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INDEPENDENT AIJ DITOR'S REPORT

To the Honorable t{tayor and
lMsmb€rs of ths Council of rhe
Cily of Elsmere, Kentucky

R€port on th. Fin.ncial Slrlements

We hale audiled the accodpanying tinanclaisiatemefls otlhe govemmentalactivil es each matorfund,
and the aggregal€ remainifg fund niomalion oflhe City of Esmere, Kentucky, as of and lor lhe year
ended Jun€ 30,2014 and ihe relal€d notes 10 lhe financialslalements wh ch co lectively comprise the
C ly s basic fnanciaLsialements as listed in the labLe of contents

-Managenent's Responsibility lot the Financiat statenents

Manaqemeni is responsible ior lh€ preparation and ian presenlation ol lhese inanciar statemenis n
amordancewlh accountnS pnncipLes generaly accepted n the Lln ted States oi Ameicai th s nctudes
the desrgf, impenenlation, and maintenance of inlerna control re evant to the prepaElion and lair
presenlaiof of linafca slatements tha! .re free lrom halera frissiatehent whelher du61o fraud of

- A u.]i to r \ Re s p o n s i b i I ity

Our responsibilty is to express an opinon on these flnancial statements based on ouf audt. We
conducied our audit in accordance with auditing slandards generaly ac@pted n the Ufil€d Siates of
America and the standads appl€be to fiianclal audits coniained h Govemnent Auditing Slandards
ssued by lhe comptrol er Genera ot lhe united staies Those stafdards require ihat we plan aid
perfom lhe audit to obta n reasonable assuEn@ aboui whelher the fnancial slatements are lree from

An audl involves performing pro@dur€s to obtah audit eviden@ aboui lhe amounts afd disc osures n
the linanci.l slatemenls The poc€dlres se ecied depend on (he aLditor's judgmenl. lncudi.g the
ass€ssment ol th€ risks of matera missratement of the linancial statefrenls. whether due 10 fEud or
eiior. In making lhose risk assessments, the audlor consders inl€rnal contro relovant to the entty s
pr€paralion and laif preseniaiion of lhe inancia statemenis in orderlo deslgn audl procedures ihat a.e
apprcpriate n the circuhstafes, but nol for the pl|pose of express ng an op n of on the effecllveiess of
lhe eniilys interna 6ni.ol. Accord ngly, we expess no such opin on. Anauditaso ncludes eva ualing
lhe appropriateness of a6ounling policies used and lhe reasonableness of signlficanl accounlinq
eslidates ffade by management, as wel as evaluatng lhe overal presenlalion ol the lina.cal

We believe thatlhe audit evidencowe have obtaned s s!fiicient and appropriate io provide: basts for

In our opinion the tnancial statemenls relered lo above present fakly ir aLl maleial respects the
respeclve financial positon of th6 govemmenhl activtes, each major iund and lhe agqregale
remaining fu.d nformalion oI lhe City of Elsmere, Kentucky as of June 30 2Ol4 and the respective
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" Requ i r e.r S u p p I e n e n ra ry I nf o m. t o n

Acmuniing pnncp es geneE ly accepl€d in lhe United Slates ol America reqlire lhal lhe M€r6gom6nl3
Discrss,o, ad,4rarsis on pages 3-7 be pEsented lo supplement lhe basic linanciaLstatements. Slch
informrtion alhough fot a part of the basic linancal slatements, is equred by the Governme.ta
Accouniing Slanda.ds Boa.d who considers itlo be an essedialpan offinanca epon ng lor placinS the
bas clinanci:lsiatements in an appropri.ie operational econofric or hislorica conielt. we have:pplied
cedain lmted procedlres lo the required suppiemenary information in accodance wilh audilng
srandards geneEly accepted h the united states of Ame ca, which consisred ot inquiries of
mafagement aboul Ihe methods or prepa rc lhe information and comparing lhe inrormation tor
con6isl€ncy wiih manaeements r€sponses ro our inquides. the basic linanclal stalements, and other
know edce we oblained durins our audil of the basic tifanc alslalemenls. We do nol express an opinion
or provide any asslrance on lhe inJomation because th6limited procedures do not provide us wlh
sufficienl evidence lo e&ress an opin of or provde any assurance

Ouf auditwas cofducted iorlhe pu@ose oi lormlng an oplnion on the basic linancia staiemenls takef
as a whoe. The budgetary coflparison schedules on pages 24-26 is presenled Jor lhe purpose of
addliona anaysis and is not a equned parl ot the basic financlal slatemenls. The budgetary
conp:risof schedule h:s not been subjecled to lhe auditng procedu.es appied ln lhe audl oi the bas c
financia slatements anda-odnely we express noopjnion on it.

- S u p p I en enra ry I nf o m ar i o n

Ouraudits were conducted for lhe pu@ose otforming an op n on on the linancialstaiements as a who e
The cofrbining non m:jor fund financia sialements on pases 27 28 a€ suppenenlary inlormation rnd
a.e presenled for purposes ol add(onal anaysis and are nol a requred pan of lhe basc tinanca
stalemenb. Such intormation is Ihe responsibilly of managemenl and was derved from and re ates
directly lo lhe underynS accolntng and olher reco.ds used to prepafe lhe iinancia sialemenls The
Lnlomal on has been subjected to the aud(lng pro@dues applied ii the audit oithe fnancia slatemenls
and @rlain addlional procedures, incuding comparin! and reconc ling slch inio.maion direclly lo the
underyinq accounlins and olher records used lo prepae the linanca slalemenis or io lhe lnancia
stalements ihemselves, and other additona procedures in acmrdance wiih auditnS standards genera ly
accepted in the Uniled States of Ame ca In our opifion Ihe inlormalon s faiy staled, n almaleial
respects n relalion to thefnanclalstatements as a whole.

Orher Reporting Reqlired by Govendent Au.liting Sranctatds

ln accordance with Goverrnenl Audllirg slanda/ds, we have:lso issued our report dared November 20,
2014 on olrconsderation ofthe City ofElsmere, Kentuckys nterna controloverfnanci:lr€porrinsand
on ou lests of ts @mpliance wllh cerlain pbvsions ot laws, reguations .onlracts, and grant
agreemenls and other malieB. The purpose of lhat report s 10 describe the scope ol our l€sting of
internalcontrolover linanca €podinq and compiance and the results ol lhat tesling, afd nol to pfov de
an opiiion on jnlernalco roloverfrnancialrepod(ng oron complan€. Thal .epori is an inteq.al pari of
an audt pedormed n accordance with Gorehhent Auditihg SlardanJs in conside ng ihe City ol
Elsmere Kentuckys lniemal control overfif ancial reportng and compl an@

>4 f-\ t
l/4 H2e-. A vLa* * C^

Van Goder, Walker, &Co.,Inc.
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CITY OF ELSMERE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
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Our discussion and analysis of City of Elsmere, Kentucky’s financial performance provides an overview
of the City’s financial activities for the fiscal year ended June 30, 2014. Please read it in conjunction
with the City’s basic financial statements.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities provide information about the activities of the City as a whole and present a
longer-term view of the City’s finances. For governmental activities, these statements tell how these
services were financed in the short term as well as what remains for future spending. Fund financial
statements also report the City’s operations in more detail than the government-wide statements by
providing information about the City’s financially significant funds.

Financial Highlights

As of the close of the current and prior fiscal years, the City’s governmental funds reported fund
balances as follows:

Percentage Increase
FYE 2013 FYE 2014 Increase/ Incr/(Decr)

Funds Amount Amount (Decrease) From FYE 13

General 3,458,222$ 3,479,076$ 0.60% 20,854$
Street Tax 1,219,307 1,132,396 -7.13% (86,911)
Municipal Aid 584,018 552,245 -5.44% (31,773)
Other Funds 199,622 205,100 2.74% 5,478

Total Fund Balance 5,461,169$ 5,368,817$ -1.69% (92,352)$

The General Fund, the City-wide Rehabilitation Fund, and the FSA/HRA Fund experienced an excess
of revenues over expenditures resulting in an increase to fund balances. The Street Tax Fund, the
Municipal Road Fund, and the Turkeyfoot Acres Fund experienced an excess of expenditures over
revenues resulting in a decrease to fund balances. General Fund revenues and expenditures
experienced a significant drop due to privatization of the City’s garbage service billing. With the effect of
the garbage revenues and expenditures removed, the City’s General Fund expenditures were just
slightly more in 2014 than in 2013. Street Tax Fund revenues decreased significantly this year due to a
reduced draw on the road loan required to fund roadwork during the year, however, the related
roadwork expenditures were made, leaving a small decrease in the fund balance. Municipal Road
Fund revenues were stable and expenditures related to street and sidewalk improvement increased in
the current year, leaving a small decrease in the fund balance.

OVERVIEW OF THE FINANCIAL STATEMENTS

Government-Wide Statement of Net Assets and Activities

One of the most important questions asked about the City’s finances is, “Is the City as a whole in a
better or worse financial position as a result of the year’s activities?” The Statement of Net Position and
the Statement of Activities report information about the City 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. Accrual
of the current year’s revenues and expenses are taken into account regardless of when cash is
received or paid.
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These two statements report the City’s net assets and changes in them. You can think of the City’s net
assets as the difference between assets, what the citizens own, and liabilities, what the citizens owe.
This is one way to measure the City’s financial health, or financial position. Over time, increases or
decreases in the City’s net assets are one indicator of whether its financial health is improving or
deteriorating. You will need to consider other factors also, such as changes in the City’s property tax,
gross receipts, payroll and insurance premium tax base, and the condition of the City’s capital assets
(roads, buildings, equipment and sidewalks) to assess the overall health of the City.
In the Statement of Net Position and the Statement of Activities, we have listed the governmental
activities:

 Governmental activities: All of the City’s basic services are reported here, including general
government, public safety, public works and streets, general services, planning and
inspection, waste collection, and recreation. Property taxes, payroll taxes, insurance
premium taxes, charges for services (waste collection, etc.) and government grants finance
most of these activities.

Fund Financial Statements

The Governmental Fund financial statements provide detailed information about the City’s funds.
Some funds are required to be established by State Statute or Municipal Ordinance (Ex. Street Tax
Fund). However, the City Council establishes a few other funds to help it control and manage money
for particular purposes (Ex. Sewer Fund and Turkeyfoot Acres fund) or to show that it is meeting legal
responsibilities for grant funds (Ex. Municipal Aid Fund).

Governmental funds: All of the City’s basic services are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances remaining 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 City’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
City’s programs. We describe the differences between the government wide net assets financial
statements and the governmental fund financial statements in the reconciliations within the audited
financial statements.

Government-Wide Change in Net Position

For the years ended June 30, 2014 and 2013, net position for all governmental activities changed as
follows:

2014 2013

Beginning Net Position 12,116,079$ 11,567,025$
Increase in Net Position 486,497 549,054

Ending Net Position 12,602,576$ 12,116,079$

Activities
Governmental
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Government-Wide Statement of Net Position Summary
Governmental

Activities
2014 2013

Current Assets 5,458,714$ 6,055,802$
Capital Assets, Net 8,811,997 8,046,170

Total Assets 14,270,711 14,101,972

Current Liabilities 343,135 410,893
Noncurrent Liabilities 1,325,000 1,575,000

Total Liabilities 1,668,135 1,985,893

Net Position 12,602,576$ 12,116,079$

To aid in the understanding of the Statement of Activities some additional explanation is given. Of
particular interest is the format that is significantly different from a typical Statement of Revenues,
Expense, and Changes in Fund Balance. You will notice that expenses are listed in the first column
with revenues from that particular program reported to the right. The result is a net (expense)/revenue.
The reason for this kind of format is to highlight the relative financial burden of each of the functions on
the City’s taxpayers.

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

The following schedule presents a summary of general and special revenues and expenditures for all of
the funds for the fiscal year ended June 30, 2014, and the amount and percentage of increases and
decreases in relation to the prior year.

Increase

FYE 2013 FYE 2014 Percentage (Decrease)

Revenues Amount Amount Incr(Decr) From FYE 13

Property tax 1,323,924$ 1,219,719$ -7.9% (104,205)$

Payroll tax 1,245,207 1,345,398 8.0% 100,191

Insurance premium tax 1,007,055 732,941 -27.2% (274,114)

Other taxes 148,566 105,926 -28.7% (42,640)

Licenses and permits 35,804 23,816 -33.5% (11,988)

Fines and forfeitures 26,443 44,471 68.2% 18,028

Charges for services 478,538 32,057 -93.3% (446,481)

Intergovernmental and grants 1,854,536 1,104,058 -40.5% (750,478)

Rehabilitation loan payments 3,916 5,433 38.7% 1,517

Interest income 3,067 8,397 173.8% 5,330

Miscellaneous 48,527 65,860 35.7% 17,333

Total Revenues 6,175,583$ 4,688,076$ -24.1% (1,487,507)$

The $1,487,507 decrease in total revenues can be attributed primarily to the following three items: a
$274,114 (27%) decrease in insurance premium taxes, which may be a result of overpayments in the
previous year, $446,481 (93%) decrease in charges for service, residents are now billed by the vendor
for waste collection, and the $750,478 (40%) decrease in intergovernmental funds, grants, and loan
draws from KLC. Intergovernmental funds received funds from Sanitation District No. 1 and the
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Northern Kentucky Water District for road construction were significantly less than last year, the also
City drew significantly less from its capital lease resulting in an overall decrease for the year.
Investment Income increased significantly due increased rates on investments. The City’s
expenditures were significantly less due to waste collection services being directly billed to residents
and a smaller amount of expenditures for road work. These reductions were offset by increases in
general government, public safety, and public works.

Percentage Increase
FYE 2013 FYE 2014 Increase/ (Decrease)

Expenditures Amount Amount (Decrease) From FYE 13

General government 591,915$ 712,075$ 20.30% 120,160$
Public safety 1,376,176 1,513,702 9.99% 137,526
Public works 664,479 1,040,242 56.55% 375,763
Planning and inspection 43,900 36,489 -16.88% (7,411)
Waste collection 444,784 1,466 -99.67% (443,318)
Recreation 21,146 22,387 5.87% 1,241
Capital outlay 1,541,429 1,158,930 -24.81% (382,499)
Debt service 292,962 295,137 0.74% 2,175

Total Expenditures 4,976,791$ 4,780,428$ -3.95% (196,363)$

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The capital assets were reported for the fiscal years ended as follows:

Governmental

Activities
2013 2014

Land 1,143,538$ 1,143,538$
Construction in Progress 2,104,569 360,803
Buildings 1,296,164 1,337,302
Infrastructure 5,200,191 8,004,221
Vehicles 857,019 836,619
Equipment 613,808 623,579
Furniture and fixtures 32,095 32,095

Totals 11,247,384$ 12,338,157$

This year's net increase of $1,090,773 in capital assets included:

Streets and sidewalks projects 1,060,264$
Public works buildings improvements 22,514
Parks building 18,624
Parks equipment 3,000
Public works equipment 6,843
Police vehicles 47,684
Disposal of assets (68,156)

1,090,773$
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Debt

The City has $1,575,000 in outstanding debt at June 30, 2014, compared to a $1,820,000 debt at June
30, 2013, a 13.5% decrease from 2013 as detailed below:

Governmental

Activities

2013 2014

Road construction capital lease 1,820,000$ 1,575,000$

Totals 1,820,000$ 1,575,000$

GENERAL BUDGETARY HIGHLIGHTS

Over the course of the year, the city council revised the budget three times.

For actual resources, across all major funds, revenues trailed budgeted amounts by $175,082 due
primarily to intergovernmental revenues collected in the Street Tax Fund and the Municipal Road Fund.
Actual expenditures were under budget by $770,859 due to significantly lower expenditures than
planned for capital road projects in the Street Tax Fund and the Municipal Road Fund, as well as tight
management to budget in all departments of the General Fund. The City’s major funds ended the year
with actual expenditures exceeding actual revenues by $92,830.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The City’s elected officials consider many factors when setting the fiscal year 2014 budget. Some of the
factors are the local economy, expected grant monies and anticipated tax revenues.

The City is allowed by law to set an ad valorem rate that will generate 4% more revenue than last year.
This year the Council voted to keep the tax rate the same as the FY 2014 rate, which is set at 0.223 per
hundred for the fiscal year ended June 30, 2015.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact the City
Administrator, Alex Mattingly, at (859) 342-7911 or at the city building at 318 Garvey Avenue, Elsmere,
KY 41018.



CITY OF ELSMERE, KENTUCKY
Statement of Net Position
June 30, 2014

ASSETS Governmental

Current Assets Activities

Cash and cash equivalents 4,472,866$

Investments 122,817

Receivables

Taxes 700,734

Intergovernmental 68,958

Waste collection 30,513

Other 54,186

Notes receivable 8,640
Total Current Assets 5,458,714

Noncurrent Assets
Capital Assets

Land and construction in progress 1,504,341
Infrastructure 8,004,221
Buildings 1,337,302
Equipment 623,579
Vehicles 836,619
Furniture and fixtures 32,095
Less: accumulated depreciation (3,526,160)

Net Capital Assets 8,811,997
TOTAL ASSETS 14,270,711

LIABILITIES
Current Liabilities

Accounts payable 18,757
Accrued liabilities 27,792
Compensated absences 46,586
Current portion of leases payable 250,000

Total Current Liabilities 343,135

Noncurrent Liabilities
Leases payable 1,325,000

TOTAL LIABILITIES 1,668,135

NET POSITION
Invested in capital assets, net of related debt 7,236,997
Restricted for:

Road projects 1,684,641
Unrestricted 3,680,938

TOTAL NET POSITION 12,602,576$

The accompanying notes are an integral part of the financial statements.
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CITY OF ELSMERE, KENTUCKY
Statement of Activities
For the Year Ended June 30, 2014

Net Revenue (Expense)
and Changes in

Net Position
Operating Capital Total

Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary Government
Governmental Activities

General government 731,839$ 7,265$ -$ -$ (724,574)$
Public safety 1,592,089 20,744 47,936 - (1,523,409)
Public works and street 1,382,636 12,022 233,478 453,809 (683,327)
Planning and inspection 36,489 - - - (36,489)
Waste collection 1,466 6,560 - - 5,094
Recreation 26,388 - - - (26,388)

Program Revenues

-9-

Recreation 26,388 - - - (26,388)
Interest on long-term debt 50,137 - - - (50,137)

Total Governmental Activities 3,821,044$ 46,591$ 281,414$ 453,809$ (3,039,230)

General Revenues
Taxes

Property taxes 1,198,918
Payroll tax 1,345,398
Insurance premium taxes 732,941
Other taxes 105,926

Licenses and permits 23,816
Fines and forfeitures 44,471
Interest income 8,397
Miscellaneous 65,860
Total general revenues 3,525,727

Change in net position 486,497

Net position, beginning 12,116,079
Net position, ending 12,602,576$

The accompanying notes are an integral part of the financial statements.
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CITY OF ELSMERE, KENTUCKY
Balance Sheet - Governmental Funds
June 30, 2014

Total
General Street Tax Municipal Other Governmental

Fund Fund Road Fund Funds Funds
ASSETS

Cash and cash equivalents 3,007,461$ 827,676$ 432,558$ 205,171$ 4,472,866$
Investments - 122,817 - - 122,817
Receivables

Taxes 519,335 181,399 - - 700,734
Waste collection 30,513 - - - 30,513
Intergovernmental - - 68,958 - 68,958
Other 24,980 29,206 - - 54,186

Notes receivable - - - 8,640 8,640
Due from other funds - 504 52,976 - 53,480

TOTAL ASSETS 3,582,289$ 1,161,602$ 554,492$ 213,811$ 5,512,194$

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable 16,439$ -$ 2,247$ 71$ 18,757$
Accrued liabilities 27,792 - - - 27,792
Deferred revenue 5,502 29,206 - 8,640 43,348
Due to other funds 53,480 - - - 53,480

TOTAL LIABILITIES 103,213 29,206 2,247 8,711 143,377

FUND BALANCES
Restricted - 1,132,396 552,245 - 1,684,641
Committed - - - 205,100 205,100
Assigned 829,400 - - - 829,400
Unassigned 2,649,676 - - - 2,649,676

TOTAL FUND BALANCES 3,479,076 1,132,396 552,245 205,100 5,368,817

TOTAL LIABILITIES AND

FUND BALANCES 3,582,289$ 1,161,602$ 554,492$ 213,811$ 5,512,194$

The accompanying notes are an integral part of the financial statements.
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Reconciliation of the Balance Sheet - Governmental Funds

to the Statement of Net Position

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

Total fund balance per balance sheet 5,368,817$

Capital assets of $12,338,157, less accumulated depreciation of ($3,526,160),
used in governmental activities are not financial resources and, therefore,
are not reported in the funds. 8,811,997

Deferred charges represent funds received for future projects that will not
require current funds. This amount represents the balance in deferred items. 43,348

Long-term liabilities, including leases payable and compensated absences, may not
be due and payable in the current period in the funds and therefore are not
reported as liabilities in the governmental funds.

Leases payable (1,575,000)
Compensated absences (46,586)

Net position of governmental activities 12,602,576$

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

CITY OF ELSMERE, KENTUCKY

June 30, 2014

-11-



CITY OF ELSMERE, KENTUCKY
Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds
For the Year Ended June 30, 2014

Total
General Street Tax Municipal Other Governmental

Revenues Fund Fund Road Fund Funds Funds
Property tax 739,806$ 479,913$ -$ -$ 1,219,719$
Payroll tax 1,345,398 - - - 1,345,398
Insurance premium tax 494,173 - 238,768 - 732,941
Other taxes 105,926 - - - 105,926
Licenses and permits 23,816 - - - 23,816
Fines, forfeitures, penalties 44,471 - - - 44,471
Charges for services 32,057 - - - 32,057
Intergovernmental 60,380 453,809 233,478 13,113 760,780
Grants 9,042 - - - 9,042
Rehabilitation loan payments - - - 5,433 5,433
Loan Proceeds - 334,236 - - 334,236
Interest income 7,135 547 216 499 8,397
Miscellaneous 65,860 - - - 65,860

Total Revenues 2,928,064 1,268,505 472,462 19,045 4,688,076

Expenditures
Current Expenditures

General government 698,256 15 - 13,804 712,075
Public safety 1,513,702 - - - 1,513,702
Public works and streets 443,394 - 592,085 4,763 1,040,242
Planning and inspection 36,489 - - - 36,489
Waste collection 1,466 - - - 1,466
Recreation 22,387 - - - 22,387

Capital outlay 98,666 1,060,264 - - 1,158,930
Debt service - 295,137 - - 295,137
Total Expenditures 2,814,360 1,355,416 592,085 18,567 4,780,428

Excess of Revenues
Over Expenditures 113,704 (86,911) (119,623) 478 (92,352)

Other Financing Sources (Uses)
Operating transfers in - - 87,850 5,000 92,850
Operating transfers out (92,850) - - - (92,850)

Total Other Financing Sources (Uses) (92,850) - 87,850 5,000 -

Excess of Revenues and Other
Financing Sources Over Expenditures
and Other Financing Uses 20,854 (86,911) (31,773) 5,478 (92,352)

Fund Balance, beginning 3,458,222 1,219,307 584,018 199,622 5,461,169

Fund Balance, ending 3,479,076$ 1,132,396$ 552,245$ 205,100$ 5,368,817$

The accompanying notes are an integral part of the financial statements.
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CITY OF ELSMERE, KENTUCKY
Reconciliation of the Statement of Revenues, Expenditures

and Changes in Fund Balances - Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2014

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

Net change in fund balance - total governmental funds (92,352)$

Governmental funds report capital outlays as expenditures. However, for governmental
activities those costs are shown in the Statement of Net Position and allocated over
their estimated useful lives as annual depreciation expense in the statement of
activities. This is the amount by which capital outlays exceed depreciation in the period.

Capital outlays 1,158,929$
Depreciation expense (393,102)

765,827

Governmental funds do not present revenues that are not available to pay current
obligations. In contrast, such revenues are reported in the Statement of Activities
when earned. (46,298)

Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported
as expenditures in governmental funds, such as compensated absences. 4,476

Proceeds from draws on capital leases are reported as financing sources in the
governmental funds and contribute to the change in fund balance. In the statement
of net assets, however, draws on capital leases increase long-term liabilities and
does not affect the statement of activities. (390,156)

Repayment of leases payable principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net Position. 245,000

Change in net position of governmental activities 486,497$

The accompanying notes are an integral part of the financial statements.
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OVERVIEW OF ENTITY

The financial statements of the City of Elsmere, Kentucky, have been prepared in conformity
with generally accepted accounting principles as applied to governmental units. The
Governmental Accounting Standards Board is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The significant
accounting policies of the City are described below.

Reporting Entity

The City of Elsmere is a municipal corporation governed by an elected Mayor and six-member
City Council. As required by generally accepted accounting principles, these financial
statements present all activities for which the City is considered to be financially accountable.

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all of the non-fiduciary activities of the City. For
the most part, the effect of inter-fund activity has been removed from these statements.

The Statement of Activities demonstrates the degree to which direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use or directly benefit from goods, services or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide
financial statements, rather than reported as an expenditure. Proceeds of long-term debt are
recorded as a liability in the government-wide financial statements, rather than as other
financing sources. Amounts paid to reduce long-term indebtedness of the City are reported as
a reduction of the related liability, rather than as an expenditure.

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. 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.
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. 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 the liabilities
of the current period. For this purpose, the government 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, insurance taxes, payroll taxes, franchise taxes, waste collection assessments
and interest associated with the current 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 City.

The City reports on the following funds:

General Fund - The general fund is the City’s primary operating fund. It accounts for all
financial resources of the general government, except for those required to be accounted for in
another fund.

Special Revenue Funds - The special revenue funds are used to account for the proceeds of
specific revenue sources that are restricted to expenditures for specific purposes.

Assets, Liabilities and Equity

Deposits and Investments

Cash and cash equivalents include demand deposits as well as short-term investments with an
initial maturity date within three months of the date acquired by the City. The City is authorized
by state statute to invest in:

1. Obligations of the United States and of its agencies and instrumentalities.
2. Certificates of deposit.
3. Bankers’ acceptances.
4. Commercial paper.
5. Bonds of other states or local governments.
6. Mutual funds.

Receivables

No allowance for doubtful accounts is required.
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property Taxes Receivable

Property taxes are levied as of November 1 on property values assessed on January 1. The
billings are considered past due 60 days after the respective tax billing date, at which time the
applicable property is subject to lien, and penalties and interest are assessed.

Short-Term Inter-fund Receivables/Payables

During the course of operation, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as “due from/to
other funds” on the balance sheet. Short-term inter-fund loans are classified as “inter-fund
receivables/payables.”

Prepaid Items

Payments made to vendors for services that will benefit periods beyond June 30, 2014 are
recorded as prepaid items.

Capital Assets

Capital assets are reported in the governmental activities column of the government-wide
Statement of Net Assets. The accounting and reporting treatment applied to capital assets
associated with a fund are determined by its measurement focus. Capital assets are long-lived
assets with an initial, individual cost of $500 or more. When purchased, such assets are
recorded as expenditures in the governmental funds and capitalized (recorded and accounted
for) in the Statement of Net Position. Infrastructure such as street, traffic signals and signs are
capitalized. The valuation basis for capital assets is historical cost, or where historical cost is
not available, estimated historical cost based on replacement cost.

Capital assets used in operations are depreciated over their estimated useful lives using the
straight-line method in the government-wide financial statements. Depreciation is charged as
an expense in the Statement of Activities, and accumulated depreciation is reported on the
Statement of Net Position. The range of lives used for depreciation purposes for each fixed
asset class is as follows:

Governmental Activities

Description Estimated Lives

Buildings 50 Years

Buildings improvements Remaining life of building

Public domain infrastructure 40 Years

Light vehicles 5 Years

Furniture and fixtures 7 Years

Equipment 5 - 7 Years
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation pay benefits.
There is no liability for unpaid accumulated sick leave since the government does not have a policy to
pay specified amounts when employees separate from service with the government. All vacation pay is
accrued when incurred in the government-wide financial statements. A liability for these amounts is
reported in governmental funds only if they have matured, for example, as a result of employee
resignations and retirements.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements.
The debt proceeds are reported as other financing sources and payments of principal and interest
reported as expenditures.

Fund Equity

Net position is the difference between assets and liabilities. Amounts invested in capital assets, net of
related debt are capital assets, less accumulated depreciation and any outstanding debt related to the
acquisition, construction or improvement of those assets.

The City uses funds and account groups to report on its financial position and the result of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain governmental functions or activities.

Non-spendable fund balances consist of amounts that are not in spendable form; the City considers
prepaid expenses to be non-spendable.

Restricted fund balances are amounts that can only be used pursuant to constraints imposed by
external sources; such as state government restrictions or the funds restricted by the will of the City’s
voters. These include residual balances from the Kentucky Municipal Aid Road Fund, the Street Tax
Fund, and the cash balance of the Community Development Block Grant.

Committed fund balances are amounts that can only be used for specific purposes as stipulated
internally by the City Council. These items can only be changed or lifted by the Council taking the
same formal action that imposed the restraint. These include residual balances from the Citywide
Rehabilitation Fund, and the Turkeyfoot Acres Fund.

Assigned fund balances consist of funds that are set aside with the intent to be used for a specific
purpose by the City’s highest level of decision making authority or a body or official that has been given
the authority to assign funds. The City considers the amounts in its certificates of deposit as assigned
fund balances.
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Unassigned fund balances consist of all residual funds not included in non-spendable, restricted,
committed, or assigned fund balances.

Revenues, Expenditures and Expenses – Inter-fund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions
that constitute reimbursements to a fund for expenditures/expenses initially made from it that are
properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that is reimbursed.

NOTE B – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Pervasiveness of Estimates

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

Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all
governmental funds.

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. In accordance with City ordinance, prior to June 1, the Mayor submits to the City Council, a
proposed operating budget for the fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and the means of financing them for the upcoming year.

2. A public meeting is conducted to obtain taxpayer comment.
3. Prior to June 30, the budget is legally enacted through passage of an ordinance.
4. The Mayor is required by Kentucky Revised Statutes to present a quarterly report to the City

Council explaining any variance from the approved budget.
5. Appropriations continue in effect until a new budget is adopted.
6. The City Council may authorize supplemental appropriations during the year.

Expenditures may not legally exceed budgeted appropriations at the departmental level. Any revisions
to the budget that would change revenues and expenditures of any fund must be approved by the City
Council. During the year the City Council adopted three supplementary appropriations ordinance.

NOTE C – DEPOSITS AND INVESTMENTS

Cash and Cash Equivalents – The carrying amount of the City’s cash equivalents (bank deposits,
money market accounts and certificates of deposit with less than 90 days maturity) with financial
institutions was $4,472,866 at June 30, 2014.
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Custodial Credit Risk – Deposits – Custodial credit risk is the risk that in the event of a bank failure, the
City’s deposits may not be returned to it. Deposits in financial institutions, reported as a component of
cash and certificates of deposit are insured by depository insurance or secured with collateral held by
the financial institutions in the City’s name.

Custodial Credit Risk – Investments – For an investment, this is the risk that, in the event of the failure
of the counterparty, the City will not be able to recover the value of its investments that are in the
possession of an outside party. The City had no custodial credit risk at June 30, 2014.

NOTE D - INVESTMENT IN JOINT VENTURE

During fiscal year 2002, the City joined with the City of Erlanger to create a Renaissance Program for
the purposes of community revitalization. The joint venture was created by virtue of an interlocal
agreement. A joint venture is an organization that results from a contractual arrangement and that is
owned, operated, or governed by two or more participants as a separate and specific activity subject to
joint control in which the participants retain an ongoing financial interest or an ongoing financial
responsibility. Joint control means that no single participant has the ability to unilaterally control the
financial or operating policies of the joint venture. This joint venture does not meet the criteria for
inclusion in the City’s financial report as a component unit since the City did not exercise administrative
control. During the year ended June 30, 2014, the community revitalization work on Dixie Highway was
completed and the City received half of the remaining funds in the venture, $41,179, and applied them
towards work related to street and sidewalk improvements on Dixie Highway and terminated the joint
venture.

NOTE E – RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees, and natural disasters. The City has obtained
insurance coverage through a commercial insurance company. In addition, the City has effectively
managed risk through various employee education and prevention programs. All general liability
management activities are accounted for in the General Fund. Expenditures and claims are recognized
when probable that a loss has occurred and the amount of loss can be reasonably estimated.

Management estimates that the amount of actual or potential claims against the City as of June 30,
2014 will not materially affect the financial condition of the City. Therefore, the General Fund contains
no provision for estimated claims. No claim has exceeded insurance coverage amounts in the past
three fiscal years.
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NOTE F – CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2014 was as follows:

Balance at Balance at
June 30, 2013 Additions Deletions June 30, 2014

Governmental Activities

Capital Assets not Depreciated
Land 1,143,538$ -$ -$ 1,143,538$
Construction in progress 2,104,569 1,060,264 (2,804,030) 360,803

Total Capital Assets Not
Being Depreciated 3,248,107 1,060,264 (2,804,030) 1,504,341

Depreciable Capital Assets
Infrastructure 5,200,191 2,804,030 - 8,004,221
Buildings 1,296,164 41,138 - 1,337,302
Vehicles 857,019 47,684 (68,084) 836,619
Equipment 613,808 9,843 (72) 623,579
Furniture and fixtures 32,095 - - 32,095

Total Depreciable Capital Assets 7,999,277 2,902,695 (68,156) 10,833,816

Total Capital Assets at

Historical Cost 11,247,384 3,962,959 (2,872,186) 12,338,157

Less Accumulated Depreciation

Infrastructure (1,552,626) (220,845) - (1,773,471)

Buildings (458,733) (37,095) - (495,828)

Vehicles (662,857) (84,899) 68,084 (679,672)

Equipment (494,903) (50,263) 72 (545,094)
Furniture and fixtures (32,095) - - (32,095)

Total Accumulated Depreciation (3,201,214) (393,102) 68,156 (3,526,160)

Depreciable Captial Assets, Net 4,798,063 2,509,593 - 7,307,656

Total Capital Assets, Net 8,046,170$ 3,569,857$ (2,804,030)$ 8,811,997$

Depreciation was charged to functions as follows:

Amount

General government 19,693$

Public safety 82,982

Public works 65,581

Public Works-Infrastructure 220,845

Recreation 4,001

Total Depreciation 393,102$

Governmental Activities
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NOTE G – LONG-TERM DEBT

Road Construction Capital Lease

In August 2010, the City signed a capital lease for $2,560,000. The proceeds of this lease are to go to
road reconstruction in the City. The City began paying principal and interest on this balance in
September 2010. As of June 30, 2014, $2,560,000 of these funds had been drawn. This debt has an
interest rate of 2.0% and matures on January 1, 2020. The balance outstanding at June 30, 2014 is
$1,575,000.

Summary of General Long-Term Debt

The following is a summary of the City’s long-term debt transactions for the year ended June 30, 2014:

Balance Retirements/ Balance Amounts Due

June 30, 2013 Additions Repayments June 30, 2014 Within 1 Year

Road construction lease 1,820,000$ -$ (245,000)$ 1,575,000$ 250,000$

Total 1,820,000$ -$ (245,000)$ 1,575,000$ 250,000$

NOTE H – COMPENSATED ABSENCE LIABILITY

The City allows employees to save and bank their unused vacation time. If an employee leaves the
City with banked vacation time available, the City will pay the employee the balance of the vacation
time due. This liability is carried as Current Liability on the Statement of Net Assets. The following is a
summary of the liability the City has to its current employees:

Balance Net Net Balance Amounts Due
June 30, 2013 Additions Payments June 30, 2014 Within 1 Year

Compensated absences 51,062$ 120$ (4,596)$ 46,586$ 46,586$

NOTE I – EMPLOYEE’S RETIREMENT SYSTEM

County Employees Retirement System (CERS)

City employees who work at least 100 hours per month participate in the County Employees Retirement
System (CERS). Under the provisions of the Kentucky Revised Statute 61.645, the Board of Trustees
of Kentucky Retirement Systems administers the CERS.

The plan issues separate financial statements which may be obtained by request from Kentucky
Retirement Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description – CERS is a cost-sharing multiple-employer defined benefit pension plan that covers
substantially all regular full-time members employed in positions of each county and school board, and
any additional eligible local agencies electing to participate in the System. The plan provides for



CITY OF ELSMERE, KENTUCKY
Notes to Financial Statements
June 30, 2014

- 22 -

retirement, disability, and death benefits to plan members. Retirement benefits may be extended to
beneficiaries of plan members under certain circumstances. Cost-of-Living Adjustments (COLA) are
provided at the discretion of the state legislature.
Non-Hazardous Contributions – For the year ended June 30, 2011, plan members were required to
contribute 5.0% of their annual creditable compensation. Employees hired after August 31, 2008 and
not already in the retirement system must contribute an extra 1%. Participating employers were
required to contribute at an actuarially determined rate. Per Kentucky Revised Statute Section
61.565(3), normal contribution and past service contribution rates shall be determined by the Board on
the basis of an annual valuation last proceeding the July 1 of a new biennium. The Board my amend
contribution rates as of the first day of July of the second year of a biennium, if it is determined on the
basis of a subsequent actuarial valuation that amended contribution rates are necessary to satisfy
requirements determined in accordance with actuarial bases adopted by the Board. For the year ended
June 30, 2014, participating employers contributed 18.89% of each employee’s creditable
compensation. Administrative costs of CERS are financed through employer contributions and
investment earnings.

Hazardous Contributions – For the year ended June 30, 2014, plan members were required to
contribute 8.0% of their annual creditable compensation. Employees hired after August 31, 2008 and
not already in the retirement system must contribute an additional 1%. The state was required to
contribute at an actuarially determined rate. Per Kentucky Revised Statute Section 61.565(3), normal
contribution and past service contribution rates shall be determined by the Board on the basis of an
annual valuation last proceeding the July 1 of a new biennium. The Board may amend contribution
rates as of the first day of July of the second year of a biennium, if it is determined on the basis of a
subsequent actuarial valuation that amended contribution rates are necessary to satisfy requirements
determined in accordance with actuarial bases adopted by the Board. For the year ended June 30,
2014, participating employers contributed 35.70% of each employee’s creditable compensation.
Administrative costs of CERS are financed through employer contributions and investment earnings.

The required contribution and the actual percentage contributed by the City for the current and previous
four years are as follows:

Required Percentage

Year Contribution Contributed

2014 333,757$ 100%

2013 326,285 100%

2012 289,898 100%

2011 271,587 100%

2010 222,841 100%

NOTE J – CLAIMS AND JUDGMENTS

Amounts received, or receivable, from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal and state governments. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures
which may be disallowed by the grantor cannot be determined at this time although the City expects
such amounts, if any, to be immaterial.
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NOTE K – INTERFUND ACTIVITY

Transfers are typically used to move unrestricted revenues collected in one fund to finance various
programs accounted for in another fund in accordance with budgetary authorizations and to fund debt
service payments when they become due. The transfer to municipal road fund was to eliminate the
effect of the closing of the joint venture as mentioned in Note D.

Tranfer From Transfer To Amount

General HRA Fund 5,000$

General Municipal Road 87,850

92,850$

NOTE L – SUBSEQUENT EVENTS

Management has evaluated events through November 20, 2014 the date on which the financial
statements were available for issue. The City did not have any events subsequent to June 30, 2014
through November 20, 2014 to disclose.
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Variance

Original Final Favorable

Budget Amendments Budget Actual (Unfavorable)

Budgetary fund balance, July 1 2,900,000$ 0 -$ 2,900,000$ 3,458,222$ 558,222$

Resources (inflows):

Taxes 2,505,000 197,000 2,702,000 2,685,303 (16,697)

Licenses and permits 24,200 (1,500) 22,700 23,816 1,116

Intergovernmental 57,450 2,595 60,045 60,380 335

Fines, forfeitures, penalties 33,000 11,600 44,600 44,471 (129)

Charges for services 25,000 7,500 32,500 32,057 (443)

Interest income 5,000 2,050 7,050 7,135 85

Grants 30,000 - 30,000 9,042 (20,958)

Miscellaneous 119,150 (53,450) 65,700 65,860 160

Total resources (inflows) 2,798,800 165,795 2,964,595 2,928,064 (36,531)

Amounts available for appropriation 5,698,800 165,795 5,864,595 6,386,286 521,691

Charges to appropriations (outflows):

General government 744,050 (33,900) 710,150 688,270 21,880

Public safety 1,581,850 (8,500) 1,573,350 1,486,919 86,431

Public works 454,950 (4,000) 450,950 437,300 13,650

Planning and inspection 44,175 1,795 45,970 36,489 9,481

Waste collection 15,000 (12,500) 2,500 1,466 1,034

Recreation 28,200 (500) 27,700 25,087 2,613

Capital projects 172,750 (23,750) 149,000 138,829 10,171

Total charges to appropriations 3,040,975 (81,355) 2,959,620 2,814,360 145,260

Interfund transfers - - - (92,850) (92,850)

Budgetary fund balance, June 30 2,657,825$ 247,150$ 2,904,975$ 3,479,076$ 574,101$

The accompanying notes are an integral part of the financial statements.
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Variance

Original Final Favorable

Budget Amendments Budget Actual (Unfavorable)

Budgetary fund balance, July 1 1,051,000$ -$ 1,051,000$ 1,219,307$ 168,307$

Resources (inflows):

Steet tax 480,000 - 480,000 479,913 (87)

Intergovernmental 554,048 14,247 568,295 453,809 (114,486)

Interest 1,000 (400) 600 547 (53)

Loan Proceeds 330,000 4,200 334,200 334,236 36

Total resources (inflows) 1,365,048 18,047 1,383,095 1,268,505 (114,590)

Amounts available for appropriation 2,416,048 18,047 2,434,095 2,487,812 53,717

Charges to appropriations (outflows):

Bank fees - - - 15 (15)

Debt service payments 297,500 (2,300) 295,200 295,137 63

Capital projects 1,854,000 (321,100) 1,532,900 1,060,264 472,636

Total expenses (outflows) 2,151,500 (323,400) 1,828,100 1,355,416 472,684

Transfers to (from) fund - - - - -

Budgetary fund balance, June 30 264,548$ 341,447$ 605,995$ 1,132,396$ 526,401$

The accompanying notes are an integral part of the financial statements.
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Variance

Original Final Favorable

Budget Amendments Budget Actual (Unfavorable)

Budgetary fund balance, July 1 635,000$ -$ 635,000$ 584,018$ (50,982)$

Resources (inflows):

Intergovernmental 203,894 67,279 271,173 233,478 (37,695)

Insurance premium tax 125,000 100,000 225,000 238,768 13,768

Interest 500 (250) 250 216 (34)

Total resources (inflows) 329,394 167,029 496,423 472,462 (23,961)

Amounts available for appropriation 964,394 167,029 1,131,423 1,056,480 (74,943)

Charges to appropriations (outflows):

Sidewalks 55,000 155,000 210,000 114,365 95,635

Street maintenance 225,000 15,000 240,000 170,996 69,004

Capital street projects 350,000 (55,000) 295,000 306,724 (11,724)

630,000 115,000 745,000 592,085 152,915

Transfers to (from) fund - - - 87,850 87,850

Budgetary fund balance, June 30 334,394$ 52,029$ 386,423$ 552,245$ 165,822$

The accompanying notes are an integral part of the financial statements.
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Citywide Turkeyfoot Total

Rehabilitation Acres FSA/HRA Non-Major

Fund Fund Fund Funds

ASSETS

Cash and cash equivalents 143,311$ 55,236$ 6,624$ 205,171$

Accounts receivable

Note receivable 8,640 - - 8,640

TOTAL ASSETS 151,951$ 55,236$ 6,624$ 213,811$

LIABILITIES AND FUND BALANCES

LIABILITIES

Deferred revenue 8,640$ -$ -$ 8,640$

Accounts payable - - 71 71

TOTAL LIABILITIES 8,640 - 71 8,711

FUND BALANCES

Committed 143,311 55,236 6,553 205,100

TOTAL FUND BALANCES 143,311 55,236 6,553 205,100

TOTAL LIABILITIES AND

FUND BALANCES 151,951$ 55,236$ 6,624$ 213,811$

The accompanying notes are an integral part of the financial statements.
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Non-Major Governmental Funds
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Citywide Turkeyfoot Total

Rehabilitation Acres FSA/HRA Non-Major

Fund Fund Fund Funds

Revenues

Loan repayments 5,433$ -$ -$ 5,433$

FSA/HRA contributions - - 13,113 13,113

Interest 352 145 2 499

Total Revenues 5,785 145 13,115 19,045

Expenditures

FSA/HRA reimbursements - - 13,804 13,804

Landscaping - 4,763 - 4,763

Total Expenditures - 4,763 13,804 18,567

Excess (Deficit) of Revenues

Over Expenditures 5,785 (4,618) (689) 478

Other Financing Sources (Uses)

Operating transfers in (out) - - 5,000 5,000

Total Other Financing Sources (Uses) - - 5,000 5,000

Excess (Deficit) of Revenues and

Other Financing Sources Over

Expenditures and Other

Financing Uses 5,785 (4,618) 4,311 5,478

Fund Balance, beginning 137,526 59,854 2,242 199,622

Fund Balance, ending 143,311$ 55,236$ 6,553$ 205,100$

The accompanying notes are an integral part of the financial statements.
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Yan Gorde. ,  \Valker & Co..  Inc.

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COIMPLIANCE AND OTHER

IlIATTERS BASEO ON AN AUDIT OF FINANCIAL STATEIIIIENTS PERFORMEO
IN ACCORDANCE WITH GOYFRIVME f AUDI|ING STANDARDS

To the Honorable Mayor and

cily of Elsmere, Kentocky

We have audited, in acmrdance with the audting standards generalty accepled in lhe Unired States of
Anerca and lhe slandads app icable lo rnancia audlts contai.ed in Govsrrnert Auditnq Slandanls.
issued by the ComptrolLef Generaloflhe LJnit€d Stales Ihe tnanciatstatements ofrhe aovernnental
a ( l i r ' i res  each t r4o ' lu rd ,  d -o  .he  erunn9 ags 'esc .e  . rd  I  o f ra - ion  o !  |  

"  
. , . ; .  - . ' ee

Kentucky, as oi Jlne 30, 2014 and lhe etated noles to the finafcia slatements which cotecuvev
cono'ise re C[y ol E.,n ere. \enru.. , s li arc.J idrerrn.s
daied November 20, 2014.

Inrernar control ove. Financial Reborrind

In plannng and perfomi.g our audit ofthe flnancia slatehents we considered the Cilv of EsmeE
Kentucky's nlernarmnrro over inanclatreporting (iderna conrroD to determne the audr procedu€s
th:t are app.opriate h lhe circlmslances lor the purpose of express ng our opjnions on the fnancia
stalements but nol for ihe purpose oi expresstng an optnion on lhe effecltveness ot lhe Cily ot
Fsne ' "  Ke- tLC lys .  rend  co1-o  l ( co .d19 , , reoo .o re?pre*?nop . . ,o .o l th -e - .d \e .easo
the City of ElsmeE, Ke|llcky's niernalconlrol.

A defbbncy in lrtemal corlrol exsis when the d€sg. or operaton of a contro does not alow
manas€ment or emproyees in the nomalcou6e oipedormng the.assigned fufctions,lo Frevent. or
derect and corect, misslalemenis on a rim€y basis. A habnat weakns is a deiciencv or
cohbinalion or deflcencies ninternalconrrotsuchihatrhe@isa€asonabtepossibitryrharamaieria
misstatement ofihe 6nrity's inanciatstaremeds wl not be prevented or delecled and corected ona
lTly b"ss. A "ign tG., dcr r6n r i< a oei( e c? o. a .onb.rtion ofoehlFn.,e., r r.-m",-;1r ol
l/i"i6 ess severe than a hateriat weakness yelimpodantenoughtomertatlentionbythosecharged

Our mre derat on oi ntema controtwasJorlhetmtedpuDosedescribed n the trsi paragdph oJ lhis
seclion and was not dessned to idenrfy at defciences in inreha conlro thd ;ighr bj materal
weaknesses or significad deliciencies a.d therefore maGnatweaknesses o. signii;nt defictencies
may exst thai were not dentiijed. civen lhese imtalions, durng our audji w€ did nol identiiv any
deliciences in ntemat control that we consider to be mareriar weaknesses. How"u",. .ire,iir
wear<n€sses may exrst tliai have not been identiued
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Van Gorder. walker & Co.. lnc

9l4pls!!c-i!!-qq9rueleE

As pari of obtaifing reasonable assuran@ aboul whelher the CIy of Etsmere Kentuckyr financal
stat€ments.re f@e of maierlal mlsstalement, we perfomed tesis ot its conpiance wlh €nain
provisions oI aws, regulations, conlracls, and gEnt agcemenls, noncomp iance with which coutd have
a direcl and materlalefEcl on the detemination of linancial sl.lement amoufls. However. orovdind
anopinono.comolarrw[1 l l -oseprcv,sonswa<.oa-objecrveotoLiaLd ' ts , :nda(co.d;gtyw;
do not expess such an opinion. The resuls or our iesls discosed no inslances of noncompiane or
other matreElhat .€ .€quired lo be repoded lnder Gov€mmert Auditihg Standads

ecrp!9!-stlXis-8clpi
Th€ puQose of lhs report is solely lo desdbe ihe scope oI our iestins ot inter.a contro and
conp iane aid the results ol lhat tesling, .nd nol to provide an opin on on rhe etrect veness of the
enllys intehal @ntrol or on compliance. This €pon js an inlegfal part of an audt pedomed in
accordance wilh Govemnent Auditing Siardards ir considenng the entty's inlemat cont.ot and
complance. Accordi.gly ihis cohmufication s not sullabteJorany oiher purpose.

/"*' 6 '-9,^, (r--Lt!-* * c. '. ec*
Van Gorder, W.lker & Co,, Inc.
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