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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and
Members of City Council
City of Morehead
Morehead, KY 40351

Report on the Audit of the Financial Statements

OPINIONS

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of Morehead, Kentucky (the “City”), as of and for the year ended
June 30, 2024, 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, based on our audit and the report of the other auditors, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the City, as of June 30,
2024, and the respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in accor-
dance with accounting principles generally accepted in the United States of America.

We did not audit the financial statement of Morehead Recreation, Tourism and Convention Commission (MRTCC), which
represent 6.2%, 7.0%, and 8.7%, respectively, of the assets, net position, and revenues of the City as of June 30, 2024. Those state-
ments were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for MRTCGC, is based solely on the report of the other auditors.

BASIS FOR OPINIONS

We conducted out audit in accordance with auditing standard generally accepted in the United States of America and the stan-
dards 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 Finan-
cial Statements section of our report. We are required to be independent of the City 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’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.

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 mis-
statement, whether due to fraud or error, and to issue an auditor’s report that included 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 everride of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judge 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:

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

« 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 risk. Such procedures include examining, on a test basis, evidence regarding the
amounts ad 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’s internal control. Accordingly, no
such opinion is expressed.

« 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.

« Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt
about the City’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 tim-
ing 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 information, and the Schedule of City’s Proportionate Share of the Net Pension and OPEB Liability
(Asset) and the Schedule of Pension and OPEB Contributions 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 and other auditors 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 and assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

SUPPLEMENTARY INFORMATION

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s
basic financial statements. The accompanying combining and individual nonmajor fund financial statements and schedule

of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations for Federal Awards, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information is the responsibil-
ity of management and was derived from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. The information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the combining and individual nonmajor fund financial statements and the schedule of expenditures of federal awards and
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated February 25, 2025, on our consideration
of the City’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of inter-
nal control over financial reporting and the results of that testing, and not to provide an opinion on the effectiveness of the City’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 the City’s internal control over financial reporting and compliance.

Kelley Galloway Smith Goolsby,PSC
Ashland, Kentucky
February 9, 2024

CITY OF MOREHEAD, KENTUCKY
STATEMENT OF REVENUE, EXPENSES
AND CHANGES IN NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2024

Business-type

Activities
OPERATING REVENUES
Gas revenue $2,962,547
Water revenue 5,467,349
Sewer revenue 6,209,296
Penalties 101,753
Other income 154,541
Total operating revenues 14,895,486
OPERATING EXPENSES
Gas 2,834,231
Water 3,994,729
Sewer 5,659,968
Administrative 2,048,846
Total operating expenses 14,537,774
OPERATING INCOME (LOSS) 357,712
NON-OPERATING REVENUES
(EXPENSES)
Investment income (loss) 190,085
Grant income 1,340,460
Other income (expenses) 1,070,575
Interest expense 496,946
Total non-operating revenues (expenses) 2,104,174
INCOME (LOSS) BEFORE CONTRIBUTIONS 2,461,886
CAPITAL CONTRIBUTIONS 175,097
CHANGE IN NET POSITION 2,636,983
NET POSITION, JUNE 30, 2022 28,713,352
NET POSITION, JUNE 30, 2023 $31,350,335
CITY OF MOREHEAD, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2024
Variance
Original Revised Positive
Budget Revisions Budget Actual (Negative
Revenues
Taxes:
General Property Taxes $1,400,000 - $1,400,000 $1,871,627 $471,627
Motor Vehicle Taxes 42,000 - 42,000 65,588 23,588
Bank deposit tax 85,000 - 85,000 104,223 19,223
Payments in lieu of tax 36,000 - 36,000 53,299 17,299
Telecommunications tax 56,000 - 56,000 104,744 48,744
Alcohol revenue taxes 240,000 - 240,000 363,008 123,008
1,859,000 - 1,859,000 2,562,489 703,489
Licenses, fees and permits:
Occupational & net profits license fees 4,000,000 - 4,000,000 5,628,591 1,628,591
Insurance premium fees 800,000 - 800,000 1,030,243 230,243
Franchise fees 307,700 - 307,700 357,247 49,547
Building inspection fees 12,500 - 12,500 85,182 72,682
Alcohol beverage fees 15,000 - 15,000 25,474 10,474
5,135,200 - 5,135,200 7,126,737 1,991,537
Intergovernmental:
ARPA funds - - - 1,992,468 1,992,468
Police incentive 92,000 - 92,000 109,576 17,576
Fire incentive 17,200 - 17,200 36,649 19,449
E-911 reimbursement 70,294 - 70,294 66,442 (3,852)
Recreation income 42,000 - 42,000 2,000 (40,000)
County contribution-fire station 55,000 - 55,000 55,000 -
Bicycle/Pedestrian Improvements
(TAP Grant) - 240,000 240,000 20,622 (219,378)
Law enforcement fees 7,000 - 7,000 10,588 3,588
Transportation Cabinet - 153,200 153,200 153,200 -
Triplett Valley RTP Grant 250,000 - 250,000 69,470 (180,530)
Reimbursed police program 5,000 - 5,000 (5,000)
Fire state aid 11,500 - 11,500 - (11,500)
Collection fee from
Tourism Commission 12,000 - 12,000 20,549 8,549
Streetscape Grant 851,386 - 851,386 317,137 (534,249)
National Opiod Settlement - 8,199 8,199 53,621 45,422
Other grants 4,600 - 4,600 139,134 134,534
1,417,980 401,399 1,819,379 3,046,456 1,227,077
Charges for services:
Refuse collection fees 200,000 - 200,000 230,624 30,624
Police warrant fees 2,000 - 2,000 2,635 635
Recreation 58,000 - 58,000 87,151 29,151
Rental income 32,500 - 32,500 43,790 11,290
Parking and code enforcement fines 250 - 250 4,648 4,398
Accident report reimbursement
program 1,500 - 1,500 3,721 2,227
Insurance claims payments 5,000 - 5,000 10,856 5,856
Other charges 2,000 - 2,000 6,631 4,631
301,250 - 321,250 390,056 88,806
Other Revenue:
Sale of Property 5,000 - 5,000 38,531 33,531
Interest income 6,500 - 6,500 16,360 9,860
Communications tower leases 6,500 - 6,500 4,500 (2,000)
Other income 25,000 - 25,000 29,455 4,455
43,000 - 43,000 88,846 45,846

Capital financing - - - - R

Total Revenues 8,756,430 401,399 9,157,829 13,214,584 4,056,755
Expenditures
General Government
Personnel services 466,368 160,879 627,247 544,708 82,539
Contract services 884,082 143,200 1,027,282 961,939 65,343
Materials & supplies 13,000 - 13,000 15,355 (2,355)
Other 1,775,420 204,699 1,980,119 421,193 1,558,926
Capital outlay 1,854,460 - 1,854,460 2,561,366 (706,906)
Debt service 382,804 - 382,804 433,723 (50,919)
5,376,134 508,778 5,884,912 4,938,284 946,628
Public Works
Personnel services 779,559 50,650 830,209 768,276 61,933
Contract services 520,179 31,000 551,179 421,393 129,786
Materials & supplies 134,000 - 134,000 111,262 22,738
Other 35,000 (5,000) 30,000 9,584 20,416
Capital outlay 168,000 (49,000) 119,000 197,077 (78,077)
Debt service 144,894 - 144,894 25,574 119,320
1,781,632 27,650 1,809,282 1,533,166 276,116
Police:
Personnel service 2,342,922 8,780 2,351,702 2,377,625 (25,923)
Contract service 657,060 - 657,060 406,452 250,608
Materials & supplies 24,300 - 24,300 19,934 4,366
Other 469,766 (3,000) 466,766 153,887 312,879
Capital outlay 37,500 - 37,500 239,465 (201,965)
Debt service 157,020 - 157,020 - 157,020
3688,568 5,780 3,694,348 3,197,363 496,985
Fire:
Personnel services 764,164 32,750 796,914 566,308 230,606
Contract services 183,908 - 183,908 138,165 45,743
Materials & supplies 92,500 - 92,500 74,021 18,479
Other 16,000 - 16,000 10,529 5,471
Capital Outlay 19,000 - 19,000 110,712 (91,712)
Debt service 184,662 - 184,662 94,371 90,291
1,260,234 32,750 1,292,984 994,106 298,878
Recreation:
Personnel services 641,824 (44,620) 597,204 607,586 (10,382)
Contract services 319,686 (2,500) 317,186 304,066 13,120
Materials & supplies 156,500 - 156,500 134,913 21,587
Other 590,200 (4,000) 586,200 210,620 375,580
Capital outlay - - - 25,784 (25,784)
Debt service 21,897 - 27.897 - 21,897
1,730,107 (51,120) 1,678,987 1,282,969 396,018
Community Center:
Personnel services 26,935 - 26,935 7,569 19,366
Contract services 20,900 - 20,900 11,899 9,001
Materials & supplies 10,200 - 10,200 9,932 268
Other 10,000 - 10,000 9,878 122
Capital outlay - - - - -
68,035 - 68,035 39,278 28,757
Total Expenditures 13,904,710 523,838 14,428,548 11,985,166 2,443,382
Excess (Deficiency) of revenues over
(Under) Expenditures (5,148,280) (122,439) (5,270,719) 1,229,418 6,500,137
Other Financing Sources (Uses)
Transfers in (out) - - - - -
Total other financing sources (uses) - - - - -
Net change in fund balance (5,148,280) (122,439) (5,270,719) 1,229,418 6,500,137
Fund balance beginning of year 6,264,091 122,439 6,386,530 6,104,058 (282,472)
Fund balance end of year $1,115,811 $- $1,115,811 $7,333,476 $6,217,665
CITY OF MOREHEAD, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
MOREHEAD RECREATION, TOURISM, AND CONVENTION COMMISSION-
MOREHEAD TOURISM COMMISSION (MTC)
FOR THE YEAR ENDED JUNE 30, 2024
Variance
Original Revised Positive
Budget Revisions Budget Actual (Negative)
REVENUES
Morehead Tourism Commission (MTC)
Carryover $484,812 $- $484,812 $- $(484,812)
ARPA KDT Grant (DMO Round 1) 100,326 - 100,326 - (100,326)
ARPA KDT Grant
(Meetings & Conventions) 200,000 - 200,000 200,000 -
ARPA KDT Grant (DMO 2 Round) 7,467 - 7,467 - (7,467)
ARPA KDT Grant
(Multi-Jurisdictional 3 LVA) 13,000 - 13,000 13,000 -
Transient room tax (City) 188,965 - 188,965 211,962 22,997
Transient room tax (County) 70,000 - 70,000 67,856 (2,144)
Morehead restaurant tax-MTC 915,382 - 915,382 1,030,400 115,018
Reimbursements 5,000 - 5,000 81,745 76,745
Grant income - - - 14,291 14,291
Total MTC revenues 1,984,952 - 1,984,952 1.619.254 (365,698)
EXPENDITURES
Morehead Tourism Commission (MTC)
Accountant expense 7,500 - 7,500 9,182 (1,682)
Administrative expenses-
City of Morehead 17,544 - 17,544 20,592 (3,048)
Audit 7,500 - 7,500 7,500 500
ARPA KDT Grant (DMO Round 1) 100,326 - 100,326 68,092 32,234
ARPA KDT Grant
(Meetings & Conventions) 200,000 - 200,000 95,734 104,266
ARPA KDT Grant (DMO 2 Round) 7,467 - 7,467 - 7,467
ARPA KDT Grant
(Multi-Jurisdictional 3 LVA) 13,000 - 13,000 - 13,000
ARPA KDT Grant (Milti-Juris 1 &2) 2,988 - 2,988 - 2,988
Arts and cultural director 55,038 - 55,038 54,885 153
Assistant executive director 51,761 - 51,761 47,965 3,796
City of Morehead -
recreation property purchase 179,808 - 179,808 - 179,80
Benefits - MTC 50,391 - 50,391 45,297 5,094
Retirement - MTC 56,400 - 56,400 41,324 15,076
Executive director 64,738 - 64,738 64,559 179
Fleet expense (gas, maintenance) 7,500 - 7,500 1,326 6,174
Grant funding 350,000 - 350,000 344,890 5,110
Insurance - MTC 12,020 - 12,020 6,587 5,433
Legal 2,000 - 2,000 237 1,763
Marketing - MTC 392,000 - 392,000 477614 (85,614)
Morehead Visitor Center 20,000 - 20,000 36,217 (16,217)
Administrative expense- office supplies 8,000 - 8,000 22,662 (14,662)
Payroll tax expenses - MTC 19,801 - 19,801 13,497 6,304
RCAC part-time
building assistant 15,00 - 15,000 15,432 (432)
Sinking fund 100,000 - 100,000 - 100,000
Visitor center program specialist - - - 3,875 (3,875)
Visitor Experience Cmmunications
Associate 37,500 - 37,500 13,498 24,002
Total MTC expenditures 1,778,282 - 1,778,282 1,390,465 287,817
Revenue over (under expenditures) 206,670 - 206,670 228,786 22,119
CITY OF MOREHEAD, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
MOREHEAD RECREATION, TOURISM, AND CONVENTION COMMISSION-
MOREHEAD CONVENTION COMMISSION (MCC)
FOR THE YEAR ENDED JUNE 30, 2024
REVENUES
Morehead Conference Center (MCC)
Carryover $157,265 $- $157,265 $- $(157,265)
Morehead restaurant tax-MCC 877,186 - 877,186 1,030,400 153,214
Facility room rental 95,000 - 95,000 91,620 (3,380)
Facility services income 5,000 - 5,000 - (5,000)
Catering 45,000 - 45,000 36,400 (8,600)
Total MCC revenues 1,174,451 - 1,174,451 1,158,420 (16,031)
EXPENDITURES
Morehead Conference Center
MCC director 59,324 - 59,324 59,160 164
MCC building assistants 36,000 - 36,000 19,651 16,349
MCC facilities operator/
staff supervisor 53,435 - 53,435 45,102 8,333
MCC building assistants (part-time) - - - - -
Payroll tax expenses-MCC 10,583 - 10,583 12,089 (1,506)
Marketing-MCC 50,000 - 50,000 27,380 22,620
Maintenance-MCC 80,000 - 80,000 53,081 26,919
Interior improvements loan - - - - -
Vehicle maintenance/gas - - - - -
Benefits-MCC 38,186 - 38,186 13,349 24,837
Insurance 16,730 - 16,730 18,746 (2,016)
Retirement-MCC 30,208 - 30,208 26,418 3,790
Parking lot lease 7,200 - 7,200 7,200 -
Event supplies 25,000 - 25,000 45,839 (20,839)
Utilities-phone & internet 3,000 - 3,000 8,086 (5,086)
Utilities-electric 75,190 - 75,190 61,947 13,243
Utilities-gas 5,150 - 5,150 1,883 3,267
Utilities-water, sewer & garbage 3,605 - 3,605 6,109 (2,504)
Depreciative asset reserve/
Capital purchases - - - 336,179 (336,179)
Sinking 90,899 - 90,899 - 90,899
Sales tax expense - - - 338 (338)
Jeffersontown bond 99,900 - 99,900 99,610 290
Morehead bond 102,000 - 102,000 95,100 6,900
Newport bond 295,000 - 295,000 312,687 (17,687)
Richmond bond 85,000 - 85,000 82,447 2,553
Citizens bank - - - 20,825 (20.825)
Total MCC expenditures 1,166,410 - 1,166,410 1,353,226 (186,816)
Revenues over (under) expenditures 8,041 - 8,041 (194,806) (202,847)
CITY OF MOREHEAD, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
MOREHEAD RECREATION, TOURISM, AND CONVENTION COMMISSION-
ROWAN COUNTY ARTS CENTER (RCAC)
FOR THE YEAR ENDED JUNE 30, 2024
REVENUES
Rowan County Arts Center (RCAC)
Carryover $10,250 $- $10,250 $- $(10,250)
Art classes 6,500 - 6,500 4,850 (1,650)
Facility rentals 900 - 900 6,950 6,050
Fundraisers & donations 14,000 - 14,000 41,534 27,534
Gallery sales 10,000 - 10,000 3,374 (6,626)
Grant income 19,000 - 19,000 - (19,000)
Studio rentals 18,000 - 18,000 17,559 (441)
Total RCAC revenues 78,650 - 78,650 74,267 (4,383)
EXPENDITURES
Rowan County Arts Center (RCAC)
Accountant expense-RCAC 1,800 - 1,800 1,350 450
Art supplies 5,000 - 5,000 1,938 3,062
Building assistants (part time) 15,000 - 15,000 - 15,000
Exhibit expense 600 - 600 827 (227)
Fundraising expense 4,500 - 4,500 16,929 (12,429)
Gallery sales expense 6,000 - 6,000 1,700 4,300
Garbage pick up-RCAC 550 - 550 - 550
Insurance-contents 1,300 - 1,300 - 1,300
Instructor expense 5,500 - 5,500 947 4,553
Maintenance-RCAC 21,000 - 21,000 46,752 (25,752)
Marketing/travel/education/
Dues/RCAC 13,000 - 13,000 4,123 8,877
Office supplies/postage fees 2,500 - 2,500 5,406 (2,906)
Utilities-outdoor utility box 750 - 750 623 127
Utilities-phone/internet 3,000 - 3,000 2,985 15
Total RCAC expenditures 80,500 - 80,500 83,580 (3,080)
Revenues over (under) expenditures  (1,850) - (1,850) (9,313) (7,463)
Total revenues over (under)
Expenditures 212,861 - 212,861 24,670 (188,191)
Fund balance beginning of year - - - 978,383 978,383
Fund balance end of year $212,861 $- $212,861 $1,026,276 $813,415
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