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A
Cloyd & Associates, PSC
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Members of the Board
Cumberland Valley Area Development District
London, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements Cumberland Valley Area Development District
(the “District”), as of and for the year ended June 30, 2021, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a baS|s for our
audit oplmons
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Certified Public Accountants
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Cumberland Valley Area Development District, as of June 30, 2021, 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.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Cumberland Valley Area Development District’s basic financial statements. The combining
and individual nonmajor fund financial statements are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, and is also not a required part of the basic financial statements.
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The other supplemental schedules and the schedule of expenditures of federal awards are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such 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, as required by the Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated December 31,
2021, on our consideration of Cumberland Valley Area Development District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. The report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Cumberland Valley Area
Development District’s internal control over financial reporting and compliance.

Cloyd & Associates, PSC

Cloyd & Associates, PSC
London, Kentucky : ; , e
December 31, 2021 ; C oy
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
Year ended June 30, 2021

As management of the Cumberland Valley Area Development District (District), we offer readers of the District's
financial statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended June 30, 2021. We encourage readers to consider the information presented here in conjunction with
additional information found within the body of the financial statements and notes.

This Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Govermnmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements —and
Management's Discussion and Analysis — State and Local Governments, issued June 1999; GASB Statement
No. 37, Basic Financial Statement — and Management Discussion and Analysis — for State and Local
Governments; Omnibus, an amendment to GASB Statement No. 21 and No. 34, issued in June 2001; and in
GASB Statement No. 38, Certain Financial Statement Note Disclosures, issued in 2001. Certain comparative
information between the current year and the prior year is required to be presented in the MD&A.

FINANCIAL HIGHLIGHTS

The District's solid financial position is attributed to sound fiscal management and continuing review of all policies
in search of ways to increase revenues and/or reduce costs. Our current financial position is strong and our budget
for FY 2021 is solid and supports the needs of the District.

OVERVIEW OF FINANCIAL STATEMENTS '

u 1
This annual report includes the management’s discussion and analysis, the independent auditors report, the
District’s audited financial statements, and notes to the financial statements. The notes to the financial statements
explain in detail some of the 1nf0rmat|on in the financial statements.
The District's flnanCIa! statements utlllze the accrual ba31s of accountlng Also the financial statements conform
to generally accepted accountlng principles and guidelines set forth by the Governmental Accounting Standards
Board (GASB) The Districtis a single fund, special purpose entity that provides regional planning, development
and aging services to the city, county and nonprofit agencies within the 8-county area. As such, the entrty—wnde
financial statements include a stafement of net assets, a statement of revenues, expenses and changes in net
assets, and a statement of cash ﬂows These stateme]nts dlsp]ay mformatlon about the entlty i

] t

The District does not ut:l:ze multiple funds in accounting for its flnancnal actlv:tles therefore fund type statements
are not presented. The Statemerits of Net Position details the District’'s assets and liabilities and very similar to
the balance sheet. The Statements of Revenues, Expenses and- Changes in Net Position details revenue
classified by source and experiditures. by purpose for separate fiscal years and the also considers adjustments, if
any, for prior year events.
The basic financial statements can be found in the table of contents 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 financial statéments. The notes to the financial statements can be found
in the table of contents this report.

FINANCIAL ANALYSIS

. i " Co - Ay . .
The enclosed financial statements summarize the overall financial condition of GVADD for the-fiscal years ended
June 30, 2021 and 2020, as summarized in the following table:

1. See table on next page - :




MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) - CONTINUED
CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT - LONDON, KY
Year ended June 30, 2021

FY 2021 FY 2020
Current Assets $ 3,359,041 $ 3,677,282
Notes Receivable, long term 100,148 188,511
Capital Assets 265,717 287,962
Deferred outflows of resources 921,823 846,209
Total Assets and Deferred Outflows $ 4,646,729 $ 4,999,964
Current Liabilities ' $ 748,503 $ 1,589,310
Net Pension Liability 2,865,865 2,753,156
Net OPEB Liability 901,986 658,250
Long Term Liabilities - -
Total Liabilities 4,516,354 5,000,716
Deferred inflow of resources 466,796 586,754
o o
Net Position ’ 1 .
Invested in capital assets 265,717 207,962
Restricted 1,459,359 1,426,321
Unrestricted (2,061,497) (2,221,789)
Total Net Position ' (336,421) (587,506)
Total Liabilities, Deferred Inflows, & . -
Net Position $ 4,646,729 $ 4,999,964

Net position may serve over time as a useful indicator of a district's financial position. Cumberland Valley Area
Development District liabilities exceeded assets by $336,421 as of June 30, 2021, a decrease of $251,085 from
the previous year.

The largest portion of the District’s net position reflects its restricted assets, such as restricted cash for grant and
revolving loan activities. .

The following table prese_nts a summary of revenues, expenses, and changes in fund batance reported for the
fiscal year ended June 30, 2021, compared to the fiscal year ended June 30, 2020.

See Table on Next Page-




MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) - CONTINUED
CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT - LONDON, KY
Year ended June 30, 2021

FY 2021 FY 2020
Revenues:
Federal and state revenues $ 4,560,611 $ 4,329,251
Local Revenues 318,075 396,383
Interest income - -
Total Revenues 4,878,686 4,725,634
Expenses
Personnel 1,570,766 1,497,575
Contractual 2,064,038 2,117,104
Other 894,198 1,106,093
Total Operating Expenses 4,529,002 4,720,772
Operating Income " 349,684 4,862
Non-operating Income (Expense) (169,613) 2,942
Increase (decrease) in fund balance 180,070 7 7,803

From June 30, 2020 to June 30, 2021, CVADD’s fund balance increased $180,070. Current fiscal year
revenues increased $153 052.

Capital Assets

The following table summarizes the capital asset and depreciation activity of the District for the year ended June
30, 2021:

FY 2020 Additions  Retirements FY 2021
Property, furniture, vehlcles
equipment : $ 235,870 $ - $ - $ 235,870
Building and land 886,581 - - 886,581
Total fixed assets ) 1,122,451 - ' - 1,122,451
Less: accumulated depreciation (834,489) (22,245) - (856,734)
Net $ 287,962 $ (22,245) ‘ $ - . $ 265,717




MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) - CONTINUED
CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT - LONDON, KY
Year ended June 30, 2021

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The District is experiencing slow-growing revenues and rising operating costs. More economical ways of
delivering services and paying for those services is currently being researched.

In summary, the District enjoys a high level of services, excellent facilities, and adequate financial reserves.
However, the reality is that steady development in the District that would generate new revenue to offset increased
costs has not occurred due to state and federal budget constraints. ‘

CONTACTING THE CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT MANAGEMENT

Questions regarding this report should be directed to the Executive Director by phone (606) 864-7391 or by mail
at PO Box 1740, London, KY 40743.




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF NET POSITION
June 30, 2021

ASSETS

Current Assets
Cash - unrestricted
Cash - restricted
Accounts recelvable
Restricted notes receivable, net

Total current assets

Noncurrent Assets
Restricted notes receivable, net of current portion
Capital assets, net

Total noncurrent assets

Total assets

Deferred outflow of resources

Deferred outflows from pensions
Deferred outflows from OPEB

Total deferred outflows of resources

Total assets and deferred outflows

LIABILITIES

Current Liabilities
Accounts payable
Accrued payroll and payroll taxes
Accrued annual leave
Accrued interest payable
Other current liabilities
Notes Payable, current portion
Total current liabilities

Other Liabilities
Net pension liability
Net OPEB liability
Long-term debt
Total noncurrent liabilities

Deferred inflow of resources

Deferred pension inflows
Deferred OPEB inflows

Total deferred inflows of resources
NET POSITION

Net investment in capital assets
Restricted for:

Other
Unrestricted

Total net position

Total Liabilities, Deferred Inflows, and Net Position

Governmental Activitles Business-type Activities Total
717,397 $ - 717,397
- 1,258,833 1,258,833
1,302,182 - 1,302,182
- 80,629 80,629
2,019,579 1,339,462 3,359,041
- 100,148 100,148
265,717 : 265,717
265,717 100,148 - 365,865
2,285,296 1,439,610 3,724,906
514,752 - 514,752
407,071 - 407,071
921,823 - 921,823
3,207,119 1,439,610 4,646,729
609,971 (19,749) 590,222
73,042 - 73,042
85,239 - 85,239
768,252 (19,749) 748,503
2,865,865 - 2,865,865
901,986 - 901,986
3,767,851 - 3,767,851
211,798 : 211,798
254,998 - 254,998
466,796 - 466,796
265,717 - 265,717
- 1,459,359 1,459,359
(2,061,497) - (2,061,497)
(1,795,780) 1,459,359 (336,421)
3,207,119 $ 1,439,610 . 4,646,729

The accompanying notes are an integral part of these financial statements
-8~
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
COMBINING BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2021

ASSETS

Cash and cash equivalents
Accounts Receivable
Notes Receivable (net)
Due from other funds

Total assets

LIABILITIES AND FUND BALANCES
Accounts payable
Accrued expenses
Unearned revenues
Due to other funds
Total liabilities
Fund Balances
Restricted

Committed
Unassigned

Total fund balances

Total liabilities.and fund balances

See accompanying independent auditor’s report

Special Total
Revenue Governmental
General Fund Funds Funds
$ 704,252 $ 13,145 $ 717,397
962,754 339,428 1,302,182
$ 1,667,006 $ 352,573 $ 2,019,579
109,957 500,014 609,971
73,042 ~ 73,042
' 182,999 500,014 683,013
- (147,441) (147,441)
= 4 n 1 = ‘ . N =
1,484,007 - 11,484,007
1,484,007 (147,441) 1,336,566
$ 1,667,006 $ 3852573 § 2,019,579

-10-




CUMBLERAND VALLEY AREA DEVELOPMENT DISTRICT

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS TO
THE STATEMENT OF NET POSITION
June 30, 2021

Total fund balances - governmental funds $ 1,336,566

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported as assets in governmental funds. 265,717

Deferred outflow of resources are not recorded in the government fund
financials because they do not affect current resources, but are recorded 921,823
in the statement of net position.

Note payable are not reported in the governmental fund balance sheet -~
because they are not due and payabile in the current period, but they, .
are presented in the statement of net posmon ' -

The portion of accrued expenses is not reported in the
governmental fund balance sheet because it is not due and payable
in the current period, but it is presented in the statement of net position. -

The long term portion of accumulated vacation leave is not reported in the
governmental fund balance sheet because it is not due and payable
in the current period, butit is presented in the statement of net position. (85,239)

Net pension obligations and net OPERB obligations are not reported inthe

governmental fund balance sheet because they are not due and'payable in

the current period, but they are presented in the statement of net posntlon (8,767,851)
Deferred lnflow of resources are not recorded in the government fund’

financials bécause they do not affect current resources but are recorded

in the statement of net position. o . (466,796)
Interest payable is not reported in the governmental fund balance sheet

because it is not dle and payable in the cuirent period, but it is presented

in the statement of net paosition. , ' -

Total net position - govemmiental activities S $ (1,795,780)

The accompanying notes are an integral part of these financial statements. .. i ~-11 -
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year Ended June 30, 2021

Revenues

Federal granis

State grants

Interest

Dues

Rental

Program Fees and donations
Required match

Other

Total revenues

Expenditures
Sataries and benefits
Travel
Shared expenses . .
Other ‘ . i
Services and contracts |
Required match
Total expenditures

Excess (deficit) of revenues over expenditures

Other Financing Sources {Uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Net change in fund balances

Restated Fund balance, July 1, 2020

Fund balance, June 30, 2021

See notes to financial staterﬁents.

Total
Special Revenue  Governmental
General Fund Funds Funds

$ 473,552 $ 1,981,248 $ 2,454,800
1,022,617 1,083,194 2,105,811
72,517 - 72,517

6,569 - 6,569

6,424 30,159 36,583

14,679 169,613 184,292

- 18,114 18,114

1,596,358 3,282,328 4,878,686
1,570,766 - 1,570,766

11,951 - 11,951

508,383 - 508,383

. 2271497 | 131,988 359,185

4,996 2,058,042 2,064,038

14,679 169,613 184,292
2,337,972 2,360,643 4,698,615
(741,614) 921,685 180,071
916,119 b 916,119
‘- (916,119) (916,119)

916,119 (916,119) -
174,505 5,565 180,070
1,309,502 (1 53,006) 1,156,496

$ 1,484,007 $ (147,441) $ 1,336,566

-2 -




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

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

Year ended June 30, 2021

Net change in total fund balances - governmental funds $

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

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

»

Pension contributions are recorded in the fund statements but are deferred outflows
on the statement of net position while calculated pension expense is recorded in
the statement of activities.

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

Accumutated 5|ck feave is recognlzed by the amount earned in the statement of ay

activities, but the governmental fund financial statements onfy recogntze the
obliations antloipated to be retired from existing resource . .. AT

ot

Change in net position - governmental activities * A : $
1 -

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

180,070

(22,245)

60,222

218,047

13 -
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF NET POSITION -
PROPRIETARY FUNDS
June 30, 2021

RLF RLF
EDA ARC
Fund Fund Total
ASSETS
Current assets
Cash and cash equivalents 1,243,194 15,639 1,258,833
Notes receivable, net 80,629 - 80,629
Total current assets 1,323,823 15,639 1,339,462
Noncurrent assets
Notes receivable, net 100,148 - 100,148
Capital assets, net of depreciation -~ - -
Total noncurrent assets 100,148 - 100,148
Total assets 1,423,971 15,639 1,439,610
Deferred outflow of resources
Deferred outflows from pensions - - -
Deferred outflows from OPEB \ - - -
LIABILITIES
Curi'ent Liabilﬁiés .
Accounts payable (18,396) {1,353) (19,749)
Total current liabilities (18,396) (1,353) {19,749)
Noncurrent Liabilities i “
Net pension liability Lo - -
Net OPEB liability ~ - -
Total noncurrent kabilittes - - -
Total liabilities {18,396) {1,353) {19,749)
Deferred inflow of resources
Deferred inflows related to pension expense . - - -
Deferred inflows related to OPEB - - -
NET POSITION '
Net investment in non-capital assets 100,148 - 100,148
Restricted for: .
‘Other 1,342,219 16,992 1,358,211
Unrestricted - - -
Total net positicn 1,442,367 16,992 1,459,359

The accompanying notes are an Integral part of these financial statements. -14-




CUMBLERAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION -
PROPRIETARY FUNDS
Year ended June 30, 2021

RLF RLF

EDA ARC
Fund Fund Total
Operating revenues
Interest from loans $ 9,753 $ - $ 9,753
Other - - -
Total operating revenues 9,753 - 9,753
Operating expénses
Administrative services » - - -
Other - - -
Total operating expenses - - -
Operating income/(loss) 9,753 - 9,753

Nonoperating revenues
Excess funds back to ARC .
Interest Income , . o . . 588 4 593
interest expense . - - -

Total nonoperating revenues/ {expenses) 589 4 - 593

Income before contributions . . :
transfers and special items 10,342 4 10,346

Transfers in (out) (4,876) - i {4,876)
Change in net position ~ 5,466 4 5,470
Net position és of June 30, 2020 1,436,901 16,988 1,453,889
Net position as of June 30, 2021 | $ 1,442,367  $ 16,992  § 1,459,359

The accompanying notes are an integral part of these financial statements. - -15-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF CASH FLOWS -
PROPRIETARY FUNDS
Year ended June 30, 2021

RLF RLF
EDA ARC
Fund Fund Total
Cash flows from operating activities
Cash received from:
Other receipts $ 9,753 $ - $ 9,753
Cash paid to/for:
Cther payments ’ 4,877 - . 4,877
Net cash used in operating activities 14,630 - 14,630
Cash flows from investing activities
Interest income 589 4 593
Transfer from (o) general fund {4,876) - (4,876)
Net cash used in investing activities . (4,287) 4 {4,283)
Cash flows from non-capital financing activities
Payments on note receivable 84,936 - 84,936
Issuance of notes receivable - - -
Excess cash to ARC - - -
Interest paid on debt - - -
Net cash used in capital and related activities 84,936 - 84,936
Net increase in cash and cash equivalents 95,279 4 95,283
Cash and cash equivalents as of June 30, 2020 1,147,915 15,635 1,163,550
Cash and cash equivalents as of June 30, 2021 ) $ 1,248,194 $ 15,639 $ 1,258,833

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:
Operating income/ ‘(loss) . $ 9,753 $ - $ 9,753
Adjustments to reconcile change in net position fo net cash .
used in operating activities: I- e
Increase/(decrease) in accounts payable 4,877 Lo ~ 4,877

Other ' - - -
Net cash used in operating activities $ 14,630 $ - $ 14,630

The accompanying notes are an integral part of these financial statements. -16-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Cumberland Valley Area Development District (“District”) was created and established by KRS 147A.050 to
147A.120 and is a “Public Agency” within the meaning of KRS 65.210 to 65.300. The purpose of the Area
Development District (ADD) is to improve the quality of life in the Cumberland Valley area by promoting economic
development, to provide basic facilities essential to the stimulation of business, manufacturing, services, tourism
and commercial activities; and through efforts promoting human resource development to improve health, welfare
and education systems within the eight county area consisting of Bell, Clay, Harlan, Jackson, Knox, Laurel,
Rockcastle, and Whitley; and provide a forum for elected officials and citizens to reach a consensus and establish
local-state-federal partnerships to seek a coordinated solution to problems. The Board of Directors is composed
of 49 members made up 8 County Judge Executives, 22 Mayors, and 19 Citizen Members.

The basic financial statements of the District have been prepared in accordance with U.S. generally accepted
accounting principles as applied to governmental units. The Governmental Accounting Standards Board (GASB)
is the standard setting body for governmental accounting and financial reporting. The GASB periodically updates
its codification of the existing Governmental Accounting and Financial Reporting Standards which, along with
subsequent GASB pronouncements (Statements and Interpretations), constitutes GAAP for governmental units.

Basis of Presentation

The financial statements of the District have been prepared in conformity with generally accepted accounting
principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is
the accepted standard setting body for establishing governmental accounting and financial reporting principles.

The following is a summary of the basis of presentation:

Government-wide Financial Statements - The statement of net position and the statement of revenues,
expenses, and changes in net position display information about the District as a whole. These statements include
the financial activities of the primary government, except for fiduciary funds. The statements distinguish between
those activities of the District that are governmental, which normally are supported by tax revenues, and those
that are considered business-type activities, which rely significantly on fees and charges for support.

The government-wide statements are prepared using the economic resources measurement focus and the
accrual basis of accounting. This is the same approach used in the preparation of the proprietary fund financial
statements but differs from the manner in which governmental fund financial statements are prepared.
Governmental fund financial statements therefore include reconciliations with brief explanations to better identify
the relationship between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program of the
District'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 District. 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 District. :




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Fund Financial Statements - Fund financial statements report detailed information about the District. 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. Nonmajor funds are aggregated and presented in a single
column. Fiduciary funds are reported by fund type.

The accounting and reporting treatment applied to a fund is determined by its measurement focus. All
governmental fund types are accounted for using a flow of current financial resources measurement focus. The
financial statements for governmental funds are a balance sheet, which generally includes only current assets
and current liabilities; and a statement of revenues, expenditures and changes in fund balances, which reports
on the changes in total fund balances. Proprietary funds and fiduciary funds are reported using the economic
resources measurement focus. The statement of cash flows provides information about how the District finances
and meets the cash flow needs of its proprietary activities.

Accounting principles generally accepted in the United States of America require that the General Fund be
reported as a major fund. All other governmental and proprietary funds whose assets, liabilities, revenues, or
expenditures comprise at least 10% of the total for the relevant fund category and at least 5% of the corresponding
total for all governmental and proprietary funds combined must also be reported as major funds.

The District has the following funds::

ol

1. . Government Fund Types

The General Fund is the main operating fund of the District. It accounts for all revenues and expenditures
of the District not encompassed within other funds. General operating expenditures and the capital
improvement costs that are not paid through other funds are paid from the General Fund. This is a
budgeted fund, and any fund balances are considered as resources. available for, use. This is always a
major fund of the Drstrrct i v AT |
b
The Specral Revenue (Grant) Funds account for proceeds of specific revenue sources (other than
expendable trusts or major!capital projects) that are legally restricted to disbursements for specified
purposes. It includes federal financial programs where Unused balances are returned to the grantor at
the close ‘of the specified project peridds as well as the state grant programs. Project accounting is
employed to maintain mtegrrty for the various sources of funds. The separate projects of federally -funded
grant programs are identified in the Schedule of Expendrtures of Federal Awards mcluded in this report.
Thisis a major fund of the District. i
no b
2. Prognetacy Fund Types ‘
Enterpnse funds are used to.account for operatrons that are f nanced and operated in a manner srmrlar
to private business enterprises where'the: mtent of the governing body is that the cost (expenses,
including depreciation) of providing:goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges; or ' where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, or other purposes. Both Revolving Loan Funds
are major funds of the District.

Basis of Accounting

Basis of accounting determines when transactrons are recorded in the frnancral records and reported on the
financial statements. The District uses the accrual basis of accounting. -

Revenues — The District recognizes revenue on the accrual basis of accounting. Grant and contract revenue are
recognized as eligible expenses are incurred. Revenue is recognized on performance contracts based upon the
percentage of compiletion or agreed upon ‘services method.

- -18-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Nonexchange transactions, in which the District receives value without directly giving equal value in return,
includes grants, entitiements and donations. Revenue from grants, entitlements and donations is recognized in
the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year when use is
first permitted; matching requirements, in which the District must provide local resources to be used for a specified
purpose; and expenditure requirements, in which the resources are provided to the District on a reimbursement
basis.

Basis of Accounting - continued

Unearned Revenue - Unearned revenue arises when assets are recognized before revenue recognition criteria
have been satisfied. Grants and entitlements received before the eligibility requirements are met are recorded as
unearned revenue

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they are
incurred.

When both restricted and unrestricted resources are available for use, it is the District's policy to use restricted
resources first, then unrestricted resources as needed.

Revolving Loan Notes Receivable

Revolving loan notes receivable are stated at face value, less an allowance for loan losses. The allowance is
established through periodic charges to direct expenses

Allowance for Doubitful Accounts '

The allowance for loan losses related to revolving loans is established through a provision for loan losses charged
to expenses. Loans are charged against the allowance for loan losses when management believes that the
collectability of the principal is unlikely. The allowance is an amount that management believes will be adequate
to absorb possible losses on existing loans that may become uncollectible, based on evaluations of the
collectability of lo0ans and prior loan loss experience. The evaluations take into consideration such factors as
changes in the nature and volume of the loan portfolio, overall portfolio quality, review of specific problem loans,
and current economic conditions that may affect the borrowers’ ability to pay.

Cash and Cash Equivalents

The District has bank accounts and certificates of deposit. The monies are either maintained in a central bank
account oriused to purchase legal investments. . ! ) o i

Prepaid Assets

Payments made that will benefit periods beyond the end of the fiscal year are recorded as prepaid items uéing
the consumption method. A current asset for the prepaid amount is recorded at the time of the purchase and an
expenditure/expense is reported in the year in which services are consumed.

Capital Assets

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. The District
maintains a capitalization threshold of $5,000. Improvements are capitalized; the cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend an asset’s life are not capitalized.

= §@=




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Capital Assets-continued

All reported capital assets, except land and construction-in-progress, 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 general capital assets:

Description Estimated Lives
Buildings and infrastructure 10-50 years
Machinery and equipment 10 years

Accumulated Unpaid Vacation and Sick Leave Benefits

Vacation benefits are accrued as a liability as the benefits are earned if the employee’s right to receive
compensation is attributable to services already rendered and it is probable that the employer will compensate
the employees for the benefits through paid time off or some other means. Full-time employees accrued vacation
time is based on the employee’s length of service or specified in a written employment offer. The maximum
amount of ‘vacation time that can be accrued for any employee is 30 days. The entire unpaid vacation benefit
liability is reported on the financial statements.

Sick leave benefits are accrued at the rate of one and one quarter (1.25) days per month with no maximum
accumulation. Per District policy, no payment of sick will be made to any employee in the event of termination of
employment, regardless of the reason. Therefore, there is no liability for unused sick leave benefits recorded in
the accompanying financial statements.

Accrued Liabilities and Long-Term Obligations 4

All payables, accrued liabilities and Io'ng-term obligations are reported in the financial statements.

In general, payables and accrued liabilities that will be paid from governmental funds are reported on the
governmental fund financial statements regardless of whether they will be liquidated with current resources.
However, claims and judgments, accumulated sick leave, contractually required pension contributions and special
termination benefits that will be paid from governmental funds are reported as a liability in the fund financial
statements only to the extent that they will be paid with current, expendable, available financial resources. Bonds
and other long-term obligations that will be paid from governmental funds are not recognized as a liability in the
fund financial statements until due. 5

Bonds and Related Premiums, Discounts, and Issuance Costs

In the financial statements, bond premiums and discounts are deferred and amortized over the life of the bonds
using the straight-line method. Bonds payable are reported net of the applicable bond premiums or discounts.
Bond issuance costs are expensed when bonds are issued.

Budgetary Process

Budgetary Basis of Accounting: The District's budgetary process accounts for certain transactions on a basis
other than Generally Accepted Accounting Principles (GAAP). The major differences between the budgetary
basis and the GAAP basis are: Once the budget is approved by the Board, it can be amended. Budgetary receipts
represent original estimates modified for adjustments, if any, during the fiscal year. Budgetary disbursements
represent original appropriations adjusted for budget transfers and additional appropriations, if any, approved
during the fiscal year. Each budget is prepared and controlled at the revenue and expenditure function/object
level. All budget appropriations lapse at year-end. :
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the District. For
the District, those revenues are primarily grants and interest earned on revolving loans. All other revenues are
non-operating, such as investment income. Operating expenses can be tied specifically to the production of the
goods and services, such as materials and labor and direct overhead. Other expenses are non-operating, such
as interest expense.

Net Position

Net position represents the difference between assets and liabilities. Net position invested in capital assets, net
of related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances
of any borrowings used for the acquisition, construction or improvement of those assets. Net position is reported
as restricted when limitations are imposed on their use either through the enabling legislation or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.

In-Kind

In-kind contributions included in the aciconﬁpanying financial statements consist of donated volunteer time,
facilities, or services. - ' ‘ ‘

Interfund Activity
Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/expenses
in the purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are
reported as interfund transfers. |

Deferred Inflows and Deferred Outflows of Resources

Deferred inflows and deferred outflows are recorded on the financial statements. The deferred outflows of
resources presented were primarily created by differences in pension expectations, the prior refunding of revenue
bonds, and deferral of pension contributions. Deferred inflows were primarily created by actuarial determinations
of net pension liability changes.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pension, and'pension expense, information -about the fiduciary net position of the County
Employees Retirement System Non-Hazardous (CERS) and additions to/deductions from fiduciary net position
have been determined on the same basis as they are reported by the pensions. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms. Investments are reported at fair value.

Cost Allocation Plan

The District is required by the Department of Local Government, to operate under a cost allocation plan that
conforms to 2 CFR part 225. A summary of the cost allocation plan is described in detail in NOTE B. The District
is in conformity with 2 CFR Part 225. :
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Estimates

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

NOTE B — COST ALLOCATION

Joint Costs are accumulated into a cost pool and allocated to grant programs based on direct personnel costs,
per a written cost allocation plan. All funds expended by the District are charged either to a specific grant and/or
program element as a direct charge or allocated to all programs as a shared (indirect) cost. Direct charges are
defined in 2 CFR part 225, Uniform Guidance (formerly OMB Circular A-87 and A-133) as those that can be
identified specifically with a particular cost objective. Shared (indirect) costs are those incurred for a common or
joint purposes benefiting more than one grant and/or program element. All costs are recognized under the
provisions of 2 CFR Part 225, Uniform Guidance (formerly OMB Circular A-1 02).

NOTE C - CUSTODIAL CREDIT RISK - DEPOSITS

Custodial credit risk is the risk that in the event of a bank failure, the District's deposits may not be returned to it.
As of June 30, 2021, none of the District’s bank balance was exposed to custodial credit risk because of coverage
by Federal Depository insurance and by collateral agreements and collateral held by the pledging banks’ trust
departments in the District’s name.

At June 30, 2021, the carrying amount of the District’s deposits (cash and investments) was $1,976,230 and the
bank balance was $2,408,419. Of this amount, $1,258,833 is restricted for the'Revolving Loan Funds as required
by the Economic Development Administration (EDA). If the EDA determines that the District has excess funds,
then those monies would be sequestered into an interest-bearing account separately from other restricted funds.

NOTE D — ACCOUNTS RECEIVABLES

Grant and local receivables are expected to be fully collectible. Grant and local grants receivable consist of the
following:

2021

.Grants ‘ $1,276,405
Various Local 25,777
$1,302,182

Federal and state grants to.be used or expended as specified by the grantor are recognized as revenue and
recorded as receivables as qualifying expenditures are made.

2o




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE E — REVOLVING LOAN PROGRAM AND RELATED RESTRICTED RECEIVABLES

The District received a grant of $930,500 from the U.S. Department of Commerce, Economic Development
Administration (EDA) to establish a revolving loan program to stimulate economic development in the area. In
addition, the District provided a local match of $393,500, as required by the grant. At June 30, 2021, the
accompanying financial statements include revolving loans receivable of $265,679 and cash of $1,258,833.
These loans receivable is restricted for the original use of the revolving loan program. One loan is in default, and
therefore there is a balance of $84,902 in allowance for doubtful accounts. Therefore, the net loan receivable
balance at June 30, 2021 is $180,177.

NOTE F - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2021 was as follows:

Balance Balance
July 1, 2020 Additions Retirements June 30, 2021
Cost:

Buildings and land $ 886,581 $ - $ - $ 886,581
Equipment and vehicles 235,870 - - 235,870
Total capital assets T 1,122,451 - - 1,122,451
Less: accumulated depreciation (834,489) (22,245) - (856,734)
Net capital assets ’ $ 287,962 § (22245) $ - $ 265717

Depreciation expense is directly charged to local operations due to the nature of the District.

NOTE G - LONG-TERM OBLIGATIONSV

Bonds in the amount of $1,015,000 were issued in 2001 by the City of Barbourville, Kentucky (for the Cumberland
Valley Area Development District), Series, 2001. A resolution was adopted by the City approving certificates of
participation and a lease financing agreement with the District. A trust agreement was executed, by the City and
the District, related to the execution and delivery of certificates of participation to investors. The bonds were issued
on May 17, 2001, with interest rates varying from 5.25% to 5.75%. Bonds retired during the year were $80,000.

A summary of bonds payable activity during the fiscal year is as follows:

Balance Principal Principal Balance
July 1, 2020 Additions ~ Reductions  June 30, 2021

Bonds Payable $ 80,000 $ : $ 80,000 $ -

Total $ 80,000 $ = _$ 80,000 $ -
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE H- RETIREMENT PLANS
General information about the County Employees Retirement System Non-Hazardous (CERS)

Pian description—Substantially all full-time employees of the District participate in the CERS, a cost-sharing
muttiple-employer defined benefit pension plan administered by the Kentucky Retirement System, an agency
of the Commonwealth of Kentucky. Under the provisions of the Kentucky Revised Statute ("KRS") Section
61.645, the Board of Trustees of the Kentucky Retirement System administers CERS and has the authority
to establish and amend benefit provisions. The Kentucky Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for CERS. That
report may be obtained from http://kyret.ky.qov/.

Benefits provided—CERS provides retirement, health insurance, death and disability benefits to Plan
employees and beneficiaries. Employees are vested in the plan after five years' service. For retirement
purposes, employees are grouped into three tiers, based on hire date:

Tier 1 Participation date Before September 1, 2008

Unreduced retirement 27 years service or 65 years old
Reduced, retirement ;. Atleast 5 years service and 55 years old

| Atleast 25 years service and any age

Tier2 Participation date =~ " September 1, 2008 - December 31, 2013
Unreduced retirement At least 5 years service and 65 years old
Orage 57+ and sumof service years plus age equal 87
. Reducediretirement , :, Atleast 10 years.service andi60 years old
Tier 3 Pamcxpatlon date . :  AfterDecember 31,2013 Lol o
: Unreduced retxrement‘ " - Atleast 5 years service and 65 years old ” '
SR o o+ Or age 57+and sumofscrvxce'years plus age equal 87 v
. Rcduced retlrement ek Not avaﬂable o : : S

o . : i;"r’ft. . .l

Pammpatmg employees become ehglb]e to recelve thé health lnsuranoe beneﬁt after at least 180 months of
service. Death benefits are provided for both death after retirement and death prior to retirement.

Contribmions—Requiqéd contributjor'ls by'thQﬂngFdeé‘are based ora}thestier:: o 4'  K

AU AR B U
: ' Required contribution

Tier 1 5%
., Tier2 . . 5% + 1% for insurance
,. Tier3 5% + 1% forinsurance .

Funding Policy — Funding for the plan is provided through payroll withholdings and matching District
contributions. The District contributes 24.06% of the employee's total compensation subject to contribution.
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE H - RETIREMENT PLANS - CONTINUED

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

At June 30, 2021, the District reported a liability for its proportionate share of the net pension liability for
CERS. The amount recognized by the District as its proportionate share of the net pension liability
associated with the District were as follows: '

District's proportionate share of the CERS net pension liability $ 2,865,865

$ 2,865,865

The net pension liability for each plan was measured as of June 30, 2020, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation'as of that date.

The District’s proportion of the net pension liability for CERS was based on the actual liability of the
employees and former employees relative,to the total liability of the System as determined by the actuary.
At June 30, 2020, the District's proportion was 0,037365%. For the year ended June 30, 2021, the District
recognized pension expense of $128, 848 related to CERS.

At June 30, 2021, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:
’ Ao i . ‘.
i

Deferred Deferred
Outflows of Inflows of
[ T, Resources Resources
Differences between expected and actual .
experience $ 71,466 $ -
Changes of assumptions - ’ 111,907 . -
Net difference between projected and actual .
eamings on pension plan investments 124,226 T 52,511
Changes in proportion and differences
between District contributions and 4 Co,
proportionate. share of contnbutlons o - 172,609.
District contributions subsequent to the
measurement date . , 207,158 . - L
Total o : ‘ o $ 514,752 § 225120
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE H - RETIREMENT PLANS - CONTINUED

The $207,153 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2021. Other amounts reported as deferred outflows of resources and
deferred inflows related to pensions will be recognized in pension expense as follows:

Year ended June 30:
2021 17,803
2022 19,175
2023 30,021
2024 28,802
2025 -
95,801

Actuarial assumptions—The tota! pension liability in the June 30, 2020 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:

CERS
Inflation 2.30%
Projected salary increases 3.3-11.5%
Investment rate of return, net of
investment expense & inflation 6.25%

Municipal bond indexrate
Single equalivant interest rate

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

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

4

. Current
1% Decrease  Discount Rate 1% Increase

CERS o 5.25% 6.25% 7.25%
District's proportionate share

of net pension liabifity ~  $ 8,534,235 2,865,865 $ 2,312,429
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE H - RETIREMENT PLANS - CONTINUED

Pension plan fiduciary net position—Detailed information about the CERS pension plans fiduciary net
position, projected benefits, and projected funding status is available in separately issued financial reports
at http:/kyret.ky.gov/.

The payroll for employees covered under CERS was $1,049,673. The contribution requirement for CERS for the
year ended June 30, 2021, 2020, and 2019 was $258,244, $245,384, and $223,571, respectively. The District
met their contribution requirements.

NOTE | - OTHER POSTEMPLOYMENT BENEFITS PLAN

General information about the County Employees Retirement System Non-Hazardous (CERS)

Plan description—Employees are provided OPEBs through the County Employees Retirement System Non-
Hazardous (CERS), a cost-sharing multiple-employer defined benefit pension plan administered by the
Kentucky Retirement System, an agency of the Commonwealth of Kentucky. Under the provisions of the
Kentucky Revised Statuie (KRS) Section 61.645, the Board of Trustees of the Kentucky Retirement System
administers CERS and has the authority to establish and amend benefit provisions. The Kentucky Retirement
System iSsues a publicly’ available financial report, that includes financial statements and required
supplementary information for CERS. That report may be obtained from http:/kyretky.qov/.

Benefits provided—CERS provides hospital and medical insurance for eligible members receiving benefits
from the pension plan. Employees are vested in the plan after five years' service. For plan purposes,
employees are grouped into two groups, based on hire date. Members who reach a minimum vesting period
of 10 years, and began participating on, or after, July 1, 2003, earn $10 per month for insurance benefits at
retirement for every year of earned service without regard to a maximum dollar amount. For members
participating ‘prior to July ‘1, 20083, are paid up to a maximum of $13.18 per month for every year of earned
service. The percentage of the maximum monthly benefit paid is based on years of service as follows:

Years of Senice Paid by l,nsu'r.anc;e Fund (%) o
b 20+ years 100.00%
©, 15-19years ., | 75.00%
10-14 years 50.00%
. 4-9 years i ' 25.00% N R
Less than 4 years 0.00%

[ 0

Contributions——Required contributions by the emipioyee are based on the tier: -
D O NS o tar S R S A ) :

Tier 1 Participation date - « Bgfore September 1,2008.. «+ .t . B S

- Contribution p¢r<':er'i'tgge. CHN000% s B R G G I TS

Tier2 . Participation date _ .. September 1, 2008 - Dqg:en}bc{ 31,2013
' Contribution percentage "' 1% . . | ‘ SRR A f' ‘ B .
- [ P . [ . Lt . PR . LI o .' oy, s H
L UL oo L Co “ e ‘
Tier 3' Participation date | After December 31,2013 . . .

- Contribution percentage 1% [P

-D7-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE | - OTHER POSTEMPLOYMENT BENEFITS PLAN - CONTINUED .

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEBs

At June 30, 2021, the District reported a liability of $901,986 for its proportionate share of the collective net OPEB
liability that reflected a reduction for state OPEB support provided to the District. The collective net OPEB liability
was measured as of June 30, 2020, and the total OPEB liability used to calculate the collective net OPEB liability
was based on projection of the District’s long-term share of contributions to the OPEB plan refative to the projected
contributions of all participating employers, actuarially determined. At June 30, 2020 the District's proportion was
.037354 percent.

The amount recognized by the District as its proportionate share of the OPEB liability, the related State support,
and the total portion of the net OPEB liability that was associated with the District were as follows:

District's proportionate share of the CERS net OPEB liability $ 901,986

For the year ended June 30, 2021, the District recognized OPEB expense of $34,030 At June 30, 2021, the
District reported deferred outflows of resources and-deferred inflows of resources related to OPEBs from the
following sources:

Deferred Deferred

Outfiows of Inflows of
L
Resources Resources

Differences between expected and actual

experience o : ‘ . $ 150,703 | $ 150,821
Changes of assumptions 156,892 954.00
Net difference between projected and actual

eamings on pension plan investments . . 48,385 . 18,405

Changes in proportion and differences, o e v .

- between District contributions 'and -+ =+ - ST " R S
“proportionate share of contributions~ S- L. 84818

' District contributions subsequént to the
measurement date 51,091 -
Total : W $ 407,071 . -$ 254,998

Other amounts reported as deferred outflows of.resources and deferred inflows of resources: related to OPEB will
be recognized in the District's OPEB expense as follows: ‘ ‘ '

Year ended June 30:"

2021 (28,205)
2022 (37,077)
2023 (20,125) & |
2024 (20,728) . . -
2025 (5,149) S
' . ({11,281) .
- -28-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE | - OTHER POSTEMPLOYMENT BENEFITS PLAN - CONTINUED

The long-term expected rate of return on OPEB plan investments was determined using a log-normal distributions
analysis in which best-estimate ranges of expected future real rates of return (expected returns, net of OPEB plan
investment expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation.

Discount rate — The Discount rate used to measure the total OPEB liability was 5.34%. The projection of cash
flows used to determine the discount rate assumed that plan member contributions will be made at the current
contribution rates and the employer contributions will be made at statutorily required rates. Based on those
assumptions, the OPEB plan’s fiduciary net position was projected to be available to make all projected future
benefit payments of current plan members. Therefore, the long-term expected rate of return on OPEB plan
investments was applied to all periods of projected benefit payments to determine the total OPEB liability.

The following table presents the District’s proportionate share of the collective net OPEB liability of the System,
calculated using the discount rate of 5.34%, as well as what the District’s proportionate share of the collective net
OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower (4.34%) or 1-
percentage-point higher (6.34%) than the current rate:

Current
. 1% Decrease Discount Rate 1% Increase
CERS . 4.34% 5.34% 6.34%
District's proportionate share ;
of net pension liability $ 1,158,787 $ 901,986 $ 691,066

Sensitivity of the District’s proportionate share of the collective net OPEB liability to changes in the healthcare cost
trend rates — The following presents the District's proportionate share of the collective net OPEB liability, as well
as what the District’s proportionate share of the collective net OPEB liability would be if it were calculated using
healthcare cost trend rates that were 1-percentage-point lower or 1-percentage-point higher than the current
healthcare cost trend rates:

y ‘ Current

1% Decrease Trend Rate 1% Increase
CERS o |
District's proportionate share

of net pension liability $ 698,362 $, 901,986  $ 1,149,087

OPEB plan fiduciary net position — Detailed information about the OPEB plah's fiduciary net position is available
in the separately issued TRS financial report.

NOTE J — DEFERRED COMPENSATION

The District offers its employees participation in a deferred compensation program administered by the Kentucky
Public Employees’ Deferred Compensation Authority. This program offers a plan authorized by Section 457(b) of
the Internal Revenue Code and a plan authorized by Section 401(k) of the Internal Revenue Code. Both plans
are available to all employees and permit them to defer up to 25% of their compensation (subject to limits) until
future years. The District makes no contributions to these plans.




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE K- CONTINGENCIES

Grants - The District receives funding from Federal, State, and Local government agencies and private
contributions. These funds are to be used for designated purposes only. For government agency grants, if
based on the grantor's review the funds are considered not to have been used for the intended purpose,
the grantor may request a refund of funds advanced, or refuse to reimburse the District for its
disbursements, and the collectability of any related receivables as of June 30, 2021 may be impaired. The
amount of such future refunds and unreimbursed disbursements, if any, is not expected to be significant.
Continuation of the District’s grant programs is predicated upon the grantors’ satisfaction that the funds
provided are being spent as intended and the grantors’ intent to continue their programs.

NOTE L - RISK MANAGEMENT

The District 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, eic. Each of these risk areas is covered through
the purchase of commercial insurance, fidelity bonds and employee dishonesty bonds. The District has purchased
certain policies, which are retrospectively rated, which include workers’ compensation insurance. Contributions
for workers’ compensation coverage are based on premium rates established in conjunction with the insurance
carrier, subject to claims experience modifications and discounts.

NOTE M~ CONCENTRATIONS |
The District depends on grants from federal and state sources for its continued existence.
NOTE N —-COBRA-

Under COBRA, emplqye(S' are mandated to notify terminated employees of available 'continuing insurance
coverage. Failure to comply with this requirement may put the District at risk for a substantial loss (contingency).
There were no instances of noncompliance noted. : ‘ : v e e

) t L ! i i

NOTE O — TRANSFER OF FUNDS ' v : : !

bl i ' (e

The following transfers were made during ihe year: " | s A

From Fund To Fund Purpose Amount
| '

SPECIAL REVENUE | GENERAL INDIRECT COSTS/REIMBURSEMENTS 916,119

NOTE P — RELATED PARTY TRANSACTIONS ' =y

The District provides fiscal'management services to Gumberland Valley Area Development District PDS Program
as Fiscal Agent (CVADD PDS). CVADD PDS operates the Participant Directed Services (“‘PDS”) (formerly fitled
“Consumer Directed Options”) program for the Cabinet for Health and Family Services and the Department of
Aging and Independent Living (DAIL) for the District. Waiver clients have the option to choose PDS at any time.
The District serves as the fiscal agent for the client and as a support broker. For support broker, the District earns
$162.50 per month per client based upon an actual visit (or via a telephone call contact during the COVID-19
pandemic) made by District staff. For financial management, the District earns $162.50 per month per client. For
medical goods, the PDS programs bills the state for actual costs when the need is determined. For payroll, claims
are submitted to the state after payroll is processed. During the year ended June 30, 2021, the District earned
$674,132 from the PDS program for administration ‘anld the District was owed $311,675, respectively.by the PDS
program. ‘ p : '

NOTE Q — INTERFUND RECEIVABLES AND PAYABLES

At June 30, 2021, there were no interfund receivables due.
-30-
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
Year ended June 30, 2021

NOTE R — PRIOR PERIOD ADJUSTMENTS

The Governmental Funds beginning fund balance was adjusted by a decrease of $99,879 due to a prior year
accounting error. It involved a transfer between funds and does not affect our opinion on this audit. The Beginning
Net Position was adjusted by a increase of $27,568 due to a prior year accounting error.

NOTE S — DEFICIT FUND BALANCE / NET POSITION

The Special Revenue Funds had a deficit fund balance of $147,441 as of June 30, 2021. The Governmental
Activities had a deficit net position of $1,795,780 as of June 30, 2021.

NOTE T — SUBSEQUENT EVENTS

Management of the District has evaluated subsequent events through December 31, 2021, which was the date
the report was available for release. No events have occurred subsequent to the date of the financial statements
that would require adjustment to or disclosure in the financial statements.

-3 -
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - GENERAL FUND

Year Ended June 30, 2021

Budgeted Amounts Actual
Variance with Final
Budget Favorable
Revenues Original Final General Fund (Unfavorable)
Federal grants $ 464,533 $ 464,533 $ 473,552 $ 9,019
State grants 1,057,793 1,057,793 1,022,617 (35,176)
Interest - - - -
Dues 78,000 78,000 72,517 (5,483)
Rental = & 6,569 6,569
Program fees and donations = = 6,424 6,424
Required match = - 14,679 14,679
Other - = - -
Total revenues 1,600,326 1,600,326 1,596,358 (3,968)
Expenditures
Salaries and benefits 1,560,687 1,560,687 1,570,766 (10,079)
Travel 55,400 55,400 11,951 43,449
Shared expenses 469,089 469,089 508,383 (39,294)
Other 292,014 292,014 142,597 149,417
Services and contracts = - 4,996 (4,996)
Debt service 84,600 84,600 84,600 -
Required match 16,174 16,174 14,679 1,495
Total expenditures 2,477,964 2,477,964 2,337,972 139,992
Excess (deficit) of revenues
over expenditures (877,638) (877,638) (741,614) 136,024
Other Financing Sources (Uses)
Operating transfers in 930,820 930,820 916,119 (14,701)
Operating transfers out (53,182) (53,182) - 53,182
Total other financing sources (uses) 877,638 877,638 916,119 38,481
Excess (deficit) of revenues and other ‘
financing sources over expenditures and
other financing uses - - 174,505 174,505
Restated Fund balance, July 1, 2020 - - 1,309,502 1,309,502
Fund balance, June 30, 2021 $ - % - % 1,484,007 § 1,484,007

See notes to financial statements. -32-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - SPECIAL REVENUE FUND

Year Ended June 30, 2021

Budgeted Amounts Actual

Variance with Final
Special Revenue Budget Favorable

Revenues Original Final Fund (Unfavorable)
Federal grants $ 2,071,820 § 2,071,820 $ 1,981,248 § (90,572)
State grants 1,085,000 1,085,000 1,083,194 (1,806)
Interest & N - -
Dues = - - -
Rental g - = -
Program fees and donations = - 30,159 30,159
Required match - - 169,613 169,613
Other - - 18,114 18,114
Total revenues 3,156,820 3,156,820 3,282,328 125,508

Expenditures
Salaries and benefits & -

Travel = = = -
Shared expenses = - - -
Other 132,000 132,000 131,988 12
Services and contracts 1,924,000 1,924,000 2,059,042 (135,042)
Debt service - - - -
Required match 170,000 170,000 169,613 387
Total expenditures 2,226,000 2,226,000 2,360,643 (134,643)

Excess (deficit) of revenues
over expenditures 930,820 930,820 921,685 (9,135)

Other Financing Sources (Uses)
Operating transfers in - = - g
Operating transfers out (930,820) (930,820) (916,119) 14,701
Total other financing sources (uses) (930,820) (930,820) (916,119) 14,701

Excess (deficit) of revenues and other
financing sources over expenditures and

other financing uses = B 5,565 5,565
Fund balance, July 1, 2020 - - (153,006) (153,006)
Fund balance, June 30, 2021 $ - % - % (147,441) $ (147,441)

See notes to financial statements. -33-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
BUDGET AND ACTUAL - GENERAL FUND AND SPECIAL REVENUE FUND
Year ended June 30, 2021 :

The District's budgetary process accounts for transactions on the modified accrual basis

of accounting, which is consistent with accounting principles generally accepted in the United
States of America. In accordance with state law, the District prepares an annual budget

based upon estimates of local, state, and federal revenues. The budget contains estimated
expenditures for current expenses, debt service, capital outlay, and other necessary expenses.

The budget shall be submitted to the board no latere than thirty days prior to the beginning of the
fiscal year it covers. The board adopts the budget. The District has the ability to amend the budget.
The budget was propertly amended during the year.

s

-34-
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
COUNTY EMPLOYEES RETIREMENT SYSTEM - PENSION FUND
Year ended June 30, 2021

Changes of Benefit Terms

None.

Changes of Assumptions

The Single Discount Rate changed from 5.68% to 5.34%.
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
COUNTY EMPLOYEES RETIREMENT SYSTEM - MEDICAL INSURANCE PLAN
Year ended June 30, 2021 ’

Changes of Benefit Terms

None.

Changes of Assumptions

The Single Discount Rate changed from 5.68% to 5.34%.
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SUPPLEMENTARY INFORMATION
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULED OF SHARED COSTS
June 30, 2021

INDIRECT EXPENDITURES: 2021
Salaries $ 162,260
Fringe benefits 105,081
Travel ' . ‘ 193
Printing and publications 990
Professional dues 17,447
Legal and accounting ’ - 20,375
Janitorial service and supplies g 16,524
Utilities . 22,721
Equipment, leases, and space : 9,582
Supplies : 55,440
Telephone and internet 21,540
Meetings 1,877
Registration 395
Insurance 47,882
Office ‘ 7,918
Repairs and maintenance . -
Contract services 607
Vacation _ 17,551
Other . -

$ 508,383
ALLOCATION OF SHARED COSTS: e
Joint Funding Administration $ 86,852
Aging Programs 204,306
CDO : 120,119
Other ' - 97,106

5 508,383
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF REVENUES AND EXPENSES .

CONSUMER DIRECTED OPTION (CDO) PROGRAM
Year Ended June 30, 2021

Participant
Directed
Sgryices
Revenues
State grant ‘ $ 670,313
Local Revenue 3,819
Total revenues 674,132
Expenditure
Direct expenses:
Salaries . 198,737
Fringé benefits - o o o 149,952
Travel ' o o 4 69
Contracts R ' -
Other ‘ 14,948
Total direct expenses 358,706
Shared costs 120,119
Total expenses 478,895
Intrafund transfers -
B ] . : i )
Excess of revenue over (under) expenses $ 195,307
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2021

Federal Grantor/Pass-Through
Grantor/Program Title

Appalachian Regional Commission
Passed through State Department of Local Government:
Appalachian Local Development District Assistance

Total Appalachian Regional Commission

U.S. Department of Commerce
Passed through State Department of Local Government:
Economic Development-Support for Planning
Organizations
Economic Development Cluster
Economic Adjustment Assistance
COVID-19 - Economic Adjustment Assistance
Total Economic Development Cluster

Total U.S. Department of Commerce

U.S. Department of Transportation
Highway Safety Cluster

State and Community Highway Safety
Total Highway Safety Cluster

Statewide Transportation Planning

Total U.S. Department of Transportation

U.S. Department of Health and Human Services
Passed through KY Cabinet for Health and Family Services/
Department for Aging and Independent Living:
Aging Cluster
Special Programs of Aging, Title Ili Part B, Grants for
Supportive Services and Senior Centers
Special Programs of Aging, Title il Part C, Nutrition Services
COVID-19 - Special Programs of Aging, Title lll Part C, Nutrition Services
Nutrition Services Incentive Program
Total Aging Cluster

Special Programs for the Aging, Title lll, Part D, Disease
Prevention and Health promotion Services

State Health Insurance Assistance Program

Special Programs for the Aging, Title VII, Chapter 3,
Programs for Prevention of Elder Abuse, Neglect,
and Exploitation ’

Special Programs for the Aging, Title VII, Chapter 2, Long
Term Care Ombudsman Services for Older Individuals

National Family Caregiver Support, Title lll, Part E

Medical Assistance Program

ADRC - No Wrong Door

Public Health Emergency Preparedness

Medicare Enrollment Assistance Program

Total U.S. Department of Health and Human Services

See notes to schedule of expenditures of federal awards

Federal
CFEDA Number

23.009

11.302

11.307
11.307

20.600

20.505

93.044
93.045
93.045
93.053

93.043
93.324

93.041

93.042
93.052
93.778
93.048
93.069
93.071

-46-

Pass-Through
Grantor's Number

PON2 *177

PON2 *177

127-005
127-005

PON2 625* 6051

G 0485042

PON2 725* 1066 2
PON2 725" 1066 2
PON2 725" 1066 2
PON2 725* 1074 1

PON2 7251066
PON2 725*

PON2 725° 1073 1

PON2 725* 1073 1
PON2 725°1066
PON2 725" 1160 4
PON2 725* 1167 1
PON2 725°1163 1
PON2 725" 1168 2

Passed
Through to

Subrecepients

Federal
Expenditures

121,899

- 121,899

= 66,667

= 943,752
s 20,430

- 964,182

- 1,030,848

- 54,189

- 54,189

- 23,928

23,928

- 78,117

415,606
550,002
133,431

34,140

415,606

550,002

133,431
34,140

1,133,179 1,133,178

- 9,871
- 41,941

& 4,221

= 15,214
- 227,434
= 13410
7 9,822
- 1,000
- 28,728

1,133,179 1,484,820




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERA!L. AWARDS

Year Ended June 30, 2021 _

Passed
Federal Grantor/Pass-Through Federal Pass-Through Through to Federal
Grantor/Program Title CFDA Number  Granior's Number  Subrecepients Expenditures
U.S. Department of Labor
Passed through Department for Aging and Independent Living: ) :
Senlor Community Service Employment Program, Title V 17.235 PON2 725* 1202 1 - 99,717
Passed through lake Cumbertand Area Development District:
WIOA Cluster .
WIA/WIOA Adult Program 17.258 H0221101 - 170,613
Total WIOA Cluster :
Total U,S. Department of Labor : - 270,330
U.S. Departiment of the Treasury
Passed through the Kentucky Gabinet
Coronavirus Relief Funds 21.019 PONZ 725" 1066 2 396,711 396,711
Total U.S. Department of the Treasury 396,711 396,711

U.S. Department of Housing and Urban Development
Passed through State Department of Local Government

CDBG - Entittement Grants Cluster
Community Development Block
GranV/Entitlement Grants 14,218 PON2 *177 - 15,826
Total GDBG - Enfitlement Grants Cluster

Total U.S. Department of Housing and Urban , :
Development . o [LSPRS - 15,826

Total Expendituras of Federal Awards ' $ 1,529,890 $ 3,398,552

See notes to schedule of expenditures of federal awards " -46-




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2021

NOTE A — BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (Schedule) includes the federal grant activity of the
Cumberland Valley Area Development District (District) and is presented on the accrual basis of accounting. The information
in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the
basic financial statements. Because this Schedule presents only a selected portion of the operations of the District, it is not
intended to, and does not, present the financial position, changes in net position or cash flows of the District.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized
following the cost principles contained in Uniform Guidance or OMB Circular A-87, Cost Principles for State and Local
Governments, wherein certain types of expenditures are not allowable or are limited as to reimbursement. Pass-through entity
identifying numbers are presented where available.

NOTE C — CLUSTER PROGRAMS

The following CFDA numbers are considered cluster programs:

Economic Development Cluster
Investments for Public Works and Economic Development Facilities 11.300
Economic Adjustment Assistance 11.307
\ il

Highwéy Safety Cluster

State and Community Highway Safety 20.600
Alcohol Impaired Driving Countermeasures Incentive Grants | 20.601
Occupant Protection Incentive Grants 20.602
Safety Belt Performance Grants ' 20.609
State Traffic Safety Information System Improvements Grants 20.610
Incentive Grant Program to Prohibit Racial Profiling ' 20.611
Incentive Grant Program to Increase Motorcyclist Safety 120.612
Child Safety and Child Booster Seat Incentive Grants 20.613
National Priority Safety Programs 20.616
Highway Planning and Construction Cluster
Highway Planning and Construction 20.205
Recreational Trails Program 20.219
Federal Lands Access Program 20.224
Appalachian Development Highway System ' 23.003
WIOA Cluster
WIOA Adult Program 17.258
WIOA Youth Activities 17.259
WIOA Dislocated Worker Formula Grants 17.278
Aging Cluster
Special Programs for the Aging — Title lll, Part B - Grants for
Supportive Services and Senior Citizens 93.044
Special Programs for the Aging — Title IIl, Part C — Nutrition Services 93.045
Nutrition Services Incentive Program 93.053
CDBG — Entitlement Grants Cluster
Community Development Block Grants/Entitlement Grants 17.258
Community Development Block Grants/Special Purpose
Grants/Insular Areas 17.259
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED
Year Ended June 30, 2021

NOTE D - INDIRECT COST RATE
The District has elected not to use the 10% de minimus indirect cost rate as allowed under the Uniform Guidance.
~ NOTEE-LOANS

The Accounting Standards require disclosure of the calculation of the Revolving Loan Fund's federal expenditures as shown
in the accompanying Schedule of Expenditures of Federal Awards. The RLF calculation for June 30, 2021 is as follows:

Loans Outstanding ' $ 100,148
Cash and Investments 1,243,194
Administrative Expenses 4,876
Unpaid principal of loans written off during the year

1,348,218
Federal Particibation Rate 70%
Federal Share of the RLF : $ 943,753

. ok

Tl
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A
Cloyd & Associates, PSC
Certified Public Accountants

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

Independent Auditor’s Report

Members of the Board
Cumberland Valley Area Development District
London, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Cumberland Valley Area Development District, as of and for the
year ended June 30, 2021, and the related notes to the financial statements, which collectively comprise Cumberland
Valley Area Development District’s basic financial statements, and have issued our report thereon dated December
31, 2021.

Internal Control over Financial Reporiing

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

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.

1700 Forest Drive, Corbin, KY 40701 2410 Greatstone Point, Lexington, i(Y_4Q504 1301 West 5th Street, London KY 40741
Ph: 606.528.8776 Fax: 606.523.5457 Ph: 859.223.3318 Fax: 859.223,5875 ' Ph 606. 864 8110 Fax: 606.864.8471
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A
Cloyd & Associates, PSC
Certified Public Accountants

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cumberland Valley Area Development District’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

We noted other matters involving the internal control over financial reporting that we have reported to the management
of the Cumberland Valley Area Development District in a separate letter dated December 31, 2021.

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.

Cloyd & Arsociates, PSC

Cloyd & Associates, PSC
London, Kentucky
December 31, 2021

1700 Forest Drive, Corbin, KY 40701 2410 Greatstone Point, Lexington, KY 40504 1301 West 5% Street, London, KY 40741
Ph: 606.528.8776 Fax: 606.523.5457 Ph: 859.223.3318 Fax: 859.223.5875 Ph: 606.864.8110 Fax: 606.864.8471
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Cloyd & Associates, PSC
Certified Public Accountants

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Independent Auditor’s Report

Members of the Board
Cumberland Valley Area Development District
London, Kentucky

Report on Compliance for Each Major Federal Program

We have audited Cumberland Valley Area Development District's compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Compliance Supplement that could have
a direct and material effect on each of Cumberland Valley Area Development District’s major federal programs for the
year ended June 30, 2021. The Cumberland Valley Area Development District’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Cumberland Valley Area Development District's
major federal programs based on our, audit of the types of compliance requirements referred to above. 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, issued by the Comptrolier
General of the United States; Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). The Uniform Guidance 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 material effect on a major federal program
occurred. An audit includes examining; on a test basis, evidence about Cumberland Valley Area Development District's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides“é reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Cumberland Valley Area Development District's
compliance. , ' .

1700 Forest Drive, Corbin, KY 40701 12410 Greatstone Eoi‘nt, Lexington, KY 40504 1301 West 5t Street, London, KY 40741
Ph: 606.528.8776 Fax: 606.523.5457 Ph: 859.223.3318 Fax: 859.223.5875 Ph: 606.86'4.8110 Fax: 606.864.8471
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Cloyd & Associates, PSC
Certified Public Accountants

Opinion on Each Major Federal Program

In our opinion, Cumberland Valley Area Development District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2021.

Report on Internal Control over Compliance

Management of Cumberland Valley Area Development District is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Cumberland Valley Area Development District’s internal control
over compliance with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of Cumberland Valley Area
Development District’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed t'q identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses: However, material weaknesses may exist that have not been identified.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the s¢ope of our testing of internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report is not suitable for any other purpose. N ; '
Cloyd & HAssoclates, PSC _

i ‘
Cloyd & Associates, PSC

London, Kentucky - .
December 31, 2021

1700 Forest Drive, Corbin, KY 40701 2410 Great'stone Point, Lexington, KY 40504 1301 West 5" Street, London, KY 40741
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS




CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2021

Section | — Summary of Auditor’s Results

Financial Statements

Type of auditors' report issued Unmodified

internal control over financial reporting:
Material weakness identified Yes v No
Significant deficiencies identified that are not

considered to be material weaknesses Yes _¥  None reported
Noncompliance material to financial
statement noted Yes v No

Federal Awards

Iinternal control over major programs:

Material weaknesses identified Yes v No
Significant deficiencies identified that are not
considered to be material weaknesses Yes v _None reported
Type of auditors’ report issued on compliance for
major programs Unmodified

Any audit findings disclosed that are required
to be reported in accordance with 2 CFR Section

200.516(a) _ Yes v No
Identification of major programs:
Name of Federal Program or Cluster CFEDA Number
Aging Cluster
Special Programs for the Aging — Title lll, Part B - Grants for ' |
Supportive Services and Senior Citizens 93.044
Special Programs for the Aging — Title lll, Part C — Nutrition Services 93.045
Nutrition Services Incentive Program 93.053
Economic Development Cluster !
Investments for Public Works and Economic Development Facilities 11.300
Economic Adjustment Assistance 11.307
Covid Relief Funds 21.019

Dollaf threshold used to distinguish .
between Type A and Type B program: = .i $750,000

Auditee qualified as low risk v Yes No

LI

(continued)
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED
Year Ended June 30, 2021
Section Il — Financial Statement Findings

None

Section ill - Federal Award Findings

None
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
Year Ended June 30, 2021

Status of Prior Year Findings

There were no prior year audit findings.
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CUMBERLAND VALLEY AREA DEVELOPMENT DISTRICT
CORRECTIVE ACTION PLAN

FOR THE YEAR ENDED JUNE 30, 2021

NAME OF CONTACT PERSON
Whitney Chesnut, Executive Director 606-864-7391
CORRECTION ACTIION PLANNED

No corrective action needed.
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