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Van Gorde r. Wa lker & Co., Inc. 
C." UI. d P "b li~ A CCOll nun l . 

Independent Auditor's Report 

To the Honorable Mayor and 
Mambers of the Council 
City of Ludlow, Kentucky 

~ ........ ~ , ... f,_ •. ll'\ 
J_I'\I, ...... ll'. \11 ... 

I ...... n .... CP ... 
lui ... R c.-"".Cl". \111\ 

"'-... ••• ~ "\ .. "~I Po .... .- '" ........ " .. "-

We have audited the accompanying financial statements of the govemmental 
activities, each maJor fund, and the aggregate remaining fund Information of the 
City of Ludlow, Kentucky (City), as of and for the year ended June 30, 2011 , 
which collectively comprises the City's basic financial statements as listed In the 
table of contents. These financial statements are the responsibility of the City's 
management. Our responsibility Is to express an opinion on these financial 
statements based on our audit. 

We conducted our audit In accordance with auditing standards gen8fatly 
accepted in the United Stales of America and standards applicable to financial 
audits contained in Government AUditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance aboU1 whether the financlal statements 
are free of material misstatement An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. 
An audit also Includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis 
for our opinion. 

In our opinion, the financial statements referred to above preStint fairty, in all 
material respects, the respective financial position of the governmental activities, 
each mater fund, and the aggregate remaining fund information of the City of 
Ludlow, Kentucky as of June 30, 2011 , and the respective changes In financial 
position, thereof for the year then ended in confonnity wlth accounting principles 
generally accepted in the United States of America. 

In accordance with GOVffffll11ftnt Auditing Sfandards, we have also Issued our 
report dated February 8, 2012 on our consideration of the City of Ludlow, 
Kentucky's Internal control over financial reporting and our tests of Its compliance 
with certain provisions of laws, regulations, contracts and grant agreements and 
other matters. The purpose of thai report Is to descnbe the scope of our testing 
of internal control over financial reporting and compliance and the results of that 
testing and not to provide an opinion on the internal control over financial 
reporting or on comp~ance. That report Is an Integral part of an audit performed 
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Wvan Gonlcr, Walker & Co" Inc. 
C • • llf1ed P ~bUc Accounhnt. 

in accordance with Government Auditing Standards and should be considered in 
conjunction with this report in considering the results of our audit. 

The management's discussion and analysis on pages 4 through 7 , the bu<l'getary 
comparison Information on page 25, and the combining statement on page 26 
are not a required part of the basic financial statements but are supplementary 
information required by accounting principles generally accepted In the United 
States of America. We have applied certain limited procedures, Which consisted 
principally of inquiries of management regarding the methods of measurement 
and presentation of the supplementary InformaUon. However, we did not audit 
the Information and express no opinion on it. 

t/_~~."'p'Q:.."" uJ •. I. , . " - Go. " ~, 
Van Gorde r, Walker & Co., Inc . 
Erlanger, Kentucky 
February 8. 2012 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Management'll Discussion and Analysis (MD&A) Is required supplementary Information 
per the Government Accounting Standards Board (GASB) that provides management 
with the opportunity to provide both short and long term analysis of the City of LudloW, 
Kentucky's financial activities. The MOM should b& read in conjurldlon with the City's 
basic financial statements. 

Th! annual report consists of a series of financial stal!menls. The Statement of Net 
Assets and the Statement of Activities provide information about the ac;livities of the City 
and presenl a long-term view of the City's finaroces. The City's fund financial statements 
provide more detail on the operatiooa of the City than the government wide statements. 

Reporting the City as a Whole 

FInancial HlghUghb 

• The ending cash balance for the City was $174.963, an Increase of 165% from 
2010. 

• Total expenditures increased by 3% due to IncTeIiSed administrative and capilill 
outlay costs. 

• The City continues to uWize federal stimulus funds to renoville blighted 
propefties for reSElIe under the Neighborhood Stabilization Program. 

• The City has begun maintaining a fund for its Community Development Block 
Grant. which will serve to provide funding assistance to potential businesses 
within the City. 

• The City contlnues to acquire new vehldM and equipment to provide the best 
public Jafety services to lts citizens. 

Overview of FInancial Statemenb 

This discussion aOO anatysis Is Intended to serve as an introduction to the City's basic 
fin&ncial statements. The City's basic financial statements comprise the following three 
components: government..wide financial statements, fund financial statements, and 
noIes to the financial statements. This report also contains other lupplementary 
infOflllatlon In addition to the bask: "nancial statements themselves. 

Govemment- WIde FInancIal SllItements 

The govemment-wide fil'lancial sta!em&nll;; are designed to provide readers with a broad 
overview of the Citfa finar'lces, In a manner similar to private-sector busine$S. 

ThfI statemem of net assets presenll;; information oro all of the City's assell;; and 
liabilities, with the diffeTence between the two reponed as net assets. Over time, 
Increases or deCfea5eS in net assets may serve as a useful ind'i<:ator of whether the 
financial position of the City is Improving or deteriorating. 
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The Ilal8ment of actMties presents intOIlnIItion on how much !he City'. net assets 
dwnged during the most rec:enI fiscal year. AI changes in net assets are reported a, 
lOon as the undertying event giving riM to the change OCOJr$, regardten of the timing of 
related cash flows. Thus. revenues and expenM' Ife reported In !his .tatemeot fOf 
some Items that will only result In ca,h Rows In Mure fiiCal periods. 

The government-wide financial statements outline funclion$ of the City that are 
principally supported by property laxes and intergovernmental revenun (governmental 
activities). The governmental actMties of U1e City IncIuOa Adminilltation, PtJbie Safety. 
Public Work,. Parka Md Recreation, and Fife and EMS. Capital asMlS are also 
IUppOfted by laxes and irIIergovemmenUd~. MunIcipal AId it .upponed by 
delignaled support COliting from !he state. 

Fund Financial SlalemM ts 

A fund Is a grouping of related account, thel l. uaed 10 maintain control over resources 
that have been segregaled 'Of specific activities 0( objectives. The fund financial 
,tatements provide detailed information about the most significant fund. - nol the City 
.s • whole. The City COuncit establishes fund. to help control and m~e money for 
particular pYfpO$6I or 10 Ihow that it it meeting legal responsibllitiel rot using certain 
taxes, grants, and other money The City hal two main MI of fundI- the ~ 
fund, IIIhich consilt. of the General Fund, and Spedal Revenue Fund. for It1e 
Commriy Development BIoclI Grant, Municipal AId, Rehab, Fire and EMS, and the 
Neighborhood Stablfiulion Progrcun. 

The City's basic service. are reported In the governmental ful'lds, which 'OCIJS on how 
money !lows Into and out of those fund. and the balances left at year-end thai are 
available tOf .pend~ These funds ani repOfted using an aa:ounting method called 
modified accrual accounting. wNch me.!Wres caah and al other financial ISseiS that 
can readily be converted to ca$h. The modif"led IIIXf\IAI boIsis allows certain revenues to 
be recognized betOfe actually teeeiw:d. The govemmeotaI fund stalements provide a 
delli\ed short-term view of !he W' general goverrvnenc 0peI"a00n. and the ba!Jic 
MIVIces it provides. Govemmental fund Information hetpI: you determine whether there 
are tnOfe or fewet' financial resources that can be .pent'" the near future to finance the 
CHy'. program.. We detcribe the relation.hip (or differences) between governmental 
activities (repol1ed in the Slatement of net aaaets and the statement of activities) al'ld 
governmental fund. In • reconcilIation of the fund rlnancl.1 statements. 

Note. to the Financial Statements 

The noIes prO'Ade additional infCNTnation that It e~ to iI fuI undefstanding of the 
data provided In the goyemment-wi6e and fund financial ltaternenls. 

Government-Wid. Flnanelal An.I)'.J. 

Net assets may serve over time lIS a useful Indleato( of a govemmenrt financial 
position. In the case of the City, assat, exeeeded Ullbitities by 52,951.303 III June 30, 
2011 . 
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A comparison of net assets In the pasl t.vo fiscIIl yeas. follows' 

Current assets 
CapitalasselS,net 
Total assets 

T olal liabilities 

T ota! net assets 

892,149 979,343 

$ 2,951 ,303 S 2:422,243 

The \ilrgest portion of \he City'. net assel. ref\e(:ts its Investment in capital assets !'let of 
related debt. These capital assets are used to prcMde seMces and city InlraslnJaure, 
and COO$equently, are nolavailable for future spending, 

The City's financial posillon ~ the prodl.lCt of several financial transactiON Including !he 
net results of actl ... Itie., thII aoqulsition arod disposal of capital aSH\$, and the 
depredation of capital as&ets, 

Go .... rnm.ntal Aetl ... itI .. 

The folloNing represents a summary 01 the City'. revenue and expense for thII fiscal 
yeal ended Jooe 30, 2011 and 2010, 

R ..... nu .. 

""-''''-0penIIing grwa end c:ontrb.IIicIns 
capiI8I grWIta and c:otIt/tIutjgns ................ 
T_ 
t..Icensa .00 permit lees 

""""..........,,"'" MlsteUaneous 
Police reportJicrtalioni 
ProceedIIrom d~ or propMy 
Unrestrieted m-tment eamr.gs 
TotaI~: 

...... n 
leg~.oo~ 

Fire end EMS UpMMS 
Municipal aid P!*, .... --­Neighbort'oooo St.bi~!lon ProgIlJlTl 
Park depailmeOl 
Public safety _ .... ..... 
Interest on Iong·term aebI 
Tot.! expertMl, 

• 
201 1 

911,'82 
196.937 
360,52' 

l ,o.cl,l598 
.&15,1525 

53,205 
68,702 

8,373 
117,875 

63 
3. 19-4,'&4 

989,2n1 
348,7011 

" ,888 
15,099 
21 ,890 
7,060 

1,01',502 
218,033 

'" 
R.....,nu .. In ue .... (~lIncy) of ."pot.,. .. : S 529,060 

6 

• 
2010 

871 ,117 
187,930 
178,'911 

~3,580 

412,121 
22,'" 
00,035 
9,"'" 

7118,435 
373,662 
172,;.15 

20,797 
73,967 
18,159 

1,110,063 
218,742 
20,738 
13,894 

2.817,20'2 

S (83,535) 



Economic Factors and Nell i Year's Budget 

me City continues 10 annually invesl In Its infrastructure of roads, parks and City 
pl'operties. The City has adequate contingency funds to addreS5 any non-atastrophJc 
unforeseen conditions and events. 

Contacting the City's Financial Management 

This financial repor! is designed to provide the citizens, tallpayflfll and creditOfli with a 
genefal lM'Irview of the City's rlnances and to show the City's accoumil~lity for the 
money it receives. If you have any questions about this report or need additional 
informatloo. contact the City Clerk at, the City of LUdfQw. P.O. BoJ( 16188, 51 Elm Street, 
ludlow, Kentucky 41016. 
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CITY OF LUDLOW, KENTUCKY 
STATEMENT OF NET ASSETS 
June 3D, 2011 

ASSETS 
C .. h and cash equivalerns -­IMUnt0C8 tax receivable 
Propeny taxesJunitalion lees receivable 
Capital assets 

Laod (not depreciated) 
Assets held fOf •• (not depreciated) 
Property. plant and equipment. net 01 c1epredatlon 

TOTAL ASSETS 

LIABILITIES 
Account'S payable 
ACCI'I*I payroll and payroll taxes 
t.ong-tenn liabilities 

Compensated abl~nces 
Due wittin ooe year 
Due IT! more th8n one year 

TOTI\L LIABILITIES 

NET ASSETS 
InYHted n eapital aHelt . net of related debt 
Unrestricted 

TOTAL NET ASSETS 

8 

Primary 
Government 

GovernmenUoI 

123,713 
14,915 

1.066,000 
367,782 

2.053.424 

3.843,452 

1,693 
"'.468 
65.000 

112.440 
674,546 

892,149 

2,332,436 
618,867 

S 2.951 ,303 



CITY OF LUDLOW, KE NTUCKY 
STATEMENT OF ACTMT1ES 
FOI'" the Vear Ended June 30, 2011 

,--­..... 
''-1 __ $WflW>:a!Ion p' ....... " ........ 
F" ...... II;:MS 
_on~ ....... _ 

TOIall'dmolry a-......-

E~_ 
C""1'!Ift 'or --

S _,Vi S 372.01» • 
' ,O, • . !i02 117.Il00 

2'8.033 

''''' , .... 
'" ,,."' " .... 

34,7011 ~2U73 

' 8.lOII 

$ 22,310 ... '" 
"..,,, ,0,.,8, 

' 2.!!!6,- 2<I S \11'.0182 S 'IIII.il7 S lOCI.62_ 

~" ... "-,-
p" ...... 1I' -. ..... lor 1lfI'I'II"I_ 
___ -. ..... Ior~ IMI'CJIIII 
p.,' _~""dIIi ..... ___ .... 

~-pennlt ..... 

p~ ........... -....". -- ..... 
V .... ..... ..... ...... 
F' .. dIM .... .-

C<* ........ ,.~ ' •• ..... ' _ .. -­P,OOioIdIlnlmdllp<wl '" ,.OI*\J Uo._, II j '" ." ••• ,."" 
T_~, . , .r ........ .....,w_ 
Changoo In root .... b 

.... "_, ~''''''1i1I 
",,1 .. _ . _inti 

Tho ~ _ .. ., InIIr;nIpWi "'_ ......... 01 I ,.iII 
, 

_ (bpeMe)R_ .. 

• 

IndC ...... 1n 
NI' _II-.... -~ --

- ." 
~>n 

5.1" 

2W.z..5 

".W 
'''' 03.178 

~2.275 

" ... ...", 
1.373 

'17.m 

" ,J#$341 
=." 
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CITY OF LUDLOW. KENTUCKY 
STATEMENT OF REVENUES. EXPENDITURES AND CHANGES 

IN FUND BAlANCES - GOVERNMENTAL FUNDS 
For the V .. r Ended June 30, 2011 

Q.ovenvn.,nWl f ...... T,poo& , ... 
• _0 

Special ...., 
...", 'n_ 2011 .". 

REVENUES 

""'"""""'- • 2,2 I M911 • • Z,2 I ~,41i115 • 2, 101, 1:2-, .... - • • S.'" 
""- 338,214 338,21 4 1:H •• H 4 
~ 10..:1-" lJnd_ 101,181 101 ,111 10m 
fIrI .nd EMS..-.... 421,1 14 421.714 411, 128 

TOT AI.. REVENUES 2,21 ~.488 851.113 3 .0TB.eD8 2.133.8151 

EXPENDfTURES 

"'""'" ~'I - ....... ....... 783,355 

~~~- "' .... "' .... \ ,CleI ,382 --....... ""..,. 2(\1,38$ :we,011 
P .... "'~I .~~ ')00 •. '" 14 ,25/1 
Mlin SlrMII RIOVIiuanoI 1$.1»11 1 s.ollil 2(\,7lI7 

R"""'.~ '" '" "'.m 
NSP HPII"" 21 ,890 21.1100 121,&1. 

~...,- " " .... " .... " .. '" fIrI...., EMS ~ 341,107 3'1,101 313.e62 

"-- 1110,l1li1 ",",,5111 6OS,SIO , ...... .... - 87,374 .. = 12],&27 , .. '" 
TOTAL DP£NDlTURES 2,31&,783 7lI1,4 111 3. 110.201 3.007 ,432 

EXCESS (OEFlC 1T) OF REVEHUES 
OYER IUNDEIII EXPEHDfTUR£S 11~,2I7} ...... (33,582) (273.786) 

OTMER mtANCING SOURCES (USESI , ........ ,,,,, .. ,..,., 17,M l 
nan .... !lUI (12,~) (12,340) (17,MI ) 
loIt" poOCMd. lun u.en 2UOO 
f'<o<:Mdl tom IIopoui '" ~ I 17 .117S 11 7,17~ 

TOTAL OllllR FiNANCiNG SOURCES (USES) 1.e,I" \12.292) 131,852 ".'" 
EXCESS (DEFlC1T) Of' REVENUES 

,tJ.IO Olllllt SOORCES OYER 
IUNO£R) EXPENDfTURU ..... , 57,403 H'" .. (2'4 ,265) 

f UND BALAHCES BEGINNING OF YEAR 110,2111 14; ,&10 21M25 .... -
f UND 8AUNCES END OF Y£AA • 1000,on • 201.013 • 3 1\1,0\15 • 215,&25 

Tho ~ _ ... .n in\o9rIII pili 01'- fIr....a.J IW*'l*tII... 
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CITY OF LUDLOW, KENTUCKY 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE 
STATEMENT OF ACTIVITIES 

For tho Year Ended Juno 30, 201 1 

Het ching' in lund balances _total governmental fullde 

AmOunts reported tor govemmentlll activities In the 5lIItement of adMtIes are 
d"dlentnl because: 

Govemmentallunds rf!jlOrt Cilpital outlays as expendaUIII$, 
Howev1Ir, In Ihtt slat&m&nl of actMtiet, the OOII!I of those assets 
are allocated !MIl" their estma!ed uselullives as 6epreciatioo expense. 

Capital a$SI! pI.Irchases 
De;ncia!1oo eKpense 

PitX:eeCs from lIle d/$posal 01 eapiull anels are recorded In !he gcwemmental 
lund, aa other Mancing 5OUrws. A gain Qf lou on disposal 01 eapItaIasaeta 
"recorded In the statement 01 ac:tMties M nol in the 1;IOIIerT1me!,tallundB. 

The pnx:8eds 01 koana and leases JnereaMleYeI"lUe in tfIe govemmel"llallullds, M 
lIle proceeds Incrll8511 IorIg-ierm liabilities In the stateme-nt of neleS5els. 

Repayment of note a~ !ea511 principalla al"l expelllfiture In Ihe ~mefll8l funds, 
bullhe repayment rlldUOH Iong..tefm lI8bii!les In IIle Sl8tement 01 net asselS. 

Some expenses reported In the .slatemer\t 01 ac1Mties do not require tile use of CUi"Tenl 
l'inandal resources and are not re-potted as expenditures In govemmer!lalluno:ls. 

CompeflAted absllnee$ 
.-.ccrued Interest 

Clunge ln net ISleta of governmenta' actlv~ 

12 

$ 100,250 

505.510 
(145,01 I ) 

(30,000) 

(15,917) 

t07,3a3 

4.811 
2.284 

$ 529,060 



CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial .tatemenll of the City of ludlow, Kentucky, (City) have been prepared in 
confOfTTlity with gener.tl/y itCCepted acx::ounting prfndpIe:IJ (GMP) of the Uniled State. of 
America a. applied 10 ~ntaI units. The Governmental Accounting Standards 
Boartl (GASB) " the accepted 5tandard-setting body f~ establishing govemmeotal 
aceounting and flnallClal repol'ting principle., The more IlgniflCant of the City'. accounting 
policies Ire cII~bId below, 

Reoorttng Entity 

The City of ludlow operates under a Mayor and Council fOfTT'l of government. The City " 
gOYlfl'lld by In elected mayor and six counc:i rnembtn. M required by ~Ity 
accepted aocounling principles these financial IJIatements present the primary 
government. The City has one component unit ~ entity for which the government 15 
considered to be flnancia~y accountable - Public Properties Corporation. 

Goverrvnenl=W!de FInancial Slatemeo!s 

The govemmem-wide fananeial statements include the statement of net assets and the 
IJIatement of actIvitilS. These IJIa!ements report fin.oc!al information lor aR of the non­
fiduciary activrtlel of the primary government. Gelllllllly, the elled of inter·fund activity 
has been removed from these Itatements. Govemmental activities, which are generally 
supported by tlX" aocl City general revenun, are reponed separately from businesa­
type actlvltlel , which rety to a IlgnifieanllUtent on fees and cha""es for $I ippO't. 

The statement of actMtin reports the expenses d a given func:t/on otMt by Pfogram 
revenues dlr~ conneaed with the functional program. A fooctlon 1$ an assembly of 
Ilmilar activities and may include portions of I fund or summarize mOl1l than one fund 10 
capture the expen$ll and program revenues associated with a distinct functional activity. 
Program revenues include: cha"" .. for urvic;aI, which report foea, fine, and Iorleltll"', 
and other charges to users of the City's service5, operating grarns and contribJtlons. 
Ytttkh finance aIYMJaJ operating actMties Indoding restricted rn-estment income: and 
capital gfWIIllNld COI'ltributionl, ~ fund the Icqulsltion, eonstnJetion, or rehabilitation 
01 capital aasell and include fees to deVelopers. These rwenuea are autJject to 
lUtema!Jy Impoaed restrlctlonl lor use on these programs. Taxes and other revenoe 
sources not properly induded with program revenues are reponed as genera! revel'lUes. 

Amounts paid 10 aequlre capilal all(!IS are capitalized as assets In the QOWIrTI11f:nt-wide 
firnmda! statements, rather than reported as expenditures. P'OC81ds of Iong·tetm debt 
ere recocd«! IS a Uability in the govemmenl-wide financial statements, rather than &I 

another financing &OU'C'.e, Amounts paid 10 reduce long-term Indebtedness of !he 
reporting govemmem are reported as reductions of the related liability. rather than as 
e~pendilurel, 

Fund f lnanc!tl Statements 

Fund financial slatemetM, as applicable, are provided for governmental, proprietwy. and 
fiduciary' fundi. Major i'IIfMdual goverrmentaI and enterpriM: fund, are reported In 
separatl columns with composite columns for non-ma}or funds. 

" 



CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 201 1 

Measurement F9CUI Basis of Am ro!/no and F1nanc!al Sialement rreRntalion 

The financial ltatements 01 !he City are prepared In accordance with generally accepted 
&CCOISI!ing principles (GAAP). The Clty'a reporting entity epplles aU releolant 
Goooemmental AccountIog Standacds Board (GASB) ~ and applicable 
Fll'lilnciaI Accounting Standards Board (FASB) pronouncements and Accounting 
Principles Board (APB) oplnlona iuued on or before Novembil!f 30, 1989, unless they 
conflict with GASB pI'OrIOUnoements. The City's reporting entity does no! apply FASB 
prtInouncements or APB opInIonlluued after November 30, 1989. 

The govemment-wide finilncial atatemen!s reflect the eeonomic resources measurement 
focus and the accrual basis 01 ~. g~1y nctuding the reclassification or 
elimination 01 ~emaI actMty (between or within ftn:Is). ReimblJrlernents are reported 
a$ reduction. to expenses, If applicable, the proprietary and fiduciary fund flnanc:ial 
Itatementl and financial statements of City component units also report uaJng this same 
focus and basla 01 accounting although internal activity Is not etlmlnet&d In these 
statements. RevtlnuBS are recorded when earned and elq)eOl8l are recorded when I 
. ability" Incurred, regardless of the liming of related cash flows. PI'09IIftY IaJc revenues 
are recognized In the year lOt wNc:h !hay are levied. Grants and "nbr item. are 
recognized as revenues when graMor eligibility requirements are met. 

Governmental lund fll\anclel ltatements are reported using the current financial 
resources measurement locus and the modified accrual basis 01 accounting. Revenues 
.re recognized .s soon as they are both measurable and available. ReY8f1ll8s are 
considered to be .vallable ....toefl they are ooIeebbIe within the current period 0( soon 
enough thereaf\8f to pay Habllities of the wrrenI period. The City conaIcIerI reYll!nues 10 
be avsU.b!e if they are coh cted wittWI 60 daY' of the end of the fISCal year. 
Expeoditures ere ~ 'ftflen It1e related liability is inaJmKI, II under accrual 
accounting. However. debt 1Irvk:e axpenditures, II _8 all expencl~l,Ires related to 
compensated Ibseoc:es and dl!ms end )uclgmenll , are recorded ooly In the year when 
payment Is due. 

Majot revenue aourc:es where accrual is moll likely to oocur Inc:IuOe property taxes, 
Insurance premium taxes and payrolfgross reee!pts license fees. 

If applicable, ope~!ng income reported In popiata!)' fund financlelll8tements Includes 
revenues end expenses related to the primary. continuing operations of the fund. 
Principal operating revenues lot proprietary funds are charges to cu5lomers fOt sales Ot 

seMce3. Principal oper.Iting expenses are the COlli of providing goods or services and 
i1dude administrative expeoses end depreciation of capitalauelS. Other revenue. and 
expenses are classified as non-operating in the flnaneial statements. When both 
restncted and urveslrided relOl.W'CM are availeble lor use, it II the Cky'l policy to use 
restricted resource. first, then unreltrld:ed resources II needed. 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
J UrHt 30, 2011 

Fund TyQes 

The City reportS the fo/lowing oovernmental fundi: 

General Fund 

This hind Is the govemmenI ', primaty operating lund. This fund aecounts for II fnancial 
rBsourt:e$ of the ger.eral gQvemment not IICCOUOt-.:l for in another fund. 

Special Revenue FlHIds 

These food. are used to aa:oolnliOf the procnjl 01 speQfIc f1M!U"IUII aourees that are 
restricled 10 expeoditures lor apeeiflC purposes. CUfl'&nt!y, the City maintains apec:ial 
revenue funds ror its Community Development Block Grant, Munidpal Road Aid, 
Rehabl~latioo, Fire and EMS, and the Neighborhood Stabilization Program. 

Cull and Catl! Eguiya!enll and InyeflIDf!lls 

Cash and cash equivalent, Include ImOlB'rts In demand deposits as well as short4em1 
Investments WIth In Initial maturity date ...;thin Itne months of the date acquired by the 
City. The City Is authorized by stale slaMe to invest In: 

1. ObligatiOns of the United Statn aod ofils ageocies aod instrl.lmentalltle., 

2. CertlfQIH of deposiL 

3, Bankers acc;eptar'I(:85. 

4. Comm8fclal paper. 

5. Bondi of other state or local govemments 

6. Mutual funds. 

The City's investments are categorized to give an Indication of the level of risk Il$$umed 
by the City II June 30, 2011 . The categorieSIAI described as follows; 

CaleQOtY 1 - InllUre(l and reg~te(ed , with securitles held by the entity or itl agent in the 
entity', name. 

Categofy 2 • UnInsured and unregistered, with securities held by the counterparty's INIt 
departmeot or agent In the entity's namlt. 

Category 3 - Uninsured and unregistered, with sec4.lrities held by the couoterparty, or Itl 
trust department agent but not In the entity's namlt. 
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CITY OF lUOlOW. KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 201 1 

Category 

'<md , 2 

""""" S 38,869 S 
Spedal Revenue 136,094 

Totals S 174,963 S 

3 
s 

136.094 
$ $ 174.963 

Internt Rlt. Risk - In accordanca...,;m City policy. 1n11lfH1 rate riIIt illimited by in~ling 
~ In certificates of 6eposit with the Nghest nile of retllTl ;md with the maximum leeurity 
01 principal. InYeltmflntl are undertaken In a manner that Heks to eot\.Ire the 
preservation of capital In Hs portfolio. As of June 30, 201 " the City tlal no In~estments. 

Credit RiiUc - The City IimitII its Ifwestmen\s to certificates of depollt Iuued by banks 
<Mthin the CommorrNealth of K&ntucky: these certifIcaIes have no credit rating applied. 

Cu510dllill Credit Ri$k - For deposit • • !h1,1s the ~k \hal, In the event of a bank faHure , the 
City's deposits will not be returned. The City maintains deposita with rnancialinstituUons 
Insured by the Federal Oepoailln.UllInce Corporation (FDIC). Aa allowed by law, the 
ciepository has pledged aecuritIes , in conjunction with the FDIC InSIK1Inee, In an amount al 
least eqUill to the arnol.I1t of City fund, on tIepoM ill all tIme$, .... of June 30, 2011 . the 
CitY. cleposlt1i are entirely insuted with FDIC Insurance ancllor eoItalenlliU<l with 
sacuritiel held by the fiNlnciallnstltutJOna on the City'. behalf. 

Caoilal Nitti 

The CitY. property. planl equipmerlt. and WrastnM;ture with useful Mil of more than one 
year a,. atated at historical cost and 81'8 comprehensively reponed In the government­
wide financial statements. The City maintains Infras\NCtute eSMI records consistent with 
aU other capital assets. General capital easets are thoN assets not lpecifically related 10 
ac:tMtiH reported in proprietary fundi. General capital aasets are reported In the 
goyemmertal actMtie, column of the governmeot-lWje staternen1 of net assetl. If 
applicable, ~ asNts UMd by the proprietary fuod .. reported In the Mine" type 
activities eoIumn of the govemment-wide ltatement of net assets, 

AU heel llsels are valued al historical cost or historical esUmateel COlt If actual historical 
c:ost II not ava~abIe. ~ed rlXed .ssets .. valued .1 their e •• ted fair value on the 
date donated. 

The City hils elected to capitalize auets with a cost of S500 or more, CapitaI ISMI, are 
depreciated using the Jlralght-llne method In the govemment-wicle rll\ancial stalement3. 
Depredation Is charoed as an expense again" operation, arid accumulated clepreciaUon 
Is reponed on the respeaive statement of net assets. When capital assets are disposed, 
the cost and applicable accumulated depredatiOn IiIfe removed from the respective 
accounts arid the rHutting gain or loss recorded In Op&taIions. 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

Estimated useful lives for dePfeeiabie assets ere u follows: 

BuIldings 
BuIlding Improvements 
Public domltin InfrastnJeture 
Vehicles 
FlnIiture and equipment 

CQrnPensated Absencet 

40 years 
10-20 yeal1i 
25-<40 ~ears 
5-10~eaf1; 
3-5 yea", 

1\ Is the City's poIic~ to permit employees to acwmulale earned, but unused vacation. 
There Is a Mability lor unpaid vacation All vacation is accrued when Incurred In the 
govemment-wide financial statements. The balance of accrued compensated absences 
at June 30, 2011 , as reported in the government-wide rnancial statements, is $65,000. 

long-Term Debt 

In the government-wiele Iiflandal statements, OIJtItanding cIebt is reported as a liability. 
The governmental lund financial stalemenlt recognize !he proceeds of debt as other 
financing sources of the curren! period. Payments of principal and inteAlst are reported 
as expenditures. loog tem\ deb! reponed In !he gO'o'emmeflt-wiOe financial alalements a\ 
June 30. 2011 was $765,11&8, of which $112,440 it dUll 'oViIhln the next year. 

Fund Equity 

Net assets are !he ddlerence between assets and MabIlitIes. Net assets invested In capital 
UIets. net of related (Iebt, are c:apital ISsets, less accumulated ~tlOO and any 
outstancfll'G debt related to the acqullition, COtISttUCtion or improvement of !hoM assets. 

In the fund rtnandal ,ta!ementl, fund balances have different classifications based IJPOfl 
their purposes, under GASe 504. The fund balance 01 the general fund Is classirled as 
unaS$lgned. which represents funds not cIaIsifiod as non-spendable, committed, 
restricted, or assigned. The fund balaflC8s of the communlty development block graN 
fund, municipal road aid fund. and neighborhood stabilization program fund, whid1 are 
spedal revenue funds, are dauified as restricted, U funds ace externally rHIricted by the 
agency prOYiding funding The fund balaoon of the lire and EMS lund and the 
rehabilitation fund, other special revenue funcIt, are dassiflfld as committed. as Ihe$e 
funds have 8 specific purpose that has been designated Internally. 

Inter-fund Rece!vablnlPmbles 

During the course 01 operations, it is possible for transactions to occur between locUvlduaJ 
iur'lds for goods provided or services rendered. These receivables ar'ld payebles are 
classified as "due from other funds" or "due 10 other foods" on the balance WI!!. 

InyemQriu and PreQlld lIeros 

" aP9'ic:able, inventories In the governmental fI.nds consist of expendable IUpp!/es held 
for COtI$lM1\ption staled on 8 finit in, first w bull. They are reported at co.! and as 
expenditures 8t the time Individuallnverrtcwy items Ire used. 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

Prepaid item. record payments to vendors thai bel'MlrJl. future reporting periods. Both 
Inventories and prepaid items are similarly reported In gowrTVnltflt-wide and fund financial 
statements. 

lJH of Ellima!eJ 

Management usn IHiitimatltl and assumptions In preparing financial statements. TheM 
astlmates and assumptions affect the reported amounts of assets and Ilabilitiel, the 
dlsdosures 01 contingent IIssall and Ha!)Uities, and the reported revenues and 
expenr;litures. Actual resl.lt5 couJd ditfl!!' from those estimates. 

Com~l!ve lotal dala 101' !he prior year haVe been presentee! In the accompanying 
rnill1Cial.lalemenls In order 10 j)fOYide an understanding of changes in the government's 
fanancial position and operatlofl.. Howe~8f. comparWve data has 001 been presented In 
an \itatementt becaU$flIhelr InclUsion would make ceftain statement. uoduly complex and 
difficult 10 oodersland. 

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABIUTY 

The City follows these procedures In establishing \he budgetary dala reflected In the 
financial statements: 

1) In acc:.ordanct with City code, pr\or 10 June I , the Mayor aubmitl to the City CouncIl a 
proposed ~ budget for the Ii5CaI year commencZ1g the folowio 9 July 1. The 
qlM8Ilng budget includes ~ expenditures and the means of finaocWIg them for 
theu~year. 

2) P1Jbllc hearings a,e conducted 10 obtain taxpayer comment, 

3) Prior to.rune 30, lhe budget Is legally enacted through passage of an ordinance. 

4) The Mayor Is required by Kentucky Revi5ed Statutes to present • quarterly report 10 
the City Council explaining any ~ariance from the appto..ed budget. 

5) Appropria:lionl COflIinue In affecl until a new budget it; adopted. 

6) The City Council may authorize lupplementallppropriations during the yeiK. 

Expenditure. may root legally exceed budgeted appropnations al the function \eYeI. Any 
revisions 10 the budget that would aIle1lotal revenues and elCpll"lditlM'es of any lund mUll 
be approved by the eouociI. 

18 



CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

The following functions had expenditures In excess of legilny adopted appropriations for 
the ye31 ended June 30, 2011 : 

"..".. 
~"I~. S 110,310 
MaIn .I.-,t...al •• -. 15,099 

Exce$S olaxpendHures over budgated appropriation. In capital improvements only exllll 
due to reelass\ficatlon ofaxpenses fOf budgetary pruentatlon purposes out of the genefIIl 
lund and the IlreIEMS fund, wtIich 5til maintain IVfTicieot positive variances. 

NOTE C - RECENABLES 

Propefty taxes are assessed as of January 1. Taxes are levied on Octobef 1 and are due 
and payable on or bofore October 31 . The CHy bills and co!iectsils own property Iaxa • • 
An adju.tment " made at June 30 to recognize property ta~ levied during the year 
wtlith are .tiI receivable at year end. 

NOTE D - CAPITAL ASSETS AND DEPRECIATION 

The following II • summary of changes in capitill assets lor the year ended JUM 30, 
201 1: 

- .... 
LMld (not ".. ' .~) 

Aa$e!S hekt for .. if (not deprec:leted) 

IntreslNCture 

Buildings ..-.d equipment v_ 
TOUIIIidd asset5 
_ ..... R_ .. · .. ""~, 

TotaIlISMIa, IlIII 

NOTE E - LONG-TERM DEBT 

... ~ 
JUI'Ie 30. 

,.10 
S 1.096,000 

54,~t 

24,355,292 

long-term debt consists of the following' 

Fim T!\ICkJAmbultDCe 

313,131 
131,747 
21 ,428 
38,20. 

88laa 
JtlIlII 30, 

"" S 1,066,000 
387,782 

24,487,039 

The City exeruted a leaSo!il-Wrchase agreement on October 15, 1997 !Of an ambulance 
and rll'e trud< capitarlZed at a cost of $465,000. Thi. seeured leaH WillS refinanced during 
March 2003 for. 2,68% interest reta. The orIgJnal term of thaiea!e-purchase agr'HrTleni 
Is 15 years, 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL. STATEMENTS 
Junl 30, 201 1 

Annual lease payment requiremeob to maturity, hcIuding prinei~ and IntefHI ponionI, 
afl IS follows: 

FIscal Year 
T~. 

Priocipa! Interest Payment 
$ 38,931 $ 1,322 S 40,253 

2<113 
Total 

EQuipment Capita! Lease WI! Third Sank 

On Api 17, 200e, the City executed a capil.allease WIth Fifth Third Bank in the amounl of 
$1-48,000 for the purchase of Itvee police tr\IISfIf$ and the purd'lne of a piek-up truck for 
Fire & EMS UM, ThIs lease has an anumed Interest rale of 5,10% and matures on 
January 5, 2012, Remaining aMual debt 8e1'VIce requirements are as follows: 

FIicaJ Year 
Endi", 

June 30, 
2012 
T .... 

Principal 
$ 28,917 
$ 28,917 

Eqyipment Capital lease CmC!l!i!:al 

On August I, 2007, the City executed a 5,460% Ihfee.year lease will! Citicapital for the 
purehaSlt of a Bobcat loader at a COIIt of $20,181, FI08l payment III the al'TlOUl'lt of S60e 
wa. m~ on this lease In July 2010, 

EQul!?!T!ent CapUal Lene farmers Banis ,nd Cjlpi!,1 Trust Company 

On September 26, 2007, the City executed, five.year lease with Fal'l1l8f'S Bank and 
Capit81 Trust Company for the purc:hase of two poke vehicles at a total cost of 542,565, 
This secured leaN Cilmes an Interest [Vte of 5,94'l6o, The fanal paymeot 15 10 be made In 
October 2012. Remaining annual debt service requirements are al follows; 

F-.c.r Year 
Ending 

June 30, 
2012 
2013 
T .... 

T~ 

Payment 
S 10,134 

10,134 
S 20.2£8 

On December II , 2008, the City executed a second lease with f,rmers Bank and Capital 
Trust Company for the purchase of. police vehicle at a cosl of $20,756. TN5 $!!CUred 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
JUMI 30, 2011 

lease carrie. IiIO Interest rate 01 4.29% and mature. on November 1, 2013. Remaining 
annual debt IMIMce requlrernenll are as followl; 

FIICaI Year 
End", 

June 30, 
2012 
2013 
2014 
Total 

$ 4,158 
4,340 

Interest 
T"",' 

Paym"" 
$ 4,712 

4,712 
4,839 

S '4.063 

On NO'\Iember 30, 2009, the City executed a third Inse with Fanners Bank and Capital 
Trust Company for !he purchase of ..- poIic:e vehicles and radio equipment al $29,500. 
Thls Klcured lease carries an Inlerest rate of 4.41% and mature. on December I , 2014. 
The first payment on this lease was made In N~mber 2010. Annual debt service 
reqUiremeA.1 are " follows: 

Fiscal Year 
Ending 

June 30, 
2012 

"'13 

"''' "'IS 
Total 

PrincIpal 
$ 5,656 

5,910 
6,176 
6,345 

S 2'.087 

Capital Lease - KLC Bmdloo Trull 

,-.., 
$ 1,063 ... 

5<, 

T"", 
Payment 

$ 6,719 
6,719 
6,719 
8,718 

$ 26.875 

The City execu!ed. 3.00% \nl&fest. 25-year $700,000 capital lease payable effeQlve July 
18, 2008 with the Kentucky League of Cities Funding Tn,n;l In Ofder \0 fuod Q new 
Municipal Center The termin.tion date of thlnecured lease Is ~y 1, 2033. The City " 
to make monthly payments \0 the Ie8se's INstee, the Bank of New Yor1c: Melon, The 
remaining .r.nu.1 debt service requirements are as followl: 

Fiscel Year 
Ending 

JU/'MI 30, 
2012 
2013 
2014 
2015 
2016 

2017-2033 
T"" 

S 20,451 
21 ,072 
21,71 4 
21 ,462 
22,246 

21 

Interest 
S 18,642 

18,019 
17,378 
15,873 
18,695 

164,648 
S 251.255 

lOlal 

39,091 
39,092 
37,335 
38,941 



CITY OF LUOLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

Capital leal! - GE Caoital SOIutlOOI 

On september 15, 2010, the City aKeCU!ed a three-.,...r lease with GE Capital SoIutiona 
fex!he purchase of Bobcat equipm6fll ilt 8 cost 01 $15,977. This lease carries no inlerest 
;and malur" on September IS, 2013. ArvIual deb! Mfvice feqUWements .. as folc:M$. 

FIscal Year 
Ending 

June 30, 
2012 
20" 
2014 T,," 

PrInclpaI Interast 
$ 5,328 $ 

5,328 

$ 

NOTE F - INDEBTEDNESS SUMMARY 

The c:ha1lg11 In Iong.jerm indebtednesa for 2011 are II foIows: 

B ' ..... 

"M" 

Total 
Payment 

$ 5,328 
5,328 

2010 AdcIiIio:>m 
S 96.6901 S 

Cllleap~ lNH .. .. 
F ......... e.nII _ Tru.t ~ 73,~7. 17.810 
Filii ThftI e.nIr; 2000 CII;IUI ~ 
GE~~CIpb!"­

KLC FIIflIIiIIg TlUllleaH 

leu: c:unwl11lOlllon 01 long-term deIIl 
Total Long.TIm'II~1 

NOTE G - CONTINGENT LIABIUTIES 

55,:)98 28..ta2 
1~.vn .,.38 

20,073 
S I.5JIn S 11°7.383) 

''' ' S 58,790 

"' ... 2 .. ~ 1 7 

11.5311 

1112," 0) 
S 1!J7 • • !1018 

The City Is at rilk fOf possible ktlgatiCKI due to !he nalUre of the City officials' enforcement 
of various codM and regulatlona. such as zoning and building c.odes, 

The City Is. defendant In various lawsuits. Although ItIe outcome of IhMe lawsuits Is nol 
pres&ntIy determinable, In the opinion of the City Attomay. the resoIvtIon 01 these matters 
wi no! result In a liability 10 the City 

NOTE H - EMPLOYEE RETIREMENT SYSTEMS 

County EmpkJye&s R&Vremeni Systsm (CERS) 

An fulI.time administrative employees of the City, along with unitonn police who WOf1t ., 
least 100 hourw per month, participate in the Coooty Employees Retirement System 
(CERS). Under the provision. of Kentuc:ky Revised SUMe 61 .645, the Board of TnJlitaea 
d Kentudly Retirement Systems IIdmlnislers the CERS. 
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CITY OF LUDLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
JUM 30, 2011 

The plan Isluel leparate financial lIatements WhIch may be obtained by request from 
Kentucky Retirement Sy$tems, 1260 louisville Road, Frankfort, Kentucky 40601 . 

Plan Description· CERS Is I eo&t-tharing IT\UItlpIe-4mpIer defined benef~ pension plan 
IhiII covers IUbstilntiall'y all regular flJl.time membeB employed in po&itioM of ead! 
coooty and school board. and any additional eligible IociIllI9er'K:ie1 eleding to part~te 
In Ihe System, The plan provides IOf retirement, diaability, and death benefItS to plan 
members. Retirement benefrts may be e:.nanded to beneficiaries of plan membef'l under 
certaIn circumstances. Co$l-of-ilving adjustments (COLA) are provided at the diseretion of 
the state legislature. 

Hazamous Contributions . For the year ended June 30, 2011 , plan membef'l _re 
requited to oontribute 8% 01 their annual creditable compensation. AnI plan membeB 
that entered the retirement plan aftef August 31 , 2008 are required to contribute en 
adclitionall % of their annuat creditable compen.ation kit health insurance. The slale was 
required to contribute at an actuarially determined rale. Per Kentucky Revised Statute 
(KRS) Section 81 .565(3). normal contribution and past aeNlce contribution rates shall be 
determined by the Board 00 the basis of an annual valuation proeeedlng the July 1 of a 
~ biennium. The Board may amend contributlon rates as of the lim dey of July of It'e 
second year of a biennium, if ~ Is ~Ined on the basis of a subsequent actuarial 
valuation that amended contribution rates are fll(:eSSllry 10 satisfy requi~ 
delermlned In aocoroance wilto actuarial bases adopted by the Board. For the year enOed 
Juoe 30, 2010 participating employers contributed an aduariany determined rale sel by 
the Board of 33 25% of each employee's crectrtable compensation. Administrative costs 
of KRS are f.nanced ttvough employer contributions and Investment earnings. 

Participating non-hazardous employees conlrbJte 5'li. of their arr.ual creditable 
compensation. Employei' contribution rates are Intended to lund the normal cost on a 
current balls plul ,% of un-funcl&d pas! service COlli per anoom plus Inter~1 at the 
actuarial assumed rate. Sucil conuibutJon rates are detennlned by the Board of Trustees 
of Kentucky Retirement Systems each biennium. The City contriboted 16.93% of Ihe 
noM\azardous duty employee', compensation dl.ring the year ended June 30. 2011 . 

FOf the year ended June 30, 2011 , the City contributed $232,310 to this plan. 

NOTE 1- CLAIMS ANO JUDGMENTS 

Amounts received or receivable from grantor agencie. lire sub/eel. to audit and adjustment 
by grantor agencies, principaDy the fadel'lll govefTImen\I. Any dilal~ claims Including 
amounts already collected, may eonstitlAe a liability of the applicable funds The amount, 
if any, of expenditurel ....tIich may be disallowed by the grantor cannot be determined at 
this time although the City expects ,uch amounta, if IflY, to be immaterial 

NOTE J - RISK MANAGEMENT 

The City Is exposed to various risks of losses related to torts; theft of, damage to, and 
destrudlon of aSlet,: erro ... and oml55lons; iIlur\es to employee.; .nd natural disaSlIfl 
To obtain InItnnce fa worI!;e ... · compensation and general l ablity coverage. the City 
partlcipates In the Kentl.d:y Municipal Risk Man8Q8!TIeOI Association. ThIs public entity 
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CITY OF LUOLOW, KENTUCKY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2011 

opef8tea H a common risk management and imxanoe program for al municipafllies. 
The CIty has effectiVely managed ri5k through varlou. employee education and preveotion 
programs. 

NOTE K - NEIGHBORHOOD STABILIZATION PROGRAM 

During the year ended June 30, 201" !he City reeelved federat stlmutus fundi 10 order to 
renovate various properties IocIIted in the City fOf resa)e to po\8f1t!al homebuyers. The 
City received $338,21. for this prqect clurlng the year. Additions to non-depreciable 
j:ltoperfy being held by the City for this purpose li;l(aled $313.131 at June 30, 2011 

NOTE L - ECONOMIC DEPENDENCY 

The City's general fund recelves 24% of its revenues from insunll"lce premium taxation. 
nv. IIx Is oot ~lated on a city level, but rather • state level If legislation were 
imposed to delete this tax, the Cn~ would be negatively Impacted. 
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CITY OF LUDLOW, KENTUCKY 
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REPORT ON INTERNAL CONTROL OVER FiNANCIAL REPORTlNG AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDiT OF FINANCIAL 

STATEMENTS PERFORMED iN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

To the Mayor and CIty Council 
City of Ludlow, Kentucky 

We ha .... e audlted the financial statements of the go .... ernmental acti .... ities and each major 
fund of the City of Ludlow, Kentucky (City). as of and for the year ended June 30. 2011 . 
which collectively comprise the City of Ludlow, Kentucky's bask: financial statements 
and ha .... e issued our report thereon dated February 8, 2012. We conducted our audit in 
accordance with audlting standards generally accepted In the United States of America 
and the standards applicable to financial audits contained In Govemment Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Ffnancfa' Reporting 

In planning and performing our audit. we considered the City of Ludlow. Kentucky'S 
internal control over financial reporting as a basis for designing our auditing procedures 
for the purpose of expressing our opinion on the financial statements. but nol for the 
purpose of expressing an opinion on Ihe effecti .... eness of the City of Ludlow, Kentucl<y's 
internal control o .... er financial reporting. Accordingly, we do not express an opinion on 
the effecti .... eness of the City of Ludlow, Kentucky's internal control over financial 
reporting. 

Our considera tion of internal control over finaflCial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies 
In intema! control over financial reporting thaI might be significant defICiencies or 
material weaknesses. Howe .... er. as discussed below. we Identified certain deficiencies 
in Internal control over financial reporting that we consider to be significant deficiencies. 

A control deficiency exists when the design or operal/on of a control does not allow 
management or employees, In the nonnal course of performing their assigned 
functions, to prevent or detect misstatements on a timely basis. A significant deficiency 
is a control defICiency. or combination of control defICiencies. that adversely affects the 
City of Ludlow. Kentucky's ability to Initiate. authorize. record. process. or report 
financial data reliably in accordance with generally accepted accounting principles such 
that there is more than a remote likelihood that a misstatement of the City of Ludlow. 
Kentucky'S financial statements that Is more than inconsequential will not be pre .... ented 
or detected by the City of Ludlow, Kentucky's internal control. We consider the 
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deficiencies described below to be significant deficiellCles In internal control over 
financial reporting. 

Lack of Segregation of Duties 

Cooditlon: We noted thai, due to the size of the City and financial considerations, the 
executing and recording of transactions are performed by the same person. 

Criteria: The process of executing a transaction should be segregated from the 
process of reoording the transaction. 

Effect: Segregation of duties 1$ a necessary part of any system of Internal control. 
lack of 5e9regatlon of duties could allow for receipts to be diverted away from the City 
and expenses not attributed to the City could be paid for from the City's cash account. 

Recommendation: Internal controls should continue to be Implemented to segregate 
the duties of the personnel. Controls should be monitored 10 ascertain that they are 
sufficient to reduce the risk of material misstatement 10 an acceptable level. 

A material weakness is a signifICant defICiency, or combination of significant 
defICiencies, that results In more than a remote likelihood that a malerial misstatement 
01 the financial statements will not be prevented or detected by the City of Ludlow, 
Kentucky's intemal control. 

Our consideration of the Internal control over finandal reporting was for the limited 
purpose described in the first paragraph of this section and would not necessarily 
identify al deficiencies in the internal contml that might be signifICant deficiencies and, 
accoo::lingly, would not necessarily disclose all significant deficiencies that are also 
considered to be material weaknesses, However, we believe that none of the 
signifICant defICiencies described above Is a material weakness. 

Compflance and Other Matters 

As part of obtaining reasonable assurence about whether the City of Ludlow, 
Kentucky's finandal statements are free of material misstatement, we performed tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the 
detenTIlnation of financial stalement amounts. However, providing an opinion on 
compliance with those proviaions was not an objective of our audit, and 8CCOfdlngly, we 
do not express such an opinion. The results of our tests diSclosed no instances of 
noncompliance that are required to be reported under Govemment Auditing Standards. 

We noted certain matters that we reported to management of the City of Ludlow, 
Kentucky in a separate letter dated February 8. 2012. 
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This report is intended for the information and use of the finance committee, 
management, and city council members and is not Intended to be and shOlJld not be 
used by anyone other than these specified parties. 

Van Gorder. Walker & Co., Inc. 
Erlanger, Kentucky 
February 8, 2012 
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