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In making those risk assessments, the auditor considers internal control relevant to the City’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the ap-
propriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the re-
spective financial position of the governmental activities and each major fund of the City as of June 30,
2020, and the respective changes in financial position thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and required supplemental information, as listed in the table of contents, be pre-
sented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate op-
erational, economic, or historical context. We have applied certain limited procedures to the required
supplemental information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited proce-
dures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collec-
tively comprise the City’s basic financial statements. The other supplemental information and introduc-
tory and statistical sections, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The other supplemental information is the responsibility of management and was derived from and re-
lates directly to the underlying accounting and other records used to prepare the basic financial state-
ments. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such infor-
mation directly to the underlying accounting and other records used to prepare the basic financial state-
ments or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the other
supplemental information is fairly stated, in all material respects, in relation to the basic financial state-
ments as a whole.
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The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated November 12,
2020 on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other mat-
ters. The purpose of that report is to describe 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in ac-
cordance with Government Auditing Standards in considering the City’s internal control over financial
reporting and compliance.

7/061‘4"1““, @Im\*\ + Co

CERTIFIED PUBLIC ACCOUNTANTS Z j
Chesterfield, Missouri

LLP
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

This Management’s Discussion and Analysis (MD&A) is intended to be an overview of the City of Frontenac, Missouri’s
(the City) financial activities for the fiscal year ended June 30, 2020. It should be read in conjunction with the City’s fi-
nancial statements (attached).

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows of resources
at the close of the most recent fiscal year by $22,563,853 (net position). The City had unrestricted net position to-
taling $5,983,899.

« As of the close of the current fiscal year, the City’s governmental funds reported combined ending fund balances
of $8,594,059, a decrease of $425,451 in comparison with the prior year.

e Atthe end of the current fiscal year, unassigned fund balance for the General Fund was $6,087,170 or 97.2% of
total General Fund expenditures.

e The City’s total long-term liabilities decreased $40,379 during the most recent fiscal year mainly due to normal
annual debt service payments and changes in compensated absences.

OVERVIEW OF THE FINANCIAL STATEMENTS

This MD&A is intended to serve as an introduction to the City’s basic financial statements. The City’s basic financial
statements are comprised of three components: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the basic financial statements. This report also contains required supplemental information in addition to
the basic financial statements.

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

The statement of net position presents information on all of the City’s assets, deferred outflows of resources, liabilities,
and deferred inflows of resources, with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in the statement for some items that will
only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a signifi-
cant portion of their costs through user fees and charges (business-type activities). The governmental activities of the City
include administration, boards and commissions, building department, fire department, legal department, municipal build-
ing, municipal division, police department, public works, and stormwater. The City does not have any business-type ac-
tivities.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City, like other state and local governments, uses fund ac-
counting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the City can
be divided into two categories: governmental funds and fiduciary funds.
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Governmental funds. Governmental funds are used to account for essentially the same functions reported as governmen-
tal activities in the government-wide financial statements. However, unlike the government-wide financial statements, the
governmental funds financial statements focus on near-term inflows and outflows of spendable resources as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities
in the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financial decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and the government-wide governmental activities.

The City maintains three individual governmental funds. Information is presented separately in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances for the
General Fund, Stormwater Fund, and Capital Improvement Fund, all of which are considered to be major funds.

The City adopts an annual appropriated budget for its General Fund, Stormwater Fund, and Capital Improvement Fund.
Budgetary comparison statements have been provided for these funds to demonstrate legal compliance with the respective
adopted budget.

Notes to the basic financial statements. The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements.

Required supplemental information. This MD&A, the General Fund and Stormwater Fund budgetary comparison
schedules, and information concerning the City’s progress in funding its obligation to provide pension benefits to its em-
ployees represent financial information required by Governmental Accounting Standards Board (GASB) to be presented.
Such information provides users of this report with additional data that supplements the government-wide financial state-
ments, fund financial statements, and notes (referred to as “the basic financial statements”).

Other supplemental information. This part of the annual report includes optional financial information such as the
budgetary comparison schedule for the Capital Improvement Fund. This other supplemental financial information is pro-
vided to address certain specific needs of various users of the City’s annual report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In the case
of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$22,563,853 at the close of the most recent fiscal year.

A large portion of the City’s net position reflects its investment in capital assets (e.g., land, buildings, machinery, and
equipment), less any related debt used to acquire those assets that is still outstanding. The City uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Although the City’s invest-
ment in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must
be provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

A condensed version of the statement of net position is as follows:

Page 5



CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS

ASSETS
Current and other assets
Capital assets
Total Assets

DEFERRED OUTFLOWS OF RE-
SOURCES
Deferred amounts related to pensions

LIABILITIES
Other liabilities
Long-term liabilities
Total Liabilities

DEFERRED INFLOWS OF RE-
SOURCES
Deferred amounts related to pensions

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

FOR THE YEAR ENDED JUNE 30, 2020

Governmental activities. Governmental activities decreased the City’s net position by $763,840.

A condensed version of the statement of activities is as follows:

June 30 2020 Change
2020 2019 Amount Percent

$ 13,651,110 15,122,036 (1,470,926) (9.7) %
12,810,009 13,113,108 (303,099) (2.3)
26,461,119 28,235,144 (1,774,025) (6.3)
1,098,734 598,935 499,799 83.4
1,166,796 852,939 313,857 36.8
3,063,777 3,104,156 (40,379) (1.3)
4,230,573 3,957,095 273,478 6.9
765,427 1,549,291 (783,864) (50.6)
10,388,694 10,465,500 (76,806) 0.7)
6,191,260 6,290,310 (99,050) (1.6)
5,983,899 6,571,883 (587,984) (8.9)

$ 22,563,853 23,327,693 (763,840) (3.3) %
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED JUNE 30, 2020

For The Years
Ended June 30 2020 Change
2020 2019 Amount Percent
REVENUES
Program revenues:
Charges for services $ 1,618,678 1,671,258 (52,580) (3.1) %
Operating grants and contributions 428,003 1,045,594 (617,591) (59.1)
Capital grants and contributions 111,210 - 111,210 100.0
General revenues:
Taxes 6,029,616 6,623,372 (593,756) (9.0)
Federal interest subsidy 48,738 52,470 (3,732) (7.1)
Investment income 118,925 134,012 (15,087) (11.3)
Other 171,466 239,962 (68,496) (28.5)
Total Revenues 8,526,636 9,766,668 (1,240,032) (12.7)
EXPENSES
Administration 833,388 591,734 241,654 40.8
Boards and commissions 18,045 15,909 2,136 134
Building department 294,669 186,140 108,529 58.3
Fire department 2,616,489 2,380,714 235,775 9.9
Legal department 143,439 98,096 45,343 46.2
Municipal building 465,789 456,294 9,495 2.1
Municipal division 111,458 80,208 31,250 39.0
Police department 2,933,463 2,740,062 193,401 7.1
Public works 618,121 563,556 54,565 9.7
Stormwater 1,108,727 1,286,875 (178,148) (13.8)
Interest on long-term debt 146,888 158,853 (11,965) (7.5)
Total Expenses 9,290,476 8,558,441 732,035 8.6
CHANGE IN NET POSITION (763,840) 1,208,227 (1,972,067) (163.2)
NET POSITION, JULY 1 23,327,693 22,119,466 1,208,227 55
NET POSITION, JUNE 30 $ 22,563,853 23,327,693 (763,840) (3.3) %

Net Position decreased significantly in the current year, which can be attributed to the COVID-19 pandemic. Given the
City’s reliance on sales tax, the effect of the pandemic was devastating to that revenue source. The City experienced an
almost total shutdown for several months due to Health Department orders. Since the City’s sales tax is mainly from
high-end retail, those businesses were completely closed. The City also saw a significant decrease in Stormwater grant
funding during the year.
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Revenues by Source
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal require-
ments.

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term inflows, out-
flows, and balances of spendable resources. Such information is useful in assessing the City’s financing requirements. In
particular, unassigned fund balance may serve as a useful measure of the City’s net resources available for spending at the
end of the fiscal year.

At the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$8,594,059, a decrease of $425,451 in comparison with the prior year.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the unassigned fund bal-
ance of the General Fund was $6,087,170, while total fund balance amounted to $6,677,712. As a measure of the General
Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund expendi-
tures. Unassigned fund balance represents 97.2% of total General Fund expenditures, while total fund balance represents
106.6% of that same amount. The fund balance of the General Fund decreased by $6,399,386 during the current fiscal
year. This decrease is mainly due to a transfer to the Capital Improvement Fund to address the negative fund balance in
that fund.

The Stormwater Fund balance decreased by $60,342 during the fiscal year to $1,899,352 due to a decrease in grant reve-
nue during the course of the year.

The Capital Improvement Fund balance increased $6,034,277 during the fiscal year to $16,995. The main reason for the
increase was a transfer from the General Fund to address the negative fund balance.

GENERAL FUND BUDGETARY HIGHLIGHTS

The General Fund fell short of projections during 2020 due to the effects of the COVID-19 pandemic. Municipal taxes
were more than 10% below budget. Use taxes and building permits; however, significantly outperformed budget expecta-
tion. All departments showed expenditure savings, due to control measures put in place after the onset of the pandemic
CAPITAL ASSETS

The City has invested, net of accumulated depreciation, $12,810,009 at June 30, 2020, in a broad range of capital assets,
including land, buildings, vehicles, equipment, and infrastructure. This amount represents a net decrease of $303,099 for

the current fiscal year (including additions and deductions).

The City’s capital assets, net of accumulated depreciation, consisted of:
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

June 30
2020 2019

Land $ 26,900 26,900
Construction in progress 56,621 -
Buildings and other improvements 8,480,424 8,760,052
Office furniture and equipment 1,987 3,122
Machinery and equipment 1,294,735 1,318,666
Infrastructure 2,949,342 3,004,368

Total Capital Assets $ 12,810,009 13,113,108

More information on capital asset activity during the year is provided in the notes to the financial statements in Note C.
LONG-TERM DEBT

The City’s long-term debt is detailed below. Additional information on the City’s long-term debt can be found in Note E
in the notes to the financial statements.

June 30
2020 2019
Certificates of participation $ 2,410,000 2,635,000
Plus - Premium 11,315 12,608
Compensated absences 642,462 456,547
Total Long-term Debt $ 3,063,777 3,104,155

Compensated absences, or accrued vacation and compensatory time, increased $185,914 over the prior fiscal year. Em-
ployees also earn sick leave, but accrued sick leave is not payable at termination. Upon eligible retirement, sick leave
may be converted to compensation.

Certificates of participation outstanding relate to the City government center project from 20009.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

Fiscal year 2020 has proven to be challenging given the COVID-19 pandemic. The City is heavily reliant on sales tax,
which was significantly affected by the mandatory shut-down issued by St. Louis County, which lasted more than 90
days. The long-term effect of the pandemic is still unknown at this time, but future sales tax revenues are almost certainly
going to be affected for the foreseeable future.

The City’s 2020 revenue performed below expectations, with a 11.7% decrease from budget as a final result. Excluding
grants and MSD project contributions, performance was 8.7% under budget. The City’s sales tax revenue for all funds
combined fell short of the budget by 16.0%. The new revenue budget for 2021 projects an 11.4% decline for total reve-
nues. Sales tax is projected to decrease by 25.0% compared to the 2019 - 2020 budget. An ongoing partnership with
MSD produces $152,000 in revenue available for storm water projects scheduled on Timber Trail. Real estate tax growth
is expected to yield a 3.3% increase due to new developments in the City.
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CITY OF FRONTENAC, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Overall expenditures for 2020 were 6.6% lower than budget for all funds and 4.2% lower than budget for capital and gen-
eral funds combined. As the pandemic began to unfold, the City implemented an emergency spending policy, basically
restricting spending to necessary expenditures only. Significant changes included postponing virtually all capital expendi-
tures as well as not going forward with an update to the comprehensive land-use plan.

General and Capital Fund operational expenditures for the new budget year of 2021 are expected to increase by 7.1%.
Total personnel expenditures are projected to increase by 3.3%, most of which will be related to retirement sick leave
payouts. The 2021 Capital Improvement Fund capital budgets include funding for computer equipment, EMS equipment,
firefighting gear, bridge repair, and Geyer Road engineering. The 2021 Storm Water Fund budget includes funding for
storm water projects on Timber Trail, Countryside Acres, and Gold Dust/Chapel Oaks, as well as Geyer Road engineer-

ing.

The net loss for all funds in 2020 of $425,451 is attributable to the decrease in revenue from the pandemic coupled with
the capital purchases savings. The 2021 net income adjustment to fund balance at year-end for Capital and General Funds
combined is budgeted to decrease by $1,112,398 to $5,624,752. The Parks and Storm Water Fund is projected to decrease
by $891,181 to $1,221,966.

The City’s long-term planning model is greatly utilized by the City. The model focuses on providing a long-term picture
of the City’s conservative revenue projections, planned expenditures, and the correlation of fund balance changes through
one year past the City’s debt service repayment (another 10 years). The model is updated periodically to enable manage-
ment to review and respond to variances that may affect budget objectives and outcomes.

As mentioned in the transmittal letter, the current base version indicates a need to improve revenue growth while manag-
ing expenses during the next few years. Without a significant influx of additional revenue, fund balance will drop below
25% of operating expenses in fiscal year 2022 - 2023. The base version takes into account the current development of the
DESCO site, anchored by Lifetime Fitness, as well as the McBride Homes development, Arbors at Frontenac.

The 20-year planning model assisted the City in receiving the AAA issuer credit rating from Standard & Poor’s during its
bond issue in October, 2009. This was reaffirmed in 2013.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the
City’s finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Finance Officer, City of Frontenac, 10555 Clayton Road, Frontenac, Missouri
63131.
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CITY OF FRONTENAC, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The CITY OF FRONTENAC, MISSOURI (the City) was incorporated in 1947. The City operates under a
Mayor and six-member Board of Alderpersons form of government and provides various services including
public safety (police and fire), capital improvements, planning and zoning, and general administrative services.

The significant accounting policies applied by the City in the preparation of the accompanying basic financial
statements are summarized below:

1.

Reporting Entity

The financial statements of the City include the financial activities of the City and any compo-
nent units, entities which are financially accountable to the City. The City does not currently
have any component units.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the nonfiduciary activities of the primary government.
The effect of interfund activity has been removed from these statements. Governmental activi-
ties, which normally are supported by taxes and intergovernmental revenues, are reported sepa-
rately from business-type activities, which rely to a significant extent on fees and charges for
support.

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

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measure-
ment focus and the accrual basis of accounting. Revenues are recorded when earned and ex-
penses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and simi-
lar items are recognized as revenue as soon as all eligibility requirements imposed by the pro-
vider have been met.

Page 18



CITY OF FRONTENAC, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Con-
tinued)

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

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Only the portion of special assessments receivable due within the current fiscal pe-
riod is considered to be susceptible to accrual as revenue of the current period, if any. All other
revenue items are considered to be measurable and available only when cash is received by the
City.

The City reports the following major governmental funds:

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

Stormwater Fund -- The Stormwater Fund is a Special Revenue Fund used to account for the
financial resources from the %2 cent stormwater sales tax and sewer lateral assessments. The rev-
enues are to be used for stormwater projects and sewer lateral repairs.

Capital Improvement Fund -- The Capital Improvement Fund is used to account for financial
resources from the % cent capital improvement sales tax and road and bridge taxes. The reve-
nues are to be used for acquisition, construction, operation, or maintenance of major capital facil-
ities, capital improvements, and operating equipment.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other
charges and various other functions of the City. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include: 1) charges to customers or applicants for goods,
services, or privileges provided; 2) operating grants and contributions; and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as pro-
gram revenues. Likewise, general revenues include all taxes.
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NOTES TO FINANCIAL STATEMENT

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.

Cash and Investments

The City considers all highly liquid debt instruments purchased with a maturity of three months
or less to be cash equivalents. State statutes authorize the City to invest in obligations of the
U.S. Treasury, federal agencies, commercial paper, corporate bonds, time certificates of deposit,
and repurchase agreements. Investments are stated at fair value.

Allowance for Doubtful Accounts

Municipal Division receivables are shown net of an allowance for uncollectibles of $17,050, and
ambulance revenues are shown net of an allowance for uncollectibles of $21,004. The City es-
timates all other recorded accounts receivable at year-end are collectible and thus no allowance
for doubtful accounts has been included in these financial statements for those accounts receiv-
able.

Restricted Assets

Certain resources set aside for escrow amounts are classified as restricted assets on the balance
sheet because their use is limited by the liability and legal requirements.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are re-
corded as prepaid items in both the government-wide and fund financial statements. When ap-
plicable, the cost of prepaid items is recorded as expenses/expenditures when consumed rather
than when purchased.

Capital Assets

Capital assets, which include property, equipment, and infrastructure (e.g., roads, bridges, side-
walks, and similar items), are reported in the government-wide financial statements. Capital as-
sets are defined by the City as assets with an initial cost of more than $5,000 and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated histori-
cal cost if purchased or constructed. Donated capital assets are recorded at estimated acquisition
value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

The City has elected not to record the historical cost of infrastructure placed in service prior to
July 1, 2003.
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NOTES TO FINANCIAL STATEMENT

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

8.

10.

Capital Assets (Continued)

Depreciation is being computed on the straight-line method, using asset lives as follows:

Assets Years
Buildings and other improvements 10 - 50
Office furniture and equipment 5-20
Machinery and equipment 3-20
Infrastructure 20 - 50

Interfund Transactions

In the fund financial statements, the City has the following types of transactions among funds:

Transfers -- Transfers of resources from a fund revenue to the fund through which resources are
to be expended are recorded as transfers. Such transfers are reported as other financing sources
(uses), if any.

Due To/From Other Funds -- Interfund amounts receivable/payable are reported as assets and
liabilities of the appropriate funds, if any. The interfund balances are expected to be repaid with-
in the upcoming fiscal year.

Elimination of interfund activity has been made for governmental activities in the government-
wide financial statements.

Compensated Absences

Compensated absences of the City consist of the following: accrued vacation and compensatory
time which is paid upon termination to all employees, and accrued sick leave which may be con-
verted to compensation upon full retirement of an employee up to a maximum of one-half of ac-
tual accrued leave.

City employees earn vacation based upon their years of continuous service. Employees are ex-
pected to take an annual vacation; however, employees may carry over one-half of their current
year’s vacation accrual. All full-time employees accrue vacation at rates based on years of con-
tinuous full-time employment. Employees may accumulate up to six months of sick time, which
is 1,040 hours for general and police employees, and 1,378 hours for firefighters.

The accrued compensated absences benefit liability is recorded in the government-wide financial
statements as long-term debt and is expected to be paid from future resources.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

11.

12.

13.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities. Bond premiums and discounts are deferred and amortized over the life of
the bonds using the straight-line method. Bonds payable are reported net of applicable bond
premium or discount.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is re-
ported as other financing sources. Premiums received on debt issuances are reported as other fi-
nancing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt ser-
vice expenditures.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element represents a con-
sumption of net position that applies to a future period(s) and so will not be recognized as an out-
flow of resources (expense/expenditure) until then. The City has deferred outflows of resources
related to the pension reported on the government-wide statement of net position.

In addition to liabilities, the statement of financial position will sometimes report a separate sec-
tion for deferred inflows of resources. This separate financial statement element represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The City currently has deferred inflows of re-
sources for unavailable revenues reported on the governmental funds balance sheet. The City
also has deferred inflows of resources related to the pension reported on the government-wide
statement of net position.

Fund Balances

The fund balance amounts are reported in the following applicable categories, listed from the
most restrictive to the least restrictive:

Nonspendable -- The portion of fund balance that is not in a spendable form or is required to be
maintained intact.

Restricted -- The portion of fund balance that is subject to external restrictions and constrained
to specific purposes imposed by agreement, through constitutional provisions, or by enabling
legislation.

Committed -- The portion of fund balance with constraints or limitations by formal action (ordi-
nance) of the Board of Alderpersons, the highest level of decision-making authority.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

13.

14.

15.

Fund Balances (Continued)

Assigned -- The portion of fund balance that the City intends to use for a specific purpose as de-
termined by the applicable City officials to which the Board of Alderpersons has designated au-
thority.

Unassigned -- Amounts that are available for any purpose; these positive amounts are reported
only in the General Fund.

When an expenditure is incurred in governmental funds which may be paid using either re-
stricted or unrestricted resources, the City’s policy is to pay the expenditure from the restricted
fund balance and then from less restrictive classification - committed, assigned, and then unas-
signed fund balances.

The fund balance of the City’s General Fund has been accumulated to provide stability and flex-
ibility to respond to unexpected adversity and/or opportunities. The target is to maintain an un-
assigned fund balance of not less than 50% of annual operating expenditures for the fiscal year.

Ambulance Revenue

The City provides ambulance service to its residents and to the surrounding municipalities of
Huntleigh, Crystal Lake Park, and Country Life Acres. Payments for ambulance service are
charged to insurance companies, Medicare, Medicaid, and individuals. Gross ambulance service
charges are typically reduced by insurance companies, Medicare, and Medicaid as well as
amounts that are written off as uncollectible and referred to collections. During the year ended
June 30, 2020, the City had gross charges totaling $265,359. The gross charges were reduced by
amounts disallowed by the insurance companies, Medicare, and Medicaid totaling $95,948, un-
collectible amounts (amounts referred to collections) totaling $39,072, and a refund amount of
$5,465.

Property Taxes

Property taxes attach as an enforceable lien on property as of January 1, based on the assessed
value of the property. Taxes are levied in October and are due and payable on or before Decem-
ber 31.

Property tax revenue is recognized to the extent it is collected within 60 days after year-end in
the fund financial statements. Property taxes not collected within 60 days of year-end are de-
ferred for fund financial statements but are recognized as revenue in the government-wide finan-
cial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

15.

16.

17.

Property Taxes (Continued)

All property tax assessment, billing, and collection functions are handled by the St. Louis County
government. Taxes collected are remitted to the City by the St. Louis County Collector (the
County Collector) in the month subsequent to the actual collection date. Taxes held by the
County Collector, if any, are included in property taxes receivable in the accompanying fund fi-
nancial statements.

Use of Estimates

The preparation of basic financial statements in conformity with accounting principles generally
accepted in the United States of America requires the City to make estimates and assumptions
that affect the reported amounts of assets and liabilities at fiscal year-end and revenues and ex-
penditures during the reporting period. Actual results could differ from those estimates.

Pensions

For purposes of measuring the net pension asset/liability, deferred outflows of resources and de-
ferred inflows of resources related to pensions, and pension expense, information about the fidu-
ciary net position of the Missouri Local Government Employees Retirement System (LAGERS)
and additions to/deductions from LAGERS’ fiduciary net position have been determined on the
same basis as they are reported by LAGERS. For this purpose, benefit payments (including re-
funds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. LAGERS’ investments are reported at fair value.

NOTE B - CASH AND INVESTMENTS

1.

Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City’s deposits
may not be returned or the City will not be able to recover collateral securities in the possession
of an outside party. The City’s bank deposits are required by state law to be secured by the de-
posit of certain securities specified at RSMo 30.270 with the City or trustee institution. The
value of the securities must amount to the total of the City’s cash not insured by the Federal De-
posit Insurance Corporation.

As of June 30, 2020, the City’s bank balances were entirely secured or collateralized with securi-
ties held by the City or by its agent in the City’s name.
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NOTE B - CASH AND INVESTMENTS (Continued)

2.

Investments

As of June 30, 2020, the City had the following investments:

Maturities
Fair Less Than Credit
Investments Value One Year Risk
Money market funds $ 7,367,655 7,367,655 Not rated

Investment Policies
The City’s formal investment policies are as follows:

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its ob-
ligations. The City minimizes credit risk by pre-qualifying the financial institutions, brokers/
dealers, and advisors with which the City will do business and diversifying the portfolio to re-
duce potential losses on individual securities.

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. Investments held for longer periods are subject to increased risk of adverse inter-
est rate changes. The City minimizes the risk by structuring the investment portfolio so that se-
curities mature to meet cash requirements for ongoing operations, thereby avoiding the need to
sell securities on the open market prior to maturity. The City invests operating funds primarily
in shorter-term securities.

Concentration of Credit Risk is the risk of loss attributed to the magnitude of the City’s in-
vestment in a single issuer. The City will diversify the portfolio so that potential losses on indi-
vidual securities will be minimized.

Concentration of credit risk is required to be disclosed by the City for investments in any one
issuer that represent 5% or more of total investments (investments issued by or explicitly guaran-
teed by the United States Government, investments in mutual funds, investments in external in-
vestment pools, and investments in other pooled investments are exempt). At June 30, 2020, the
City had the following investment concentrations:

Percent Of
Fair Total
Investments Value Investments
Money market funds - certain banks
greater than 5% $ 7,279,210 98.80 %
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NOTE B - CASH AND INVESTMENTS (Continued)
3. Fair Value Measurements

The City classifies its fair value measurements within the fair value hierarchy established by ac-
counting principles generally accepted in the United States of America. The hierarchy is based
on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are prices
quoted in active markets for those securities; Level 2 inputs are significant other observable in-
puts using a matrix pricing technique; and Level 3 inputs are significant unobservable inputs.
Matrix pricing is used to value securities based on the securities’ relationship to benchmark
quoted prices. The inputs and methodologies used for valuing investment securities are not nec-
essarily an indication of risk associated with investing in those securities. The City only has
money market funds as of June 30, 2020, which are not measured at fair value and are excluded
from the fair value hierarchy.

NOTE C - CAPITAL ASSETS

The following is a summary of changes in capital assets:

For The Year Ended June 30, 2020

Balance Balance
June 30 June 30
2019 Increases  Decreases 2020
Capital assets not being depreciated:
Land $ 26,900 - - 26,900
Construction in Progress - 56,621 - 56,621
Total Capital Assets not
Being Depreciated 26,900 56,621 - 83,521
Capital assets being depreciated:
Buildings and other improvements 11,170,384 - - 11,170,384
Office furniture and equipment 95,954 - - 95,954
Machinery and equipment 2,451,051 214,482 143,360 2,522,173
Infrastructure 3,880,868 33,400 - 3,914,268
Total Capital Assets
Being Depreciated 17,598,257 247,882 143,360 17,702,779
Less - Accumulated depreciation for:
Buildings and other improvements 2,410,332 279,628 - 2,689,960
Office furniture and equipment 92,832 1,135 - 93,967
Machinery and equipment 1,132,385 198,732 103,679 1,227,438
Infrastructure 876,500 88,426 - 964,926
Total Accumulated
Depreciation 4,512,049 567,921 103,679 4,976,291
Total Capital Assets Being
Depreciated, Net 13,086,208 (320,039) 39,681 12,726,488
Total Capital Assets, Net $ 13,113,108 (320,039) 39,681 12,810,009
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NOTE C - CAPITAL ASSETS (Continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

For The
Year Ended

June 30

2020

Administration $ 8,100
Building department 6,061
Fire department 85,348
Municipal building 275,069
Police department 61,584
Public works 100,974
Stormwater 30,785
Total $ 567,921

NOTE D - PENSION PLAN

Plan Description

The City’s defined benefit pension plan provides certain retirement, disability, and death benefits to plan mem-
bers and beneficiaries. The City participates in the Missouri Local Government Employees Retirement System
(LAGERS). LAGERS is an agent multiple-employer, statewide public employee pension plan established in
1967 and administered in accordance with RSMo 70.600-70.755. As such, it is LAGERS’ responsibility to ad-
minister the law in accordance with the expressed intent of the General Assembly. The plan is qualified under
the Internal Revenue Code Section 401(a) and is tax exempt. The responsibility for the operations and admin-
istration of LAGERS is vested in the LAGERS’ Board of Trustees consisting of seven persons. LAGERS is-
sues a publicly available financial report that includes financial statements and required supplemental infor-
mation. This report may be obtained by accessing the LAGERS’” website at www.molagers.org. The pension
liability is generally liquidated by the General Fund, Capital Improvements Fund, and Stormwater Fund.

Benefits Provided

LAGERS provides retirement, death, and disability benefits. Benefit provisions are adopted by the governing
body of the employer, within the options available in the state statutes governing LAGERS. All benefits vest
after 5 years of credited service. Employees who retire on or after age 60 (55 for police and fire) with 5 or more
years of service are entitled to an allowance for life based upon the benefit program information provided be-
low. Employees may retire with an early retirement benefit with a minimum of 5 years of credited service and
after attaining age 55 (50 for police and fire) and receive a reduced allowance.
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NOTE D - PENSION PLAN (Continued)

2020 Valuation

Benefit multiplier 1.5% for life, plus 0.5% to age 65
Final average salary 3 years
Member contributions Noncontributory for employees

Benefit terms provide for annual post-retirement adjustments to each member’s retirement allowance subse-
quent to the member’s retirement date. The annual adjustment is based on the increase in the Consumer Price
Index and is limited to 4% per year.

Employees Covered by Benefit Terms

At June 30, 2020, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 30
Inactive employees entitled to but not yet receiving benefits 17
Active employees 52
Total 99
Contributions

The City is required to contribute amounts at least equal to the actuarially determined rate, as established by
LAGERS. The actuarially determined rate is the estimated amount necessary to finance the cost of benefits
earned by employees during the year, with an additional amount to finance an unfunded accrued liability. Full-
time employees of the City do not contribute to the pension plan. The City contribution rates are 5.8% (Gen-
eral), 10.0% (Police), and 0.8% (Fire) of annual covered payroll.

Net Pension Liability (Asset)

The City’s net pension liability (asset) was measured as of June 30, 2020, and the total pension liability used to
calculate the net pension liability (asset) was determined by an actuarial valuation as of February 29, 2020.

Actuarial Assumptions

The total pension liability in the February 29, 2020 actuarial valuation was determined using the following ac-
tuarial assumptions, applied to all periods included in the measurement:

Inflation 3.25% wage inflation; 2.50% price inflation
Salary Increase 3.25% to 7.15% including wage inflation
Investment rate of return 7.25%, net of investment expenses

Page 28



CITY OF FRONTENAC, MISSOURI
NOTES TO FINANCIAL STATEMENT

NOTE D - PENSION PLAN (Continued)

The healthy retiree mortality tables for post-retirement mortality were RP-2014 Healthy Annuitant mortality
table for males and females. The disabled retiree mortality tables for post-retirement mortality were the
RP-2014 disabled mortality table for males and females. The pre-retirement mortality tables used were the
RP-2014 employees’ mortality tables for males and females.

Both the post-retirement and pre-retirement tables were adjusted for mortality improvement back to the obser-
vation period base year of 2006. The base year for males was then established to be 2017. Mortality rates for a
particular calendar year are determined by applying the MP-2015 mortality improvement scale to the above de-
scribed tables.

The actuarial assumptions used in the February 29, 2020 valuation were based on the results of an actuarial ex-
perience study for the period March 1, 2010 through February 28, 2015.

The long-term expected rate of return on pension plan investments was determined using a model method in
which the best-estimate ranges of expected future real rates of return (expected returns, net of investment ex-
penses and inflation) are developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Weighted Average
Target Long-term Expected

Asset Class Allocation  Real Rate Of Return

Alpha 15.00% 3.67%
Equity 35.00 478

Fixed income 31.00 1.41

Real assets 36.00 3.29
Strategic assets 8.00 5.25
Cash/leverage (25.00) (0.29)

Discount Rate

The discount rate used to measure the total pension liability is 7.25%. The projection of cash flows used to de-
termine the discount rate assumes that employer and employee contributions will be made at the rates agreed
upon for employees and the actuarially determined rates for employers. Based on these assumptions, the pen-
sion plan’s fiduciary net position was projected to be available to pay all projected future benefit payments of
current active and inactive employees. Therefore, the long-term expected rate of return on pension plan invest-
ments was applied to all periods of projected benefit payment to determine the total pension liability.
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Changes in the Net Pension Liability (Asset)

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability (Asset)
(a) (b) (a)-(b)
Balances at June 30, 2019 $ 20,105,602 25,339,650 (5,234,048)
Changes for the year
Service cost 451,973 - 451,973
Interest 1,446,096 - 1,446,096
Difference between expected
and actual experience (23,998) - (23,998)
Contributions - employer - 242,181 (242,181)
Net investment income - 319,197 (319,197)
Benefit payments, including refunds (776,533) (776,533) -
Administrative expense - (12,103) 12,103
Other changes - (14,627) 14,627
Net Changes 1,097,538 (241,885) 1,339,423
Balances at June 30, 2020 $ 21,203,140 25,097,765 (3,894,625)

Sensitivity of the Net Pension Liability (Asset) to Changes in the Discount Rate

The following presents the net pension liability (asset) of the City, calculated using the discount rate of 7.25%,
as well as what the City’s net pension liability (asset) would be using a discount rate that is 1% point lower
(6.25%) or 1% point higher (8.25%) than the current rate.

Current Single
Discount Rate

19% Decrease Assumption 1% Increase
Net pension liability (asset) ($ 871,903) (3,894,625) (6,399,748)

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

For the year ended June 30, 2020, the City recognized negative pension expense of $297,941. Reported de-
ferred outflows and inflows of resources are related to the following sources:
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Differences in experience

Assumption changes

Net difference between projected and
actual earnings

Total

Outflows Inflows Net Outflows

$ 335,634 (765,427) (429,793)
131,345 - 131,345
631,755 - 631,755
$ 1,098,734 (765,427) 333,307

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pen-

sion expense as follows:

For The Plan
Years Ending
June 30
2021 $ (123,095)
2022 56,625
2023 256,709
2024 219,543
2025 (62,963)
Thereafter (13,512)
Total $ 333,307
NOTE E - LONG-TERM LIABILITIES
A summary of changes in long-term debt is as follows:
For The Year Ended June 30, 2020
Balance Balance Due
June 30 June 30 Within
2019 Additions Deletions 2020 One Year
Certificates of participation $ 2,635,000 - 225,000 2,410,000 230,000
Plus - premium 12,608 - 1,293 11,315 -
Compensated absences 456,548 660,510 474,596 642,462 321,231
Total $ 3,104,156 660,510 700,889 3,063,777 551,231

The compensated absences are generally liquidated by the General Fund, Stormwater Fund, and the Capital Im-
provement Fund. The certificates of participation are liquidated by the Capital Improvement Fund.

Page 31



CITY OF FRONTENAC, MISSOURI
NOTES TO FINANCIAL STATEMENT

NOTE E - LONG-TERM LIABILITIES (Continued)

Certificates of Participation

In October 2009, the City issued $4,010,000 in Certificates of Participation (Series 2009A and B) to provide
funds for the construction of a new City government center. The certificates are due in varying amounts
through March 1, 2029 with interest rates ranging from 3% to 6.03%. The Series 2009B are taxable Build
America Bonds for which the City receives interest subsidy payments.

Aggregate maturities required on the debt are as follows:

For The
Years Ending

June 30 Principal Interest Total
2021 $ 230,000 139,961 369,961
2022 240,000 127,356 367,356
2023 250,000 114,205 364,205
2024 255,000 100,505 355,505
2025 265,000 86,531 351,531
2026 - 2029 1,170,000 179,995 1,349,995
Total $ 2,410,000 748,553 3,158,553

NOTE F - OPERATING LEASES

The City is a lessor of property used for mobile phone towers by three telephone service providers. The leases
have various years remaining and may be subsequently cancelled. Revenue related to these leases approxi-
mated $55,000 during the fiscal year.

NOTE G - INSURANCE

The City participates in the St. Louis Area Insurance Trust (SLAIT), a self-insurance pool. Membership in-
cludes other St. Louis County municipalities.

SLAIT provides health insurance, general liability, auto liability, police professional liability, and paramedic’s
malpractice coverage for the City. Premiums are calculated on an individual city basis by reviewing exposures
according to insurance industry standards established by the reinsurance carrier. The rates are adjusted for each
member using a three-year analysis of claims and losses for each member. Claims are paid from a self-insured
retention established by the pool with stop-loss protection provided on both an individual and aggregate basis
through the purchase of reinsurance contracts.
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SLAIT also provides workers’ compensation coverage at levels required by state law. Each member of SLAIT
is assessed an annual premium based upon rates established by the Division of Workers” Compensation for each
class of employee. Claims are paid from a self-insured retention established by the pool with stop-loss protec-
tion on both an individual claim and aggregate basis provided by a reinsurance contract.

The City also purchases commercial insurance policies for auto physical damage, property coverage, public of-
ficial liability, and other coverage.

Settled claims have not exceeded the commercial coverage in any of the past three years.

NOTE H - DISPATCHING SERVICES

The City contracts its fire and ambulance dispatching through a central dispatching service (Central County
Emergency 911 Dispatching Center). The agreement is effective through December 31, 2021, and automat-
ically renews until canceled. The total charges for these services rendered during the year ended June 30, 2020
were $103,647.

The City has a cooperative agreement with two other municipalities to form the West Central Dispatch Center
(WCDC). WCDC provides police dispatch services to the City. The fees paid to WCDC are based on the per-
centage of calls for service of each member city. The agreement is effective until cancelled. During the year
ended June 30, 2020, the City paid $292,608 to WCDC, which included $13,132 for phone and internet charges.

Further financial data and audited financial reports may be obtained from each of these dispatch services.

NOTE | - RESTRICTED NET POSITION

The government-wide statement of net position reports $6,191,260 of restricted net position, $1,963,328 of
which is restricted by enabling legislation.

NOTE J- TAX ABATEMENTS

Under RSMo Chapter 353, real property tax abatement is available within blighted areas. Under this program,
an eligible city or county may approve a redevelopment plan that provides for tax abatement for up to 25 years,
thus encouraging the redevelopment of the blighted area. To be eligible an urban redevelopment corporation
must be formed and must take title to the property to be redeveloped. During the terms of the program, a cer-
tain percentage of the property tax amount for assessed value of the eligible property is abated. At the end of
the fiscal year 2020, the City had one active Chapter 353 project. For the year ended June 30, 2020, approxi-
mately $20,800 of City real estate property tax was abated through this program. For the year ended June 30,
2020, the City’s stormwater tax was also abated for this same project amounting to approximately $14,000.
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NOTE K - COMMITMENTS AND CONTINGENCIES

The City is subject to various lawsuits. Although the outcome of these lawsuits is not presently determinable,
the City believes the resolution of these matters will not have a material adverse effect on the financial condi-
tion of the City.

The City has entered into agreements with contractors for various construction projects. As of June 30, 2020
the remaining contract commitments were $433,493.

NOTE L - SUBSEQUENT EVENTS

In October 2020, the City entered into a lease purchase agreement for $2,590,000 to refinance the 2009 Certifi-
cation of Participation bonds and to finance the acquisition of an ambulance.

As a result of COVID-19 coronavirus, the ongoing spread continues to lead to economic uncertainty. The dura-
tion of these uncertainties and the ultimate effects cannot be reasonably estimated at this time. In addition, the
amount of tax collections after year-end and other factors could be significantly affected by the COVID-19 pan-
demic due to economic slowdown issues.

NOTE M - FUTURE ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board (GASB) had issued several statements not yet implemented by
the City. The statements which might impact the City are as follows:

e In May 2020, the GASB issued Statement No. 95, Postponement of the Effective Dates of Certain Au-
thoritative Guidance. GASB Statement No. 87, Leases has been postponed 18 months, GASB State-
ment No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements
has been postponed one year.

e GASB Statement No. 87, Leases. The objective of this Statement is to better meet the informational
needs of financial statement users by improving accounting and financial reporting for leases by gov-
ernments. The requirements of this Statement are effective for reporting periods beginning after
June 15, 2021.
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CITY OF FRONTENAC, MISSOURI
REQUIRED SUPPLEMENTAL INFORMATION - NOTES TO
SCHEDULES OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2020

Budgets and Budgetary Accounting

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

a.

The proposed budget is submitted to the Board of Alderpersons for the fiscal year. The operating
budget includes proposed expenditures and means of financing them, not to exceed the total revenue
of the preceding year plus any fund balance at the end of such year. The City budgets expenditures
in excess of revenues and available fund balance in the Capital Improvement Fund which per the
City’s budget procedure effects the amount due to the General Fund.

Public hearings are held to obtain taxpayer input and comments.

The budget must be adopted by the affirmative vote of a majority of the Board of Alderpersons for
each fiscal year.

The Board of Alderpersons authorizes transfers of budgeted amounts between departments within
the General Fund and alters the total expenditures of the budgeted funds. All appropriations not
spent lapse at fiscal year-end.

During the year, the Board of Alderpersons may amend or authorize supplemental appropriations to
the budget.

The City’s legal level of budgetary control is at the fund level.

Budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America.

For the year ended June 30, 2020, the General Fund’s Boards and Commissions department and Building de-
partment had expenditures exceeding appropriations by $1,365 and $9,491, respectively. These over expendi-
tures were covered by current year revenues, available fund balance, or will be recovered by future year’s reve-

nues.
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CITY OF FRONTENAC, MISSOURI
STATISTICAL SECTION

This part of the City’s comprehensive annual financial report presents detailed information as a context for un-
derstanding what the information in the financial statements, note disclosures, and required supplemental in-
formation says about the City’s overall financial health.

Contents Pages

Financial Trends
These schedules contain trend information to help the reader understand how the City’s
financial performance and well-being have changed over time. 47 -50

Revenue Capacity
These schedules contain information to help the reader assess the City’s most significant
local revenue sources. 51-57

Debt Capacity
These schedules present information to help the reader assess the affordability of the City’s
current levels of outstanding debt and the City’s ability to issue additional debt in the future. 58 - 60

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader understand
the environment within which the City’s financial activities take place. 61 - 63

Operating Information
These schedules contain service and infrastructure data to help the reader understand how the
information in the City’s financial report relates to the services the City provides and the
activities it performs. 64 - 66

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year.
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SECTION IV - INTERNAL CONTROL AND
COMPLIANCE SECTION










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.

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, regula-
tions, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on com-
pliance 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 compli-
ance and the results of that testing, and not to provide an opinion on the effectiveness of the City’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 City’s internal control and compliance. Ac-
cordingly, this communication is not suitable for any other purpose.

%CLAJJL, Rlowe, ¢ Ca LLP

CERTIFIED PUBLIC ACCOUNTANTS 2 j
Chesterfield, Missouri
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