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REPORT OF INDEPENDENT AUDITORS 
 

 
To the Mayor and  
  City Commission Members 
City of New Haven 
New Haven, Kentucky 
 
 
Report on the Financial Statements  
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of New Haven, 
Kentucky (the ”City”), as of and for the year ended June 30, 2013, and the related notes to the financial 
statements, which collectively comprise the City's basic financial statements as listed in the table of 
contents.  
 
Management’s 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 and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the 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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City of New Haven, Kentucky as of June 30, 2013, 
and the respective changes in financial position and, where applicable, cash flows thereof for the year 
then ended in conformity with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information on pages 3 - 9 and 37, respectively, 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 an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated as of the date 
of this report, on our consideration of the City’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. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the City of New Haven, Kentucky’s 
internal control over financial reporting and compliance. 
 

 
Bardstown, Kentucky 
December 19, 2013 
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As management of the City of New Haven, Kentucky (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, 2013. We encourage readers to consider the information 
presented here in conjunction with additional information found within the body of the audit. 
 
FINANCIAL HIGHLIGHTS 
 

• The ending cash balance for the City was $325,160. 
• The overall net position of the City increased approximately $11,000. 
• General governmental revenues for taxes and licenses totaled approximately $242,000. 
• Charges for services related to the water service and treatment were approximately 

$380,600. 
• The City is continuing with the Sewer analysis and upgrade. These are being funded 

with grant monies through the Kentucky Infrastructure Authority. 
• The Board of Commissioners approved a 5% rate increase for water and sewer rates in 

April of 2013. 
 
Overview of Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City's basic financial 
statements.  The City's basic financial statements comprise three components: 1) government-
wide financial statement, 2) fund financial statement, and 3) notes to the financial statements. 
This report also contains other supplementary information in addition to the basic financial 
statements. 
 
Basis of Accounting/Measurement Focus 
 
The accounts of the City are organized on the basis of funds, each of which is considered a 
separate accounting entity. The operations of each fund are accounted for with a separate set of 
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and 
expenditures or expenses, as appropriate. Governmental resources are allocated to and 
accounted for in individual funds based upon the purposes for which they are to be spent and 
the means by which spending activities are controlled. 
 
A. Government-Wide Financial Statements 
 
Government-wide financial statement. The government-wide financial statements are 
designed to provide readers with a broad overview of the City of New Haven’s finances, in a 
manner similar to a private-sector business. 
 
The statement of net position presents information on all of the City of New Haven’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. 
 
The statement of activities presents information showing how the government’s net position 
changed during the most recent fiscal year. All changes in net position are reported as soon as 
the underlying event giving rise to the change occurs, regardless of the timing of related cash 
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flows. Thus, revenues and expenses are reported in this statement for some that will only result 
in cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused vacation 
leave). 
 
Both of the government-wide financial statements of the City of New Haven are principally 
supported by taxes and intergovernmental revenues (governmental activities). The 
governmental activities of the City of New Haven include general government, police, fire, 
streets, and recreation. 
 
The government-wide financial statements report on only the City of New Haven. 
 
B. Governmental Fund Financial Statements 
 
Governmental Fund Financial Statements include a Balance Sheet and a Statement of 
Revenues, Expenditures and Changes in Fund Balances for all major governmental funds and 
non-major funds aggregated. The only non-major fund is the Municipal Aid Fund. An 
accompanying schedule is presented to reconcile and explain the differences in fund balances 
and changes in fund balances as presented in these statements to the net position and changes 
in net position presented in the Government-wide financial statements. The City has presented 
all major funds that met those qualifications. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to maintain 
control over resources that have been segregated for specific activities or objectives. The City of 
New Haven, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. All of the funds of the City of 
New Haven are governmental and proprietary funds. 
 
Governmental funds. Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements. 
However, unlike the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year. 
 
Such information may be useful in evaluating a government’s near-term financing requirements. 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. 
By doing so, readers may better understand the long-term effect of the government’s near term 
financing decisions. Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities. 
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The City reports the following major governmental fund: 
 
The general fund is the City of New Haven, Kentucky's primary operating fund. It accounts for all 
financial resources of the general government except those required to be accounted for in 
another fund. 
 
All governmental funds are accounted for on the modified accrual basis of accounting. 
Accordingly, only current assets and current liabilities are included on the Balance Sheets. The 
Statement of Revenues, Expenditures, and Changes in Fund Balances present increases 
(revenues and other financing sources) and decreases (expenditures and other financing uses) 
in net current assets. Under the modified accrual basis of accounting, revenues are recognized 
in the accounting period in which they become both measurable and available to finance 
expenditures of the current period. 
 
Accordingly, revenues are recorded when received in cash, except that revenues subject to 
accrual (generally 60 days after year-end) are recognized when due. The primary revenue 
sources, which have been treated as susceptible to accrual by the City, are property tax, sales 
tax, intergovernmental revenues and other taxes. Expenditures are recorded in the accounting 
period in which the related fund liability is incurred. 
 
C. Proprietary Fund Financial Statements 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the Water and Wastewater Fund which is considered a major fund of the City of 
New Haven. The Water and Wastewater Fund accounts for the activities of the water and sewer 
services provided by the City of New Haven, Kentucky's business, residents, schools, and 
churches.  The City operates the sewer treatment plant, water distribution systems, sewer 
collection systems, and pump stations. 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items. 
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund's principal ongoing operations. The 
principal operating revenues of the Water and Wastewater Fund are charges to customers for 
sales and services. Operating expenses for enterprise funds include the cost of sales and 
services, administrative expenses, and depreciation on capital assets. All revenues and 
expenses not meeting this definition are reported as nonoperating revenues and expenses. 
When both restricted and unrestricted resources are available for use, it is the City's policy to 
use restricted resources first, then unrestricted resources as they are needed. 
 



CITY OF NEW HAVEN 
 
MANAGEMENT DISCUSSION AND ANALYSIS 
JUNE 30, 2013 
 

 
 

6 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Condensed Financial Information 
Statements of Net Position 
June 30, 2013 and 2012 
(Table 1) 

2013 2012 2013 2012 2013 2012

Current and other assets $ 445,598      $ 418,240      $ 309,949      $ 307,159      $ 755,547      $ 725,399      
Capital assets 536,084      563,415      3,331,065   3,375,834   3,867,149   3,939,249   

Total assets 981,682      981,655      3,641,014   3,682,993   4,622,696   4,664,648   

Long-term liabilities 89,974        106,237      262,145      267,445      352,119      373,682      
Other liabilities 52,201        54,916        50,344        79,022        102,545      133,938      

Total liabilities 142,175      161,153      312,489      346,467      454,664      507,620      

Net position:
Invested in capital assets,
  net of related debt 429,846      441,097      3,063,570   3,084,089   3,493,416   3,525,186   
Restricted 16,805        21,290        181,349      159,335      198,154      180,625      
Unrestricted 392,856      358,115      83,606        93,102        476,462      451,217      

Total net position $ 839,507      $ 820,502      $ 3,328,525   $ 3,336,526   $ 4,168,032   $ 4,157,028   

Governmental activities Business-type activities Total

Net Position may serve over time as a useful indicator of a government's financial position. In 
the case of the City, assets exceeded liabilities by approximately $4,168,000 which is an 
increase from the previous year of approximately $11,000 primarily due to capital asset 
additions to the water and sewer systems, reduced by current year depreciation. 
 
Other liabilities decreased during 2013 due to grant expenses accrued in the Water and 
Wastewater Fund at June 30, 2012 of approximately $15,000 related to the ongoing sewer 
improvement project.  There were no liabilities for outstanding grants payable for the Water and 
Wastewater Fund at June 30, 2013. 
 
The City's programs for governmental activities include General Government, Fire, Police, Parks 
and Recreation, and municipal aid. The programs for the business type activities include the 
water and wastewater utilities. A comparison of each program's revenues and expenses for the 
current year and prior year is presented in Table 2. 
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Condensed Financial Information 
Statements of Activities 
For the Years Ended June 30, 2013 and 2012 
(Table 2) 

2013 2012 2013 2012 2013 2012
Revenues

Program revenues:
Charges for services $ 20,744        $ 24,430        $ 420,406      $ 415,753      $ 441,150      $ 440,183      
Operating grants and
  contributions 39,002        64,807        -             -             39,002        64,807        
Capital grants and 
  contributions 12,787        -             70,161        214,679      82,948        214,679      

General revenues:
Taxes 231,057      201,223      -             -             231,057      201,223      
Licenses, permits, and fees 10,564        9,658          -             -             10,564        9,658          
Other 18,728        15,139        6,031          1,076          24,759        16,215        

Total revenues 332,882      315,257      496,598      631,508      829,480      946,765      

Program expenses
General government 145,618      176,793      -             -             145,618      176,793      
Public safety - police 79,075        72,984        -             -             79,075        72,984        
Public safety - fire 43,713        21,016        -             -             43,713        21,016        
Public service - streets 10,864        12,273        -             -             10,864        12,273        
Parks and recreation 28,999        17,210        -             -             28,999        17,210        
Interest on long-term debt 5,608          4,768          -             -             5,608          4,768          
Water & Wastewater -             -             504,599      536,349      504,599      536,349      

Total program expenses 313,877      305,044      504,599      536,349      818,476      841,393      

Change in net position $ 19,005        $ 10,213        $ (8,001)        $ 95,159        $ 11,004        $ 105,372      

Governmental activities Business-type activities Total

The change in net position from the prior year decreased approximately $94,400 to an increase 
in net position of approximately $11,000.  The decrease is primarily due to a decrease in capital 
grant funds for the sewer upgrade project. 
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Governmental Activities 
 

Revenues for the City’s governmental activities increased 5.6 percent (approximately $17,600). 
Total expenses for governmental activities increased 2.9 percent (approximately $8,800).  Of 
the approximately $314,000 of expenses for governmental activities, approximately $242,000 
were financed with taxes, licenses, permits, and fees (primarily property taxes, insurance 
premium tax revenues, and occupation license fees). 
 

Business Type Activities 
 

Revenues for the City’s proprietary (business-type) activities decreased approximately $135,000 
primarily due to decreases in capital grant activity (capital expenditures) for sewer system 
improvements which are reimbursed under various grant agreements with the Kentucky 
Infrastructure Authority. The cost of all Proprietary (Business-type) activities this year decreased 
approximately 5.9 percent (approximately $32,000) when compared to the prior year, primarily 
due to increased depreciation on capital assets completed during fiscal year 2012 that were not 
previously depreciated. As shown in the Statement of Activities, the amounts paid by users of 
the systems were approximately $420,000. 
 
Capital Asset Administration 
 
The following summarizes the major additions to capital assets for the year ending June 30, 
2013: 
 
Governmental funds:     

   Infrastructure – paving  $ 12,787  

     

   Channel 4 Equipment  $ 3,022  
    
Proprietary funds:    

   Water and Sewer System improvements  $ 94,156  
     

   Water and Sewer System equipment  $ 9,456  

 
Debt Administration 
 
The following summarizes the changes in long-term debt for the current fiscal year: 
 

Beginning 
Balance Increases Decreases

Ending 
Balance

Governmental activites:
Notes payable $ 122,318         $ -                 $ 16,080           $ 106,238          

Business-type activities:
Bonds payable $ 293,100         $ -                 $ 24,300           $ 268,800          
Unamortized discounts (1,355)            -                 (50)                 (1,305)            

$ 291,745         $ -                 $ 24,250           $ 267,495          
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Notes to the financial statements. The notes provide additional information that is essential to 
a full understanding of the data provided in the government-wide and fund financial statements. 
The notes to the financial statements can be found on pages 20 - 36 of this report. 
 
Budgetary Highlights. The City budgeted for grant expenditures from the Commonwealth of 
Kentucky’s Transportation Cabinet (passed through from the Federal Transportation Authority) 
for transportation enhancements in the City’s incorporated limits.  The City is responsible for 
administering the grants on behalf of the Kentucky Railway Museum.  The City budgeted 
approximately $1.8 million in revenues and expenditures during fiscal year 2013.  However, 
there were no expenses incurred on the project during the fiscal year.  
 
For additional information, please contact the City Clerk, Linda Mattingly at 302 Center Street, 
New Haven, KY 40051 or by phone at 502-549-3177. 
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Governmental 
Activities

Business Type 
Activities Total

Current Assets:
Cash and cash equivalents $ 216,423             $ 108,737             $ 325,160              
Accounts receivable 32,011               38,698               70,709                
Interest receivable -                     862                    862                     
Investments 189,821             146,208             336,029              
Inventory -                     14,401               14,401                
Prepaid expenses 7,343                 1,043                 8,386                  

Total current assets 445,598             309,949             755,547              

Noncurrent assets:
Capital assets, net 536,084             3,331,065          3,867,149           

Total noncurrent assets 536,084             3,331,065          3,867,149           

Total assets $ 981,682           $ 3,641,014        $ 4,622,696          

LIABILITIES AND NET POSITION

Current liabilities:
Accounts payable $ 9,222                 $ 19,436               $ 28,658                
Accrued expenses 2,874                 3,281                 6,155                  
Interest payable -                     6,888                 6,888                  
Deferred revenue 17,877               15,389               33,266                
Compensated absences 5,964                 -                     5,964                  
Current portion of notes payable 16,264               -                     16,264                
Current portion of bonds payable -                     5,350                 5,350                  

Total current liabilities 52,201               50,344               102,545              

Noncurrent liabilities:
Noncurrent portion of notes payable 89,974               -                     89,974                
Noncurrent portion of bonds payable -                     262,145             262,145              

Total noncurrent liabilities 89,974               262,145             352,119              

Net Position:
Invested in capital assets, net of related debt 429,846             3,063,570          3,493,416           
Restricted 16,805               181,349             198,154              
Unrestricted 392,856             83,606               476,462              

Total net position $ 839,507           $ 3,328,525        $ 4,168,032          

ASSETS
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 Expenses 
 Charges for 

services 

 Operating 
grants and 

contributions 

 Capital grants 
and 

contributions 

Functions / programs:
Governmental activities:

General government $ 145,618         $ -                $ 3,823             $ -                
Public safety

Police 79,075           7,406             4,261             -                
Fire 43,713           -                9,912             -                

Public service
Street 10,864           -                10,426           12,787           
Recreation 28,999           13,338           10,580           -                

Interest on long-term debt 5,608             -                -                -                

Total governmental activities 313,877         20,744           39,002           12,787           

Business type activities:
Water and wastewater 475,810         380,619         -                70,161           
Waste disposal 28,789           39,787           -                -                

Total business type activites 504,599         420,406         -                70,161           

Total primary government $ 818,476       $ 441,150       $ 39,002          $ 82,948          

General Revenues:
Taxes:

Property taxes
Motor vehicle taxes
Utility taxes
Bank deposit taxes
Insurance premium taxes

Business licenses
Earnings on investments
Miscellaneous
Transfers

Total general revenues 

Change in net position

Net position, beginning 

Net position, ending

 Program Revenues 
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 Governmental 
activities 

 Business-type 
activities  Total 

$ (141,795)        $ -                 $ (141,795)       

(67,408)          -                 (67,408)         
(33,801)          -                 (33,801)         

-                 -                
12,349           -                 12,349           
(5,081)            -                 (5,081)           
(5,608)            -                 (5,608)           

-                 -                
(241,344)        -                 (241,344)       

-                 (25,030)          (25,030)         
-                 10,998           10,998           

-                 (14,032)          (14,032)         
-                

(241,344)        (14,032)          (255,376)     

67,019           -                 67,019           
10,381           -                 10,381           
39,786           -                 39,786           
7,280             -                 7,280             

106,591         -                 106,591         
10,564           -                 10,564           
1,030             912                1,942             

22,817           -                 22,817           
(5,119)            5,119             -                

260,349         6,031             266,380         

19,005           (8,001)            11,004           

820,502         3,336,526      4,157,028      

$ 839,507         $ 3,328,525      $ 4,168,032      

 Net (expense) revenue and change in net position 
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 General Fund 
 Municipal Aid 

Fund 

 Total 
Governmental 

Funds 

Cash and cash equivalents $ 199,555             $ 16,868                 $ 216,423               
Accounts receivable 30,517               1,494                  32,011                 
Prepaid expenses 7,343                 -                      7,343                  
Investments 189,821             -                      189,821               

Total assets and resources $ 427,236           $ 18,362               $ 445,598              

LIABILITIES AND FUND BALANCES
Liabilities

Accounts payable $ 6,651                 $ 316                     $ 6,967                  
Accrued expenses 2,874                 -                      2,874                  
Interest payable 2,255                 -                      2,255                  
Deferred revenue 17,877               -                      17,877                 

Total liabilities 29,657               316                     29,973                 

Fund balances
Nonspendable 37,860               1,494                  39,354                 
Spendable:

Restricted 253                   16,552                 16,805                 
Committed 62,139               -                      62,139                 
Assigned 19,450               -                      19,450                 
Unassigned 277,877             -                      277,877               

Total fund balances 397,579             18,046                 415,625               

Total liabilities and fund balances $ 427,236           $ 18,362               $ 445,598              

ASSETS AND RESOURCES
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Total fund balance per fund financial statements $ 415,625          

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

Capital assets are not reported in the fund financial statement because
  they are not current financial resources, but they are reported in the
  statement of net position 536,084

Certain liabilities (such as notes payable and compensated absences)
  are not reported in this fund financial statement because they are not due
  and payable, but they are presented in the statement of net position (112,202)

Net position for governmental activities $ 839,507
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General Fund
Municipal Aid 

Fund

Total 
Governmental 

Funds
Revenues:

From local sources:
Taxes:

Property $ 67,019            $ -                    $ 67,019              
Motor vehicle 10,381            -                    10,381              
Utilities 39,786            -                    39,786              
Bank deposit 7,280              -                    7,280                
Insurance premium tax 106,591          -                    106,591            

Business licenses 10,564            -                    10,564              
Donations 12,073            -                    12,073              
Earnings on investments 1,026              4                       1,030                
Recreation department 23,943            -                    23,943              
Grant revenues 5,000              23,212              28,212              
Other local revenue 13,760            -                    13,760              

Total revenues 297,423          23,216              320,639            

Expenditures:
Current:

General government 130,935          -                    130,935            
Public safety:

Police 76,543            -                    76,543              
Fire 19,442            -                    19,442              

Public service:
Street -                  8,301                8,301                
Recreation 23,074            -                    23,074              

Debt service: 
Principal 16,080            -                    16,080              
Interest 5,608              -                    5,608                

Capital outlay -                  12,787              12,787              

Total expenditures 271,682          21,088              292,770            

Excess (deficiency) of revenues over
  (under) expenditures 25,741            2,128                27,869              

Other financing sources (uses)
Proceeds from the sale of property 7,007              -                    7,007                
Transfers out -                  (5,119)               (5,119)               

Total other financing source (uses) 7,007              (5,119)               1,888                

Net change in fund balances 32,748            (2,991)               29,757              

Fund balances, beginning of year 364,831          21,037              385,868            

Fund balances, end of year $ 397,579        $ 18,046            $ 415,625           
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Net change in fund balances - total governmental funds $ 29,757            

Amounts reported for governmental activities in the statement of activities
  are different due to the following:

Capital outlays are reported as expenditures in this fund financial statement
  because they use current financial resources, but they are presented as assets
  in the the statement of activities and depreciated over their estimated economic
  lives.  The difference is the amount by which depreciation expense exceeds
  capital outlays for the year. (27,331)

Debt service payments are reported as expenditures in this fund financial 
  statement because they use current financial resources, but they are separated
  and shown as payments of long term debt on the statement of net position and 
  interest expense on the statement of activities.  The difference is the amount
  of principal debt paid versus the amount of loan proceeds received for the year. 16,080            

Some items reported in the Statement of Activities do not involve current
  financial resources and, therefore, are not reported as expenditures in the 
  governmental funds.

These activities include:
Decrease in compensated absences 499                 

Change in net position - total governmental funds $ 19,005
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Water & 
Wastewater 

Fund

Current Assets:
Cash and cash equivalents $ 108,737
Accounts receivable 38,698
Interest receivable 862
Investments 146,208
Inventories 14,401
Bond issue costs 1,043

Total current assets 309,949

Noncurrent assets:
Investments 0
Capital assets, net 3,331,065

Total noncurrent assets 3,331,065

Total assets $ 3,641,014

LIABILITIES AND NET POSITION

Current liabilities:
Accounts payable $ 19,436            
Accrued expenses 3,281              
Interest payable 6,888              
Deferred revenue 15,389            
Current portion of bonds payable 5,350              

Total current liabilities 50,344

Noncurrent liabilities:
Noncurrent portion of bonds payable 262,145          

Total noncurrent liabilities 262,145

Net Position:
Invested in capital assets, net of related debt 3,063,570        
Restricted for debt service 181,349          
Unrestricted 83,606            

Total net position $ 3,328,525

ASSETS
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Water & 
Wastewater 

Fund

Operating revenues:
Water revenues $ 237,221
Sewer revenues 138,143
Waste disposal revenues 39,787
Tap on fees 1,000
Miscellaneous 4,255

Total operating revenues 420,406

Operating expenses:
Water purchased 84,986
Waste disposal fees 28,789
Wages and related expenses 105,466
Repairs 32,346
Utilities 21,791
Depreciation 148,381
Other operating expenses 69,094

Total operating expenses 490,853

Operating income (loss) (70,447)

Non-operating revenues (expenses)
Interest revenue 912
Interest expense (13,746)
Grant revenues 70,161
Transfers 5,119

Total non-operating revenues (expenses) 62,446

Change in net position (8,001)

Net position, beginning of year 3,336,526

Net position, end of year $ 3,328,525
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Water & 

Wastewater 
Fund

Cash flows from operating activities:
Receipts from customers $ 421,896           
Payments to employees (105,696)          
Payments to suppliers for goods and services (230,893)          

Net cash provided by operating activities 85,307             

Cash flows from non-capital financing activities:
Transfer in 5,119               

Net cash provided by non-capital financing activities 5,119               

Cash flows from capital and related financing activities:
Receipt of capital grants 70,161             
Purchase of capital assets (103,612)          
Principal paid on long-term debt (24,300)            
Interest paid on debt (14,832)            

Net cash used in capital and related
  financing activities (72,583)            

Cash flows from investing activities:
Interest received 108                  

Net cash provided by investing activities 108                  

Net increase in cash and cash equivalents 17,951             

Balance, beginning of year 90,786             

Balance, end of year $ 108,737          

Reconciliation of operating income to net cash provided by
operating activities:

Operating income $ (70,447)            

Adjustments to reconcile operating income to net cash provided
  by operating activities:

Depreciation and amortization 148,471           
Changes in assets and liabilities:

Accounts receivable 1,500               
Inventories (575)                 
Accounts payable 6,598               
Accrued expenses (230)                 
Deferred revenue (10)                   

Net cash provided by operating activities $ 85,307             
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The City of New Haven, Kentucky (the "City") was incorporated under the provisions of the 
State of Kentucky as a sixth class city on February 18, 1839. The City operates as authorized 
by its charter: public safety (police and fire), streets, sanitation, culture-recreation, public 
improvements, planning and zoning, and general administrative services. 
 
The financial statements of the City have been prepared in conformity with accounting principles 
generally accepted in the United States of America as applied to governmental units, hereinafter 
referred to as GAAP (generally accepted accounting principles). The accepted standard-setting 
body for establishing governmental accounting and financial reporting principles is GASB (the 
Governmental Accounting Standards Board). 
 
A. Reporting Entity 
 
The City, for financial purposes, includes all of the funds relevant to the operations of the City of 
New Haven. The financial statements presented herein do not include agencies which have 
been formed under applicable state laws or separate and distinct units of government apart from 
the City of New Haven. The financial statements of the City include those of separately 
administered organizations that are controlled by or dependent on the City. Control or 
dependence is determined on the basis of budget adoption, taxing authority, funding and 
appointment of the respective governing board. 
 
New Haven Water and Sewer - The City Commission and Mayor operate the water and sewer 
systems. The Water and Sewer System cannot issue bonded debt without the City’s approval. 
The operations are reported in the Water and Wastewater Fund, a proprietary fund. 
 
B. Basis of Presentation 
 
The City's government-wide financial statements provide both short-term and long-term 
information about the City's overall financial status. Fund financial statements focus on the 
individual activities of City government, reporting the City's operations in more detail than the 
government-wide financial statements. 
 
C. Basis of Accounting and Measurement Focus 
 
Basis of accounting determines when transactions are recorded in the financial records and 
reported in the financial statements. Government-wide financial statements are prepared using 
the accrual basis of accounting and economic resources measurement focus. Revenues are 
recognized when earned and expenses are recognized when a liability is incurred, regardless of 
the timing of the related cash flows.  Governmental funds use the modified accrual basis of 
accounting and fiduciary funds use the accrual basis of accounting. Differences in the accrual 
and modified accrual basis of accounting arise in the recognition of revenue, the recording of 
deferred revenue, and in the presentation of expenses versus expenditures. 
 
Non-exchange transactions, in which the City receives value without directly giving equal value 
in return, include property taxes, grants, entitlements and donations. On an accrual basis, 
revenue from property taxes is recognized in the fiscal year for which the taxes are levied.  
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Revenue from grants, entitlements and donations is recognized in the fiscal year in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, 
which specify the year when the resources are required to be used or the fiscal year when use 
is first permitted, matching requirements, in which the City must provide local resources to be 
used for a specified purpose, and expenditure requirements, in which the resources are 
provided to the City on a reimbursement basis. On a modified accrual basis, revenues from non-
exchange transactions must also be available before it can be recognized. 
 
Government-wide Financial Statements 
 
These statements are presented on an "economic resources” measurement focus and the 
accrual basis of accounting. Accordingly, all of the City's assets and liabilities, including capital 
assets as well as infrastructure assets and long-term liabilities, are included in the 
accompanying Statement of Net Position. 
 
The Statement of Activities presents changes in net position. Under the accrual basis of 
accounting, revenues are recognized in the period in which they are earned while expenses are 
recognized in the period in which the liability is incurred. The types of transactions reported as 
program revenues for the City are reported in three categories: 1) charges for services, 2) 
operating grants and contributions, and 3) capital grants and contributions. 
 
Certain eliminations have been made in regards to interfund activities, payables and 
receivables. All internal balances in the Statement of Net Position have been eliminated except 
those representing balances between the governmental activities and the business-type 
activities, which are presented as internal balances and eliminated in the total primary 
government column. In the Statement of Activities, internal service fund transactions have been 
eliminated; however, those transactions between governmental and business-type activities 
have not been eliminated. 
 
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, 
generally are followed in both the government-wide and proprietary fund financial statements to 
the extent that those standards do not conflict with or contradict guidance of the Governmental 
Accounting Standard Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to the same 
limitations. The City has elected not to follow subsequent private-sector guidance. 
 
Governmental Fund Financial Statements  
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay liabilities of 
the current period. For this purpose, the government considers revenues to be available if they 
are collected within 60 days of the end of the current fiscal period. Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting. However, debt service 
expenditures, as well as expenditures related to compensated absences and claims and 
judgments, are recorded only when payment is due. 
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Property taxes, franchise fees, licenses, and interest associated with the current fiscal period 
are all considered to be susceptible to accrual and so have been recognized as revenues of the 
current fiscal period. Only the portion of special assessments receivable due within the current 
fiscal period is considered to be susceptible to accrual as revenue of the current period. 
Expenditure-driven grants are recognized as revenue when the qualifying expenditures have 
been incurred and all other grant requirements have been met. Entitlements and shared 
revenues are recorded at the time of receipt or earlier if the accrual criteria are met. All other 
revenue items are considered to be measurable and available only when cash is received by 
the government. 
 
The City reports the following major governmental fund: 
 
The general fund is the City of New Haven, Kentucky's primary operating fund. It accounts for all 
financial resources of the general government, except those required to be accounted for in 
another fund.  All governmental funds are accounted for on the modified accrual basis of 
accounting. Accordingly, only current assets and current liabilities are included on the Balance 
Sheets. The Statement of Revenues, Expenditures and Changes in Fund Balances present 
increases (revenues and other financing sources) and decreases (expenditures and other 
financing uses) in net current assets. Under the modified accrual basis of accounting, revenues 
are recognized in the accounting period in which they become both measurable and available to 
finance expenditures of the current period. Accordingly, revenues are recorded when received 
in cash, except that revenues subject to accrual (generally 60 days after yearend) are 
recognized when due. The primary revenue sources, which have been treated as susceptible to 
accrual by the City, are property tax, sales tax, intergovernmental revenues and other taxes. 
Expenditures are recorded in the accounting period in which the related fund liability is incurred. 
 
Municipal Aid Fund 
 
The Municipal Aid Fund is used to account for the proceeds of specific revenue sources (other 
than special assessments, expendable trust or major capital projects) that are legally restricted 
to expenditures to be used to account for and report resources restricted or committed to 
improvement of the City’s roads and sidewalks. The primary sources of revenue are 
intergovernmental grants. 
 
Proprietary Fund Financial Statements 
 
Proprietary funds are accounted for using the "economic resources" measurement focus and 
the accrual basis of accounting. Accordingly, all assets and liabilities (whether current or 
noncurrent) are included on the Statement of Net Position. The Statement of Revenues, 
Expenses and Changes in Fund Net Position presents increases (revenues) and decreases 
(expenses) in total net position. Under the accrual basis of accounting, revenues are recognized 
in the period in which they are earned while expenses are recognized in the period in which the 
liability is incurred. 
 
Operating revenues in the proprietary funds are those revenues that are generated from the 
primary operations of the fund. All other revenues are reported as non-operating revenues. 
Operating expenses are those expenses that are essential to the primary operations of the fund. 
All other expenses are reported as non-operating expenses. 
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The City reports the following major proprietary funds: 
 
The water and wastewater fund accounts for the activities related to the provision of water and 
sewer services to the City of New Haven, Kentucky's business, residents, schools, and 
churches. It operates the sewer treatment plant, water distribution systems, sewer collection 
systems, and pump stations. Proprietary funds distinguish operating revenues and expenses 
from nonoperating items. Operating revenues and expenses generally result from providing 
services and producing and delivering goods in connection with a proprietary fund's principal 
ongoing operations. The principal operating revenues of the Water and Wastewater Fund are 
charges to customers for sales and services. Operating expenses for enterprise funds include 
the cost of sales and services, administrative expenses, and depreciation on capital assets. All 
revenues and expenses not meeting this definition are reported as nonoperating revenues and 
expenses. When both restricted and unrestricted resources are available for use, it is the City's 
policy to use restricted resources first, then unrestricted resources as they are needed. 
 
Criteria for determining if other entities are potential component units which should be reported 
within the City’s basic financial statements are identified and described in the Governmental 
Accounting Standards Board’s (GASB) Codification of Governmental Accounting and Financial 
Reporting Standards, Sections 2100 and 2600. The application of these criteria provides for 
identification of any entities for which the City is financially accountable and other organizations 
that the nature and significance of their relationship with the City are such that exclusion would 
cause the City’s basic financial statements to be misleading or incomplete. 
 
D. Cash and Cash Equivalents 
 
The City considers demand deposits, money market funds, and other investments with an 
original maturity of 90 days or less, to be cash equivalents. 
 
E. Investments 
 
The City holds eligible investments as permitted under State law. Investments consisted entirely 
of certificates of deposit at June 30, 2013. 
 
F. Prepaid Assets 
 
Payments made that will benefit periods beyond June 30, 2013 are recorded as prepaid items 
using the consumption method. A current asset for the prepaid amount is recorded at the time of 
the purchase and an expenditure/expense is reported in the year in which services are 
consumed. 
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G. Capital Assets 
 
General capital assets are those assets not specifically related to activities reported in the 
proprietary funds. These assets generally result from expenditures in the governmental funds. 
These assets are reported in the governmental activities column of the government-wide 
statement of net position but are not reported in the fund financial statements. Capital assets 
utilized by the proprietary funds are reported both in the business-type activities column of the 
government-wide statement of net position and in the respective funds. 
 
The City's assets are capitalized at historical cost or estimated historical cost. City policy has set 
the capitalization threshold for reporting capital assets at $1,000 with the exception of 
computers, digital cameras and real property for which there is no threshold. Under the modified 
cash basis of accounting, the City does not include donated infrastructure. Improvements are 
capitalized; the cost of normal maintenance and repairs that do not add to the value of the asset 
or materially extend an assets life are not capitalized. All reported capital assets are 
depreciated. Depreciation is recorded on a straight-line basis over the useful lives of the assets 
as follows: 
  

Description    
Governmental Activities 

Estimated Lives 
 

        

  Buildings and improvements    25-50 Years  
  Land improvements    20 Years  
  Technology equipment    5 Years  
  Vehicles    5-10 Years  
  Service equipment    10-12 Years  
  Furniture and fixtures    7 Years  
  Infrastructure    15 Years  

 
H. Deferred Revenue 
 
Deferred revenue arises when assets are recognized before revenue recognition criteria have 
been satisfied.  Grants and entitlements received before the eligibility requirements are met are 
recorded as deferred revenue. 
 
I. Accrued Liabilities and Long-Term Obligations 
 
All payables, accrued liabilities and long-term obligations are reported in the government-wide 
financial statements, with the exception of compensated absences, and all payables, accrued 
liabilities and long-term obligations payable from proprietary funds are reported on the 
proprietary fund financial statements, with the exception of compensated absences. 
 
In general, payables and accrued liabilities that will be paid from governmental funds are 
reported on the governmental fund financial statements regardless of whether they will be 
liquidated with current resources. In general, payments made within sixty days after year end 
are considered to have been made with current available financial resources. Bonds and other 
long-term obligations that will be paid from governmental funds are not recognized as a liability 
in the fund financial statements until due. 
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J. Compensated Absences 
 
The criteria for determining compensated absences (i.e., paid absences for employee vacation 
and sick leave benefit) liability are derived from City policy, negotiated agreements, and state 
law. Vacation benefits are accrued as a liability as the benefits are earned if the employee’s 
right to receive compensation is attributable to services already rendered and it is probable that 
the employer will compensate the employees for the benefits through paid time off or some 
other means.  
 
In the government-wide financial statements, compensated absences are accrued as liabilities 
to the extent that it is probable that the benefits will result in termination payments. A liability is 
reported for compensated absences in the governmental fund financial statements only if they 
have matured (i.e., unused reimbursable leave still outstanding following an employee’s 
resignation or retirement).  
 
It is the policy of the City to record the cost of sick leave when paid. Generally, sick leave is paid 
only when an employee is absent due to illness, injury, or related family death. There is no 
liability recorded for sick leave at June 30, 2013. The estimated accumulated amount of unused 
sick leave at June 30, 2013 totals $24,401. 
 
K. Fund Balances 
 
In the fund financial statements, governmental funds report aggregate amounts for five 
classifications of fund balances based on the constraints imposed on the use of these 
resources. The nonspendable fund balance classification includes amounts that cannot be 
spent because they are either (a) not in spendable form—prepaid items or inventories; or (b) 
legally or contractually required to be maintained intact. 
 
The spendable portion of the fund balance comprises the remaining four classifications: 
restricted, committed, assigned, and unassigned. 
 
Restricted fund balance. This classification reflects the constraints imposed on resources either 
(a) externally by creditors, grantors, contributors, or laws or regulations of other governments; or 
(b) imposed by law through constitutional provisions or enabling legislation. 
 
Committed fund balance. These amounts can only be used for specific purposes pursuant to 
constraints imposed by formal resolutions or ordinances of the City Commissioners - the 
government’s highest level of decision making authority. Those committed amounts cannot be 
used for any other purpose unless the Commissioners remove the specified use by taking the 
same type of action imposing the commitment. This classification also includes contractual 
obligations to the extent that existing resources in the fund have been specifically committed for 
use in satisfying those contractual requirements. 
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Assigned fund balance. This classification reflects the amounts constrained by the town’s 
“intent” to be used for specific purposes, but are neither restricted nor committed. The City 
Commissioners and Mayor have the authority to assign amounts to be used for specific 
purposes. Assigned fund balances include all remaining amounts (except negative balances) 
that are reported in governmental funds, other than the General Fund, that are not classified as 
nonspendable and are neither restricted nor committed. 
 
Unassigned fund balance. This fund balance is the residual classification for the General Fund. 
It is also used to report negative fund balances in other governmental funds. 
 
When both restricted and unrestricted resources are available for use, it is the City’s policy to 
use externally restricted resources first, then unrestricted resources—committed, assigned, and 
unassigned—in order as needed. 
 
L. Net Position 
 
Net position represent the difference between assets and liabilities. Net investment in capital 
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction or improvement of those 
assets. Net position is reported as restricted when there are limitations imposed on their use 
either through the enabling legislation adopted by the City or through external restrictions 
imposed by creditors, grantors or laws or regulations of other governments. 
 
M. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of 
the proprietary funds. For the City, those revenues are primarily property taxes. 
 
N. Property Taxes 
 
Property Tax Revenues - Property taxes are levied each September on the assessed value 
listed as of the prior January 1, for all real and personal property in the county. The billings are 
considered due upon receipt by the taxpayer; however, the actual date is based on a period 
ending 30 days after the tax bill mailing. Property taxes collected are recorded as revenues in 
the fiscal year for which they were levied. The property tax rates assessed for the year ended 
June 30, 2013, to finance the General Fund operations were $.2240 per $100 valuation for real 
property, $.4935 per $100 valuation for business personal property and $.250 per $100 
valuation for motor vehicles. 
 
O. Interfund Balances 
 
On fund financial statements, receivables and payables resulting from short-term interfund loans 
are classified as "interfund receivables/payables". These amounts are eliminated in the 
governmental and business-type activities columns of the statements of net position, except for 
the net residual amounts due between governmental and business-type activities, which are 
presented as internal balances. 
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P. Interfund Activity 
 
Exchange transactions between funds are reported as revenues in the seller funds and as 
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another 
without a requirement for repayment are reported as interfund transfers. Interfund transfers are 
reported as other financing sources/uses in governmental funds and after nonoperating 
revenues/expenses in proprietary funds. Repayments from funds responsible for particular 
expenditures/expenses to the funds that initially paid for them are not presented on the financial 
statements. 
 
Q. Budgetary Process 
 
Budgetary Basis of Accounting: The City's budgetary process accounts for its transactions the 
same as the governmental funds, using the cash basis of accounting. Once the budget is 
approved, it can be amended. Amendments are presented to the Board at their regular 
meetings. Budget amendments are made before the fact, are reflected in the official minutes of 
the Board, and are not made after fiscal year end in accordance with state law. Each budget is 
prepared and controlled by the budget coordinator at the revenue and expenditure 
function/object level. All budget appropriations lapse at year end. 
 
R. Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Estimates are used to determine 
depreciation expense, and the allowance for doubtful accounts among other accounts. Actual 
results could differ from those estimates. 
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2. CASH, CASH EQUIVALENTS, AND INVESTMENTS 
 
As of June 30, 2013, the City’s cash and cash equivalent funds are substantially covered by 
federal depository insurance or by collateral held by the custodial banks in the City’s name. 
 
As of June 30, 2013, the City’s investments are as follows: 
 
Governmental activities:

Description Fair Value Interest Rate Maturity

Certificate of Deposit: General Fund 5,000$           0.05% 1/22/2013
Certificate of Deposit: General Fund 88,779           0.05% 8/8/2013
Certificate of Deposit: Fire Truck Fund 4,360             0.50% 8/8/2013
Certificate of Deposit: Police Car 3,658             0.50% 8/8/2013
Certificate of Deposit: Fire Truck Fund 4,796             0.35% 10/17/2013
Certificate of Deposit: General Fund 7,093             0.10% 11/21/2013
Certificate of Deposit: Fire Truck Fund 1,784             0.10% 12/9/2013
Certificate of Deposit: General Fund 8,711             0.05% 3/24/2014
Certificate of Deposit: General Fund 44,006           0.05% 4/1/2014
Certificate of Deposit: Police Car 4,169             0.05% 6/18/2014
Certificate of Deposit: General Fund 17,465           0.05% 6/27/2014

  Total Governmental Funds 189,821$      

Business-type activities:

Description Fair Value Interest Rate Maturity

Certificate of Deposit: Bond & Interest 2,907$           0.50% 8/8/2013
Certificate of Deposit: Bond & Interest 34,692           0.50% 8/18/2013
Certificate of Deposit: Bond & Interest 6,433             0.35% 8/26/2013
Certificate of Deposit: Bond & Interest 4,146             0.35% 8/28/2013
Certificate of Deposit: Bond & Interest 4,887             0.35% 8/29/2013
Certificate of Deposit: Bond & Interest 4,354             0.35% 9/27/2013
Certificate of Deposit: Bond & Interest 4,216             0.35% 10/25/2013
Certificate of Deposit: Bond & Interest 4,775             0.50% 10/26/2013
Certificate of Deposit: Bond & Interest 11,550           0.35% 11/6/2013
Certificate of Deposit: Truck Fund 15,582           0.35% 11/14/2013
Certificate of Deposit: Bond & Interest 8,770             0.10% 11/27/2013
Certificate of Deposit: Bond & Interest 7,365             0.10% 11/29/2013
Certificate of Deposit: Bond & Interest 16,227           0.10% 11/30/2013
Certificate of Deposit: Bond & Interest 7,275             0.10% 12/2/2013
Certificate of Deposit: Bond & Interest 13,029           1.44% 5/1/2014

Total Proprietary Funds 146,208$       

 
Custodial Credit Risk:  For an investment, custodial credit risk is the risk that in the event of the 
failure of the counterparty, the City will not be able to recover the value of its investments or 
collateral securities that are in the possession of an outside party.  The City has no formal policy 
on custodial credit risk.  As of June 30, 2013, the City’s investments and deposits were 
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adequately collateralized by the FDIC deposit insurance and the value of pledged securities 
held by the City's custodial bank in the City's name. 
 

Credit Risk:  Under KRS 66.480 and in accordance with the City’s formal investment policy, the 
City is permitted to invest in the following: 
 

o obligations of the United States and of its agencies and instrumentalities, including 
obligations subject to repurchase agreements, if delivery of these obligations subject 
to repurchase agreements is taken either directly or through an authorized custodian 

o obligations and contracts for future delivery or purchase of obligations backed by the 
full faith and credit of the United States or a United States Government agency 

o obligations of any corporation of the United States Government 
o certificates of deposit issued by, or other interest-bearing accounts of, any bank or 

savings and loan institution insured by the Federal Deposit Insurance Corporation or 
similar entity, or which are collateralized, to the extent uninsured, by any obligations 
permitted by KRS 41.240(4) 

o uncollateralized certificates of deposit issued by any bank or savings and loan 
institution rated in one of the three highest categories by a nationally recognized 
rating agency 

o bankers’ acceptances for banks rated in one of the three highest categories by a 
nationally recognized rating agency 

o commercial paper rated in the highest category by a nationally recognized rating 
agency 

o bonds or certificates of indebtedness of the Commonwealth of Kentucky and of its 
agencies and instrumentalities 

o securities issued by a state or local government, or any instrumentality of an agency 
thereof in the United States, and rated in one of the three highest categories by a 
nationally recognized rating agency 

o shares of mutual funds (the mutual fund shall be an open and diversified investment 
company registered under the Federal Investment Company Act of 1940, as 
amended; the management company of the investment company shall have been in 
operation for at least five years; and all securities in the mutual funds shall be 
eligible investments pursuant to the above) 

 

Concentration of Credit Risk:  The amount invested at any time by the City in uncollateralized 
certificates of deposit issued by any bank or savings and loan institution, bankers’ acceptances, 
commercial paper, or securities issued by a state or local government, or any instrumentality of 
an agency thereof in the United States (as described above), shall not exceed 20% of the total 
amount invested by the City.  With the exception of fully insured or fully collateralized 
investments and demand deposit accounts, no more than 20% of the City’s total investment 
portfolio shall be invested in a single security type or with a single financial institution.  
 

Interest Rate Risk:  The City’s formal investment policy does not address policies relative to 
investment maturities as a means of managing its exposure to fair value losses arising from 
increasing interest rates. 
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3. CAPITAL ASSETS 
 
Capital asset activity during the year ended June 30, 2013 is as follows: 
 
Governmental activities: 
 

Beginning 
Balance Increases Decreases

Ending 
Balance

Capital assets not being depreciated
Land $ 33,889         $ -               $ -                $ 33,889           
Construction in process 5,415             -                 -                 5,415              

Total 39,304           -                 -                 39,304            

Capital assets being depreciated
Buildings 566,200         -                 -                 566,200          
Machinery and equipment 446,470         5,376             15,637           436,209          
Infrastructure 173,430         12,787           -                 186,217          

Total 1,186,100      18,163           15,637           1,188,626       

Less: accumulated depreciation (661,989)        (45,494)          (15,637)          (691,846)        

Total capital assets being
  depreciated, net 524,111         (27,331)          -                 496,780          

Governmental activities capital 
  assets, net $ 563,415         $ (27,331)          $ -                 $ 536,084          

 
Depreciation expense attributable to governmental activities was charged to the governmental 
functions/programs per the statement of activities as follows for the year ending June 30, 2013: 

 
During 2012, the City incurred architectural fees of $5,415 for a potential Senior Center through 
a Community Block Development Grant.  The amounts have been recorded as construction in 
process in the government-wide financial statements.  There were no new expenditures related 
to the Senior Center during fiscal year 2013. 

      
General government $ 14,273   
Public safety – police 2,533   
Public safety – fire 26,125   
Public works – streets 2,563   
      

   Total $ 45,494   
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Business-type activities: 
Beginning 
Balance Increases Decreases

Ending 
Balance

Capital assets not being depreciated
Land $ 20,801           $ -                 $ -                 $ 20,801            

Total 20,801           -                 -                 20,801            

Capital assets being depreciated
Buildings 80,565           -                 -                 80,565            
Machinery and equipment 339,305         9,456             -                 348,761          
Water and sewer system 4,614,487      94,156           -                 4,708,643       

Total 5,034,357      103,612         -                 5,137,969       

Less: accumulated depreciation (1,679,324)     (148,381)        -                 (1,827,705)     

Total capital assets being
  depreciated, net 3,355,033      (44,769)          -                 3,310,264       

Business type activities capital 
  assets, net $ 3,375,834      $ (44,769)          $ -                 $ 3,331,065       

 
Depreciation expense attributable to business-type activities was charged to specific functions 
per the statement of activities as follows: 
 

 
Grant Projects: 
 
The City has entered into multiple grants with the Kentucky Infrastructure Authority (KIA) to 
upgrade and extend the current water and sewer systems of the City.   Additional projects have 
been approved by the Authority as of June 30, 2013 but have not been funded by specific state 
legislation or local revenues. Total projects approved but not yet funded by state and local 
revenues as of June 30, 2013 were $5,877,000 for wastewater projects and $1,239,500 for 
drinking water projects. 

      
Water  $ 29,163   
Sewer 119,218   
   
   Total $ 148,381   
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4. LONG-TERM OBLIGATIONS 
 
Long-term debt of the City consists of the following as of June 30, 2013: 
 

Balance Current Long-term

Water and Sewer Revenue Series 1999A 
Bonds; interest at 5.125%; original face 
amount of $237,000, principal due annually 
through January 1, 2039; secured by water 
and sewer revenues 202,000        4,000            198,000        

Water and Sewer Revenue Series 1999B 
Bonds; interest at 4.75%; original face 
amount of $79,000, principal due annually 
through January 1, 2039; secured by water 
and sewer revenues 66,800          1,400            65,400          

Term note with a trustee bank; interest at 
rates ranging from 3.50% to 5.25%; original 
face amount of $105,000; due annually 
through April 20, 2017; secured by real 
property 40,000          10,000          30,000          

Term Note from the Commonwealth of 
Kentucky's State Fire Commission; interest 
at 3.00%; original face amount of $100,000; 
due annually through November 10, 2022; 
secured by a fire truck and state aid funds 
received from the Commission 66,238          6,264            59,974          

  Total         375,038           21,664         353,374 

Less: unamortized discount (1,305)          (50)               (1,255)          

$ 373,733        $ 21,614          $ 352,119        
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At June 30, 2013, the future debt service requirements of the City are as follows: 
 

Principal Interest Total 

2014 $ 21,664 $ 18,487 $ 40,151
2015 21,851 17,462 39,313
2016 22,644 16,431 39,075
2017 22,944 15,364 38,308
2018 13,649 13,803 27,452

2019 - 2023 70,386 60,360 130,746
2024 - 2028 47,900 47,063 94,963
2029 - 2033 61,000 33,488 94,488
2034 - 2038 75,400 16,509 91,909

2039 17,600 902 18,502

$ 375,038 $ 239,869 $ 614,907

 
Activity in long-term debt for the year ending June 30, 2013 is as follows: 
 

Beginning 
Balance Increases Decreases

Ending 
Balance

Governmental activites:
Notes payable $ 122,318         $ -                 $ 16,080           $ 106,238          

Business-type activities:
Bonds payable $ 293,100         $ -                 $ 24,300           $ 268,800          
Unamortized discounts (1,355)            -                 (50)                 (1,305)            

$ 291,745         $ -                 $ 24,250           $ 267,495          
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5. FUND BALANCES 
 
The following is a summary of the Governmental Funds fund balances of the City of New Haven 
at the June 30, 2013: 

 
 

6. RETIREMENT PLAN 
 
The City has elected to participate in the County Employees Retirement System (CERS), a 
multi-employer defined benefit plan pursuant to KRS 75.830.  The plan is administered by the 
Board of Trustees of the Kentucky Retirement Systems. 
 
Non-hazardous employees who retire at or after age 65 with at least 48 or more months of 
credited service are entitled to a normal retirement benefit, payable monthly for life, equal to 
2.00% to 2.20% of their final-average salary (final compensation) multiplied by their years of 
service.  Hazardous employees who retire at or after age 55 with at least 60 months of credited 
service are entitled to a normal retirement benefit, payable monthly for life, equal to 2.50% of 
their final-average salary (final compensation) multiplied by their years of service.  Final-average 
salary is the employee’s average of the three or five fiscal years during which the employee had 
the highest average monthly salary.  Benefits fully vest on reaching five (non-hazardous 
employees) or fifteen (hazardous employees) years of service.  Vested non-hazardous 
employees may retire after 27 years of service regardless of age and receive full benefits or 
retire after age 55 and receive reduced retirement benefits.  Vested hazardous employees may 
retire after 20 years of service regardless of age and receive full benefits or retire after age 50 
and receive reduced retirement benefits.  The CERS also provides death and disability benefits.  
Benefits are established by State statute. 

      
Nonspendable $ 39,354   
      

Spendable:    
   Restricted:    
     Streets 16,552   
     T-21 Grant 253   
 16,805   
      

   Committed:    
     Fire Truck Funds 46,282   
     Police Car Funds 15,857   
 62,139   
      

   Assigned:    
     Abbey Donations 13,428   
     Media Donations 6,022   
 19,450    

     

   Unassigned 277,877   
      

       Total governmental fund balance $ 415,625   
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The payroll for employees covered by the CERS for the year ended June 30, 2013 totals 
approximately $180,600.  Covered non-hazardous and hazardous employees (hired before 
September 1, 2008) are required by State statute to contribute 5.00% and 8.00%, respectively, 
of their salaries to the plan. Covered non-hazardous and hazardous employees (hired after 
September 1, 2008) are required by State statute to contribute 6.00% and 9.00%, respectively, 
of their salaries to the plan The City is required by the same statute to contribute 19.55% and 
37.60% of the covered non-hazardous and hazardous employees' salaries, respectively, for the 
year ended June 30, 2013.   
 
Contributions required by the City for the following three fiscal years are as follows: 
 

Ten year historical trend information showing CERS's progress in accumulating sufficient assets 
to pay benefits when due is presented in the CERS Annual Financial Reports (which are a 
matter of public record). The most recent actuarial valuation is as of June 30, 2012.  The 
Commonwealth of Kentucky’s Comprehensive Annual Financial Report should be referred to for 
additional disclosures related to the CERS. 
 
 

7. RISK MANAGEMENT 
 
The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction 
of assets; errors and omissions; injuries to employees; natural disasters; and workers’ 
compensation claims.   
 
The City contracts with the Kentucky League of Cities Insurance Services (KLCIS), a local 
government risk pool to insure against workers’ compensation claims. 
 
The City purchases commercial insurance for various risks of loss due to torts, thefts, property 
damage, errors and omissions, injuries to employees and natural disasters.  Settled claims 
resulting from these risks have not exceeded commercial insurance coverage in any of the past 
three fiscal years.  The types and amounts of coverage provided the City’s commercial 
insurance carrier is as follows: 
 
General liability coverage - $6,000,000 in excess of $2,500 
Error and omissions coverage - $6,000,000 in excess of $2,500 
Auto and casualty coverage - $2,000,000 in excess of $2,500 
  
 

Fiscal Year End  
Required 

Contribution  
Percent 

Contributed 
  

June 30, 2013 $ 36,877  100%  

June 30, 2012 $ 41,148  100%  

June 30, 2011 $ 33,951 100% 
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8. LEASE AGREEMENT 
 
The City of New Haven entered into a 30 year lease with Amerigas Co. for land owned by the 
City. The City was paid the entire amount of the lease, $40,000 in advance. July 1, 1989 was 
the starting date of this lease.  At June 30, 2013, deferred revenue related to the lease included 
in the government-wide statement of net position was $8,000. 
 
 

9. JOINT VENTURE 
 
The City operates under an agreement with the Rolling Fork Volunteer Fire Department 
(RFVFD) in order to save on costs associated with providing fire services.  The City and the 
RFVFD hold joint title to the Fire House.  Under the agreement, the City pays operating costs 
and the RFVFD reimburses the City for half of all costs.  For the year ending June 30, 2013, the 
City received $1,873 in reimbursements from the RFVFD. 

 
 

10. CONTINGENCIES 
 
The City is party to pending civil suits that normally occur in the course of governmental 
operations. The financial statements do not include accruals or provisions for loss contingencies 
that may result from these proceedings.  While the outcome of these proceedings cannot be 
predicted, due to the insurance coverage maintained by the City, the City feels that any 
settlement or judgment not covered by insurance would not have a material adverse effect on 
the financial condition of the City.    
 
The City is subject to federal, state, and local regulations in regards to operating its waste water 
facility. Costs are routinely incurred to remove, contain, and neutralize existing environmental 
contaminates and these costs are generally expensed as incurred. Future costs for existing 
conditions are not readily determinable and are not reflected in the financial statements. 
 
 

11. SUBSEQUENT EVENTS 
 
Subsequent to year end, the City approved an ordinance increasing property tax rates assessed 
to $.2260 per $100 valuation for real property.   Motor vehicle taxes were unchanged at $.250 
per $100 valuation. 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REQUIRED SUPPLEMENTARY INFORMATION 
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Original 
Budget Final Budget Actual

Variance 
Favorable 

(Unfavorable)
Revenues:

From local sources:
Taxes:

Property 70,000$           70,000$           67,019$           (2,981)$           
Motor vehicle 8,500               8,500               10,381             1,881               
Utilities 37,000             37,000             39,786             2,786               
Bank deposit 7,500               7,500               7,280               (220)                
Insurance premium tax 80,000             80,000             106,591           26,591             

Business licenses 12,400             12,400             10,564             (1,836)             
Donations 6,500               6,500               12,073             5,573               
Earnings on investments 3,201               3,201               1,026               (2,175)             
Recreation department 11,050             13,083             23,943             10,860             
Grant revenues 600,000           1,083,500        5,000               (1,078,500)      
Other local revenue 66,834             16,759             13,760             (2,999)             

Total revenues 902,985           1,338,443        297,423           (1,041,020)      

Expenditures
Current:

General government
Administration 141,407           142,185           55,870             86,315             
Grant projects 600,000           1,085,000        75,065             1,009,935        

Public Safety:
Police 84,011             84,011             76,543             7,468               
Fire 34,083             26,800             19,442             7,358               

Public service:
Recreation 21,050             10,660             23,074             (12,414)           

Debt Service: 
Principal -                  -                  16,080             (16,080)           
Interest 14,283             14,283             5,608               8,675               

Capital outay 1,750               1,750               -                  1,750               

Total expenditures 896,584           1,364,689        271,682           1,093,007        

Excess (deficiency) of revenues over
  (under) expenditures 6,401               (26,246)           25,741             51,987             

Other Financing Sources:
Proceeds from the sale of property -                  -                  7,007               7,007               

Net change in fund balance 6,401$            (26,246)$        32,748 58,994$          

Fund balance, beginning of year 364,831           

Fund balance, end of year 397,579$         

 
Note A: The approved budget and amendments are legally enacted through passage of an ordinance 
authorizing the Mayor to administer the budget and to transfer necessary appropriations among 
departments. Additional budget appropriations must be approved by the City Commissioners. 
 
Note B: Actual expenditures and revenues are reported on the accrual basis of accounting. 
 
Note C: Deficiency of budgeted revenues and other financing sources over final budgeted expenditures 
and other financing uses is balanced with available fund balance. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED  

ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

 
 
To the Mayor and  
  City Commission Members 
City of New Haven 
New Haven, Kentucky 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, the business-type activities, the aggregate discretely presented component units, each major 
fund, and the aggregate remaining fund information of the City of New Haven, Kentucky, as of and for the 
year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise 
the City of New Haven, Kentucky’s basic financial statements and have issued our report thereon dated 
December 19, 2013. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the City of New Haven, 
Kentucky’s internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of New 
Haven, Kentucky’s internal control. Accordingly, we do not express an opinion on the effectiveness of the 
City of New Haven, Kentucky’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were 
not identified. However, as described in the accompanying schedule of findings and responses, we 
identified certain deficiencies in internal control that we consider to be a material weakness and a 
significant deficiency. 
 
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 
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timely basis. We consider the deficiency described in the accompanying schedule of findings and 
responses as 2013-1 to be a material weakness. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City of New Haven, 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 an instance of noncompliance that is required 
to be reported under Government Auditing Standards and which is described in the accompanying 
schedule of findings and responses as item 2013-2. 
 
City of New Haven, Kentucky’s Response to Findings 
 
The City of New Haven, Kentucky’s response to the findings identified in our audit is described in the 
accompanying schedule of findings and responses. The City of New Haven, Kentucky’s response was not 
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we 
express no opinion on it. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 
 

 
Bardstown, Kentucky 
December 19, 2013
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Finding 2013-1 
 
Condition: As part of the audit we noted that material adjustments were not identified by the 
City's internal control.  This is a repeat finding from the prior year. 
 
Criteria: City's management is responsible for establishing and maintaining internal controls 
over the application of transactions and the preparation of financial statements in accordance 
with accounting principles generally accepted in the United States of America (GAAP). 
 
Cause: The City did not identify all necessary adjustments to prepare GAAP basis financial 
statements.  
 
Effect: The design of the internal controls over financial reporting limits the ability of the City to 
provide accurate financial information in accordance with GAAP. 
 
Recommendation: We recommend City management and financial personnel continue to 
increase their awareness and knowledge of all procedures and processes involved in preparing 
financial statements and develop internal control policies to ensure all material adjustments are 
made.  The City may want to consider the use of another CPA or firm to assist with the 
preparation of the annual financial statements. 
 
Management Response: The City will consider the recommendation.  However, restraints on 
resources are such that it may not be feasible to hire an outside CPA or firm to assist with the 
preparation of the annual financial statements. 
 
Finding 2013-2 
 
Condition: During our audit, we noted that subsequent to June 30, 2013 the City violated the 
Kentucky Open Meetings Act (KRS 61.805 – 61.850) during the September Commissioners’ 
meeting. 
 
Criteria: The Kentucky Open Meetings Act prohibits information of public policy and public 
business from being conducted in closed sessions, with certain limited exceptions as provided 
for in KRS 61.810.  
 
Cause: The City went into closed session in order to discuss personnel and land acquisition 
matters as allowed by KRS 61.810.  However, the Council members inadvertently began 
discussing wage increases in the closed session in violation of the Kentucky Open Meetings 
Act. 
 
Effect: The City could potentially face fines or other sanctions from violating Kentucky Open 
Meetings Act. 
 
Recommendation: We recommend City offer training for Commissioner’s and management 
personnel to ensure compliance with applicable laws and regulations. 
 
Management Response: The City will make an effort to better train the City Commission by 
encouraging attendance at training seminars relating to all local government. 
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Finding 2012-1 
 
Finding repeated as 2013-1. 
 
 
Finding 2012-2 
 
Condition: During our audit, we noted that the City prepares monthly water, sewer, and garbage 
billing reports from the utility billing software (United Systems) to record the monthly accrual for 
service fee revenues and related accounts receivable.  
 
Current Status: The City now reconciles the monthly utility software reports to the general ledger 
for utility service revenues and receivables. 
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CERTIFICATION OF COMPLIANCE 
 

LOCAL GOVERNMENT ECONOMIC ASSISTANCE PROGRAM 
 

CITY OF NEW HAVEN, KENTUCKY 
 

For the Year Ended June 30, 2013 
 
 
 
 

The City of New Haven, Kentucky hereby certifies that assistance received from the 
Local Government Economic Assistance Program was expended for the purpose 
intended as dictate by the applicable Kentucky Revised Statutes. 
 
 
 

 
 
 
 
 
 




