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INDEPENDBNT AUDITOR'S REPORT

financial statements of the goverrunental activities, the business-
of the City of Greenup, Kentucky (the "City") as of and for the

contents.
Our responsibility is to express opinions on these financial statements based

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and standards applicable to f,rnancial audits contained in Governntent Auditing Slandards,
issued by the comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the hnancial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the govemmental activities, the business-type activities, and each major
fund of the City of Greenup, Kentucky, as of June 30, 2012, and the respective changes in financial
position, and, where applicable, cash flows thereof, and the respective budgetary comparison fo1 the
General Fund and Street Fund for the year then ended, in confotmity with accounting principles
generally accepted the United States of America.

In accordance with Government Auditing Standards, we have also issued our repoft dated June 18,

2015 on our consideration of the City of Greenup's internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of intemal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the
intemal control over financial reporting or on compliance. That report is an integral part of an audit
perforrned in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis information on pages 4 through 9 be presented to supplement
the basic financial statements. Such information, although not a paft of the basic financial statements,
is required by the Govemmental Accounting Standards Board, who considers it to be an essential part
of financial reporling for placing the basic f,rnancial statemeuts in the appropriate operational,
economic, or historical context. We have applied cerlain limited procedures to the required
supplementary information in the accordance with auditing standards generally accepted in the United

1
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States of America, whicl-r 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 inforrnation
because the limited procedures do not provide us with sufficient evidence to express an opinion or any
assurance.

,f"øTé*-f Ø"ø /*øç' ffie*
June 18,2015
Ashland, Kentucky
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CÍII-Y O]IF GRE]E]\UXT
MAI\AGEN4ENII' ]DTSCUSSTON AN]D A]\ALYSTS

The management discussion and analysis (MD&A) gives readers an overview and analysis of the
financial position and activities of the City of Greenup ("Government") for the fiscal year ended
June 30, 2012. This information should be read in conjunction with the financial statements
immediately following the analysis.

FTNAN

= The assets of the Government exceeded its liabilities at the end of the fiscal year by
$7 ,l 45 ,443 (net assets). Governmental activities' unrestricted net assets were
$(227 ,436) and business type activities unrestricted net assets were $116,810.

= The Government's total net assets decreased by $209,848. Net assets of governmental
activities decreased by $21,365 and net assets of business-type activities decreased by
$ 188,483.

= At June 30, 2012, the governmental activities had $259,578 in total assets and
5256,447 in total liabilities. Business type activities had $12,813,638 in total assers
and $5, 131,326 in total liabilities.

This discussion and analysis serves as an introduction to the city's basic financial statements,
which consist of three components: (1) government-wide financial statements, (2) fund financial
statements, and (3) notes to the financial statements. This repofi also contains other supplemental
information in addition to the basic financial statements.

F.EPORTING Tr-tË GO-V-ERNMEN T AS- A Wr-tOLE

This report is prepared under the standards for goverrunent financial reporting prescribed by the
Governmental Accounting Standards Board, Statement Number 34 (GASB 34). This reporting
format consists of a series of financial statements that provide an overview of all services
provided by or supported by the Government (the Government-wide Statements) and provides
more detailed information about major programs of the Government ("the fund statements").

These statements present a financial picture of the Government as a whole through the use of a
consolidated statement of all funds and eliminating interfund transfers. The value of fixed assets
of governmental type operations is presented.

Government-wide financial statements include the Statement of Net Assets and the Statement of
Activities. These statements include all assets and liabilities using the accrual basis of accounting,
which is similar to the accounting used by most private-sector business. All revenues earned and
expenses incurred in the fiscal year are taken into account regardless of when cash is received or
paid.

The Statement of Net Assets presents information on all the Government's assets and liabilities as
of June 30, 2012. The net assets are the difference between assets and liabilities. Over time,
increase or decrease in net assets is one indicator of whether financial health is improving or
deteriorating. Information on other factors such as changes in the revenue strucfuie and the
condition of the Government's assets is also needed io asseis the overall financial position of the
Government.

The Statement of Activities presents the Government's annual revenues and expenses, as well as
any other transactions that increase or reduce net assets. Program revenues are bffset by program
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expenses to provide better information as to program costs financecl by general government
revenues

The government-wide statements divide the Government's activities into two kinds of activities:

Governmental activities - Most of the Government's basic services are reported here, including
general (city) govel'nment, police, fire and street repair/improvement. Property taxes, insurance
taxes and miscellaneous revenues finance most of these activities.

Business-type activities_ - Activities primarily paid for from charges and fees to cover the cost of
services are reported here. This includes water production, sanitary sewer services and solid
waste management.

-REPOR:TTNG TH.E CTTYIS MOST STGNIF]CANT F'IJNÐS

Fund financial statements report the Government's operations in more detail than the government-
wide statements by providing information about the Government's most significant funds. Some
funds are required to be established by local law or by bond covenants. However, many other
funds are established to help control and manage money for a particular purpose. Two types of
funds are presented in the fund financial statements: governmental funds and proprietary funds.

Governmental funds - Most of the Government's basic services are reported in the government
funds. These statements provide a short-term view of general government operations and how
these services are financed as well as the balances left at year end that are available for future
spending. These funds are reported using the modified accrual basis of accounting, which
measures cash and all other financial assets that can be readily converted to cash.

Proprietary funds - The Government charges fees for Business-type services which are intended
to cover the cost of providing those services. The governing body decides that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate foi capital
maintenance, public policy, management control, accountability or olher 

- 
purposes. 

-The

subcategories of the funds include enterprise funds, which are business-type 
-activities. 

The
proprietary funds are reported in the same way that all activities are reported in the government-
wide statements but the fund statements provide more detail. The City considers the Utility fund
(water/sewer) to be its major proprietary fund.

ANAJ.YSÍS O-F Tï-IE GOVERNI\4EN][- AS A WHOLE

NET ASSETS

As of June 30, 2012, the Goverrìment as a whole had net assets greater than its liabilities by
fi7,745,443. Net assets of governmental activities were $3,131 and decreased by $21,365 over the
prior year. Of these net assets 5230,561 is invested in capital assets (net of related debt), and
$(221,436) is unrestricted.

The net assets of the Government's business-type activities are $1,742,312 and decreased by
$188,483 over the prior year. Of these net assets 51,624,112 or 98 % are invested in capital assets
(net of related debt), $790 is restricted and $1i6,810 is unrestricted. The largest portion of the
City's net assets (98%) reflects its investment in capital assets (i.e., land, buildings, machinery
and equipment) less outstanding related debt used to acquire those assets. The city uses these
capttal assets to provide services to citizens and as a result, these assets are not available for
future spending. The city's capital assets investment is reported net of related debt, but the
resources needed to pay this debt must be provided from other sources since the capital assets
cannot be used to liquidate the liabilities.

The City has no remaining balance in unrestricted net assets. Current unrestricted net assets are
$(110,626). No unrestricted net assets are available to be used to meet the City's ongoing
obligations to citizens and creditors.

-5-



At the end of this fiscal year June 30, 2012 the City is able to report positive balances in all
categories of total net assets, both for the government as a whole, as well as for its separate
goverrunental and business-type activities.

ANALYSIS NET ASSETS

Governmental
Activities

2012 20lt

Business-type
Activities

2012 201r

Total Primary
Government

2012 2011

Current and
other assets

Capital assets

Total assets

Current
liabilities

Long-term
liabilities

Total
liabilities

Net assets

Invested in
capital assets net
of related debt

Restricted
Unrestricted

s (193,311) $ (219,008) $ 856,941 $ 719,074 $
691 12

663,s64 $
t2,469,652

s60,066
12,634,046452 955 530 304 12 016 103 142

2s9 578 3tt,296 t2 813 638 t2,882,816 13,133,216 13 194 tt2

s2,960

203,487

55,862 1,087, r l3

4,044,213230 938

r,34r,997

3,610,024

r,140,013 1,397 ,859

4 247 700 3 840 962

5 387 713 5,238,821256,447 286 800 5,r3t ,326 952 02r4

230,561

(221,436)

285,422 I ,624,7 t2
190

8,139,800
134,034

(343,039)

7 ,855,219
790

(t10,626)

8,425,222
134,034

(603,965)(260,926) 116 810

Total net
aSSetS $ =Æ $___,:24-495 LtJ,42.3t2 $ 7,930.795 s -, - 7.745.443 S 7.955.29t
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ANALY.STS OF THE C,ITY S OPE-RATIONS

Revenues

Governmental
Activities

2012 20tl

Business-type

Activities
2012 20tt

Total Primary
Government

2012 201t

Taxes $
Licenses and permits
Fees and fines
Rental income
Charges for services
Grant/other
income

203,478 $
t6,t6l
1t ,863
39,600
34,758

214,489 $

9,239
74,428
34,500
40,745

203,478 $
16,161
11,863
39,600

2.628,533

$ $ 2r4,489
q ,lq

74,428
34,500

2,555,593

695 s6877.081 69 555

2,593,775

254,224

2,5t4,848

626 013

20lt

331 305

Total Primary
Government

20t2

1

rotar L142"947 S _442_,95þ S 2.847.999 $ 4.140.861 $ _3-29qp4é $ 4,s83,817

Expenses

Governmental
Activities

2012 2011

Business-type
Activities

2012 201 I

General
governrnent

Police
Fire
Streets
Capital outlay
Debt services/
Depreciation

$ 116,463 $
114,854
13,62s
28,646

218,642 $

238,350
69,t7t
25,035

t76,463 $

17 4,854
73,62s
28.646

$ $ 218,642
238,350

69,111
25.035

10 724 12 293

Total governmental
activities $ 4þ4Jn $ 5614fll

10 724 t2,293

$ 464,3r2 L,==å€lel
Utility fund $ 3.036.482 $ 2.863.13_9 3,036,482 2,863 139

'Iotal primary
government $- l-L_op,Z% $ _]Æ6Åg!

Change in net
ASSCTS (21,36s) ( i20,53s) (188,483) r.211,122 (209,848) r,1s7 ,187

Net asse[s beginning
of year,
June 30,2011 24,496 145 031 7 930 19s 6,6s3,073 7 ,955,291 6,198,r04

Net assets,

tune30,2012 L_:: 3-131 L=- 24.495 g:_Jf42J2 $_* 7.e30,7e5 $-'._ 1.14s.443 L_1.e_s:.2e1
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FINANC]AL ANAI-YSTS OF F FUNDS

A. The focus of the City's governmental funds is to provide information on near-term
inflows or outflows and balances of spendable resources, which are useful in
determining the City's financing requirements. Unreserved fund balance serves as a
useful measure of the City's net resources available for spending at the end of the
fiscal year. At the end of the fiscal year, the City governmeñtal funds reported
combined ending fund balances of $(253,870). The General fund has a negativè fund
balance of $(288,283) and a positive fund balance of $34,413 for the Street fund.

The General Fund at June 30,20L2 had revenues of $412,913 and expenditures of $414,414 and
a fund balance of $(288,283).

The Municipal Aid Road Fund (Street Fund) at June 30, 2012 had revenues of $7 and
expenditures of $0 and a fund balance of $34,413.

The City's proprietary fund (Utility fund) or business-type activities had total assets of
$12,895,954 and total liabilities of 55,l53,642leaving net asiéts of $1,742,3I2. The Utility fund
had $2,593,'715 in operating revenues, $340 in interest income and $253,884 in ôapital
contributions. Operating expense totaled 52,812,257 and interest expense on debt service totaled
$224,225. The Utility fund's total expenses exceeded its revenues by $(442,367).

EI]DGIF']'ARY [-Ï]I.GHLTG]I--T]|S

The City adopted a balanced budget as required by Kentucky Revised Statues (KRS) for fiscal
year 2012. The general fund revenues fell short of projections by $38,619 and operating
expenditures exceeded the budget by $20,370.

Assitrll- ANìD Dlf-ß]t- N4]NfSJf]IìA]|TON

The City's investment in assets for governmental and business-type activities as of June30,20L2
is $2,750,460 for non-depreciable assets and 99,'719,192 for dèpreciable capital assets (net of
accumulated depreciation). This investment in capital assets includes land, buildings and system
improvements, machinery and equipment, park facilities, roads and construction in progress.

CITY OF GREENUP-CAPITAL ASSETS

Asset
Lan-d
Construction In Progress
Buildings and improvements
Automotive equipment
Operating equipment
Office equipment
Infrastructure
Utility plant

Less depreciation

Total

Governmental
Activities

$ 36,000

130,820
603,435

Business-type
Activities

$---f6,9-70
2,691,490

i80,000
2Ig,4g6

r,212,806
9,067

Total
2012

$--- sT:em
2,697,490

310,820
822,921

1,272,806
8,061

286,456286,456
14 676 532 t4 676 532

1,056,1lI 1, r 20,128,

603 l5 (1,054,654) 658 4T

$ 4s2.9ss

8-
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DEB-X'

At the end of fiscal year 2012the City had goverrunental activities debt of fi225,981 compared to
5253,432 at June 30,2011, which represents a decrease of $27,451. Business-type activities had
debt of $4,391,985 compared to 53,963,942 at June 30,2011, which representi an increase of
5428,043. The following chart summarizes governmental debt and businesi-type debt.

Government Activities Debt Amount
General fund lease
payable at 4.69%

Compensated absences obligation
Total

$ 222,388

Business-Type Activities Debt Amount

J s93

$ 2,883,100
g25,5gg
583 291

DESCF.TPIruON OF h4UNTCTPAL I]EBT

= A lease for a new ladder truck. Balance atJune 30,2012: $222,388.
= Utility revenue bonds payable for utility construction and maintenance. Various issues

totaling $2,883,100 at June 30, 2012. See audit notes for additional detail.

= Bank and infrastructure loans for utility construction and maintenance. Loans total
$925,588 at June 30,2072. See audit notes for additional derail.

=+ Employee compensated absences payable after 60 days : $3,593.
= Radio read metering system, lease purchase at 5.04% Balance at June 30,2012 is

$583,297

ËCO-NON4.IC FACTORS AI\D NEXT YLARS BU-DGE-X

Unemployment rate for the City of Greenup for 2012 is 7.3%. This rate is below the State of
Kentucky rate at 8.2% and the national rate of 1.9%.

Inflationary trends in the City compares favorably to the state and national trend.

The following table summarizes the 20i3 fiscal year budgeted expenses.

= General Fund - 8493,181

= Municipal Aid Program - 526,495

= Utility Fund - 52,960,'775

= Total Budget - $3,481,057

Ì\EA ON

This financial report is designed to provide a general overview of financial data for the City of
Greenup. Requests for additional information should be addressed to:

City of Greenup
1005 Walnut St
Greenup, KY 41144

Revenue bonds
Loans payable
Lease at 5.04%

Total

-9-



CITY OF GREENUP
STATEMBNT OF NBT ASSETS

JUNE 30,2012

Governmental
Acti vities

Business-Type
Activities TotalAssets:

Cash and cash equivalents
Accounts receivable
Allowance for uncol leotible accounts
lnternal balances, net
Other receivables
Restricted assets -
Cash and cash equivalents
Materials and supplies inventory
Nondepreciable capital assets
Depreciable capital assets
Accurnu lated depreoiat ion

Total assets

Liabilities:
Accounts payable
Accrued wages
Other accrued liabilities
Customer deposits
Accrued compensated absences, current
Current porlion of long-term debt
Accrued cornpensated absences, lìon-current
Capital lease obligation, non-curreut
Notes payable, non-curreut
Revelrlte bonds, non-current

Total liabilities

Net Assets:
Invested in capital assets,
net ofrelated debt

Restricted
Unrestricted

'lotal net assets

2s9.s1\ 12.813.638

s $22,160
33,094

(255,231)
6,006

196,164 $
319,128

(2,239)
255,237

219,524
?s) )))

(2,239)

6,006

603.7s6)

190
gl,261

2,J 14,460
16,356,891
(7.054.654\

190
87,261

2,"750,460
17,311,602
(7.6s 8.4 1 0)

36,000
1,020,'/ I I
(

13.133.216

24,355
467

4,931

101
23,548

3 593
198,840

391,612
3,235

106,839
227,960

9,635
341,112

416,027
3,102

111,176
221,960

10,342
310,266

3,593
691,735
830,072

2.716.300

497,841
830,012

2.116.300
256 447 s.131326 87,113

230,567

221.436)

1,624,112
190

1 r 6,810

1,955,279
190

( 110.626)
$___ _ _3-l1L S- tJ42312 s 1J45.Ul

'lhe accompanying notes to the financial statelnents
are all integral part o1'this statement.
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CITY OF GREENUP
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 3O,2OI2

Net (Expense) Revenue and
Chanses in Net Assets

Functions/Prosrarns
Governmental Activities:
Ceneral government
Police department
Street depaftment
Fire dêparlrnent
Debt service

Total governrnental activities

Business-Type Activities:
Utilities

Total business-type acrivìties

Total primary government

34.1s8 S

464.312 34.158 43 189

3.036.482 2.593 7'7s
2.593.115

s 2_62_8_533 $:=-_4J
General Revenues:
Propert¡r and other local taxes
Franchise fees
Rental income
Occupational license fees
Interest income
Other income

Total general revenues

Change in net assets

Net assets, June 30, 20 I I

Net assets, June 30,2012

F.xnenses

i 0i6 48?

$ 3.s00,794

Charges for
Services

Grants and
Contributions

Capital
Grants and

Contributions
Governmental

Activities

364.400

(21,365)

)4 496

Business-type
Activities

( 1 88.823)
( 1 88.823)

340

?40

( 1 88,483)

1.930.19s

Total

S 176,463 $
1l4,854
28,646
73,625
10.124

s 51,
30,021

8,250

( 141 ,70s) $
(169,342)

r,381
(65,375)

s s

s

$

s

( 141,70s)
(169,342)

1.38i
(65,3 75)

85
( t0.124)

(3 8s.765)

253 884 ( r 88.823)
I I 88 823')25 3.8 84

$:::__2.13-334 $=-_-==@__¿61 ) $:Jëg-j ) L-=-__l!7 =4,_5!! )

203,418
I1,863
39,600
16,161

38
33.254

203,4t 8

1 t,863
39,600
16,161

378
13 254

s

364.140

(209,848)

1 955 291

L__ux 8__u12]t2_ LJ4t4_43

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF GREBNUP
I]ALANCE SHEET

GOVTìRNMBNTAL FUNDS
JUNB 30,2012

General
Fund

Special Revenue

Street
Fund

Total
Governmental

Assets
Cash
Garbage fees receivable
Other receivables
Due from other funds

$ 1 0
J
6

3$
7

66
06

12,097 $

22.316

22,760
3,067
6,006

22"316
006

Liabilities and fund balances
Liabilities:
Accounts payable
Accrued wages
Due to other funds
Accrued expenses
Accrued compensated absences

Total liabilities

Fund balances
Unassigned
Assigned for special revenue funds

Total fund balances

Total assets

Total liabilities and fund balances

s-:-:--J2J]þ L----- 9,"413 $-__-14J49

$ 24,355 $
467

277,553
4,937

707

$ 24,355
467

)77 557
4,937

701

308.019 308,019

(288,283)
34.413

(288,283)
34.413

(288.283) 34.413 3.870)

s _19J3é $, _ l4tl3

T'he accompanying notes tq financial statements are
an infegrãl parl of this statement.

-12-
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CITY Ots GI{EENUP
RECONCILIATION OF THE BALANCE SHEBT -

GOVBRNMENTAL FUNDS TO THE
STATEMENT OF NET ASSBTS

JUNE 30,2012

Total fund balances - Governmental Funds

Amounts reporled for governmental activities
in the statement of net assets are different because

Capital assets of $1,056,711 net of accumulated
depreciation of S603,756 used in governmental
activities are not financial resouroes ancl
therefore are not reported in the govenxnental funds

Municipal Road Aid accounts receivable was not
collected within the current period and therefore are
not reported in the goverìmental lunds.

Long-term liabilities are not due aird payable in
the current period and therefore are not reported
in the governmental funds.

Capital lease obligation (222,388)

(3.s93)Accrued compensated absences

Net assets - Governmental Activities

The accompanying notes to the financial statements
aïe an integral part ol this statement.

-13-
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CITY OF GREENUP
STATEMENT OF REVENUES, BXPENDITURES AND CHANGES

IN FUND BALANCBS - GOVERNMENTAL F-UNDS
FOR THE YEAR BNDED JUNtr 3O,2OI2

Special Revenue

General
Fund

Street
Fund

Total
Governmental

Funds

Revenues
Property taxes
Vehicle taxes
Occupational license lees
Business license lees
Franchise taxes
Insurance taxes
Garbage fees
Intergovernmental revenues
Interest
Rent
Other income

Total revenues

Expenditures
General government
Police department
Street department
Fire department
Debt service:
Principal retirement
Interest

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Transfers - in
Transfers - out

Total other financing sources (uses)

Net change in fund balance

Fund balances beginning year

Fund balances end ofyear

$$ 70,945 $
16,430
3,593

12,574
71,863

I 16,103
24,758
13,762

31
39,600

70,945
16,430

7

i 59?
12,514
71,863

I 16,103
34,758
13,762

38

aî
.l .) 254

39,600
33.254

4t2 913 7 412.920

177,632
157,899

45,655

22,494

117,632
157,899

45,655

22,494
10 724 10 724

414 414 414 414

( 1 .s01) 7 0.494)

( 1 ,501)

(286.782)

7

34.406

(1,494)

(252.376)

$::{?!æ) L j4E $---J253,870)

The accomoanvins notes to financial statements are
an iníegrãl part of this statement
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CITY OF GRtrENUI'
RECONCILIATION OF THE STATEMBNT OF' RBVENUES, EXPENDITURES,

AND CHANGBS IN FUND BALANCBS OF GOVI'RNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YBAR ENDED JUNE 3O,2OI2

Net change in fund balances - Governr.¡rental Funds

Governmental funds report capital outlays as expenditures.
However, in the Statelnent of Activities the cost of those
assets is allocated over their estirnated useful lives and reported
as depreciation expense. This is the amount by which capital
outlays exceeded depreciation expense in the current period.

Capital outlay
Depreciation
Excess ofdepreciation expense over capital outlay

Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces long-tenn
liabilities in the statement of net assets.

Municipal Road Aid funds were not collected within the
cuncnt period and therefore are not repofted in the
governmental funds.

Generally, expenditures recognized in the fund financial staternenLs
are limited to only those that use current financial resources, but
expenses arerecognized in the statement of activities when they
are incurred for the following:

Long-term portion of accrued colnpensatecl absences

Change in net assets Governmental Activities

$ ( 1,494)

(71.349\
(71,349)

22,494

30,021

4.951

$ __J4t=6é)

The accornpanying notes to the financial statements
are an integral part of this statement.
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CITY OF GRtrENUP
STATBMENT OF REVENUES, EXPENDITUIìES, AND CHANGES

IN FUND BALANCE-BUDGET AND ACTUAL
GENERAL FUND

FOR THE YEAR ENDED JUNE 3O,2OI2

Revised
Variance
Favorable

(tJnfavorable)Budeet R set Actual
Revenues
Property and other
local taxes

Intergovernmental
revenues
Charges for service
Rent
Licenses and pennits
Other income

Expenditures
General government
Police deparlment
Fire department
Debt service

Excess (deficiency) of
revenues over (under)
expenditures

Other financing
sources (uses)

Issuance ofdebt

Total other'financing
sources (uses)

Net chanse in
fund baiänce

Fund balance, beginning
of year

Fund balance, end ofyear

s 302,027 S 302,027 ß 275,34t $ (26,866)

i6,000
35,795
34,500
i 1,065
51 96s

151,841
16r,204
47,020

16,000
l5 7q5
34,500
I 1,065
sl.965

451.532 412.913

13,762
34,758
39,600
16,167
33.285

(2,238)
(1,037)
5,100
5,102

680

33 979

151,841
167,204
47,020
33.979

177,632
157,899

45,665
33.2t8

(25,791)
3 305
1,355

761
394.044 394 044 414 414 (20.310)

s7.488 57.488 ( 1.s01) (58.989)

57,488 57,488 ( 1,501) (58,989)

(28 6.782\ (286.782) Q 86.782)

g=::ØÆ4) L---122eÐ4) $::@283) $- ---t¡¡p&e-)

The accompanying notes to the financial statements
are au integral part of this statement.
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CITY OF GREENUP
STATBMENT OF REVENUES, EXPTINDITURtrS, AND CHANGES

IN FUND BALANCE-BUDGET AND ACTUAL
SPECIAL RBVENUE - STREET FUND

FOR THE YEAR ENDED JUNB 3O,2OI2

Budset
Revised
Budeet A al

Variance
Favorable

(Unfavorable)
Revenues
Intergovernmental
revenues
Other income

Total revenues

Expenditures
Street department
Capital outlay
Debt service

Total expenditures

Excess ofrevenues over
(under) expenditures

Net change in fund balance

Fund balance, beginning
of year

Fund balance, end ofyear

23.275 75

33,275 33,275

$ 23,250 S

25
)? )50

25
$ $ (23,250)

(1 8)7

7 3.268)

33,275

'\7 )'75 .)J 275 J-) 275

10.000) t10.000) 7 10 007

(10,000) (10,000)

34.406 34.406 34 406

Ð::24495 L__:2!49þ L_:::1411

7 10,007

The accompanying notes to the financial statements
are an integral part of this statement.
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ASSETS:
Current assets:
Cash and cash equivalents
Accounts receivable
Allowance for doubtful accounts
Due from other funds
Materials and supplies inventory

Total current assets

Restricted assets:
Cash and cash equivalents

Total restricted assets

Capital assets:
Propefty, plant and equipment
l,ess: accumulated depreciation

Total capital assets - net

Total assets
LIABII.iTItrS:
Cunent liabilities (payable from current assets)
Accounts payable
Due to other funds
Accrued wages
Accrued expenses
Accrued compensated absences
Accrued interest payable
Customer deposits
Current portion of capital lease obligation
Current portion of bonds payable
Cunent portion of notes payable

'fotal current liabilities

Long-terrn liabilities :

Capital lease obligation
Revenue bonds payable
Notes payable

Total long-term liabilities

Total liabilities

NET ASSETS:
Invested in capital assets, net ofrelated debt
Restricted lor debt payment and capital outlay
Unrestricted

Total net assets

CITY OF GRBENUP
STATBMBNT OF NBT ASSETS

PROPRIETARY FUNDS
JUNB 30,2012

The accompanying notes to the financial statements
are an integral part of this statement.
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tjtility
Fund

$ 196,764
319,128

(2,239)
)77 55i

87.261
878.467

790
790

19,071,351
(7.054.6s4)
12,016,697

Ll2j95j54

$ 391,672
22,316

ì ?15
1,492
g 6ìs

99,347
227,960

85,456
166,900
9s.516

109 429

497,841
2,716,300

30.072
4,044.213

5 153 642

7,624,712
790

1 16,810
L::JJ4Ð2



CITY OF GREENUP
STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN NBT ASSBTS
PROPRIBTARY FUNDS

FOR THB YEAR ENDED JUNE 30,,2012

T1-re accompanying notes to the financial statements
are an integral parl of this statement.
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Utility
F-undOPERATING REVENUES

Water sales
Sewer service
Miscellaneous

Total operating revenues

OPERATING EXPENSES:
Salaries, wages and related expenses
Health insurance
Contractual services
Materials and supplies
Repairs and maintenance
Fuel and oil
utilities
Insurance
Office supplies
Rent
Depreciation
Miscellaneous

Total operating expenses

OPERATING LOSS

NON-OPERATING RI]VENUES (EXPENSES)
Interest income
Interest expense

Total non-operating revenues (expenses)

LOSS BEFORE OPERATING
TRANSFERS AND CAPITAL CONTRIBUTIONS

CAPITAL CONTRIBUTIONS

DECREASE IN NET ASSE'|S

NET ASSETS, June 30,2011

NET ASSETS, June 30,2012

s 2,377,401
166,027

50.347
2.593.77 s

577,160
l19,g54
132,186
486,829
252,821

44,283
424,509

37,537
37,078
39,000

541,200
I 19.800
8r2 2572

Q18.482\

340
Q24^225\
(223 .885)

(442,367)

253.884

(188,483)

7 ^930.795

S__JJQJ2



CITY OF GREENUI)
STATBMENT OF CASH FLOWS

PROPRIBTARY FUNDS
FOR THE YBAR ENDED JUNB 3O,2OI2

The accompanying notes to the financial statements
are an integral part of this statement.
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Utility
FundCASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees
Other operating revenues

Net cash used for operating activities

CASH I.-LOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and construction of capital assets
Proceeds from issuance ofnotes payable
Principal paid on long-term debt
Interest paid on long-term debt
Capital contributions

Net cash provided by capital
and related financing activities

CASH F'LOWS FROM INVESTING ACTIVITIES
interest income

Net cash provided by investing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASII trQUIVALENTS, June 30, 2011

CASI-I AND CASII EQUIVALENTS, Iune30,2012

RECONCILIATiON OF OPERATING LOSS
TO NET CASH USED FOR
OPERATING ACTIVITIES

Operating loss
Adjustments:
Depreciation
Changes in assets and liabilities:
Increase in accounts receivable
Increase in inventories
Decrease in accounts payable
Decrease in accrued wages
Decrease in accrued compensated absences
Increase in due from other funds
Increase in other accrued liabilities
Increase in customer deposits

Net cash used for operating activities

s 2,492,153
(2,035,313)

(s94,808)
50.347

(87.621\

(454,155)
669,222

(241,179)
(152,879)
253.884

74,893

340
340

( 12,3 88)

209 942

$

$ (218,482)

54I,200

(88,759)
(3,644)

(344,826)
(6,094)

(1 1,554)
2,148
4,906

37.484Le21)



CITY OF GREENUP

NOTBS TO FINANCIAL STATEMBNTS

JUNE 30,2OI2

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Greenup,., Kentucky ("the City") was incorporated in the year of l8l8 and is
considered a city of the fifth (5"') class under tlie laws of the State of Kentucky. The City operates under a
Mayor-Council form of government and provides the following services: public safety (police and

!."), street maintenance, water, solid waste management, wastewater h'eatment, recreation, public
improvements and general administrative seruices.

fhe accounting policies of the City of Greenup, Kentucky conform to generally accepted accounting
principles (GAAP), as applicable to govemmental units. The Governmental Accounting Standardi
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The following is a summary of the more significant policies:

Reportine Entity

In evaluating how to define the City, for financial reporling ptrrposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity was made
by applying the criteria set forth in GAAP. The basic--but not the only--criterion for including a potential
component unit within the reporling entity is the goveming body's ability to exercise oversight responsibility
including, but not limited to, the selection of governing authority, the designation of management, the ability
to significantly influence operations and accountability for fiscal matters. The other criterion used to
evaluate potential componetlt units for inclusion or exclusion fiom the reporting entity is the existence of
special financing relationships, regardless of whether the City is able to exercise oversight
responsibilities.

Government-Wide aud Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the City. F'or the most
parl, the effect of interfund activity has been removed from these statements. Governmental activfties,
which normally are suppofied by taxes and intergovernmental revenues, are repofied separately from
business-type activities, which rely to a significant extent on fees and charges foi support.-

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offiet by program revenues. Direcf expenses are thòse that are
clearly identifiable with a specific function or segmenl. Program revenues include l) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privìleges
provided by a given function or segment and 2) grants and contributions that are resiricted-to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included arnong program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental funds and proprietary funds. The
City considers all governmental and proprietary funds to be major funds, due to their belief that
all of these funds present financial information which is important to the financial statement users.
Thus, individual governmental funds and individual proprietary funds are reported as separate
columns in the fund f,rnancial statements.

-2t -



Measurernent Focus. Basis of Account ins. and Financial Statement Presentation

The government-wide financial statements are reporled using the econontic resources
nxeasuremenÍ focus and the accrual basis of accounting, as are the proprietary funds financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are repofted using the cutenÍ /ìnancial resources
measuremenl focus and the modified accrual basis of accounÍing. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the City considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.

Property taxes, franchise taxes, grants, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available
only when cash is received by the govemment.

The City reports the following major Governmental Funds:

General Fund - The General Fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of
specific revenue sources (other than expendable trusts or major capital projects) that are
legally restricted to expenditures for specified purposes. The City's only spècial revenue fund
is the Street Fund.

The City reports the following Proptietary Fund:

Utility Fund - The Utility Fund is used to account for water and wastewater (sewer) services for
the City and surrounding communities.

Private-sector standards of accounting and financial reporting issued prior to December l,
i989, generally are followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds, subject to
this same limitation. The City has elected not to follow subsequent private sector guidance.

As a general rule, the effect of interfund activity has been elirninated from the
government-wide financial statements. Exceptions to this general rule are charges between the
City Utility Fund and various other functions of the government. Elimination of these charges
would distort the direct costs and program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producìng and
delivering goods in connection with a proprietary fund's principal ongoing oþerations. the
principal operating revenue of the City's Enterprise Funds, are charges to customeis for sales and
services. The City also recognizes as operating revenue tap fees intended to recover the costs of
counecting new customers to the utility system. Operating expenses fol Enterprise Funds include
the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

".,1



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

Budgetine

The City follows the procedures established by the Department for Local Government
pursuant to Section 914.050 of the Ker-rtucky Revised Statutes in establishing budgetary dala.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash includes amounts held in checking
accounts and certificates of deposit (including those held as restricted assets).

Propefty Tax

Property taxes are generally levied on November 30 of each year based upon the assessed value
as of February l. The lien date for assessed taxes is March 1 of each fiscal year. Taxes are payable on
or before March 1 of the following year. All unpaid taxes become delinquent after that date. An
allowance is established for delinquent taxes to the extent that their collectibility is improbable.
The assessed value of property upon which the levy for the 2012 fiscal year was based was
$40,698,337. The tax rate assessed for the year ended June 30,2012to finance general fund operations
was $.1430 per $i00 of valuation on real and tangible property.

. The City has enacted an ordina.nce.provijljng fo1 eigþl percent tax on all insurance
premiums covering properly within the City limits. The tax is paid to the Kentucky Department of
Insurance who in turn forwards the tax collections to the City.

Inventories

Inventories are valued at cost (first-in, first-out method). Inventory in the Utility Fund
consist of chemicals, repair parts, and other supplies.

Capital Assets and Depreciation

General capital assets are those assets not specifically related to activities reporled in the
proprietary funds. These assets generally result from expenditures in the governmental funds.
These assets are reported in the governmental activities column of the government-wide statement of
net assets but are not reported in the fund financial statements. Capital assets utilized by the proprietary
funds are reported both in the business-type activities column of the government-wide statement of net
assets and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and letirements during the year. Donated fixed assets are recorded at their fair market
values as of the date received. 'fhe City maintains a capitalization threshold of five thousand
dollars. Improvements are capitalized; the cost of nonnal maintenance and repairs that do not
add to the value of the asset or materially extend an assets life are not.

All reported capital assets are depreciated with the exception of land and construction in
progrcss.

The City provides for depreciation and obsolescence of such assets by annual charges to
expense. These charges are calculated to depreciate, on a straight-line basis, the gross carrying
amounts of depreciable assets over the following expected useful lives:

Buildings and improvements 7-40 years
Infrastructure 10 years
Vehicles and equipment 3-10 years
Office equipment 5 years
Othel equipment 5-10 years
Sewer system 5-40 years
Water system 5-40 years
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fhe City has elected not to reporl major general infrastructure assets retroactively; and
therefore, infrastructure assets constructed prior to Jr-rly 1,2003 are not included in the City's
financial statements.

Interfund Transactions

During the course of normal operations, the City has numerous transactions between funds
including expenditures and transfers of resources to provide services, construct assets, and service
debt. The accompanying financial statements generally reflect any such transactions as transfers.

Interfunrl les and Pavable

A,ctivity between funds that are replesentative of lending/borrowing arrangements
outstan_ding at the end of the fiscal year are referred to as either "dué to/from other funds." Any
residual balances outstanding between the govemmental activities and business-type activities are
reported in the government-wide financial statements as "internal balances."

Compensated Absences

The City's accrued liabilities for future compensated absences are recorded to the extent the
future leave (l) relates to rights attributable to employee services already rendered, (2) relates to
rights that vest or accumulate, (3) where payment is probable, and (4) where amounts can be
reasonably estimated. Amounts that normally would be paid with expendable available financial
resources are recorded in the Goverrunental Fund Financial Statements. Amounts paid or payable
within 60 days are deemed to be payable from expendable available resources. Liabiliiies for
compensated absences are recorded in full in the Government-wide and Proprietary Fund financial
statements.

Fund Balances

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in
capital assets,-net of related debt consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowings used for the acquisitiôn, construction or

-24 -

Beginning with fiscal year207l, the City implemented GASB Statement 54, "Fund Balance
Reporting and Governmental Fund Type Definitions." This Statement provides more clearly defined
fund balance categories to make the nature and extent of the constralnts placed on a govérnment's
fund balance more transparent. The following classifications describe tlte relative strength of the
spending constraints placed on the purposes for which resources can be used:

¡ Nonspendable fund balance-amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact;

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

. Committed fund balance-amounts constrained to specific pulposes by the City itself, using its
decision-making authority; to be reported as committed, amounts cannot be used for any
other purpose unless the City takes the action to remove or change the constraint;. 4ssignld fund balance-amounts the City intends to use for a specific purpose (such as
encumbrancgs);_ intent can be expressed by the City Council or by an official or body to
which the City delegates the authority;

. Unassigled fund balance-amounts that are available for any purpose; unassigned amounts are
reported only in the General Fund.

When committed, assigned and unassigned resources are available for use, it is the City's
policy to use committed and assigned resources first, then unassigned resources as they are needed.



improvement of those assets. Net assets are reported as restricted when there are limitations
imposed on their use either through enabling legislation adopted by the City or through external
restrictions imposed by cleditors, grantors or laws or regulations of governments.

Use of Estimates

The preparation of financial staternents in conformity with accounting principles generally
accepted in the United States requires rnanagement to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Reclassifications

Certain reclassifications have been made to June 30, 201I information to conform with the
2072 presentation.

Recent Accoun Pronouncements

The Governmental Accounting Standards Board (GASB) has recently issued GASB No. 62,
Codification of Accounting and Financial Re¡torting Guidance, that incorporates into the GASB's
authoritative literature certain accounting and financial reporting guidance that is included in
pronouncements issued on or before November 30, 1989, which does not conflict with or contradict
GASB pronouncements. The requirements of GASB No. 62 are effective for fiscal year 2013 and
thereafter. The City has not completed the process of the evaluation of GASB No. 62, but does not
expect it to have an impact on its financial statemcnts.

The Governmental Accounting Standards Board (GASB) has recently issued GASB No. 63,
Financial Reporling of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position, that provides financial reporling guidance for deferred outflows and inflows of resources.
While these elements were introduced and defined by Concepts Statement No. 4, Elements of
Financial Statemenls. as a consumption and acquisition of net assets by the government that is
applicable to a future reporting period, respectively, these elements have not been included in previous
reporling guidance. The requirements of GASB No. 63 are effective for fiscal year 2013 and thereafter.
The City lias not completed the process of evaluating GASB No. 63, but it is expected to change only
the formatting and naming of its statement of position and components thereof, with no overall
financial impact.

'Ihe Governmental Accounting Standards Board (GASB) has recently issued GASB No. 65,
Items Previously Reported as Assets and Liabilllies which clarifies the use of defened outflows of
resources and deferred inflows ol resources to ensure consistency in f,rnancial reporling. This statement
requires certain items which were previously reporled as assets and liabilities to be reported as defened
outflows of resources, deferred inflows of resources and as revenues or expenses. The City has not
completed the process of the evaluation of GASB No. 65; however, the City does expect it to have an
irnpact on its future financial statements.

(2) DEPOSITS WITH FINANCIAL INSTITUTIONS

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City's deposits
may not be returned or the City will not be able to lecover collateral securities in the possession of an
outside party. This requires deposits to be 100% secured by collateral valued at market or par,
whichever is lower, less the amount of the Federal Deposit Insurance Corporation insurance (FDIC).
The City does not have a formal policy regarding custodial credit risk.

At June 30,2012, the canying amount of the City's deposits (including amounts in restricted
asset accounts) was 5220,314 and the bank balances totaled $251,898. The difference between the
carrying amounts and the bank balances was due to items in transit. The total of the bank balances were
insured or collateralized with securities held by the City's agents in the City's name.
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(3) CAPITAL ASSETS

A summary of changes in the City's capital assets is as follows

G o ve r n nte ntul A ctiv ities
June 30,

201 1 Increases Decreases

June 30,

2012
Capital Assets, Not Depreciated

Land
Capital Assets, Depreciated :

Buildings
Automobiles and equipment
Infrastructure

Totals

Accurnulated Deprec iation:
Buildings
Automobiles and equipment
Infrastructure

'Iotals

Govern mental Activities
Capital Assets, Net

ß u s i n e s s-tv p e A ct iv ilies
Capital Assets, Not Depreciatcd:

Land
Construction in process

Ca pital Assets, Depreciated :

13 u ildings
Building improvements
Office equipment
Automobiles and trucks
Othe r equipment
Operating plant and distribution system

Totals

526.407 77 _349

16,970 $

2,308,585 3 88,905

s 36,000 $ $ $ 36,000

130,820
603,435
286.456

I 30,820
603,435
286.456

I 056.711 _711

\23,177
310,967

92.263

3,r06
45,597

28.646

126,283
356,s64
120.909
603.756

$ $

s=_: 452p55

cu 16,910
2,697,490

180,000
20,014

8,067
184,814

1 )5) ]q)
t4.645.894

180,000

20,014
8,061

219,486
t,252,792

14.616.532

34,612

30,638
18.6t1.196 r 9.071,351

Less accumulated depreciation 6,513.454 541.200 7.0s4.654

Business-type Activities
Capital Assets, Net $ t2JÆJ_A $ _G7J45) S==_:= $.,:_r2_01éje?

Depreciation expense was allocated to functions/programs of the primary govenlment as follows

Governmental activities :

General government
Police
Streets
Fire

$

$:.=:JJ;42
Business-type activities

IJrilities $ 54 r .200
$:- é18,54-2

LONG-TERM LIABILITIES
A summary of changes in the City's long-term liabilities is as follows:

454.155

3,188
16,955
28,646
27 ^960

(4)
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Balallce
JLrne 30. 201 I Additions

Balance
Reductions June 30. 2012

Due within
one year() o v e r n me nt ol A ct i v if íe s

Other liabilities:
Lease payable,4.690/o
due January 6,2020
Compensated absences

Total Govenrmental
Activities

Other liabilities:
Lease payable, 5.04%o due
August 1,2011

Total Business-type
Activities

* Unsecured loans

s 244,882 $
8.s50

22,494 $
4.951

222,388 $
3.593

23,548s

s 253A32 $

Ilalance

8:--gA5J s,- 225pLL

Balance
Reductions June 30. 2012

$-_____23J48

Due within
one vearBusiness-tvpe Activities June 30 2011 Additions

Bonds payable:
1975W&Srevenue
bonds,5.0%o,due2015 $
1978W&Srevenue
bonds, 5.0%, due 2018
1987W&Srevenue
bonds, I .5o/o, due 2021
1993W&Srevenue
bonds, 5.25o/o, due 2033
1997W&Srevenue
bonds, 4.75o/o, due 2038
1996W&Srevenue
bonds, 4.815o/o, due 2035
1996W&Srevenue
bonds, 4.815o/o, due 2035

2001 W&Srevenue
bonds, 4.7 5o/o, due 204 1

2004W&Srevenue
bonds, 4.50o/o, due 2044

Loans payable:
Kentucky infrastructure loan
payable, 4.0o/o, due 20 13

Ker-rtucky infrastructure loan
payable,2.0%o

Loarr payabl e, 5.25o/o,
due January 10,2022*
Bank loan payable, 5.83%
due.Tuly 28,2011*

Barrk loan payable, 5.25o/o
due July 29,2018

392,000 $

142,000

3 I 1,000

308,000

192,000

33 8,500

24,400

300,000

435,000

90,000 s

18,000

I 1,000

6,500

15,500

1,500

600

4,100

6,000

302,000 $

124,000

300,000

301,500

116,500

33 1,000

23,800

295,300

429,000

95,000

18,000

I 1,000

7,000

16,000

7,500

600

4,100

7,000

$

16,162

101,610

I1,934

592,060

29,196

9,802

11,419

71,934

24,881

46,966

582,258

96,251

30,999

24,141

11,623

225,000 200,113 28,741

664.616 81.319 s83.297 8s.4s6

$:lpfi&p $---81fp60 $ 38egLZ .$:-4-121p85 $:]41JJ2

S

Capital Lease - On January 6,2006 the City entered into a lease agreement with the option to
purchase a Fire Truck. The payment schedule calls for i5 annual installments of $33,979 and is due
on January 6,2020. The interest rate on the lease is 4.69%. At June 30,2012, $390,000 has been
capitalized under tlie capital lease with 5177,667 in re lated accumulated depreciation.

The minimum principal and interest repayment requirement on the capital lease obligation at
June 30, 2012 is as follows:
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Year Ending Jur-re 30.
2013
2014
2015
2016
2017

2018-2020

Principalg 23,548
24,653
25,909
27,020
28,287
93"071

Interest
$ 10,43 I

I 7)6
8,1 70
6,959
5,692
8 863

L::4%!l

Interest
$

s 33,979
3l q7q

33,979
33,979
33,979

101.934
s 27t.829

'l'otal

$

The water and sewer revenue bonds are secured by an exclusive pledge of the gross revenues
derived from.operations of the City's water and sewer systems. In oiderio retire ihe bonds, the
City is..requirecl to make monthly deposits to a sinking fund equal to one-sixth of the next
succeeding semi-annual interest payment plus one-twelfth olthe next ãnnual principal payment.

The loans.payable_ to the Kentucky Infrastructure Authority are secured by a pledge of the
gross revenues derived from the operations of the City's sewer system. The security intõrest and
source of payment is subordinate to the revenue bonds.

The minirnum principal and interest repayment requirements on the City's debt for business-
type activities at June 30,2012 are as follows:

Business- Activities

Year June 30.
20t3
2014
2015
20t6
20t7

2018-2022
2023-2027
2028-2032
2033-2037
2038-2042

2043

s 262,316
262,036
259,490
160,910
167,605
656,317
706,209
640,816
491,600
177,400
24^000

s 3.808.688

pal Total
lll,037
166,046
153,7 54
141,119
133,376
56l,gI7
412,561
251,701
112,622
28,843

1.080
s__tp43ß44

During 2010,. the C{V secured a construction loan of $1 ,381,963 from the Kentucky
Infrastructure Authority t9,finance a waterline extension project to provide water services to
{PProximately 300 residential users. During the course of the pioject, Sl47^,642 of the principal will be
forgiven under the American Recovep 

-and Reinvestment Act 
-of 

2009. Full principat aåO interest
payments on the remaining amo,unt of $634,321 will commence within one year óf project completion.
At Jtrne 30,2012 the City had draws under the loan totaling 51,339,702, of whicñ $747,642 was
forgiven and included in capital contributions. The remaininf amount of $592,060 was inóluded in
notes payable and as of June 30,2012, had a balance of $582,258.

. Capital Lease. - on September 5, 2007, the City entered into a lease agreement with the option to
pulcþasg water metering _egglpryglt. The payment schedule calls for 10 annuãl installments of $i 15,344
and is due on August 7,2017. The interest rate on the lease is 5.04o/o. At June 30,2012, $887,609has
been capitalized under the capital lease with $361,208 in related accumulated depreciation. 

-

The rninimurn principal and interest repayment requirement on the capital lease obligation at June
30,2012 is as follows:

$ 439,353
429,092
413,234
302,029
300,gg l

1,218,134
1,r18,769

892,517
604,222
206,243
2s.080

$2.
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eal' Junc 3
20t3
20t4
2015
2016
2017
201 8

Principal Interest Total
$ $ $85,456

89,905
94,499
99,328

104,373
109.736

29,888
25,439
20,845
16,016
10,971
5.608

115,344
115,344
115,344
115,344
115,344
115 344

$ __ 5332e7 LllUtZ $_,_@2p64

(5) INTERFUND RECBIVABLES AND PAYABLES

The composition of interfund balances as of June 30,2012 is as follows:

Receivable Payable
Fund Fund Purpose

Utility Fund
Street Fund

Total

General Fund
Utility Fund

Operations
Operations

277,553
22.316

$

$ zgJé9
(6) RESTRICTED ASSETS

Depreciation Fund

fhe water and sewer revenue bond ordinance requires the establishment and maintenance of a
depreciationleserve fünd. Monthly deposits of $10,140 must be made to the depreciation reserve account.
Currently, a. balance of $ I 96,5 5 1 must be rnaintained in the account to provide for payment of the costs of
extensions, improvements, renewals and replacements to the water andìewer system.- Also, after payment
of operating expenses and debt service deposits, any excess revenue must be transferred fo the
depreciation reserve account. At June 30,2012, the City had such funds totaling
$790.

and Debt Scrvice

Under the KIA loan agreernerlt, the City is required to set aside $4,000 annually to provide
payment of the costs of extensions, improvements, renewals and replacements to the sewer system, until
the resele account allains the required level of $40,000. The balance of these replacement reserve
accounts at June 30,2012 was $-0-, due to the first deposit not being required until December 1, 2012.

(7) RISK MANAGEMENT

The City is exposed to various furms of loss of assets associated with the risks of fire. personal
liability, thefl, vehicular accidcnts. en'ors and onrissions. f-rduciary responsibility, etc. Each of iliese risk
areas are covered tluough thc purchasc ol commcrcial insurance. The Citv oî Greenup has nurchased
certain policies which arè r'etrosþcctively rated which include workers compeñsation.

(8) PBNSTON PLAN

During 2002;the City began making.contributions to a simplified employee plan (SEP) on behalf
of its.employ€es.^ All. employccs-.are imrneãiately eligible to partióipate and-are lOOolo vèsted. The City
contributes 5o/o ol each employec's gross wages to the plan. Pensioli expcnse for the year ended June 30,
2012, was $15,457.

(9) CONTTNGENCTBS

'fhe City is subject to cerlain legal proceedings arising l'rorn normal business activities.
Managetnenf..belicvcs that tllese actions are-witliout meril-ol'that täe ultimate liability, if any, resulting
fì'om them will not materially affect the accompanying financial statements.
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INDBPBNDENT AUDITOR'S RBPORT ON INTBRNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASBD ON AN AUDIT OF FINANCIAL STATEMENTS PBRFORMED IN ACCORDANCB
WITH GOVERNMENT AUD ITING STANDARDS

The Honorable Lundie Meadows, Mayor
Members of the City Council
City of Greenup
Greenup, Kentucky

We have audited the financial statements of the goverrìrnental activities, the business-type activities, and
each major fund of the City of Greenup, Kentucky (the "City") as of and for the year ended June 30,
2012, which collectively comprise the City's basic fìnancial statements, and have issued our report
thereon dated June 18,2015. We conducted our audit in accordance with auditing standards generally
accepted in the United States and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the City is responsible for establishing and rnaintaining effective internal control over
financlal reporting. in planning and performing our audit, we considered the City's internal control over
financial reþorting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on- the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City's internal control ovel financial reporting. Accordingly, we do not express an

opinion on the effectiveness of the City's internal control over financial reporting.

Our consideration of the intemal control over hnancial reporling was for the limited pulpose described
in the preceding paragraph and was not designed to identifo all deficiencies in internal control over
frnanciãl reporting that might be significant deficiencies, or material weaknesses and therefore, there
can be no ássurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. I-Iowever, as described in the accompanying schedule of findings and questioned costs, we
identified ceftain def,rciencies in internal control over financial reporling that we consider to be material
weaknesses and other deficiencies that we consider to be significant deficieucies.

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
detecf and correct misstatements on a timely basis. A material wealcness is a deficiency, or a

combination of deficiencies, in internal control such that there is a reasonable possibility that amaterial
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiency described in the accompanying schedule of findings and
questioned costs to be a material weakness.120I2-0a1.
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A significanl deficiency is a dehciency, or a combination of deficiencies, in internal control that is less
severe than a material- weakness, yet irnportant enough to merit attention by those charged with
governance. We consider the deficiencies described in the accompany schedule of findings and
questioned costs to be significant deficiencies. [2012-0 I ,2012-02 and zbtz--031.

Compliance and Other Matters

As pqt of obtaining reasonable assurance about whether the City's financial statements are free of
material misstatement, we perlormed tests of its compliance with certain provisions of laws,
re-gulations, contracts and grant agreements, noncompliance with which could have-a direct and materiai
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was ttot ar-r objective of our audit and accordingly, rie do not e*press
such an.opinion. The results of our tests disciosed an instance of noncompliancãihat is required to be
re^p9tt9.d under Government Auditing Standards, and which is described in the accompanying schedule
of findings and responses as item2012-04.

The City of Greenup's responses to the findings identihed in are audit are described in the
accompanying.schedule of findings and responses. We did not audit the City of Greenup's responses
and, accordingly, we expl'ess no opinion on them.

This report is intended solely for the information and use of City Council and management of the City
of Greenup and is not intended to be and shor-rld not be used by anyone other than theõe specified users.

,tizapØ*y rl" " rø ø*Ø2,,&¿
June 18,2015
Ashland, Kentucky
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CITY OF GREENUP

SCHEDULB OF FINDINGS AND RESPONSES

JUNE 30,,2012

Finding 2012-01 Segregation of Duties:

Condition'. Review of internal control over accounting procedures indicates that there is a lack of
segregation of duties. Specifically, the city clerk has duties relating to cash receipts, cash
disbursements, payroll and all other accounting and recording activities and is also an authorized
check signer.

Criteria: Proper internal control over accounting procedures cannot be rnaintained without
adequate segregation of duties.

Effecí: Lack of proper internal control over accounting procedures could subject the City's assets to
risk.

Recontmendation
where possible.

We recotnmend that these duties be separated by utilizing existing personnel

ManagemenÍ Response: Accountant records payroll, reviews accounts payable, reconciles all cash
and utility clerks enter majority of cash receipts. With small staff, duties have been segretated as
much as possible.

Finding 2012-02 Cash Disbursements :

Condition: During our testing of cash disbursernents, we noted that purchase orders are not being
properly utilized. Additionally, we noted an employee travel reimbursement that was not signed by
the employee and did not contain proper documentation of the travel purpose. Also, we noted that a
signature stamp is utilized, but access to the stamp is not restricted.

Criteria: All disbursements should be supported by paid receipts and/or complete vendor provided
invoices, along with any approved purchase orders, to ensure the obligation was actually incurred
and the disbursement was an appropriate use of public funds. Additionally, signature stamp access
should be restricted to the individual whose tlame is on the stamp.

Effect: Disbursements were not properly documented and dual signature controls could potentially
be overridden.

Recommendation: Ws recommend that all disbursements be supported by the appropriate
documentation to ensure the obligation was actually incurred and the disbursement was an
appropriate us of public funds. Additionally, we recommend that signature stamp access be limited
to the individual whose naûte is on the stamp.

Management Response: Clerk has been trained to adequately document travel I training expenses
and employee signatures will be obtained. Signature starnp is no longer used.
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Finding 2012-03 Utility Adjustments

Condition: During our testing of utility adjustments, we noted that several adjustment forms were
not properly completed. This included missing signatures of the person completing the adjustment
form and the person approving the adjustment form. Also, utility adjustments were not reconciled
to the general ledger.

Criteria: All utility adjustrnents should be properly documented with the signature of the person
initiating and the pcrson approving the adjustment, as well as documentation supporting the
purpose of the adjustment, to ensure that all adjustments are allowable. Also, utility adjustments
should be reconciled to the general ledger to ensure that an adjustment form has been completed for
each adjustment.

Effecl: Utility adjustments were not properly documented and inappropriate adjustments could
potentially be recordcd

Recommendarion: We recommend that all utility adjustments include proper documentation and be
reconciled to the general ledger on a monthly basis.

Management Response: Utility staff has been trained on how to properly document adjustments.
Form was created where signatures need to be obtained. Utility adjustments are recorded to the
general ledger on a monthly basis. Forrn has section for adequate description of why adjustment is
being completed.

Finding 2012-04 Budget:

Condition
follow:

During the year endedJune 30,2012, expenditures exceeded appropriated amounts as

Fund l)eparlment Budget Actual Variance
General General Government S 151,841 $ 177,632 S 25,791

Additionally, the General Fund had a deficit fund balance of $288,283 atJune 30, 2012.

Effect: Noncompliance with KRS 914.030.

Recommendation: We recommend that the City implement a process whereby they monitor the
budget versus actual financial results monthly in order to identify the need for budgetary
amendments prior to the end of the fiscal year.

Management Response: Deficit Fund balance is being addressed since the adoption of the
Occupational License Fee. City budgets are presented to Council with excess revenues over
expenditures to reduce def,rcit fund balance. Budget is being monitored closely.
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