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INDEPENDENT AUDITORS’ REPORT 

 

To the Directors of  
Northern Kentucky Area Development District  
Florence, KY  
 

Opinions 

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

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

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Northern Kentucky Area Development District and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinions.  

Responsibilities of Management for the Financial Statements 

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements 

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



 

 

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

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

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

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Northern Kentucky Area Development District’s internal control. Accordingly, no such opinion is 
expressed. 

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

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about the Northern Kentucky Area Development District’s ability to continue as a going 
concern for a reasonable period of time. 

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

Required Supplementary Information  

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

Supplementary Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the Northern Kentucky Area Development District’s basic financial statements. The accompanying combining and 
individual nonmajor fund financial statements and schedule of expenditures of federal awards, as required by Title 
2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, are presented for purposes of additional analysis and are not a required part of 
the basic financial statements.  

The statement of operations by grant and program, the statement of allocated costs, 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. The information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the basic financial statements or to the basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the combining and individual nonmajor fund financial statements, the statement of 
operations by grant and program and the schedule of expenditures of federal awards are fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 

 

 



 

Other Reporting Required by Government Auditing Standards  

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 2023 on 
our consideration of the Northern Kentucky 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 solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Northern Kentucky Area Development District’s internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering Northern Kentucky Area Development District’s internal control over financial reporting and compliance.  

Change in Accounting Principle  

As discussed in Note 1 to the financial statements, the District adopted Governmental Accounting Standards 
Board (“GASB”) Statement No. 96, Subscription-Based Information Technology Arrangements, effective as of 
July 1, 2022. Our opinion is not modified with respect to this matter. 

 

December 27, 2023 

Crestview Hills, Kentucky  
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Our discussion and analysis of the Northern Kentucky Area Development District’s (NKADD) financial 
performance provides an overview of its financial activities for the fiscal year ended June 30, 2023.  
Please read it in conjunction with the NKADD’s financial statements, which begin on page 6.  
 
 
FINANCIAL HIGHLIGHTS 
 

 At the close of the fiscal year, the NKADD’s net position was a negative $(5,662,801), an 
improvement of $768,729 or 11.95% over FY 2022 net position. 

 In the governmental funds, total revenues during the fiscal year increased by $5,880,603 and total 
expenditures increased by $5,931,469. 

 At the close of the fiscal year, the NKADD’s governmental fund balance was $3,600,018 an 
increase of $555,091 from June 30, 2022. 

 
USING THIS ANNUAL REPORT 
 
This annual report consists of a series of financial statements.  The Statement of Net Position and the 
Statement of Activities (on pages 6 and 7) provide information about the activities of the NKADD as a 
whole and present a longer-term view of the NKADD’s finances.  Fund financial statements start on page 
8.  For governmental activities, these statements tell how the services were financed in the short term as 
well as what remains for future spending.  Fund financial statements also report the NKADD’s operations 
in more detail than the government-wide statements by providing information about the NKADD’s most 
significant funds.  The remaining statements provide detail financial information for the benefit of those 
outside of the government. 
 
Reporting the NKADD as a Whole 
 
Our analysis of the NKADD financial statements as a whole begins on page 6.  One of the most important 
questions asked about the NKADD’s finances is, “Is the NKADD as a whole better off or worse off as a 
result of the year’s activities?”  The Statement of Net Position and the Statement of Activities report 
information about the NKADD as a whole and about its activities in a way that helps answer this 
question.  These statements include all assets and liabilities using the accrual basis of accounting, which is 
similar to the accounting used by most private-sector companies.  All of the current year’s revenues and 
expenses are taken into account regardless of when cash is received or paid. 
 
These two statements report the NKADD’s net position and changes in them.  You can think of the 
NKADD’s net position—the difference between assets and liabilities—as one way to measure the 
NKADD’s financial health, or financial position.  Over time, increases or decreases in the NKADD’s net 
position are one indicator of whether its financial health is improving or deteriorating.  You will need to 
consider other nonfinancial factors, however, such as changes in the NKADD’s revenue base and the 
condition of the NKADD’s facilities, to assess the overall health of the NKADD.  
 
In the Statement of Net Position and the Statement of Activities, we show the NKADD’s one activity:  
 

 Governmental activities—All of the NKADD’s basic services are reported here, grant 
administration and general administration.  State, local, and federal grants finance most of these 
activities.  
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Reporting the NKADD’s Most Significant Funds 
 
Our analysis of the NKADD’s major funds and the fund financial statements begin on page 8 and provide 
detailed information about the most significant funds—not the NKADD as a whole.  All grant 
administration is considered in one major fund.  However, the NKADD accounts for grants by separate 
work elements to help it control and manage money for particular purposes and to show that it is meeting 
legal responsibilities for using certain grants, and other money. 
 

 Governmental funds – Most of the NKADD’s basic services are reported in governmental funds, 
which focus on how money flows into and out of those funds and the balances left at year-end 
that are available for spending.  These funds are reported using an accounting method called 
modified accrual accounting, which measures cash and all other financial assets that can readily 
be converted to cash.  The governmental fund statements provide a detailed short-term view of 
the NKADD’s general government operations and the basic services it provides.  Governmental 
fund information helps you determine whether there are more or fewer financial resources that 
can be spent in the near future to finance the NKADD’s programs.  We describe the relationship 
(or differences) between governmental activities (reported in the Statement of Net Position and 
the Statement of Activities) and governmental funds in reconciliations on pages 9 and 11.  

 
 Special revenue funds – reports the activities of the Economic Development Administration 

(EDA) revolving loan programs.  These activities are reported in a separate column on the 
balance sheet on page 8 and on the statement of revenues, expenditures and changes of fund 
balances on page 10.  We separate these activities from the NKADD’s other activities because the 
NKADD cannot use these assets to finance its operations.  The NKADD is responsible for 
ensuring that the assets reported in these funds are used for their intended purposes. 
 
 

FINANCIAL ANALYSIS OF THE NKADD AS A WHOLE 
 

The total net position serves over time as an indicator of an organization’s financial position.  In the 
case of the NKADD, liabilities and deferred inflows exceeded assets and deferred outflows by 
$5,662,801.  The beginning net position was a negative $(6,431,530).  The unrestricted net position as 
of June 30, 2023 was a negative $(6,881,069).  
 
Total governmental funds revenue for the period ending June 30, 2023 was $29,954,601.  For the 
previous fiscal year, the total revenue was $24,073,998.  This results in a 24.43% increase in revenues.  
The net increase in revenues for FY 2023 is due to changes in state Medicaid funding and the addition 
of local projects. The increases are directly related to an addition of Covington Works and The 
Housing Data Study and increases in Consumer Directed Options Program reimbursement rates. 
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Table 1 
Net Position 

 FY ’23 FY ‘22 
                                                                                                                                                                                
Current and other assets $ 7,561,590 $ 7,161,383 
Capital assets 3,195,056 3,130,724 
 Total assets 10,756,646 10,292,107 
Deferred outflows of resources   1,971,505 2,309,744 
 Total assets and deferred outflows $12,728,151 $12,601,851 
 

Current liabilities $  3,900,953 $ 3,956,932 
Office building debt  1,353,025 1,479,005 
Other properties lease liability       997,310 941,757 
Subscription liability 104,931 - 
Net pension liability 8,305,341 7,757,736 
Net OPEB liability   2,266,955   2,328,852 
 Total liabilities 16,928,515 16,464,282 
Deferred inflows of resources   1,462,437   2,569,099 
 Total liabilities and deferred inflows $18,390,952 $19,033,381 
 

Investment in capital assets, net of related debt items $     739,790 $     709,962 
Restricted for: 
  Building construction 25,582 27,557 
  Loan program 452,896 346,510 
Unrestricted      (6,881,069) (7,515,559) 
 Total net position      $(5,662,801) $(6,431,530) 

Table 2 
Change in Net Position 

 FY ‘23        FY ‘22   
                                                                                                                                                                   
REVENUES      
Program revenues            
  Charges for services $     154,211 $     263,458 
  Operating grants and contributions 29,595,655 23,556,735 
   
General revenues 
  Municipal contributions  143,672   99,300 
  Interest income        14,052          1,367 
 Total revenues 29,907,590 23,920,860 
 

PROGRAM EXPENSES 
Cabinet for Health and Family Services  20,871,069  14,901,088 
Workforce Innovation & Opportunity Act   2,291,102 2,461,744 
Commodities 2,755,338 3,225,885 
Loan Program 8,785 25,336  
Joint Funding Administration 476,747 429,400 
Other federal contracts 1,744,671 1,529,753  
Other state contracts 173,150 199,680  
Other local contracts 800,345 687,044 
Interest on long term debt        17,654        20,442 
 Total expenses 29,138,861  23,480,372   
 

  CHANGE IN NET POSITION $     768,729 $    440,488 
 



NORTHERN KENTUCKY AREA DEVELOPMENT DISTRICT 
 MANAGEMENT’S DISCUSSION AND ANALYSIS 

 JUNE 30, 2023 
 

4 

General Fund Budgetary Highlights 
 
In Fiscal Year 2023, the NKADD had an initial total projected budget of $24,192,852 in revenues and 
$23,510,299 in expenditures and net other financing uses, with net change in fund balance of $682,553.  
Of these dollars $15,993,935 were projected pass-thru.  During Fiscal Year 2023, the budget was 
amended to increase revenues to $30,611,315 and increase expenditures and net other financing uses to 
$31,946,906.  The actual revenues on the budgetary basis for Fiscal Year 2023 were $27,433,293 and 
$26,984,588 in actual expenditures and net other financing uses, compared to Fiscal Year 2022 revenues 
of $21,162,442 and expenditures and net other financing uses of $20,647,174. 
 
CAPITAL ASSETS 
 
The NKADD’s investment in capital assets equaled $3,195,056 as of June 30. 2023.  During the year, 
capital assets valued at $586,154 were added.  The depreciation expense during the period was $521,558.   
 
Major additions to the capital assets during the fiscal year included: 
 Purchase of computers and equipment valued at $61,464 
 Recognition of right-of-use buildings valued at $311,189 
 Recognition of right-of-use equipment valued at $57,642 
 Recognition of right-of use software valued at $155,859 
 
LONG-TERM DEBT 
 
Of  the capital items, the land and office building are financed by long-term debt.  This debt represents the 
only capital assets financed debt of the NKADD.  In December 2013, the NKADD’s remaining U.S. 
Department of Agriculture (USDA) “ First Mortgage Revenue Bonds,” Series 2001 were paid in full with 
funds provided by the City of Florence under a capital lease arrangement.  The lease/financing 
arrangement with the City of Florence has an average interest rate of 3.5%, payable semi-annually.  The 
unpaid balance was $1,345,000 at June 30, 2023.  The debt service total principal and interest for Fiscal 
Year 2024 will be $186,163. 
 
As of June 30, 2015, the NKADD is required, by Governmental Accounting Standards Board Statement 
No. 68, to display its proportionate share of the unfunded liability of the Kentucky Public Pensions 
Authority’s (KPPA) County Employee Retirement System (CERS), a cost sharing multiple employer 
plan, in which the NKADD is a participant. The net pension liability of $8,305,341, the deferred outflows 
of resources of $1,070,007, and the deferred inflows of resources of $387,444 on the Statement of Net 
Position at June 30, 2023 are a function of this required reporting. Detailed information on this pension 
recognition can be found in Note 8 in the Notes to Basic Financial Statements. 
 
As of June 30, 2018, the NKADD is required, by Governmental Accounting Standards Board Statement 
No. 75, to display its proportionate share of the unfunded liability of the KPPA’s Insurance Fund (OPEB), 
a cost sharing multiple employer health insurance plan, in which the NKADD is a participant. The net 
OPEB liability of $2,266,955, the deferred outflows of resources of $901,498 and the deferred inflows of 
resources of $988,793 on the Statement of Net Position at June 30, 2023 are a function of this required 
reporting. Detailed information on this health insurance recognition can be found in Note 9 in the Notes to 
Basic Financial Statements 
 
As of June 30, 2022, the NKADD is required, by Governmental Accounting Standards Board Statement 
No. 87, to recognize that leases are financings of the right to use an underlying asset.  The net lease 
liability of $997,310 on the Statement of Net Position at June 30, 2023 is a function of this required 
reporting. Detailed information on this lease recognition can be found in Note 5 in the Notes to Basic 
Financial Statements. 
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LONG-TERM DEBT (CONTINUED) 
 
As of June 30, 2023, the NKADD is required, by Governmental Accounting Standards Board Statement 
No. 96, to recognize that subscription-based information technology arrangements are financings of the 
right to use an underlying intangible asset.  The net subscription liability of $104,931 on the Statement of 
Net Position at June 30, 2023 is a function of this required reporting. Detailed information on this lease 
recognition can be found in Note 7 in the Notes to Basic Financial Statements. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The NKADD budget and financial stability is closely connected to receipt of federal and state public 
dollars.  For Fiscal Year 2024, budgeted revenues are $24,185,084 and expenditures are $23,846,410.  
The difference between Fiscal Year 2024 budgeted revenues and expenditures is $338,674.   
 
Retirement costs continue to be a long-term financial issue for the NKADD.  The Fiscal Year 2024 
employer contribution rate for the NKADD in the County Employees Retirement System (CERS) is 
23.34%.   In Fiscal Year 2025, the CERS rate could increase or decrease; however, the exact rate is 
unknown. Rates could increase up to 12% per the statutory cap in KRS 78.635(4). 
 
In 2024, the Kentucky General Assembly will be conducting a regular short session which will not 
include budgetary matters.  Therefore, the NKADD’s budget situation will remain the same as last year 
and continue to be tight. While we have increased revenues in some programs due to COVID-19 relief, 
these are one-time revenues and will likely not continue in the future.  The NKADD has budgeted 
conservatively and we are hopeful to maintain steady revenues.     
 
The NKADD strives to position itself for emergencies.  The unassigned fund balance in the Governmental 
Fund Statements as of June 30, 2023 was $2,922,699 compared to $2,515,251 at the end of Fiscal Year 
2022.  While still low for an organization the size of the NKADD, it is critical to operations to maintain 
an adequate level.  The Governmental Accounting Standards Board Statement Nos. 68 and 75, require the 
NKADD to reflect in the Government-wide Financial Statements its proportionate share of the unfunded 
liability of the Kentucky Retirement System’s County Employees Retirement System (CERS), a cost 
sharing multiple employer plan, in which the NKADD is a participant.  As a result, the unrestricted net 
position as of June 30, 2023 was a negative $(6,881,069) compared to a negative $(7,515,559) at the end 
of Fiscal Year 2022.   
 
CONTACTING THE NKADD’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide the citizens, taxpayers, customers, investors and creditors with 
a general overview of the NKADD’s finances and to show the NKADD’s accountability for the money it 
receives.  If you have questions about this report or need additional financial information, contact the 
NKADD office at 22 Spiral Drive, Florence, KY 41042. 
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The Northern Kentucky Area Development District (NKADD) is a non-profit public agency, functioning as 
an instrumentality of a political subdivision of the Commonwealth of Kentucky.  The NKADD operates 
under legislative authority which has as its primary purpose the promotion of economic development and 
the establishment of a framework for joint federal, state and local efforts directed toward providing basic 
services and facilities essential to the social, economic and physical development of the eight county area in 
Northern Kentucky. The accounting policies of the NKADD conform to generally accepted accounting 
principles.   
 
The NKADD’s financial statements are prepared in accordance with accounting principles generally 
accepted in the United States of America (GAAP).  The Governmental Accounting Standards Board 
(GASB) is responsible for establishing GAAP for state and local governments through its pronouncements 
(Statements and Interpretations).  

 
The following is a summary of the more significant policies: 
 
 A. Basic Financial Statements – Government-Wide Statements:  The NKADD’s basic financial 
statements include both government-wide (reporting the NKADD as a whole) and fund financial statements 
(reporting the NKADD’s major funds).  Both the government-wide and fund financial statements categorize 
primary activities as either governmental or business type.  The NKADD currently has no funds that are 
classified as business-type activities. 
 
In the government-wide Statement of Net Position, the governmental activities column is reported on a full 
accrual, economic resource basis, which recognizes all long-term assets and receivables as well as long-term 
debt and obligations.  The NKADD’s net position are reported in three parts – invested in capital assets, net 
of related debt, unrestricted net position, and restricted net position.   
 
The government-wide Statement of Activities reports both the gross and net cost of each of the NKADD’s 
functions.  The functions are also supported by general government revenues.  The Statement of Activities 
reduces gross expenses (including depreciation) by related program revenues and operating grants.  Program 
revenues must be directly associated with the function.  Operating grants include operating-specific and 
discretionary (either operating or capital) grants.  Net costs, if any, (by function) are normally covered by 
general revenue.   
 
This government-wide focus is more on the sustainability of the NKADD as an entity and the change in the 
NKADD’s net position resulting from the current year’s activities. 
 
 B. Basic Financial Statements-Fund Financial Statements:  The financial transactions of the 
NKADD are reported in individual funds in the fund financial statements.  Each fund is accounted for by 
providing a separate set of self-balancing accounts that is comprised of their assets, liabilities, reserves, fund 
equity, revenues and expenditures, as appropriate.   
 
 The following funds are used by the NKADD: 
 
 Governmental Fund Types: 
 
 General Fund - The general operating fund of the NKADD is used to account for all financial 
resources except those required to be accounted for in another fund. 
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 Special Revenue Fund - The special revenue fund is used to account for the proceeds of specific 
revenue sources not considered part of the other funds, which includes the revolving loan fund and the KHC 
EDA loan fund. 
 
 Fund Balances: 

 

GASB Statement 54 provides more clearly defined fund balance categories to make the nature 
and extent of the constraints placed on the NKADD’s fund balances more transparent.  In the 
fund financial statements, governmental fund balances can be presented in five possible 
categories: 
 

 Nonspendable – resources which cannot be spent because they are either not in spendable 
form or legally or contractually required to be maintained intact. 
 

 Restricted – resources with constraints placed on the use of resources are either externally 
imposed by creditors, grantors, contributors, governmental laws regulations or imposed by law 
through constitutional provisions or enabling legislation. 
 

 Committed – resources which are subject to limitations the NKADD imposes on itself at 
its highest level of decision making and that remain binding unless removed in the same 
manner.   
 

 Assigned –resources neither restricted nor committed for which a government has a stated 
intended use as established by the governing body or by an official to which the governing body 
delegates authority.   
 

 Unassigned – amounts that are available for any purpose.  The General Fund is the only 
fund that reports an unassigned fund balance amount.     

 
 C. Basis of Accounting:  Basis of accounting refers to the point at which revenues or 
expenditures/expenses are recognized in the accounts and reported in the financial statements.  It relates to 
the timing of the measurements made regardless of the measurement focus applied. 
 
 1. Accrual 
 

The governmental activities in the government-wide financial statements are presented on the accrual 
basis of accounting.  Revenues are recognized when earned and expenses are recognized when 
incurred. 

 
 2. Modified Accrual 
  

The governmental funds financial statements are presented on the modified accrual basis of 
accounting.  Under the modified accrual basis of accounting, revenues are recorded when susceptible 
to accrual; i.e., both measurable and available.  “Available” means collectible within the current period 
or within 60 days after year end.  Expenditures are generally recognized under the modified accrual 
basis of accounting when the related liability is incurred.  The exception to this general rule is that 
principal and interest on general obligation long-term debt, if any, is recognized when due.  
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
The accounting system of the NKADD also provides for the following: 
  
(1) Revenues are applied to program elements on the basis of total expenses incurred on the projects 

during the period and on the sharing ratios specified in the grant agreements. 
 
(2) Equipment acquired with grant funds is expensed immediately rather than capitalized and depreciated. 
 
 D. Shared Costs:  Shared costs were distributed over the benefiting programs on the basis of direct 
salary and employee benefit charges.  Shared costs are those (a) incurred for a common or joint purpose 
benefiting more than one program, and (b) not readily assignable to the programs specifically benefited 
without effort disproportionate to the results achieved. 
 
 E. Use of Estimates:  The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and assumptions 
that affect certain reported amounts and disclosures.  Accordingly, actual results could differ from those 
estimates. 
 
 F. Cash and Cash Equivalents:  For purposes of these financial statements, cash equivalents include 
time deposits, certificates of deposit, and all highly liquid debt instruments with original maturities of three 
months or less.  As of June 30, 2023, the NKADD held no cash equivalents. 
 
 G. Accounts Receivable:  Management considers accounts receivable to be fully collectible; 
accordingly, no allowance for doubtful accounts is required.  If amounts become uncollectible, they will be 
charged to operations, as uncollectible governmental funds, when that determination is made. 
 
 H. Income Taxes:  The NKADD is exempt from income taxes. 
 
 I. Capital Assets:  Equipment is generally acquired by the NKADD in part with grant funds.  
Contributed assets are reported at fair market value as of the date received.  Additions, improvements and 
other capital outlays that significantly extend the useful life of an asset are capitalized.  Capital assets 
purchased or acquired with an original cost of $500 or more are reported at cost.  Other costs incurred for 
repairs and maintenance are expensed as incurred.  Property acquired by the NKADD is stated at cost, less 
accumulated depreciation computed by the straight line method over the following estimated useful lives: 
 
 Building and improvements 10 – 40 years 
 Furniture and fixtures 7 years 
 Computer equipment 3 years 
 Computer software 10 years 
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 M.  Leases:  The NKADD is a leasee of noncancelable leases for office space and equipment.  The 
NKADD recognizes a lease liability and an intangible right-of-use asset in the government-wide financial 
statements. 
 
At the commencement of a lease, the NKADD initially measures the lease liability at the present value of 
payments expected to be made during the lease term.  Subsequently, the lease liability is reduced by the 
principal portion of the lease payments made.  The right-to-use asset is first measured as the initial amount 
of the lease liability adjusted for lease payments made at or before the lease commencement date, plus 
certain initial direct costs.  Right-to-use lease assets useful lives are determined by the length of the lease 
period and are amortized using the straight-line method. The NKADD has elected to use the same 
capitalization thresholds for leased assets that it uses for those assets purchased. See further discussion 
Notes 3 and 5. 
 
Key estimates and judgements include how the NKADD determines the discount rate and lease term it uses 
to discount the expected lease receipts/payments to present value.  The NKADD uses market rate of interest 
at the lease inception as the discount rate for leases.  Lease term includes the noncancelable period of the 
lease.  Lease receipts/payments included in the measurement of the lease receivable/payable are composed 
of fixed payments as outlined in the lease agreements.  
 
The NKADD is a sublessor for noncancelable leases of office space.  The NKADD recognizes a lease 
receivable and a deferred inflow of resources in the government-wide financial statements.  
 
At the commencement of a lease, the NKADD initially measures the lease receivable at the present value 
of payments expected to be received during the lease term.  Subsequently, the lease receivable is reduced 
by the principal portion of the lease payments received.  The deferred inflow of resources is initially 
measured as the initial amount of the lease receivable, adjusted for the lease payments received at or 
before the lease commencement date.  Subsequently, the deferred inflow of resources is recognized as 
revenue over the life of the lease term. See further discussion Notes 3 and 5. 
 
 N. Subscription-Based IT Arrangements:  The NKADD obtains the right to use a vendor’s 
information technology software through a long-term contract. The NKADD recognizes a subscription 
liability and an intangible right-to-use subscription asset in the government-wide financial statements. 
 
At the commencement of a subscription, the NKADD initially measures the subscription liability at the 
present value of payments expected to be made during the subscription term. Subsequently, the subscription 
liability is reduced by the principal portion of the subscription payments made.  The right-to-use asset is 
initially measured as the initial amount of the subscription liability adjusted for subscription payments made 
at or before the subscription commencement date, plus certain initial implementation costs.  Right-to-use 
subscription assets’ useful lives are determined by the length of the subscription period and are amortized 
using the straight-line method. See further discussion Notes 3 and 7.   
 
Key estimates and judgements include how the NKADD determines the discount rate and subscription term 
it uses to discount the expected subscription payments to present value.  The NKADD uses market rate of 
interest at the subscription’s inception as the discount rate.  The subscription’s term includes the 
noncancelable period of the subscription.  Subscription payments included in the measurement of the 
subscription payable are composed of fixed payments as outlined in the subscription. 
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 O. Long Term Debt:  In the government-wide financial statements, long term debt plus unamortized 
premium is reported as liabilities in the applicable governmental activities financial statements.  In the fund 
financial statements, governmental fund types recognize bond issuance costs during the current period.  The 
face amount of debt issued is reported as other financing sources.  Issuance costs, whether or not withheld 
from the actual debt proceeds received, are reported as expenditures. 
 
 P.  Deferred Outflows of Resources:  The NKADD reports decreases in net position that relate to 
future periods as deferred outflows of resources in a separate section of its government-wide statement of 
net position.  Deferred outflows of resources reported in this year’s financial statements relate to the 
NKADD’s pension plan and OPEB plan and include (1) contributions made to the NKADD’s pension 
plan and OPEB plan between the measurement date of the net pension liability and the end of the 
NKADD’s fiscal year; (2) differences between the expected and actual experience; (3) changes in 
assumptions; (4) changes in the proportionate share of the NKADD’s contributions to the pension fund 
and OPEB plan; and (5) difference between projected and actual earnings on plan investments.  The 
deferred amount related to the differences between expected and actual experience, changes of 
assumptions in the pension fund and OPEB fund, and changes in the proportionate share of the NKADD’s 
contributions to the pension fund and OPEB fund will be recognized over a closed period equal to the 
average of the expected remaining service lives of all employees participating in the plan.  The deferred 
amount related to the difference between projected and actual earnings on plan investments will be 
recognized over a closed five-year period beginning in the current reporting period.  Deferred outflows 
for pension and OPEB contributions will be recognized in the subsequent fiscal year. No deferred 
outflows of resources affect the governmental funds financial statements in the current year. 
 
  Q.  Deferred Inflows of Resources:  The NKADD’s statement of net position reports a separate 
section for deferred inflows of resources.  This separate financial statement element reflects an increase in 
net position that applies to a future period(s). Deferred inflows of resources reported in this year’s 
financial statements relate to the NKADD’s pension plan and OPEB plan and include (1) changes in the 
proportionate share of the NKADD’s contributions to the pension fund and OPEB fund (2) difference 
between expected and actual experience and (3) changes in assumptions. The deferred amount related to 
the changes in the proportionate share of the NKADD’s contributions to the pension fund and OPEB 
fund, the amount related to the differences between expected and actual experience, and changes of 
assumptions in the pension fund and OPEB fund will be recognized over a closed period equal to the 
average of the expected remaining service lives of all employees participating in the plan. No deferred 
inflows of resources affect the governmental funds financial statements in the current year. 
 
 R.   Pensions:  For purposes of measuring the net pension liability, deferred outflows of resources 
and deferred inflows of resources related to pensions, and pension expense, information about the 
fiduciary net position of the County Employees Retirement System (CERS) and additions to/deductions 
from CERS’s fiduciary net position have been determined on the same basis as they are reported by 
CERS. 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. 
 
 S.   Other Postemployment Benefits (OPEB):  For purposes of measuring the net OPEB liability, 
deferred outflows of resources and deferred inflows of resources related to OPEB, and OPEB expense, 
information about the fiduciary net position of the County Employees Retirement System (CERS) and 
additions to/deductions from CERS’s fiduciary net position have been determined on the same basis as 
they are reported by CERS. 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. 
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 T. Use of Restricted Resources:  When an expense is incurred that can be paid using either restricted 
or unrestricted resources (net position), the NKADD’s policy is to first apply the expense toward restricted 
resources and then toward unrestricted resources.  In governmental funds, the NKADD’s policy is to first 
apply the expenditure toward restricted fund balance and then to other, less-restrictive 
classifications―committed and then assigned fund balances before using unassigned fund balances.   
 
 U. Revenues:  Substantially all governmental fund revenues are accrued.   
 
 V. Expenditures:  Expenditures are recognized when the related fund liability is incurred. 
 
 W. Compensated Absences:  Employees are granted vacation benefits in varying amounts to 
specified maximums depending on tenure with the NKADD.  Sick leave accrues to employees to specified 
maximums.  Employees are entitled to limited accrued vacation leave upon termination.  The estimated 
liability for vested vacation leave benefits is recorded as an expenditure and liability in the respective funds. 
 
 X.  New Accounting Pronouncements:  GASB Statement No. 96, Subscription-Based Information 
Technology Arrangements, issued May 2020 and was adopted by the NKADD beginning with fiscal year 
ending June 30, 2023.  Statement No. 96 provides guidance on the accounting and financial reporting for 
subscription-based information technology arrangements for government end users.  Under this 
Statement, a government should recognize a right-to-use subscription asset-an intangible asset-and a 
corresponding subscription liability.   
 
NOTE 2 – CASH AND INVESTMENTS 
 
At June 30, 2023, the carrying amount of the NKADD’s deposits (cash and cash equivalents) was 
$3,766,034 and the bank balances totaled $3,905,575.  Of these deposits the building construction account 
balance was $25,582, which consists of a money market government fund, and is uninsured.  Of the 
remaining cash, $250,000 at each bank is covered by the Federal Depository Insurance (FDIC) with the 
balance secured by pledged securities held by the pledging financial institution’s agent as collateral for the 
bank balances in excess of the FDIC insured amount.     
 

Kentucky Revised Statutes authorize the NKADDs to invest in obligations of the United States and its 
agencies, obligations of the Commonwealth of Kentucky and its agencies, shares in savings and loan 
associations insured by federal agencies and deposits in national or state chartered banks insured by federal 
agencies, repurchase agreements, and larger amounts in such institutions providing such banks pledge as 
security, obligations of the United States government or its agencies. 
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NOTE 3 - CHANGES IN CAPITAL ASSETS 
 
A summary of changes in capital assets follows: 
 

      
 Beginning     Ending 
   Balance   Increases Decreases   Balance    
Governmental activities: 
 
Capital assets not being depreciated 
 Land  $   226,975 $               - $              - $     226,975 
 
   Total capital assets not being depreciated    226,975                -               -      226,975 
 
Other capital assets: 
 Buildings and improvements 2,927,591 - - 2,927,591 
 Right of use buildings  1,227,977 311,189 (55,806) 1,483,360 
 Computer software 65,616 - - 65,616 
 Right of use equipment  18,691 57,642 (18,691) 57,642 
 Right-of-use software - 155,859 - 155,859 
 Computer equipment 667,759 61,464 (10,533) 718,690 
 Furniture and fixtures    253,868                 -    (11,637)      242,231 
 
   Total capital assets being depreciated 5,161,502       586,154    (96,667)   5,650,989 
 
Less accumulated depreciation for: 
 Buildings and improvements (1,212,440) (83,373) - (1,295,813) 
 Right of use buildings (302,946) (302,947) 55,806 (550,087) 
 Computer software (37,291) (3,090) - (40,381) 
 Right of use equipment (11,215) (13,649) 18,691 (6,173) 
 Right-of-use software - (51,953) - (51,953) 
 Computer equipment (446,263) (60,998) 10,269 (496,992) 
 Furniture and fixtures   (247,598)        (5,548)     11,637     (241,509) 
   
   Total accumulated depreciation (2,257,753)    (521,558)     96,403  (2,682,908) 
  
 Other capital assets, net    2,903,749       64,596         (264)   2,968,081 
 
Governmental activities capital assets, net $ 3,130,724 $      64,596 $        (264) $ 3,195,056 
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NOTE 4 – LONG TERM DEBT 
  
The following is a summary of changes in the long term debt for the year ended June 30, 2023: 
 

June 30, 2022 Increase Decrease June 30, 2023
Financed Purchase Agreement 1,470,000$    -$          (125,000)$     1,345,000$    
Premium on long-term debt 9,005             -            (980)              8,025             
   Total long term debt 1,479,005$    -$          (125,980)$     1,353,025$    

 
 
Permanent financing of the NKADD’s office building, improvements, and related real estate is provided by 
the City of Florence under a financed purchase arrangement. The financed purchase arrangement provided 
approximately $2,415,000 to the NKADD at an average interest rate of 3.5% payable semi-annually. 
 
This long-term debt is payable through January 1, 2034 and is secured by the NKADD’s office building and 
related real estate.  Debt service requirements on this capital lease are as follows:                                 
 

Year Ending June 30  Interest Rates Principal Interest Total
2024 3.00% 135,000$     51,163$      186,163$     
2025 3.00% 135,000       47,113        182,113       
2026 3.75% 140,000       43,063        183,063       
2027 3.75% 150,000       37,813        187,813       
2028 4.00% 150,000       32,186        182,186       
2029-2034 4.00%-4.25% 635,000       77,200        712,200       
   Totals 1,345,000$  288,538$    1,633,538$  

 
NOTE 5 - LEASES 
 
Lease agreements are summarized as follows: 
                       

Description Date
Payment 
Terms

Annual 
Payment 
Amount

Interest 
Rate

Total Lease 
Liability

Balance 
June 30, 

2023
Commodities warehouse 7/1/2021 6 years 77,010$   2% 430,838$   285,869$   
Georgetown office 7/1/2021 8 years 12,588     2% 103,627     79,132       
Covington career center 7/1/2021 5 years 199,580   2% 948,895     580,690     
Florence career center 7/1/2021 2 years 28,490     2% 55,806       -             
Copier 7/1/2021 2 years 11,406     2% 18,691       -             
New Copier 3/20/2023 5 years 19,263     2% 54,430       50,970       
Postage machine 7/1/2022 2 years 2,837       2% 3,212         649            
  Total 997,310$   
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NOTE 5 – LEASES (CONTINUED) 
 
Warehouse space for the Commodities program.  
Office space for the Kentucky Workforce Investment Board, Inc.   
Office space for the One Stop, Kentucky Works, and Workforce Investment Board programs under  
  multi-year rental agreements in Covington.  
Copier, printers and postage machine. 
 
Annual requirements to amortize long-term lease liabilities and related interest are as follows: 
 

 Fiscal Year Ending June 30     Principal Interest            
                2024  $     289,811 $     12,599 
 2025 296,456  8,896 
 2026 302,564 4,499 
                2027         80,179        1,261 
                2028 23,070 331 
                2029 (thereafter)            5,230            22 
  $     997,310 $    27,608 
NOTE 6 – SUBLEASE 
 
The NKADD subleases portions of the career center leases and the commodities warehouse.    
                    

Description Date
Payment 
Terms

Annual 
Payment 
Amount

Interest 
Rate

Total Lease 
Receivable

Balance 
June 30, 

2023
Commodities warehouse 7/1/2021 3 yrs 7,200$     2% 25,666$     9,496$       
Covington career center 7/1/2021 2-5 yrs 128,097   2% 328,555     76,704       
Florence career center 7/1/2021 2 yrs 16,236     2% 31,805       -            
  Total 86,200$     

 
The NKADD received $153,462 in lease revenue and $2,316 in interest revenue for the year ended June 30, 
2023. 
 
NOTE 7 – SUBSCRIPTION-BASED INFORMATION TECHNOLOGY ARRANGEMENTS 
 
The NKADD has entered into the following subscription-based information technology arrangement: 
 

Description Date
Payment 
Terms

Annual 
Payment 
Amount

Interest 
Rate

Total 
Subscription 

Liability

Balance 
June 30, 

2023
Trualta 7/1/2022 3 yrs 54,045$   2% 155,859$      104,931$   

 
Annual requirements to amortize the long-term subscription liability and related interest are as follows: 
 

 Fiscal Year Ending June 30     Principal Interest            
                2024  $   51,946 $   2,099 
 2025    52,985     1,060 
    $ 104,931 $   3,159 
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NOTE 8 – EMPLOYEE’S PENSION PLAN 
 
General Information about the Pension Plan 
 
Plan description. Employees of the NKADD are provided with pensions through the County Employees 
Retirement System (CERS)—a cost-sharing multiple-employer defined benefit pension plan.  Per 
Kentucky Revised Statute Section 78.782 and 61.645, the Kentucky Public Pensions Authority (KPPA) 
oversees the administration and operation of the personnel and accounting systems for the CERS. KPPA 
issues a publicly available financial report that can be obtained at https://kyret.ky.gov. 
 
Benefits provided. CERS provides retirement, disability, and death benefits. Retirement benefits are 
calculated based on a formula (final compensation times a benefit factor times years of service) and may 
be extended to beneficiaries of plan members under certain circumstances.  Disability benefits are 
determined in a similar manner as retirement benefits, but vary based upon hire date, age and years of 
service.  Death benefits vary based upon whether the employee was retired or working at the date of death 
and whether or not it was a duty-related death. 
 
For retirement purposes, non-hazardous duty employees are grouped into three tiers, based on their hire 
date:   
 Tier 1 Participation date  Before September 1, 2008 
  Unreduced Retirement  27 years service or 65 years old 
  Reduced Retirement   At least 5 years service and 55 years old, or 
      At least 25 years service and any age 
 
 Tier 2  Participation date   September 1, 2008 – December 31, 2013 
  Unreduced Retirement  At least 5 years service and 65 years old, or 
      Age 57+ and sum of service years plus age equal 87 
  Reduced Retirement  At least 10 years service and 60 years old 
 
 Tier 3  Participation date  On or after January 1, 2014 
  Unreduced Retirement  At least 5 years service and 65 years old, or 
      Age 57+ and sum of service years plus age equal 87 
  Reduced Retirement   Not available 
 
 
Employees are vested in the plan after five years of service.  Cost of living adjustments are provided at 
the discretion of the Kentucky General Assembly.   No COLA has been granted since July 1, 2011.   
 
Contributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend 
the benefit terms to the CERS Board of Trustees (the Board). Tier 1 employees are required to contribute 
5% of their annual creditable compensation.  Tier 2 and 3 employees are required to contribute 5% of 
their annual creditable compensation plus an additional 1% of creditable compensation which is credited 
to the Insurance Fund.  Employers contribute at the rate determined by the Board.  The actuarially 
determined rates set by the Board for the year ended June 30, 2023 was 26.79%, of which 23.40% was for 
the pension fund and 3.39% was for the insurance fund.  Contributions to the pension plan from the 
NKADD were $871,019 for the year ended June 30, 2023, of which $760,801 was for the pension fund 
and $110,218 was for the insurance fund. 
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NOTE 8 – EMPLOYEE’S PENSION PLAN (CONTINUED) 
 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
At June 30, 2023, the NKADD reported a liability of $8,305,341 for its proportionate share of the net 
pension liability. The net pension liability was based on an actuarial valuation performed on June 30, 
2021.  The total pension liability was rolled-forward from the valuation date to the plan’s fiscal year end, 
June 30, 2022, using generally accepted actuarial principles.  There have been no actuarial assumption or 
method changes since June 30, 2021. The NKADD’s proportionate share of the net pension liability was 
determined using the NKADD’s actual contributions for the fiscal year ending June 30, 2022.  This 
method was expected to be reflective of the NKADD’s long-term contribution effort. At June 30, 2022, 
the NKADD’s proportion was 0.114889%, which was a decrease of 0.006786% from its proportion 
measured as of June 30, 2021. 

 
For the year ended June 30, 2023, the NKADD recognized pension expense of $425,669. At June 30, 
2023, the NKADD reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources: 
 

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experience 8,879$                  73,963$                

Changes of assumptions -                          -                          

Net difference between projected and actual
earnings on plan investments 212,919                -                          

Changes in proportion and differences between NKADD
contributions and proportionate share of contributions 87,408                  313,481                

NKADD contributions subsequent to the measurement date 760,801                -                          
1,070,007$            387,444$              

 
The $760,801 reported as deferred outflows of resources related to pensions resulting from NKADD 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ended June 30, 2024. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense as follows: 
 

Year ended June 30:
2023 (106,945)$  
2024 (137,435)    
2025 (69,793)      
2026 235,935     

(78,238)$    
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NOTE 8 – EMPLOYEE’S PENSION PLAN (CONTINUED) 
 
Actuarial assumptions. The total pension liability was determined by an actuarial valuation as of June 30, 
2022 using the following actuarial assumptions, applied to all periods included in the measurement: 
 
  Inflation   2.30% 

 
Payroll growth rate  2.00% 
 
Salary increases   3.30% to 10.30%, varies by service 
 
Investment rate of return 6.25% 

 
 
The mortality table used for active members was a Pub‐2010 General Mortality table projected with the 
ultimate rates from the MP‐2014 mortality improvement scale using a base year of 2010. The mortality 
table used for healthy retired members was a system‐specific mortality table based on mortality 
experience from 2013‐2018, projected with the ultimate rates from MP‐2014 mortality improvement scale 
using a base year of 2019. The mortality table used for the disabled members was PUB‐2010 Disabled 
Mortality table, with a 4‐year set‐forward for both male and female rates, projected with the ultimate rates 
from the MP‐2014 mortality improvement scale using a base year of 2010. 
 
The actuarial assumptions used in the June 30, 2022 valuation were based on the results of an actuarial 
experience study for the period of June 30, 2021.  
 
Changes of assumptions.  Since the prior measurement date, there were no changes in assumptions. 
 
Discount rate. The discount rate used to measure the total pension liability was 6.25%. The projection of 
cash flows used to determine the discount rate assumed the funds receive the required employer 
contributions each future year, as determined by the current funding policy established in Statute as last 
amended by House Bill 362 (passed in 2018).  The discount rate determination does not use a municipal 
bond rate. 
 
Long-Term Expected Rate of Return. The long-term expected rate of return was determined by using a 
building block method in which best estimate ranges of expected future real rate of returns are developed 
for each asset class.  The ranges are combined by weighting the expected future real rate of return by the 
target asset allocation percentage.  The target allocation and best estimates of arithmetic real rate of return 
for each major asset class are summarized in the tables below: 
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NOTE 8 – EMPLOYEE’S PENSION PLAN (CONTINUED) 
 

Long-Term Expected
Asset Class Target Allocation Real Rate of Return

Public Equity 50.00% 4.45%
Private Equity 10.00% 10.15%
Core Bonds 10.00% 0.28%
Specialty Credit/High Yield 10.00% 2.28%
Cash 0.00% -0.91%
Real Estate 7.00% 3.67%
Real Return 13.00% 4.07%

Total 100%

 
Sensitivity of the NKADD’s proportionate share of the net pension liability to changes in the discount 
rate. The following presents the NKADD’s proportionate share of the net pension liability, calculated 
using the discount rate of 6.25%, as well as what the NKADD’s proportionate share of the net pension 
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.25%) or 1-
percentage-point higher (7.25%) than the current rate: 
 

1% Current 1%
Decrease Discount Rate Increase
(5.25%) (6.25%) (7.25%)

NKADD's proportionate share of
the net pension liability 10,380,646$    8,305,341$      6,588,892$      

 
Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position 
is available in the separately issued KPPA financial report. 
 
Payables to the pension plan 
 
The NKADD makes legally required contributions to the pension plan on a monthly basis.  The monthly 
payment is due by the 10th of the following month.  As of June 30, 2023, $138,215 was payable to the 
pension plan, of which $120,725 was for the pension fund and $17,490 was for the insurance fund. 
 

NOTE 9 – POSTEMPLOYMENT BENEFITS 
 
Plan description. Employees of the NKADD are provided with health care benefits through the Kentucky 
Public Pensions Authority Insurance Fund (Insurance Fund)—a cost-sharing multiple-employer health 
insurance plan. The Insurance Fund is part of CERS.  Per Kentucky Revised Statute Section 61.701, the 
CERS Board (the Board) of the Kentucky Public Pensions Authority (KPPA) administers the health 
insurance benefit. KPPA issues a publicly available financial report that can be obtained at 
https://kyret.ky.gov. 
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NOTE 9 – POSTEMPLOYMENT BENEFITS (CONTINUED) 
 
Benefits provided. The Insurance Fund provides hospital and medical insurance for eligible members 
receiving benefits from CERS.  The eligible non-Medicare retirees are covered by the Department of 
Employee Insurance (DEI) plans.  The eligible Medicare retirees receive benefits through a Medicare 
Advantage Plan.  The amount of plan premium (contribution) paid by the Insurance Fund is based on 
years of service and participation date.   For members participating prior to July 1, 2003, members 
completing 20 or more years of service received 100% contribution.  Members completing 15 – 19 years, 
10-14 years, and 4-9 years received 75%, 50%, and 25% respectively.   Members completing less than 4 
years of service receive no insurance benefit.  As a result of House Bill 290, medical insurance benefits 
are calculated differently for members who began participating on, or after, July 1, 2003.   Once members 
reach a minimum vesting period of 10 years, non-hazardous employees whose participation began 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.  This dollar amount is subject to adjustment annually, which 
is currently 1.5%, based upon Kentucky Revised Statutes.   The monthly dollar contribution for 2022 is 
$13.99 for CERS Non-hazardous employees.  The Kentucky General Assembly reserves the right to 
suspend or reduce this benefit if, in its judgment, the welfare of the Commonwealth of Kentucky so 
demands. 
 
Contributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend 
the benefit terms to the Board of KRS. Tier 1 employees are not required to contribute to the insurance 
fund.  Tier 2 and 3 employees are required to contribute 1% of their creditable compensation to the 
insurance fund.  Employers contribute at the rate determined by the Board.  As stated in Note 8 
Employee’s Pension Plan, the actuarially determined rates set by the Board for the year ended June 30, 
2023 was 26.79%, of which 23.40 % was for the pension fund and 3.39% was for the insurance fund.  See 
Note 8 for contributions to the plan from the NKADD during the current fiscal year. 

 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB  
 
At June 30, 2023, the NKADD reported a liability of $2,266,955 for its proportionate share of the net 
OPEB liability. The net OPEB liability was based on an actuarial valuation performed on June 30, 2021.  
The total OPEB liability was rolled-forward from the valuation date to the plan’s fiscal year end, June 30, 
2022, using generally accepted actuarial principles. There have been no actuarial assumption or method 
changes since June 30, 2021. The NKADD’s proportionate share of the net OPEB liability was 
determined using the NKADD’s actual contributions for the fiscal year ending June 30, 2022.  This 
method is expected to be reflective of the NKADD’s long-term contribution effort.  At June 30, 2022, the 
NKADD’s proportion was 0.114869%, which was a decrease of 0.006777% from its proportion measured 
as of June 30, 2021.  

 
For the year ended June 30, 2023, the NKADD recognized OPEB expense of $263,416. At June 30, 2023, 
the NKADD reported deferred outflows of resources and deferred inflows of resources related to OPEB 
from the following sources: 
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NOTE 9 – POSTEMPLOYMENT BENEFITS (CONTINUED) 
 

         

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experience 228,188$                 519,865$                 

Changes of assumptions 358,535                   295,431                   

Net difference between projected and actual
earnings on plan investments 92,010                     -                               

Changes in proportion and differences between NKADD
contributions and proportionate share of contributions 30,814                     173,497                   

NKADD contributions subsequent to the measurement date 191,951                   -                               
901,498$                 988,793$                 

 
 
The $191,951 reported as deferred outflows of resources related to OPEB resulting from NKADD 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the year ended June 30, 2024. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows: 
 

Year ended June 30:
2024 (55,031)$    
2025 (54,408)      
2026 (156,276)    
2027 (13,532)      

(279,247)$   
 
Actuarial assumptions. The total OPEB liability was determined by an actuarial valuation as of June 30, 
2022 using the following actuarial assumptions, applied to all periods included in the measurement: 
 
  Inflation   2.30% 

 
 Payroll growth rate  2.00%  
 

Salary increases   3.30% to 10.30%, varies by service 
 

Investment rate of return 6.25%  
 
Healthcare trend rates Pre – 65:  Initial trend starting at 6.40% at January 1, 

2024, and gradually decreasing to an ultimate trend rate 
of 4.05% over a period of 14 years 
Post – 65:  Initial trend starting at 6.30% in 2024, then 
gradually decreasing to an ultimate trend rate of 4.05% 
over a period of 13 years 
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NOTE 9 – POSTEMPLOYMENT BENEFITS (CONTINUED) 
 
The mortality table used for active members is PUB-2010 General Mortality table, projected with the 
ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010.  For non-
disabled retired members and beneficiaries, the mortality table used is the system-specific mortality table 
based on mortality experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality 
improvement scale using a base year of 2019.  For disabled retired members, the mortality table used is 
the PUB-2010 Disabled Mortality table, with a 4-year set-forward for both male and female rates, 
projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year of 
2010. 
 
The actuarial assumptions used in the June 30, 2022 valuation were based on the results of an actuarial 
experience study for the period ending June 30, 2021.    
 
Discount rate. The single discount rate used to measure the total OPEB liability was 5.70%. The single 
discount rates are based on the expected rate of return on OPEB plan investments of 6.25%, and a 
municipal bond rate of 3.69%, as reported in Fidelity Index’s “20-Year Municipal GO AA Index” as of 
June 30, 2022. Based on the stated assumptions and the projection of cash flows as of each fiscal year 
ending, the plan’s fiduciary net position and future contributions were projected and were sufficient to 
finance the future benefit payments of the current plan members. Therefore, the long-term expected rate 
of return on insurance plan investments was applied to all periods of the projected benefit payments paid 
by the plan. However, the cost associated with the implicit employer subsidy was not included in the 
calculation of the plans actuarial determined contributions, and any cost associated with the implicit 
subsidy will not be paid out of the plan trusts. Therefore, the municipal bond rate was applied to the 
future expected benefit payments associated with the implicit subsidy. 
 
The projection of cash flows used to determine the single discount rate assumed that each participating 
employer contributes the actuarially determined employer contribution each future year calculated in 
accordance with the current funding policy. 
 
The long-term expected rate of return on plan assets is the same as disclosed in Note 8 Employee’s 
Pension Plan.  Additionally, the target allocation and best estimates of arithmetic nominal rates of return 
for each major asset class are the same as disclosed in Note 8.        
 
Sensitivity of the NKADD’s proportionate share of the net OPEB liability to changes in the discount rate. 
The following presents the NKADD’s proportionate share of the net OPEB liability, calculated using the 
discount rate of 5.70%, as well as what the NKADD’s proportionate share of the net OPEB liability 
would be if it were calculated using a discount rate that is 1-percentage-point lower (4.70%) or 1-
percentage-point higher (6.70%) than the current rate: 

        

1% Current 1%
Decrease Discount Rate Increase
(4.70%) (5.70%) (6.70%)

NKADD's proportionate share of
the net OPEB liability 3,030,558$     2,266,955$     1,635,711$     
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NOTE 9 – POSTEMPLOYMENT BENEFITS (CONTINUED) 
 

Sensitivity of the NKADD’s proportionate share of the net OPEB liability to changes in the healthcare 
trend rate. The following presents the NKADD’s proportionate share of the net OPEB liability, calculated 
using the healthcare trend rate of noted above, as well as what the NKADD’s proportionate share of the net 
OPEB liability would be if it were calculated using a healthcare trend rate that is 1-percentage-point lower 
or 1-percentage-point higher than the current rate:  
 

                    

1% Current 1%
Decrease Healthcare Trend Rate Increase

NKADD's proportionate share of
the net OPEB liability 1,685,431$     2,266,955$                  2,965,257$     

 
OPEB plan fiduciary net position. Detailed information about the OPEB plan’s fiduciary net position is 
available in the separately issued KPPA financial report. 
 
Payables to the OPEB plan 
 
The NKADD makes legally required contributions to the OPEB plan on a monthly basis.  The monthly 
payment is due by the 10th of the following month. See Note 8 Employee’s Pension Plan for payable as of 
June 30, 2023. 
 
 
NOTE 10 - OTHER FINANCING SOURCES (USES) 
 
Other financing sources (uses) consist of fixed asset transfers, loan proceeds and transfers between funds.                                 
     
              Governmental 
                                      Fund Types                                      
      General  Special Revenue 
        Fund            Fund Types     
  Principal payment on long term debt $    (125,000) $               - 
  Transfer from general fixed assets 94,275 - 
  Transfer (to) general fixed assets (6,625) - 
  Loss on disposal of fixed assets 264 - 
  Net financed purchase activity (264) - 
  Transfer from general fund to special 
    revenue fund (5,576) 5,576            
  Net revolving loan principal activity                    -     106,386 
  Net other financing sources (uses) $      (42,926) $   111,962 
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NOTE 11 – CONTINGENCIES 
 
The NKADD participates in numerous state and federal grant programs which are governed by various rules 
and regulations of the funding agencies.  Costs charged to the respective grant programs are subject to audit 
and adjustment by the funding agencies.  Therefore, to the extent that the NKADD has not complied with 
the rules and regulations governing the grants, refunds of any money received may be required and the 
collectability of any related revenues earned in excess of funds received at June 30, 2023 may be impaired.  
Based on prior experience, management believes that the NKADD will not incur significant losses from 
possible grant disallowances.  Amounts that management anticipates will be refunded are included in funds 
received in excess of revenues earned. 
 
The NKADD passes a significant portion of the local, state and federal grant funds it receives through to 
sub-grantees.  The NKADD monitors the activities of the sub-grantees and requires that applicable sub-
grantees have financial and compliance audits performed.  To the extent that audits of sub-grantees indicate 
failures to comply with applicable grant requirements, the NKADD assesses the likelihood of grant refunds 
payable as a result of such noncompliance, and records a liability for amounts management deems to be in 
excess of amounts recoverable from the sub-grantee. Management also assesses the likelihood of 
noncompliance by sub-grantees that have not yet submitted audited results.  The NKADD has not received 
nor reviewed all of the FY '23 audits of its sub-grantees.  It is possible that audits of these funds could 
disclose questionable costs and/or non-compliance with laws, regulations and grant conditions that would 
have an adverse effect upon the financial statements and reports. 
 
NOTE 12 – RESTRICTED NET POSITION 
 
Net position restricted for loan programs include the excess of assets over liabilities restricted for the 
revolving loan fund and the Kentucky Housing Corporation and Economic Development Administration 
loan fund.  The government-wide statements include restricted net position of $452,896 for small business 
loans reported as funds to reflect purpose restrictions imposed by the grantors.  Net position restricted for 
building construction includes the cash restricted by the lease/financing agreement to be used in the 
construction of the building addition.  These restrictions are functionally classified in the statement of net 
position. 
 
NOTE 13 – SUBSEQUENT EVENTS 
 
The NKADD has evaluated subsequent events through December 27, 2023, the date which the financial 
statements were available to be issued.  No events have occurred which would have a material effect on the 
financial statements of the NKADD as of that date. 
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NOTE 1 - BUDGETING POLICIES 
 
The executive director submits an annual budget to the Board of Directors in accordance with the NKADD 
procedures.  Once approved, the Board of Directors may amend the adopted budget when unexpected 
modifications are required in estimated revenues and expenditures.  Each funds’ budget is prepared on a 
detailed work element/line item basis.  Revenues are budgeted by source.  Expenditures are budgeted by 
department, work element and line item.  Revisions to the budget were made throughout the year.  Because 
the NKADD did not have sufficient information to accurately prepare certain forecasts, some work elements 
do not have budgets. 
 
The budgets are prepared on the basis of accounting used by the appropriate fund.  The actual and budget 
amounts for the Revolving Loan Fund and the Non-Cash Federal Commodities are not included in the 
General Fund budgetary comparison schedule. 
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NOTE 1 – BASIS OF ACCOUNTING 
 
 The supplementary information has been prepared in accordance with the reporting requirements of 
the various funding authorities.  These requirements include the accrual basis of accounting and the 
inclusion of all reported fund sources and expenditures related to the contracts.  Accordingly, the 
supplementary information includes the sub-grantees’ reported program income, cash match and in-kind 
match.  The supplementary information does not include statements of assets and liabilities of the programs.  
As such, these requirements differ from accounting principles generally accepted in the United States of 
America.   
 
NOTE 2 – SUB-GRANTEE INFORMATION 
 
 As stated in Note 1 above, the supplementary information includes the reported program income 
and match information of the sub-grantees.  Meals on Wheels of Greater Cincinnati/NKY and PurFood LLC 
(MOMS Meals), the sub-grantees, are to be audited by independent certified public accountants in 
accordance with criteria established by terms of their agreement.  Their audit reports will be furnished to the 
Northern Kentucky Area Development District and will be available for review by the appropriate funding 
agencies.  The sub-grantees providing service under each contract are as follows: 

Cabinet for Health and Family Services Contract 
 Legal Aid of the Bluegrass 
 Lifeline Homecare, Inc. 
 Visiting Angels, Inc. 
 Helping Hands NKY 
 Interim Healthcare 
 PurFood LLC (MOMS Meals) 
 Meals on Wheels of Greater Cincinnati/NKY 
 RC Durr YMCA of Greater Cincinnati 
 City of Williamstown 
 City of Elsmere 
 Campbell County Fiscal Court 
 Carroll County Fiscal Court 
 Gallatin County Fiscal Court 
 Pendleton County Fiscal Court 
 Owen County Fiscal Court 
 Wyatt’s Grocery Store 
 BAWAC 
 Transit Authority of Northern Kentucky 
 Express Mobile 
 Center for Independent Living 
  
 
 
 





 

 

 

 

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

To the Directors of  
Northern Kentucky Area Development District  
Florence, KY 

 

 

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States,  the financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of Northern Kentucky Area Development District, as of and for the 
year ended June 30, 2023, and the related notes to the financial statements, which collectively comprise Northern 
Kentucky Area Development District ’s basic financial statements, and have issued our report thereon dated 
December 27, 2023.  

Report on Internal Control over Financial Reporting  

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

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

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

Report on Compliance and Other Matters  

As part of obtaining reasonable assurance about whether Northern Kentucky 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 financial statements. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards. 

 

 

 



  

 

 

 

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. 

 

December 27, 2023 

Crestview Hills, Kentucky 

 



 

  

 

  

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

 
 
To the Directors of  
Northern Kentucky Area Development District 
Florence, KY  

Report on Compliance for Each Major Federal Program 

Opinion on Each Major Federal Program  

We have audited Northern Kentucky Area Development District’s compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect on each 
of Northern Kentucky Area Development District’s major federal programs for the year ended June 30, 2023. 
Northern Kentucky 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. 

In our opinion, Northern Kentucky Area Development District compiled, 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, 2023. 

Basis for Opinion on Each Major Federal Program 

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 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). Our responsibilities under those standards and the Uniform Guidance are further 
described in the Auditor’s Responsibilities for the Audit of Compliance section of our report. 

We are required to be independent of Northern Kentucky Area Development District and to meet our other ethical 
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each 
major federal program. Our audit does not provide a legal determination of Northern Kentucky Area Development 
District’s compliance with the compliance requirements referred to above.  

Responsibilities of Management for Compliance 

Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements of laws, 
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Northern Kentucky Area 
Development District’s federal programs. 

Auditor’s Responsibilities for the Audit of Compliance 

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance 
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Northern 
Kentucky Area Development District’s compliance based on our audit. Reasonable assurance is a high level of 
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance 
with generally accepted auditing standards, Government Auditing Standards, and the Uniform Guidance will always 
detect material noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud 
is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Noncompliance with the compliance requirements referred 
to above is considered material if there is a substantial likelihood that, individually or in the aggregate, it would 
influence the judgment made by a reasonable user of the report on compliance about Northern Kentucky Area 
Development District’s compliance with the requirements of each major federal program as a whole. 



 

 

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

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

 Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and 
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, 
evidence regarding Northern Kentucky Area Development District’s compliance with the compliance 
requirements referred to above and performing such other procedures as we considered necessary in the 
circumstances. 

 Obtain an understanding of Northern Kentucky Area Development District’s internal control over 
compliance relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances 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 Northern Kentucky Area 
Development District’s internal control over compliance. Accordingly, no such opinion is expressed. 

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over 
compliance that we identified during the audit. 

Report on 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 a 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 Auditor’s 
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant deficiencies in internal control 
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control 
over compliance that we consider to be material weaknesses, as defined above.  However, material weaknesses 
or significant deficiencies in internal control over compliance may exist that were not identified. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, no such opinion is expressed. 

The purpose of this report on internal control over compliance is solely to describe the scope 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.  

 

December 27, 2023 

Crestview Hills, Kentucky 
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Note 1 - Basis of Presentation 
 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the 
Northern Kentucky Area Development District.  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).  Because 
the schedule presents only a selected portion of the operations of the NKADD, it is not intended to and does 
not present the financial position, changes in net position or cash flows of the NKADD.  Although many of 
these programs are jointly funded by Federal, Kentucky and local sources, only Federal expenditures are 
reported on this schedule.  The amounts shown are based on the Federal share of the combined allocations. 
 

Note 2 – Summary of Significant Accounting Policies 
 

Expenditures reported on the schedule are reported on the modified accrual basis of accounting.  Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein 
certain types of expenditures are not allowable or are limited as to reimbursement.  Negative amounts shown 
on the schedule represent adjustments or credits made in the normal course of business to amounts reported 
as expenditures in prior years.  Pass-through entity identifying numbers are presented where available. The 
NKADD has elected not to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance. 
 

Note 3 – Commodities Distribution 
 

Amounts reported represent the dollar values of commodities distributed during the year.  Dollar values 
were determined using USDA prescribed wholesale values per unit.  At June 30, 2023, the NKADD had 
USDA food commodities totaling $219,156 in inventory. 
 

Note 4 - Revolving Loan Fund Calculations 
 

Revolving loan fund (#04-19-59014): 
 

   Balance of loans outstanding  $296,378 
   Plus:  Cash and investment balance   55,551 
   Plus:  Administrative expenses  1,301 
   Plus:  Loans written off during the fiscal year               - 
      Subtotal  353,230 
   Multiplied by federal share of initial capitalization          100% 
      Total  $353,230 
 
Note 5 – Reconciliation of Federal Revenues - Cash 
 

Statement of Revenues, Expenditures 
 and Changes in Fund Balance (page 10) 
          Federal Revenues    $7,102,796 
          Less:  CDO (Federal Medicaid)        (933,050) 
          Adjustment for Revolving Loan Fund 
            Amount reported on page 10             994 
            Amount reported on page 75         353,230 
 

Federal Expenditures–Cash 
 Schedule  of Expenditures of Federal Awards (page 77)   $6,523,970 
 
 



NORTHERN KENTUCKY AREA DEVELOPMENT DISTRICT 
 

Schedule of Findings and Questioned Costs 
Year Ended June 30, 2023 

 
 

79 
 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 
 
Financial Statements 
 
Type of auditor’s report issued:    Unmodified 
 
Internal control over financial reporting: 
 
  Material weakness(es) identified?  Yes X No 
     
 Significant deficiency(ies) identified that are not considered to be 

material weaknesses? 
 
 Yes X No 

     
Noncompliance material to financial statements noted?  Yes X No 
 
Federal Awards 
 
Internal control over major programs: 
 
 Material weakness(es) identified?  Yes X No 
     
 Significant deficiency(ies) identified that are not considered to be 

material weaknesses?  Yes X None noted 
 
Type of auditor’s report issued on compliance for major programs:    Unmodified 
 
Any audit findings disclosed that are required to be reported in accordance 
with Section 2 CFR Section 200.516(a)?  Yes X No 
 
Identification of Major Programs 
 

CFDA No.  Name of Federal Programs or Clusters 

21.027 
17.258/17.259/17.278 
93.044/93.045/93.053 

Coronavirus State and Local Fiscal Recovery Funds 
Workforce Innovation and Opportunity Act (WIOA) Cluster 

Aging Cluster 

 
Dollar threshold used to distinguish between Type A and Type B programs:   $750,000 
 
Auditee qualified as low-risk auditee? X Yes  No 
 
SECTION II - FINANCIAL STATEMENT FINDINGS 
 
No matters are reportable. 
  
SECTION III - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 
 
No matters are reportable.  
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No matters are reportable. 
 
 




