





































































































CITY OF SOUTHGATE, KENTUCKY

NOTES TO THE FINANCIAL STATEMENTS

Year Ended June 30, 2021

NOTE F - LONG-TERM DEBT (CONTINUED)

The debt service is as follows:

Fiscal Year
Ending Interest Total Debt
June 30, Rate Principal Interest Service

2022 4.400% $ 25,000 3 18,829 $ 43,829
2023 4.400% 25,000 17,954 42,954
2024 4.400% 25,000 17,079 42,079
2025 4.400% 25,000 16,204 41,204
2026 4.400% 25,000 15,329 40,329
2027-3031 4.400% 149,166 62,188 211,354
2032-2036 4.400% 182,083 33,654 215,737
2037-2038 4.400% 63,334 3,854 67,188
Total $ 519,583 $ 185,091 $ 704,674

Summary of General Long-Term Debt

The following is a summary of the City’s long-term debt transactions for the year ended June 30, 2021:

Firehouse

Storm Sewer

WesBanco Bank loan - 2018

WesBanco Bank loan - 2018

WesBanco Bank loan - 2019

WesBanco Bank loan - 2020

WesBanco Bank TAN

Series 2018B Revenue bond
Total Debt

Balance Balance Amounts Due

June 30, June 30, Within One

2020 Additions Retirements 2021 Year

$ 879415 § - $  (44945) § 834470 § 47,181
204,146 - (25,393) 178,753 26,656
13,024 - (5,911) 7,113 6,083
43,061 - (15,138) 27,923 15,752
27,606 - (10,708) 16,898 11,162
26,786 - (5,874) 20,912 6,149

- 100,000 (100,000) - -

541,667 - (22,084) 519,583 25,000
$ 1,735,705 § 100,000 $ (230,053) $ 1,605,652 § 137983

NOTE G - EMPLOYEE’S PENSION PLAN

General Information about the Pension Plan

Plan description. Employees of the City are provided with pensions through the County Employees
Retirement System (CERS)—a cost-sharing multiple-employer defined benefit pension plan. Per Kentucky
Revised Statute Section 61.645, the Board of Trustees (the Board) of Kentucky Retirement Systems (KRS)
administers the CERS. KRS issues a publicly available financial report that can be obtained at

https://kyret.ky.gov.
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021
NOTE G - EMPLOYEE’S PENSION PLAN (CONTINUED)

Benefits provided. CERS provides retirement, disability, and death benefits. Retirement benefits are
calculated based on a formula (final compensation times a benefit factor times years of service) and may
be extended to beneficiaries of plan members under certain circumstances. Disability benefits are
determined in a similar manner as retirement benefits, but vary based upon hire date, age and years of
service. Death benefits vary based upon whether the employee was retired or working at the date of death
and whether or not it was a duty-related death.

For retirement purposes, non-hazardous duty employees are grouped into three tiers, based on their hire
date:

Tier 1 Participation date Before September 1, 2008
Unreduced Retirement 27 years service or 65 years old
Reduced Retirement At least 5 years service and 55 years old, or

At least 25 years service and any age

Tier 2 Participation date September 1, 2008 — December 31, 2013
Unreduced Retirement At least 5 years service and 65 years old, or
Age 57+ and sum of service years plus age equal 87
Reduced Retirement At least 10 years service and 60 years old
Tier 3 Participation date On or after January 1, 2014
Unreduced Retirement At least 5 years service and 65 years old, or
Age 57+ and sum of service years plus age equal 87
Reduced Retirement Not available

For retirement purposes, hazardous duty employees are grouped into three tiers, based on their hire date:

Tier 1 Participation date Before September 1, 2008
Unreduced Retirement A least one month service and 55 years old, or
At least 20 years service and any age
Reduced Retirement At least 15 years service and 50 years old
Tier 2 Participation date September 1, 2008 — December 31, 2013
Unreduced Retirement At least 5 years service and 60 years old, or
At least 25 years service and any age
Reduced Retirement At least 15 years service and 50 years old
Tier 3 Participation date On or after January 1, 2014
Unreduced Retirement At least 5 years service and 60 years old, or
At least 25 years service and any age
Reduced Retirement Not available
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021
NOTE G - EMPLOYEE’S PENSION PLAN (CONTINUED)

Employees are vested in the plan after five years of service. Cost of living adjustments are provided at the
discretion of the Kentucky General Assembly. No COLA has been granted since July 1, 2011.

Contributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend
the benefit terms to the Board of KRS. Tier 1 non-hazardous employees are required to contribute 5% of
their annual creditable compensation and Tier 1 hazardous employees are required to contribute 8% of their
annual creditable compensation. Tier 2 and 3 non-hazardous employees are required to contribute 5% of
their annual creditable compensation plus an additional 1% of creditable compensation which is credited to
the Insurance Fund. Tier 2 and 3 hazardous employees are required to contribute 8% of their annual
creditable compensation plus an additional 1% of creditable compensation which is credited to the
Insurance Fund. Employers contribute at the rate determined by the Board. The actuarially determined
rates set by the Board for the year ended June 30, 2021 for non-hazardous employees was 24.06%, of which
19.30% was for the pension fund and 4.76% was for the insurance fund. The actuarially determined rates
set by the Board for the year ended June 30, 2021 for hazardous employees was 39.58%, of which 30.06%
was for the pension fund and 9.52% was for the insurance fund. Contributions to the pension plan from the
City were $88,417 for the year ended June 30, 2021, of which $69,808 was for the pension fund and $18,609
was for the insurance fund. The non-hazardous contribution was $62,252 ($49,936 for pension and $12,316
for insurance). The hazardous contribution was $26,165 ($19,872 for pension and $6,293 for insurance).

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2021, the City reported a liability of $983,118 for its proportionate share of the net pension
liability. The non-hazardous portion of the net pension liability was $702,720 and the hazardous portion
was $280,398. The net pension liability was based on an actuarial valuation performed on June 30, 2019.
The total pension liability was rolled-forward from the valuation date to the plan’s fiscal year end, June 30,
2020, using generally accepted actuarial principles. During the 2020 Legislative Session, Senate Bill 249
and House Bill 271 passed impacting changes in the funding period for the amortization of the unfunded
liability as of June 30, 2019 and payments to a surviving spouse. The City’s proportionate share of the net
pension liability was determined using the City’s actual contributions for the fiscal year ending June 30,
2020. This method was expected to be reflective of the City’s long-term contribution effort. At June 30,
2020, the City’s proportion was 0.009162% for non-hazardous and 0.009300% for hazardous, a decrease
of .000163% and .000537% from its proportion measured, respectively, as of June 30, 2019.

For the year ended June 30, 2021, the City recognized pension expense of $154,605. At June 30, 2021, the

City reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021

NOTE G - EMPLOYEE’S PENSION PLAN (CONTINUED)

Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience $ 26,220 $ -
Changes of assumptions 38,074 -
Net difference between projected and actual
earnings on plan investments 23,900 -
Changes in proportion and differences between City
contributions and proportionate share of contributions 58,361 99,848
City contributions subsequent to the measurement date 69,808 -
$ 216,363 $ 99,848

The $69,808 reported as deferred outflows of resources related to pensions resulting from City contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year
ended June 30, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of

resources related to pensions will be recognized in pension expense as follows:

Year ended June 30:
2022 $ 15,706
2023 12,343
2024 9,599
2025 9,059
2026

$ 46,707

Actuarial assumptions. The total pension liability was determined by an actuarial valuation as of June 30,
2019 using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.30%

Salary increases 3.30% to 10.30%, varies by service for Non-Hazardous
3.55% to 19.05%, varies by service for Hazardous

Payroll growth rate 2.00%

Investment rate of return 6.25%
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021
NOTE G - EMPLOYEE’S PENSION PLAN (CONTINUED)

The mortality table used for active members was a Pub-2010 General Mortality table, for the Non-
Hazardous System, and the Pub-2010 Public Safety Mortality table for the Hazardous System, projected
with the ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010. The
mortality table used for healthy retired members was a system-specific mortality table based on mortality
experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality improvement scale
using a base year of 2019. The mortality table used for the disabled members was PUB-2010 Disabled
Mortality table, with a 4-year set-forward for both male and female rates, projected with the ultimate rates
from the MP-2014 mortality improvement scale using a base year of 2010.

The actuarial assumptions used in the June 30, 2020 valuation were based on the results of an actuarial
experience study for the period of July 1, 2013 — June 30, 2018.

Changes of assumptions. Since the prior measurement date, there were no changes in assumptions.

Discount rate. The discount rate used to measure the total pension liability was 6.25%. The projection of
cash flows used to determine the discount rate assumed the funds receive the required employer
contributions each future year, as determined by the current funding policy established in Statute as last
amended by House Bill 362 (passed in 2018). The discount rate determination does not use a municipal
bond rate.

Long-Term Expected Rate of Return. The long-term expected rate of return was determined by using a
building-block method in which best-estimate ranges of expected future real rate of returns are developed
for each asset class. The ranges are combined by weighting the expected future real rate of return by the
target asset allocation percentage. The target allocation and best estimates of arithmetic real rate of return
for each major asset class are summarized in the tables below:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
US Equity 18.75% 4.50%
Non-US Equity 18.75% 5.25%
Private Equity 10.00% 6.65%
Specialty Credit/High Yield 15.00% 3.90%
Core Bonds 13.50% -0.25%
Cash 1.00% -0.75%
Real Estate 5.00% 5.30%
Opportunistic 3.00% 2.25%
Real Return 15.00% 3.95%

Total 100%

36



CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021
NOTE G - EMPLOYEE’S PENSION PLAN (CONTINUED
Sensitivity of the City’s proportionate share of the net pension liability to changes in the discount rate. The
following presents the City’s proportionate share of the net pension liability, calculated using the discount
rate of 6.25%, as well as what the City’s proportionate share of the net pension liability would be if it were

calculated using a discount rate that is 1-percentage-point lower (5.25%) or 1-percentage-point higher
(7.25%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
(5.25%) (6.25%) (7.25%)
Non-hazardous $ 866,604 $ 702,720 $ 567014
Hazardous $ 346,532 $ 280,398 $ 226,415

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is
available in the separately issued KRS financial report.

Payables to the pension plan

The City makes legally required contributions to the pension plan on a monthly basis. The monthly payment
is due by the 10th of the following month. As of June 30, 2021, $12,451 was payable to the pension plan,
of which $9,988 was for the pension fund and $2,463 was for the insurance fund.

NOTE H - POSTEMPLOYMENT BENEFITS

Plan description. Employees of the City are provided with health care benefits through the Kentucky
Retirement System Insurance Fund (Insurance Fund)—a cost-sharing multiple-employer health insurance
plan. The Insurance Fund is part of CERS. Per Kentucky Revised Statute Section 61.701, the Board of
Trustees (the Board) of Kentucky Retirement Systems (KRS) administers the health insurance benefit. KRS
issues a publicly available financial report that can be obtained at https://kyret.ky.gov.

Benefits provided. The Insurance Fund provides hospital and medical insurance for eligible members
receiving benefits from CERS. The eligible non-Medicare retirees are covered by the Department of
Employee Insurance (DEI) plans. The eligible Medicare retirees receive benefits through a Medicare
Advantage Plan. The amount of plan premium (contribution) paid by the Insurance Fund is based on years
of service and participation date. For members participating prior to July 1, 2003, members completing
20 or more years of service received 100% contribution. Members completing 15 — 19 years, 10-14 years,
and 4-9 years received 75%, 50%, and 25% respectively. Members completing less than 4 years of service
receive no insurance benefit. As a result of House Bill 290, medical insurance benefits are calculated
differently for members who began participating on, or after, July 1, 2003.
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS

Year Ended June 30, 2021

NOTE H - POSTEMPLOYMENT BENEFITS (CONTINUED)

Once members reach a minimum vesting period of 10 years, non-hazardous employees whose participation
began on, or after, July 1, 2003, earn $10 per month for insurance benefits at retirement for every year of
earned service without regard to a maximum dollar amount and hazardous employees earn $15 per month
for insurance benefits at retirement for every year of earned service without regard to a maximum dollar
amount. Upon death of a hazardous employee, the employee’s spouse receives $10 per month for insurance
benefits for each year of the deceased employee’s earned hazardous service. This dollar amount is subject
to adjustment annually, which is currently 1.5%, based upon Kentucky Revised Statutes. The monthly
dollar contribution for 2020 is $13.58 for CERS Non-hazardous employees and $20.37 for CERS
Hazardous employees. The Kentucky General Assembly reserves the right to suspend or reduce this benefit
if, in its judgment, the welfare of the Commonwealth of Kentucky so demands.

Contributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend
the benefit terms to the Board of KRS. Tier 1 employees are not required to contribute to the insurance
fund. Tier 2 and 3 employees are required to contribute 1% of their creditable compensation to the
insurance fund. Employers contribute at the rate determined by the Board. As stated in Note G Employee’s
Pension Plan, the actuarially determined rates set by the Board for the year ended June 30, 2021 for non-
hazardous employees was 24.06%, of which 19.30 % was for the pension fund and 4.76% was for the
insurance fund. The actuarially determined rates set by the Board for the year ended June 30, 2021 for
hazardous employees was 39.58%, of which 30.06% was for the pension fund and 9.52% was for the
insurance fund. See Note G for contributions to the plan from the City during the current fiscal year.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30, 2021, the City reported a liability of $307,076 for its proportionate share of the net OPEB
liability. The non-hazardous portion of the net pension liability was $221,162 and the hazardous portion
was $85,914. The net OPEB liability was based on an actuarial valuation performed on June 30, 2019.

The total OPEB liability was rolled-forward from the valuation date to the plan’s fiscal year end, June 30,
2020, using generally accepted actuarial principles. During the 2020 Legislative Session, Senate Bill 249
passed impacting changes in the funding period for the amortization of the unfunded liability as of June 30,
2019. The City’s proportionate share of the net OPEB liability was determined using the City’s actual
contributions for the fiscal year ending June 30, 2020. This method is expected to be reflective of the City’s
long-term contribution effort. At June 30, 2020, the City’s proportion was .009159% for non-hazardous
and .009297% for hazardous, a decrease of .000164% and .000538% from its proportion measured,
respectively, as of June 30, 2019.

For the year ended June 30, 2021, the City recognized OPEB expense of $44,941. At June 30, 2021, the

City reported deferred outflows of resources and deferred inflows of resources related to OPEB from the
following sources:
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS
Year Ended June 30, 2021
NOTE H - EMPLOYEE’S PENSION PLAN (CONTINUED)

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience $ 39900 § 45,559
Changes of assumptions 52,485 313
Net difference between projected and actual
earnings on plan investments 11,165 -
Changes in proportion and differences between City
contributions and proportionate share of contributions 28,839 57,977
City contributions subsequent to the measurement date 24,441 -
$ 156,830  § 103,849

The $24,441 reported as deferred outflows of resources related to OPEB resulting from City contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year
ended June 30, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Year ended June 30:

2022 $ 14,489
2023 12,570
2024 3,751
2025 330
2026 (2,600)
2027 -
§ 28,540

Actuarial assumptions. The total OPEB liability was determined by an actuarial valuation as of June 30,
2019 using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.30%

Payroll growth rate 2.00%

Salary increases 3.30% to 10.30%, varies by service for Non-Hazardous
3.55% to 19.05%, varies by service for Hazardous

Investment rate of return 6.25%
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS

Year Ended June 30, 2021

NOTE H -POSTEMPLOYMENT BENEFITS (CONTINUED)

Healthcare trend rates Pre — 65: Initial trend starting at 6.40% at January 1,
2022, and gradually decreasing to an ultimate trend rate
of 4.05% over a period of 14 years
Post — 65: Initial trend starting at 2.90% at January 1,
2022, and increasing to 6.30% in 2023, then gradually
decreasing to an ultimate trend rate of 4.05% over a period
of 14 years

The mortality table used for active members is PUB-2010 General Mortality table, projected with the
ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010. For healthy retired
members and beneficiaries, the mortality table used is the system-specific mortality table based on mortality
experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality improvement scale
using a base year of 2019. For disabled members, the mortality table used is the PUB-2010 Disabled
Mortality table, with a 4-year set-forward for both male and female rates, projected with the ultimate rates
from the MP-2014 mortality improvement scale using a base year of 2010.

The actuarial assumptions used in the June 30, 2020 valuation were based on the results of an actuarial
experience study for the period of July 1, 2013 — June 30, 2018.

Discount rate. The discount rate used to measure the total OPEB liability was 5.34% for non-hazardous
and 5.30% for hazardous. The projection of cash flows used to determine the discount rate assumed that
local employers would contribute the actuarially determined contribution rate of projected compensation
over the remaining 25-year (closed) amortization period of the unfunded actuarial accrued liability. The
discount rate determination used an expected rate of return of 6.25% and a municipal bond rate of 2.45%,
as reported in Fidelity Index’s “20-Year Municipal GO AA Index” as of June 30, 2020. However, the cost
associated with the implicit employer subsidy was not included in the calculation of the System’s actuarial
determined contributions, and any cost associated with the implicit subsidy will not be paid out of the
System’s trusts. Therefore, the municipal bond rate was applied to the future expected benefit payments
associated with the implicit subsidy.

The long-term expected rate of return on plan assets is the same as disclosed in Note G Employee’s Pension
Plan. Additionally, the target allocation and best estimates of arithmetic nominal rates of return for each
major asset class are the same as disclosed in Note G.

Sensitivity of the City’s proportionate share of the net OPEB liability to changes in the discount rate. The
following presents the City’s proportionate share of the net OPEB liability, calculated using the discount
rate of 5.34% for non-hazardous and 5.30% for hazardous, as well as what the City’s proportionate share
of the net OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point
lower (4.34% for non-hazardous and 4.30% for hazardous) or 1-percentage-point higher (6.34% for non-
hazardous and 6.30% for hazardous) than the current rate:
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS

Year Ended June 30, 2021

NOTE H - POSTEMPLOYMENT BENEFITS (CONTINUED)

1% Current 1%
Decrease Discount Rate Increase
Non-hazardous $ 284,128 $ 221,162 $ 169,446
Hazardous $ 116,626 $ 85,914 $ 61,166

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

1% Current 1%
Decrease Healthcare Trend Rate Increase
Non-hazardous $ 171,235 $ 221,162 $ 281,750
Hazardous $ 61,397 $ 85,914 $ 116,056

OPERB plan fiduciary net position. Detailed information about the OPEB plan’s fiduciary net position is
available in the separately issued KRS financial report.

Payables to the OPEB plan

The City makes legally required contributions to the OPEB plan on a monthly basis. The monthly payment
is due by the 10" of the following month. See Note G Employee’s Pension Plan for payable as of June 30,
2021.

NOTE I - RISK MANAGEMENT

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

Management estimates that the amount of actual or potential claims against the City as of June 30, 2021
will not materially affect the financial condition of the City. Therefore, the General Fund contains no
provision for estimated claims. No claim has exceeded insurance coverage amounts in the past three fiscal
years.
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO THE FINANCIAL STATEMENTS

Year Ended June 30, 2021

NOTE J - CLAIMS AND JUDGMENTS

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

NOTE K - FIRE AND LIFE SQUAD PROTECTION

The City contracts with the Southgate Volunteer Fire Department for fire protection and with the Southgate
Wilder EMS for life squad service. These annual contracts totaled $415,000 for fire protection and $15,000
for life squad service during the fiscal year ended June 30, 2021.

NOTE L - INTERFUND ACTIVITY
Transfers are typically used to move unrestricted revenues collected in one fund to finance various programs

accounted for in another fund in accordance with budgetary authorizations and to fund debt service
payments when they become due.

Transfer From Transfer To Amount
General Municipal Road Aid $ 72,100
Community Center Fund General 8,000

Total $ 80,100

NOTE M - CARES ACT FUNDING

In response to the COVID-19 Global Pandemic, the City has qualified and been approved for $403,167 in
Federal CARES Act funding passed through the Commonwealth of Kentucky’s Department for Local
Government. This funding has been designated to reimburse the City for payroll expenses for public safety
employees during the pandemic. The City has recognized $160,408 of these funds in the previous fiscal
year and $213,397 has been recognized as other financial resources in the current fiscal year. The remaining
$29,362 will be recognized in the following fiscal year.

NOTE N - SUBSEQUENT EVENTS

Management has evaluated events through January 31, 2022, the date on which the financial statements
were available for issue.

The City received its first portion of the Federally funded American Recovery Plan Act (ARPA) grant in

the amount of $519,601 in July 2021. These funds are designated for specific uses, and any amount unused
by December 31, 2024, will need to be returned.
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CITY OF SOUTHGATE, KENTUCKY

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
Year Ended June 30, 2021
Variance with
Final Budget
Amended and Favorable
Original Budget Final Budget Actual (Unfavorable)
Budgetary fund balance, July 1, 2020 $ 900,032 $ 1,158,754 $ 1,158,754 $ -
Resources (inflows)
Property taxes 1,196,600 1,202,600 1,227,285 24,685
Franchise fees 70,000 90,000 89,586 (414)
Telecommunications tax 45,000 45,000 48,378 3,378
Payroll license 459,300 520,000 555,272 35,272
Insurance premium taxes 425,000 425,000 424,070 (930)
Licenses and permits 32,800 35,200 35,393 193
Intergovernmental 205,171 182,149 153,859 (28,290)
Fines, forfeitures, penalties 18,610 30,455 30,918 463
KLEFPF income 33,500 33,500 33,513 13
Charges for services 206,596 207,896 207,104 (792)
Investment income 3,300 1,600 1,525 (75)
Miscellaneous 2,600 9,882 10,472 590
Total resources 2,698,477 2,783,282 2,817,375 34,093
Appropriations (outflows)
Administration 348,135 411,603 404,648 6,955
Police 964,602 992,275 1,017,679 (25,404)
Fire and EMS 448,700 448,700 452,391 (3,691)
Waste collection 175,514 175,514 175,514 -
Streets 162,950 173,450 152,774 20,676
Garage 182,812 196,856 197,598 (742)
Community center 112,415 85,729 82,562 3,167
Parks 370,885 506,938 516,744 (9,806)
Capital outlay 116,889 96,421 37,759 58,662
Debt service
Principal 88,633 76,337 107,970 (31,633)
Interest 51,855 49,934 51,531 (1,597)
Total appropriations 3,023,390 3,213,757 3,197,170 16,587
Other financing sources (uses)
Proceeds from loan 125,158 - - -
CARES funding - 213,397 213,397 -
Interfund transfers 31,200 (53,000) (64,100) (11,100)
Total other financing sources (uses) 156,358 160,397 149,297 (11,100)
Excess resources over appropriations (168,555) (270,078) (230,498) 39,580
Budgetary fund balance, June 30, 2021 $ 731,477 $ 888,676 $ 928,256 $ 39,580
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CITY OF SOUTHGATE, KENTUCKY
SCHEDULE OF THE CITY'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
County Employees Retirement System

Last 10 Fiscal Years*

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
City's proportion of the net pension
liability (asset) - Non-hazardous 0.0092% 0.0093% 0.0128% 0.0138% 0.0142% 0.0139% 0.0134%
City's proportion of the net pension
liability (asset) - Hazardous 0.0093% 0.0098% 0.0036% 0.0002% 0.0008% 0.0035% 0.0100%

City's proportionate share of the net
pension liability (asset) - Non-hazardous $ 702,720 $ 655831 $ 781447 $§ 808,869 $ 699711 § 596,683 $ 435,622

City's proportionate share of the net

pension liability (asset) - Hazardous $ 280,398 § 271,727 % 88,177 3 4564 $ 14294 § 53,057 § 120,724
Total City's proportionate share of the

net pension liability (asset) 3 983,118 $§ 927,558 $ 869,624 § 813433 § 714,005 § 649,740 $ 556,346
City's covered-employee payroll $ 425110 $§ 419773 $ 444579 § 535199 § 443816 $ 444842 § 425,305

City's proportionate share of the net
pension liability (asset) as a percentage
of its covered-employee payroll 231.26% 220.97% 195.61% 151.99% 160.88% 146.06% 130.81%

Plan fiduciary net position as a

percentage of the total pension liability
Non-hazardous 47.81% 50.45% 53.54% 53.32% 55.50% 59.97% 66.80%

Hazardous 44.11% 46.63% 49.26% 49.80% 53.95% 57.52% 63.46%

* The amounts presented for each fiscal year were determined as of one-year prior to the fiscal year end.

The accompanying notes are an integral part of this statement. 45



Contractually required contribution

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess)
City's covered-employee payroll

Contributions as a percentage of
covered-employee payroll

The accompanying notes are an integral part of this statement.

SCHEDULE OF CITY PENSION CONTRIBUTIONS

CITY OF SOUTHGATE, KENTUCKY

County Employees Retirement System

Last 10 Fiscal Years

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
69,808 $ 87893 § 72917 $ 64539 §  6L721 64,743 § 71445 67,883
(69,808) $  (87,893) § (72917) $  (64539) $  (61,721) (64,743) $  (71.445) (67,883)
-3 - 8 - 8 -8 - -8 - -
324845 § 425110 $ 419773 $ 444579 $ 535,199 443816 $ 444,342 425,305
21.49% 20.68% 17.37% 14.52% 11.53% 14.57% 16.06% 15.96%
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City's proportion of the net OPEB
liability (asset) - Non-hazardous

City's proportion of the net OPEB
liability (asset) - Non-hazardous

City's proportionate share of the net
OPEB liability (asset) - Non-hazardous

City's proportionate share of the net
OPEB liability (asset) - Non-hazardous

Total City's proportionate share of the
net OPEB liability (asset)

City's covered-employee payroll

City's proportionate share of the net
OPEB liability (asset) as a percentage
of its covered-employee payroll

Plan fiduciary net position as a
percentage of the total pension liability
Non-hazardous
Hazardous

CITY OF SOUTHGATE, KENTUCKY
SCHEDULE OF THE CITY'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY
County Employees Retirement System

Last 10 Fiscal Years*

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
0.0092% 0.0093% 0.0128% 0.0138%
0.0093% 0.0098% 0.0036% 0.0002%

221,162 §$ 156,809 § 227,812 § 277,809

85914 § 72,765 % 25994 § 1,686

307,076 §$ 229,574 $ 253,806  $ 279,495

425,110 % 419,773 % 444,579 % 535,199

72.23% 54.69% 57.09% 52.22%
51.67% 60.44% 57.62% 52.3%
58.84% 64.44% 64.24% 59.00%

* The amounts presented for each fiscal year were determined as of one-year prior to the fiscal year end.

The accompanying notes are an integral part of this statement. 47



Contractually required contribution

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess)
City's covered-employee payroll

Contributions as a percentage of
covered-employee payroll

CITY OF SOUTHGATE, KENTUCKY
SCHEDULE OF CITY OPEB FUND CONTRIBUTIONS
County Employees Retirement System

Last 10 Fiscal Years

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
18,609 3 22,822 24,989 $ 20,994 $ 222,642
(18,609) $ (22,822) 24989 § (20,994) § (222,642)
- 8 - -8 - 8 -
324845 $ 425,110 419,773 3 444,579 $ 535,199
5.73% 5.37% 5.95% 4.72% 41.58%
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Year Ended June 30, 2021

NOTE 1 -NOTES TO PENSION SCHEDULES

Changes of benefit terms: The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:

2009: A new benefit tier for members who first participate on or after September 1, 2008 was introduced
which included the following changes:

L.

Tiered structure for benefit accrual rates

2. New retirement eligibility requirements

3.

Difference rules for the computation of final average compensation

2014: A cash balance plan was introduced for members whose participation date is on or after January 1,

2014,

2018: House Bill 185 was enacted, which updated the benefit provisions for active members who die in
the line of duty.

Changes of assumptions. The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:

2015

The assumed investment rate of return was decreased from 7.75% to 7.50%.

The assumed rate of inflation was reduced from 3.50% to 3.25%.

The assumed rate of wage inflation was reduced from 1.00% to 0.75%.

Payroll growth assumption was reduced from 4.50% to 4.00%.

The mortality table used for active members is RP-2000 Combined Mortality Table projected with
Scale BB to 2013 (multiplied by 50% for males and 30% for females).

For healthy retired members and beneficiaries, the mortality table used is the RP-2000 Combined
Mortality Table projected with Scale BB to 2013 (set-back 1 year for females). For disabled
members, the RP-2000 Combined Disabled Mortality Table projected with Scale BB to 2013 (set-
back 4 years for males) is used for the period after disability retirement. There is some margin in
the current mortality tables for possible future improvement in mortality rates and that margin will
be reviewed again when the next experience investigation is conducted.

The assumed rates of retirement, withdrawal and disability were updated to more accurately reflect
experience.
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Year Ended June 30, 2021

NOTE 1 - NOTES TO PENSION SCHEDULES (CONTINUED)

2017

2019

The assumed investment rate of return was decreased from 7.50% to 6.25%.
The assumed rate of inflation was reduced from 3.25% to 2.30%.

The assumed payroll growth was reduced from 4.00% to 2.00%.

The assumed salary increase was reduced from 4.00% to 3.05%.

The assumed salary increase was adjusted from 3.05% to between 3.30% and 10.30%, depending
on service.

For active members, the mortality table used is a Pub-2010 General Mortality table projected with
the ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010. For
healthy retired members, the mortality table used is a system-specific mortality table based on
mortality experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality
improvement scale using a base year of 2019. For disabled members, the mortality table used is a
PUB-2010 Disabled Mortality table, with a 4-year set-forward for both male and female rates,
projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year
of 2010.

NOTE 2 - NOTES TO OPEB SCHEDULES

Changes of benefit terms: The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:

2003: Medical insurance benefits are calculated differently for members who began participating on, or
after, July 1, 2003.

Changes of assumptions. The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:
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CITY OF SOUTHGATE, KENTUCKY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Year Ended June 30, 2021

NOTE 2 - NOTES TO OPEB SCHEDULES (CONTINUED)

2017

2018

2019

The assumed investment rate of return was decreased from 7.50% to 6.25%.

The assumed rate of inflation was reduced from 3.25% to 2.30%.

The assumed payroll growth was reduced from 4.00% to 2.00%.

The assumed salary increase was reduced from 4.00% to 3.05%.

The assumed healthcare trend rates for pre — 65 members reduced from an initial trend starting at
7.50% and gradually decreasing to an ultimate trend rate of 5.00% over a period of 5 years to an
initial trend starting at 7.25% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 13 years.

The assumed healthcare trend rates for post — 65 members reduced from an initial trend starting at
5.5% and gradually decreasing to an ultimate trend rate of 5.00% over a period of 2 years to an
initial trend starting at 5.10% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 11 years.

The assumed healthcare trend rates for pre — 65 members reduced from an initial trend starting at
7.25% and gradually decreasing to an ultimate trend rate of 4.05% over a period of 13 years to an
initial trend starting at 7.00% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 12 years.

The assumed healthcare trend rates for post — 65 members reduced from an initial trend starting at
5.10% and gradually decreasing to an ultimate trend rate of 4.05% over a period of 11 years to an
initial trend starting at 5.00% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 10 years.

The assumed salary increase was adjusted from 3.05% to between 3.30% and 10.30%, depending
on service.

For active members, the mortality table used is PUB-2010 General Mortality table, projected with
the ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010. For
healthy retired members, the mortality table used is the system-specific mortality table based on
mortality experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality
improvement scale using a base year of 2019. For disabled members, the mortality table used is a
PUB-2010 Disabled Mortality table, with a 4-year set-forward for both male and female rates,
projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year
0f 2010.

51



CITY OF SOUTHGATE, KENTUCKY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Year Ended June 30, 2021

NOTE 2 - NOTES TO OPEB SCHEDULES (CONTINUED)

2020

The assumed healthcare trend rates for pre — 65 members reduced from an initial trend starting at
7.00% and gradually decreasing to an ultimate trend rate of 4.05% over a period of 12 years to an
initial trend starting at 6.40% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 14 years.

The assumed healthcare trend rates for post — 65 members reduced from an initial trend starting at
5.00% and gradually decreasing to an ultimate trend rate of 4.05% over a period of 10 years to an
initial trend starting at 2.90%, and increasing to 6.30% in 2023, then gradually decreasing to an
ultimate trend rate of 4.05% over a period of 14 years.
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Other Supplementary Information
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CITY OF SOUTHGATE, KENTUCKY
COMBINING BALANCE SHEET

NON-MAJOR GOVERNMENTAL FUNDS

June 30, 2021
Municipal Community Total
Road Aid Center Non-Major
Fund Fund Funds
- ASSETS -

Cash and cash equivalents $ 142,609 $ 19,506 162,115

Receivables:
Intergovernmental 8,996 - 8,996
Total assets $ 151,605 $ 19,506 171,111

- LIABILITIES AND FUND BALANCES -
LIABILITIES:
Accounts payable $ - $ 71 71
Accrued liabilities - 10,030 10,030
Deferred revenue 1,888 - 1,888
Due to other funds 143,803 - 143,803
Total liabilities 145,691 10,101 155,792
FUND BALANCES:

Restricted 5,914 - 5,914
Assigned - 9,405 9,405
Total fund balances 5,914 9,405 15,319
Total liabilities and fund balances $ 151,605 $ 19,506 171,111
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CITY OF SOUTHGATE, KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

NON-MAJOR GOVERNMENTAL FUNDS

Year Ended June 30, 2021

REVENUES:
Intergovernmental
Charges for services
Investment income

Total revenues

EXPENDITURES:
Streets
Community Center
Principal
Interest
Total expenditures

OTHER FINANCING SOURCES (USES):
Transfers in
Transfers out
Total other financing sources and uses

Net change in fund balances
FUND BALANCES, BEGINNING

FUND BALANCES, ENDING

Municpal Community Total
Road Aid Center Non-Major
Fund Fund Funds
$ 81,894 - 81,894
- 21,990 21,990
189 - 189
82,083 21,990 104,073
107,457 - 107,457
- 4,675 4,675
22,083 - 22,083
19,602 - 19,602
149,142 4,675 153,817
72,100 - 72,100
- (8,000) (8,000)
72,100 (8,000) 64,100
5,041 9,315 14,356
873 90 963
$ 5,914 9,405 15,319
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CITY OF SOUTHGATE, KENTUCKY

BUDGETARY COMPARISON SCHEDULE

SPECIAL REVENUE FUND - MUNICIPAL ROAD AID FUND

Year Ended June 30, 2021

Variance with

Final Budget
Amended and Favorable
Original Budget Final Budget Actual (Unfavorable)
Budgetary fund balance, July 1, 2020 $ 6,878 $ 873 873 $ -
Resources (inflows)
Intergovernmental 211,649 73,400 81,894 8,494
Investment income 180 180 189 9
Proceeds of long term debt 508,049 - - -
Total resources 719,878 73,580 82,083 8,503
Appropriations (outflows)
Debt service 205,097 41,685 41,685 -
Streets 518,597 93,465 107,457 (13,992)
Total appropriations 723,694 135,150 149,142 (13,992)
Transfer to (from) fund 4,000 61,000 72,100 11,100
Excess resources over appropriations 184 (570) 5,041 5,611
Budgetary fund balance, June 30, 2021 $ 7,062 $ 303 5,914 $ 5,611
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CITY OF SOUTHGATE, KENTUCKY

BUDGETARY COMPARISON SCHEDULE

SPECIAL REVENUE FUND - COMMUNITY CENTER FUND

Budgetary fund balance, July 1, 2020
Resources (inflows)

Charges for services

Appropriations (outflows)
Community Center
Total appropriations
Transfer to (from) fund

Excess resources over appropriations

Budgetary fund balance, June 30, 2021

Year Ended June 30, 2021

Variance with

Final Budget
Amended and Favorable

Original Budget Final Budget Actual (Unfavorable)
$ 828 $ 90 $ 90 $ -
36,473 15,693 21,990 6,297
36,473 15,693 21,990 6,297
1,050 5,050 4,675 375
1,050 5,050 4,675 375
(35,200) (8,000) (8,000) -
223 2,643 9,315 6,672
3 1,051 $ 2,733 $ 9,405 $ 6,672
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rtified Public Accountants and Business A
859-341-6700 : wvw.bramelackley.com
1-877-585-6454 1885 Diie Highway,
Fax 859-578-3542 Suite 310

info@bramelockley.com Ft. Wiight, Kentucky 41011

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

To the Mayor & Council
City of Southgate, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of the City of Southgate, Kentucky (the City), as of and
for the year ended June 30,2021, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements, and have issued our report thereon dated January 31, 2022.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the City’s internal control.

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

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

As part of obtaining reasonable assurance about whether the City’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the financial
statements. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Bramed & f?aé/e/, FSC

January 31, 2022
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