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DEANDORTON\

Independent Auditor's Report

To the Honorable Mayor and City Council
City of Shively, Kentucky

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities and each major fund of the City
of Shively, Kentucky (the City), as of and for the year ended June 30, 2022, and the related notes to the
financial statements, which collectively comprise the City's basic financial statements as listed in the
table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major fund of the
City, as of June 30, 2022, and the respective changes in financial position, and the budgetary
comparison for each major fund for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards).
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the City
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

deandorton.com



City Council
City of Shively, Kentucky
Independent Auditor's Report, continued

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.



City Council
City of Shively, Kentucky
Independent Auditor's Report, continued

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Supplementary Pension and OPEB Information on pages 35 through 40 be presented to supplement
the basic financial statements. Such information is the responsibility of management and, 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 operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary 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 procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing 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 operational, economic, or
historical context. Our opinions on the basic financial statements are not affected by this missing
information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 27,
2025 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
matters. The purpose of that report is solely 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 the
effectiveness of the City's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City’s internal control over financial reporting and compliance.

Dean Dotlon A0l Foud PULC

Louisville, Kentucky
January 27, 2025
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CITY OF SHIVELY, KENTUCKY
Statement of Net Position

June 30, 2022

Assets

Cash and cash equivalents
Investments

Accounts receivable
Capital assets, net

Total assets

Deferred Outflows of Resources

Deferred amount related to pension plan
Deferred amount related to OPEB

Total deferred outflow of resources
Liabilities
Accrued liabilities
Accrued compensated absences
Unearned revenue
Net pension liability
Net OPEB liability

Total liabilities
Deferred Inflows of Resources

Deferred amount related to pension plan
Deferred amount related to OPEB

Total deferred inflow of resources
Net Position

Investment in capital assets
Restricted for road fund
Unrestricted

Total net position

See accompanying notes.

Governmental
Activities

$ 4,837,525
2,434,709
2,009,382
6.119.814

$_15.,401.430

$ 2,759,231
2,542,876

$_ 5,302,107

688,246
1,689,156
1,585,050

19,296,531
5,854,039

$_29,113,022

$ 3,502,842
2,280,532

$_ 5,783,374

$ 6,119,814
235,355
(20,548,028)

$.(14,192,859)



CITY OF SHIVELY, KENTUCKY
Statement of Activities

Year Ended June 30, 2022

Program Revenues

Net

(Expenses)
Operating Capital Grants Revenues and

Charges for Grants and and Changes in

Functions/Programs Expenses Services Contributions  Contributions Net Position

Governmental Activities:
General government $ 2,778,982 §$ 99,551 $ 19,373 $ 570,013 $ (2,090,045)
Police department 5,981,130 181,262 293,492 - (5,506,376)
Fire department 3,456,956 1,000 146,786 - (3,309,170)
Public works 1,240,027 9,337 - - (1,230,690)
Parks and recreation 107,272 - - - (107,272)
Streets and snow removal 180,148 - - - (180,148)
Depreciation 780,390 - - - (780,390)
Total Governmental $ 14524905 $ 291,150 $ 459,651 $ 570,013 (13,204,091)
Activities

General revenues:

Property tax 3,010,341
Occupational tax 3,979,693
Franchise tax 79,143
Insurance tax 3,136,145
Gross receipts and net profits tax 1,039,446
Whiskey tax 511,180
Bank shares tax 23,213
Motor vehicle tax 306,502
Omitted tangible tax 3,902
Intergovernmental 313,549
License and permits 57,060
Interest income 207
Rental income 61,458
Insurance proceeds 50,369
Penalties and interest 69,522
Gain on sale of capital assets 31,980
Investment loss (92,574)
Total general revenues 12,581,136
Change in net position (622,955)
Net position, beginning of year (13,569,904)
Net position, end of year $(14,192,859)

See accompanying notes.
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CITY OF SHIVELY, KENTUCKY

Balance Sheet - Governmental Funds

Assets

Cash and cash equivalents
Investments
Accounts receivable

Total assets
Liabilities and Fund Balances

Liabilities:
Accrued payroll liabilities
Unearned revenue
Total liabilities

Fund balances:
Restricted for road maintenance
Unassigned

Total fund balances

Total liabilities and fund balances

See accompanying notes.

June 30, 2022

Total
Governmental

General Fund Road Fund Funds
4602,170 $ 235,355 4,837,525
2,434,709 - 2,434,709
2,009,382 - 2,009,382
9,046,261 $ 235,355 9,281,616
688,246 $ - 688,246
1,585,050 - 1,585,050
2,273,296 - 2,273,296
- 235,355 235,355
6,772,965 - 6,772,965
6.772.965 235,355 7.008,320
9,046,261 $ 235,355 9,281,616




CITY OF SHIVELY, KENTUCKY

Reconciliation of the Balance Sheet - Governmental Funds to the Statement of Net Position

June 30, 2022

Total fund balances for governmental funds $ 7,008,320

Total net position reported for governmental activities in the statement of net
position is different because:

Capital assets, net of depreciation, used in governmental activities are not
financial resources, and therefore, not reported in the governmental funds. 6,119,814

Long-term liabilities and deferred inflows and outflows of resources are not
financial resources or current liabilities, and therefore, the net impact of the
pension-related liabilities and deferred inflows and outflows of resources are not
reported in the governmental funds. (20,040,142)

Long-term liabilities and deferred inflows and outflows of resources are not
financial resources or current liabilities, and therefore, the net impact of the
OPEB-related liabilities and deferred inflows and outflows of resources are not

reported in the governmental funds. (5,591,695)

Compensated absences are not due and payable in the current period, and

therefore, are not reported in the governmental funds. (1,689,156)
Total net position of governmental activities $.(14,192,859)

See accompanying notes.



CITY OF SHIVELY, KENTUCKY
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

Year Ended June 30, 2022

Actual
Total Over
Total General Road Governmental (Under)
Budget Fund Fund Funds Budget
Revenues:
Property tax $ 3,110,230 $ 3,010,341 $ - $ 3,010,341 (99,889)
Occupational tax 3,225,500 3,979,693 - 3,979,693 754,193
Franchise tax 153,000 79,143 - 79,143 (73,857)
Insurance tax 3,200,000 3,136,145 - 3,136,145 (63,855)
Whiskey tax 525,000 511,180 - 511,180 (13,820)
Gross receipts and net profits
tax 750,000 1,039,446 - 1,039,446 289,446
Bank shares tax 41,000 23,213 - 23,213 (17,787)
Motor vehicle tax 335,000 306,502 - 306,502 (28,498)
Omitted tangible tax 5,000 3,902 - 3,902 (1,098)
Intergovernmental 524,850 1,029,665 313,549 1,343,214 818,364
License and permits 60,000 57,060 - 57,060 (2,940)
Charges for services 156,500 291,150 - 291,150 134,650
Interest income 2,150 207 - 207 (1,943)
Rental income 55,000 61,458 - 61,458 6,458
Insurance reimbursement - 50,369 - 50,369 50,369
Penalties and interest 105,500 69,522 - 69,522 (35,978)
Investment loss - (92,574) - (92,574) (92,574)
Proceeds from sale of capital
assets - 31,980 - 31,980 31,980
Reserve 2,183,500 - - - (2,183,500)
Total revenues 14,432,230 13,588,402 313,549 13,901,951 (530,279)
Expenditures:
General government 3,273,700 2,817,118 - 2,817,118 (456,582)
Police department 4,818,132 5,549,612 - 5,549,612 731,480
Fire department 3,965,358 3,148,595 - 3,148,595 (816,763)
Public works 1,336,540 1,240,027 - 1,240,027 (96,513)
Parks and recreation 141,000 107,272 - 107,272 (33,728)
Streets and snow removal 278,000 - 180,148 180,148 (97,852)
Capital expenditures 617,500 489,220 - 489,220 (128,280)
Total expenditures 14,430,230 13,351,844 180,148 13,531,992 (898,238)
Net change in fund balances 2,000 236,558 133,401 369,959 $ 367,959
Fund balances, beginning of
year 6,536,407 101,954 6,638,361
Fund balances, end of year $ 6,772965 $ 235355 $ 7.008.,320

See accompanying notes.




CITY OF SHIVELY, KENTUCKY

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances -
Governmental Funds to the Statement of Activities

Year Ended June 30, 2022

Net change in fund balances - total governmental funds $ 369,959

The change in net position reported for governmental activities in the statement of
activities is different because:

Governmental funds report capital outlays as expenditures; however, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital outlays of $489,220 was less than depreciation of $780,390. (291,170)

Net difference between pension and OPEB plan contributions of $2,193,993
reported as expense in the governmental funds and the pension and OPEB
expense of $2,960,023 recorded in the statement of activities. (766,030)

Changes in the accrual for compensated absences are reported in the
statement of activities but do not require the use of current financial resources,

and therefore, are not reported as expenses in governmental funds. 64,286
Change in net position of governmental activities $__ (622,955)

See accompanying notes.



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements

1. Reporting Entity

The City of Shively, Kentucky (the City) is a home rule city located in Jefferson County, Kentucky. It
operates under an elected mayor-council form of government. The City provides the following
services authorized by its charter: public safety, public works, recreation, and community
development. Primary revenue sources are property taxes, occupational taxes, insurance premium
taxes, business licenses, municipal road aid, and base court revenue. Those revenues susceptible
to accrual are property taxes, occupational taxes, insurance premium taxes and municipal road aid.

All significant activities and organizations on which the City exercises oversight responsibility have
been included in the City's financial statements for the year ended June 30, 2022. The following
criteria regarding manifestation of oversight were considered by the City in its evaluation of City
organizations and activities:

Financial interdependency - The City is responsible for its debts and is entitled to surpluses. No
separate agency receives a financial benefit nor imposes a financial burden on the City.

Election of the government authority - The locally elected City Council is exclusively responsible
for all public decisions and accountable for the decisions it makes.

Ability to significantly influence operations - The City Council has the statutory authority under the
provisions of the Kentucky Revised Statutes (KRS) to significantly influence operations. This
authority includes, but is not limited to, adoption of the budget, control over all assets, including
facilities and properties, short-term borrowing, signing contracts, and developing the programs to
be provided.

Accountability of fiscal matters - The responsibility and accountability over all funds is vested in
the City Council.

There are no component units recognized in the basic financial statements of the City.
2. Summary of Significant Accounting Policies

The financial statements of the City have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) for governmental entities. The
Government Accounting Standards Board (GASB) is the standard-setting body for government
accounting and financial reporting. The GASB periodically updates its codification of the existing
Governmental Accounting and Financial Reporting Standards, which, along with subsequent GASB
pronouncements (Statements and Interpretations), constitutes GAAP for governmental units. The
more significant of these accounting policies are described below to assist the user in interpreting
these financial statements.

Management’s Use of Estimates

The preparation of financial statements in conformity with GAAP requires City management to make
estimates and assumptions that affect the reported amounts in the financial statements and
accompanying notes. Actual results could differ from those estimates.

10



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Government-Wide Financial Statements

The City has presented a statement of net position and a statement of activities for the City as a
whole. These statements include the primary government and its component units, if applicable.
Government-wide accounting is designed to provide a more comprehensive view of the City’s
operations and financial position as a single economic entity.

Government-wide financial statements distinguish between governmental-type and business-type
activities. Governmental-type activities are those financed through property taxes, intergovernmental
revenues, municipal aid, and other non-exchange revenues and are usually reported in
governmental and internal service funds. The City has no business-type activities.

Policies specific to the government-wide financial statements are as follows:

Capital Assets — Tangible assets used in operations with an initial useful life that extends beyond
one year are capitalized. Capital assets, including infrastructure, are recorded at their historical cost
and are depreciated using the straight-line method of depreciation over their estimated useful lives.
They are reported net of accumulated depreciation on the statement of net position. The City
capitalizes general infrastructure assets acquired on or after July 1, 2004.

All capital assets are depreciated using the straight-line depreciation method over the following
estimated useful lives:

Buildings and improvements 20 - 40 years
Furniture and fixtures 5-10 years
Infrastructure 10 - 25 years
Equipment 5-15years
Vehicles 5-10years

Pensions and Other Post-Employment Benefits (OPEB) — The City participates in the County
Employees Retirement System (CERS) administered by the Board of Trustees of CERS. This is a
cost-sharing, multiple employer defined benefit pension and OPEB plan, which covers all eligible
full-time employees and provides for retirement, disability, health insurance and death benefits to
plan members.

11



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Government-Wide Financial Statements, continued

Cost-sharing governmental employers, such as the City, are required to report a net pension and
OPEB liability, pension and OPEB expense, and pension and OPEB related deferred inflows and
deferred outflows of resources based on their proportionate share of the collective amounts for all
governments in the plan. For purposes of measuring the net pension and OPEB liability, deferred
outflows of resources and deferred inflows of resources related to pensions and OPEB, and pension
and OPEB expense, information about the fiduciary net position of CERS and additions to or
deductions from CERS'’ fiduciary net position have been determined on the same basis as they are
reported by CERS. The CERS financial statements are prepared using the accrual basis of
accounting. Plan member contributions are recognized in the period in which contributions are due.
Employer contributions to the plan are recognized when due and the employer has made a formal
commitment to provide the contributions. Benefits and refunds are recognized when due and
payable in accordance with terms of the plan. Investments are reported at fair value.

All governments participating in the defined benefit pension and OPEB plan also are required to
disclose various information in the footnotes to the financial statements — see Note 7.

Fund Financial Statements

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

A fund is a separate entity with a self-balancing set of accounts. Funds of the City are classified as
governmental. This category, in turn, is divided into separate fund types. The fund classifications
and a description of each existing fund type follow:

Governmental Funds — Governmental funds account for all or most of the City’s general
activities, including the collection of legally restricted monies, administrative expenses, and the
acquisition or construction of capital assets. Governmental funds include:

General Fund — The general operating fund of the City accounts for all financial resources,
except those required to be accounted for in other funds.

Road Fund — Repairs and improvements to the City’s road system are conducted through the
Road Fund.

12



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recognized when earned and expenses
are recognized when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met. Capital assets are reported and depreciated.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus,
only current assets and current liabilities are generally included on the balance sheet. 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, except pension and OPEB
liabilities are accounted for as expenditures in the period when contributions are made. Expenditures
for capital assets are reported as current expenses, and such assets are not depreciated.

Budgetary Accounting

The budget information reflected in the financial statements is the annual budget adopted by the City
in accordance with the provisions of Commonwealth of Kentucky law. The budget is prepared on a
basis consistent with GAAP.

The appropriated budget is prepared by fund, function and department. Transfers of appropriations
can be made within a City department. The general government function of the General Fund is
treated as a department for budgetary purposes and its budget is adopted at the object level.
Transfers of appropriations between departments require the approval of the governing council. The
legal level of budgetary control is the governing council. Certain supplemental budgetary
appropriations were made during the year, which were not considered material.

Budgeted amounts, as amended, in the fund financial statements are as adopted by ordinances of
the City.

13



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Adoption of New Accounting Standard

Effective July 1, 2021, the City adopted the provisions of GASB Statement No. 87, Leases (GASB
87). The objective of this statement is to better meet the information needs of financial statement
users by improving accounting and financial reporting for leases by governments. The statement
requires recognition of certain lease assets and liabilities for leases that previously were classified
as operating leases and recognition of inflows of resources or outflows of resources based on the
payment provisions of the contract. It establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. A lessee is
required to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow of resources.

The adoption of this new standard had no significant impact on the financial statements of the City
and there was no adjustment necessary to the opening balance of net position or fund balance as a
result of the implementation of GASB 87.

Cash and Cash Equivalents

Cash and cash equivalents include cash on-hand and highly liquid investments with an original
maturity of three months or less from the date of acquisition.

Investments

Investments are stated at fair value. Realized and unrealized gains and losses are reflected in the
statement of activities and the statement of revenues, expenditures, and changes in fund balances —
governmental funds.

Receivables

Receivables consist of all revenues earned at year end and not yet received. Receivables include
revenue accruals for property taxes, occupational taxes, insurance taxes, and other similar
intergovernmental revenues not yet received. The City considers all receivables to be fully
collectible; therefore, an allowance for doubtful accounts is not necessary.

Compensated Absences

Compensated absences include accumulated unpaid leave benefits. City employees are granted
leave benefits in varying amounts in accordance with administrative policy.

The City allows employees to accumulate unused sick leave to a maximum of 120 days. Earned

vacation time is generally required to be used within the year of accrual. Upon termination,
accumulated sick leave is not paid to the employees.

14



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Compensated Absences, continued

All accumulated leave benefits are accrued when incurred in the government-wide financial
statements. In governmental funds, compensated absences are not payable with available and
spendable resources, therefore, they are only recorded when they have matured, for example, as a
result of employee resignations and retirements, or when employees have taken vacation or sick
time.

A summary of the City's accrued compensated absences activity is as follows:

June 30, 2021 Net Decrease June 30, 2022
Accrued compensated absences $ 1,753,442 $ (64,286) $ 1,689,156

Net Position/Fund Balances

In the statement of net position, the components of net position are as follows:

Investment in Capital Assets — This category records capital assets net of accumulated
depreciation and reduced by any outstanding balances of bonds, mortgages, notes, or other
borrowing attributable to the acquisition, construction, or improvement of capital assets.

Restricted — Net position is reported as restricted when there are limitations imposed on their
use either through enabling legislation or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments. The City has restricted funds of $235,355
for road maintenance as of June 30, 2022.

Unrestricted — This category represents net position not appropriated for expenditures or legally
segregated for a specific future use.

In the balance sheet of governmental funds, fund balance is divided into the following classifications,
as applicable:

Nonspendable — These resources include amounts that cannot be spent because they are
either not spendable in form or are legally or contractually required to be maintained intact. The
City had no nonspendable funds as of June 30, 2022.

Restricted — Amounts constrained for a specific purpose by external parties, constitutional
provisions or enabling legislation. The City has restricted funds of $235,355 for road
maintenance as of June 30, 2022.

Committed — Amounts constrained for a specific purpose by the City using its highest level of
decision-making authority. For resources to be considered committed, the City Council issues
an ordinance that can only be changed with another corresponding ordinance. The City had no
committed funds as of June 30, 2022.

15



CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Net Position/Fund Balances, continued

Assigned — Amounts that the City intends to use for a specific purpose, but do not meet the
definition of restricted or committed fund balance. Amounts may be assigned by the City Council
or by a City official given authority to assign amounts. The City has no assigned funds as of June
30, 2022.

Unassigned — Amounts that have not been assigned to other funds or restricted, committed or
assigned to a specific purpose within the General Fund.

It is the policy of the City to spend restricted funds first when both restricted and unrestricted are
available. Once restricted funds are spent then committed, assigned and unassigned funds are
spent in that order.

Revenue Recognition

Tax revenues are recognized when cash is received. At year-end, revenue and a receivable are
recorded for taxes applicable to the current fiscal year-end and collected within 60 days of the fiscal
year-end. The most significant tax revenues are as follows:

Property Tax

The City assesses property taxes on January 1st, and bills are due and payable October 1st, in the
year assessed, for all real and personal property in the county. All bills paid after October 1st are
charged a 10% penalty per annum and 1/2% interest per month until collected. Property taxes
collected are recorded as revenues in the fiscal year for which they were levied.

The property tax rates assessed for the year ended June 30, 2022, to finance the General Fund
operations were $.354 per $100 valuation for real property and $.377 per $100 valuation for
personal property based on the most available Property Valuation Office assessment.

As of January 1, 2021, the taxable value of real and certain personal property, as assessed by the
Property Valuation Administrator (PVA), was $794,603,311. Property tax revenues, after applicable
discounts, were $3,010,341 for the year ended June 30, 2022.

Occupational Tax

The City imposes a tax of 1.5% of wages on persons who work within the City in any business,

profession, trade, or occupation. Such amounts are withheld from the employee's wages and
remitted quarterly with a completed payroll tax return detailing total wages and tax withholdings.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Revenue Recognition, continued

Insurance Tax

The City receives insurance fee income based on the number of insurance policies held by residents
of the City and based on the size of the associated premiums paid.

Gross Receipts and Net Profits Tax

The City imposes a tax on the gross receipts of any business operating within the City. Under this
ordinance, the minimum tax on gross receipts is $50 and the maximum amount is $590. The City
also imposes a tax on the net profits of any business operating within the City in any capacity in the
amount of 1.5%.

Subsequent Events

Management has evaluated subsequent events for accounting and disclosure requirements through
January 27, 2025, the date that the financial statements were available to be issued.

3. Deposits and Investments

Deposits

The City maintains deposits of public funds with depository institutions insured by the Federal
Deposit Insurance Corporation (FDIC) as required by KRS. According to KRS, the depository
institution should pledge or provide sufficient collateral which, together with FDIC insurance, equals
or exceeds the amount of public funds on deposit at all times. In order to be valid against the FDIC
in the event of failure or insolvency of the depository institution, this pledge or provision of collateral
should be evidenced by an agreement between the City and the depository institution, signed by
both parties, that is (a) in writing, (b) approved by the board of directors of the depository institution
or its loan committee, which approval must be reflected in the minutes of the board or committee,
and (c) an official record of the depository institution. These requirements were met.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a depository institution failure, the City’s deposits
may not be returned. The City does not have a deposit policy for custodial credit risk but rather
follows the requirements of KRS. As of June 30, 2022, all deposits were covered by FDIC insurance
or a properly executed collateral security agreement.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

3. Deposit and Investments, continued
Investments

As of June 30, 2022, the City had the following investments:

Maturity
Date Cost Fair Value
Money Market Funds $ 1,026,222 $ 1,026,222
Mutual Funds 229,251 255,660
Certificate of Deposit 12/27/2023 11,231 12,313
Certificate of Deposit 4/1/2027 221,700 221,700
Certificate of Deposit 4/11/2029 218,670 218,670
Certificate of Deposit 6/30/2023 250,975 250,975
Certificate of Deposit 12/19/2024 50,774 50,774
Certificate of Deposit 8/30/2023 197,803 197,803
Certificate of Deposit 5/18/2023 200,000 200,592

$_2406,626 $__ 2,434,709
Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The City does not have a formal investment policy that limits its investment maturities as
a means of managing its exposure to losses arising from changes in interest rates.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. KRS limits the City's investments to the following:

o Obligations of the United States and of its agencies and instrumentalities, including
obligations subject to repurchase agreements, obligations and contracts for future delivery or
purchase of obligations backed by the United States or its agencies and obligations of any
corporation of the United States Government. Certificates of deposit issued by or other
interest-bearing accounts of any bank or savings and loan institution insured by the FDIC or
similar entity.

o Uncollateralized certificates of deposit issued by any bank or savings and loan institution
rated in one of the three highest categories by a nationally recognized rating agency.

o Bankers’ acceptances for bank’s rate in one of the three highest categories by a nationally
recognized rating agency.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

3. Deposit and Investments, continued

Investments, continued

o Commercial paper rated in the highest category by a nationally recognized agency.

o Bonds or certificates of indebtedness of the Commonwealth of Kentucky and of its agencies
and instrumentalities.

o Securities issued by a state or local government, or any instrumentality or agency thereof, in
the United States and rated in one of the three highest categories by a nationally recognized
rating agency.

o Shares of mutual funds meeting specific characteristics outlined in the statute.

Also, the City is limited to investing no more than 20% in any one of four specifically mentioned
investments as allowed by KRS. The City had no investment policy that would further limit its
investment choices. In general, certificates of deposit are not subject to investment credit risk.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the City's investment in a
single issuer. The City does not have a formal investment policy that limits its concentration of credit
risk.

4. Fair Value of Measurements

The City classifies its investments based on a hierarchy consisting of: Level 1 (valued using quoted
prices from active markets for identical assets), Level 2 (not traded on an active market but for which
observable market inputs are readily available), and Level 3 (valued based on significant
unobservable inputs). The asset’s or liability’s fair value measurement level within the fair value
hierarchy is based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques maximize the use of observable inputs and minimize the use of unobservable
inputs.

Following is a description of the valuation methodologies used for investments measured at fair
value on a recurring basis:

Money market funds: Valued at cost, plus accrued interest, which approximates fair value.
Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by
the City are open-end mutual funds that are registered with the Securities and Exchange
Commission. These funds are required to publish their daily net asset value and to transact at
that price. The mutual funds held by the City are deemed to be actively traded.

Certificates of deposits: Valued at cost, plus accrued interest, which approximates fair value.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

4. Fair Value of Measurements, continued
There have been no changes in the valuation methodologies used at June 30, 2022.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the City believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.

To assess the appropriate classification of investments within the fair value hierarchy, the availability
of market data is monitored. Changes in economic conditions or valuation techniques may require
the transfer of investments from one fair value level to another. In such instances, the transfer is
reported at the beginning of the reporting period. Management evaluates the significance of
transfers between levels based upon the nature of the investment and size of the transfer. For the
year ended June 30, 2022, there were no significant transfers in or out of Level 3.

The following table sets forth by level, within the fair value hierarchy, the City’s investments at fair
value as of June 30, 2022:

Level 1 Level 2 Level 3 Total
Money market funds $ 1,026,222 $ - $ - $ 1,026,222
Mutual funds 255,660 - - 255,660
Certificates of deposit 1,152,827 - - 1,152,827
Total investments $ 2434709 $ - $ - $ 2,434,709

5. American Rescue Plan Act Funds

On March 11, 2021, the American Rescue Plan Act (ARPA) was signed into law. As a result of
ARPA, the U.S. Department of Treasury provided funding to all of the States to help local, county
and State governments recover from the impacts of the Coronavirus pandemic. Funds received
were provided to assist with Coronavirus-related matters including, but not limited to, support of
public health expenditures, providing premium pay for essential workers, investing in infrastructure
to improve access to clean drinking water or to support vital wastewater and storm water or to
expand access to broadband internet, addressing negative impacts caused by the Coronavirus
pandemic, and replacing lost tax revenue. During the current fiscal year, the City received
$2,037,466 in ARPA funding from the U.S. Department of Treasury through the Commonwealth of
Kentucky. Upon receipt of these funds the City recorded unearned revenue until the funds are
expended for their intended purpose, at which point the corresponding revenue is recorded. As of
June 30, 2022, the City has recorded revenue of $452,417 for the amounts expended for premium
pay for its police officers. The remaining $1,585,050 is reported as unearned revenue in the
accompanying financial statements. The City expects to utilize these funds within the next fiscal
year.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

6. Capital Assets

Capital asset activity for the year ended June 30, 2022 was as follows:

Buildings and improvements
Vehicles

Equipment

Furniture and fixtures
Infrastructure

Total capital assets

Less accumulated depreciation:
Buildings and improvements
Vehicles
Equipment
Furniture and fixtures
Infrastructure

Total accumulated depreciation

Capital assets, net
7. Retirement Plans

General

Beginning Ending
Balance Increases Decreases Balance
$ 2,425,074 $ - $ - $ 2,425,074
4,851,819 78,269 (48,663) 4,881,425
1,456,062 395,694 - 1,851,756

62,522 - - 62,522
6.398,368 15,257 - 6.413.625
15,193,845 489,220 (48,663) 15,634,402
(1,335,798) (56,152) - (1,391,950)
(3,463,799) (338,772) 48,663 (3,753,908)
(1,335,321) (91,164) - (1,426,485)

(40,614) (5,546) - (46,160)
(2,607,329) (288.756) - (2,896.085)
(8,782,861) (780,390) 48,663 (9,514,588)

$ 6410984 $ (291,170) $ - $ 6,119,814

The County Employees Retirement System (CERS) is governed by a 9-member board of trustees.
Another 9-member board of trustees called the Kentucky Retirement Systems oversees the
Kentucky Employees Retirement Systems (KERS) and the State Police Retirement System (SPRS).
The administrative entity comprising the office of counselors and professional staff is the Kentucky
Public Pensions Authority (KPPA). It is governed by a third 8-member board composed of trustees
from CERS and the Kentucky Retirement Systems. CERS, KERS, and SPRS are cost-sharing,
multiple employer defined benefit pension and OPEB plans. The City has elected to participate in
CERS pursuant to KRS Section 78.530. The Board of Trustees of the Kentucky Retirement Systems
and CERS administer the Kentucky Retirement Systems' Insurance Fund (the Insurance Fund). The
statutes provide for a single insurance fund to provide group hospital and medical benefits to retirees
drawing a benefit from the three pension funds: (1) KERS; (2) CERS; and (3) SPRS.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

7. Retirement Plan, continued
CERS Plan

Plan description and benefits provided — The CERS Pension Fund and CERS Insurance Fund cover
all eligible full-time employees and provide retirement, disability and death benefits, and health
insurance benefits. Benefit contributions and provisions are actuarially determined, per KRS Section
78.454(33), each year. CERS issues a publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to the
KPPA, Perimeter Park West, 1260 Louisville Road, Frankfort, Kentucky 40601-6124, by visiting the
website at www.kyret.ky.gov or by calling (502) 696-8800.

The CERS Plan has separate plans for employees in hazardous positions and employees in non-
hazardous positions. The City participates in both plans.

Non-hazardous employees can retire with full retirement benefits after 27 years of service or age 65.
Non-hazardous employees who begin participation on or after September 1, 2008 must meet the
rule of 87 (member's age plus years of service credit must equal 87, and the member must be a
minimum of 57 years of age) or the member is age 65, with a minimum of 60 months service credit.
Retirement benefits are determined based upon a maximum of 2.2 percent of the employee's years
of service multiplied by their Final Compensation. Final Compensation is calculated based upon the
average of the five highest fiscal years (or last five fiscal years for employees who begin
participation on or after September 1, 2008) of salary prior to attainment of the CERS specified age
(or age and service combinations).

Hazardous employees can retire with full retirement benefits after 20 years of service or age 55.
Hazardous employees who begin participation on or after September 1, 2008 must have 25 years of
service or the member is age 60, with a minimum of 60 months of service credit. Retirement benefits
are determined based upon a maximum of 2.5 percent of the employee's years of service multiplied
by their Final Compensation. Final Compensation is calculated based upon the average of the three
highest fiscal years of salary prior to attainment of the CERS specified age (or age and service
combinations).

CERS allows non-hazardous and hazardous employees to retire prior to meeting the requirements
above and receive partial benefits, providing they meet certain age and service related criteria.

Employees are eligible for service-related disability benefits regardless of length of service. Five
years of service is required for nonservice-related disability eligibility. Disability benefits are
determined in the same manner as retirement benefits, but are payable immediately without an
actuarial reduction. Death benefits equal the employee's final full-year salary.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

7. Retirement Plan, continued

CERS Plan, continued

CERS also provides post-retirement health care coverage as follows:

For members participating prior to July 1, 2003, years of service and respective percentages of the
maximum contribution are as follows:

% Paid by Insurance

Years of service Fund % Paid by Members
20 or more 100% 0%
15-19 75% 25%
14 -10 50% 50%
4-9 25% 75%
Less than 4 0% 100%

As a result of House Bill 290 (2004 General Assembly), medical insurance benefits are calculated
differently for members who began participation on or after July 1, 2003. Once members reach a
minimum vesting period of ten years, non-hazardous employees whose participation began on or
after July 1, 2003, earn ten dollars per month for insurance benefits at retirement for every year of
earned service without regard to a maximum dollar amount. This dollar amount is subject to
adjustment annually based on the retiree cost of living adjustment, which is updated annually due to
changes in the Consumer Price Index.

Hazardous employees whose participation began on or after July 1, 2003, earn fifteen dollars per
month for insurance benefits at retirement for every year of earned service without regard to a
maximum dollar amount. Upon the death of a hazardous employee, such employee's spouse
receives ten dollars per month for insurance benefits for each year of the deceased employee's
hazardous service. This dollar amount is subject to adjustment annually based on the retiree cost of
living adjustment, which is updated annually due to changes in the Consumer Price Index.

Contributions — Benefit and contribution rates are established by state statute. Non-hazardous
covered employees are required to contribute 5.00% of their salary to the plan. Non-hazardous
covered employees who begin participation on or after September 1, 2008, are required to
contribute 6.00% of their salary to be allocated as follows: 5.00% to the member's account and
1.00% to the Insurance Fund. The City’s contribution rate for non-hazardous employees was
26.95%, 24.06%, and 24.06% for the years ended June 30, 2022, 2021 and 2020, respectively.

Hazardous covered employees are required to contribute 8.00% of their salary to the plan.
Hazardous covered employees who begin participation on or after September 1, 2008, are required
to contribute 9.00% of their salary to be allocated as follows: 8.00% will go to the member’s account
and 1.00% will go to the Insurance Fund. The City’s contribution rate for hazardous employees was
44.33%, 39.58%, and 39.58% for the years ended June 30, 2022, 2021 and 2020, respectively.
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Notes to the Financial Statements, continued

7. Retirement Plan, continued

CERS Plan, continued

In accordance with Senate Bill 2, signed by the Governor on April 4, 2013, plan members who
began participating on, or after, January 1, 2014, are required to contribute to the Cash Balance
Plan. The Cash Balance Plan is known as a hybrid plan because it has characteristics of both a
defined benefit plan and a defined contribution plan. Members in the plan contribute 5% (non-
hazardous) and 8% (hazardous) of their creditable compensation each month to their own account,
and 1% to the Insurance Fund which is not credited to the member's account and is not refundable.
The employer contribution rate is set annually by the Board of Trustees of the Kentucky Retirement
Systems and CERS based on an actuarial valuation. The employer contributes a set percentage of
the member's salary. Each month, when employer contributions are received, an employer pay
credit is deposited to the member's account. A member's account is credited with a 4% (non-
hazardous) and 7.5% (hazardous) employer pay credit. The employer pay credit represents a
portion of the employer contribution.

Pension Plan

Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions — At June 30, 2022, the City reported a liability of $19,296,531 for its
proportionate share of the net pension liability. The net pension liability was measured as of June
30, 2021, and the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of that date. The City’s proportion of the net pension liability was based on
the City's actual contributions to the pension plan relative to the actual contributions of all
participating organizations.

The complete actuarial valuation report including all actuarial assumptions and methods is publicly
available on the website at www.kyret.ky.gov or can be obtained as described previously.
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Notes to the Financial Statements, continued

7. Retirement Plan, continued

Pension Plan, continued

For the year ended June 30, 2022, the City recognized pension expense of $2,223,317. At June 30,
2022, the City reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Net difference between projected and actual earnings
on pension plan investments:
Hazardous $ - $ 1,866,584
Non-hazardous - 254,443
Difference between expected and actual experience:
Hazardous 479,489 -
Non-hazardous 21,922 18,528
Change of assumptions:
Hazardous 217,166 -
Non-hazardous 25,622 -
Change in proportion and differences between employer
contributions and proportionate share of contributions:
Hazardous 311,213 1,307,075
Non-hazardous 66,289 56,212
City's contributions subsequent to the
measurement date:
Hazardous 1,462,034 -
Non-hazardous 175,496 -
Total $_ 2,759,231 $_ 3,502,842
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Notes to the Financial Statements, continued

7. Retirement Plan, continued

Pension Plan, continued

The deferred outflows of resources related to the City's contributions to the pension plan subsequent
to the measurement date will be recognized as a reduction of the net pension liability in the year
ending June 30, 2023. The deferred inflows of resources related to the net difference between
projected and actual earnings on pension plan investments are amortized and recognized in pension
expense over five years. All other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions are amortized and recognized in pension expense over the
average expected remaining service life of the entire plan membership, which is 3.07 years for non-
hazardous employees and 4.39 years for hazardous employees. The net decrease in pension
expense related to the amortization of these deferred outflows and inflows of resources is as follows:

Year ending June 30:

2023 $ (201,092)
2024 (646,927)
2025 (737,996)
2026 (795.126)

Total $_(2,381,141)

Actuarial assumptions — For financial reporting, the actuarial valuation as of June 30, 2021 was
performed by Gabriel, Roeder, Smith & Company (GRS). The total pension liability, net pension
liability, and sensitivity information as of June 30, 2021 were based on an actuarial valuation date of
June 30, 2020. The total pension liability was rolled-forward from the valuation date (June 30, 2020)
to the plan’s fiscal year ended June 30, 2021, using generally accepted actuarial principles.

There have been no actuarial assumption or method changes since June 30, 2020. Senate Bill 169
passed during the 2021 legislative session increased the disability benefits for certain qualifying
members who become "totally and permanently disabled" in the line of duty or as a result of a duty-
related disability. The total pension liability as of June 30, 2021, is determined using these updated
benefit provisions. There were no other material plan provision changes.

The actuarial assumptions for CERS are:

Inflation 2.30%

Payroll growth rate 2.00%

Salary increases 3.30% to 10.30%, varies by service for CERS non-hazardous
3.55% to 19.05%, varies by service for CERS hazardous

Investment rate of return 6.25%
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7. Retirement Plan, continued

Pension Plan, continued

The mortality table used for active members was a PUB-2010 General Mortality table, for the Non-
Hazardous Plan, and the PUB-2010 Public Safety Mortality table for the Hazardous Plan, 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 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 for CERS are summarized as follows:

Long-Term
Target Expected Real
Allocation Rate of Return

Asset Class:
Growth:
US Equity 21.75 % 5.70%
Non-US Equity 21.75 % 6.35%
Private Equity 10.00 % 9.70%
Specialty Credit/High Yield 15.00 % 2.80%
Liquidity:
Core Bonds 10.00 % -%
Cash 1.50 % (0.60)%
Diversifying Strategies:
Real Estate 10.00 % 5.40%
Real Return 10.00 % 4.55%
Total 100.00 %

Discount rate — The discount rate used to measure the total pension liability was 6.25 percent. The
projection of cash flows used to determine the discount rate assumed that contributions from plan
members and employers will be made at required contribution rates. Based on those assumptions,
the pension plan’s fiduciary net position was projected to be available to make all projected future
benefit payments of current active and inactive employees. Therefore, the long-term expected rate
of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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7. Retirement Plan, continued

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 percent, 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
percent) or 1 percentage point higher (7.25 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase

City's share of the net
pension liability $ 24,611,205 $ 19,296,531 $ 14,958,362

OPEB Plan

OPEB liabilities, OPEB expense, and deferred outflows of resources and deferred inflows of
resources related to OPEB — At June 30, 2022, the City reported a liability of $5,854,039 for its
proportionate share of the net OPEB liability. The net OPEB liability was measured as of June 30,
2021, and the total OPEB liability used to calculate the net OPEB liability was determined by an
actuarial valuation as of that date. The City’s proportion of the net OPEB liability was based on the
City’s actual contributions to the OPEB plan relative to the actual contributions of all participating
organizations.

The complete actuarial valuation report including all actuarial assumptions and methods is publicly
available on the website at www.kyret.ky.gov or can be obtained as described previously.
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7. Retirement Plan, continued

OPEB Plan, continued

For the year ended June 30, 2022, the City recognized OPEB expense of $736,706. At June 30,
2022, the City reported deferred outflows of resources and deferred inflows of resources related to
OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Net difference between projected and actual earnings
on OPEB plan investments:
Hazardous $ - $ 993,998
Non-hazardous - 89,649
Difference between expected and actual experience:
Hazardous 165,022 568,146
Non-hazardous 90,116 171,100
Change of assumptions:
Hazardous 1,324,347 1,973
Non-hazardous 151,932 533
Change in proportion and differences between employer
contributions and proportionate share of contributions:
Hazardous 207,131 433,298
Non-hazardous 47,865 21,835
City's contributions subsequent to the
measurement date:
Hazardous 489,691 -
Non-hazardous 66,772 -
Total $__2,542,876 $_ 2,280,532
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7. Retirement Plan, continued

OPEB Plan, continued

The deferred outflows of resources related to the City's contributions to the OPEB plan subsequent
to the measurement date will be recognized as a reduction of the net OPEB liability in the year
ending June 30, 2023. The deferred inflows of resources related to the net difference between
projected and actual earnings on OPEB plan investments are amortized and recognized in OPEB
expense over five years. All other amounts reported as deferred outflows of resources and deferred
inflows of resources are amortized and recognized in OPEB expense over the average of the
expected remaining service lives of all employees that are provided OPEB through the OPEB plan
which is 5.90 years for hazardous employees and 4.92 years for non-hazardous employees. The net
increase (decrease) in OPEB expense for future years related to the amortization of deferred inflows
and outflows of resources is as follows:

Year ending June 30:

2023 $  (28,214)
2024 7,192
2025 (73,158)
2026 (231,113)
2027 31,174

Total $_ (294,119)

Actuarial assumptions — For financial reporting, the actuarial valuation as of June 30, 2021 was
performed by GRS. The total OPEB liability, net OPEB liability, and sensitivity information as of June
30, 2021 were based on an actuarial valuation date of June 30, 2020. The total OPEB liability was
rolled-forward from the valuation date (June 30, 2020) to the plan’s fiscal year ended June 30, 2021,
using generally accepted actuarial principles.

Senate Bill 169 passed during the 2021 legislative session increased the disability benefits for
certain qualifying members who become "totally and permanently disabled" in the line of duty or as a
result of a duty-related disability. The total OPEB liability as of June 30, 2021, is determined using
these updated benefit provisions. There were no other material plan provision changes.

The assumed increase in future health care costs, or trend assumption, was reviewed during the
June 30, 2020 valuation process and was updated to better reflect the plans' anticipated long-term
healthcare cost increases. In general, the updated assumption is assuming higher future increases
in healthcare costs. There were no other material assumption changes.
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OPEB Plan, continued

The actuarial assumptions for CERS are:

Inflation
Payroll growth rate

Salary increase

Investment rate of return

Healthcare trend rates:

Pre — 65
Post — 65
Mortality:

Pre-retirement

Post-retirement
(non-disabled)

Post-retirement
(disabled)

2.30%

2.00%

3.30% to 10.30%, varies by service for CERS non-hazardous
3.55% to 19.05%, varies by service for CERS hazardous
6.25%

Initial trend starting at 6.30% at January 1, 2023, and gradually
decreasing to an ultimate trend rate of 4.05% over a period of 13
years.

Initial trend starting at 6.30% in 2023, then gradually decreasing
to an ultimate trend rate of 4.05% over a period of 13 years.

PUB-2010 General Mortality table, for the Non-Hazardous
Plan, and the PUB-2010 Public Safety Mortality table for the
Hazardous Plan, projected with the ultimate rates from the
MP-2014 mortality improvement scale using a base year of 2010.

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.

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.
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OPEB Plan, continued

Discount Rate — The discount rate used to calculate the total OPEB liability decreased from 5.34%
to 5.20% for the non-hazardous fund and from 5.30% to 5.05% for the hazardous fund. The
projection of cash flows used to determine the discount rate of 5.20% for non-hazardous and 5.05%
for hazardous assumed that local employers would contribute the actuarially determined contribution
rate of projected compensation over the remaining 25 years (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 1.92%, as reported in Fidelity Index’s “20-Year Municipal GO
AA Index” as of June 30, 2021. However, the cost associated with the implicit employer subsidy was
not included in the calculation of KPPA’s actuarial determined contributions, and any cost
associated with the implicit subsidy will not be paid out of KPPA’s trusts. Therefore, the municipal
bond rate was applied to future expected benefit payments associated with the implicit subsidy. The
target asset allocation and best estimates of arithmetic nominal rates of return for each major asset
class are summarized in the pension section above.

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, 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 or 1 percentage point higher than the current discount rate:

Current Discount
1% Decrease Rate 1% Increase

City's share of the
net OPEB liability $ 8,443,224 $ 5,854,039 $ 3,770,097

Sensitivity of the City’s proportionate share of the net OPEB liability to changes in the healthcare
cost trend rates — The following presents the City’s proportionate share of the net OPEB liability, as
well as what the City’s proportionate share of the net OPEB liability would be if it were calculated
using healthcare cost trend rates that are 1 percentage point lower or 1 percentage point higher than
the current healthcare cost trend rates:

Current Trend
1% Decrease Rate 1% Increase

City's share of the
net OPEB liability $ 3,872,921 $ 5,854,039 $ 8,277,588
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

7. Retirement Plan, continued

10.

Deferred Compensation Plans

The City's employees may elect to participate in two deferred compensation plans offered by the
Kentucky Public Employees Deferred Compensation Authority under sections 401(k) and 457 of the
Internal Revenue Code. Under the plans, employees may defer up to 100% of their compensation
after deducting required contributions to the CERS plan. The City does not make matching
contributions to these plans.

Recent Accounting Pronouncements

In May 2019, the GASB issued Statement No. 91 Conduit Debt Obligations requiring a single
method of reporting conduit debt obligations by issuers and eliminating diversity in practice
associated with related obligations, commitments, and footnote disclosures. This statement
becomes effective for the fiscal year June 30, 2023. The adoption of this new standard will not have
a significant impact on the financial statements of the City or the net position or fund balance as a
result of the implementation of GASB 91.

In May 2020, the GASB issued Statement No. 96 Subscription-Based Information Technology
Arrangements (SBITA) requiring all SBITAs to be recognized as a right-to-use subscription
intangible asset and a corresponding subscription liability, unless the SBITA is a short-term
agreement (generally an agreement with a term of twelve months or less). At the commencement
date of the agreement, the City will recognize: 1) a subscription liability for the City’s obligation to
make payments under the SBITA, measured on a present value basis; and 2) a right-to-use
subscription asset that represents the City's right to use, or control the use of, the specified asset for
the SBITA term. Over the term of the SBITA, the City will report amortization expense for using the
subscription asset, interest expense on the lease liability, and note disclosures about the City's
SBITAs. This statement becomes effective for the fiscal year ending June 30, 2023. The adoption of
this new standard will not have a significant impact on the financial statements of the City or the net
position or fund balance as a result of the implementation of GASB 96.

Contingent Liability

The City from time to time, in the ordinary course of business, is named as a defendant in various
lawsuits. In management’s opinion, the gross liability from such lawsuits with insurance coverage is
not considered to be material to the City’s financial condition or results of operations.

Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters. The City maintains commercial insurance
coverage for each of the above risks of loss. Management believes that such coverage is sufficient
to preclude any significant uninsured losses to the City. Settled claims have not exceeded this
commercial coverage in any of the past three fiscal years.
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CITY OF SHIVELY, KENTUCKY

Notes to the Financial Statements, continued

11. Conduit Debt Obligations

During the fiscal year ended June 30, 2008, the City issued educational, cultural, and recreational
revenue bonds in the amount of $4,500,000 to Presentation Academy Foundation. The purpose of
the issuance was so that the borrower could finance the costs of a new arts and athletics center.
The City incurs no liability as part of this agreement.

During the fiscal year ended June 30, 2009, the City issued industrial revenue bonds in the amount
of $2,000,000 to New Millennium Development Company, LLC. The purpose of the issuance was so
that the borrower could finance the costs of construction and equipping of a manufacturing facility to
be used for the manufacture of plastic injection molded parts. The City incurs no liability as part of
this agreement.

During the fiscal year ended June 30, 2018, the City issued educational, cultural, and recreational
revenue bonds in the amount of $5,000,000 to St. Francis DeSales High School. The purpose of the
issuance was so that the borrower could finance the costs associated with construction of a multi-
sport athletic center. The City incurs no liability as part of this agreement.

The City has no system in place to track the outstanding balances on the bond issues.
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CITY OF SHIVELY, KENTUCKY

Schedule of the City's Proportionate Share of the Net Pension Liability

County Employees Retirement System

For the Years Ended June 30 for the Last Ten Years

2022 2021 2020 2019 2018 2017 2016 2015
City's proportionate percentage of
the net pension liability:
Hazardous 0.65 % 0.72 % 0.71 % 0.63 % 0.60 % 0.60 % 0.58 % 0.42 %
Non-hazardous 0.030 % 0.031 % 0.029 % 0.027 % 0.026 % 0.026 % 0.023 % 0.021 %
City's proportionate share of the net
pension liability $19,296,531 $24,004,317 $21,651,440 $16,895,736 $14,837,508 $11,675453 $ 9,442,518 $ 7,364,919
City's covered-employee payroll* $ 4615566 $ 4,983,484 $ 4,769,540 $ 4,179,667 $ 4,176,134 $ 2465477 $ 2,322,784 $ 3,140,686
City's proportionate share of the net
pension liability as a percentage of
its covered payroll 418.08 % 481.68 % 453.95 % 404.24 % 355.29 % 473.56 % 406.52 % 234.50 %
Plan fiduciary net position as a
percentage of the total pension
liability:
Hazardous 52.26 % 4411 % 46.63 % 49.26 % 49.78 % 53.95 % 57.52 % 63.46 %
Non-hazardous 57.33 % 47.81 % 50.45 % 53.54 % 53.32 % 55.50 % 59.97 % 66.80 %

*The amounts presented for each fiscal year were determined as of the measurement date of the net pension liability, which is as of the City's prior fiscal

year end.

See Independent Auditor's Report and Notes to the Supplemental Schedules.
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CITY OF SHIVELY, KENTUCKY
Schedule of City Pension Contributions
County Employees Retirement System

For the Years Ended June 30 for the Last Ten Years

2022 2021 2020 2019 2018 2017 2016 2015

Contractually required contribution $ 1637529 $ 1,305,147 $ 1,376,159 $ 1,124,301 $ 876658 $ 797,482 $ 682,500 $ 646,130
Contributions in relation to the

contractually required contribution 1,637,529 1,305,147 1,376,159 1,124,301 876,658 797,482 682,500 646,130
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - $ - $ -
City's covered-employee payroll $ 5146861 $ 4615566 $ 4,983,484 $ 4,769,540 $ 4,179667 $ 4,176,134 $ 2,465477 $ 2,322,784
Contributions as a percentage of

covered employee payroll 31.82 % 28.28 % 27.61 % 23.57 % 20.97 % 19.10 % 27.68 % 27.82 %

See Independent Auditor's Report and Notes to the Supplemental Schedules.
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CITY OF SHIVELY, KENTUCKY
Schedule of the City's Proportionate Share of the Net OPEB Liability
County Employees Retirement System

For the Years Ended June 30 for the Last Ten Years

2022 2021 2020 2019 2018
City's proportionate percentage of the net OPEB liability:
Hazardous 0.65 % 0.72 % 0.63 % 0.63 % 0.60 %
Non-hazardous 0.030 % 0.030 % 0.029 % 0.027 % 0.026 %
City's proportionate share of the net OPEB liability $ 5854039 $ 7,374945 $ 5,739,305 $ 4,975746 $ 3,837,508
City's covered-employee payroll* $ 4615566 $ 4,983,484 $ 4,769,540 $ 4,179667 $ 4,176,134
City's proportionate share of the net OPEB liability as a
percentage of its covered payroll 126.83 % 147.99 % 120.33 % 119.05 % 91.89 %
Plan fiduciary net position as a percentage of the total OPEB
liability:
Hazardous 66.81 % 58.84 % 64.44 % 64.24 % 58.99 %
Non-hazardous 62.91 % 51.67 % 60.44 % 57.62 % 52.39 %

*The amounts presented for each fiscal year were determined as of the measurement date of the net OPEB liability, which is as of the City's
prior fiscal year end.

See Independent Auditor's Report and Notes to the Supplemental Schedules.
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CITY OF SHIVELY, KENTUCKY

Schedule of City OPEB Contributions

County Employees Retirement System

For the Years Ended June 30 for the Last Ten Years

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

2022 2021 2020 2019 2018

$ 499,997 § 402,998 $ 452,863 $ 457,348 $ 337,925

499,997 402,998 452,863 457,348 337,925
$ - $ - $ - $ - $ -
$5,146,861 $4,615566 $4,983,484 $4,769,540 $4,179,667

9.71 % 8.73 % 9.09 % 9.59 % 8.08 %

See Independent Auditor's Report and Notes to the Supplemental Schedules.
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CITY OF SHIVELY, KENTUCKY

Notes to the Required Supplementary Information

Each of the supplemental schedules is intended to show information for ten years. Additional years
will be displayed as they become available.

The following summarizes key changes in assumptions and benefit terms from year to year.

2022 (CERS plan year ended June 30, 2021): Senate Bill 169, passed during the 2021 Legislative
Session, increased the disability benefits for certain qualifying members who become "totally and
permanently disabled" in the line of duty or as a result of a duty related disability. The discount rate
used to calculate the total OPEB liability changed from 5.30% to 5.05% for the hazardous plan and
5.34% to 5.20% for the non-hazardous plan.

2021 (CERS plan year ended June 30, 2020): Since the prior measurement date, there were no
significant assumption changes. However, Senate Bill 249, passed during the 2020 Legislative
Session, changed the funding period for the amortization of the unfunded liability to 30 years as of
June 30, 2019. Gains and losses incurring in future years will be amortized over separate 20-year
amortization bases. Additionally, House Bill 271, passed during the 2020 Legislative Session,
removed provisions that reduce the monthly payment to a surviving spouse of a member whose
death was due to a duty-related injury upon remarriage of the spouse. It also increased benefits for a
very small number of beneficiaries. The payroll growth assumption was changed to 3.30% to
10.30% for non-hazardous employees and 3.55% to 19.05% for hazardous employees for the
pension plan. The discount rate used to calculate the total OPEB liability changed from 5.69% to
5.30% for the hazardous plan and from 5.68% to 5.34% for the non-hazardous plan.

2020 (CERS plan year ended June 30, 2019): Since the prior measurement date, annual salary
increases were updated based on the 2018 Experience Study; annual rates of retirement, disability,
withdrawal, and mortality were updated based on the 2018 Experience Study; the percent of
disabilities assumed to occur in the line of duty was updated from 0% to 2% for non-hazardous
members and 50% for hazardous members; the assumed increase in future health care costs, or
trend assumption, is reviewed on an annual basis and was updated (i.e. increased) to better reflect
more current expectations relating to anticipated future increases in the medical costs for post-age
65 retirees; and the assumed impact of the Cadillac Tax was changed from a 3.6% to a 0.9% load
on employer paid premiums for Non-Medicare retirees who became participants prior to July 1,
2003. The payroll growth assumption changed to 3.30% to 11.55% for non-hazardous employees
and 3.05% to 18.55% for hazardous employees for the pension plan and 3.30% to 10.30% for non-
hazardous employees and 3.55% to 19.05% for hazardous employees for the OPEB plan. The
discount rate used to calculate the total OPEB liability changed from 5.85% to 5.69% for the
hazardous plan and from 5.97% to 5.68% for the non-hazardous plan.

2019 (CERS plan year ended June 30, 2018): Since the prior measurement date, there have been
no changes in actuarial assumptions. However, during the 2018 legislative session, House Bill 185
was enacted, which updated the benefit provisions for active members who die in the line of duty.
Benefits paid to the spouses of deceased members have been increased from 25% of the member's
final rate of pay to 75% of the member's average pay. If the member does not have a surviving
spouse, benefits paid to surviving dependent children have been increased from 10% of the
member's final pay rate to 50% of average pay for one child, 65% of average pay for two children, or
75% of average pay for three children.
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CITY OF SHIVELY, KENTUCKY

Notes to the Required Supplementary Information, continued

2018 (CERS plan year ended June 30, 2017): Since the prior measurement date, the demographic
and economic assumptions that affect the measurement of the total pension liability were updated
as described: (i) the assumed investment rate of return was decreased from 7.50% to 6.25%, (ii) the
assumed rate of inflation was reduced from 3.25% to 2.30%, and (iii) payroll growth assumption was
reduced from 4.00% to 2.00%.

2017 (CERS plan vear ended June 30, 2016): None.

2016 (CERS plan year ended June 30, 2015): Since the prior measurement date, the demographic
and economic assumptions that affect the measurement of the total pension liability were updated
as described: (i) the assumed investment rate of return was decreased from 7.75% to 7.50%, (ii) the
assumed rate of inflation was reduced from 3.50% to 3.25%, (iii) the assumed rate of wage inflation
was reduced from 1.00% to 0.75%, (iv) payroll growth assumption was reduced from 4.50% to
4.00%, (v) the mortality table used for active members is the 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 was changed to 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 and (vi) the assumed rates of
retirement, withdrawal and disability were updated to more accurately reflect experience.
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DEANDORTON\

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

Independent Auditor's Report

To the Honorable Mayor and City Council
City of Shively, 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 (Government Auditing Standards), the financial
statements of the governmental activities and each major fund of the City of Shively, Kentucky (the
City), as of and for the year ended June 30, 2022, 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 27, 2025.

Report on 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 a
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 and therefore, material weaknesses or significant deficiencies
may exist that were not identified. We identified a deficiency in internal control, described in the
accompanying Schedule of Findings and Responses as item 2022-01 that we consider to be a material
weakness.
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Honorable Mayor and City Council
City of Shively, Kentucky
Independent Auditor's Report, continued

Report on 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 nhoncompliance or other matters that are required to be
reported under Government Auditing Standards.

Management's Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the City's
response to the findings identified in our audit and described in the accompanying Schedule of Findings
and Responses. The City's response was not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response.

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.

Dean Dol A00urn P PUL

Louisville, Kentucky
January 27, 2025
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CITY OF SHIVELY, KENTUCKY
Schedule of Findings and Responses

Year ended June 30, 2022

2022-01 Financial Reporting (Repeat finding of 2021-01 and 2020-02)

Criteria: The City's management is responsible for establishing and maintaining internal controls over
the financial closing process and the preparation of financial statements.

Condition: We noted that certain reconciliations and material journal entries had not been completed
accurately and in a timely manner. Material adjustments were required to correct financial reporting in
accordance with accounting principles generally accepted in the United States of America. Additionally,
there is no formal, documented approval of entries made by the Treasurer.

Cause: The City did not have proper procedures in place to ensure all areas where reconciliations and
adjustments were necessary for financial reporting purposes were performed accurately and timely,
and to properly document approval of entries posted by the Treasurer.

Effect: The design of the internal controls over recording transactions limited the ability of the City to
provide accurate financial information.

Recommendation: We recommend that City management and financial personnel continue to
increase their awareness and knowledge of all procedures and processes involved in the financial
closing process and in preparing financial statements, and develop internal control policies to ensure
journal entries are properly approved.

Management Response: The City understands the finding. Management continues to make
improvements to the internal control environment in order to address the finding. Specifically, the
improvements include developing written month-end procedures to ensure that all necessary
reconciliations are performed accurately and in a timely manner, and that the year-end trial balance is
reviewed to identify the cash to accrual adjustments necessary to conform the trial balance with
accounting principles generally accepted in the United States of America.
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