transfer infout

Total other financing sources (uses)
Net change in fund balance
Fund balances, July 1, 2017

Fund balances, June 30, 2018

Total
General Corbin Arena ABC Governmental
Fund Fund Fund Funds
$ 1,103,116 $ - - % 1,103,116
119,014 - - 119,014
2,390,897 - - 2,390,897
1,674,671 - - 1,674,671
85,811 - - 85,811
- - 532,916 532,916
366,293 - - 366,293
262,908 - - 262,908
478,543 973,650 - 1,452,193
1,868,419 1,347,034 - 3,215,453
169,669 34,524 “ 204,193
26,829 127 81 27,007
40,275 - - 40,275
8,586,445 2,365,335 532,967 11,474,747
848,004 - 132 848,136
2,169,963 - - 2,169,963
1,437,096 - - 1,437,096
1,852,405 - - 1,852,405
400,703 - - 400,703
98,912 - - 98,912
696,238 - - 696,238
206,538 - - 206,538
137,014 - - 137,014
- 1,987,724 - 1,887,724
124,183 746,571 - 870,754
7,971,056 2,734,295 132 10,705,483
615,389 (378,960) 532,835 769,264
525,033 692,351 - 1,217,384
(692,351) - (525,033) (1,217 ,384)
{167,318) 692,351 (525,033} -
448,071 313,391 7.802 769,264
6,169,877 (2,085,581) 50,630 4,134,926
$ 6,617,948 $ (1,772,180) 3§ 58432 $ 4,904,190

The accompanying notes are an integral part of these financial statements.
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CITY OF CORBIN, KENTUCKY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

Year ended June 30, 2018

Net change in total fund balances - governmental funds $ 769,264

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

Capital outlays are reported as expenditures in the governmental fund financial
statements because they use current financial resources, but they are treated
as assets in the statement of activities and depreciated over their estimated
economic lives. The difference is the amount by which depreciation expense
exceeds capital outlay for the year. (808,339)

Bond and capital lease payments are recognized as expenditures of current
financial resources in the governmental fund financial statements but are
reductions of liabilities in the statement of net position. 659,009

Amortization of deferred outflow of resources from refunding bonds is not
recognized on the governmental fund financial statements but is amortized on
the government wide financial statements. (3.557)

Accrued interest is recognized as an decrease in the net position in the governmental! wide
financial statements but is not recognized in the governmental fund financial statements 1,116

Changes in pension and OPEB expense are not recognized on the governmental fund
statements because it is not expected to be satisfied with current economic
resources, but it is recognized in the statement of activities. (1,399,158}

Proceeds of purchase or disposal of capital assets is recognized in the governmental funds
but only the remaining basis is recognized as a loss in the statement of activifies (639,458)

The increase in accumulated vacation payable is not considered part of the
current liability on the governmental fund financial statement but the full

amount is expensed as incurred on the statement of activities 25,347
Change in net position - governmental activities $ (1,495,776)

The accompanying notes are an integral part of these financial statements.
13



CITY OF CORBIN, KENTUCKY
- STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
June 30, 2018
Pension
Agency Trust
Funds Funds
ASSETS
Cash and cash equivalents % - $ 924,724
Investments - 486,880
Receivables '
interest - 927
Total Assets - 1,422,531
LIABILITIES
Due to agencies - -
Total Liabilifies - -
NET POSITION
Held in trust for pension benefits $ - $ 1,422,531

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



CITY OF CORBIN, KENTUCKY
STATEMENT OF CHANGES IN FIDUCIARY NET POSITON

FIDUCIARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2018

ADDITIONS
Tax revenue
Interest
Other
Total revenues

DEDUCTIONS
Benefits

Pian administration
Total expenditures

Increase/(Decrease) in net assets
Net Assets, July 1, 2017

Net Position , June 30, 2018

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

$ 516,627
9,325

— 525952

313,097
35007
212,855
__1,200,676

$ 1,422,531
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NOTES TO BASIC FINANCIAL STATEMENTS
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. The financial reporting entity

The City of Corbin, Kentucky is a home rule city under the laws of the Commonweaith of Kentucky
and operates under a City Manager/Commission form of government. The City's major operations
include public safety, fire protection, public works, recreation and parks, and general administrative
services. As defined by accounting principles generally accepted in United States of America
(GAAP) that are established by the Governmental Accounting Standards Board (GASB), the
financial reporting entity consists of the primary government, as well as its component units, which
are legally separate organizations for which the elected officials of the primary government are
financially accountable. Financial accountability is defined as appointment of a voting majority of
the component unit’s board, and either a) the ability to impose willi by the primary government, or
b) the possibility that the component unit will provide a financial benefit to or impose a financial
burden on the primary government. To be complete, the financial statements of the reporting entity
should include the primary government and its component units. The City has not included a
summary of the most recent audits of its component units in these primary government financial
statements for the year ended June 30, 2018.

Based on the above criteria, the component units of the City are the Corbin Library Board, Corbin
City Hall Public Corporation, the City of Corbin Tourist and Convention Commission and the Corbin
City Utilities Commission. Component units of the City, except the Corbin City Hall Public
Corporation, issue separately audited Component Unit Financial Statements (CUFS). Copies of
the CUFS may be obtained from the City Clerk at Corbin City Hall.

The Corbin City Hall Public Corporation is governed by a board that is substantially the same as
the City Commission, the Corbin City Hall Public Corporation and the City have a financial benefit
and burden relationship and management of the City has operational responsibility for the activities
of the Corbin City Hali Public Corporation. Although it is legally separate from the City, it is reported
as if it were part of the primary government. The activity of the Corbin City Hall Public Corporation
is blended with the City’s financial statements.

Related organizations not determined to be component units include the Corbin Industrial
Commission, Corbin City School City, and the Corbin Housing Authority. The reasons for their
exclusion are summarized below.

Corbin Industrial Commission

The board is approved by the mayor and City commissioners, but there is no significant continuing
relationship. The operation of the commission is the exclusive responsibility of the commission™
management and the City has no authority to interfere with these operations or choose
management. The commission is responsible for its own financial affairs, including the funding of
deficits, funding debt, and the disposition of surpluses.

Corbin Housing Authority/Corbin School City
Neither the housing authority nor the school City meets any of the criteria for oversight responsibility
from the City of Corbin.

All component units with the exception of City Hall Public Corporation issue separate audited
financial statements which can be obtained for the City Clerk at City of Corbin City Hall
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basic financial statements

In accordance with GASB Statement No. 34, Basic Financial Statements and Management's
Discussion and Analysis for State and Local Governments, the basic financial statements include
both government-wide and fund financial statements.

The government-wide financial statements (Statement of Net Position and Statement of Activities)
generally report on the City and its component units as a whole, excluding fiduciary activities.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, if any, which rely to a significant extent on
fees and charges for support. All activities, both governmental and business-type, are reported in
the government-wide financial statements using the economic resources measurement focus and
the accrual basis of accounting, which includes long-term assets and receivables as well as long-
term debt and obligations. The government-wide financial statements focus more on the
sustainability of the City as an entity and the change in aggregate financial position resulting from
the activities of the fiscal period. The separate component units have not been presented.

Generally, the effect of interfund activity has been removed from the government-wide financial
staiements. Net interfund activity and balances between governmental activities and business-
type activities are shown in the government-wide financial statements.

The government-wide Statement of Net Position reports all financial and capital resources of the
City (excluding fiduciary funds). It is displayed in a format of assets less liabilities equals net
position, with the assets and liabilities shown in order of their relative liquidity. Net position is
required to be displayed in three components: 1) Net investment in capital assets, 2) restricted, and
3) unrestricted. Net investment in capital assets is capital assets net of accumulated depreciation
and reduced by outstanding balances of any bonds, mortgages, notes or other borrowings or
related assets and liabilities that are attributable to the acquisition, construction, or improvement of
those assets. Restricted net assets are those with constraints placed on their use by either: 1)
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws
or regulations of other governments, or 2) imposed by law through constitutional provisions or
enabling legislation. All net assets not otherwise classified as restricted, are shown as unrestricted.
Generally, the City would first apply restricted resources when an expense is incurred for purposes
for which both restricted and unrestricted net assets are available.

The government-wide Statement of Activities presents a comparison between direct expenses and
program revenues for each function or program of the City's governmental activities. Direct
expenses are those that are specifically associated with a service, program, or function. The City
does not charge indirect expense to programs or functions. Interest on general long-term bonded
debt is not allocated to the various functions, and interest on capital leases may be allocated to
various functions. Program revenues include: 1) charges paid by the recipients of the goods,
services, or privileges offered by the program and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or program. Taxes,
unrestricted investment income and other revenues not identifiable with particular functions or
programs are included as general revenues. The general revenues support the net costs of the
functions and programs not covered by program revenues.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Also, part of the basic financial statements are fund financial statements for governmental funds,
and fiduciary funds, even though the latter are excluded from the government-wide financial
statements. The City does not have any proprietary funds. The focus of the fund financial
statements is on major funds, as defined by GASB Statement No. 34. Although this reporting
model sets forth minimum criteria for determination of major funds (a percentage of assets,
liabilities, revenues, or expenditures/expenses of fund category and of the governmental and
enterprise funds combined), it also gives governments the option of displaying other funds as major
funds.

The City reports the following governmental funds:

General Fund ~ The general fund is the City’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted for in
another fund. The activity of City Hall Public Corporation is blended with the general fund.
This is a major fund.

Corbin Arena Fund — The Arena fund accounts for all the activity of the Arena including debt
service. The Arena fund is considered a special revenue fund and major fund by the City.

ABC Fund — The ABC Fund accounts for alcohol regulatory fees and licenses revenue. All
revenue is transferred to the City's general fund as management determines the revenue has
been properly expensed. The City has mandated this to be a major fund.

Additionally, the City reports the following fund types:

Police and Firefighters’ Pension Fund — The pension funds account for assets held on behalf
of former City employees.

Agency Funds — The agency funds account for tax revenue held or transferred by the City
that is used to support the Corbin City School City and the Corbin Library City.

C. Measurement focus and basis of accounting

The governmental fund financial statements are prepared on a current financial resources
measurement focus and modified accrual basis of accounting. To conform to the modified accrual
basis of accounting, certain modifications must be made to the accrual method. These
modifications are outlined below:

A. Revenue is recorded when it becomes both measurable and available (received within
60 days after year-end). Revenue considered susceptible to accrual includes: property
taxes, licenses, fees and permits, intergovernmental revenues charges for services,
fines, forfeits and penalties, and interest.

B. Expenditures are recorded when the related liability is incurred. Principal and interest on
general long-term debt are recorded as fund liabilities when due or when amounts have
accumulated for payments to be made early in the following year.

C. Disbursements for the purchase of capital assets providing future benefits are considered
expenditures. Debt proceeds and cost are reported as other financing sources.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

With this measurement focus, operating statements present increases and decreases in net current
assets and unreserved fund balance as a measure of available resources.

This is the traditional basis of accounting for governmental funds and also is the manner in which
these funds are normally budgeted. This presentation is deemed most appropriate to; 1)
demonstrate legal and covenant compliance, 2) demonstrate the sources and uses of liquid
resources, and 3) demonstrate how the City’s actual revenues and expenditures conform fo the
annual budget. Since the governmental funds financial statements are presented on a different
basis than the governmental activities column of the government-wide financial statements,
reconciliation is provided immediately following each fund statement. These reconciliations briefly
explain the adjustments necessary to transform the fund financial statements into the governmental
activities column of the government-wide financial statements.

D. Cash and cash equivalents and investments

For purposes of the basic financial statements, the City considers cash and cash equivalents to be
all demand deposits, all certificates of deposit, and highly liquid, short-term security investments
that are readily convertible to known amounts of cash and mature within three months of the date
they are acquired. Deposits (cash and invesiments) are carried at cost which approximates market
value. The carrying amount of all deposits is separately displayed on the balance sheet depending
on the terms of the deposit. Restricted cash and investments are separately displayed on the
balance sheet.

The City of Corbin, Kentucky is authorized by state statute to investin:
1. Obligations of the United States and of its agencies and instrumentalities;

2. Bonds or certificates of indebtedness of this state and of its agencies and
Instrumentalities;

3. Shares of any savings and loan association insured by an agency of the government
of the United States up to the amount so insured;

4. Interest bearing deposits in nationally chartered or state banks chartered in Kentucky
and insured by an agency of the government of the United States up to the amount
so insured, and in large amounts provided such bank shall pledge as security
obligations of the United States government, its agencies and instrumentalities.
Investments are stated as cost or amortized cost, which approximates market.

E. Receivables

All trade receivables are shown net of an allowance for uncollectible accounts and estimated
refunds. As of June 30, 2018, the allowance for uncoliectible accounts for governmental activities
was $169,692 all related to the general fund. Grants are fully recognized as revenues when earned
because the City expects to collect the amount in full within 60 days of earning the revenue.

F. Prepaid expenses

Certain prepayments to vendors reflect cost applicable to future accounting periods and are
recorded as prepaid items in both government wide and fund financial statements.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G. Restricted assets

Certain grant proceeds, as well as funds set aside for the repayment of bonds or restricted by
enabling legisiation may be classified as restricted on the balance sheet and statement of net
assets, because they are maintained in separate bank accounts or their use is limited by applicable
grant agreements or debt covenants.

H. Capital assets

Under Governmental Accounting Standards Board Statement No, 34 (GASB-34), all capital assets,
whether owned by governmental activities or business-type aciivities, as applicabie, are recorded
and depreciated in the government-wide financial statements. No capital assets or depreciation
are shown in the governmental funds financial statements. The City generally considers assetis
with a cost of $5,000 and useful lives in excess of one year or more to be a depreciable capital
asset. Those presented as not depreciable include land and construction in progress.

At the implementation of GASB-34, the City was a Phase 3 government (governments with total
annual revenues of less than $10 million). Consequently, the City was not required by the
provisions of GASB-34 to report major infrastructure assets retroactively. The City chose not to
record infrastructure assets retroactively; however, as of July 1, 2003, all infrastructure asset
additions and disposals are reported by the City in their related categories.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assefs lives are not capitalized. Major improvements are capitalized and depreciated over
the remaining useful lives of the related capital assets. Major additions that are substantially a new
asset are capitalized over the useful lives of that asset category as determined by the City's
management.

Major outlays for capital assets and improvements are capitalized as the projects are constructed
and put into use. Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Buildings, structures and improvements 5 to 50 years
Improvements other than buildings 10 to 50 years
Machinery and equipment 3 to 20 years

Capital assets transferred between funds or functions are transferred at their net book value (cost
less accumulated depreciation), as of the date of fransfer.

L. Lease obligations

The City may have various assets under capital lease agreements. In the government-wide
financial statements, capital leases and the related iease obligations are reported as liabilities in
the governmental activities of the statement of net assets.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

J. Deferred outflows related to bond refunding

Due to the adopfion of GASB 63 and GASB 65 debt costs are no longer capitalized and amortized
over the period of a loan. However, the difference of the reacquisition price and the carrying value
of the old debt is capitalized and amortized over the shorter of the new or old debt remaining fife.
The amount is shown as a deferred outflow and amounted to $33,555 at June 30, 2018.

K. Unearned revenues

Unearned revenues arise in governmental funds when revenue does not meet both the
“measurable” and “available” criteria for recognition in the current period. Deferred revenue may
also arise, in both governmental and proprietary funds, when resources are received by the
government before it has a legal claim to them, as when grant monies are received prior to incurring
qualifying expenditures (unearned). In subsequent periods, when both revenue recognition criteria
are met, or when the government has a legal claim to the resources, revenue is recognized. The
City assumes all delinquent taxes to be uncollectible at the end of the year and does not present
accounts receivable or deferred revenue in connection with taxes receivable. However, the City
does attempt to collect all delinquent taxes.

L. Compensated absences

Compensated absences, vacation and sick pay, for all City employees are paid by the City's
general fund. It is the policy of the City to pay all accumulated vacation pay when an employee
retires or terminates. The current poriion of accrued and compensated absences is determined by
the City based on historical averages. Vested vacation and sick pay benefits are accrued when
incurred.

M. Pension plans

Fuli-time City employees are members of the State of Kentucky County Employees’ Retirement
System (CERS). The City’s policy is to fund all pension costs accrued; such costs to be funded
are determined annually as of June 30 of the prior fiscal year by the System'’s actuary. Former
employees are also members of the Police and Firefighters’ Pension Fund. The City funds the
Police and Firefighters’ Pension Fund through allocation of tax collections.

N. Postemployment Benefits Other Than OPEBs (OPEB)

For purposes of measuring the liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
County Employees Retirement System Non-Hazardous and Hazardous duty employees (CERS)
and additions tofdeductions from the net position has been determined on the same basis as they
are reported by the pension plans. For this purpose, benefit paymenis (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reporied at fair value, except for money market investments and
participating interest-earning investment contracts that have a maturity at the time of purchase of
one year or less, which are reported at cost.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
0. Fund balances:

The Board has elected to adopt GASB Statement Number 54, Fund Balance Reporting and
Governmental +und Type Definitions. This statement substantially changed the terminology used
to describe different component of the fund balance. Under this statement, the fund balance is
separated into five categories as follows:

Nonspendable: Funds permanently nonspendable by decree of doner, such as an endowment or
items which may not be used for another purpose, such as amounts used to prepay
future expenses or already purchased inventory on hand.

Restricted: Funds legally restricted under federal and state law, bond authority or grantor
contract,

Commiitted: Commitments passed by the Board for specific expenditures.

Assigned: Funds assigned to management pricrily including issued encumbrances.

Unassigned: Funds available for future operations

It is the Board’s practice to liquidate funds when conditions have been met releasing these funds
from legal, Board, or managerial obligations, using restricted funds first, followed by committed
funds, assigned funds, then unassigned funds.

The City does not use encumbrance accounting.
P. Budgets and Budgetary accounting

The City follows procedures pursuant to KRS 91A.030 in establishing the budgetary data reflected
in the financial statements as foliows:

1. F’rior to May 1 of each year, the Mayor submits to the Corbin City Commission a
proposed operating budget for the fiscal year commencing the following July 1. The
operating budget includes proposed expendifures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.
3. Prior to July 1, the budget is legally enacted through passage of an ordinance.

4. The City Manager is authorized to transfer budgeted amounts between categories
within each department; however, any revisions that alter the total expenditures of
any fund must be approved by the Corbin City Commission.

5. Formal budgetary integration is employed as a management control device during the
year for the general fund. Formal budgetary integration is not employed for debt
service funds because effective budgetary control is alternatively achieved through
general obligation bond indenture provisions. Operating transfers required for debt

service are accounted for in the budget of the City's general fund.
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NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

P. Budgets and Budgetary accounting (continued)

6. Budgets for governmental funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP). Actual expenditures may not exceed the
legally adopted budget for any given fund.

7. The budget for the fiscal year ending June 30, 2018 was amended during the year as in
accordance with the law. The amendment was approved in the same manner as the
original budget was adopted.

Q. Property taxes

- Delinquent property taxes attach as an enforceable lien on property as of January 1. Taxes are
levied on October 1, and are payable in full by December 31. The City bills and collects its own
property taxes. City property tax revenues are recorded as receivables and deferred revenue at
the time the tax levy is billed. Current year revenues recognized are those collected within the
current period, or soon enough thereafter to pay current liabilities, generally within sixty days after
the year-end. The City does not realize prior year delinquencies in the following year soon enough
to make them available to meet current year expenditures, and fully reserves the uncollecied
balance at year’'s end as uncollectible. Since the net is zero they are not presented on the financial
statements

R. Special projects

The City uses its General Fund, Arena Fund, and ABC Fund to account for all governmental activity.
In lieu of establishing a special revenue fund for capital projects, the City reflects acquisition and
construction activities financed by governmental grants as “special projects” within the general
fund. These may also include “flow through” projects for other organizations. The City generally
does not capitalize construction period interest in governmentai funds.

S. Use of estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of certain assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expendituresfexpenses during the reporting period. As such,
actual results could differ from those estimates.

S. Inventory

Inventory, if any, is reported at cost and pertains only to the Arena at the David L. Williams
Southeastern Kentucky Agriculture and Exposition Complex. The City’s primary government
indicated there was no inventory at June 30, 2018

23



NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 2 — CASH AND INVESTMENTS

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City's deposits
may not be returned fo it. As of June 30, 2018, the carrying amount of the City’s cash and cash
equivalents was $4,082,390 which includes cash held by City Hail Public Corporation but does not
include other component units. The bank balance was $4,022,866. The City also held $1,421,604
for the Corbin Police and Firefighters’ Pension Fund. Of the total cash balance, excluding petty
cash of $2,000 the entire amount was covered by federal depository insurance and/or collateral
agreements and collateral held by the pledging bank’s trust department in the City’s name. By
state statute, and City policy, the City may deposit funds in state and nationally chartered banks
which provide FDIC insurance and sufficient collateral to secure deposits in excess of FDIC
coverage. Cash equivalents are considered to be demand deposits, certificates of deposit and
highly liquid, short-term security investments that are readily convertible to known amounts of cash
and mature within three months of the date they are acquired. Of the total cash balance exclusive
of the Police & Firefighters' Pension Fund, $51,146 is considered restricted or committed. All
Pension Fund cash is considered resiricted. Restricted and commitied cash is restricted by grant
agreements, enabling legislation, or Commission action.

NOTE 3 - INVESTMENTS

City funds are considered to be public funds and, therefore, their investment is limited by statute to
cerigin obligations of the United States or similar government agencies, cash instruments, and
certain pooled investment funds as provided by KRS 66.480. At June 30, 2018, the City holds only
demand deposits and certificates of deposit considered to be cash equivalents. The City holds two
long term certificates of deposit in agency for the City of Corbin Police and Firefighters' Pension
Fund that do not bear material interest rate risk. Consequently, the City does not bear material
investment related credit risk or interest rate risk. The City has not adopted a formal investment
policy.

NOTE 4 — CONTINGENCIES
A. Pending and Threatened Litigation

A number of claims and suits are pending against the City for alleged damages to persons and/or
property and for other alleged liabilities arising out of matters usually incident to the operation of a
city such as Corbin. In the opinion of City management, the City has strong defenses against such
claims, and thus the ultimate loss, if any, relating to these claims and suits not covered by
insurance, will not materially affect the financial position of the City.

B. Short-term Line of Credit/ Short Term Loan

The City maintained a short-term lines of credit totaling $300,000 in amounts of $600,000, and
200,000 related to the general fund and $300,000 related to the Arena fund. The purpose of the
loans is to meet short-term commitments as needed. There was no balance on the two credit lines
related to the general fund at June 30, 2018. The total short-term borrowings, related to the Arena
fund, at June 30, 2018 are outiined beiow:

Balance Balance
July 1, 2017 Additions Deductions June 30, 2018
$ 285,345 $ 14,264 $ 299,609 $ -
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

D. Grants

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

NOTE 5 — CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2018 was as follows:

Balance Balance
Governmental activities June 30, 2017 Additions Dispositions  June 30, 2018
Land S 2,618,027 § 27,488 § - § 2,645,515
Buildings and improvments 47,705,550 - 47,705,550
Improvements
other than buildings 3,682,545 - - 3,682,545
Equipment 6,637,068 - 6,637,068
Other 530,117 377,753 - 907,870
Construction in progress 639,458 - 639,458 -
01,812,765 405,241 638,458 61,578,548
Less: Accumulated depreciaion
Buildings and improvements 15,727,925 899,764 - 16,627,689
Improvements
other than buildings 1,619,198 75,280 - 1,694,478
Equipment 6,780,490 332,846 - 7,113,336
Other 91,403 5,690 - 97,093
Total accumulated depreciation 24,219,016 1,313,580 - 25,532,596
Governmental activities, net
capital assets $ 38,657,094 & (908,339) $ 639,458 S 36,045,952

Construction in progress removed consisted of a pass through project by the City related to the
Industrial Commisision.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 5§ — CAPITAL ASSETS (continued)

Depreciation expense for governmental activities is charged to functions as follows:

General government $ 237,238
Police department 100,651
Fire department 53,321
Public works 41,678
Corbin recycling center 10,522
Parks and recreation 253,753
Downtown main street 13,503
Arena 602,914

$ 1,313,580

NOTE - 6 LONG-TERM LIABILITIES

A General Obligation Leases- David L. Williams Southeastern Kentucky Agriculture-
Exposition Complex (ARENA}

Refinancing Lease 2010- Arena and City Hall General Obligation Bonds

In November 2010, the City issued a Generai Obligation Capital Lease to refinance the City's 2000
General Obligation Bonds, and two previous Capital Leases associated with construction of the
David L. Williams Arena. The total refinancing amount was $6,975,000, which refinanced
$1,085,000 principal of the Series 2000 General Obligation Bonds and $5,682,215 on Arena capital
leases. in addition there was $207,785 in cost of issuance. The lease bears variable interest in
range from 4.2% to 5.2%. The debt service is split between the General Fund and the Corbin
Arena Fund on a pro rata basis. The bond maturities and interest as of June 30, 2018 are as
follows:

Year ending Principal Interest
June 30, Payment and Fees Total

2019 $ 426,250 $ 158,438 s 584,688
2020 438,167 144,584 583,751
2021 357,083 130,311 527,394
2022 336,250 117,062 453,312
2023 - 349,168 104,934 454,102
2024 361,250 92,087 453,337
2025 376,250 77,908 454,158
2026 391,250 62,858 454,108
2027 405,250 46,792 452,042
2028 423,333 29,526 452,859
2029 254,748 13,222 265,970

§ 4,159,999 $ 975,723 $ 5135722
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Refinancing Lease 2012 - Arena

During the year ended June 30, 2012 the City entered into a current refunding of two previously
refunded leases with a new capital lease based on bond series 2012A issued by the Kentucky
Bond Corporation. Proceeds from the debt were $4,550,000 which included $4,387,037 to
currently refund the existing lease and the balance to debt cost. The effective interest rate is 2.50%
and 4.25%. Future principal and anticipated interest rates as of June 30, 2018 are:

Year ending Principal Interest
June 30, Payment and Fees Total

2019 S 145,000 $ 152,637 $ 297,637
2020 147,083 147,924 295,007
2021 150,000 143,144 293,144
2022 154,167 138,112 292,279
2023 162,083 132,633 294,716
2024 167,083 126,672 293,755
2025 172,084 120,406 292,450
2026 177,083 113,589 290,672
2027 184,167 106,062 290,229
2028 192,083 98,236 290,319
2029 159,167 90,071 289,238
2030 209,167 81,607 290,774
2031 219,167 72,718 291,885
2032 227,083 63,403 250,486
2033 236,251 53,512 289,763
2034 249,167 42,881 292,048
2035 259,167 31,669 290,836
2036 271,250 20,006 291,256
2037 163,333 7,613 170,946

$ 3,684,585 , $ 1,742,895 $ 5,427,480
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Year ended June 30, 2018

"NOTE 6 — LONG-TERM LIABILITIES (Continued)
B. Capital Lease Obligations
Street Sweeper — Branch Banking and Trust

The City entered into a long-term non-cancelable lease with the Branch Banking and Trust
Company in the principal amount of $231,476 during the fiscal year ended June 30, 2015 for the
purchase of a street sweeper. The lease qualifies as a capital lease for accounting purposes as
defined und the Financial Accounting Standards Board Topic ASC 840, Leases and therefore has
been recorded at the present value of future minimum lease payments at the inception of the
leases. The City will pay annual payments including an amount representing interest of 2.310% to
Branch Banking and Trust Company, with the final payment due on August 6, 2020. The payments
will be made through the City’s general fund. The present value of lease payments at June 30,
2018 was $119,713. Minimum required rental payments under this capital lease, together with the
net present value of the minimum lease payments as of June 30, 2018 are:

Fiscal Year
Ended June 30, Amount

2019 41,758

2020 41,758

2021 41,756
125272

Less amount representing interest 5,559
Present value of minimum lease payments $ 119,713

Police Car Lease — Magnolia Leasing

The City entered into a long-term non-cancelable lease with the Magnolia leasing in the principal
amount of $156,976 during the fiscal year ended June 30, 2017 for the purchase of police cars.
The lease qualifies as a capital lease for accounting purposes as defined und the Financial
Accounting Standards Board Topic ASC 840, Leases and therefore has been recorded at the
present value of future minimum lease payments at the inception of the leases. The City will pay
annual payments including an amount representing interest of 4.9% to Magnolia Leasing with the
final payment due on November 1, 2019. The payments will be made through the City's general
fund. The present value of lease payments at June 30, 2018 was $75,012. Minimum required
rental payments under this capital lease, together with the net present value of the minimum lease
payments as of June 30, 2018 are:

Ended June 30, Amount
2019 41,175
2020 41,175
82,350
Less amount representing interest 7,338
Present value of minimum lease payments $ 75,012
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Changes in long-term liability for the year ended June 30, 2018 were as follows:

Balance Balance
June 30, 2017 Additicns Deductions June 30, 2018
KLC Refinancing Lease Series 2012 $ 3,826,669 $ - $ 142,084 $ 3,684,585
KLC Refinancing Lease Series 2010 4,571,244 - 411,245 4,158,999
Magnolia Police Car Lease 116,115 - 41,103 75,012
TCF Bank 19,878 - 19,878 -
Kansas State Bank - Recreation 8.414 - 8414 -
Branch Banking and Trust - Street Sweeper 157,813 - 38,100 119,713
Net pension liability County Employer Retirement 9,130,452 1,737,979 - 10,868,441
Net OPEB liability CERS - 3.912,169 - 3,912,169
Net pension liaiblity Police and FireFighters' Fund 5,235,262 - - 5,235,262
Accrued absences 109,059 6,515 102,544

$ 23,174,916 ¥ 5,650,148 $ 667,339 5 28,157,725

Capital assets under capital lease at June 30, 2018 consist of a street sweeper and police cars. In
addition, the Arena and related assets are under lease purchase agreements. The City's
management believes that all debt covenants are being complied with.

NOTE 7 — PENSION PLANS
A.  General Government Employees

The City has two pension plans. The City contributes to the Kentucky County Employees
Retirement System (CERS), which is a cost-sharing multiple-employer public employer retirement
system (PERS) administered by the Kentucky retirement system. All full-time employees are
eligible and must participate in the State PERS. The City participates in both the hazardous and
non-hazardous portion of the plan. The City also maintains the Police and Firefighters' Pension
Fund, which is closed to new participants.

The City's contribution to CERS for both hazardous duty and non-hazardous duty employees for
the years ended June 30, 2018, 2017, and 2016 was $843,005 $594,608, and 545,136,
respectively. The City's contribution to the Police and Firefighters’ Pension Plan for the years
ended June 30, 2018, 2017, and 2016 was $525,627, 479,558 and 495,905 respectively.

General information about the County Employees Retirement System Non-Hazardous and
Hazardous duty employees (“CERS")

Plan description—Employees covered by CERS, a cost-sharing multiple-employer defined benefit
pension plan administered by the Kentucky Retirement System, an agency of the Commonwealth
of Kentucky. Under the provisions of the Kentucky Revised Statute (‘KRS”) Section 61.645, the
Board of Trustees of the Kentucky Retirement System administers CERS and has the authority to
establish and amend benefit provisions. The Kentucky Retirement System issues a publicly
available financial report that includes financial statements and required suppiementary information
for CERS. That report may be obtained from http://kyret.ky.gov.

Funding Policy — Funding for the Plan is provided through payroll withholdings and matching City
contributions. For 2018 the City contributed 19.18% of non-hazardous duty employee total
compensation of which 14.48% was for pension and 4.70% was for medical insurance. The City
contributed 31.55% for hazardous duty employees of which 22.20% was for pensions and 9.35%
was for insurance
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 7 — PENSION PLANS (continued)

Benefits provided—CERS provides retirement, heaith insurance, death and disability benefits to
Plan employees and beneficiaries. Employees are vested in the plan after five years’ service. For

retirement purposes, employees are grouped into three tiers, based on hire date:

A. General Government Employees {continued)

Non-hazmrdous

Tier 1 Participation date Before September 1, 2008
Unreduced retirement 27 years service or 65 years old
Reduced retirement At least 5 years service and 55 years old
At least 25 years service and any age
Tier 2 Participation date September 1, 2008 - December 31,2013
Unreduced retirement At [east 5 years service and 65 years old
Or age 57+ and sum of service years plus age equal 87
Reduced retirement At least 10 years service and 60 years old
Tier 3 Participation date After December 31, 2013
Unreduced retirement At least 5 years service and 65 years old
Or age 57+ and sum of service years plus age equal 87
Reduced retirement Not available
Required contribution
Tier 1 5%
Tier 2 5% + 1% for insurance
Tier3 5% + 1% for insurance
Hazardous
Tier | Participation date Before September 1, 2008
Unreduced retirement 20 years service credit
Reduced retirement At least 15 years service credit and 50 years old
Tier 2 Participation date September 1,2008 - December 31,2013
Unreduced retirement 25 years service
Or age 60 and at least 60 months of service credit
Reduced retirement Age 50 or older with at least ! 80 months of service credit
Tier 3 Participation date After December 31, 2013
Unreduced retirement 25 years service
Or age 60 and at least 60 months of service credit
Reduced retirement Not available
Required contribution
Tier 1 8%
Tier 2 8% + 1% for insurance
Tier 3 8% + 1% for insurance

Cost of living adjustments are provided at the discretion of the General Assembly. Retirement is
based on a factor of the number of years' service and hire date multiplied by the average of the
highest five years’ earnings. Reduced benefits are based on factors of both of these components.
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NOTE 7 — PENSION PLANS (Continued)

Participating employees become eligible to receive the health insurance benefit after at least 180
months of service. Death benefits are provided for both death after retirement and death prior to
retirement. Death benefits after retirement are $5,000 in lump sum. Five years’ service is required
for death benefits prior to retirement and the employee must have suffered a duty-related death.
The decedent’s beneficiary will receive the higher of the normal death benefit and $10,000 plus
25% of the decedent's monthly final rate of pay and any dependent child will receive 10% of the
decedent’s monthiy final rate of pay up to 40% for all dependent children. Five years’ service is
required for nonservice-related disability benefits.

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

At June 30, 2018, the City reported a liability for its proportionate share of the net pension liability
for CERS. The amount recognized by the City as its proportionate share of the net pension liability,
and the total portion of the net pension liability that was associated with the City were as follows:

City's proportionate share of the CERS net pension liability non- hazardous  § 3,981,829
City's proportionate share of the CERS net pension liability hazardous 6,886,612
§ 10,868,441

The net pension liability for each plan was measured as of June 30, 2017, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
that date.

The City's proportion of the net pension liability for CERS was based on the actual liability of the
employees and former employees relative to the total liability of the System as determined by the
actuary. At June 30, 2018, the City's proportion was 0.06802% of non-hazardous and 0.3078% of
hazardous.

For the year ended June 30, 2018, the City recognized pension expense of $1,703,014 related to
CERS hazardous and non-hazardous. At June 30, 2018, the City reported deferred outflows of
resources and deferred inflows of resources related to CERS pensions from the following sources:

See Table Next Page
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NOTE 7 — PENSION PLANS {Continued)

Deferred Deferred
QOutfiows of Inflows of
Resources Rescurces
Differences between expected and actual
experience $ 257,532 5 101,076
Changes of assumptions 2,108,477 -
Net difference between projected and actual
earnings on pension plan investments 767,062 657,631
Changes in proportion and differences
between District contributions and proportionate
share of contrbutions 253,458 552,096
City contributions subsequent to the
measurement date 609,707 -
Total . $ 3.996.236 $ 1,310,803

The $609,707 is classified as deferred outflows of resources related to pensions resulting from City
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended June 30, 2018. Other amounts reported as deferred outflows of
resources and deferred inflows related to pensions will be recognized in pension expense as
follows:

Year ended June 30:
2019 $ 943,625
2020 892,818
2021 365,554
2022 (126,272)

$ 2075725

Actuarial assumptions—The total pension liability in the June 30, 2017 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

CERS

Inflation 3.25%

Projected salary increases 4.00%
Investment rate of return, net of

investment expense & inflation 6.25%
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NOTE 7 — PENSION PLANS (Continued)

For CERS, mortality rates for the period after service retirement are according to the 1983 Group
Annuity Mortality Table for all retired employees and beneficiaries as of June 30, 2006 and the
1994 Group Annuity Mortality Table for all other employees. The Group Annuity Mortality Table set
forward five years is used for the period after disability retirement.

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

Discount rate—For CERS, the discount rate used to measure the total pension liability was 6.25%.
The projection of cash flows used to determine the discount rate assumed that contributions from
plan employees and employers will be made at statutory contribution rates. Projected inflows from
investment earnings were calculated using the long-term assumed investment return of 6.25%. The
long-term investment rate of return was appiied to all periods of projected benefit payments to
determine the total pension liability.

Sensitivity of CERS proportionate share of net pension liability to changes in the discount rate—
The following table presents the net pension liability of the City, calculated using the discount
rates selected by each pension system, as well as what the City’s net pension liability would be if
it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point
higher than the current raie

Current
1% Decrease Discount Rate 1% Increase
CERS Non-hazardous 5.25% 6.25% 7.25%
City's proportionate share
of net pention liability $ 5,021,948 $ 3,981,829 $ 3,111,778
CERS Hazardous 5.25% 6.25% 7.25%
City's proportionate share
of net pention liability $ 8,658,667 $ 6,886,612 $ 5,423,153
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NOTE 7 — PENSION PLANS (Continued)

Pension plan fiduciary net position—Detailed information about the pension plan’s fiduciary net
position is available in the separately issued financial reports of both CERS.

B. Police and Firefighters’ Pension Fund

The City contributes to a defined benefit plan, the Corbin Police and Firefighters’ Fund, which is a
single-employer pension employee retirement system (PERS). It is the responsibility of the Corbin
PERS to function as an investment and administrative agent for the City of Corbin with respect to
the pension plan. The plan is included in the accompanying financial statements as a pension
fund.

General Information about the Police and Firemen’ Pension Plan

Plan Description - Based on state statutes, all full-time employees must participate in city or
municipality pension plans. Under the provisions of the City’s pension plan, pension benefits vest
after twenty years of full-time employment. An employee may retire after twenty years of service
and receive annual pension benefits equal to on-half of the employee’s salary, including incentive
pay, earned during the last year of employment. Also, the pension plan provides for death and
disability benefits. All pension, death, and disability benefits are determined by state statutes. The
Fund is closed to new participants, and there are no active employees in the plan.

The Plan uses the accrual basis of accounting. Investment income is recognized when incurred
and contributions are recognized when due. Benefits and refunds are recognized when due and
payable under the terms of the Plan. The Plan does not issue stand-alone financial statements;
however, it is presented in the City's financial statements as the Pension Fund. Two investments
represented more than 5% of the net assets available for benefits. Long term certificates of deposit
in the amounts of $103,663 and $393,217 represented 7.23% and 27.44% of total holdings
respectively.

The remaining assets are held in an interest bearing checking account and interest receivable. The
checking account represents 65.33% of total holdings. The cost of administering the plan is
financed by the Pension Fund. There are no related party transactions. According to KRS 85.629,
if there are insufficient funds, the City will be held responsible for the monthly payment of the
pensions after the entire proceeds of the pension fund have been transferred to the general fund
of the City. Required contributions are determined by actuarial valuation report but must be
approved by the City Commission.

Funding Policy - City contributions are determined by City ordinance and for the year ended June
30, 2018 are 28% of all property taxes collected by the City. Historically the funding policy has
been less than the actuarially determined contribution requirement, resuilting in a net pension
obligation; however, in recent years, contributions have exceeded benefits paid. Membership in
the plan as of the actuarial valuation date is thirty participants. The population is made up of retired
or terminated participants with deferred vested accounts. There are no employee contributions.

Benefits provided — The Police and Firefighters’ Pension Fund provides retirement, and death and
disability benefits to Plan participants and beneficiaries. There are no active employees in the Pian
and the Plan is closed to new participants. As of the valuation date of July1, 2015, there were 12
retired employees and 9 beneficiaries in the Plan. All participants in the plan are fully vested.
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NOTE 7 — PENSION PLANS (Continued)

B. Police and Firefighters’ Pension Fund (continued)

To be eligible for the Plan, Police and Firefighter’s must have been hired prior to the CERS enter
date. Retirement is available after 20 years of service and the retirement income is 50% of the final
salary plus 2% of the final salary per year of service between 20 and 25 years and 3% of the final
salary of service between 25 and 30 years. Upon death a spouse is entities to immediate income
equal to the member’s last rate of pay regardiess the length of the employee’s service is death is
due to occupational causes otherwise one year of service is required. Death benefits cease if the
spouse remarries. In addition $24 is payable to the spouse for each minor child until the child
reaches the age eighteen. Dependent parents may be entitled to 25% of the member’s salary if
neither a spouse nor a minor child survives. Disability benefits are based on 50% of the final rate
of pay and upon death the survivors receive benefits under the death benefit provisions. Funeral
benefits are limited to $100. Cost of living adjustments are provided at the discretion of the Pension
Board based on the consumer price index but may not exceed 5% in any given year. There are no
required contributions by members. The Plan does not offer any health insurance to a member.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to the Police and Firefighter's Pension Plan.

At June 30 2018 the City reported $5,235,262 as the net pension liability off the Police and
Firefighters’ Pension Plan. The City is 100% liable for the amount.

The net pension liability for the Plan was measured as of July 1, 2015 presumed to equal to June
30, 2015. The amount was determined by actuarial valuation as of that date. The City has not
updated the liability amount or performed another actuarial study for June 30, 2016 or June 30,
2017 but did perform an actuarial study dated July 1, 2018, and the City management recognizes
that the pension liability could be overstated or understated but does not believe the amount to be
material. '

For the year ended June 30, 2018, the City did not recognize pension expense related to the Police
and Firefighter's Pension Plan beyond fiduciary benefits paid. There was no change in the net
pension liability from June 30, 2017 to June 30, 2018 due to lack of an actuarial study.

No deferred outflows of resources or deferred inflows of resources were calculated by the actuary
based on differences between actual and expected experience, changes of assumption, net
difference between projected and actual earnings on pension investments, and there were no
changes in proportions.

Actuarial assumption — Inflation is assumed to be 3% for purpose of valuation and investment rate
of return is assumed to be 2%. There is no assumption for salary increases since there are no
longer any active employees in the plan.

Mortality rates are based on the RP-2000 Mortality Table projected to 2015 without collar
adjustment (separate tabies for Male and Female lives).

Discount Rate — No discount rate was used to measure the total pension liability as there are no
employee contributions and no statutorily required City contributions. However, the City does make
annual contributions.
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NOTE 7 — PENISON PLANS (Continued)
B. Police and Firefighters’ Pension Fund (continued)

Sensitivity of the Net Pension Liability to change in the discount rate - Normally the City would calculate the
Pension Liability based on a discount rate of 1% over and 1% under that used in order to demonstrate the
sensitivity of the contributions. However, since there are no employee contributions and no statutorily
required contributions, this has not been presented.

Pension plan fiduciary net position — Detailed information about the pension plan’s fiduciary net position is
available from the City of Corbin and presented in the fiduciary portion of this report.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS - CERS

Plan Description- The City contributes to the County Employees Retirement System (CERS), which is a cost-
sharing multiple-employer defined benefit pension / OPEB plan administered by Kentucky Retirement
Systems (KRS) that covers members employed in positions of each participating county, city, and school
board, and any additional eligible local agencies electing to participate in CERS. Kentucky Revised Statute
Section 61.645 assigns the authority to establish and amend benefit provisions to the Board of Trustees of
Kentucky Retirement Systems (Board). KRS issues a publicly available financial report that can be obtained
at www .Kyret.ky.gov.

Benefits Provided- CERS provides for retirement, disability, and death benefits to system members through
its Pension Fund, as weli as other postemployment benefits {OPEB) for hospital and medical insurance
through its Insurance Fund.

Retirement benefits may be extended to beneficiaries of members under certain circumstances. Retirement
benefits are determined using a formula which considers the member's final compensation; benefit factors
set by statute which vary depending upon the type / amount of service, participation date, and retirement
date; and years of service. Plan members with a participation date prior {o September 1, 2008, are eligible
to retire with full benefits at any time with 27 or more years of service credit, or at age 65 with at least 4 years
of service credit. Plan members with a participation date on or afier September 1, 2008, are eligible to retire
with full benefits at age 57 if the member's age and years of service equal 87, or at age 65 with at least 5
years of service credit.

At June 30, 2018, the City reported deferred outfiows of resources and deferred inflows of resources related
to the CERS OPEB from the following sources:

See table next page
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS ~ CERS (continued)

OPEB-CERS
Deferred Deferred
Qutflows of Inflows of
Resources Resources
Differences between expected and
actual experience $ - $ 9,728
Changes of assumptions 1,236,170 -

Net difference between projected

and actual earning on plan

investments - 224,283
Changes in proportion and

differences between

contributions and proportionate

share of contributions ' - 3,680
District contribution subsequent to
the measurement date 234,199 -
Total $ 1,470,369 $ 237,691

Of the total amount reported as deferred outflows of resources related to the MIP OPEB, resuiting from City
contributions subsequent to the measurement date and before the end of the fiscal year will be included as
a reduction of the collective net MIP OPEB liability in the year ended June 30, 2019. Other amounts reported
as deferred outflows of resources and deferred inflows of rescurces related to MIP OPEB will be recognized
in the City's MIP OPEB expense as follows:

Year ended June 30,
2019 $ 262,289
2020 $ 262,289
2021 $ 262,269
2022 $ 141,162
2023 $ 55,039
Therafter $ 15,431
$ 998479

Other postemployment benefits provided by CERS consist of prescribed contributions for whole or partial
payments of required premiums to purchase hospital and medical insurance.

Liabilities, Expense. Deferred Ouiffows of Resources, and Deferred Inflows of Resources Related fo
Pensions and OPEB- The net pension and OPEB liabilities reported as of June 30, 2018, were measured as
of June 30, 2017, and the iotal pension and OPEB liabilities used to calculate the net pension liability was
determined by an actuarial valuation as of June 30, 2017. The City's proportion of the liabilities was based
on a projection of the City's long-term share of contributions to the plan relative to the

37



CITY OF CORBIN, KENTUCKY

NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS — CERS (continued)

projected contributions of all participating entities, actuarially determined. The discount rate of 6.25% used
to measure the total pension liability was based on the expected rate of return on pension plan investments.
The discount rate of 5.84% and 5.96% (non-hazardous and hazardous respectively) used to measure the
total OPEB. liability was based on the expected rate of return on OPEB plan investments of 6.25% and a
municipal bond rate of 3.56%, as reported in Fidelity Index's "20-Year Municipal GO AA Index" as of June
30, 2017.

The following table presents the City's proportionate share of the collective net MIP OPEB liability for both
nonhazardous and hazardous duty employees, calculated using the discount rate of 5.84% and 5.96%
respectively. as well as what the City's proportionate share of the collective net MIP OPEB liability would be
if it were calculated using a discount rate that is 1-percentage-point lower (4.84% NHZ and 4.96% HZ) or 1-
percentage-point higher (6.84% NHZ and 6.96% HZ)}than the current rate.

Current
1% decrease discountrate 1% increase
District's Net OPEB liability 4.84% 5.84% 6.84%
Non-Hazardous duty $1,740,164 $ 1,367,575 $1,057,523

1% decrease discountrate 1% increase
4.96% 5.96% 6.96%
Hazardous duty $3,410,105 $ 2,544,594 $1,836,464

The projection of cash flows used to determine the discount rates is based on the assumption that each
participating employer in CERS will contribute the actuarially determined contribution rates, which are
determined using a closed funding period (26 years as of June 30, 2017), as well as the actuarial assumptions
and methods adopted by the KRS Board of Trustees. Current assets, future contributions, and investment
earnings are projected to be sufficient to pay the projected benefit payments from the system.

Sensitivity of the District’s Proportionate Share of the Net OPEB Liability fo Changes in the Healthcare Cost
Trend Rates- The following presents the City's proportionate share of the net OPEB liability, as well as what
the City's proportionate share of the net OPB liability would be if it were calculated using heaithcare cost
trend rates that are 1-percentage-point lower or 1-percentage-point higher than the current rate:

City's Proportionate City's Proportionate
Share of Net OPER Share of Net OPEB
Liability Non-Hazardous Liability Hazardous
1% decrease $ 1,049,001 § 1,801,279
Current healthcare cost
trend rate % 1.367,575 $& 2,544,594
1% increase $ 1,781,704 & 3,464,560
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS — CERS (continued)

Plan Fiduciary Net Position- Detailed information about the CERS fiduciary net position is available in the
separately issued Kentucky Retirement Systems Comprehensive Annual Financial Report.

Payables to the Pension | OPEB Plans- The City reported the following payables for the outstanding amount
of pension/OPEB contributions due to CERS for the year ended June 30, 2018.

Pension OPEB
$ - $ -

NOTE - 9 LEASES

The City receives rental income principally for real property from various agencies. Future
minimum rental commitments under these leases are insignificant. Rental income from these
sources totaled approximately $204,193 for the year ended June 30, 2018.

NOTE — 10 MUNICIPAL AID FUNDS

The City receives municipal aid funding from the State of Kentucky. These funds are restricted for
the specific purposes and may be shown in a separate fund; however, the City chooses to account
for Municipal Aid through its general fund. Municipal Aid funds received for the year amounted to
$117,022.

NOTE - 11 LOCAL GOVERNMENT ECONOMIC ASSISTANCE

The City receives LGEA funding from the State of Kentucky. The funds are restricted for specific
purposes, and, the City chooses to account for LGEA revenues and expenditures through its
general fund. Local Government Economic Assistance funds received for the year amounted to
$32,524

NOTE - 12 RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. To obtain
insurance for workers' compensation, errors and omissions, and general liability coverage, the City
participates in the Kentucky League of Cities Insurance Services. The City pays an annual
premium to each fund for coverage. Workers' Compensation premiums are based on premium
rates established by such fund in conjunction with the excess insurance carrier, subject to claims
experience modifications.

In accordance with KRS 65.067, the City bonds officials or employees who handle public funds in
an amount covering the maximum amount they may have under their control at any given time.
This statute applies to all officers, officials, and employees of all local governments who handle
public funds in an execution of their duties. In order to comply with the regulation, the City
purchases insurance bonds through various agencies.
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CITY OF CORBIN, KENTUCKY

NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE - 12 RISK MANAGEMENT (continued)

There has been no reduction in insurance coverage from the previous year in any of the City’s
policies. In addition, there have been no settlements in excess of the City’s coverage in the past
three years.

NOTE - 13 NONSPENDABLE FUND BALANCE

At June 30, 2018, the City of Corbin had $729 in nonspendable fund balances representing prepaid
insurance in the same amount.

NOTE — 14 RESTRICTED FUND BALANCE

Restricted net assets are those with constraints placed on their use by either. 1) externally imposed
by creditors (such as through debt covenants), or 2) imposed by law through constitutional
provisions or enabling legislation. All fund balances not otherwise classified as restricted,
committed, or assigned are shown as unrestricted. Restricted assets included $5,951

In general governmental funds, and $58,432 in restricted ABC funding at June 30, 2018.

NOTE - 15 COMMITTED FUND BALANCE

Committed net assets are those with constraints placed on their use by the governing body of the
City. Committed net assets included $15,101 set aside in the Tourism Lighting Account, and $7,426
in the Police and Fire Special Operations Account at June 30, 2018,

NOTE - 16 ALCOHOL REGULATORY FEES

The City recognized approximately $532,967 in alcohol regulatory and license fee revenue during the
year ended June 30, 2018. According to KRS 243.075 the license fee must be estimated to fully
reimburse the City for the estimated costs of any additional policing, regulatory, or administrative
expenses related to the sale of alcohol in the City. The regulatory fees cannot be used for generat
expenses. The City management believes that all revenue has been expended in accordance with
Kentucky law.

NOTE - 17 CHANGE IN ACCOUNTING PRINCIPLE AND RELATED CHANGES TO CERTAIN
BEGINNING BALANCES.

Effective July 1, 2017, the City was required to adopt Governmental Accounting Standards Board
(GASB) Statement number 75, "Accounting and Financial Reporting for Postemployment benefits
other than Pension. GASB 75 replaced the requirements of GASB 45 “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions.” GASB 75 requires
that certain disclosures and required supplementary information regarding post employment
benefits for employees be included in the financial statements.

GASB 75 required retrospective application. Since the City only presents on year of financial
information, the beginning OPEB liability was adjusted to reflect the retrospective application. The
adjustment restated in a $2,370,461 reduction to the beginning net position of the Governmental
Activities.
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CITY OF CORBIN, KENTUCKY

NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
Year ended June 30, 2018

NOTE - 18 SUBSEQUENT EVENTS

The City's management has evaluated subsequent events through November 29, 2018, the date
which the financial states were available to be issued. Management has noted ho issues that affect
the current financial statements.
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CITY OF CORBIN, KENTUCKY

STATEMENT CF REVENUES, EXPENDITURES, AND CHANGES N FUND BALANCES

BUDGET AND ACTUAL
GENERAL FUND
Year Ended June 30, 2018

REVENUES

EXPENDITURES
General government
Police department
Fire department
Public works
Recycling center
Building inspection
Parks and recreation
Special projects
Downtown main street
Arena

Total expenditures

OTHER FINANCING SOURCES
Proceeds from debt

Total other financing sources

OTHER FINANCING USES
Transfer inf(out)
Bonded debt service

Total other financing sources
Net Change in Fund Balance
Fund balance, July 1, 2017

Fund balance June 30, 2018

See accompanying notes.

General Fund

Original Final Over (Under)
Budget Budget Actual Budget

$ 9,082,156 § 9,600,783 3 8536446 $ (1,014,337)
854,754 854,764 848,004 {6.760)
2,871,587 2,871,587 2,169,963 (701,624)
1,528,200 1,528,200 1,437,096 (91,104)
1,743,776 1,913,750 1,852,405 (61,345)
400,994 400,994 400,703 (291)
100,025 100,025 98,912 (1,113)
678,465 687,069 696,238 9,169
581,355 581,355 206,538 (374,817)
200,000 137,366 137,014 (352)

- 400,673 692,351 201,678
8,957,156 9,475,783 8,539,224 (936,559)

- - 525,032 525,032

{125,000) (125,000) {124,183) (817)
{125,000} _{125,000) 400,849 {525,849)

- - 448,071 448,071

6,169,877 6,169,877 6,169,877 -

$ 6169877 $ 6169877 $ 6617948 $ 448,071
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CITY OF CORBIN, KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL
ARENA FUND
Year Ended June 30, 2013

REVENUES

EXPENDITURES
Arena

Total expenditures

QOTHER FINANCING SOURCES
Proceeds from debt

Total other financing sources

OTHER FINANCING USES
Transfer in/(out)
Bonded debt service

Total other financing sources

Net Change in Fund Balance

Fund balance, July 1, 2017

Fund balance June 30, 2018

See accompanying notes.

Arena Fund
Original Final Over (Under)
Budget Budget Actual Budget
$ 1567,900 % 3,232,738 2,355,335 § (877.403)
1,567,800 3,232,738 1,987,724  (1,245,014)
1,567,900 3,232,738 1,987,724 {1,245,014)

- - 692,351 692,351
- - (746,571) 746,571
- - (54,220) 54,220
- - 313,391 367,611
(2,085,581) _ (2,085,581) _ (2,085,581) -

$ (2,085,581) $ (2,085581) $ (1.772,190) § 367,611
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY
County Employees Retirement Systemn (Non Hazardous)

June 30, 2018
City's proporticnate share of the net Pian fiduciary net positicn as
City's proportion of City's proportionate share of City's coverad-employee pension liability (asset) as a percentage of a percentage of the total
net pension liability (asset) the net pension liability {asset) payroll its covered-employee payroll pension liability
2018 0.07% $3,981,829 $ 1,540,402 258.49% 53.30%
2017 0.07% $3,386,273 3 16858635 204.16% 55.50%
2016 0.07% $2,992,950 $ 1,633,089 183.27% 58.97%
2015 0.07% $2,355,000 $ 1,657,600 142.07% 66.80%

The amounts presented for each fiscal year were determined as of 6/30,

This schedule is presented to illustrate the requirement to show information for 10 years. More information wilt be added as it becomes available.

See accompanying notes.
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CITY OF CORBIN, KENTUCKY
SCHEDULE OF PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY
County Employees Retirement System (Hazardous)

June 30, 2018
City's proportionate share of the net Plan fiduciary net position as
City's proportion of City's proportionate share of City's covered-employee pension liability {asset) as a percentage of a percentage of the total
net pension liability {asset) the net pension liability (asset) payroll its covered-employee payroll pension liability
2018 0.31% $6,886,612 $ 1,804,922 363.42% 53.30%
2017 0.33% $5,744,189 $ 1,719,485 334.06% 55.50%
2016 0.29% $4,387 259 $ 1,689,510 259.68% 59,97%
2018 0.33% $3,086,000 $ 1,743,520 228.62% 66.80%

The amounts presented for each fiscal year were determined as of 6/30.

This schedule is presented to illustrate the requirement to show information for 10 years. More information will be added as it becomes available.

See accompanying notes.
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF CONTRIBUTIONS
County Employees Retirement System (Non Hazardous)
Year ended June 30, 2018

Contractually required Contribulions in relation to
conlribution contractually required contributiony
2018 $222,598 $222,908
2017 $231,379 $231,379
2016 $202,825 $202,825
2015 $211,344 $211,344
- The amounts presented for each fiscal year were determinec as of 6/30.

Contribution deficiency (excess)

District's covered-employee

Contributions as a percentage

This schedule is presented to illustrate the requirement to show information for 10 years. More informalion will be added as it becames availabie,

See accompanying notes.

payroll of covered-employes payroli**
5 - $ 1,540,042 14.48%
s - $ 1,656,635 13.95%
s - $ 1,633,089 12.42%
s - $ 1,657,600 12.75%
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF CONTRIBUTIONS
County Employees Retirement System (Hazardous)

Year ended June 30, 2018
Cantractuwally required Contributions n relation to District's covered-employea Contrizidions as a percentage
contrbution contractually reguired contribution Contribulion deficiency (excess) payroli* of covered-amployes payroll
2013 $416,883 § 416,883 $ - $1,894,922 22.20%
2017 $373,300 § 373300 s - §1,719.485 21.71%
2018 $342,311 $ 342,311 5 - $1,689,510 20.26%
2015 $561,522 $ 3581432 s - $1.743,520 20.73%

The amaunts presented for each fiscal year were determined as of 6/30.

This sthedule is presentad fo ilusirate the requirement to show infarmation fer 10 years. More infermation will be adced as it becomes available.

See accompanying notes.
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF PROPORTIONATE SHARE QF THE

NET OPEB LIABILITY

County Employees Retirement System (Non Hazardous)
June 30, 2018

City's proportionate share of the net

Ptan fiduciary net position as

City's proportion of City's proportionate share of City's covered-employee pension liability (assel) as a percentage of a percentage of the total
net pension liability (asset) the net pension liability (asset) payroll its covered-employee payroll pension liability
2018 0.07% $1,367,575 % 1,540,402 88.78% 81.10%
> The amounts presented for each fiscal year were determined as of 6/30.

This schedule is presented to #lustrate the requirement to show information for 10 years. More information will be added as it becomes available.

See accompanying notes.
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CITY OF CORBIN, KENTUCKY
SCHEDULE OF PROPORTIONATE SHARE OF THE

NET OPEB LIABILITY

County Employees Retirement System (Hazardous)

June 30, 2018

City's proportionate share of the net Plan fiduciary net position as
City's proportion of City's proportionate share of City's covered-employee pension liability (asset) as a percentage of a percentage of the total
net pension liability (asset) the net pension liabifity (assef) payrell its covered-employee payrofl pension liability
2018 0.31% 52,544,594 § 1,894,922 134.28% 81.10%
- The amounts presented for each fiscal year were determined as of 6/30.

This schedule is presented to illustrate the requirement {o show information for 10 years. More information wili be added as it becomes available.

See accompanying notes.
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF CONTRIBUTIONS QPEB
Ceunty Employees Retirement System (Non Hazardous)

Year ended June 30, 2018
Centractually required Contributions in relation to City's covered-employee Confributions as a percentage
contribulion contractually required contribution Contribution deficiency (excess) payroll of caverac-emplayea payrall®
FORE] $ 72,382 5 72,382 5 - $ 1,540,042

The amounts presented for each fiscal year were determined as of 6/30.

This schedule is presented to iflustrate the requirement to show information far 10 years. More informalion will be added as it becomes available.

Ses accompanying noles.

470%
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF CONTRIBUTIONS - OPEB
County Employees Retirement System (Hazardous}
Year ended June 30, 2018

Contractually required Conlributions in retation to
contribution contractually required contribution Contibution deficiency (excass)
2012 §177,175 $ 177175 $ -

. The amounts presented for each fiscal year were determined as of 6/30.
e Pansion only. .

This schedule is presented o illustrate the requirement lo show information for 1G years. More information wil be added as it becomes availabla.

See accompanying notes.

City's covared-employea
payroll

Cantributions as a percentage
of covered.amployee payrall**

31,894,922

9.35%
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY

Police and Firefighters' Pension Fund

June 30, 2018

City's proportion of City's proporfionate share of City's coverad-employee
nel pension liability (asset) the net pension liability (asset) payrofl
2018 100.00% $6,235,262 s -
2017 100.00% §5,235,262 5 -
2016 100.00% $5,235,262 s -

The amounts presented for each fiscal year ware determined as of 6/30.

This schadule is preserted o flustrate the requiremant to show informaltfon fer 10 years. More information will be added as it becsmes available.

See accompanying notes.

City's proportionate share of the nat
pensian liability {asset) as a percentage of
its covered-employee payroll

N/A
NFA
NIA

Plan fiduciary net position as
a percantage of the tolal
pansion jiabilit

27.20%
23.10%
20 00%
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CITY OF CORBIN, KENTUCKY

SCHEDULE OF CONTRIBUTIONS
Police and Firefighters' Pension Fund
Year ended June 30, 2018

Conlractually required Contribulions in refation to City's cavered-employee Contribuions as a percentage
conlibution contractually required conlripution Contributian deficiency (excess} payral** of coverad-employee payrall
2018 5525960 5 525,960 $ - H - NA
207 $482,850 $482,850 8 - s - NA
2018 $495,095 $495,095 H - ] - NA
- The amaounts prasented for each fiscal year were determined as of 8/30.
- The planis closad and there is no covered payroll.

This schedule is presented to ifustrate the requirement o show infermation for 10 years. Mora information will be added as & becomes available.

See accompanying notes.



CITY OF CORBIN, KENTUCKY

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGET
Year ended June 30, 2018

Note A - Budgets and Budgetary accounting

The City follows procedures pursuant to KRS 81A.030 in establishing the budgetary data reflected in the
financial statements as follows:

1.

Prior to May 1 of each year, the Mayor submits to the Corbin City Commission a proposed
operating budget for the fiscal year commencing the following July 1. The operating budget
includes proposed expenditures and the means of financing them.

Public hearings are conducted to obtain taxpayer comments.
Prior to July 1, the budget is legally enacted through passage of an ordinance.

The City Manager is authorized to transfer budgeted amounts between categories within each
department, however, any revisions that aiter the total expenditures of any fund must be approved
by the Corbin City Commission.

Formal budgetary integration is employed as a management control device during the

year for the general fund. Formal budgetary integration is not employed for debt service funds
because effective budgetary control is alternatively achieved through general obligation bond
indenture provisions. Operating transfers required for debt service are accounted for in the budget
of the City's general fund.

Budgets for governmental funds are adopted on a basis consistent with generally accepted
accounting principles (GAAP). Actual expenditures may not exceed the legally adopted budget
for any given fund.

The budget for the fiscal year ending June 30, 2018 was amended during the year as allowed by
law. The amendment was approved in the same manner as the original budget was adopted.
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CITY OF CORBIN, KENTUCKY

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION PENSION AND
OPEB

County Employees Retirement System
June 30, 2018

Changes of Benefit Terms

None.

Changes of Assumptions

The assumed investment return for pension was changed from 7.50% to 6.25%

The price inflation assumption was changed from 3.25% to 2.30%, which also resulted in
a 0.95% decrease in the salary increase assumption at all years of service.

The payroll growth assumption (applicable for the amortization of unfunded actuarial accrued
liabilities) was changed from 4.00% to 2.00%.

For the Non-Hazardous OPEB Plan, the single discount rate changed from 6.89% to 5.84%. For
the Hazardous OPEB Plan, the single discount rate changed from 7.37% to 5.96%.

The mortality table used for active members is RP-2000 Combined Mortality Table projected with
Scale BB to 2013 {multiplied by 50% for males and 30% for females).

For healthy retired members and beneficiaries, the mortality table used is the RP-2000 Combined
Mortality Table projected with Scale BB to 2013 (set back one year for femaies). For disabled
members, the RP-2000 Combined Disabled Mortality Table projected with Scale BE to 2013 (set
back four years for males) is used for the period after disability retirement. There is some margin
in the current mortality tables for possibie future improvement in morality rates and that margin
will be reviewed again when the next experience investigation is conducted.

The assumed rates of Retirement, Withdrawal and Disability were updated to more accurately
reflect experience.

Other

There were no changes in the City of Corbin Police and Firefighter's Pension Plan.
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A
Cloyd & Associates, PSC
Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Independent Auditor's Report

Mayor and Commissioners
City of Corbin
Corbin, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States
of America, the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City of
Corbin, Kentucky, as of and for the year ended June 30, 2018, and the related notes to the financial
statements, which collectively comprise City of Corbin, Kentucky's basic financial statements, and
have issued our report thereon dated November 29, 2018. We did not audit the City Utility
Commission or the Corbin Library District, which are component units of the City of Corbin,
Kentucky. Those units were audited in whole by other auditors. Consequently, this report does
not relate to those audited financial statements.

Internal Control over Financial Reporting

Management of City of Corbin, Kentucky is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit of the financial
statements, we considered City of Corbin, Kentucky's internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of City of Corbin, Kentucky’s internal control.
Accordingly, we do not express an opinion on the effectiveness of City of Corbin, Kentucky's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’'s financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the matters noted in the accompanying Schedule of
Findings and Recommendations letter to be material weaknesses as noted as 2018-001 and 2018-
002.

i i London, KY 40741
2410 Greatstone Point, Lexington, KY 40504 1301 West 5th Street, Y
Ph. 859.223.3318 Fax: 859.223.5875 Ph. 606.864.8110 Fax: 606.864.8471
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1700 Forest Drive, Corbin, KY 40701
Ph. 606.528.8776 Fax: 606.523.5457



Cloyd & Associates, PSC
Certified Public Accountants

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We have identified significant deficiencies in a separate Schedule of Findings
and Recommendations Letter dated November 29, 2018 identifies as 2018-003 and 2018-004.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did identify
deficiencies in internal control that we consider to be material weaknesses that are presented in
the attached Schedule of Findings and Recommendations letter dated November 29, 2018.
However, other material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Corbin, Kentucky’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and,
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards. Those issues are noted in the attached Comments and Recommendations letter dated
November 29, 2018

Managements Response to Findings

The City of Corbin, Kentucky’'s management's response to the findings identified in our audit is
described in the accompanying Schedule of Findings and Recommendations. The City
management’s response was not subjected to the auditing procedures applied in the audit of the
financial statements and accordingly we express no opinion on it.

Purpose of this Report

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

5/%6{ & Assocrates, FSC

Corbin, Kentucky
November 29, 2018

i i i ington, KY 40504 1301 West 5th Street, London, KY 40741
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Schedule of Findings and Recommendations

Material Weaknesses

City of Corbin, Kentucky
June 30, 2018

We noted the following deficiencies that we consider to be material weaknesses. All material
weaknesses are also considered significant deficiencies.

2018-001

Condition:

Criteria:

Cause:

Effect:

Recommendation:

There is a failure to establish sufficient controls over accounting for
assets.

Fixed asset acquisitions and disposals should be determined by City
Management including department managers when they are
purchased or otherwise acquired or disposed. Also, assets
purchased with federal funds are required to be inventoried a least
every two years.

The City department managers do not appear to have adequate
training in this area.

The City could lose assets to theft of misplacement and not be aware
of the loss or material addition.

We recommend that a comprehensive count and historical cost of all
fixed assets be conducted and the City maintain and update the
records at least annually.

Response/ Corrective Action Plan: The City management has been aware of this situation for some
time and has plans to correct the issue.

2018-002

Condition:

Criteria:

Cause:

Effect:

Recommendation:

There is a failure to follow and implement controls over salary
adjustments.

The City has a financial committee made up of the City Manager and
two Board members. All salary adjustments should be approved by
at least two of the committee.

There was lack of diligence in this area.
The City could create a situation of unfair compensation or confusion
between employees and managers concerning proper

compensation.

We recommend that all salary related decisions be approved and
signed by at least two of the finance committee.

Response/ Corrective Action Plan: The City management is working to find a proper solution to

the issue.
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Schedule of Findings and Recommendations {continued)
City of Corbin, Kentucky
June 30, 2018

Significant deficiencies

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit the attention of those
charged with governance (The Corbin City Commission). We consider the following control
deficiencies to be significant deficiencies.

2018-003

Condition: There is a failure of City management to be able produce GAAP
financial statements; however,

Criteria: The City shouid understand the underlying financial records relied
upon to produce the statements. The City management does indicate
an understanding of the underlying financiai assertions upon which
the GAAP financial statements are produced.

Cause: The City relies upon a third party to produce the financial statements
as it is allowed to do. The City does not have personnel adequately
trained to produce such statements.

Effect: The City must rely upon a third party to produce the financial
statements.

Recommendation We recommend the City remain apprised of ali new standards to

ensure adequate understanding of the underlying records.

Response/Corrective Action Plan: The City remains diligent is understanding the underlying
accounting records used to create the financial statements.
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Schedule of Findings and Recommendations (continued)

City of Corbin, Kentucky
June 30, 2018

Significant deficiencies (continued)

2018-004

Condition:

Criteria;

Cause:

Effect:

Recommendation:

There is a failure of City Management to have the actuarial study of
the Police and Firefighters’ Pension Fund to be conducted timely in
accordance with GAAP which requires either performance every year
or an annual update.

GASB 68 required an actuarial study every year but will allow a study
to be used for 30 months assuming proper annual updates are
conducted.

The cost is prohibitive for the size of the plan.

Failure to follow the proper timeline generally will result in a modified
opinion.

The City management should consider having the pension fund
measured properly or updated on an annual basis and presented in
the new format in order to be more transparent.

Reponses/Corrective Action Plan:  The City generally follows the law rather than GAAP in this
regard but will consider the recommendation.

Note: All material weaknesses are, by definition, also significant deficiencies.
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