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MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Owensboro (City) offers Management's Discussion and Analysis to provide a narrative overview
and analysis of City financial activities for fiscal year ended June 30, 2011. To fully understand the entire
scope of the City's financial activities, this information should be read in conjunction with the letter of
transmittal (pages 1-3) and the financial statements (pages 18-102) provided in this document.

Financial Highlights

Assets exceeded liabilities by $138.1 million at the close of the 2010-2011 fiscal year. Of this
amount, $35.8 million (unrestricted net assets) may be used to meet City government’s ongoing
obligations to citizens and creditors.

Total net assets increased by $5.2 million.

At fiscal year end, City governmental funds reported a combined ending fund balance of $49.8
million. Approximately $10.9 million, 22% of this total amount is unassigned and available for
spending at the City’s discretion.

At the end of the current fiscal year, unassigned general fund balance was $10.9 million, 30% of
total general fund expenditures.

Overview of Financial Statements

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 report also contains other supplementary information in
addition to the basic financial statements.

A.

Government-Wide Financial Statements

Government-wide financial statements are designed to provide readers with a broad overview of
City finances in a manner similar to private-sector business.

The Statement of Net Assets presents information on all City assets and liabilities, with the
difference between assets and liabilities reported as net assets. Monitoring increases and/or
decreases in net assets over time helps the City to recognize whether its financial position is
deteriorating, stagnating, or improving.

The Statement of Activities shows how City net assets changed during the past fiscal year. All net
asset changes are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Revenues and expenses are reported in the
Statement of Activities for some items that will only result in cash flows in the future (e.g.,
uncollected taxes and earned but unused vacation leave).

The government-wide financial statements separate City functions primarily supported by taxes
and intergovernmental revenues (governmental activities) from other City functions that are
intended to recover all or a significant portion of expenses through user fees and charges
(business-type activities). City governmental activities include general government, public safety,
public works, community and cultural, and community and economic development. Business-type
activities of the City include sanitation, transit, geographic information system, and recreation.

Government-wide financial statements include the City (the primary government) and its legally
separate component units, Owensboro Municipal Utilities (OMU) and Owensboro Riverport
Authority (ORA), for which the City is financially accountable. Financial information for the
component units is reported separately from the financial information presented for the primary
government.

The government-wide financial statements can be found on pages 18-19 of this report.



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over segregated
resources for specific activities or objectives. The City of Owensboro, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. City funds can be divided into three categories:

1) Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
Unlike government-wide financial statements, however, governmental fund financial
statements focus on near-term inflow and outflows of spendable resources, as well as on
balances of spendable resources available at fiscal year-end. This information can help the
City when it evaluates near-term financing requirements.

The City maintains twelve (12) individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the General Fund, Your
Community Vision Fund, Downtown Development and Revitalization Fund, and Debt Service
Fund, all of which are considered to be major funds. Data from the eight non-major
governmental funds are combined into a single aggregated presentation. Individual fund data
for each non-major governmental fund is provided in the form of combining statements within
the Nonmajor Governmental Funds section in this report.

Readers may better understand the long-term impact of the City’s near-term financing
decisions by comparing the narrow-focus government funds financial statements with
governmental activities in the government-wide financial statements. The governmental funds
balance sheet (pages 20-21) and the statement of revenues, expenditures and changes in
fund balances (pages 22-23) provide a reconciliation to ease comparison between
governmental funds and governmental activities.

2) Proprietary Funds. The City maintains two different types of proprietary funds:

a. Enterprise funds. Enterprise funds report the same functions presented as business-
type activities in the government-wide financial statements and are used to account for
operations:

¢ that are financed and operated in a manner similar to private business enterprises
where the intent of the governing body is that the costs of providing goods and
services to the general public on a continuing basis be financed or recovered primarily
through user charges; or

e where the governing body decided periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public
policy, management control, accountability or other purposes.

The City uses four enterprise funds to account for Sanitation, Transit, Geographic
Information System, and Recreation, as well as certain component units that provide
electric, water, and riverport services. These component units, which each have their
own board of directors, are also Enterprise Funds. With the exception of Sanitation and
the component units, which are self-supporting, the other enterprises receive subsidy
from the General Fund.

The City’s component unit enterprises are OMU, which provides the electric, light and
power system and the water works system, and ORA which operates the riverport and
navigational facilities.



b. Internal Service funds are used to accumulate and allocate costs internally among the
City’s various functions. The City uses internal service funds to account for its Facilities
Maintenance (buildings and grounds), Insurance, Garage, and Fleet and Facilities
Service (fleet and long-term buildings and vehicle expenses) operations. Internal Service
Funds have been included within governmental activities in the government-wide
financial statements because these funds predominantly benefit governmental functions
versus business-type functions.

Proprietary fund statements provide the same kind of information as government-wide
financial statements, but in greater detail. Individual data for the proprietary fund financial
statements is presented in the form of combining statements at pages 24-26 of this report.
Individual data for the internal service fund financial statements are likewise presented in the
form of combining statements at pages 91-93 of this report.

3) Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government and are not reflected in government-wide financial statements
because those resources are not available to support City programs. Individual data for the
City's four fiduciary funds (City Employees’ Pension, Police and Firefighters’ Retirement,
County Occupational Tax, and School District Tax) are presented in the form of combining
statements at pages 94-97 of this report.

C. Notes to the Financial Statements

These notes provide additional information crucial to fully understanding data provided in the
government-wide and fund financial statements. Notes to the financial statements can be found
at pages 31-74 of this report.

D. Other Information

In addition to basic financial statements and accompanying notes, this report also presents certain
required supplementary information (RSI) concerning City funding of its obligation to provide
pension benefits to its employees and budgetary comparison schedules for the General Fund.
RSI also includes budgetary comparison schedules for Your Community Vision and Downtown
Development and Revitalization. Required supplementary information can be found on pages 75-
81 of this report. '

The combining statements referred to earlier in connection with non-major governmental funds
and internal service funds are presented immediately following the required supplementary
information. Combining and individual fund statements and schedules can be found on pages 82-
99 of this report.

Government-Wide Financial Analysis

As previously indicated, net assets may serve over time as a useful indicator of the City’s financial
position. City assets exceeded liabilities by $138.1 million at June 30, 2011.

The largest portion of the City's net assets, $62.8 million, or 45%, reflects its investment in capital
assets, net of related debt used to acquire those assets. The City uses these capital assets to provide
service to citizens and as a result, these assets are not available for future spending. The City's capital
assets are reported net of related debt, but the resources to pay this debt must be provided from other
sources since the capital assets cannot be used to liquidate the liabilities.

An additional portion of City net assets, $39.5 million, or 29%, represents resources that are subject to
external restrictions on how they may be used. The remaining balance of $35.8 million, or 26%,
represents unrestricted net assets that may be used to meet the City's ongoing obligations to citizens
and creditors.

-10-



At the end of the last fiscal year, the City was able to report positive balances in all three categories of
net assets, both for the government as a whole, as well as for its separate governmental and business-

type activities.

City of Owensboro Net Assets

Governmental Activities Business-Type Activities Total
2010 2011 2010 2011 2010 2011

Current and other assets $73,763,190  $96,262,742 $12,117,003 $12,852,858  $85,880,193 $109,115,600
Capital assets 116,891,284 139,103,729 4,090,975 3,790,528 120,982,259 142,894,257

Total assets $190,654,474 $235,366,471 $16,207,978 $16,643,386 $206,862,452 $252,009,857
Long-term liabilities

outstanding $62,128,353  $89,077,233 $337,027 $395,617  $62,465,380  $89,472,850
Other liabilities 11,197,349 24,133,735 354,609 328,097 11,551,958 24,461,832

Total liabilities $73,325,702 $113,210,968 $691,636 $723,714  $74,017,338 $113,934,682
Net assets:
Invested in capital assets, :

net of related debt $63,729,670  $59,036,580  $4,090,975  $3,790,528 $67,820,645 $62,827,108
Restricted 31,138,063 39,466,683 0 0 31,138,063 39,466,683
Unrestricted 22,461,039 23,652,240 11,425,367 12,129,144 33,886,406 35,781,384

Total net assets $117,328,772 $122,155,503 $15,516,342 $15,919,672 $132,845,114 $138,075,175

A. Analysis of the City’s Operations

The following table summarizes City operations for the year ended June 30, 2011. Governmental
activities increased City net assets by $4.8 million, primarily due to higher regulatory tax revenues
resulting from increased rates in support of the downtown development and revitalization effort,
higher occupational & net profit (NP) license fees resulting from higher wages paid and higher
profits earned by local businesses, and partially due to lower expenses resulting from savings
driven by the City’s Strategic Organization Plan. These savings were realized sooner than was
budgeted due to unexpected attrition. Business-type activities increased City net assets by $0.4

million.

Revenues:
Program revenues:
Charges for services
Operating grants/contrib
Capital grants/contributions
General revenues:
Property taxes
Occupational & NP License Fee
Regulatory taxes
Payment in lieu of taxes
Gain on sale of capital assets
Investment earnings
Intergovernmental revenues
Investment in joint venture
Miscellaneous
Total revenues

City of Owensboro — Changes in Net Assets

Governmental Activities Business-Type Activities Total

2010 2011 2010 2011 2010 2011
$3,468,060 $3,364,312 $6,871,827 $7,068,711  $10,339,887 $10,433,023
3,379,634 3,971,261 445,741 475,124 3,825,375 4,446,385
15,445,926 6,634,939 1,484,000 469,719 16,929,926 7,104,658
9,276,874 9,178,018 - - 9,276,874 9,178,018
17,092,624 18,005,265 - - 17,092,624 18,005,265
5,867,123 7,276,039 - - 5,867,123 7,276,039
2,015,823 1,990,074 - - 2,015,823 1,990,074
143,517 263,620 180,913 115,412 324,430 379,032
1,010,136 615,382 238,370 143,280 1,248,506 758,662
6,832,843 6,658,744 - - 6,832,843 6,658,744
755,383 (108,088) - - 755,383 (108,088)
317,574 276,035 - - 317,574 276,035
$65,605,517 $58,125,601 $9,220,851 $8,272,246 $74,826,368 $66,397,847
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IV. Financial Analysis of the City’s Funds

As was earlier stated, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

A.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows
and balances of spendable resources, which is useful in determining the City’s financing
requirements. Unassigned 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 governmental funds reported combined ending fund
balances of $49.8 million. Approximately $25 million is in restricted, and $14 million is in
committed. Approximately 22%, or $10.9 million, is unassigned fund balance, which is available
for spending at the government’s discretion.

The General Fund is the chief operating fund of the City. At the end of the 2010-2011 fiscal year,
the General Fund unassigned fund balance was $10,888,087, while total fund balance was
$10,949,528. As a measure of General Fund liquidity, readers may compare both unassigned
fund balance and total fund balance to total General Fund expenditures. Unassigned fund
balance represents 30% of total General Fund expenditures of $35.8 million, while total fund
balance represents 31% of total General Fund expenditures. The General Fund balance
increased by $1,267,915 during the 2010-2011 fiscal year. This increase is primarily due to
savings realized from lower salaries and benefits and partially due to timing in street resurfacing
and repairs (the budget for resurfacing and repairs was carried over to the next fiscal year).

The Your Community Vision Fund has a total fund balance of $7.6 million, which is all committed
fund balance.

The Downtown Development and Revitalization Fund has a fund balance of $23.7 million, with
$19.5 million in restricted fund balance and $4.3 million in committed fund balance.

The Debt Service Fund has a total fund balance of $81,862, all of which is restricted for payment
of debt service.

Proprietary Funds

The City’s proprietary funds provide the same information found in the government-wide financial
statements, but in more detail. Unrestricted net assets of the respective proprietary funds are:

Sanitation $10,568,249
Nonmajor Enterprise Funds $ 742,780

The change in net assets for the proprietary funds was $0.4 million. Sanitation increased
$493,407. Nonmajor Enterprise Funds decreased $126,979. Other factors concerning the
proprietary enterprise funds have been addressed in the discussion of Proprietary Funds on
pages 9-10.
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V. General Fund Budgetary Highlights

VI.

Differences between the original budget and the final amended budget resulted in a $1,619,310
increase in appropriations and transfers and can be briefly summarized as follows:

e $ 86,000 increase in Administration

e $ 4,623 increase in Community Development
e $ 377,052 increase in Engineering

e $ (14,782) decrease in Finance

e $ 231,290 increase in Fire

o $ (217,791) decrease in Information Technology
e $ 8,201 increase in Parks

e $ (19,634) decrease in Personnel

e $ (274,910) decrease in Police

e $ 13819 increase in Street

e $ 913,404 increase in General Government

e $ 41808 increase in Community Services

e $ 470,230 increase in transfers

The net budgetary increase due to appropriations and transfers of $1,619,310 was deducted from the
available fund balance.

The decreases are primarily due to vacant positions and overall savings in the Information Technology
and Police departments. The increases are due to various reasons as follows:

Engineering is due to carryovers from prior year for street maintenance.

Fire is primarily due to previous under paid overtime that was paid this year and unexpected
retirements.

General Government is primarily due to elimination of budgeted contingency.

Capital Asset and Debt Administration

A.

Capital Assets

The City’s investment in capital assets for governmental and business-type activities as of
June 30, 2011, is $143 million (net of accumulated depreciation). This investment in capital
assets includes land, buildings and system improvements, machinery and equipment, park
facilities, roads, highways and bridges, and construction in progress.

The City's multi-year Riverfront Development Project focuses on public and private enhancement
along the Owensboro Riverfront. The purpose of the Riverfront Development Project is to provide
public access to the river while stimulating economic growth in the downtown and riverfront areas.
Construction began in Spring 2009 on the $40 million project which will include a river wall, a
signature fountain, and significant additional green space. This project is funded primarily by a
federal grant and completion is expected in 2012.

The City has also begun a $99 million Downtown Redevelopment and Revitalization Project. The
City has partnered with Daviess County Fiscal Court in the development and financing of this
project with the City sponsoring $79 million of the project and the County sponsoring the
additional $20 million.
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Governmental Activities Business-Type Activities

Total

2010 2011 2010 2011 2010 2011
Land $20,802,899 $21,756,168  $118,739 $118,739 $20,921,638 $21,874,907
Land improvements 78,109,855 94,999,824 18,022 54,150 78,127,877 95,053,974
Buitdings 14,659,612 18,899,645 566,326 490,329 15,225,938 19,389,974
Vehicles 1,988,552 1,843,524 3,102,756 2,790,440 5,091,308 4,633,964
Machinery and
equipment 1,330,366 1,604,568 285,132 336,870 1,615,498 1,941,438
Total $116,891284  $139,103,729 $4,090,975 $3,790,528  $120,982,259 $142,894,257

Additional information on City capital assets can be found on pages 100-102 of this report and in

Footnote 5 at pages 48-50.

Long-Term Debt

At year end, the City had $86,077,201 in outstanding bonds and capital leases, compared to
$58,843,448 at June 30, 2010. That is a 46.3% increase as shown in the following table:

Governmental Activities

2010
General obligation bonds $47,493,000
Lease revenue bonds 405,000
Advance refunding bonds 1,390,000
Floating indebtedness funding bond 38,400
KIA loan payable 9,517,048
Total $58,843,448

2011

$68,024,000
345,000
1,130,000
34,100
16,544,101

$86,077,201

The City’s legal debt limit under Kentucky Constitution Section 158 is 10% of total assessed value
of taxable property in Owensboro; therefore the debt limit is $317,118,600. The City’s latest bond

rating is Aa3.

The City issues and incurs debt in order to fund capital improvement projects, purchase major
capital equipment facilities, and respond to other special funding needs. The City has a very low
amount of general obligation debt, which explains our large legal debt margin. Less than 5% of
the General Fund budget is expended for debt service, and thus has little impact on current and

future operations.

Additional information on City Long-Term Debt can be found in Footnote 6 at pages 51-60.

Types of Municipal Debt

i. Advance Refunding Bonds.

The City issued. General Obligation Public Projects

Refunding Bonds to advance refund the 1993 and 1994 Series Bonds, which reduced debt
service payments. During 2003-2004, the City issued General Obligation Refunding Bonds
to advance refund the Floating Indebtedness Bond, which reduced debt service payments.
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VI,

VIil.

iii. Floating Indebtedness Funding Bond. This debt was issued in early 2005 to finance the
remodeling of the new Owensboro Symphony offices.

iii. Lease Revenue Bonds. This debt was issued in May of 2001. The funds were used to
build a new pro shop at the City golf course and acquire land for the City’s newest park.

iv.  Kentucky Infrastructure Authority Loan Payable. This debt was issued in October of
2007. The proceeds were used to fund a stormwater separation project. The outstanding
amount as of June 30, 2011, is $16,544,101.

Economic Factors and Next Year’s Budgets and Rates

A.

Unemployment Rate. The unemployment rate for the City of Owensboro as of June 2011 was
8.4%. The state unemployment rate was 9.7%; the federal unemployment rate was 9.3%.

Inflationary Trends. Inflationary trends in the City compare favorably to state and national
trends.

Annexation Policy. Incentive investments in annexation and economic development should
enable revenue to increase significantly over the next 2-3 years. The City will continue to
aggressively pursue its annexation efforts as these efforts will insure long-term financial stability
for the City in terms of increased property taxes, occupational license fees, and occupational net
profit fees through mixed commercial, industrial, and residential development. City policy will
continue to provide annexation and economic development incentives that will pay for themselves
within five years of implementation and serve as incentive investments in future revenues to offset
the cost of providing services to the newly annexed areas. The policy of balanced and controlled
growth will be the City’s greatest challenge in the next 5-10 years.

Fleet and Facilities Maintenance Plan. The City’s strategy to continue to limit expenditure
growth and seek cost savings opportunities will insure that funds are available for needed capital
projects in the future. The City has been helped in this regard by implementation of the Fleet and
Facilities Maintenance Plan. This plan allows the City to make long-range plans for facility
maintenance and to replace vehicles at the optimal time to avoid high maintenance costs and take
advantage of a higher resale value.

Debt Service Payments. All future debt service payments must come from operating funds. As
a result, debt service requirements were an important consideration when preparing the
2011-2012 annual operating budget. Less than 5% of the General Fund budget is expended for
debt service. This does not now impact the City’s annual operating budget and should have little
impact on the operating budget in the future.

All these factors, in addition to current and future needs of the City of Owensboro, were considered
when the 2011-2012 City budget was prepared. The beginning general fund balance for fiscal year
2011-2012 is $10,949,528. The City estimated an ending fund balance of $10,949,879 (27.6% of
projected general fund revenues). The City is in good financial condition at the present time and no tax
increase is planned for this fiscal year.

Requests for Information

This financial report is designed to provide a general financial overview for those interested in the City of
Owensboro government finances. Questions or requests for additional financial information may be
addressed to James A. Fulkerson, Director of Finance and Support Services, City of Owensboro, 101
East Fourth Street, Owensboro, KY 42303.
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CITY OF OWENSBORO, KENTUCKY
STATEMENT OF NET ASSETS
June 30, 2011

Primary Government

Governmental Business-Type Component
Activities Activities Total Units
ASSETS
Equity in pooled deposits and investments $ 56.068.980 $ 11044444  $ 67,113424 % 2,531,707
Cash and cash equivalents:
In segregated accounts 137,333 7,775 145,108 12,172,893
With escrow agents 9 - 9 10,175,000
Temporary Investments - - - -
Receivables:
Accounts 450,496 38,880 489,376 13.873,147
Lease 16,580,679 - 16,580,679 -
Component units 199894 776,959 976,853 -
Taxes 2,524,219 - 2,524.219 -
Intergovernmental 5,054,869 126,489 5,181,358 -
Delinquent taxes receivable, net of
allowance for uncollectibles ot $160,000 75.186 - 75,186 -
Internal balances (818,115) 818.115 - -
Materials and supplies inventory 53,216 40,196 93,412 2,669,837
Prepaid items 23,363 - 23,363 352,985
Other current assets - - - 122,140
Restricted assets 81,853 - 81,853 100,915.324
Capital assets, net of accumulated depreciation:
Land 21,756,168 118.739 21,874,907 -
Depreciable capital assets 117,347,561 3,671,789 121,019,350 253,020,047
Other noncurrent assets 1,900,111 - 1,900,111 2,707,347
Deferred charges 365,431 - 365,431 2,536,268
[nvestment in joint venture 13,565,218 - 13,565,218 -
Total assets $ 235366471 % 16643386 §  252009.857 $ 401,076,695
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable $ 4694318 § 204,721  $ 4899039 $ 11,580.299
Accrued wages 440,901 - 440,901 -
Other accrued liabilities 782,674 121,051 903,725 412,533
Accrued interest payable 465,174 - 465,174 2,319,684
Other payables - - - 4,416,564
Intergovernmental payable 22,393 - 22,393 -
Component unit payable 193,180 - 193,180 -
Deferred revenue 17,535,095 2,325 17,537,420 4.625,730
Customers' advances - - - 383.597
Deterred gain - - - 366,551
Long-term liabilities:
Due within one year 2,501,607 8,300 2,509,907 18,770,185
Due in more than one year 86,575,626 387,317 86,962,943 193,852,610
Total liabilities 113,210,968 723,714 113,934,682 236,727,753
Net assets:
Invested in capital assets, net of related debt 59,036,580 3.790,528 62.827.108 86,746,983
Restricted for:
Capital projects 36,434,454 - 36434454 4,804,390
Economic development 2,546.866 - 2,546,866 -
Debt service - - - 18,229,546
Other purposes 485,363 - 485,363 25,229,106
Unrestricted 23,652,240 12,129,144 35,781,384 29,338,917
Total net assets 122,155,503 15919672 138,075,175 164,348,942
Total liabilities and net assets $ 235366471 % 16643,386 $ 252009857 $ 401,076,695

See Notes to Financial Statements
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ASSETS
Equity in pooled deposits and investments
Cash and cash equivalents:
In segregated accounts
With escrow agents
Receivables:
Accounts
Lease
Component units
Interfund
Taxes
Intergovernmental
Delinquent taxes receivable, net of
allowance for uncollectibles of $160,000
Materials and supplies inventory
Prepaid items
Restricted assets

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable

Accrued wages

Other accrued liabilities

Intergovernmental payable

Due to other funds

Component unit payable

Deferred revenue

Total liabilities

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

CITY OF OWENSBORO, KENTUCKY
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2011

Your Downtown
Community Development Debt Nonmajor Total
General Vision and Revitalization Service Governmental Governmental
Fund Fund Fund Fund Funds Funds

12174250 $§ 7,182,133 § 25.523,198 § - $ 5,192,507 $ 50,072,088
31.100 - - - - 31,100

- - - 9 - 9
228,742 - - - 219.956 448,698

- - - 16,580,679 - 16,580.679
199.894 - - - - 199.894
1.824,680 636,587 - - 62,952 2524219
377,343 1,166,866 - - 3.488.124 5,032,333
75,186 - - - - 75,186
17,561 - - - - 17,561

- - - 81,853 - 81,853
14,928,756 $ 8.985.586 % 25.523,198 $ 16662541 § 8.963,539 $  75.063,620
206,820 $ 603,801 $ 1.784,07V $ - $ 1,236,501 $ 3,831,193
433 812 3,886 - - 3,203 440,901
734,634 - 1,500 - - 736,134
22,393 - - - - 22,393
193,180 - - - - 193,180
2,388,389 777,219 - 16,580,679 313,028 20,059,315
3,979,228 1,384,906 1,785,571 16,580.679 1,552,732 25,283.116
17,561 - - - - 17.561

- - 19,470,354 81,862 5,779,166 25,331,382
43,880 7,600,680 4267273 - 1,631,641 13,543,474
10,888,087 - - - - 10,888,087
10,949,528 7,600,680 23,737,627 81,862 7,410,807 49,780,504
14928756 $ 8985586 % 25523198 § 16662541 $ 8,963,539 $ 75,063,620

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
June 30, 2011

Total fund balances - governmental funds $ 49,780,504
Amounts reported for governmental activities in the statement of net
assets are different because:
Capital assets used in governmental activities are not financial
resources, and therefore are not reported in the funds:
Cost $ 187,183,402
Accumulated depreciation (49,622,192) 137,561,210
Internal service funds are used by management to charge the costs
of certain activities to individual funds. The assets and liabilities
of the internal service funds are included in governmental
activities in the statement of net assets. 5,978,680
The City has an equity interest in a joint venture. This investment is not a
current financial resource, and therefore is not reported in the funds. 13,565,218
Certain assets not available to pay for current period expenditures:
Occupational and net profit taxes § 2,524,220
Negative net pension obligation 1,900,111
BAB interest subsidy receivable 22.536
Deferred issuance costs 365,431 4,812,298
Long-term liabilities are not due and payable in the current period, and
therefore are not reported as liabilities in governmental funds:
Long-term debt $ (86,077,201)
Accrued interest payable (465,174)
Debt issuance discounts 567,609
Deferred refunding charges 202,265
Compensated absences (3,769,906) (89,542,407)

Net assets of governmental activities

See Notes to Financial Statements
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues:
Real and personal property taxes
Occupational license fees
Net profit license tees
Regulatory license fees
Intergovernmental
[nvestment earnings
Fees, licenses and permits
Fines and forfeitures
Rentals
Charges for services
Contributions and donations
Dividends from component units
Payments in licu of taxes from component unit
Miscellaneous income

Total revenues

Expenditures:

Current:
General government
Public safety
Public works
Community and cultural
Community /economic development

Capital outlay

Debt service:
Principal
Interest
Issuance costs

Total expenditures
Excess (deficiency) of revenues over expenditures
Other financing sources (uses):
Sale of capital assets
Issuance of debt
Refunding bonds issued
Payment to bond refunding escrow
Discount on bonds issued
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances. beginning of year

Fund balances, end of year

$

$

CITY OF OWENSBORO, KENTUCKY

GOVERNMENTAL FUNDS
Year Ended June 30, 2011

Your Downtown
Community Development Debt Nonmajor Total
General Vision and Revitalization Service Governmental Governmental
Fund Fund Fund Fund Funds Funds

8972044 $ - $ - $ - $ 205975 $ 9,178,019
10,658,081 3,647,349 - - 397422 14,702,852
2,351,771 806,322 - - 10,489 3,168,582
4,489,533 - 2,641,190 - 145,316 7,276,039
3,287.494 399,925 - 131,863 6,829,083 10,648,365
161.431 104,940 199.586 (1,740) 83,388 547,605
482,621 41,419 - - - 524,040
111,517 - - - - 111,517

- - - 546,763 143,341 690,104
810,145 - - - - 810,145

- - - - 13,841 13.841
6215425 - - - - 6,215,425
1.990,074 - - - - 1,990,074
546,254 - 34,440 - 240,722 821416
40,076,390 4.999.955 2,875,216 676,886 8,069,577 56,698,024
7.493.690 - - - - 7,493,690
18,947,802 - - - 332,230 19,280.032
3,406,459 973,629 - - 897,089 5277177
4339919 - - - - 4339919
363,386 - 1,742,852 - 1,068,169 3,174,407
1,222,486 8,733,934 7.362,660 - 14,090,509 31,409,589

- - - 8,618,300 - 8,618,300

- - - 1,946,891 - 1,946,891

- - 111,825 - 72,956 184,781
35,773,742 9,707.563 9.217 337 10,565,191 16,460,953 81,724,786
4,302,648 (4,707 ,608) (6,342,121) (9.888,305) (8.391.376) (25,026,762)
121,173 - 48,831 - 104,374 274,378

- 7,027,052 20,460,000 - 8.365,000 35,852,052
- - (350,588) - (110,208) (460,796)
1,400,903 - - 9,808,195 891,167 12,100,265
(4,556,809) (7,.913.825) (650,000) - (143,919) (13,264,553)
(3,034.733) (886,773) 19,508,243 9,808,195 9,106,414 34,501,346
1,267,915 (5,594,381) 13,166,122 (80,110) 715,038 9474584
9,681,613 13,195,061 10,571,505 161,972 6,695,769 40,305,920
10,949,528 § 7600680 $ 23737627 $ 81.862 $ 7.410,807 $ 49,780,504

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2011

Net change in fund balances - total governmental funds $ 9.474,584

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense :
Capital outlays $ 29,184,926
Depreciation expense (6,773,647) 22,411,279

Governmental funds report the disposal of capital assets to the extent proceeds
are received. However, the statement of activities reports the gain or loss. (10,758)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds:

Occupational and net profit taxes $ 133,831
Increase in BAB interest subsidy receivable 22,536
Decrease in investment in joint venture (108,088) 48,279

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the
cutrent financial resources of governmental funds. Neither transaction, however,
has any effect on net assets. Also, governmental funds report the effect.of
issuance costs and similar items when debt is first issued, whereas these
amounts are deferred and amortized in the statement of activities:

Debt principal payments $ 8618300

Proceeds from debt issuance (35,852,053)

Bond issuance costs 184,781

Amortization of bond issuance costs (67,792)

Discount on bonds issued 460,796

Amortization of refunding costs and issuance discounts (132,578) (26,788,546)

Certain 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:

Increase in compensated absences liability $ (43,345)
Decrease in negative net pension obligation (265,082)
Increase in accrued interest payable (163,401) (471,828)

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The net revenue of the internal service funds is

reported with governmental activities. 163,721
Change in net assets of governmental activities $ 4,826,731

See Notes to Financial Statements
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ASSETS
Current assets:
Equity in pooled deposits and investments
Cash and cash equivalents:
In segregated accounts
Receivables:
Accounts
Component units
Intergovernmental
Materials and supplies inventory
Prepaid expenses

Total current assets

Noncurrent assets:

Capital assets. net of accumulated depreciation:

Land
Depreciable capital assets

Total noncurrent assets
Total assets
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued labilities
Compensated absences
Deferred revenue

Total current habilities

Non-current liabilities:
Compensated absences

Total non-current liabilities
Total liabilities
Net assets:
Invested in capital assets
Unrestricted
Total net assets

Total labilities and net assets

Total net assets

CITY OF OWENSBORO, KENTUCKY
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2011

Adjustment to retlect the consolidation of internal
service fund activities related to enterprise funds

Net assets of business-type activities

Business-Type Activities Governmental

Enterprise Funds Activities-

Sanitation Nonmajor Internal Service
Fund Enterprise Funds Total Funds

$ 10,176,055 $ 868.389 11,044,444 $ 5,996,892
300 7.475 7,775 106,233
6.823 32,057 38.880 1,798

738.662 38,297 776,959 -

- 126,489 126,489 -
5,106 35,090 40,196 35,655
- - - 23,363
10,926,946 1,107,797 12,034,743 6.163.941

13,000 105,739 118,739 -
1,908.756 1,763.033 3,671,789 1.542,519
1,921,756 1,868,772 3,790,528 1,542,519
$ 12,848,702 $ 2.976.569 15,825,271 $ 7,706,460
$ 135,814 $ 68,907 204,721 $ 863.125
47,335 73,716 121,051 46,540

4328 3972 8,300 -

- 2,325 2,325 -
187.477 148,920 336,397 909,665

171,220 216,097 387317 -

171,220 216,097 387,317 -
358,697 365,017 723,714 909,665
1,921.756 1,868,772 3,790,528 1,542,519
10,568,249 742.780 11.311,029 5,254,276
12,490,005 2,611,552 15,101,557 6,796,795
$ 12,848,702 $ 2.976.569 15,825,271 $ 7,706,460

15,101,557
818.115

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
Year Ended June 30, 2011

Business-Type Activities Governmental
Enterprise Funds Activities-
Sanitation Nonmajor Internal Service
Fund Enterprise Funds Total Funds
Operating revenues:

Charges for services $ 5169425 § 1.857.506 $ 7.026931 §$ 9.893.306
Miscellaneous income 41,780 - 41,780 -
Total operating revenues 5.211.205 1.857,506 7.068.711 9.893.306

Operating expenses:

Salaries, wages, and benefits 1,695.132 2,224.273 3.919.405 2,052.264

Maintenance 584,246 785,493 1.369.739 1.592,683

Utilities 8.132 235,822 243,954 28314

Administrative - - - 284.808

Supplies 333.710 590.525 924,235 795,647

Other 1.803.,022 381,169 2.184.191 40.608

Claims - - - 4,289,189

Depreciation 448,372 427,666 876.038 623,346
Total operating expenses 4,872,614 4.644,948 9,517.562 9,706.859
Operating income (loss) 338,591 (2.787,442) (2,448.,851) 186,447
Nonoperating revenues:

Gain on sale of capital assets 12,427 102,985 115412 82.399

Investment earnings 142,389 891 143,280 67,777

Operating grants - 475.124 475.124 -
Total nonoperating revenues 154.816 579,000 733.816 150,176
Income (loss) before contributions and transfers 493,407 (2.208.442) (1,715.,035) 336,623
Capital contributions - grants - 469,719 469,719 -
Transfers in - 1,636,702 1,636.702 -
Transfers out - (24,958) (24.958) (136.000)
Change in net assets 493,407 (126.979) 366.428 200,623
Net assets, beginning of year 11.996.598 2,738,531 14,735,129 6.596.172
Net assets, end of year $ 12,490,005 $ 2,611,552 § 15,101,557 $ 6,796,795

Change in net assets $ 366.428

Adjustment to reflect the consolidation of internal

service fund activities related to enterprise funds 36,902
Change in net assets of business-type activities $ 403.330

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended June 30, 2011

Business-Type Activities

Enterprise Funds Governmental
Nonmajor Activities-
Sanitation Enterprise Internal Service
Fund Funds Total Funds
Cash flows from operating activities:

Cash received from customers $ 5161409 $ 1894550 $ 7055959 § 9,891.508

Other cash receipts 41,780 - 41,780 -

Cash payments to employees for services (1,660.794) (2.169,558) (3.830,352) (2,054.865)

Cash payments to suppliers (2,733,350) (2,060,746) (4,794,096) (2.446,072)

Cash payments for intertund services used - - - -

Cash payments for claims - - - (4.289.189)
Net cash provided by (used in) operating activities 809.045 (2,335,754) (1,526.709) 1,101,382
Cash flows from noncapital financing activities:

Operating grants - 464,333 464,333 -

Transfers in - 1,636,702 1,636,702 -

Transfers out - (24,958) (24,958) (136.000)
Net cash provided by (used in) noncapital financing

activities - 2.076.077 2,076,077 (136,000)
Cash flows from capital and related

financing activities:

Proceeds from sale of capital assets 12,427 102,985 115412 87.032

Capital contributions - grants - 460,958 460,958 -

Payments for capital acquisitions (429.080) (146,511) (575,591 (439.902)
Net cash used in capital and related

financing activities (416.653) 417,432 779 (352,870)
Cash flows from investing activities:

Interest on investments 142,389 891 143,280 67,777
Net increase in cash and cash equivalents 534,781 158,646 693,427 630,289
Equity in pooled cash and deposits, and

cash and cash equivalents, beginning of year 9,641,574 717,218 10,358,792 5,422 836
Equity in pooled cash and deposits, and

cash and cash equivalents, end of year $ 10,176355 $ 875864 $ 11052219 $§ 6,103,125
Reconciliation of operating income (loss)

to net cash provided by (used in) operating

activities:

Operating income (loss) $ 338591 § (2.787.442) $ (2.448851) $ 186,447
Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:
Depreciation 448,372 427,666 876,038 623,346
Change in assets and liabilities:
(Increase) decrease in assets:
Accounts receivable (882) 38.904 38,022 (1.798)
Component unit receivable (7.134) (2,657) (9,791) -
Materials and supplies inventory 4.191 (18,396) (14,205) (6.372)
Prepaid expenses - - - (2,592)
Increase (decrease) in liabilities:
Accounts payable (843D (49.354) (57,785) 304,952
Unearned revenue - 810 810 -
Accrued liabilities 12,362 18,101 30,463 (2,601)
Compensated absences 21976 36,614 58.590 -
Interfund payables - - - -
Net cash provided by (used in) operating activities $ 809.045 $ (2.335754) $_(1.526,709) $ 1.101.382

See Notes to Financial Statements

-26-



CITY OF OWENSBORO, KENTUCKY
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
June 30, 2011

ASSETS
Equity in pooled deposits and investments
Cash and cash equivalents
Cash and cash equivalents, restricted
Interest receivable
Intergovernmental receivable
[nvestments, at fair value:
Mutual funds
Investments at fair value, restricted:
Mutual funds

Total assets

LIABILITIES
Pension payable
Other

Total liabilities

NET ASSETS
Held in trust for pension benefits
Held in trust for debt service

Held in trust for external pool participants

Total net assets

Pension
Trust
Funds

Investment
Trust
Fund

Agency
Funds

$

5,030,016 §
4,968
16,537
13,883

4,490,792

1,261,888

7,846,689

$

10,818,084

7,846,689

117,878

101,639
1,408

117,878

103,047

117,878

9,433,548
1,281,489

7,846,689

$

10,715,037  $

7,846,689

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

Year Ended June 30, 2011
Pension Investment
Trust Trust
Funds Fund
Additions:
Purchases of pool units $ - 26,134,924
Contributions:
Employer - -
Other 3,312 -
Total contributions 3,312 -
Investment earnings:
Net appreciation (depreciation) in fair value of investments 888,372 (60,135)
Interest 221,193 663,731
Total investment earnings 1,109,565 26,738,520
Less investment expense 6,356 -
Net investment earnings 1,103,209 26,738,520
Total additions 1,106,521 26,738,520
Deductions:
Benefits 1,486,623 -
Transfer to debt service fund 311,456 -
Redemption of pool units - 31,002,239
Total deductions 1,798,079 31,002,239
Change in net assets (691,558) (4,263,719)
Net assets, beginning of year 11,406,595 12,110,408
Net assets, end of year $ 10,715,037 % 7,846,689

See Notes to Financial Statements
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CITY OF OWENSBORO, KENTUCKY
STATEMENT OF NET ASSETS
COMPONENT UNITS

ASSETS
Equity in pooled deposits and investments
Cash and cash equivalents:
In segregated accounts
Temporary investments
Accounts receivable (less allowance of $76,896
and $0 for OMU and ORA, respectively)
Material and supplies inventory
Prepaid items
Other current assets
Restricted assets
Capital assets, net of accumulated depreciation
Other noncurrent assets
Deferred charges

Total assets

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable
Accrued liabilities
Accrued interest payable
Other payables
Deferred revenue
Customers’ advances
Deferred gain
Non-current liabilities:
Due within one year
Due in more than one year

Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Debt service
Other purposes
Unrestricted

Total net assets

Total liabilities and net assets

See Notes to Financial Statements

$

June 30, 2011

Owensboro Owensboro
Municipal Riverport
Utilities Authority Total
- $ 2,531,707  § 2,531,707
11,030,622 1,142,271 12,172,893
10,175,000 - 10,175,000
13,325,709 547,438 13,873,147
2,669,837 - 2,669,837
329,070 23,915 352,985
94,181 27,959 122,140
100,915,324 - 100,915,324
229,378,887 23,641,160 253,020,047
- 2,707,347 2,707,347
2,536,268 - 2,536,268
370,454,898 $ 30,621,797 $ 401,076,695
11,451,765 % 128,534 § 11,580,299
- 412,533 412,533
2,319,684 - 2,319,684
4,359,064 57,500 4,416,564
4,557,767 67,963 4,625,730
383,597 - 383,597
- 366,551 366,551
17,836,090 934,095 18,770,185
188,366,072 5,486,538 193,852,610
229,274,039 7,453,714 236,727,753
67,188,135 19,558,848 86,746,983
4,804,390 - 4,804,390
18,229,546 - 18,229,546
25,229,106 - 25,229,106
25,729,682 3,609,235 29,338,917
141,180,859 23,168,083 164,348,942
370,454,898 § 30,621,797 § 401,076,695
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1.

CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

Reporting Entity

The City is a municipal corporation governed by an elected mayor and four-member
commission. As required by generally accepted accounting principles, these financial
statements present the government and its component units, entities for which the gov-
ernment is considered to be financially accountable. Blended component units, although
legally separate entities are, in substance, part of the government’s operations and so
data from these units are combined with data of the primary government. Discretely
presented component units, on the other hand, are reported in a separate column in the
combined financial statements to emphasize that they are legally separate from the gov-
ernment. Individual discretely presented component units are presented in the combin-
ing component units financial statements.

Blended Component Unit:

Established in 1967 pursuant to Kentucky Revised Statute (KRS) 273, the Owensboro
Municipal Improvement Corporation (OMIC) has been presented as a blended compo-
nent unit because the entity’s governing body is substantially the same as the governing
body of the City, and because its only purpose is to provide a financing vehicle for the
acquisition of property to be dedicated to public use by the City. The Corporation has no
separate existence apart from the City.

Discretely Presented Component Units:

The component units column in the government-wide financial statements includes the
financial data of the City’s other component units. They are reported in a separate col-
umn to emphasize that they are legally separate from the City. Combining financial
statements for the discretely presented component units are included within this report.
Separate financial statements of the individual component units can be requested from
the City’'s Finance Director. The following component units are included in the City’s re-
porting entity because the primary government is financially accountable for, and is able
to impose its will upon, the organizations.

Owensboro Municipal Utilities

Owensboro Municipal Utilities (OMU) is managed, controlled and operated by the City
Utility Commission, established by the City in 1940. OMU consists of the Electric Light
and Power System and the Water Works System. The fiscal year-end for OMU is
May 31; data presented for OMU is as of and for the year ended May 31, 2011. There
were no intervening events that would materially affect financial position or results of op-
erations of the City.

OMU is subject to regulation, including establishment of rates charged for utility services,
by the City, or set forth in applicable City ordinance. City officials select the Board of Di-
rectors. The City is contingently responsible for the bonded debt of OMU since the debt
is in the City’s name as required by Kentucky statutes. OMU is presented as an enter-
prise fund.
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1.

CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Owensboro Riverport Authority and Affiliate

The Owensboro Riverport Authority (Authority) was created by ordinance on
September 9, 1966, for the purpose of establishing, maintaining, operating and expand-
ing necessary and proper riverport and navigational facilities for the purpose of attracting
river-oriented industry. The City selects the Authority’s board of directors. The Authority
is presented as an enterprise fund.

In accordance with the KRS, the Authority organized Owensboro Riverport Properties,
Inc. (Affiliate), a non-stock, non-profit corporation in January 2005. The Authority has a
100% ownership interest in the Affiliate, which owns commercial and industrial public
properties. All material intercompany accounts and transactions have been eliminated in
consolidation.

Related Organization:

The City is responsible for appointing four members to the board of the Regional Water
Resource Agency (RWRA). RWRA was established through an ordinance dated Octo-
ber 18, 1994, as a legally separate entity which administers and provides regional com-
prehensive wastewater services for Owensboro and Daviess County, excluding the Fa-
cilities Planning Area boundary of the City of Whitesville. The Board consists of seven
members, the remaining three of which are appointed by the Daviess County Judge-
Executive. RWRA has currently contracted with the City to provide financial and per-
sonnel services. The City’s responsibility does not extend beyond appointing authority
and the City is not financially accountable for the activities of RWRA. Separate financial
statements for RWRA may be obtained from the City’s Finance Director.

Government-Wide and Fund 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 non-fiduciary activities of the pri-
mary government and its component units. For the most part, the effect of interfund ac-
tivity has been removed from these statements. Government activities, which normally
are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for sup-
port. Likewise, the primary government is reported separately from certain legally sepa-
rate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues in-
clude 1) charges to customer 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.

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide fi-
nancial statements. Major individual governmental funds and major individual enterprise
funds are reported as separate columns in the fund financial statements.
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1.

CITY OF OWENSBORO, KENTUCKY
NQTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

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, as are the proprietary fund and
fiduciary fund 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 im-
posed by the provider have been met.

Governmental fund financial statements are reported using the current financial re-
sources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are con-
sidered 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 govern-
ment 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 in-
curred, as under accrual accounting. However, the 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, licenses, 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 government.

The City reports the following governmental funds:
General Fund

The General Fund is the general operating fund of the City. All general tax reve-
nues and other receipts that are not allocated by law, ordinance or contractual
agreement to some other fund are accounted for in this fund. From this fund are
paid the general operating expenditures, the fixed charges and the capital im-
provement costs that are not paid through other funds. This is a major fund of
the City.

Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resources and
payment of general obligation bond principal and interest from governmental re-
sources. This is a major fund of the City.

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally
restricted to expenditures for particular purposes, and are as follows:
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1.

CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Proprietary Funds

Proprietary fund reporting focuses on changes in net assets, financial position
and cash flows. The City reports the following proprietary funds, which are clas-
sified as either enterprise or internal service.

Enterprise Funds

Enterprise funds are used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises - where the in-
tent of the governing body is that the costs (expenses, including depreciation)
of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges; or (b) where the gov-
erning body has decided that periodic determinations of revenues earned,
expenses incurred and/or net income is appropriate for capital maintenance,
public policy, management control, accountability or other purposes. The
City reports the following enterprise funds:

Sanitation Fund — established as a means of more effectively managing
and accounting for operations of the City Sanitation Department. This is
a major fund of the City.

Transit Fund — established for the purpose of managing and accounting
for the operations of the City’s Transit Department.

Geographic Information System Fund (GIS) — established for the purpose
of managing and accounting for the activity of the GIS Division of the
City’s Information Technology Department.

Parking Garage Operations Fund — established for the purpose of manag-
ing and accounting for the operations of the City’s parking garage. At the
beginning of fiscal year 2011, this activity was transferred to the General
Fund.

Recreation Fund — established for the purpose of managing and account-
ing for the operations of the City’'s swimming pools, golf courses, ice
arena, and Sportscenter.

Internal Service Funds

Internal Service Funds are used to account for the financing of goods and
services provided by one department or agency to other departments or
agencies of the City on a user charge basis. The internal service funds of the
City are as follows:

Facilities Maintenance Fund — established to account for maintenance
provided to departments within the City.

Insurance Fund — established to account for the City's health and workers’
compensation insurance programs.

Garage Service Fund — established to account for garage maintenance
provided to departments within the City.
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1.

CITY OF OWENSBORO, KENTUCKY

NOTES TO THE BASIC FINANCIAL STATEMENTS, continued

Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fleet and Facilities Fund — established to account for foreseeable capital
expenditures and to straight-line their cost over thirty years.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. The
fiduciary fund category is split into four classifications: pension trust funds, in-
vestment trust funds, private-purpose trust funds, and agency funds. Trust funds
are used to account for assets held by the City under a trust agreement for indi-
viduals, private organizations, or other governments, and are therefore not avail-
able to support the City’'s own programs. The various pension trust, investment
trust, and agency funds of the City are as follows:

City Employees’ Pension Fund

The City Employees’ Pension Fund (a contributory defined benefit plan)
was created by ordinance, August 13, 1946, under KRS 90.310-90.410.
It covers all employees of the City of Owensboro and Owensboro Munici-
pal Utilities, except for the Owensboro Riverport Authority, the City's po-
lice and firefighters and those employees who elected to transfer into the
CERS.

Police and Firefighters Retirement Fund

The Police and Firefighters Retirement Fund (a contributory defined
benefit plan) was created by ordinance, March 26, 1928, under KRS
95.851-95.991. It covers employees of the City of Owensboro in the po-
lice and fire departments that elected not to transfer into the CERS.

Investment Trust Fund

Established to account for monies of legally separate entities that partici-
pate in the City-sponsored external investment pool. The Investment
Trust Fund is accounted for using the economic resources measurement
focus and the accrual basis of accounting.

Agency Funds

The agency funds are custodial in nature and do not present results of
operations or have a measurement focus. The funds are used to account
for assets that the government holds for others in an agency capacity.
The School District Tax Fund accounts for school district tax collection
and payment to the Owensboro Board of Education. The County Occu-
pational Tax Fund accounts for occupational tax collection and payment
to Daviess County, Kentucky.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in both the government-wide and proprietary
fund financial statements to the extent that those standards do not conflict with or con-
tradict 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.
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

As a general rule, the effect of interfund activity has been eliminated from the govern-
ment-wide financial statements. Exceptions to this general rule are payments-in-lieu of
taxes received from one of the City’s component units. Elimination of these charges
would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenues include 1) charges to customers or applicants
for goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions, including special assessments. Internally dedicated re-
sources are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenues of the City’s enterprise funds are charges
to customers for sales and services. Operating expenses for enterprise funds and inter-
nal service 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 non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s pol-
icy to use restricted resources first, then unrestricted resources as they are needed.

Revenues — Exchange and Non-Exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basis when the exchange takes
place. On a modified accrual basis, revenue is recorded in the fiscal year in which the
resources are measurable and become available. Available means that the resources
will be collected within the current fiscal year or are expected to be collected soon
enough thereafter to be used to pay liabilities of the current fiscal year. For the City,
available means expected to be received within thirty-one days of year-end.

Non-exchange transactions, in which the City receives value without directly giving equal
value in return, include income taxes, property taxes, grants, entitlements and donations.
On an accrual basis, revenue from income taxes is recognized in the period in which the
income is earned. The City considers property taxes as available if they are collected
within sixty days after year-end. Revenue from grants, entitlements, and donations is
recognized in the year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources
are required to be used or the year when use is first permitted, matching requirements,
in which the City must provide local resources to be used for a specified purpose, and
expenditure requirements, in which the resources are provided to the City on a reim-
bursement basis. On a modified accrual basis, revenue from non-exchange transactions
must also be available before it can be recognized.

The following is a list of primary revenue sources which have been treated as suscepti-
ble to accrual under the modified accrual basis, and which have not:
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

()

(9)

(h)

Susceptible Not Susceptible
Taxes Licenses and permits
Intergovernmental

Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria
have been satisfied.

Special assessments not received within the available period and grants and entitle-
ments received before the eligibility requirements are met are also recorded as deferred
revenue.

On governmental fund financial statements, receivables that will not be collected within
the available period have also been reported as deferred revenue.

Deposits and Investments

City Ordinance 2-76 requires all City deposits to be secured by bonds or other securities
of the U.S. Government, bonds of the City redeemable from taxes collected by the City
or by other certificates of indebtedness of cities or corporations, which shall have a fair
value equal or greater than the amount of the deposits which may exist from time to
time.

The City’s cash and cash equivalents are considered to be cash on hand, demand de-
posits and all highly liquid investments (including restricted assets) with a maturity of
three months or less from the date of acquisition.

The City has segregated bank accounts for monies held separate from the City’s central
bank account. These interest-bearing depository accounts are presented on the state-
ment of net assets as “cash and cash equivalents in segregated accounts” since they
are not required to be deposited into the City’s treasury.

Investments are stated at fair value. Fair values are obtained from market quotations on
the last business day of the fiscal year. The market quotations are obtained from na-
tional security exchanges or other published sources. Kentucky Revised Statute 66.480
permits the City to invest in U.S. Treasury obligations, U.S. Agency obligations, certain
Federal instruments, repurchase agreements, commercial banks’ certificates of deposits,
savings and loan deposits and the Commonwealth of Kentucky Investment Pool.

Materials and Supplies Inventory

Inventory is valued at cost, which approximates market, using the first-inffirst-out (FIFO)
method. Inventory consists of expendable supplies held for consumption. The cost is
recorded as an asset at the time individual inventory items are purchased and as an ex-
penditure when used (consumption method).

Capital Assets

General capital assets are those assets not specifically related to activities reported in
the proprietary funds. These assets generally result from expenditures in the govern-
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

()

(k)

mental 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 retirements during the year. Donated capital assets are recorded at their
fair market values as of the date received. The City maintains a capitalization threshold
of five thousand dollars. The City's infrastructure consists of bridges, culverts, curbs,
sidewalks, storm sewers, streets, irrigation systems and water and sewer lines. Im-
provements are capitalized; the cost of normal maintenance and repairs that do not add
to the value of the asset or materially extend an asset’s life are not. Interest incurred
during the construction of capital assets is also capitalized.

All reported capital assets are depreciated except for land and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital as-
sets. Useful lives for infrastructure are estimated based on the City’s historical records
of necessary improvements and replacement. Depreciation is computed using the
straight-line method over the following useful lives:

Governmental Activities ~ Business-Type Activities

Description Estimated Lives Estimated Lives
Land Improvements 20 years 3-30 years
Machinery and Equipment 3-9 years 2-25 years
Buildings 30 years 20-60 years
Vehicles 4-6 years 4-10 years
Infrastructure 20 years n/a

Property Taxes

Property taxes are recognized as revenue to the extent that they are both measurable
and available; an appropriate allowance is established for the portion that is estimated to
be uncollectible.

Compensated Absences

The City’s policies regarding vacation time permit employees to accumulate earned but
unused vacation leave. Sick pay is accumulated to one hundred days; thereafter, em-
ployees are compensated for sick pay earned and not taken up to a maximum of twelve
days annually. The liability for these compensated absences is recorded as long-term
debt and an expense when earned in the government-wide statements. The current por-
tion of this debt is estimated based on historical trends. A liability for these amounts is
reported in governmental funds only if they have matured, for example, as a result of
employee resignation or retirement.

Interfund Balances

On fund financial statements, long-term interfund loans are classified as “advances
to/from other funds” on the balance sheet and are equally offset by a fund balance re-
serve account which indicates that they do not constitute available expendable re-
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

()

(m)

(n)

sources. These amounts are eliminated in the governmental and business-type activi-
ties columns of the statement of net assets, except for any net residual amounts due be-
tween governmental and business-type activities, which are presented as internal bal-
ances.

Accrued Liability and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the govern-
ment-wide financial statements, and all payables, accrued liabilities and long-term obli-
gations payable from proprietary funds are reported on the proprietary fund financial
statements.

In general, governmental fund payables and accrued liabilities that, once incurred, are
paid in a timely manner and in full from current financial resources are reported as obli-
gations of the funds. However, claims and judgments, and compensated absences that
will be paid from governmental funds are reported as a liability in the fund financial
statements only to the extent that they are due for payment during the current year.
Bonds, capital leases and long-term loans are recognized as a liability in the fund finan-
cial statements when due.

Bond Discounts/Issuance Costs

In governmental fund financial statements, bond discounts and issuance costs are rec-
ognized in the current period. In the government-wide financial statements and proprie-
tary fund types in the fund financial statements, bond premiums and discounts, as well
as issuance costs, are deferred and amortized over the life of the bonds using the
bonds-outstanding method, which approximates the effective interest method.

Fund Balance Classification

The City follows GASB Statement No. 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 constraints placed on a government’s
fund balances more transparent. The following classifications describe the relative
strength of the spending constraints:

+ Nonspendable fund balance—amounts that are not in 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.

e Committed fund balance—amounts constrained to specific purposes by the
City itself, using its highest level of decision-making authority (i.e., City Commis-
sion). To be reported as committed, amounts cannot be used for any other pur-
pose unless the City takes the same highest level action to remove or change the
constraint.

e Assigned fund balance—amounts the City intends to use for a specific pur-
pose. Intent can be expressed by the City Commission or by an official or body
to which the City Commission delegates the authority.
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(0)

(P)

(a)

e Unassigned fund balance—amounts that are available for any purpose.
Positive amounts are reported only in the general fund.

The City Commission establishes (and modifies or rescinds) fund balance commitments
by passage of an ordinance or resolution. This is typically done through adoption and
amendment of the budget. A fund balance commitment is further indicated in the budget
document as a designation or commitment of the fund (such as for special incentives).
Assigned fund balance is established by City Commission through adoption or amend-
ment of the budget as intended for specific purpose (such as the purchase of fixed as-
sets, construction, debt service, or for other purposes).

The City would typically use Restricted fund balances first, followed by Committed
resources, and then Assigned resources, as appropriate opportunities arise, but re-
serves the right to selectively spend Unassigned resources first to defer the use of these
other classified funds.

In the General Fund, the City strives to maintain an unassigned fund balance to be used
for unanticipated emergencies of approximately 15% of the actual GAAP (Generally
Accepted Accounting Principles) basis expenditures and other financing sources and
uses.

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 de-
preciation, reduced by the outstanding balances of any borrowing used for the acquisi-
tion, construction or improvement of those assets. Net assets are reported as restricted
when there are limitations imposed on their use either through the enabling legislation
adopted by the City or through external restrictions imposed by creditors, grantors, or
laws or regulations of other governments.

Interfund Activity

Transfers between governmental and business-type activities on the government-wide
financial statements are reported in the same manner as general revenues.

Exchange transactions between funds are reported as revenues in the seller funds and
as expenditures/expenses in the purchaser funds. Flows of cash or goods from one
fund to another without a requirement for repayment are reported as interfund transfers.
Interfund transfers are reported as other financing sources/uses in governmental funds
and after non-operating revenues/expenses in proprietary funds. Repayments from
funds responsible for particular expenditures/expenses to the funds that initially paid for
them are not presented on the financial statement.

Extraordinary and Special ltems

Extraordinary items are transactions or events that are both unusual in nature and infre-
quent in occurrence. Special items are transactions or events that are within the control
of City administration and that are either unusual in nature or infrequent in occurrence.
Neither type of transaction occurred during fiscal year ended June 30, 2011.
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CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(r) Estimates

Preparation of financial statements in conformity with U.S. generally accepted account-
ing principles generally accepted in the United States of America requires management
to make estimates and assumptions that affect the reported amounts of assets and li-
abilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses/expenditures during
the reporting period. Actual results could differ from those estimates.

(s) Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds, except for the Capital Projects Funds and the Debt
Service Fund because effective budgetary control is alternately achieved through project
budgets, bond indenture provisions and City ordinances, respectively.

Budgets for the General and Special Revenue Funds are adopted on the modified ac-
crual basis. Encumbrance accounting, under which purchase orders, contracts and
other commitments for the use of resources are reflected in order to reserve that portion
of the applicable appropriation, is employed as an extension of formal budgetary integra-
tion in the General Fund and Special Revenue Funds for which annual budgets have
been adopted.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year end are included in restricted, commit-
ted, or assigned fund balance, as appropriate, and do not constitute expenditures or li-
abilities because the commitments will be reappropriated and honored during the subse-
quent year.

PROPERTY TAXES

Property taxes attach as a lien on property as of January 1 each year. Property values are as-
sessed on January 1 of each year. These taxes are levied annually by ordinance, usually in
September, and are payable in one installment on or before November 1. The tax rate and as-
sessed valuation, a County government function, are not known until September of the year.
The City bills and collects its own property taxes as well as the taxes for the Owensboro Board
of Education. Collections of the school taxes are remitted to the Board each month based upon
collections in the previous month.

The City is permitted by Section 157 of the Constitution of Kentucky to levy taxes up to $1.50
per $100 of assessed valuation for general governmental services other than school purposes.
The real property tax rate to finance general governmental services other than school purposes
for the year ended June 30, 2011, was $.2593 per $100, which means that the City has a tax
margin of $1.2407 per $100, on the assessed valuation of $2,650,840,614. Although this tax
margin would indicate significantly higher potential tax revenues, the City is subject to a recall
petition if it levies a tax rate that will produce revenue 4% greater, exclusive of revenue from net
assessment growth, than would be produced by application of the tax rate that was levied in the
preceding year to the preceding year's assessment. The effect of this legislation has been to
limit increases in property tax revenues to minimal levels. The City's personal property and ve-
hicle tax rates were $.2927 and $.3030 per $100 of assessed value, respectively.

42



CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011

DEPOSITS AND INVESTMENTS

The City sponsors an external investment pool in which monies of the primary government and
of legally separate entities that choose to participate are commingled and invested for the bene-
fit of all participants. The internal portion of this fund is allocated to the City’s funds participating
and the external portion is accounted for in the Investment Trust Fund of the City’s reporting en-
tity. The equity position of each City fund is reported at fair value in the assets of those funds
with the equity position of the external participants reflected at fair value in the Investment Trust
Fund. The pool is not registered with the SEC as an investment company and is not subject to
regulatory oversight. Investments are valued at the market quotation on the last business day
of the fiscal year. Market quotations are obtained from brokers or available published services.
Investment income is allocated to participants based on the participant’s average cash balance.
Immaterial accounts do not receive investment income. Participants with negative cash bal-
ances are not charged interest. Participants’ shares sold and redeemed are determined using
specific identification of the participant’s cost basis in the investment pool. The City does not is-
sue a separate report for the pool.

The City has neither provided nor obtained any legally binding guarantees during the period to
support the value of shares. The pool includes no involuntary participants. The investments
held by the pool at June 30, 2011, consist of the following major investment classifications:

Number of Maturity
Fair Value Shares Interest Rates Dates
Government obligations $19,673,118 18,785,000 1.50%-6.79% 1/12-10/18
Certificates of deposit 15,000,000 15,000,000 1.25%-2.50% 10/12-10/15
Cash 47 944 203 47.944 203
Totals $82,617,321 81,729,203

The following condensed statements of net assets and changes in net assets for the year ended
June 30, 2011, are presented for the pool as a whole:

Statement of Net Assets

Assets:

Investments at fair value $19,673,118
Certificates of deposit 15,000,000
Cash and cash equivalents 47,944 203

Total assets $82,617,321

Net assets:

Net assets held in trust for external pool participants:

Component units $ 2,531,707
Fiduciary:

Pension trust funds 5,030,016
Agency funds 95,485
7,657,208
Other external participants 7,846,689
15,503,897
Net assets held in trust for internal pool participants 67,113,424
Total net assets $82,617,321

Net assets consist of:
Participants’ units outstanding ($1.00 par) 81,729,203
43-



CITY OF OWENSBORO, KENTUCKY
NOTES TO THE BASIC FINANCIAL STATEMENTS, continued
Year Ended June 30, 2011
3. DEPOSITS AND INVESTMENTS (continued)

Statement of Changes in Net Assets

Revenues:
Interest income $ 1,464,470
Net change in fair value (197,213)
Total revenues 1,267,257

Share transactions at net asset value of $1.00 per share:

Purchase of units 135,647,293
Redemption of units (124,207,982)
Net increase in net assets and shares resulting from share transactions 11,439,311

Total increase in net assets 12,706,568
Net assets:

Beginning of period 69,910,753

End of period $82,617,321

Interest Rate Risk

The City recognizes that some level of risk is inherent in any investment transaction. Losses
may be incurred due to issuer default, market price changes, or closing investments prior to ma-
turity due to unanticipated cash flow needs. Diversification of the City’s investment portfolio by
institution, type of investment instrument, and term to maturity is the primary method to minimize
investment risk.

With the exception of fully insured or fully collateralized investments, and except for authorized
investment pools, no more than twenty-five percent of the City’s total investment portfolio shall
be invested in a single security type or with a single financial institution. Unless matched to a
specific cash flow need, no more than fifty percent of the funds shall be invested in securities
maturing more than ten years from the date of purchase.

Credit Risk

The City’s investment policy limits investments to obligations of the U.S. and of its agencies and
instrumentalities, obligations backed by the full faith and credit of the U.S. or a U.S. government
agency, obligations of any corporation of the U.S. government, certificates of deposit issued by
FDIC insured or similarly collateralized institutions, and bonds and securities of states, local
governments, or related agencies in the U.S rated in one of the three highest categories by a
nationally recognized rating agency.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counter-
party, the city will not be able to recover the value of its investments that are in the possession
of an outside party. All of the City’s investments in government instrumentalities were pur-
chased by the City and held by the counterparty on the City’s behalf; therefore, these invest-
ments are not subject to custodial credit risk. The City’s investments in U.S. instrumentality ob-
ligations were rated AAA by Standard & Poor's Ratings Services, and Aaa by Moody'’s Investors
Service, Inc. The Metcalfe County Kentucky School District Obligations were rated Aa3 by
Moody’s Investor Services, Inc. The State of lllinois Obligations were rated A1 by Moody’s In-
vestor Services, Inc., and A+ by Standard & Poor’s Ratings Services. It is the City’s policy that
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