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TICHENOR & ASSOCIATES, LLP

CEETIFIED PUBLIC ACCOUNT ANTS and MANAGEMENT COMSULTANTS

M MIDDLETOWN PARE PLACE SUITE C
LouEviLLE KY 40243

Business; (502 2450775
Fax: (502) 24540725

E-Man.: wticheroriftichenorassociates.com

To the People of Kentucky
Honorable Emie Fletcher, Governor
Jobin R, Farriz, Secretary
Finance and Adminisiration Cabinet
Honorable Bruce Ramsey, Wawne County Judge/Executive
Members of the Wayne County Fizcal Court

Independent Auditor’s Repor

We have aodited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the spgregate remaining fund information of Wayne County,
Kentucky, as of and for the year ended June 30, 2006, which eollectively comprise the County's basic
tinancial statements, as listed in the table of contents. These financial statements are the responsibility
of the Wayne County Fiscal Court.  Ouwr responsibility is to express an epinion on these financial
statements bazed on our audit.

We conducted our audit in sccordance with auditing standards generully aceepted in the United Seates
of America, the standards applicable to financial audits contained in Government_Auditing Standards
issued by the Comptroller General of the United States, and the Audit Guide for Fiscal Court Audits
issued by the Aoditor of Public Accounts, Commonwealth of Kentucky. Those standards require that
we plan and perform the audst to obiain reasonable assurance about whether the financial siatements are
free of material misstatement. An awdit includes examining, on a test basiz, evidence supporting the
amounts and disclosures in the financial stalements.  An andit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial stalement presentation. 'We helieve that our audit provides a rensonable basis for our Opinions.

As described in Note |, Wayne County, Kentucky, prepares its financial statements on 3 preseribed
hasis of accounting that demonsirates compliance with the modified cash basis, which is 3
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred 1o above present fairly, in all material reapects, the
respective financial position of the govermmental nctivities, the business-lype activities, each major fund
and the agpregate remaining fund information of Wayne County, Kentucky, as of June 30, 2006, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then
ended in conformity with the basis of accounting described in Note 1.

The County has chosen not to present the management's discussion and analysis that the Governmental
Accounting Standards Board {GASE) has determined is necessary to supplement, although not required
to be part of, the basic financial statements,

The budgetary comparison information is not a required part of the basic financial statements but is
supplementary information required by GASB. We have applied certain limited procedures, which
consisted principally of inquires of menagement regarding the methods of messurement and
presentation of the budgetary comparison schedules. However, we did not sudit the information and
EXPTESS 0D GRINion on it.
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To the People of Kentucky
Honorable Ernie Fletcher, Governor
John R, Farris, Secretary
Finance and Administration Cabinet
Honorable Bruce Ramsey, Wayne County Judge/ Executive
Members of the Wayne County Fizcal Court

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Wayne County, Kentucky's basic financial statements. The accompanying
supplementary information, combining fund financial statements, are presented for purposes of
additional analysis and are not a required pant of the basic financial statements, The BCCOMMPANYIng
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by ULS, Office of Management and Budget Circular A-133, Audits of States, Local Governments and
Mon-Profit Orgapizations, and is not a required part of the basic financial statements. The combining
fund financial statements and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all matenial respects in relation 10 the basic financial statements taken as a whole,

In accordince with Government Auditing Standards, we have also issued our report dated Movember 3,
2006, on our consideration of Wayne County, Kentucky's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agrecments ind other matiers. The purpose of that report is to describe the soope of our festing of
internal control over financial reporting and compliance and the results of that testing, and not 1o
provide an opinion on the internal control over financial reporting or on compliance. That report is an
mtegral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit,

Bazed on the results of our audit, we present the accompanyving comments and recommendations,
included herein, which discusses the following report comments:

* The Fiscal Count Should Enter Into A Written Agreement With The Depository Instilution
Stating Collateral Will Be Pledged To Protect Deposits
®  The Jail Canteen Lacks Adequate Segregation OF Duties

Respectiully subamitted,

Tichenor & Associates, LLP

Audit fieldwork completed -
Mowvember 3, 2004
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WAYNE COUNTY OFFICIALS

For The Year Ended June 30, 2006

Fizeal Court Members:

Bruce Ramsey County Judge/Executive
Jerry Sloan Mapisirate
Jesze Jones Magisirale
Ricky Worley Magistrate
Wade Upchurch Magistrate
Criher Elected Officials:
L. Lee Tohbe County Altormey
Ray Upchurch Tailer
Carol Jones County Clerk
Richard Motrow Circuit Court Clerk
James L. Hill Shenff
Bobby Upchurch Property Valuation Administrater
Marvin 3, Hicks Coroner

Appointed Personnel:
Barbara Gehring

County Treasurer

Barbara Hugen Crecupational Tax Collector
Pegay Edwands Finence Officer

Sue Thompgon Payroll Officer

Tony Blevins Koad Supervizor

Kathy Piercy

Jail Administrator



WAYNE COUNTY
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

Jume 3, 2006



ASSETS
Current Assets:
Cash and Cash Equivalents
Motes Heceivable (Cable System)
Total Current Assels

Moncurrent Assels
Notes Receivable (Cable System)

Capifal Azsets - Net of Accumulaied

Depreciation
Construction In Progress
Land and Land Improvemeanis
Duildings
Other Equipment
Yehicles and Equipment
Infrastruciure Asseds - Met
of Deprsciation
Total Moncursent Assels
Total Assets

LIABILITIES
Current Lizhilities:;
Revenue Bonds Pavahle
Financing Obligations Payable
Tatal Curreni Lizbilites

Noncurrent Liabilities:
Revenue Bomds Payahble
Financing Obligations Pavable
Tatal Moncurrent Liabilities
Total Liahilities

NET ASSETS
[nvested o Copital Asseds,
Met of Related Dehe
Reatrieted For:
Capual Projeces
[rebt Service
Unrestricted
Toial Met Assels

WAYNE COUNTY
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

June 30, 2HK

Pape 5

Primary Government
Govermmental — Business-Type
Activithes Activities Totals
3 LITL522 % 115586 & 1,287,108
BG4 9,423
1,260,245 115,586 1,376,531
69117 2,049,117
6, 340067 1,038,561 B AR 628
931035 L1D312 Likg,347
3,827,320 B0, 464 4,717 854
368, 1K BAT7L 37080
647,478 2,300 649,778
1,271,619 1,271,619
13,355,345 2,650, 108 L#,205 453
16,816,290 2705604 19581 984
445,000 443,000
L78,635 1900 LE6, 115
623,635 130K 631,133
11,135,000 11,135,000
2,243 874 52,500 2,296,379
13.378,579 52,500 13,431,379
140002,514 500, (D 14,062,514
L.642,254 2,590,108 4,232 362
251,240 251,240)
19,204 19204
901 678 [13,586 1016 664
¥ O2EITTE OB 2,705,694 % ::-,S]':'-l,d'.'ﬂ-

The pecompanying notes are an integral part of the financial saiements,



WAYNE COUNTY
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 200G
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WAYNE COUNTY
STATEMENT OF ACTIVITIES - MOIMFIED CASH BASIS

For The Year Ended June 30, 2006

Proprais Revenues Received

Operating Capital

FanctionsPrograms Chargis Fer Granis and irands and
Repariing Emtity Expenses Hervices Contributbens Coniributions
Primary Governmeni:
Govemmenial Activities:

Cienenl Covamment 1 1,724,003 £ TEX 175 7 418,122 5

Pratestion o Parsons and Prapey 580,520 1,32 350 1137

Cieneml Heilth aml Sanstataon 2774

Epcinl Sarvices 54,0000

Rocreatiom and Culiure 22.277

Foads o75,51K | 340 647

Adrpiis 0 AL6

Ohher Tresporation Facilites and Services fi, 008

Dipk Service w695

Capatal Projects 410,03 fifl 22U

Total Gevernimentsl Activitics 7,135,131 1_11]4& 1,770, 164 fifidl T34

Basimess-type Activities:

Jadl Carleen ITale K2 216 L JORT

Aipant, Beoanl 161 #14 Al 3T 35,553 14974110

Tintal Busness-type Activitics 473420 173,153 A6 Gl 1497411
Taal Promary Govermmisd £ 7.008,.552 g 2477 044 5 ILE16805 £ 1,164 040
———— T e

General Revenmes:
Tazes
Real Property Thxes
Personal Property Taxes
Mobar Vehicls Taxes
Cicoupatinnal Taxes
Dither Taxes
Excess Fees
Miscellansous Hevenues
Inierest bntome

Total Cieners] Révmues
Chanpe o MNel Azsels
et Asseis - Beginning {Restoted) {Noe 11)

et Arsels - Ending

The accompanying notes are an integral part of the financial stalements.



WAYNE COUNTY

STATEMENT OF ACTIVITIES - MOIMFIED CASH BASIS

For The Year Ended Jane 30, 20

{Continmed)

and Changes in Nei Asseis

Set [Exprases) Revemues

Frimury Government

Grovernmental Busimess-Type
Activities Activities Talaly
] e |1 7 (323, M0)
(1,247 DA} {1,247 OkH)
(A, 274} (402.274)
(34,0000 [RERELH ]
(22377 [22377)
365024 365,129
(40.414) (40.4145)
{6040 (1,000
{900.695) MM, 6%5)
135,160 115,160
(2596, 207} [2.594,20T)
{18,703) (IET13)
| 468,897 1 464,97
1444, 184 1.446.154
] (2,5%6,M1TF 3§ lA46, 184§ 11,1 50,023)
£ 27204 5 ] 72,141
HERICS EERICY
05,954 bR
1395 4TR 12547k
1,168,144 L. 168,144
148,500 14K,500
147,736 147,786
73,841 443 i
1644 BT 43 3,645,432
1.C4E 630 I 440,730 2495409
LTG5 0194 | 25K, W65 3024061
5 23013776 § 17560 8 5509470
=

The accompanying nodes ore an integral par of the finoncisl statements,

Page B



WAYNE COUNTY
BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

June 30, 2006
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WAYNE COUNTY
BALANCE SHEET - GOVERNMENTAL FUNDS - MODMFIED CASH BASIS
Jume 30, 200G
Justice Detention
Center Facility
Ceneral Haad Jail Project Project
Fund Funil Fund Fund Fumncl
ASSETS
Cash and Cash Eguivalents £ 7502 5 80,155 § 43,125  £251.240 5 L, 204
Total Asseis i TSTIEJ 5 D155 8§ -13-']25 $251,240 £ 19,2
FUND BALANCES
Rezerved for:
Encumbrances 3 LY T 1 . HR.751 0§ 43397 % i
Unreserved:
General Fund i, 055
Special Revenuwe Funids 11,4404 (272}
Capital Projects Fund 251,240
Debt Service Fund 19,204
Tatal Fund Balances £ T57.347 0§ 0155 § 43125 B251.20 8§ 19,204
R ———— =

The accompanying niotes are an integral part of the frascial statements.



WAYNE COUNTY

BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

Jume 3, 20006
{Continued)
MNon- Tatal
Major Giovernmental
Funds Funds
ABSETS
Cash and Cash Equivalents i A5 5§ 1171522
Tedal Asseds ] Eh:’rﬁ-ﬁ- 3 L1522
FUNID BALANCES
Reserved for
Encumbrances 5 5 203335
Unreserved:
Gieneral Fund fifafa (155
Special Revenue Funds 20,556 31,688
Capital Projects Fund 251,240
[eht Service Fund 14204
Total Fund Balances i 2556 8 11T ISEE

Reconciliation to Statement of Nel Assets;

latal Fund Balonces

Amounts Reported For Governmental Activities In The Sistemen

OF Met Assets Are [Different Because:

Capifal Assets Used in CGovernmental Activities Are Not Frnancial Besources

And Therefore Are Mot Reported in the Funds.
Agcumulated Depreciation
Receivable {Cable System)

Long-term debt is not due and payable in the current pericd and, therefore, 15 not

reporied in the funds.
Fimamcing Obfigations
Bomded Debt

Met Aggets Of Governmental Activitics

The accompanying notes are an integral part of the financial statements.
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§ 1,171,522

14,582,217
15, 0 )
2,158,540

(2,422 514)
(11,580,000)

¥ 2B13,776
———————— "



WANYNE COUNTY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS - MOIMFIED CASH BASIS

For The Year Ended June 30, 2006



REVENUES
Taxes
In Lieu Tax Payments
Excess Fegs
Licenses and Permits
Intergovernmental
Charges for Seevices
Mizeellaneous
Interast

Total Revenuwes

EXFENDITURES

General Government
Profection 1o Persons and Property
Cienernl Health and Sanitotion
Socinl Services
Recreation ond Culture
Roads
Adrpons
Road Facilities
Diebt Service
Capital Projects
Adlministration

Ternl Expenditures

WAYNE COUNTY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2006

Page 13

Excess {Deficiency) of Revenues Over

Expenditures Hefore Other
Financing Sources (Lsas)

ther Financing Sources (Uses)
Bond Bsuance Fremiums
Bond lssuance Discounts
Deht Issnanes

Payments to Refended Bond Eserow Agent

Transfers From Other Funds
Transfers to Other Funds

Total Other Financing Sources {Uses)

Met Change in Fund Balances

Fund BEalances - Beginning [Restated) {Note 113

Fund Balances - Ending

I'he accompanying notes ane an integral part of the financial stutements.

Justice
Gremeral Road Juil Center
Fumil Fund Funil PFraject Fund
B OLe42A13 5 5
207,698 Gy
148,500
27,974
530,045 1,563,344 1,254,141 i, 224
TRZ 175 38,215
26,701 10060 30,919
5917 7,657 Hil 9215
4,471,673 1,571,6A7 1,363,004 A3 A58
001,982 5,203
1,454 862 1,103,208
397 674
54,0000
22217
1,573,713
A 216
i, (a1}
5,842 2.000 i84.342
4290060
954,254 T, 205 177,853
1951 313 1,656,032 1,283,054 Lil®4814
520,360 (82,365} B, 042 {345 356)
{1,630}
360,000
54 650 46,327 150,000
(307,246} {20,000) (264,100}
(232,596} 126,327 (104, 1Eh0Y 558,370
267,764 41,962 {3,058} 213,004
489,474 3, 193 T7.0E3 38,226
] 757242 % N E I 43125 % 251,240
1= = L = ==
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WAYNE COUNTY
STATEMENT OF REVENLUES, EXPENINTURES,
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS . MODIFIED CASH BASIS
For The Year Ended June 30, 2006
{Continued)

Dhetention Mon- Total
Facility Major Governmenial

Project Fund Funds Funis

REVENUES
Taxes L £ 3328 I Zsasad)
In Liew Tax Paymens . 2188354
Excess Feps 148 500}
Licetiges and Permies 17,974
[ntergovesnmental 6,756 4, 140465
Charges lor Servicas B20,3%0
Miscellaneous LN
Interest 30,152 7 53,843
Tatal Revenues 3,152 B,171 g,192217
EXPENDITURES
Genernl Governmend 717 23,214 1021118
Protection to Persons and Propesy 20,400 1,587,553
General Health and Sanitation 397,674
Social Serviges F4,000
Recreation and Culbure 23177
Roads 1,573,783
Armpons A0 A6
Road Facilities i, 141
Dbt Servcs T21,633 1,314,018
Capital Projects 420,060
Administrxtion 3, 294 1,244,617
Total Expenditures 722,350 9,002 B i 565
Excess {Dreficiency) of Revenues Civer
Expenditures Before Other
Financing Sources {Lises) (692, 1 98] 21,169 (404, 14K
Other Financing Sources (Uses)
Bond lssuance Premioms 26,547 26 547
Bond Issuance Discounts {1,630)
Dbt Issuance 4 135 005 4,605,000
Payments to Refunded Bond Escrow Agent {4,125 (K1) (4,125,000
Tranafers From Otler Funds 264, 10} 1,919 G250
Transfers to Other Fands 134, 650) (525,996)
Tatal (her Financing Sources {Llses) 0,647 (23,7311 5544917
Met Change in Fund Balances (391 ,551) {2,562) s
Fund Balances - Beginning {Bestated ) (Mate 1 1) 410,755 23,118 1,074,953
Fund Balances - Ending b 19204 % 2556 £ 1171523
e = .. —_— s

The accompanying notes are an integral part of the financial sialements.



WAYNE COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 20046
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WAYNE COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENIMTURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 305, 2006
Reconciliation to the Statement of Activities:
Net Change in Fund Balances - Total Governmental Punds 5 96,564
Governmental Funds report capital outlays as expenditures. However, in the

Statemsent of Activities the cost of those assets are allocated aver thetr
estimated wseful lives and reported as depreciation expense.

Capital Ouilay L, 294034
Crepreciation Expense (237.661)
Mies Recsivable principal received are receipted in the Governmental Funds
as source of current financial resources. These tmnsaction have no effect on nel asseds. (86, T4}

The issuance of leng-term debt {e.g. bonds, leases] provides current

financinl resources to governmental fumis, while fimancing obligation

and hond principle payments are exponsed n the govermental funds a5 n use

of current financin] resources, These transactions, however, have no effect on net pssets

Hanil [ssuwe Proceeds {4,695 KKl
Financing Chiligations Payments 172,534
Bamnd Payments 4, 5015 (kK]
Change in MNet Assets of Governmental Activities 5 1,048 680

The secompanying netes are an integral par of the finoncial statements.



WAYNE COUNTY
STATEMENT OF NET ASSETS - FROPRIETARY FUNDS - MODIFIED CASH BASIS

June 30, 2004
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WAYNE COUNTY
STATEMENT OF KET ASSETS - PROPRIETARY FUNDS - MODIFIED CASH BASIS

Jume X0 ki
Business-Type
Activities -
Enterprise
Funds
Jail Airpaort
Cantern Board
Fund Fund Tolals
Assels
Curreil Assets:

Cagh and Cash Equivalenis i 37012 % TE.5T4 8 115,580
Total Current Aszets 37,012 THE, 574 115,586
Moncurrent Assets:

LCapital Aszols

Land and Land Irtprosvements 110302 110,312

Buildinga 1.161,952 1,161,952

Construction in Progress 1638361 1,638 561

Vehicles and Equipmeni 13,568 9500 23,068

Lezs Accumulated Depreciation (5,197 (278, 588) (281, 785)
Todal Moncurrent Assels 5371 T 641,737 2 650,108
Todal Assets 45,383 2720311 2, Th3 694
Linhilities
Current Linhilities:

Finnncing Cfligations 7,504 7,500
MNoncurrent Liabilities:

Financing Ohligations 52,500 52 500
Tatal Liakilities i, 1k Gill Ml
Met Assels

Invested in Capital Asseis,

Met of Related Deba 8,371 2.581,747 2,590,108

Unrestricted 37012 78,574 115,586
Todal Met Assets £ ﬁ,?lai_ ls 26060311 % !I?I:I.‘E-,ﬁlil-i

The accompanying notes are an integral part of the financial statements,



WAVNE COUNTY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -
FROPRIETARY FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2006
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WAYNE COUNTY
STATEMENT OF REVENUES, EXFENSES, AND CHANGES IN FUND NET ASSETS -
FROPRIETARY FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2k

Busineas-Type

Aetivities =
Entlerprise
Funds
Jdail Adrpori
Canteen Board
Fumi Fumed Total
Operating Hevenues
Cantean Receipts § 2EX216 & 5 282,216
Adrpor Becedpis 20,037 o0.a57
Total Crpervting Revenues I8 216 G0 %37 173,153
hperating Expenses
Cost of Sales 1HG A6 107, 168 101 584
Comimisaions 1.55% 1,559
Coniract Labor 2.534 1534
Dues and Subscriptions 2,694 2,604
Educationnl and Recreational 13850 1,836
Ihzwrance 035 B.0315
Labor and Materials 450 2430
Personnel Cosig a4, 61E M, G1E
Bepairs and Maintenance 3,995 3,995
Sales Tax 11,665 3,891 17,550
[repreciation 1,563 20,023 21,588
Inlerest 1,350 1,350
Miscelluneous i 444 1386 REED
Litilindes 1439 1,434
Total Operating Expenses 282 614 Linl 404 444018
Operating Income (Loss) LIORY (70,467 (T, E65)
Nonoperating Revenues (Expenses)
Interest Income 545 545
CHhier Beceipts 1.4%5 811 F499.811
Transfers [n 33,553 35,553
Trangfers D (%,739) (8,739
Inmate Pay From State L1087 11,087
Inmate Refunds (20663} 2064837
Total Monoperating Revenwes
[Expenses) [LE315) 1,535,000 1,517,594
Change In Net Asaeds [I8,713) 1,465,442 1,446,729
Total Met Assets - Beginning [Restated ) (Mate 115 4,096 1,194 E60 I, 258 45
Total Met Assets - Ending 3 45,383 § 266031 1 5 1705694

*‘;‘—

The accompanying noles dre an integral part of the financial sialemenis.



WAYNE COUNTY
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2006



WAYNE COUNTY

Page 22

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS - MODIFIED CASH BASIS

For The Year Ended Juwe 3, 2006

Cash Flows From Operating Activities

Receipis From Customers
Cost of Sales
Commissions
Contract Labor
Dres and Subscriptions
Educational 2nd Becrentional
Insurance
Personne] Costs
Latos and Materials
Inierest
Repairs and Mainienancs
Sales Tax
Miscellaneous
Littlities

Met Cash Provided By

Operaling Aclivities

Cash Flows From Noncapiial
Fimancing Activitles
Inmnte Pay From State
Transfers In
Transfers {3
Inmate Refunds on Accounis
Med Cazh Provided By Noncapital

Finansing Activities

Casli Flows From Capiial and
Related Financing Acilviries
State and Federal Monies
Borrowed Maoney
Capital Oulay
Med Cash (Used) Provided By
Capital and Related Financing
Activities

Buosiness-Type

Axtlvitles -
Enterprise
Fumds
Jail Alrport
Canteen Board
Fund Fund Totals
¥ M6 § p0937  §F 3Tiasa
(185.4146) (107, 168) (252 584)
[1.559) {1,559}
[2,534) {1,534)
(2,694 {2,694}
(10, 855) [10,856)
(9,935 {9,935)
(06 61 B) [fal, 617 3}
[2,430) 2,430)
(13503 {1,350)
[3,995) {3,9495)
(11,6650 (5,851 (17.556)
(f, 448} (2386} {B.280)
[1,439) {1,439}
1,167 [50,444) (49,297}
11,0687 L1087
55,553 35,553
(B, 730 (8,739}
L2663 LA 665
(18,115) 35,553 I 7,238
299,812 499812
(1,473 1462} 11,473 162)
20,5650 26,650

I'me eccompanying notes are an integral part of the financial statemenis,



WAYNE COUNTY

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS - MODIFIED CASH BASIS
For The Year Ended June 34, 2006

(Continued)

Nusiness-Type

Activities -
Enterprize
Funds
dnil Alrport
Canieen Board
Fund Fund Tatnls
Cnsh Flows From Investing Activities
Interest Eamed 5 3 545 % 345
Met Cosh Provided By
Investing Activities 545 545
Met Increase (Decrease) in Cash and Cash
Equivalents (17,148} L2504 (4. K44
Cash and Cash Equivalents - July 1, 2003 54,160 563,270 1201430
Cash and Cash Equivalents - Tune 30, 2004 ¥ P00 L TESTE 5 115.58a
e =
Keconcilintion of Operating Income o
Met Cash Provided {Used) by Operating
Actividies
Operating Income (Loss) 5 (38 & (Y0487 8§ [TD,E65)
Adpestments to Reconeile Operating
Imcome To Met Cash Provided {Used)
By Opemting Activities
Degrreciation Expense 1,565 20,023 11,588
Met Cash Provided By Operating
Activiti 44}
clivities L LIGT & (50444) 5 (49277

[he accompanying notes are an integral pant of the Grancial siatements.
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WAYNE COUNTY
NOTES TO FINANCIAL STATEMENTS

June 30, 2006
Note 1. Summary of Significant Accounting Policies
A. Basis of Presentation

The county prepares its government wide and fund financial statements in accordance with a modified
cash basis of accounting, which is a comprehensive basis of accounting other than accounting principles
generally accepled in the United States of America. Under this basis of accounting, nsscts, liahilities,
and related revenues and expenditures are recorded when they result from cash transactions, with a few
exceptions. This modified cash basis recognizes revenues when received and expenditures when paid.
Notes receivable are recognized on the Statement of Met Assets, but notes receivable are not included
and recognized on Balance Sheet - Governmental Funds. Property tax receivables, accounts payable,
compensated absences, and donated assets are not reflected in the financial stalements.

Encumbrances lapse at year-end and are not reflected on the Statement of Net Assets and Statement of
Activities; however encumbrances are reflected on the Balance Sheel - Governmental Funds as part of
the fund balance {Reserved for Encumbrances).

The State Local Finance Officer does not require the county to report capital assets and infrastructure;
however the value of these assets is included in the Statement of Met Assets and the corresponding
depreciation expense is included on the Statement of Activities.

B. Reporting Entity

The financial statements of Wayne County include the funds, agencies, boards, and entities for which
the fiscal courl is financially accountable, Financial accountability, as defined by Section 2100 of the
Governmental Accounting Standards Board (GASB) Codification of Governmental Accounting and
Financial Reporting Standards. ns amended by GASB 14 and GASE 39, was determined on the basis of
the government's ahility to significantly influence operations, select the governing authority, participate
in fiscal management and the scope of public service. Consequently, the reporting entity includes
organizations that are legally separate from the primary government. Legally separate organizations are
reported as compenent units if either the eounty is financially accountable or the organization’s
exclusion would cause the county’s financial statements o be misleading or incomplete,  Component
units may be blended or discretely presented, Blended component units either provide their services
exclisively or almost entirely to the primary government, or their governing bodics are substantively
the same as the primary government. The county has no discretely presented component units,

Blended Component Units

The following legally scparate organizations provide their services exclusively tw the primary
government, and the fiscal courl is able to impose its will on this organization, These organizations’
balances and transactions are reported as though they are pant of the county's primary government USing
the blending method,

Wayne County Public Properties Corporation

The fiscal court appoints a voting majority of the Public Properties Corporation’s governing board and
has the ability to impose its will on the goveming board. In addition, the fiscal court is financially
aceountable and legally obligated for the debt of the Public Properties Corporation, The Public
Properties Corporation’s financial information iz reported in the Justice Center Project Fund and
Detention Facility Project Fund.
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(Continued)

Note L. Summary of Significant Accounting Policies (Continued)

B, Reporting Entity (Continued)
Blended Component Units (Continued)

Wavne Counly Adrpoert Board

The Wayne County Airport Board (the Board) was established 1o oversee the operations of the Wayne
County Airport. The Board does not have separate corporate powers from those of the Fiseal Court,
Therelore, management must include the Board as a component unit and the Board's financial activity
has been blended with that of the Fiscal Court. The Board's financial information is reporied in the
Airport Board Fund.

C. Wayne County Elected Officials

kentucky law provides for election of the officials below from the geographic area constituting Wayne
County., Pursuant to state statute, these officials perform various services for the Commonwealth of
Kentucky, its judicial courts, the fiscal courd, various cities and special districts within the county, and
the board of education. In exercizing these responsibilities, however, they are required fo comply with
state laws.  Audits of their financial statements are issued separately and individually and can be
obtained from their respective administrative offices. These financial statements are nof required to be
included in the financial statements of Wawvne County, Kentucky.

Circuit Court Clerk

County Aflormey

Property Valuation Administrator
Couniy Cleck

County Sherifl

. Government-wide and Fund Financial Statements

The government-wide and fund financial statements (Le., the statement of net assets and the statement
of activities) reporl information on all of the non-fiduciary activities of the primary government and its
non-fiduciary component units, For the most part, the effect of interfund activities has been removed
from these statements. Govemnmental activities, which normally are supported by taxes and
intergovernmental revenues, are reporied scparately from business-type activities, which rely to a
sighificant exlent on sales, fees, and charges for suppert. Business-type revenues come mostly from
fees charged to external parties for goods or services. Fiduciary funds are not included in rhese
financial statements due to the unavailability of fiduciary funds to aid in the support of govemment

programs.

The statement of net assets presents the reporting entity’s non-fiduciary assets and liabilities, the
difference between the two being reported us net assets. Net assets are reported in three categories:
1) invested in capital assets, net of related debt - consisting of capital assets, net of accumulated
depreciation and reduced by outstanding balances for debt related Lo the acquisition, construction, or
mmprovement of those assets; 27 residcied net assels - resulting from constraints placed on net assets by
creditors, grantors, contributors, and other external parties, including those constrainis imposed by law
through constitutional provisions or enabling legislaton; and 3} unrestricted net assets - those assets
that do not meet the definition of restricted net assets or invested in capital assets,
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(Continued)

Note L. Bummary of Significant Accounting Policies (Continued)
I Government=wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues., [Direct expenses are those that are clearly identifinble with » specific
function. Progrum revenues include: 1) charges to customers or applicants who purchaze, use, or
directly benefit from goods, services, or privileges provided by a given function; 2) operating grants and
contributions; and 3) capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function.  Intemally dedicated resources such as taxes and
unrestricted state funds are reported as general revenues,

Funds are characterized as cither major or non-major, Major funds are those whose assets, liabilities,
revenues, or expendituresfexpenses are al least ten percent of the corresponding total (assets, liabilities,
ete.) for all funds or type (govemmental or proprietary) and whose tolal assels, linbilities, revenues, or
expenditures’expenses are al least five percent of the corresponding total for all govemmental and
enterprise funds combined. The fiscal court may also designate any fund as major.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individval governmentil funds and major enterprise funds are reported as separate columns in the
financial statements.

Governmental Funds

The primary government reports the following major govemmental funds:

General Fund - This is the primary operating fund of the fiscal court. It accounts for all Gnancial
resources of the general govemment, excepl where the Govemor's Office for Local Development
requires o separate fund or where management requires that a separate fund be used for some function.

Road Fund - This fund is for road and bridge construction and repair. The primary source of revenue
for this fund iz state payments for truck licenses distribution, municipal mad aid, and transpontation
grants. The Govemnor's Office for Local Development requires the fiscal court to maintain these
receipts and expenditures separately from the General Fund,

Jail Fund - The primary purpose of this fund i3 10 account for the jail expenses of the county. The
primary sources of revenue for this fund are reimbursements from the state and federal povernment,
payiments from other counties for bousing prisoners, and transfers from the Ceneral Fund, The
Governor's Office for Local Development requires the fiscal court 1o maintain these receipts and
expenditures separately from the General Fumd.

Detention Facility Project Fund - This fund sccounts for the accumulation of resources for the payment
of long-term debt principal and interest for the Wayne County Detention Facility and is a part of the
Public Properties Corporation.  The Public Properties Corporation issued debt to build a detention
facility and has entered into a contract, lease, and option with the County. The Governor's Office for
local Development does not require the fiscal court to report or budget these funds,
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(Contimued)

Note 1. Summary of Significant Accounting Policies (Continued)

D. Government-wide and Fund Financial Statements (Continued)

Governmental Funds (Continued)

Justice Center Project Fund - This fund accounts for the funds used for construction of a new Justice
Center and is o part of the Poblic Properties Corporation, a blended component unit of the county, The
Fublic Properties Corporation issued debt to build the Justice Center and has entered info o contract,
lease, and option with the County and Administrative Office of The Courts (ADC), Commonwealth of
Kentucky. The Govenor's Office for Local Development does not require the fiscal court 1o report or
budget these funds,

The government also has the following non-major governmental funds: Local Government Economic
Asgistance Fund, Homeland Security Fund, Emergency Management Fund, and Timberland Tax Fund.

Specinl Revenue Funds;

The Road Fund, lail Fund, Local Government Economic Assistance Fund, Homeland Security Fund,
Emergency Management Fund, and Timberland Tax Fund are special revenue funds. Special revenue
funds are used to account for the proceeds of specific revenue sources and expenditures that are legally
restricted for specific purposes.

Cupital Projects Fugd:

The Justice Center Project Fund iz a capital projects fund. Capital projects funds are used to nccount for
the financial resources to be used for the acquisiton or construction of major capital facilities.

Debt Service Fund:

The Detention Facility Project fund is a debt service fund. Debt service funds are used to account for
the accumulation of resources for, and the payment of general long-term debt prineipal and interest,

Generally and except as otherwise provided by law, properly taxes are assessed as of Junuary 1, levied
(mailed) November |, due at discount November 30, due at face value December 31, delinguent Tanuary
| following the assessment, and subject to lien and sale the 3™ Saturday in Aprl following the
delinquency date.
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Note I.  Summary of Significant Accounting Policies (Continued)

D.  Government-wide and Fund Financial Statements (Continued)

Propriciary Funds

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with proprietary funds’ principal ongoing operations. All revenues and expenses not
mecting this definition are reported as non-operating revenues and expenses. The principal operating
revenues of the county's enterprise funds are charges to customers for sales and services in the Jail
Canteen Fund and the Airport Board Fund. Operating expenses for the enterprise funds include the cost
of sales and services, administrative expenses, and depreciation on capital assets. The government has
elected not to adopt Financial Accounting Standards Board (FASB) Statements or Interpretations issued
after November 30, 1989, unless the Govemnmental Accounting Standards Board {GASB) specifically
adopts such FASH Statements or Inlerpretations,

The primary government reports the following major proprietary fund:

Jail Canteen Fund - The canteen operations are authorized pursuant to KRS 441.135(1), which allows
the jailer to sell snacks, sodas, and other items to inmates. The profits generated from the sale of those
wetns are to be used for the benefit or recreation of the inmates, KRS 441.135(2) requires the jailer to
maintain sccounting records and report annually to the county treasurer the receipts and dishursements
of the Tail Canteen Fund.

Adrport Board Fund - This fund is used 1o account for the operations of the Wayne County Airport.
Operating revenues of this fund are derived mainly from fuel and water sales and the rental of hangar
space at the airport. Operating expenses consist mainly of the cost of sales, office expenses and
depreciation.

E. Cash and Cash Equivalents

The government’s cash and cash equivalents are considered 10 be cash on hand, demand deposits,
certificates of deposit, and short-term investments with original maturities of three months or less from
the date of acquisition,

KRS 66.480 authorizes the county to invest i the following, including but not limited to, obligations of
the United States and of its agencies and instrumentalities, obligations and contracts for future delivery
or purchase of obligations backed by the full faith and credit of the United States, obligations of any
corporation of the United States government, bonds or certificates of indebtedness of this state, and
certificates of deposit issued by or other interest-bearing accounts of any bank or savings and loan
instilution which are insured by the Federal Deposit Insurance Corporation (FDIC) or which are
collateralized, to the extent uninsured, by any obligation permitted by KRS 41.240(4).
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(Continued)

Note 1. Summary of Significant Accounting Policies {Continued)
F. Capital Assels

Capital assets, which include fand and land improvements, buildings, furniture and office equipment,
building improvements, machinery, equipment, and infrastructure assets {roads and bridges) that have a
useful life of more than one reporting period based on the government's capitalization policy, are
reparted in the applicable governmental or business-type activities of the government-wide financial
statements. Such assefs are recorded at historical cost or estimated historical cost when purchaged or
constructed,

Costs of normal maintenance and repairs that do not add 10 the value of the asset or materially extend
the asset's life are not capitalized. Land and Construction In Progress are not depreciated, [nterest
incurred during construction is not capitalized, Capital assets and infeastructure are deprecinted using
the straight-line mesthod of depreciation over the estimated useful life of the asset.

Copitnhization  Useful Life

Threshold {Years)
Land and Land Improvements 5 12,500 10-60
Buildings and Building Improvements 25,0000 10-735
Machinery and Equipment 2,500 3-25
Yehicles 2,500 3-25
Infrastruciure 20,000 141500

fz. Long-term Ohligations

In the govemment-wide financial statements and proprietary funds in the fund fnancial statements, long
term debt and other long-term obligations are reported as liabilities in the ipplicable financial
statements, The principal amount of bonds, long-term loan egreements, and financing obligations nre
repaorted,

[ the fund financial statements, povernmental fund types recopnize bond interest, as well as bond
issuance costs when received or when paid, during the current period, The principal amount of the debt
and interest are reported as expenditures, Issuance costs, whether or not withheld from the actual deb
proceeds received, are reported as expenditures. Debt proceeds are reported as other finaneing sources.

H. Fund Equity

In the fund financial statements, the difference between the assets and linbilities of povernmentnl fupds
is reported as fund balance. Fund balance is divided into reserved and unreserved components, with
unreserved considered available for new spending. Unreserved fund balances may be divided into
designated and undesignated portions. Designations represent fiscal court's intended uze of the
resources and should reflect actual plans approved by the fiscal court.

Governmental funds report reservations of fund balance for amounts that are legally restricted by
outside parties for use for 4 specific purpose, long-term receivables, and encumbrances.
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Note 1. Summary of Significant Accounting Policies (Continued)
H. Fund Eguity {Continued)

"Reserved for Encumbrances” are purchase orders that will be fulfilled in a subsequent fiscal peried.
Although the purchase order or contract creates a legal commitment, the fiscal court incurs no liability
until performance has occurred on the part of the party with whoem the fiscal court has entered into the
arrangement. When a government intends to honor outstanding commitments in subsequent periods,
such amounts are encumbered. Encumbrances lapse at vear-end and are not reflected on the Statement
of Met Assets and Statement of Activitics; however, encumbrances are reflected on the Balance Sheet -
Governmental Funds as part of the fund balance.

I.  Budgetary Information

Annual budgets are adopted on a cash basis of accounting and according to the laws of Kenlucky as
required by the State Local Finance Officer, Formal budgets are not adopted for the Public Properties
Corporation Fund, the Jail Canteen Fund, or the Airport Board Fund.

The County Tudge/Executive is required to submit estimated receipts and proposed expendinures to the
fiscal court by May 1 of each year. The budget is prepared by fund, function, and activity and is
required to be adopted by the fiscal court by Julv 1.

The fiscal court may change the original budget by transferring appropriations at the activity level;
however, the fiscal court may not increase the fotal budget without approval by the State Local Finance
Officer. Expenditures may not exceed budgeied appropriations at the activity level,

J, Joint Venture

A related organization is an entity for which a primary government is not financially accountable. It
does not impose will or have a financial benefit or burden relationship, even if the primary govemment
appoints & voling majonty of the related organtzation’s goveming board. Based on these criteria, the
following are considered related organizations of Wayne County Fiscal Court:

Tri-County Animal Control is considered a joint venture with Wayne, Clinton and Cumnberland County
Fiscal Courts,

Monticello-Wayne County Park is considered a joint venture with the Wayne County Fiscal Court and
the City of Monticello.

Community Telecom Services is considered a joint venture with the Wayne County Fiseal Court and the
City of Monticello,
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MNote 2. Deposits

The county maintzined deposits of public funds with depository instilutions insured by the Federal
Deposit Insurance Corporation (FDIC) as required by KRS 66.480(1 Hd). According to KRS 41.240(4),
the depository institution should pledge or provide sufficient collateral which, together with FDIC
insurance, equals or exceeds the amount of public funds on depaosit at all times. In order to be valid
against the FDIC in the event of failure or insolvency of the depository institution, this pledge or
provision of collateral should be evidenced by an agreement between the county and the depository
institution, signed by both parties, that is {a) in writing, (b) approved by the board of directors of the
depository institution or its loan committes, which approval must be reflected in the minutes of the
board or committee, and (c) an official record of the depository institution, However, two of the
depository institutions did not have written agreemenis with the county stating that collateral will be
pledged to protect deposits.

Custodinl Credit Risk — Deposits
Custodial credit misk is the risk that in the event of a depository institution's failure, the government's
deposits may not be retorned to it The County does not have a deposit policy for custodial credit risk
but rather follows the requirements of KRS 41,240 (4). As of August 31, 2005, 51,576,003 of the
government's bank balance of $2,799,535 was expozed to custodial credin rizk as Tollows:

#  Upcollateralized and uninswred - 1,576,007
Mote 3. Capital Assets

Capital asset actvity for the yvear ended June 30, 2006 was as follows:

Reporting Entity
Beginning Ending

Primary Government; Balunce Increases Decreases Balance
Crovernmental Activities:
Capital Assets Not Being Depreciated:

Land and Land Improvemenis 5 025035 % 6,000 8 5 931,035

Construction In Progress 6,010,598 428 h0 2440 067
Taotal Capital Assels Not Being

Depreciated B, 936,033 435,069 1,371,102
Capital Assets, Being Depreciated:

Buildings 4,347,719 4,347,719

Other Equipment 355,509 161,205 516,714

Vehicles and Equipment 1,350,834 34,380 1,385,214

Infrastructure GBUE, 106 i, 352 1,361 458

Total Capital Assets Being
Depreciated £ 6752168 § 858957 § 5 7611135
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Mote 3. Capital Assets (Continued)

Reporting Entity

Begrinning Ending
Primary Government: Balance Increases Decreases Balance
Governmental Activitjes;
Less Accumulated Depreciation For-
Buildings Foo(469.900) 8§ (50499) 3 5 (520,399)
Cither Equipment (109, 460) (35,5435) (148,005)
Vehicles and Equipment [643,578) [04,158) (737,736)
[nfrastructure (35410} (54,450 (80, B69)
Total Aceumulated Depreciation (1,258,345) (237.661) (1,456, 004)
Total Capital Assets, Being
Depreciated, Met 5,493 #20 621,306 6,115,126
Governmental Activities Capital
Axsets, Met § 12429853 3§ 1056375 &% 5 13486228
== I
Business-Type Activities;
Capital Assets Not Being Depreciated:
Land 3 9,312 % 20000 % 5 10312
Consiruglion in progress 192 Bag 1,445,662 1,638,561
TDotal Capital Assets Mot Being
Depreciated 283,211 1,465,662 1,748,871
LCapital Aszsels, Being Depreciated:
Buildings [,161,952 161,052
Chher equipment 13,568 13,568
Vehicles and Equipment &.500 9,500
Total Capital Assets Being
Depreciated 1,185,020 [ 185020
Less Accumulated Depreciation For:
Buildings {251,635) (19,753) [271,388)
Chlver Equipment (3,632 (1,565} (5,197
Vehicles and Equipment (6,930) (270 (72009
Total Accumulated Depreciation (262,197) (21,588) {283, 785)
Taotal Capital Assets, Being
Depreciated, Net 022,823 (21,568) 1,235

Business-Type Activities Capital
Assets, Mel § 1206034 § 1444074 3§ £ 2,650,108
h _——=
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Mote 3. Capital Assets (Continuwed)

Depreciation expense was charged to functions of the primary govermnment as follows:

ivities:
CGeneral Government 8 21075
Protection to Persons and Property 146,849
Creneral Health and Samitation 4,600
Roads, Incleding Depreciation of General Infrastructure Assels 63,137
Tolal Deprecintion Expense - Govemmental Activities 5 237 661

Business-Type Activities
Jail Cantesn 5 1,565
Afrpor 20,023

Total Depreciation Expense - Business-Type Activitics § 21,588

Mote 4. Long-term Debt
AL Justice Center - Series 20003 Bond Tssie

On January [, 2003, the Public Properties Cm‘pﬂmtim isaned 57305 000 of First Mortgage Revenue
Ronds, Series 2003, for the construction of the Wayne County Justice Center. The bonds have various
interest rates from 3.50% to 4.25%. Interest 13 payable each March 1 and September 1, commencing
Seplember 1, 2003, Principal is payable each Seplember 1, commencing September |, 2004, Revenue
bonds outstanding at June 30, 2006, were $6 885,000, Future debt service requirements are:

Covermnmental Activities

Fizcal Year Ended

June 30 Principal Interest

2007 i 265,000 5 277,684
2008 275,000 267,559
2009 290,000 256,603
2000 RGBT 244 B2
2011 310,000 232,603
2002-2016 I, 760,060 061,318
200 7-2021 2,160,000 560,818
2022-2025 [,525 000 28,919
Tatals i 6,885,000 5 2.900.306

B. Justice Center - Series 2005 Bonds

On September 1, 2005, the Public Properties Corporation issued $360,000 of First Mortgage Revenoe
Bonds, Senes 2005, for the final constroction of the Wayne County Justice Center.  The honds have
various interest rates from 3.30% to 4.1%. Interest iz payable each March 1 and September |
commencing March |, 2006, Principal is payable each September | commencing September 1, 2006,
Revenue bonds outstanding at June 30, 2006, were $560,000. Future debt service requirements are:
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Note 4. Long-term Debt {Continued)
B. Justice Center - Series 2005 Bonds (Continued)

Governmental Activities

Fiscal ¥Wear Ended

June 30 Principal Inerest

2007 & 25000 0§ 20,524
2008 25,000 2,103
DM 20,000 [ 9,360
2010 25,000 8,618
2011 25,000 7,793
2012-2016 1 40,0006 74,335
2017-2021 | 70,000 37.820
20222025 | 300,000 14,230
Toials 5 Sa0 e % 223187

=-t =|
C. Detention Center - Series 1999 First Mortgage Revenue Bonds

On November 10, 1999, the Public Properties Corporation issued 54,665,000 of First Mortgage
Bevenue Bonds, Series 1999, for the construction of the Wayne County Detention Facility, During
figcal year 2006, the Public Properties Corporation issued General Obligation Rifunding Bonds, Series
2006 (Note 4.10.). A portion of thiz bond issue was used 1o defease the First Morlgage Revenue Bonds,
series 1999, As of June 30, 2006, the escrow account had & halance of §4,125,000,

). Detention Center - Series 2006 Refunding Bonds

On March |, 2006, the Public Properties Corporation issued 54,135,000 of General Obligation
Refunding Bonds, Series 2006, for the Wayne County Detention Facilities Project. The bonds have an
interest rate of 4.0%. Interest is payable cach May 1 and November | commencing May 1, 2006.
Principal is payable each Movember | commenging November 1, 2006, General Obligation Refunding
Bonds outstanding at June 30, 2006, were §4,135,000. Future debt service requiretnents are:

Covernmental Activities

Fizcal ¥ear Ended

Jumne 10 Principal Interest

2007 £ 155000 % 62,300
2008 L 63,000 156,040
2009 160,000 148 800
2010 170,000 143,000
2011 175,000 136,100
20122016 GRS, D00 567,700
2007-2021 1, 1900, 300 350,800
2022-2025 1,140,000 93,2000
lotals i 4,135,010 5§ 1.75 :-"._r?l::nﬂ
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Note 5. Financing Obligations

The county has entered into the following agreements:

A, Yoling Machines

On June 27, 1997, the Wayne County Fiscal Court entered inte a $100,000 agreement with Kentucky
Association of Counties Leasing Trust Program for the acquisition of voting machines. Terms of the
agreement stipulate a ten-year repayment schedule, with variable monthly interest payments and

variahle annual principal payments ending on January 20, 2007. As of June 30, 2006, the principal
balance remaining was $12,000. Future principal and interest requirements are:

Governmental Activites

Fiseal Year Ended

June 30 Principal [nierest & Fees

2007 5 L2000 % 413

Totals b 12000 % 418
L — ———

B Fire Pumper

On Apnl 5, 2004, the Wayne County Fiscal Court entered into a $163,000 agreement with Kentucky
Association of Counties Leasing Trust Program for the acquisition of a Fire Pumper. Terms of the
agreement stipulate a five-vear repayment schedule, with variable interest payments and variable annual
principal payments ending on April 20, 2009, As of Junc 30, 2006, the principal balance remaining wos
5119741, Future principal and interest requirements are:

Clovernmental Activites

Fizeal Year Ended

Jumne 30 Principal Interest
o7 5 31437 % 3644
2008 42 330 2,479
2008 46,074 BE7
Totals g 119,741 % 7,010

_ el
C. Ambulances

On December 22, 2003, the Wayne County Fiscal Court entered into a 5150900 agreement with Kansas
State Bank of Manhattan for the acquisition of two 2003 McCoy Miller Type 1 Ambulances. Terms
stipulated a five-year repayment schedule of twenty (20) quarterly payments through December 22,
2008, at 4.29% interest. As of June 30, 2006, the principal balance remaining was $79,470. Future
principal and interest reguirements are:
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Note 5. Financing Obligations {Continued)

C. Ambulances (Continued)
Ciovernnsental Activites

Fiscal Year Ended

June 30 Principal Interest

2007 b 0775 3 2,919

2008 11,116 1.577

20010 16,579 267

Tatals 3 a4l 8 4,763
—_—

I}, Airport Loan (Business-Type Activities)

On Cretober 20, 2003, the Aitport Board, with approval from the Wayne County Fiscal Court entered
into & $75,000 loan agreement with the Kentucky Transportation Cabinet for the improvement of the
airporl, Terms of the agreement stipulate a ten-vear repayment schedule with interest of two percen,
Future principal and interest requirements are:

Buziness-Type Activites

Fiscal Year Ended

June 30 Principal Interest

2007 3 7500 8 L, 200
2003 7,500 I, 0540
200 7,500 M)
2010 7,50 750
0 7,500 G
21 2-2004 23,504 G
Totals 5 G000 % 5,400

=m= =E::=:‘
E. Cable System Loan/Motes Receivahle

On August 12, 2004, the Wayne County Fiscal Court passed and adopted a resolution authorizing the
county to enter into o joint venture with the City of Monticello for the purchase and improvement of a
cahle television system. Financing of the county’s portion of the project is to be provided through a
certain lease agreement between the Kentucky League of Cities Leasing Trust (“the Lezsor™) and the
County (“the Lessee™ at an aggregate principal amount not o exceed $2.300,000, Terms of ihe
agreement stipulate a twenty-year repayment schedule beginning December 2004, with interest of
2.23%. The annual debt service to be paid from the cable service fees collected, Future principal and
interest requirements are:
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Mote 5. Financing Obligations (Continued)

E. Cable System Loan/Notes Recelvable {Continued)

Governmental Activites

Fizeal Year Ended

June 30 Prnncipal [ntercst

2007 4 B9.423 § 63,037
2008 G012 61,348
2009 04,056 SEA04
2010 07,733 55,627
2011 [ 00 6 5 52676
20122016 550,654 216,147
2017-2021 638,801 128,000
20222025 494 276 29705
Totals 5 LISESH 0§ H6s E44

== —-

The County has also recorded a note receivable due from the joint venture for the amount of the debi
incurred by the County as follows:

Current Portion L BO.423
Long-Term Portion 2,069,117
Total 5 2, [i!tsﬁdﬂ

F. Ambulanee and Heart Maonitor

On October 13, 2004, the Wayne County Fiscal entered into & §74.000 agreement with Kentucky
Associalion of Counties Leasing Trust Program for the acquisition of an Ambulance and Heart Manitor.
Terms of the agreement stipulate a five-year repayment schedule, with a 2.73% fixed interest rate and
annual principal payments of $15,000 ending on January 20, 2009. As of June 30, 2006, the principal
balance remaining was $44,000, Future principal and inlerest requirements wre:

Crovernmental Activites

Fizcal Year Ended

June 30 Principal Interast
2007 3 (5000 % 1,342
2008 [ 5,000 8319
2004 [ 4,600k 301

Totais 5 44000 % 2482
= =
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Note 5. Financing Obligations (Continued)

;. Hope Center

On February 16, 2001, the Wayne County Fiscal Court entered into a lease with option to purchase
agreement with the Commonwealth of Kentucky for the acquisition of the Hope Center formerly the
Old Maintenance Site. Terms of the agreement stipulate a yearly principal payment of $2,922 for a
period of ten years ending on July 1, 2000, As of June 30, 2006, the principal balance remaining was
1B, 764,

Crovernmental Activites

Fiscal ¥ear Ended Seheduled
June 30 Principal
2008 b3 2922
20049 2922
2000 2,920

Tatals 3 8,764

H. Changes in Long-term Liabilities

Long-term liability activity for the vear ended Jupe 30, 2006, was as follows:

Beginning Ending e Within
Balance Additions Reductions Halance One Year

Primary Government:
Ciovernmenial Activities;

Revenue Bonds (Note4.)  § 11,390,000 § 4695000 § 4505000 § 11,580.000 S 445000
Financing Obligations 2,595 048 172,534 2,422,514 178,635

Crovernmental Activities
Long-term Liabilities 5 13,985,04 $ 4695000 § 4677534 % 14002514 § 621635
— — ===t

e
Beginning Ending Drue Within
Balance Avclditions Reductions Balance One Year
Business-type Activities:
Long Term Airport Loan 5 67,500 i 0 5 TESEH] 3 [EL T, '-"IE[KJ

Note 6. Interest on Long-term Debt and Financing Obligations

Diebt Service on the Statement of Activities includes $13,071 in interest on financing obligations and
441,973 in interest on bonds and notes.
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Note 7. Employee Retirement System

The fiscal court has elected fo participate in the County Employees Retirement System (CERS),
pursuant to KRS 78530 administered by the Board of Trustees of the Kentucky Retirement Systems.
This is & cost-sharing, multiple-emplover, defined benefit pension plan, which covers all eligible full-
time employees and provides for retirement, disability and death benefits to plan members. Benefit
contributions and provizions are established by statute. Nonhazardous covered employees are required
tp coninibute 5 percent of their zalary to the plan. The county's contribution rate for nonhazardous
employees was 10.98 percent.

Benefits fully vest on reaching five years of service for nonhazardous employees. Aspects of henefits
for nonhazardous employees include retirement after 27 years of service or age 63,

Historical trend information showing the CERS' progress in accumulating sulficient assets to pay
benefits when dee is presented in the Kentucky Retirement System's annual financial report.  This
report may be ohtained by writing the Kentucky Retirement Systems, 1260 Louisville Road, Frankfort,
kentucky 4060 1-61 24, or by telephone at (502} 564-4646,

Mote B, Deferred Compensation

Un February 24, 2000, the Wayne County Fiscal Court voted to allow all eligible employees to
participale in deferred compensation plans administered by The Kentucky Public Employees' Deferred
Compensation Authonty. The Kentucky Public Employees’ Deferred Compensation Authority is
authorized under KRS 18A.230 to 18A.275 to provide administration of tax sheltered supplemental
retirement plans for all state, public school and university employees and employees of local political
subdivisions that have elected to participate.

These deferred compensation plans permit all full-time employees to defer a portion of their salary until
future years. The deferred compensation is not available to employees until tenmination, retirement,
death, or unforeseeable emergency. Participation by eligible emplovees in the deferred compensation
plans in voluntary.

Historical trend information showing the Kentucky Public Emplovees' Deferred Compensation
Authorily’s progress in accumulating sufficient assets to pay benefits when due is presented in the
Kentucky Public Employees” Deferred Compenzation Authority's annual financial report. This report
may be obhiained by writing the Kentucky Public Employees® Deferned Compensation Authority, 105
Sea Hero Road, Suite 1, Frankfort, KY 40601-8862, or by telephone at (502) 573-7925,

Mote 4, Insurance

For the fiscal year ended June 30, 2006, Wayne County was a member of the Kentucky Association of
Counties" All Lines Fund (KALF). KALF iz a self-insurance fund and was organized to obtain lower
cost coverage for general liability, property damage, public officials’ errors and omissions, public
linbility, and other damages. The basic nature of a selfinsurance program is that of a collectively
shared risk by ils members. 1f losses incurred for covered claims exceed the resources contributed by
the members, the members are responsible for payment of the excess losses.

Note 10,  Fund Balance - Deficit

As of June 30, 2006, the Jail Fund had a deficit in 13" unreserved special revenue fund balance in the
amount of 5272, This deficit was due to the exiztence of encumbrances in the amount of $43 387,
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Mote 11, Prior Period Adjustments

Beginning nel assets of the governmental activities and business-lype activities have been restated for
the following:

Crovernmental
Activities

Met Assets as of June 30, 2005 % | 654,309
Capital asset omission [25,98%
Accumulated depreciation of prior year omission (1,117
Prior year capital asset aconmulated depreciation

computation ermor (3,133)
Cash balance computation error - Generul Fund L]
Cash balance computation error - Detention Center Fund (953)
Prior year outstanding checks voided in current year -

Jail Fund 401

Met increase o Net Assets as of Tune 30, 2005 110,787
Festated Met Asset balance ns of June 30, 2003 b 1,765 0906

The fund balances of the General Fund, Jail Fund, and Detention Center Fund have also been restated
by §600, 5401, and (§953) respectively for the ahove reasons.

Business - Type

Activilies
Net Assets as of June 30, 2005 b [.258 463
Adjustment o Depreciation expense a02
Restated Met Asset balince as of June 30, 2005 b [.258 ORS5
—_—ct

‘The beginning net assets of the Jail Canteen Fund was restated by $502 due to an adjustment 1o
depreciation expense.
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WAYNE COUNTY
BUDMGETARY COMPARISON SCHEDULES
Required Supplementary Informotion - Modified Cash Basis

For The ¥Year Ended June 30, 2006

REVENUES
Toxes
In Lizu Tax Payments
Excess Fees
Licenzes and Permits
Interpovernmental Revenue
Charges for Services
Miscellaneows
Interest

Total Revenses

EXPENDITURES
Geperal Government
Protection io Persons and Property
Cienernl Health and Sanitotion
Bocial Services
Becreation and Culture
Adrpors
[Drebt Service
Administration
l'otal Expenditures

Excess [Deficiency) of Revenues Over
Expenditures Before Ohher
Financing Soerces (Lses)

OTHER FINANCING SOURCES (USES)
Transfers From Other Funds

Transfers To Oither Funds
Total Oiher Financing Sources {Uses)

Met Changes in Fund Balance
Fund Balance - Beginning (Restated) (Mot 11]

Fund Balance - Ending

GENERAL FUND

Actual Variance with
Amouanis, Final Budget
Budgeted Amounts {Budgetary Positive
Orriginal Final Basis) (Megative)
¥ ORISR OB 2638113 5282611 3% 14, 50k
215,000 246,142 287 608 21,556
78,754 117,334 148 500 31,182
17,375 25 849 27974 2,125
345 620 244,218 F50,005 5807
S61.100 Tiy412 TH2,175 f8, 163
76,650 65,600 26,701 (38,899)
5,400 5.505 5917 {678)
1,850,040 4,347,267 4.471,673 L2446
226,311 1 AMGT Q56 0o1,982 ThO14
1,378,855 1,565 560 1454 862 110,608
3019145 413, Thd 197,674 16,020
45,124 37,204 S 00 1104
A3, 6K 56,600 22277 4,323
160,750 42,750 40,416 1314
2,023 5,852 5,843 9
1,033,074 1,274,298 9E4,250 250,039
1,654 580 4,484, 144 31,851,313 532631
204 469 {136,877) 520,360 657,237
54,650 54,650
(549,564) {407,246) (307,246) 100,000
(549 364) {152 504) (252 50h) 1 0o, G0
(345,005) (489 473) 26T Thad T57.237
345005 459,478 489 478
& [ 5 B 75724 § 157,237
_ == =




Page 44
WAYNE COUNTY
BUDGETARY COMPARISON SCHEDULES
Required Supplementary Information - Modified Cash Rosis
For The Year Ended Jane 30, 20
(Continwed)

HOAD FUND
Actual Vartance with
Amounts, Final Budget
Budgeted Amounts (Budgetary Positive
Chiginal Final Basis) {MNegative)
REVENUES
[m Lien Tax Payments i LTt . L1 . Ghe & i3]
[nterpovemmental Revenue 1,514,482 1,574,666 1,565,244 (9.422]
Miscellancous 1k 1100 100
[nterest 5,004 5,0400) 7,657 2,657
Total Revenues 1,520 251 580,435 1,573,667 (6,768
EXPEMDITURES
Roneds 1658 28] 1,608,058 1,375,783 34,275
Chher Transportation Facilitics and Services 4 K50 5,450 i, 4] 410
Administration 133447 128,447 ?E'ng 52,238
Total Expenditures L796,578 1,742,955 1.636,032 B6.923
Excess {Deficiency) of Revemess Chver
Expenditures Before Ciher
Financing Bources (Laes) (276.327) (162,520] (B2.165) BOLSS
OTHER FINANCING SOURCES (USES)
Treanafers From Other Funds 16,327 L4327 146,327
Tranafers To Other Funds {20,000) (20,000}
Total Giher Financing Sources (Lises) 16,327 126,327 126,327
Met Changes in Fund Balance {204, 00} (36,193 43,562 80,155
Fund Balance - Beginning 2000, 000 16,193 36,193
Fumd Balance - Ending b 0 3 0 % A155 3 80155
—e
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JAIL FUND
Actaal Variance with
Amounts, Final Budget
Budgeted Amounts {Budgetary Positive
Chriginal Final Baziz) [(Negative)
REVENUES
Intergovermmental Revenue F L0304 S 12B1,781 0B 124041 0§ 2,360
Charges for Services A8, Ok 38,9094 38,215 {774
Miscellancous 43,800 37.67H 39,019 2,261
Inderest 850 Ti &0l 101
Total Revenues 1,127,704 |, 350,153 1,363,096 3,943
EXPENDITURES
Frotection to Persons and Propery 1144 624 1,145 302 10032010 42 101
Deht Service 152,064 2,000 2000
Administmtion PRI 274 911 177,853 97080
Total Expenditures 1,726,522 1422215 1,283 054 139,181
Excess (Deficiency) of Revenees Over
Expenditures Before CHbher
Financing Sowrces (Uses) (558 818) {63,082} RO,042 143,124
OTHER FINANCING SOURCES (USES)
I'ransfers From Other Funds 404 K18 2500, Wk 150,000 {100,000 )
Transfers To Chther Funds (264, 100} {26, 100}
Fotal Other Financing Sourcss (Lses) A6d 818 {14, 100} (114, 100} 1R 00}
Met Changes in Fund Balance {134,000} (77,182} (34,058} 43,124
Fund Balance - Beginning {Resiated) (Mo 11) 134,000 T 183 77,183
Fund Balnnee - Ending 5 0. § }-. -% 43,125 §

43,124
==
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Budgetary Infermation

Annual budgets are adopted on a cash basis of accounting and according to the laws of Kentucky as
required by the State Local Finance Officer.

The County Judge/Executive is required to submit estimated receipts and proposed expenditures to the
fizcal court by May | of each year. The budget iz prepared by fund, function, and ectivity and is
required to be adopted by the fiscal court by July 1.

The fiscal court may change the original budget by transferring appropriations at the activity level,
however, the fiscal court may not increase the total budget without approval by the State Local Finance
Officer. Expenditures may not exceed budgeted appropriations at the activity level,
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Total
Homelund  Emergency Timberland  Non-Major
LGEA Security  Managemeni Tax Crovernmenial
Fund Fund Fumnd Fund Funds
ASEETS
Cash and Cash Equivalents 5 BR3Z & 938 8 a9 5 BOBG 2,556
Total Assets 5 8,832 i 1,934 8 ]ﬂ 5 Bita  § 2':}1555
FUND BALANCES
Unreserved:
Specil Revenue Funds £ 5812 % 1938 3% [.690 % 5,096 § 20,556

Tonal Fund Balances b3 . . L9 % L0 BO9s % 20,556
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COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - NON-MAJOR GOVERNMENTAL FUNDS - MOIMFIED CASH BASIS
Oiher Supplementary Information

For The Year Ended June M, 2006
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Tatal
Homeland  Emergency  Timberland — Non-Major
LGEA Security  Management Tax Governmental
Fund Fund Frunad Fund Funils
REVERNUES
Taxes 8 5 - F 331 % 3,328
Intergovernmental 30,730 14,650 11,376 76,756
Interest 55 32 87
Total Bevenues 30,785 14 650 11,376 3,360 w0171
EXFENDITURES
General Government 23,216 23,214
Protection 1o Persons and Property 6,882 18,742 1866 20 490
Addiministration 4115 1,981 6, 2946
Total Expenditures 17,531 fi,882 20,723 1.ER6 50,002
Excess (Deficiency) of Revenues Over
Expenditures Before Other Financing
Sources {Uses) 3,254 27,708 (9,347) {504) 1,169
Odher Financing Sources [Uses)
I'ransfers From Ckher Funds 5,373 A4 i0o1e
Transfers To Ciher Funds (34,630} {24,650
Total Chher Financing Sources {L'ses) 5573 (34 630} 3346 (23,711}
Met Change in Fund Balances BH27 (6,852) (4,001) (506) {2,562)
Fund Balances - Beginning b B 5,681 8,602 23,114

e e ———

Fund Balances - Ending £ BRI O£ 1LWE % 1690 & A H1,556
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A. SUMMARY OF AUDITOR'S RESULTS

I. The sudilor’s report expresses an ungualified opinion on the governmental activities, the business-iype activities,
each major fund, and the aggregate remaining fund information of Wayne County, Kentucky.

2. One reportable condition relating to the intemal control of the audit of the financial statements &5 reported in the
Independent Auditor’s Report,

3. One instance of noncompliance material to the financial statements of Wayne County was disclosed during the
audit

4. Mo reportable conditions relating to the audit of the major federal award programs are reported in the Independent
Auditor's Repor.

3. The auditer’s report on compliance for the audit of major federal awards programs for Wayne County expresses an
unqgualified opinion.

6. There are no nudit findings relative to the major federal awards programs for Wayne County reported in Part C of
this schedule,

7. The program tested as a major progriam was: Airport Improvement Program Grant (CFDA 20.106)
8. The theeshold for distinguishing Tyvpe A and B programs was $300,000,

9. Wayne County was not determined to be a low-risk suditee.

B. GS-F CIAL STATEMENT AUDIT

1. The Jail Canteen Lacks Adequate Se ali i

The Jail Canteen has a lack of adequate segregation of duties, Due to the entities diversity of official operations,
small zize and budget restrictions the county has limited options for establishing an adeguale segregation of duties.
We recommend the following controls be implemented to mitigate this internal control weakness:

= An independent person should review incoming inveices and compare them to the packing slip or purchase
arder. This can be documented by the person initialing the invoice,

* An independent person should complete bank reconciliation's or review the Canteen Bookkeeper's hank
reconciliation’s for sccuracy. This can be documented by the person initialing the bank reconciliation.

* An independent person should mail checks after final signature.

*  Two signatures should be required on every check written for the Jail Canteen.

County Jailer Ray Upchurch's Response: Since meeting with CPA, I have began to review and initial all bills, plus
sign all checks along with Canteen Supervisor, alsa will review the balance for accuracy.
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(Continmed)
4. The Fiscal Court Should Enter lute A Written Agreement With The Depository Institution Stating Collateral Will

Be Pledped To Protect Deposits

The Fiscal Court does not have a written pledge agreement in place with two (2} depository institutions atating
collateral will be pledged to protect deposits. On August 31, 2005, §1,576,003 of the Fiscal Court’s deposits of
public funds in depository institutions were uninsured and unsecured. According to KRS 66 AR 1)(d) and KRS
41.240(4), the depository institution should pledge or provide sufficient collateral which, together with Federal
Deposit Insurance Corporation insurance, equals or exceeds the amount of public funds on deposit at all times, We
recommend the Fiscal Court enfer into a written agreement with depository institutions stating collateral will be
pledged o protect deposits.

County SudgeExecutive Bruce Ramsey's Response: We will check with 1 Southern to get thiv done.

C. FINDINGS AND QUEST TS - MAJOR FEDNERAL PROGEAM AUDIT

Maone

D SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Prior Year Findings - Financial Statement Audit

L. The Wayne County Airport Board Should Make Contractual Agreemenis Setting Forth Responsibilities OF Each
Party. This comment haz been corrected,

2. The Wayne County Airport Board Should Strengthen Internal Controls. This comment has been corrected.
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WAYNE COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal Grantor
Frogram Title

Girant Name {(CFA #)
Cazh Programs:

LLE, Department of Agriculture

Pazzed-Through State Departiment
of Forestry:
Cooperative Forestry Assistance -
Consolidated Payment Grand
{CFIA ¥ 10.664)

Total L5, Depariment of Agriculiure
LLS, Department of Commerce

Passed-Through Stale Departmemn
of Commerce:

Congressionully Identified Awards and Projects

PRIDE -

Ohpen D Clean Up
(CFDA & 11.469)

Total U5, Deparment of Commerces

LLE. Depariment of Trmsportation

IMrect Program;
Adrport Improvement Prageam -
Taxvwny Construction

Famp and Apron
(CFDA & 20.106)

Total LLS. Department of Transportation

For The Year Ended June 30, 2006

Pass-Through
Girantor's Mumber Expendiiures

05-0G-11083121-050 3§ 16,793

316793

CF05-44 5 1,163

SG05-13 90,150

8 149,415

§ 1456183

2,798

3 1458081

Page 55
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WAYNE COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Fiscal Year Ended June 340, 2004
(Continued)

Federnl Grantor

Program Title Pass-Through
Gimnt Name (CFDA #) Grantor's Number _ Expenditures

LS, Department of Health and Humin Services

Paszed-Through State Board
of Electiong:
Vaoting Access for Individunls with Disabilities -
Cirants for Protection and Advocacy Svetems
HANA PL 107252 SBE-05-48 3 119,063
(CFDA # 93.618)

Toal .5, Election Assistance Commission 5 119,063

LL5. Department of Homeland Security

Passed-Through State Depanment
of Emergency Management:
State Domestc Preparedness Equipmant Support Program -

EOP Update Planning and Preparedness M-04547883 5 1,500
(CFDA # 97.004)

Emergency Management Assistance Program -
Emerpency Management Performance Granl M-05029993 1685
(CFDA & 97.042)

Possed-Through State Department
of Homeland Security:
Homeland Security Grant Program -

Enhance Capabilities to Respond to CBRNE Event: S140L 35,527
(CFDA & 97,067

Todal U5, Department of Homeland Security 3 34712
Tatal Cash Expenditures of Federal Awards 5 1,783,964

=t L
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WAYNE COUNTY FISCAL COURT
NOTES TO SCHEDULE OF EXPENIMTURES OF FEDERAL AWARDS
For the vear ended June 30, 2006

MNOTE A - BASIS OF PRESENTATION

The sccompanving schedule of expenditures of federal awards includes the federal pctivity of the Wayne County
Fizcal Court and is presented on the modified-cash basis of accounting, The information in this schedule is presented
in accordance with the requirements of OMB Circular A-133, Adudits of Stares, Local Governments and Non-Prafit
Orpanizations,  Therefore, some amounts presenied in this schedule may differ from the amoeunts presented in, or
used in the preparation of, the basic financial statements.



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



TICHENOR & ASSOCIATES, LLP

CERTIFIED MUBLEC ACCTHINTANTS and MANAGEMENT COMNSLILTAMTS

A MIDDLETDWH PARE PLACE SUITE C
Lovsvinie, KY 40243

BusiNEss; (302) 24307735
FAX: (502) 245.0725
E-Man: wiichenonztichenorassociiles,com

The Honorable Bruce Ramsey, Wayne County Judge/Executive
Members of the Wayne County Fiscal Couwrt

Report On Internal Control Over Financial Reporting And
O Compliance And Other Matters Based On An Audit Of Financial Statements

Performed In Accordange With Government Auditing Standards

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Wayne County, Kentucky, as of and
for the vear ended June 30, 2006, which collectively comprise the County's bazic financial statements,
as listed in the table of contents and have issued our report thereon dated November 3, 2006. Wayne
County presents its financial statements on the modified cash basis of accounting which is a
comprehensive basis of accounting other than generally accepted accounting principles, We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and

Comptroller General of the United States.

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered Wayne County's internal control over financial
reporting in order to determine gur auditing procedures for the purpose of expressing our opinions an
the financial statements and not to provide an opinion on the internal control over financial reporting,
However, we noted certain matters involving the internal contrel over financial reporting and its
operation that we consider to be reportable conditions, Reportable conditions involve matiers coming lo
our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect Wayne County's ability to record,
process, sammarize, and report financial data consistent with the assertions of management in the
financial statements. A reportable condition is described in the accompanying schedule of findings and
(urestioned cosis.

e  The Jail Canteen Lacks Adequate Segregation OF Dulies

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be material in relation to the financial statements being audited
may oceur and notl be detected within a timely period by employvees in the normal course of performing
their assigned functions. Char consideration of the internal control over financial reporting would not
necessarly disclose all matters in the intemal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses. However, we do not consider the reportable condition described above to be a
materal weakness,
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Repart On Intemnal Control Over Financial Reparting
And O Compliance And Other Matters Based On An Audit OF Financial
statements Performed In Accordance With Government Auditing Standards

{Continued)
Compliance And Other Matiers

As part of oblaining reazonable assurance about whether Wayne County's financial statements are free
of material misstatement, we performed tests of ifs compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have o 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 resulls of our tests disclosed one instance of noncompliance or other matters that
i required o be reported under Government Auditing Standards and is included in the nCCompanying
schedule of findings and questioned costs.

* The Fiscal Court Should Enter Into A Written Agreement With The Depository Institution
Stating Collateral Will Be Pledged To Protect Deposits

This report is intended solely for the information and vse of management and the Kentucky Governor's

Office for Local Development and is not intended to be and should not be used by anyone other than the
specified parties.

Respectfully submitted,

:?ﬁr‘?;ﬂfu “i-ff M o AAE

Tichenor & Associates, LLP

Audit fieldwork completed -
Movember 3, 2006



REFORT ON COMPLIANCE WITH REQUIREMENTS
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TICHENOR & ASSOCIATES, LLP

CERTIFIED PUBLIC ACODUSTANTS and MANAGEMENT CONSULTANTS
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Lousviiee, BY 40243

BugiHess {502) 243-0775
Fad: {302) 2450725

E-Maa: wiichenosfiitchenorassociates.com

The Honorable Bruce Ramsey, Wayne County Judge/Executive
Members of the Wayne County Fiscal Court

Report On Compliance With Requirements
Applicable To Each Major Program And On Intemnal Control
Cwer Compliange In Accordnnce With OMB Circular A=133

Compliance

We have audited the compliance of Weyne County, Kentucky, with the types of compliance
requirementz described in the LS. Office of Management and Budeet (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the yvear ended
June 30, 2006, Wayne County’s major federal progrums are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs, Compliance with the
requirements of laws, regulations, contracts, and granis applicable to each of its major federal programs
15 the responsibility of Wayne County’s management. Our responsibility is to express an opinion on
Wayne County's compliance based on our awdir,

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, 1ssueed by the Compiroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governmenis, ind Non-Profit Organizations. Those standards and OMB
Circular A-131 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
miaterial effect on a major federal program ccewrred. An audit includes examining, on a test basis,
evidence about Wayne County's compliance with those requirements and performing such other
procedures, a8 we considered necessary in the circumstances, We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of Wayne County’s
compliance with those requirements.

In vur opinion, Wayne County complied, in all material respects, with the requirements referred o
above that are applicable 1o each of 115 major federal programs for the vear ended June 30, 2006,

Imemal Control Owver Complinnee

The management of Wayne County is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered Wayne County’s intemal control
over complianee with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing cur opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular
A-133,



Fage 63

Feport On Compliznce With Requirements

Applicable To Esch Major Program And On [nterpal Control
Owver Compliance In Accordance With OMB Circular A-133
(Continued)

Our consideration of the internal control over complinnce would not necessarnily disclose all matters in
the internal control that might be matenal weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does nol reduce 1o a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants caused by emor or fraud that would be matedal o relabion o 8 major federal
program being audited may occur and not be detected within a timely period by emplovees in the
normal course of performing their assigned functions. We noted no matters involving the intemal
control over compliance and its operation that we consider to be material weaknesses,

Thiz report iz infended zolely for the information and use of management, federal awarding agencies,
and pass-through entities and iz not intended to be and should not be used by anvone other than the
specified parties.

Respectfully submitied,

Cﬁﬂ;’-d":-ﬂrﬂn.-— #ﬁm@ﬁf{}

Tichenor & Associates, LLP

Audit fieldwork completed -
Nowvemher 3, 2006
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CERTIFICATION OF COMPLIANCE

LOCAL GOVERNMENT ECONOMIC ASSISTANCE PROGRAM
WAYNE COUNTY FISCAL COURT
For The Fiscal Year Ended June 30, 2006
The Wayne County Fiscal Court hereby certifies that assistance received from the Local

Government Economic Assistance Program was expended for the purpose intended as dictated
by the applicable Kentucky Revised Statutes.

Name
County Judge/Exccutive

: néidﬁb é@wﬁ_,_eﬁgb

County Treasurer




