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INDEPENDENT AUDITOR’S REPORT

To the Mayor and City Commissioners
City of Brownsboro Farm, Kentucky

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the City of Brownsboro Farm,
Kentucky as of and for the year ended June 30, 2023, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table
of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Brownsboro Farm, Kentucky, as of June 30,
2023, and the respective changes in financial position, and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinions

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. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the City of
Brownsboro Farm, Kentucky and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City of
Brownsboro Farm, Kentucky’s ability to continue as a going concern for twelve months beyond
the financial statement date, including any currently known information that may raise substantial
doubt shortly thereafter.

110 EasT Lowry LANE, LEXINGTON, Ky 40503, (859) 264-8785 Fax (859) 264-1736
201 SoutH MAIN STREET, Winchester, Ky 40391, (859) 745-1174 Fax (859) 745-2433



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 City of Brownsboro Farm, Kentucky’s
internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City of Brownsboro Farm, Kentucky’s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison schedule on pages 4-7 and
page 27 be presented to supplement the basic financial statements. Such information is the
responsibility of management and, 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
December 22, 2023, on our consideration of the City of Brownsboro Farm, Kentucky’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is
solely 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 the effectiveness of
the City of Brownsboro Farm, Kentucky’s 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 City of Brownsboro Farm, Kentucky’s internal control over
financial reporting and compliance.

Summens, Me(rary & Sparks, PSC

Lexington, KY
December 22, 2023



CITY OF BROWNSBORO FARM, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2023

INTRODUCTION

The Management’s Discussion and Analysis (this section) provides financial highlights and
interpretation of the financial reports by explaining changes in the financial data. The MDA is intended
to disclose any known significant events or decisions that affect the financial condition of the City. In
addition, the MDA provides supplementary information that aids in understanding the City as a whole.

Included as a part of this MDA are several sections that provide important information about the
operations and economic environment of the City of Booneville. The sections are summarized as
follows:

Overview of the Financial Statements

Government-wide Financial Analysis

Major Projects for the Year and for the Future

Economic Outlook

Contact Information

Mo 0w

A. 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 statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements

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

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

The statement of activities presents information showing how the City’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 flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods.

The government-wide financial statements outline functions of the City that are principally supported
by property taxes and intergovernmental revenues (governmental activities). The governmental activities
of the City include public safety, sanitation, recreation, general administration, and maintenance. Fixed
assets and related debt is also supported by taxes and intergovernmental revenues.

The government-wide financial statements can be found on pages 8 and 9 of this report.



CITY OF BROWNSBORO FARM, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2023

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 uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City are governmental funds.

The basic governmental fund financial statements can be found on pages 10 through 12 of this report.
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 13 through 21 of this report.

B. GOVERNMENT-WIDE FINANCIAL ANALYSIS

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 $662,858 as of June 30, 2023 as compared to $645,791 as of
June 30, 2022.

The largest portion of the City’s net position reflects its investment in capital assets (e.g., land and
improvements, buildings and improvements, vehicles, furniture and equipment and construction in
progress); less any related debt used to acquire those assets that are still outstanding. The City uses these
capital assets to provide services; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

The City’s financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets. The City’s total net position increased $17,067 in fiscal year 2023.

SUMMARY OF NET POSITION
Governmental Activties
6/30/2022 6/30/2023

Current Assets S 409,297 $ 355,537
Noncurrent Assets 439,771 486,588

Total Assets 849,068 842,125
Current Liabilities 58,277 79,267
Noncurrent Liabilities 145,000 100,000

Total Liabilities 203,277 179,267
Net investment in capital assets 214,588 297,946
Restricted 35,183 43,642
Unrestricted 396,020 321,270

Total Net Position S 645,791 $ 662,858




CITY OF BROWNSBORO FARM, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2023

Assets increased from 2022 to 2023, mainly due to acquisition park playground equipment.

Governmental Activities: Governmental activities increased the City’s net position $17,067. The main
sources of operating revenues are property taxes.

Total property tax revenue for fiscal year 2023 amounted to $164,512. The property tax rate was 21.8
cents per $100 assessed value on all real property in the City limits. 5 cents per $100 assessed value is
committed to park operation and maintenance, which for FY 2023 totaled $40,809 of the $164,512 total.

The City also collects bank deposit franchise tax which is levied on all bank deposits. The rate for this
tax for the year of 2022 was .00025. The amount collected for this tax in FY2023 was $7,141.

The City also collects usage fees for the pool and community center facilities. These fees totaled $59,911
for the year ended June 30, 2023.

The following table presents a summary of revenues and expenses for the fiscal years ended June 30,
2023 and 2022.

Changes in Net Position

Governmental Activities
6/30/2022 6/30/2023

Revenues:
Program Revenues:
Charges for services S 51,840 S 59,911
Operating grants 186,702 13,578
General revenues:
Taxes 210,469 230,896
Interest income 122 473
Franchise Fees 7,130 7,141
Miscellaneous 900 150
Total Revenues 457,163 312,149
Expenses:
General government 101,540 108,639
Public safety 8,200 8,650
Roads 7,347 13,175
Sanitation 50,140 56,994
Parks and recreation 101,496 107,624
Total Expenses 268,723 295,082
Increase (decrease) in net position 188,440 17,067
Beginning Net position 457,351 645,791
Ending Net position S 645,791 $ 662,858




CITY OF BROWNSBORO FARM, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2023

C. MAJOR PROJECTS FOR THE YEAR AND FOR THE FUTURE

Capital Assets & Infrastructure

As part of GASB 34 compliance, the City is required to report capital assets, including infrastructure, in
its statement of net position and report depreciation expense in the statement of activities. At the end of
fiscal year 2023, the City had $1.257 million invested in a broad range of capital assets, including police
and fire equipment, buildings, roads, bridges, water and sewer lines and construction projects.

Capital Assets

Governmental Activities
6/30/2023 6/30/2022

Signage S 63,298 S 63,298
Pool 452,440 452,440
Community center 340,079 337,929
Equipment and furniture 147,085 85,674
Fencing 16,450 16,450
Road and path improvements 238,184 216,297

1,257,536 1,172,088
Less accumulated depreciation 814,590 767,500
Total Capital Assets, Net S 442,946 S 404,588

D. ECONOMIC CONDITION AND OUTLOOK

The City has been working hard to control costs. Taxes have been increased slightly over the past two
years. In order to fund future capital projects, it is expected that tax rates will be increased in small
increments over the next five years.

E. CONTACT INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, creditors, and investors
with a general overview of the City’s finances and to demonstrate the City’s accountability for the money

it receives. If you have any questions about this report or need additional information, please contact
the City Clerk at 508-838-9332.

Jimmy Stout, Mayor

3615 Cascade Road
Brownsboro Farm, KY 40241
502-418-1846



CITY OF BROWNSBORO FARM, KENTUCKY
STATEMENT OF NET POSITION

JUNE 30, 2023
ASSETS
Current Assets
Cash and cash equivalents S 339,828
Insurance premium taxes receivable 15,709
Total Current Assets 355,537
Capital Assets
Signage 63,298
Pool 452,440
Community center 340,079
Equipment and furniture 147,085
Fencing 16,450
Road and path improvements 238,184
1,257,536
Less accumulated depreciation 814,590
Total Capital Assets, Net 442,946
Other Assets
Cash and equivalents, restricted 43,642
Total Other Assets 43,642
TOTAL ASSETS S 842,125
LIABILITIES
Current Liabilities
Accounts payable S 20,736
Accrued payroll taxes payable 1,531
Accrued audit expense 12,000
Note payable - current portion 45,000
Total Current Liabilities 79,267
Non-Current Liabilities
Note payable - non-current portion 100,000
Total Non-Current Liabilities 100,000
TOTAL LIABILITIES 179,267
NET POSITION
Net investment in capital assets 297,946
Restricted - municipal road aid 43,642
Unrestricted 321,270
TOTAL NET POSITION 662,858
TOTAL LIABILITIES AND NET POSITION S 842,125

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



CITY OF BROWNSBORO FARM, KENTUCKY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2023

NET (EXPENSES)

REVENUES AND
CHARGES FOR  OPERATING CHANGES IN
PROGRAM ACTIVITIES EXPENSES SERVICE GRANTS NET POSITION

Primary Government
Governmental Activities:

General government $108,639 S - S - S (108,639)
Public safety 8,650 - - (8,650)
Roads 13,175 - 13,578 403
Sanitation 56,994 - - (56,994)
Parks and recreation 107,624 59,911 - (47,713)
Total Governmental Activities $295,082 S 59,911 S 13,578 (221,593)

General Revenues:

Taxes:

Property and park taxes 164,512
Insurance premium taxes 66,384
Interest income 473
Franchise fees 7,141
Miscellaneous revenues 150
Total General Revenues 238,660
Change in Net Position 17,067
Net Position, Beginning of Year 645,791
Net Position, End of Year S 662,858

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



CITY OF BROWNSBORO FARM, KENTUCKY
BALANCE SHEET - GOVERNMENTAL FUNDS

AND RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO STATEMENT OF NET POSITION

JUNE 30, 2023
TOTAL
GENERAL ROAD POOL PARK GOVERNMENTAL
FUND FUND FUND FUND FUNDS
ASSETS
Cash and cash equivalents S 270,767 S 43,642 S 43,509 S 25,553 S 383,471
Insurance premium taxes receivable 15,709 - - - 15,709
TOTAL ASSETS S 286,476 S 43,642 S 43,509 $ 25,553 S 399,180
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable S 5,763 S 872 S 5,728 S 8,374 S 20,737
Payroll taxes withheld and accrued 1,531 - - - 1,531
Total Liabilities 7,294 872 5,728 8,374 22,268
FUND BALANCES
Restricted - 42,770 - - 42,770
Committed:
Pool - - 37,781 - 37,781
Park - - - 17,179 17,179
Unassigned 279,182 - - - 279,182
Total Fund Balances 279,182 42,770 37,781 17,179 376,912
TOTAL LIABILITIES AND FUND BALANCES S 286,476 S 43,642 S 43,509 S 25,553 S 399,180
TOTAL GOVERNMENTAL FUND BALANCES S 376,912
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not reported in the fund financial statement because
they are not current financial resources, but they are reported in the stateent of net position. 442,946
Long-term debt liabilities are not reported in the fund financial statement because they are not due
and payable, but are presented in the statement of net position as follows:
Note payable (145,000)
Accrued audit expense (12,000)
TOTAL NET POSITION S 662,858

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

REVENUES
Taxes:
Property
Park
Insurance premium
Fees:
Franchise
Facility usage

Intergovernmental revenues

Interest income
Miscellaneous Revenue

Total Revenues

EXPENDITURES
General government
Public safety
Roads
Sanitation
Parks and recreation
Capital outlay

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers

TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES

FUND BALANCES, BEGINNING

FUND BALANCES, ENDING

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

CITY OF BROWNSBORO FARM, KENTUCKY

JUNE 30, 2023

TOTAL

GENERAL ROAD POOL PARK GOVERNMENTAL
FUND FUND FUND FUND FUNDS

$123,703 ¢ -8 -8 -8 123,703

- - - 40,809 40,809

66,384 - - - 66,384

7,141 - - - 7,141

- - 57,701 2,210 59,911

- 13,578 - - 13,578

475 4 1 - 480

150 - - - 150

197,853 13,582 57,702 43,019 312,156

49,547 - - - 49,547

8,650 - - - 8,650

7,181 5,995 - - 13,176

56,994 - - - 56,994

- - 58,200 94,431 152,631

85,449 - - - 85,449

207,821 5,995 58,200 94,431 366,447

(9,968) 7,587 (498)  (51,412) (54,291)

(52,812) - (4,239) 57,051 -

(52,812) - (4,239) 57,051 -

(62,780) 7,587 (4,737) 5,639 (54,291)

341,962 35,183 42,518 11,540 431,203

$279,182 $42,770 $37,781 $17,179 S 376,912
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CITY OF BROWNSBORO FARM, KENTUCKY
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES OF THE GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2023

Net change in fund balances - total governmental funds $(54,291)

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets are
allocated over their estimated useful lives as depreciation expense.
Capital Expenditures 85,449
Depreciation Expense (47,091)

Generally, expenditures reported in the fund financial statement are limited
to only those that use current financial resources.
However, epenses are recognized in the statement of activities when
they are incurred.
Accrued Audit Expense (12,000)

Governmental funds reports long-term debt borrowings as other financing
sources and long-term debt payments as expenditures.
However, the results of these transactions are reflected as increases
and decreases in liabilities on the statement of net position.
Note Payable - Principal 45,000

Change in net position as reflected in the Statement of Activities S 17,067

The accompanying notes are an integral part of these financial statements.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

The City of Brownsboro Farm, Kentucky (the "City") was incorporated under the provisions of
the State of Kentucky. The City operates under a Mayor-Commissioners form of government
and provides the following services as authorized by its charter: public safety, streets, culture-
recreation, public improvements, and general administrative services.

The accounting and reporting policies of the City relating to the accompanying financial
statements conform to accounting principles generally accepted in the United States of America
(GAAP) applicable to state and local governments. The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The following represent the more significant accounting and
reporting practices used in the preparation of these financial statements.

A - REPORTING ENTITY

The City, for financial purposes, includes all of the funds, organizations, agencies, boards and
commissions relevant to the operations of the City of Brownsboro Farm, Kentucky, for which the
nature and significance of their relationship with the City are such that exclusion would cause
the City’s financial statements to be misleading or incomplete. The financial statements
presented herein do not include entities which have been formed under applicable state laws or
separate and distinct units of government apart from the City of Brownsboro Farm, Kentucky.
The GASB has set forth criteria to be considered in determining financial accountability. These
criteria include appointing a voting majority of an organization’s governing body and (1) the ability
of the City to impose its will on that organization or (2) the potential for the organization to provide
specific benefits to, or impose specific financial burdens on, the City.

B - BASIS OF PRESENTATION

Government-wide Financial Statements - The statement of net position and the statement of
activities display information about the City as a whole. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other non-exchange revenues.

The government-wide statement of activities presents a comparison between direct expenses
and program revenues for each function or program of the City’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department and
are therefore clearly identifiable to a particular function. Program revenues include charges paid
by the recipient of the goods or services offered by the program and grants and contributions
that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues are presented as general revenues of the
City, with certain limited exceptions. The comparison of direct expenses with program revenues
identifies the extent to which each business segment or governmental function is self-financing
or draws from the general revenues of the City.

Fund Financial Statements - Fund financial statements report detailed information about the City.
The focus of governmental and enterprise fund financial statements is on major funds rather
than reporting funds by type. Each major fund is presented in a separate column. Non-major
funds are aggregated and presented in a single column.

13



CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

Fund Accounting

The accounts of the City are organized in accordance with the principles of fund accounting.
Fund accounting is a concept developed to meet the needs of governmental entities in which
legal or other restraints require the recording of specific receipts and disbursements. The
operations of each fund are accounted for by providing a separate set of self-balancing accounts
which are comprised of each fund's assets, liabilities, fund equity, revenues and expenditures or
expenses, as appropriate. Government resources are allocated to and for individual funds
based upon the purposes for which they are to be spent and the means by which spending
activities are controlled. The various funds are grouped, into fund types as follows:

Governmental Fund Types:

General Fund - The General Fund is the general operating fund of the City. It accounts for
financial resources used for general types of operations. This is a budgeted fund, and any fund
balances are considered as resources available for use.

Special Revenue Funds - Special Revenue Funds are 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 for specified purposes.

C — MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or expenses are recognized in
the accounts. Basis of accounting relates to the timing of the measurements made, regardless
of the measurement focus applied.

Government-wide Financial Statements - On the government-wide Statement of Net Position
and the Statement of Activities, both governmental and business-like activities are presented
using the economic resources measurement focus and the accrual basis of accounting.
Revenues are recognized when earned and expenses are recognized when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized in the
year for which they were levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capitalized as assets in the
government-wide financial statements rather than reported as expenditures. Proceeds of long-
term debt are recognized as a liability rather than as other financing resources. Amounts paid
to reduce long-term debt of the City are reported as reductions of the related liability, rather
than as expenditures.

The statement of activities presents a comparison between direct expenses and program
revenues for the different business-type activities of the City and for each major
function/program of the City’s governmental activities. Direct expenses are those that are
specifically associated with a program.

14



CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

Program revenues include (a) fees, fines, and charges paid by recipients of goods or services
offered by the major programs and (b) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes and unrestricted grants and contributions,
are presented as general revenues.

Governmental Fund Financial Statements - Governmental fund financial statements are
reported using the current financial resources measurement focus and the modified accrual
basis of accounting. Only current financial assets and liabilities are generally included on their
balance sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their measure of
available spendable financial resources at the end of the period. Revenues are recognized
when they are both measurable and available. Measurable means knowing or being able to
reasonably estimate the amount. Available means collectible within the current period or within
sixty days after year end. Expenditures (including capital outlay) are recorded when the related
fund liability is incurred, except for general obligation bond principal and interest which are
reported when due.

D - BUDGETARY PROCESS
The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. Formal budgetary integration is employed as a management control device during the
year for the General Fund. These budgets are adopted on a basis consistent with
generally accepted accounting principles (GAAP).

2. The City Commission approves, by ordinance, the budget. The budget may be amended
by subsequent ordinance.

3. Unused appropriations, for all of the above annually budgeted funds, lapse at the end
of the year.
4. The budget amounts shown in the financial statements are the final authorized amounts

as revised during the year.

E - PROPERTY, PLANT AND EQUIPMENT

General capital assets are long-lived assets of the City as a whole. 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.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions
and retirements during the year. Donated fixed assets are recorded at their fair market values
as of the date received. 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 expensed.

All reported capital assets are depreciated. Improvements are depreciated over the remaining
useful lives of the related capital assets. Depreciation is computed using the straight-line
method over the following useful lives for both general capital assets and proprietary fund
assets:

Community Center 40 years
Signage 20 years
Equipment and Furniture 5-7 years
Pool 20 years
Fencing 10 years
Road Improvements 10-15 years

F - EQUITY CLASSIFICATIONS
Government-wide Statements - Equity is classified as net position and displayed in three
components:

1. Invested in capital assets, net of related debt consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

2. Restricted net position consists of net position with constraints placed on the use either
by (1) external groups such as creditors, grantors, contributors, or laws or regulations of
other governments; or (2) law through constitutional provisions or enabling legislation

3. Unrestricted net position consists of all other net position that do not meet the definition
of restricted or invested in capital assets, net of related debt.

Expenditures incurred for purposes for which both restricted and unrestricted net position are
available are first applied to the restricted net position.

The City implemented GASB Statement No. 54, “Fund Balance Reporting and Governmental
Fund Type Definitions.” This Statement provides more clearly defined fund balance categories
to make the nature and extent of the constraints placed on a government’s fund balances more
transparent. The following classifications describe the relative strength of the spending
constraints:

e Nonspendable fund balance — amounts that are not in a spendable form or are required
to be maintained intact.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

e Restricted fund balance — amounts constrained to specific purposes by their providers
(such as grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation.

e Committed fund balance — amounts constrained to specific purposes by the City itself,
using its highest level of decision-making authority (i.e., City Commissioners). To be
reported as committed, amounts cannot be used for any other purpose unless the City
takes the same highest level action to remove or change the constraint.

e Assigned fund balance — amounts the City intends to use for a specific purpose. Intent
can be expressed by the City Commissioners or by an official body to which the City
Commissioners delegates the authority.

e Unassigned fund balance — amounts that are available for any purpose. Positive
amounts are reported only in the General Fund.

When an expenditure is incurred for which committed, assigned, or unassigned fund balances
are available, the City considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the City Commissioners has
provided otherwise in its commitment or assignment actions.

G - CASH EQUIVALENTS
Cash equivalents are considered by the City to be all highly liquid investments with a maturity
of three months or less when purchased.

H - ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect reported
amounts of assets, liabilities, designated fund balances, and disclosure of contingent assets
and liabilities at the date of the governmental financial statements, and the reported amounts
of revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

| - LONG-TERM DEBT

The accounting treatment of long-term debt depends on whether the assets are used in
governmental fund operations or proprietary fund operations and whether they are reported in
the government-wide or fund financial statements.

All long-term debt to be repaid from governmental and business-type resources are reported
as liabilities in the government-wide statements. The long-term debt consists of bonds and
notes payable.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

Long-term debt for governmental funds is not reported as liabilities in the fund financial
statements. The debt proceeds are reported as other financing sources and payment of
principal and interest reported as expenditures. The accounting for proprietary fund is the
same in the fund statements as it is in the government-wide statements.

J - INTERFUND TRANSFERS

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Permanent reallocations of resources between
funds of the reporting entity are classified as interfund transfers. For the purposes of the
Statement of Activities, all interfund transfers between individual governmental funds have
been eliminated. Repayments from funds responsible for particular expenditures/expenses to
the funds that initially paid for them are not presented on the financial statements.

K- REVENUE RECOGNITION — PROPERTY TAXES

Property taxes for FY 2023 were levied on the assessed property located in the City of
Brownsboro Farm, Kentucky, as of the preceding January 1. The assessments are determined
by the Jefferson County Property Valuation Administrator in accordance with Kentucky Revised
Statutes. Taxes were levied on October 15, 2022 and were due November 30, 2022. Taxes
unpaid after November 30, 2022 were delinquent and were subject to a 2% penalty if paid by
December 31, 2022 and a 10% penalty if paid after this date.

Property tax revenues are recognized when they become available. Available includes those
property tax receivables expected to be collected within sixty days after year end. As of June
30, 2023 there were no property tax receivables.

L—LEASE LIABILITIES

The lease liability is recognized at the commencement of the lease term, unless the lease is a
short-term lease, below the lease capitalization threshold of $5,000, or it transfers ownership
of the underlying asset. The lease liability is measured at the present value of payments
expected to be made during the lease term (less any lease incentives) based on a borrowing
rate specified in the contract or implicit rate. The lease term includes the noncancelable period
of the lease and extensions the City is reasonably certain to exercise. The City monitors
changes in circumstances that are expected to significantly affect the amount of a lease liability
that may require a remeasurement of its lease.

M— NEW ACCOUNTING PRONOUCEMENTS

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information Technology
Arrangements, effective for fiscal years beginning after June 15, 2022. This standard will
require similar recognition for right-to-use subscription intangible assets and a corresponding
subscription liability that is provided for long-term leases in GASBS No. 87. The District
reviewed its current IT subscription services and implemented the standard in the current year.
Further details of the implementation are outlined in Note 18.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES - (CONTINUED)

In June 2023, the GASB issued Statement No. 100, Accounting Changes and Error
Corrections, that will be effective for these types of changes in fiscal years beginning after June
15, 2023. The District will apply this guidance, when appropriate.

In June 2023, the GASB issued Statement No. 101, Compensated Absences, effective for
fiscal years beginning after December 15, 2023 (the District’s 2025 fiscal year). This standard
revises some definitions for compensated absences and consolidates guidance for all types of
leave to a single accounting recognition. This standard is not likely to have a material effect on
the District’s financial statements since they only provide one type of leave that is already
recognized using the principles in GASBS No. 101.

NOTE 2- CASH AND BANK DEPOSITS

At year end, the carrying amount of the City's cash and cash equivalents was $383,470 and
the bank balance was $388,114. The $383,470 year end balance is made up of the following
restricted and unrestricted amounts:

Governmental Funds
Unrestricted Cash $ 339,828
Restricted Cash 43,642
$ 383,470

Custodial Credit Risk of Bank Deposits — Custodial credit risk is the risk that, in the event of a
bank failure, the City’s deposits will not be returned to it. The City does not have a policy for
custodial credit risk. At year end, $250,000 of the City’s deposits were covered by Federal
depository insurance, $138,114 were covered by collateral held by the pledging banks' trust
departments in the City's name.

NOTE 3 — CAPITAL ASSETS
Depreciation expense for 2023 totaled $47,090 for governmental activities.

The following is a summary of changes in capital assets during the fiscal year:

Balance Balance

6/30/2022 Additions Deletions 6/30/2023
Depreciable Assets:

Community Center S 337,929 S 2,150 S - S 340,079
Pool 452,440 - 452,440
Signage 63,298 - - 63,298
Equipment & Furniture 85,674 61,411 - 147,085
Fencing 16,450 - - 16,450
Road Improvements 216,297 21,887 - 238,184
Total Depreciable Assets 1,172,088 85,448 - 1,257,536
Accumulated Depreciation (767,500) (47,090) - (814,590)
Net Depreciable Assets S 404,588 $ 38,358 S - S 442,946
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 4 - LONG-TERM DEBT

On July 29, 2005, the City entered into a general obligation loan agreement with Kentucky
League of Cities Funding Trust, the proceeds of which were used to finance construction of the
pool and community center. This agreement requires monthly payments consisting of interest
based on a fixed rate of 3.69% per annum and loan fees beginning September 2005 and ending
July 2025. Annual graduated principal payments began in July 2005 amounting to $20,000 and
graduate to the final principal payment of $50,000 due in July 2025. These payments are
payable to Huntington National Bank which is the trustee. The total amount borrowed was
$700,000 less $11,226 of closing costs, netting $688,774.

Future payments under this agreement are requires as follows:

Year
Ending Principal Interest Total

6/30/2024 45,000.00 4,853.00 49,853.00
6/30/2025 50,000.00 2,152.00  52,152.00
6/30/2026 50,000.00 193.00  50,193.00

145,000.00 7,198.00 152,198.00

Total interest paid during the year ending June 30, 2023 totaled $6,744.

The following is a summary of long-term debt activity for the year ended June 30, 2023:

Balance Balance
6/30/2022 Additions Deletions 6/30/2023
Note Payable - Community Center ~ $ 190,000 S - S 45,000 S 145,000

NOTE 5 - ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2023 totaled $15,709 consisting entirely of Insurance Premium
Taxes.

NOTE 6- INSURANCE COVERAGE

The City is exposed to various forms of loss of assets associated with the risks of fire, personal
liability, theft, vehicular accidents, errors and omissions, fiduciary responsibility, etc. Each of
these risk areas are covered through the purchase of commercial insurance. The City has
purchased certain policies which are retrospectively rated and include worker’s compensation
insurance.
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CITY OF BROWNSBORO FARM, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE 7 - INTERFUND ACTIVITY

In addition, certain funds have been transferred among the governmental funds to allocate resources
to subsidize operations. Transfers during FY 2023 included the following:

From Fund To Fund Purpose Amount
Park General Indirect Costs S 534
General Park Capital Expenses $ 53,346
Pool Park Indirect Costs S 4,239

NOTE 8 — CONDUIT DEBT OBLIGATION

On April 1, 2021, the City signed Resolution/Municipal Order 2021 Issue 1 that authorized the
issuance of a new bond issue to pay off the outstanding Educational Revenue Bond Series
2009 and to finance the construction, equipping expansion and installation by Kentucky
Country Day School (“Borrower”) of Borrower’s main campus facility at 4100 Springdale Road,
Louisville, Kentucky consisting of Borrower’s Lower School, Middle School, STEAM Academic
Center and Athletic Center; in an amount not to exceed $12,500,000, and currently refund the
refinancing of a portion of the outstanding debt of the borrower in an amount no to exceed
$1,950,000. In no event shall the amount financed by the Note for the Project exceed
$13,500,000.

The 2021 series bonds are not a general obligation of the City, nor do the bonds pledge the
general credit or taxing power of the City, but shall be payable solely from the loan payments
made by Borrower. The loan agreement between the City and Borrower includes an
indemnification clause limiting the City’s liability. According to Borrower’s legal counsel,
Borrower assumes all liability in the event of any default on the current bond issue.

NOTE 9- SUBSEQUENT EVENTS
In preparing these financial statements, management of the City has evaluated events and

transactions for potential recognition or disclosure through December 22, 2023, the date the
financial statements were available to be issued.
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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 Commissioners
City of Brownsboro Farm, 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, each major fund, and the
aggregate remaining fund information of the City of Brownsboro Farm as of and for the year
ended June 30, 2023, and the related notes to the financial statements, which collectively
comprise the City of Brownsboro Farm’s basic financial statements, and have issued our report
thereon dated December 22, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of
Brownsboro Farm’s internal control over financial reporting (internal control) as a basis for
designing 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 Brownsboro Farm’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City of Brownsboro Farm’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

110 EasT Lowry LANE, LEXINGTON, Ky 40503, (859) 264-8785 Fax (859) 264-1736
201 SouTH MAIN STREET, WINCHESTER, Ky 40391, (859) 745-1174 Fax (859) 745-2433



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Brownsboro Farm’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 financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as items 2023-001 thru
2023-005.

We noted certain matters that we reported to management for the City in a separate letter dated
December 22, 2023.

City’s Response to Finding

The City’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The City’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.

Summens, Me(rary & Sparks, PSC

Lexington, KY
December 22, 2023

23



CITY OF BROWNSBORO FARM, KENTUCKY
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2023

FINDINGS - FINANCIAL REPORTING

None

FINDINGS - COMPLIANCE

2023-01: Expenditures

Condition:

Criteria:

Cause:

Some invoices were not paid within 30 days.

KRS 65.140 — Local governments required to pay for purchases within 30
days

The City did not issue payments for all invoices within 30 days of receipt.

Recommendation: We recommend the City issue payment for all invoices within 30

Response:

2023-02: Budget

Condition:

Criteria:

Cause:

days, and review and amend its' accounts payable procedures as
necessary to ensure compliance.

Commencing January 1, 2023, a new board has been established along
with a new City Clerk for the City of Brownsboro Farm, Kentucky. All
recommendations will be put in place and followed. All issues have already
been improved on since the establishment of the new board.

Debt service expenditures were not included in the budget.

KRS 91A.030(9) — The full amount required for debt service during the
budget year shall be appropriated for all fund types

The City did not include debt service expenditures in the FY2023 budget.

Recommendation: We recommend the City budget for all expenditures including debt

Response:

service (principal & interest) expenditures.
Budgeted items that have been established since the new budget that was

put in place on 7/1/2023 are reviewed monthly and will be amended when
necessary.
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SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2023

2023-03: Budget — Repeat Finding

Condition:

Criteria:

Cause:

Some expenditures exceeded budgeted appropriations.

KRS 91A.030(1) — No City shall expend any moneys from any fund, except
in accordance with the adopted budget ordinance

The City made expenditures in excess of budgeted appropriations.

Recommendation: We recommend the City budget for all expenditures including capital

Response:

expenditures. We also recommend the City Commissioners and
Mayor monitor expenditures compared to budget, and amend the
budget when necessary.

Budgeted items that have been established since the new budget that was
put in place on 7/1/2023 are reviewed monthly and will be amended when
necessary.

2023-04: Department for Local Government Reporting

Condition:

Criteria:

Cause:

Required reporting to the Department for Local Government (DLG) was not
submitted timely.

KRS 91A.040(2)(b) — After the close of each even-numbered fiscal year the
City shall forward an electronic copy of its financial statement to DLG by no
later than October 1

KRS 83A.085(3)(d) — Current city information must be mailed or submitted
electronical to DLG by January 31 of each year

The City’s FY2022 financial statement, and the FY2023 city officials update
form were filed with DLG after the stated due dates.

Recommendation: We recommend the City review the City Required Submissions to

Response:

DLG and implement procedures to ensure all filings are submitted
timely.

Commencing January 1, 2023, a new board has been established along
with a new City Clerk for the City of Brownsboro Farm, Kentucky. All
recommendations will be put in place and followed. All issues have already
been improved on since the establishment of the new board.
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CITY OF BROWNSBORO FARM, KENTUCKY
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2023

2023-05: Payroll

Condition:  The City did not fix compensation by approved ordinance.

Criteria: KRS 83A.070 — Compensation of elected officers, appointed officials, ad
employees
Cause: The City did not adopt an ordinance to fix the compensation of Elected

Officers, Appointed Officials, and City Employees.

Recommendation: We recommend the City Commissioners and Mayor adopt an
ordinance fixing the compensation of Elected Officers and Appointed
Officials and implementing a personnel and pay classification plan
for City Employees.

Response: An ordinance will be set in place to establish the compensation of elected
and appointed officials. Along with a pay classification plan.
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CITY OF BROWNSBORO FARM, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET TO ACTUAL (GAAP BASIS)
FOR THE YEAR ENDED JUNE 30, 2023

GENERAL FUND

VARIANCE
BUDGETED AMOUNTS Favorable
ORIGINAL FINAL ACTUAL (Unfavorable)
REVENUES:

Property Taxes S 131,200 $ 131,200 $ 123,703 S (7,497)

Insurance Premium Taxes 55,000 55,000 66,384 11,384

Franchise Fees 7,140 7,140 7,141 1

Interest Income 108 108 475 367

Miscellaneous Revenue - - 150 150

TOTAL REVENUES 193,448 193,448 197,853 4,405
EXPENDITURES:

General government 121,546 121,546 134,996 (13,450)

Public safety 10,800 10,800 8,650 2,150

Roads 7,500 7,500 7,181 319

Sanitation 57,018 57,018 56,994 24

TOTAL EXPENDITURES 196,864 196,864 207,821 (10,957)
Excess (Deficit) of Revenues over Expenditures (3,416) (3,416) (9,968) (6,552)
OTHER FINANCING SOURCES (USES):

Operating transfers - - (52,812) (52,812)
TOTAL OTHER FINANCING SOURCES (USES): - - (52,812) (52,812)
Excess (Deficit) of Revenues and Other Financing Sources

over Expenditures and Other Financing Uses (3,416) (3,416) (62,780) (59,364)
Fund balance, beginning 341,962 341,962 341,962 -
Fund balance, ending S 338,546 S 338,546 S 279,182 S (59,364)

See Auditor's Report and Accompanying Notes
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