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Lexington  ■  Louisville  ■  Raleigh deandorton.com

Report of Independent Auditors

To the Honorable Mayor and Members of the City Council
City of St. Matthews, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the City of St. Matthews, Kentucky (the City), as of and for the year ended June 30, 2020, and
the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
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.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with 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. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness 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
respective financial position of the governmental activities and each major fund of the City as of June
30, 2020, the respective changes in financial position and the budgetary comparison for the major
funds for the year then ended in accordance with accounting principles generally accepted in the
United States of America.



City Council
City of St. Matthews, Kentucky
Report of Independent Auditors, continued

Emphasis of Matter

As discussed in Note 2 to the financial statements, the City identified errors requiring correction, which
resulted in a restatement of its net position as of July 1, 2019.  The errors related to the accounting for
the accrual of vacation and sick leave pay and for the reduction of  deferred outflow of resources for
contributions made to the County Employees Retirement System plan subsequent to the actuarial
measurement date of the plan.  Our opinion is not modified with respect to this matter.

Other Matters

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis on pages 3 through 8, the Schedule of the City's Proportionate
Share of the Net Pension Liability on page 38, the Schedule of the City Pension Contributions on page
39, the Schedule of the City's Proportionate Share of the Net OPEB Liability on page 40, and the
Schedule of City OPEB Contributions on page 41 be presented 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 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 8,
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
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.

Louisville, Kentucky
December 8, 2020
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis

Year Ended June 30, 2020

The purpose of the management’s discussion and analysis is to provide an overview of the financial
activities of the City of St. Matthews, Kentucky (the City) based on currently known facts, decisions,
and conditions and should be read in conjunction with the City’s financial statements, which begin
on page 9.

Financial Highlights

 The City’s assets and deferred outflows of resources exceeded its liabilities and deferred
inflows of resources by $31,513,989 (net position) for this fiscal year.  This is a slight
increase over the prior year figure of $31,425,857, as restated. 

 The three largest sources of general revenues for the City continued to be property taxes,
insurance taxes, and occupational taxes.  These three revenue sources accounted for 86.7%
of the total revenue received by the City as reported on the statement of activities.  Total
revenues decreased from year-to-year primarily as a result of a one-time grant from Metro
Government being recognized in the prior fiscal year in the amount of $700,000.

 Total expenses of the City increased to $15,080,157 during this fiscal year of which
$1,359,895 was for depreciation expense on capital assets.

 The City recognized a long-term liability in the amount of $710,436 for compensated
absences in this fiscal year as well as the City’s proportionate share of the unfunded
liabilities for pension ($13,566,751) and other-post employment benefits (OPEB)
($3,524,219).  The pension obligation increased by more than $1.3 million dollars over the
previous year and the OPEB liability decreased by approximately $64 thousand dollars.

 Along with other communities in the Commonwealth, the City was, and will be, impacted by
the COVID-19 global pandemic.  At this time the City has not experienced a significant
disruption in its operations; however, the continued spread of the disease makes it difficult to
estimate what, if any, long-term impact there may be on the City.  The City applied for and
received funding through the CARES Act in November 2020 to help offset additional costs
incurred by the City, of which some of those costs were incurred during this fiscal year.

Using This Annual Report

Management’s discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements.  The basic financial statements included in this report provide insight into the
financial status of the City for the fiscal year ended June 30, 2020 and are made up of three parts:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the financial statements
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis, (continued)

Year Ended June 30, 2020

Government-wide Financial Statements

The statement of net position and the statement of activities report information about the City as a
whole and about its activities during the current fiscal year and begin on page 9.  These statements
include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting basis used by most private-sector companies.  All of the current year's revenues and
expenses are taken into account regardless of when cash is received or paid.  

These two statements report the City’s net position and changes in them.  One can think of the
City’s net position as one way to measure the City’s health, or financial position.  Over time,
increases or decreases in the City’s net position are one indicator of whether its financial health is
improving or deteriorating.  One will need to consider other nonfinancial factors, however, such as
changes in the City’s property tax base and the condition of the City’s roads, to assess the overall
health of the City.

The statement of net position displays the City’s assets and deferred outflows of resources as well
as the City’s liabilities and deferred inflows of resources.  The difference between these two groups
is called net position.  The City’s net position is comprised of three components with restricted net
position being further broken down by the purpose of such restriction.  The makeup of net position at
June 30, 2020 is displayed in the chart below:
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis, (continued)

Year Ended June 30, 2020

As you can see the majority of the City’s net position is comprised of its investment in capital assets.
The City placed in service slightly less than $13 million dollars in new capital assets this year, with
the majority of that relating to the finalization of the City Hall/library renovation project.  Capital
assets of the City are depreciated out over their estimated useful life at the time the asset is placed
in service.  The difference between the cost of the assets and their accumulated depreciation is
referred to as net book value.  There was a slight decrease in net book value, $246,224, at June 30,
2020 as compared to the previous year.  The net book value of the City’s capital assets is displayed
below:

In addition to fixed assets, the statement of net position also shows the liabilities of the City.  The
largest two liabilities of the City relate to its participation in the County Employees Retirements
System and the City’s share of the unfunded pension and OPEB liabilities of that system.  As of
June 30, 2020, the City’s pension obligation increased by $1,353,638 as compared to the prior year
to $13,566,751 while the City’s OPEB obligation decreased by $64,882 to $3,524,219 over the same
period.  The change in these liabilities is the result of several factors such as changes in actuarial
assumptions, differences between expected and actual experience, and changes in the City’s
proportionate share.  The City is also required to recognize financial statement items called deferred
outflows and deferred inflows of resources due to its participation in this plan as well.
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis, (continued)

Year Ended June 30, 2020

The statement of activities reflects the City’s revenue and expenses, as well as other transactions
that have an impact on the City’s net position.  During this fiscal year, the City saw an overall decline
of revenues as compared to the prior year of $595,464.  The most significant change from year-to-
year was the loss of a one-time grant the City received in the prior fiscal year of $700,000 for the
library.  Other selective changes from year to year are noted below.

Expenses of the City were $15,080,157 for the fiscal year ended June 30, 2020, of which
$1,359,895 was the current depreciation expense on capital assets as previously discussed.

Fund Financial Statements

The second component of the annual report is the fund financial statements which begin on page
11.  Fund financial statements consist of a balance sheet - governmental funds and a statement of
revenues, expenditures and changes in fund balances - governmental funds.  The fund financial
statements provide detailed short-term information about the City's general government operations.
Most of the City's basic services are reported in the governmental funds, which focus on how money
flows into and out of the fund and the balance left over at year-end is available for spending in the
next period.  This fund is reported using the accounting method called the modified accrual basis of
accounting which measures cash and all other financial assets that can be readily converted to
cash. Governmental fund information helps you to determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City's programs.  We describe
the relationship (or differences) between governmental activities (reported in the statement of net
position and statement of activities) and governmental funds in a separate statement following each
of the respective fund financial statements.  
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis, (continued)

Year Ended June 30, 2020

The City has two funds, the general fund and the municipal road aid fund.  Fund balance in the
general fund increased by over $2 million dollars during the fiscal year ended June 30, 2020 as
compared to the prior year.  This increase in fund balance was driven in large part by a decrease in
capital outlay for the city hall/library renovation project.   Fund balance for the municipal road aid
fund decreased during this fiscal year by approximately $112 thousand dollars.  The decrease was
due to increased capital outlay costs, for items such as paving, as compared to the prior year.  

General fund revenues declined by $553,571 to $14,874,653 during this fiscal year which was less
than the $15,339,551 that was budgeted.  General fund expenditures decreased by $5,863,109 to
$12,778,948 during this fiscal year which was $2,450,603 less than the amount budgeted.  The
municipal road aid fund had a smaller decline in revenues of $11,068 to $348,851 for this fiscal year
which was $21,793 more than the budgeted revenue amount of $327,058.  Municipal road aid fund
expenses increased by $240,606 as compared to the prior year, but were still less than the
$1,205,000 that was budgeted.  

Select financial information for the two governmental funds combined is as follows:

Notes to the Financial Statements

The notes to the financial statements are an integral part of the financial statements and provide
information that is essential to a full understanding of the data provided in the government-wide and
fund financial statements.  
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CITY OF ST. MATTHEWS, KENTUCKY

Management's Discussion and Analysis, (continued)

Year Ended June 30, 2020

Economic Outlook

In March 2020, the coronavirus (COVID-19) outbreak was declared to be a pandemic.  This virus
has spread across the globe and had an impact on worldwide economic activity and financial
markets.  Our City has not been exempt from this pandemic and we continue to closely monitor the
impact of COVID-19 on the operations of the City.  Actions at the state level, put in place a one-year
freeze on CERS employer contribution rates keeping them the same for fiscal year 2021 as they
were during fiscal year 2020.  With all that in mind, the City passed a conservative budget for fiscal
year 2021.  General fund revenues were budgeted to be $14,294,891 which is a decrease of
$1,044,660 over the amount budgeted for fiscal year 2020.  General fund expenditures were
budgeted to be $14,294,891 which is a decrease of $934,660 when compared to that same amount
in fiscal year 2020.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it
receives.  If you have any questions about this report or need additional information, contact the City
Clerk’s Office at 3940 Grandview Avenue, St. Matthews, Kentucky 40207.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS



CITY OF ST. MATTHEWS, KENTUCKY

Statement of Net Position

June 30, 2020

Governmental
Activities

Assets

Cash and cash equivalents $ 13,318,766
Cash and cash equivalents - restricted 3,170,089
Investments 151,926
Receivables 2,337,307
Prepaid expenses 147,012
Capital assets, net 28,903,409

Total assets $ 48,028,509

Deferred Outflows of Resources

Deferred amount related to pension plan $ 2,696,691
Deferred amount related to OPEB 1,329,985

Total deferred outflow of resources $ 4,026,676

Liabilities
Accounts payable $ 288,647
Confiscated funds payable 441,196
Wages payable 160,969
Compensated absences 710,436
User deposits 10,525
Pension obligation 13,566,751
OPEB obligation 3,524,219

Total liabilities $ 18,702,743

Deferred Inflows of Resources

Deferred amount related to pension plan $ 679,408
Deferred amount related to OPEB 1,159,045

Total deferred inflow of resources $ 1,838,453

            Net Position

Net investment in capital assets $ 28,903,409
Restricted for police 151,668
Restricted for roads 2,252,167
Unrestricted 206,745

Total net position $ 31,513,989

See accompanying notes.
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CITY OF ST. MATTHEWS, KENTUCKY

Statement of Activities

Year Ended June 30, 2020
Governmental

Activities
Expenses:

Administration $ 1,737,209
Police department 8,475,821
Public works 3,414,447
Recreation 55,028
Streets and roads 37,757
Depreciation expense 1,359,895

Total expenses 15,080,157

General revenues:
Property tax 3,179,533
Occupational tax 7,993,103
Insurance tax 1,975,895
Franchise tax 112,854
Business license tax 492,721
Bank deposit tax 197,517
Charges for services 370,675
Intergovernmental revenue 568,091
Insurance refunds 32,335
Interest income 94,632
Gain on disposal of equipment 12,954
Penalties and interest 106,970
Other 31,009

Total general revenues 15,168,289

Change in net position 88,132

Net position, beginning of year, as previously reported 32,423,315

Adjustment to opening net position (Note 2) (997,458)

Net position, beginning of year, as restated 31,425,857

Net position, end of year $ 31,513,989

See accompanying notes.
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FUND FINANCIAL STATEMENTS



CITY OF ST. MATTHEWS, KENTUCKY

Balance Sheet - Governmental Funds

June 30, 2020

General
Fund

Municipal
Road Aid

Fund

Total
Governmental

Funds
Assets

Cash and cash equivalents $ 13,318,766 $ - $ 13,318,766
Cash and cash equivalents - restricted 592,864 2,577,225 3,170,089
Investments 151,926 - 151,926
Taxes and intergovernmental receivables 2,337,307 - 2,337,307
Prepaid expenses 147,012 - 147,012
Due from other funds 305,101 - 305,101

Total assets $ 16,852,976 $ 2,577,225 $ 19,430,201

Liabilities, Deferred Inflows of
Resources and Fund Balances

Liabilities:
Accounts payable $ 268,690 $ 19,957 $ 288,647
Confiscated funds payable 441,196 - 441,196
Accrued payroll 160,969 - 160,969
User deposits 10,525 - 10,525
Due to other funds - 305,101 305,101

Total liabilities 881,380 325,058 1,206,438

Deferred inflows of resources:
Unavailable revenue 43,247 - 43,247

Total deferred inflows of resources 43,247 - 43,247

Fund balances:
Nonspendable 147,012 - 147,012
Restricted for Police 151,668 - 151,668
Restricted for Roads - 2,252,167 2,252,167
Unassigned 15,629,669 - 15,629,669

Total fund balances 15,928,349 2,252,167 18,180,516

Total liabilities, deferred inflows of
resources and fund balances $ 16,852,976 $ 2,577,225 $ 19,430,201

See accompanying notes.
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CITY OF ST. MATTHEWS, KENTUCKY

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

June 30, 2020

Total fund balances for governmental funds $ 18,180,516

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

Certain tax revenues are earned but not available, and therefore, are shown as
unavailable revenue in the fund financial statements. 43,247

Capital assets used in governmental activities are not financial resources, and
therefore, not reported in the governmental funds. 28,903,409

Long-term liabilities and deferred inflows and outflows of resources related to
pensions 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. (11,549,468)

Long-term liabilities and deferred inflows and outflows of resources related to
OPEB 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. (3,353,279)

Compensated absences are not due and payable in the current period, and
therefore, are not reported in the governmental funds. (710,436)

Total net position of governmental activities $ 31,513,989

See accompanying notes.
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CITY OF ST. MATTHEWS, KENTUCKY

Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

Year Ended June 30, 2020

Actual

Total
Budget

General
Fund

Municipal
Road Aid

Fund

Total
Governmental

Funds

Over
(Under)
Budget

Revenues:
Property taxes $ 3,096,823 $ 3,247,702 $ - $ 3,247,702 $ 150,879
Occupational tax 8,200,000 7,993,103 - 7,993,103 (206,897)
Charges for services 361,682 370,675 - 370,675 8,993
Franchise tax 110,000 112,854 - 112,854 2,854
Insurance tax 1,800,000 1,975,895 - 1,975,895 175,895
Bank deposit tax 228,145 197,517 - 197,517 (30,628)
Intergovernmental 1,219,330 220,306 347,785 568,091 (651,239)
License and permits 500,000 492,721 - 492,721 (7,279)
Insurance refunds - 32,335 - 32,335 32,335
Interest income 25,058 93,566 1,066 94,632 69,574
Penalties and interest - 106,970 - 106,970 106,970
Other 125,571 31,009 - 31,009 (94,562)
Reserve 877,942 - - - (877,942)

Total revenues 16,544,551 14,874,653 348,851 15,223,504 (1,321,047)

Expenditures:
Administration 1,741,145 1,641,691 - 1,641,691 (99,454)
Police department 7,623,473 7,091,520 - 7,091,520 (531,953)
Public works 4,337,896 3,281,676 37,756 3,319,432 (1,018,464)
Recreation 902,037 55,028 - 55,028 (847,009)
Capital outlay 1,830,000 709,033 423,078 1,132,111 (697,889)

Total expenditures 16,434,551 12,778,948 460,834 13,239,782 (3,194,769)

Excess (deficiency) of revenues
over expenditures 110,000 2,095,705 (111,983) 1,983,722 1,873,722

Other financing sources: 

Proceeds from sale of equipment - 31,390 - 31,390 31,390

Net change in fund balances $ 110,000 2,127,095 (111,983) 2,015,112 $ 1,905,112

Fund balances, beginning of year 13,801,254 2,364,150 16,165,404

Fund balances, end of year $15,928,349 $ 2,252,167 $ 18,180,516

See accompanying notes.
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CITY OF ST. MATTHEWS, KENTUCKY

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

Year Ended June 30, 2020

Net change in fund balances - total governmental funds $ 2,015,112

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

Certain tax revenues will not be collected for several months after the City's
fiscal year ends and are not considered available revenues in the fund financial
statements.  This is the amount not available in the prior year of $111,412 less
the current year amount of $43,247. (68,165)

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 $1,132,111 was exceeded by depreciation of $1,359,895. (227,784)

Net difference between pension and OPEB plan contributions of $1,097,636
reported as expense in governmental funds and the pension and OPEB
expense of $2,707,500 recorded in the statement of activities. (1,609,864)

Governmental activities report expenditures for capital assets in the statement
of net position.  When the underlying asset is sold, its book value has to be
removed and is netted against the proceeds shown in the statement of
activities.  (18,436)

Changes in the compensated absences accrual are expenses in the statement
of activities and do not require the use of current financial resources, and
therefore, are not reported as expenditures in the governmental funds (2,731)

Change in net position of governmental activities $ 88,132

See accompanying notes.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements

1. Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

The City of St. Matthews, Kentucky (the City) is a home-rule city with a population in excess of
17,000 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: police, sanitation,
street maintenance, and recreation and community development. Primary revenue sources are
property taxes, occupational taxes, insurance taxes, business licenses, 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, 2020. 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 Revised Statutes 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 management.

After consideration of the above criteria, no additional entities are deemed to be component units of
the City.  

Management’s Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
in the United States of America (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.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and Summary of Significant Accounting Policies, continued

COVID-19 Impact

During March 2020, the World Health Organization declared the coronavirus (COVID-19) outbreak
to be a pandemic. COVID-19 continues to spread across the globe and is impacting worldwide
economic activity and financial markets. The City is closely monitoring the impact of the COVID-19
pandemic on all aspects of its operations.  Subsequent to June 30, 2020, the City applied for and
received $1,308,625 of Coronavirus, Aid, Relief, and Economic Security (CARES) Act Provider
Relief Fund Grants. These funds will be included in revenues in fiscal year 2021 and are to be used
to prevent, prepare for, and respond to COVID-19 including healthcare related expenses or lost
revenues that are attributable to COVID-19.  As of June 30, 2020 and as of the date that the
financial statements were issued, the City has not experienced significant disruption in its
operations; however, the continued spread of the disease represents a significant risk that the City's
operations could be disrupted in the near future. Since the situation surrounding the COVID-19
pandemic remains fluid, the long-term duration, nature, and extent of the effects on the City cannot
be reasonably estimated at this time.

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 with a value greater than $5,000 are capitalized.  Capital assets, including infrastructure,
are recorded at their historical cost or estimated 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, 2003.

Pensions and Other Post-Employment Benefits (OPEB) – The City participates in the County
Employees Retirement System (CERS) administered by the Board of Trustees of the Kentucky
Retirement Systems. 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.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and 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 assets and liabilities
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 plan also are required to disclose
various information in the footnotes to the financial statements – see Note 11. 

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.

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.

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

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 recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.  Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.  Capital assets are reported and depreciated.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and Summary of Significant Accounting Policies, continued

Measurement Focus and Basis of Accounting, continued

Governmental fund 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, 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.

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.

Cash and Cash Equivalents - restricted

The City had restricted cash and cash equivalents as of June 30, 2020, that relate to funds and
highly liquid assets confiscated in the normal course of business by the police department, and as
such are restricted for use by that department, as well as funds in the municipal road aid fund whose
use is restricted to road maintenance and repairs.  

Receivables

Receivables consists of revenue earned but not yet received for property taxes, insurance taxes and
occupational taxes.  Nonexchange transactions that are collectible but not available are deferred in
the fund financial statements in accordance with modified accrual basis, but not deferred in the
government-wide financial statements in accordance with the accrual basis.  

The City considers all receivables to be fully collectible; therefore an allowance for doubtful accounts
is not necessary.  
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and Summary of Significant Accounting Policies, continued

Investments

Investments are stated at fair market 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. Investments in certificates of deposit are stated at cost plus accrued
interest, which approximates fair value.

Capital Assets

Capital assets, including land, buildings, improvements, infrastructure, and equipment, are reported
in the governmental activities column in the government-wide financial statements. Such assets are
recorded at historical cost if purchased or constructed.  Donated capital assets are recorded at
estimated fair value at the date of donation.  The costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend the life of the asset are expensed as incurred.

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

Buildings and improvements 20-40 years
Equipment 5-15 years
Infrastructure 25 years
Recreation areas 25 years
Vehicles 5 years

Net Position/Fund Balances

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

Net 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 report 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 had restricted funds of $151,668 for
utilization by police and  $2,252,167 for road improvements as of  June 30, 2020. 

Unrestricted – This category represents net position not appropriated for expenditures or legally
segregated for a specific future use.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and Summary of Significant Accounting Policies, continued

Net Position/Fund Balances, continued

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's nonspendable funds as of June 30, 2020 consisted of $147,012 of prepaid expenses.

Restricted – Amounts constrained for a specific purpose by external parties, constitutional
provisions or enabling legislation.  The City had restricted funds of $151,668 for utilization by
police and  $2,252,167 for road improvements as of  June 30, 2020. 

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, 2020.

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 had no assigned funds  as of
June 30, 2020.

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.

Accounts Payable

Accounts payable consists of trade payables to vendors who provide goods and services to the City.

Confiscated Fund Payable

Confiscated fund payables relate to obligations to remit funds confiscated in the normal course of
business by the police department.  

Compensated Absences

Compensated absences includes accumulated unpaid leave benefits. City employees are granted
leave benefits in varying amounts in accordance with administrative policy.  
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

1. Reporting Entity and Summary of Significant Accounting Policies, continued

Compensated Absences, continued

The City allows employees to accumulate up to 160 hours of vacation time and up to 1,920 hours of
sick leave.  Upon termination, the City will pay out compensation for unused vacation at a rate of
100% of the employees' respective base pay and unused sick leave at a rate of 50% of the
employees' respective base pay.  

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.

Subsequent Events

Management has evaluated subsequent events for accounting and disclosure requirements through
December 8, 2020, the date that the financial statements were available to be issued. 

2. Restatement

Prior to fiscal year 2020, the City had not recorded a liability for the amount payable for unused
vacation and sick leave hours owed to its employees in accordance with its policies as discussed in
Note 1. For the year ended June 30, 2020, the City recorded an accrual of $710,436 for the unused
compensated absences that the City would be required to pay out. The amount was calculated by
multiplying the amount of unused vacation at a rate of 100% of the employees’ respective base pay
and unused sick leave at a rate of 50% of the employees' respective base pay. To correct this error,
the City calculated the amount that should have been accrued as of June 30, 2019, and adjusted the
beginning net position accordingly.

Additionally, during fiscal year 2020, the City determined that there was an error in the calculation of
the deferred outflow of resources related to contributions made to the CERS plan subsequent to the
actuarial measurement date of the plan. The correction of the error resulted in reducing the
beginning net position by $289,749.

The correction for the errors impacted the beginning net position of the government-wide financial
statements only and are summarized as follows:

Net position as of June 30, 2019, as previously reported $ 32,423,315
Adjustment to increase compensated absence accrual 707,709
Adjustment to reduce deferred outflow of resources 289,749
Net position as of June 30, 2019, as restated $ 31,425,857
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

3. Deposits and Investments

Deposits

The City maintained deposits of public funds with depository institutions insured by the Federal
Deposit Insurance Corporation (FDIC) as required by Kentucky Revised Statutes (KRS)
66.480(1)(d). According to KRS 41.240(4), 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.

Custodial credit risk is the risk that in the event of a bank failure, the City’s deposits may not be
returned to it. Consistent with the City’s deposit policy, as of June 30, 2020 all deposits were
covered by FDIC insurance or a properly executed collateral security agreement.  

Investments

At June 30, 2020, the City’s investment balances were as follows: 

Maturity Fair Value
Certificates of deposit:

Interest rate of 1.79% 9/30/2020 $ 87,929
Interest rate of 0.35% 5/07/2021 63,997

Total $ 151,926

Interest Rate Risk – The City does not have a formal written investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from changes in interest
rates.

Credit Risk – Commonwealth of Kentucky law under KRS 66.480, limits investments to obligations of
the United States Government, obligations backed by the full faith and credit of the United States
Government, obligations of any corporation or agency of the United States Government, certificates
of deposits, commercial paper, bonds or securities issued by a state or local government, and
shares of mutual funds.  The City has no written investment policy that would further limit its
investment choices as they are defined in KRS 66.480.  

Concentration of Credit Risk – Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations.  Concentration of credit risk is the risk of loss attributed to the
magnitude of the City’s investment in a single issuer.  The City places no limit on the amount the
City may invest in any one issuer.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

3. Deposits and Investments, continued

Investments, continued

Custodial Credit Risk – For an investment, custodial credit risk is the risk that in the event of failure
of the counterparty or bank, the City will not be able to recover the value of its investments held in
the possession of an outside party. Consistent with the City's investment policy, as of June 30, 2020,
all investments were covered by FDIC insurance or a properly executed collateral security
agreement.

4. Receivables

Receivables at  June 30, 2020 consisted of the following:

Property tax $ 58,592
Occupational tax 1,817,047
Insurance tax 443,297
KLEFPF (police incentive) 15,525
Local law enforcement 2,846

Total receivables $ 2,337,307

5. Capital Assets

Capital asset activity for the year ended June 30, 2020 was as follows:

Beginning
Balance Increases Decreases

Ending
Balance

Land $ 9,300,315 $ - $ - $ 9,300,315
Buildings and improvements 4,928,859 11,241,910 - 16,170,769
Recreation fields and parks 4,387,925 444,871 - 4,832,796
Infrastructure 6,335,066 420,019 - 6,755,085
Vehicles 2,708,894 221,234 (102,500) 2,827,628
Equipment 1,002,353 54,813 - 1,057,166
Construction in progress 11,411,916 554,203 (11,804,943) 161,176

Total capital assets 40,075,328 12,937,050 (11,907,443) 41,104,935

Less accumulated depreciation
Buildings and improvements (3,434,922) (503,238) - (3,938,160)
Recreation fields and parks (1,390,408) (196,622) - (1,587,030)
Infrastructure (3,354,594) (340,067) - (3,694,661)
Vehicles (2,015,549) (249,249) 84,064 (2,180,734)
Equipment (730,222) (70,719) - (800,941)

Total accumulated
depreciation (10,925,695) (1,359,895) 84,064 (12,201,526)

Capital assets, net $ 29,149,633 $ 11,577,155 $ (11,823,379) $ 28,903,409
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

6. Property Taxes

Property taxes are levied in November of each year based upon the taxable value as of January 1
for all real property located within the City. Taxable values are assessed periodically by the Property
Valuation Administrator (PVA) of Jefferson County, Kentucky who is required by Commonwealth of
Kentucky law to maintain total assessments at approximately 100% of fair market value.

As of January 1, 2019, the taxable value of real and certain personal property, as assessed by the
PVA, was $2,617,093,963.  The City currently levies a property tax rate of $.20 per $100 of the
taxable value of real property and certain personal property, as determined by the PVA.  Property
tax payments are due by January 1 of each year.  After January 1, a penalty of 10% is added, plus
interest at 1.5% per month compounded monthly, or a flat $10 in the event the penalty and interest
is less than that amount. Delinquent tax collections shall incur minimum legal costs of $150 for lien
filing and release.  If there are additional costs for collection the collection fees will be charged at a
rate of $150 per hour.  Taxpayers receive a 40% discount if property taxes are paid by October 31.
Property tax revenues, after applicable discounts, were $3,247,702 for the year ended June 30,
2020.

7. Occupational Tax

The City imposes a tax of .75 percent of wages on persons who work within the City in any
business, profession, trade, or occupation.  Such amounts are to be withheld from the employee's
wages and remitted quarterly with a completed payroll tax return detailing total wages and tax
withholdings.  

8. 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.  

9. Conduit Debt Obligations

The City has issued industrial revenue bonds to provide financial assistance to private-sector entities
for the acquisition and construction of industrial and commercial facilities deemed to be in the
public's interest.  The bonds are secured by the property financed and are payable solely from
payments received on the underlying mortgage loans.  Upon repayment of the bonds, ownership of
the acquired facilities transfers to the private-sector entity served by the bond issuance.  

Neither the City, the State of Kentucky, nor any political subdivision there-of is obligated in any
manner for repayment of the bonds.  Accordingly, the bonds are not reported as liabilities in the
accompanying financial statements.  

In November 2005, the City Council approved a bond not to exceed $2,300,000 for the St. Matthews
Episcopal Church to finance and refinance the costs of acquisition, construction and equipping of a
multi-purpose facility and commercial grade kitchen, and equipment to make the structure
handicapped accessible, including an elevator within the City limits.
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

9. Conduit Debt Obligations, continued

In December 2005, the City Council approved a bond not to exceed $11,000,000 for Baptist
Healthcare System, Inc. to finance the costs of constructing and acquiring certain hospital and
related health care properties within the City limits.

In March 2018, the City Council approved a bond not to exceed $1,300,000 for the Walden School
Corporation to finance the costs of constructing, equipping, expansion, and installation of a new
library and to refinance certain education building revenue improvement bonds within the City limits.

The City does not have a system in place to track the outstanding balance of these bonds.

10. Lease Arrangements

During the fiscal year ending June 30, 2005, the City entered into an agreement to lease office
space in a building it owns to a third party. The initial term of the lease is 6 years with six additional 3
year options. Rent payments began on January 1, 2005. The agreement requires annual rent
payments of $54,500 during the initial 6 year period. Should the options be exercised to extend the
lease beyond the original 6 year term the rent shall be as follows:

Option 1 $54,500
Option 2 $54,500
Option 3 $59,500
Option 4 $64,500
Option 5 $69,500
Option 6 $69,500

Under the terms of the lease, the City is obligated to maintain the common areas including
landscaping and parking lot maintenance. After the initial six year period, should the lessee require
additional adjacent space of not less than 1,000 square feet and the City is unable to provide it, the
lessee has the option to terminate the lease anytime thereafter with six months prior written notice.

During the current year the tenant exercised the fourth of its six options to renew the lease for
another 3 year period. Total rent received in this fiscal year under this agreement was $62,000.
Future payments to be received by the City during this fourth renewal of the lease for the fiscal years
ended June 30th are as follows:

2021 $64,500
2022 $64,500
2023 $32,250

The City also owns three other residential properties within the boundaries of the City. All of these
properties are rented on a month-to-month basis with monthly rents of $750 (524 Kentucky Ave),
$1,250 (179 St. Matthews Ave), and $1,350 (169 St. Matthews Ave). 
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CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

11. Retirement Plan

CERS Plan

Plan description and benefits provided – Under the provisions of KRS Section 61.645, the Board of
Trustees of Kentucky Retirement Systems (the System) administers the Kentucky Employees
Retirement System (KERS), County Employees Retirement System (CERS), and State Police
Retirement System (SPRS). These are cost-sharing, multiple employer defined benefit pension and
insurance plans. Although the assets of the systems are invested as a whole, each system’s assets
are used only for the payment of benefits to the members of that plan and the administrative costs
incurred by those receiving a benefit, in accordance with the provisions of KRS Sections 16.510,
61.515, 61.702, 78.520, and 78.630. The City has elected to participate in CERS pursuant to KRS
Section 78.530. Under the provisions of KRS Section 61.701, the Board of Trustees of the Kentucky
Retirement Systems administers the Kentucky Retirement Systems’ Insurance Fund (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 administered by the Kentucky
Retirement Systems: (1) KERS; (2) CERS; and (3) SPRS. The assets of the Insurance Fund are
also segregated by plan.

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 established by statute. CERS issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be obtained
by writing to the Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road,
Frankfort, Kentucky 40601-6124 or by calling (502) 696-8800.

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. 
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

CERS Plan, continued

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.

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:

Years of service % Paid by Insurance
Fund

% Paid by Member
through Payroll

Deductions
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 the plan.  The City’s contribution rate for non-hazardous
employees was 24.06%, 21.48%, and 19.18% for the years ended June 30, 2020, 2019 and 2018,
respectively.
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

CERS Plan, continued

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
39.58%, 35.34%, and 31.55% for the years ended June 30, 2020, 2019 and 2018, respectively.

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 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, 2020, the City reported a liability of $13,566,751 for its
proportionate share of the net pension liability. The net pension liability was measured as of June
30, 2019, 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 in the paragraph
above.
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

Pension Plan, continued

For the year ended June 30, 2020, the City recognized pension expense of $2,285,833. At June 30,
2020, the City reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of

Resources
Net difference between projected and actual earnings 
  on pension plan investments:

Hazardous $ - $ 138,345
Non-hazardous - 61,121

Difference between expected and actual experience:
Hazardous 415,327 -
Non-hazardous 96,809 16,020

Change of assumptions:
Hazardous 948,874 -
Non-hazardous 383,744 -

Change in proportion and differences between employer
   contributions and proportionate share of contributions:

Hazardous - 335,991
Non-hazardous 3,642 127,931

City's contributions subsequent to the
   measurement date of June 30, 2019:

Hazardous 572,649 -
Non-hazardous 275,646 -

Total $ 2,696,691 $ 679,408
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11. Retirement Plan, continued

Pension Plan, continued

The deferred outflows of resources related to the City's contributions to the CERS pension plan
subsequent to the measurement date will be recognized as a reduction of the net pension liability in
the year ending June 30, 2021. 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 inflows and outflows 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 3.40 years for non-
hazardous employees and 3.41 years for hazardous employees. The net increase in pension
expense related to the amortization of these deferred inflows and outflows of resources is as follows:

Year ending June 30:
2021 $ 819,212
2022 234,348
2023 102,281
2024 13,147
Total $ 1,168,988

Actuarial assumptions – For financial reporting, the actuarial valuation as of June 30, 2019 was
performed by Gabriel Roeder Smith (GRS). The total pension liability, net pension liability, and
sensitivity information as of June 30, 2019 were based on an actuarial valuation date of June 30,
2018. The total pension liability was rolled-forward from the valuation date (June 30, 2018) to the
plan’s fiscal year ended June 30, 2019, using generally accepted actuarial principles. 

There have been no changes in plan provision since June 30, 2018, However, the Board of Trustees
has adopted new actuarial assumptions since June 30, 2018. The total pension liability as of June
30, 2019, was determined using these updated assumptions.

The actuarial assumptions for CERS are:

Inflation 2.30 percent
Payroll growth rate 2.0% 
Salary increases 3.30% to 10.30%, varies by service for CERS non-hazardous

3.55% to 19.50%, varies by service for CERS hazardous
(prior year assumptions - 3.05%)

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

Pension Plan, continued

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

The 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:

Target
Allocation

Long-Term
Expected Real
Rate of Return

Asset Class:
Growth:

US Equity %18.75 4.30%
Non-US Equity %18.75 4.80%
Private Equity %10.00 6.65%
Specialty Credit/High Yield %15.00 2.60%

Liquidity:
Core Bonds %13.50 1.35%
Cash %1.00 0.20%

Diversifying Strategies:
Real Estate %5.00 9.00%
Opportunistic %3.00 5.00%
Real Return %15.00 4.10%

Total 100%

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 statutory contribution rates. Based on those assumptions,
the pension plan’s fiduciary net position was projected to be available to make all projected future
benefit payment 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. 

31



CITY OF ST. MATTHEWS, KENTUCKY

Notes to the Financial Statements, continued

11. 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:

1%
Decrease
(5.25%)

Current
Discount

Rate
(6.25%)

1% Increase
(7.25%)

City's share of the net
pension liability $16,963,351 $13,566,751 $10,769,072

OPEB Plan

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB – At June 30, 2020, the City reported a liability of $3,524,219 for its
proportionate share of the net OPEB liability. The net OPEB liability was measured as of June 30,
2018, 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 in the paragraph
above.
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

OPEB, continued

For the year ended June 30, 2020, the City recognized OPEB expense of $421,667. At June 30,
2020, the City reported deferred outflows of resources and deferred inflows of resources related to
OPEB from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of

Resources
Net difference between projected and actual earnings 
  on OPEB plan investments:

Hazardous $ - $ 150,502
Non-hazardous - 40,263

Difference between expected and actual experience:
Hazardous - 486,980
Non-hazardous - 273,514

Change of assumptions:
Hazardous 791,061 4,956
Non-hazardous 268,244 1,794

Change in proportion and differences between employer
   contributions and proportionate share of contributions:

Hazardous - 146,207
Non-hazardous - 54,829

City's contributions subsequent to the
   measurement date of June 30, 2019:

Hazardous 183,233 -
Non-hazardous 87,447 -

Total $ 1,329,985 $ 1,159,045
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

OPEB, 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, 2021. 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 4.54 years for hazardous employees and 6.27 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:
2021 $ 96,205
2022 (43,017)
2023 (93,643)
2024 (25,602)
2025 (27,879)
Thereafter (5,804)
Total $ (99,740)

Actuarial assumptions – For financial reporting the actuarial valuation as of June 30, 2019 was
performed by GRS. The total OPEB liability, net OPEB liability, and sensitivity information as of June
30, 2019 were based on an actuarial valuation date of June 30, 2018. The total OPEB liability was
rolled-forward from the valuation date (June 30, 2018) to the plan’s fiscal year ending June 30, 2019,
using generally accepted actuarial principles.

There have been no changes in plan provision since June 30, 2018, However, the Board of Trustees
has adopted new actuarial assumptions since June 30, 2018. The total OPEB liability as of June 30,
2019, was determined using these updated assumptions.
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Notes to the Financial Statements, continued

11. Retirement Plan, continued

OPEB, continued

The actuarial assumptions for CERS are:

Inflation 2.30%

Payroll growth rate 2.0% 

Salary increase 3.30% to 10.30%, varies by service for CERS non-hazardous

3.55% to 19.50%, varies by service for CERS hazardous
(prior year assumptions - 3.05%)

Investment rate of return 6.25%
Healthcare trend rates: 

Pre – 65 Initial trend starting at 7.00% at January 1, 2020, and gradually
decreasing to an ultimate trend rate  of 4.05% over a period of 12
years.

Post – 65 Initial trend starting at 5.00% at January 1, 2020, and gradually
decreasing to an ultimate trend rate of 4.05% over a period of 10
years.

Mortality: 

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

Post-retirement System-specific mortality table based on mortality experience 
 (non-disabled) from 2013-2018, projected with the ultimate rates from MP-2014

mortality improvement scale using a base year of 2019.

Post-retirement PUB-2010 Disabled Mortality table, with a 4-year set-forward for
(disabled) both male and female rates, projected with the ultimate rates from

the MP-2014 mortality improvement scale using a base year of
2010.

35



CITY OF ST. MATTHEWS, KENTUCKY
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11. Retirement Plan, continued

OPEB, continued

Discount Rate – The projection of cash flows used to determine the discount rate of 5.68% for non-
hazardous and 5.69% 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 3.13%, as reported in Fidelity
Index’s “20-Year Municipal GO AA Index” as of June 28, 2019. However, the cost associated with
the implicit employer subsidy was not included in the calculation of the System’s actuarial
determined contributions, and any cost associated with the implicit subsidy will not be paid out of the
System’s trusts. Therefore, the municipal bond rate was applied to 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:

1% Decrease
(4.69% hazardous)

(4.68% non-
hazardous)

Current Discount
Rate

(5.69% hazardous)
(5.68% non-
hazardous)

1% Increase
(6.69% hazardous)

(6.68% non-
hazardous)

City's share of the
net OPEB liability $ 4,866,583 $ 3,524,219 $ 2,430,847

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:

1% Decrease Current Trend
Rate

1% Increase

City's share of the
net OPEB liability $ 2,495,617 $ 3,524,219 $ 4,777,355
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11. Retirement Plan, continued

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.

12. Litigation

The City is involved in various legal proceedings incidental to the normal course of business. City
management is of the opinion, based upon the advice of general counsel, that although the outcome
of such litigation cannot be forecast with certainty, final disposition should not have a material effect
on the financial position of the City.

13. Recent GASB Pronouncements

In June 2018, the GASB issued Statement No. 89 "Accounting for Interest Cost Incurred before the
End of a Construction Period" requiring that interest cost incurred before the end of a construction
period be recognized as an expense in the period in which the cost is incurred for financial
statements prepared using the economic resources measurement focus. Thus, interest cost incurred
before the end of a construction period will not be included in the historical cost of a capital asset
reported in a business-type activity or enterprise fund. This Statement becomes effective for the
fiscal year June 30, 2021. The City is evaluating the impact of this Statement on the financial
statements. 

In June 2017, the GASB issued Statement No. 87 "Leases" requiring all leases to be recognized as
a right-of-use asset and a lease liability, unless the lease is a short term lease (generally a lease
with a term of twelve months or less). A lessor is required to recognize a lease receivable and a
deferred inflow of resources. At the commencement date of the lease, the City will recognize:  1) a
lease liability for the City's obligation to make payments under the lease agreement, measured on a
present value basis; and 2) a right-of-use asset that represents the City's right to use, or control the
use of, the specified asset for the lease term. Over the term of the lease, the City will report
amortization expense for using the leased asset, interest expense on the lease liability, and note
disclosures about the City's leases. Another objective of this Statement is to address government
lessors recognition of a lease receivable and deferred inflow, and to report lease revenue, interest
income, and note disclosures about the  government's leases. This Statement becomes effective for
the fiscal year June 30, 2022. The City is evaluating the impact of this Statement on the financial
statements. 

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, 2022. The City is evaluating the impact of this
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Statement on the financial statements.
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      REQUIRED SUPPLEMENTARY INFORMATION



CITY OF ST. MATTHEWS, 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

2020 2019 2018 2017 2016 2015
City's proportionate percentage of the net pension

liability:
Hazardous %0.35 %0.36 %0.36 %0.39 %0.41 %0.41
Non-hazardous %0.05 %0.06 %0.06 %0.06 %0.06 %0.06

City's proportionate share of the net pension liability $13,566,751 $12,213,113 $12,072,238 $ 9,871,530 $ 8,926,670 $ 7,076,012
City's covered-employee payroll* $ 4,213,116 $ 4,250,354 $ 4,302,815 $ 4,209,322 $ 4,029,396 $ 3,911,048
City's proportionate share of the net pension liability as

a percentage of its covered payroll %322.01 %287.34 %280.57 %234.52 %221.54 %180.92
Plan fiduciary net position as a percentage of the total

pension liability %46.63 %49.26 %49.78 %53.95 %59.35 %65.96

*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. 

 Schedule is intended to show information for ten years. Additional years will be displayed as they become available. 

See Report of Independent Auditors.
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CITY OF ST. MATTHEWS, KENTUCKY
Schedule of City Contributions - Pension

County Employees Retirement System
For the Years Ended June 30 for the Last Ten Years 

2020 2019 2018 2017 2016 2015
Contractually required contribution $ 848,295 $ 926,208 $ 830,637 $ 823,193 $ 740,760 $ 722,842
Contributions in relation to the contractually required
    contribution $ 848,295 $ 926,208 $ 830,637 $ 823,193 $ 740,760 $ 722,842
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ -
City's covered-employee payroll $ 3,333,238 $ 4,213,116 $ 4,250,354 $ 4,302,815 $ 4,209,322 $ 4,029,396
Contributions as a percentage of covered employee

payroll %25.45 %21.98 %19.54 %19.13 %17.60 %17.94

 Schedule is intended to show information for ten years. Additional years will be displayed as they become available. 

See Report of Independent Auditors.
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CITY OF ST. MATTHEWS, 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

2020 2019 2018
City's proportionate percentage of the net OPEB

liability:
Hazardous %0.35 %0.36 %0.39
Non-hazardous %0.05 %0.06 %0.06

City's proportionate share of the net OPEB liability $ 3,524,219 $ 3,589,101 $ 4,373,725
City's covered-employee payroll* $ 4,213,116 $ 4,250,354 $ 4,302,815
City's proportionate share of the net OPEB liability as a
   percentage of its covered payroll %83.65 %84.44 %101.65
Plan fiduciary net position as a percentage of the total

OPEB liability %61.75 %64.24 %58.99

*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. 

 Schedule is intended to show information for ten years. Additional years will be displayed as they become available. 

See Report of Independent Auditors.
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CITY OF ST. MATTHEWS, KENTUCKY
Schedule of City OPEB Contributions
County Employees Retirement System

For the Years Ended June 30 for the Last Ten Years

2020 2019 2018
Contractually required contribution $ 249,341 $ 367,877 $ 329,381
Contributions in relation to the contractually required
    contribution $ 249,341 $ 367,877 $ 329,381
Contribution deficiency (excess) $ - $ - $ -
City's covered-employee payroll $ 3,333,238 $ 4,213,116 $ 4,250,354
Contributions as a percentage of covered employee

payroll %7.48 %8.73 %7.75

 Schedule is intended to show information for ten years. Additional years will be displayed as they become available. 

See Report of Independent Auditors.
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Lexington  ■  Louisville  ■  Raleigh deandorton.com

Report of Independent Auditors on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in

Accordance with Government Auditing Standards

To the Honorable Mayor and City Council
City of St. Matthews, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the City of St. Matthews, Kentucky (the City) as of and for the year
ended June 30, 2020, and the related notes to the financial statements, which collectively comprise the
City’s basic financial statements, and have issued our report thereon dated December 8, 2020.

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) to determine the 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.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
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. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses.  We did identify a deficiency in internal
control, described in the accompanying Schedule of Findings and Responses as item 2020-01, that we
consider to be a significant deficiency.  

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. 



City Council
City of of St. Matthews, Kentucky
Report of Independent Auditors on Internal Control and on Compliance and Other Matters, continued

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 determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

City's Response to Findings

The City's response to the findings identified in our audit are described in the accompanying Schedule
of Findings and Responses. The City's response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.

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.

Louisville, Kentucky
December 8, 2020
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CITY OF ST. MATTHEWS, KENTUCKY

Schedule of Findings and Responses

Year Ended June 30, 2020

2020-01 Accurate and Complete Financial Information

Criteria: Generally accepted accounting principles require that an entity have internal controls in place
that enable it to ensure all financial information and adjustments are properly included in the City's
financial statements.  

Condition: The City did not have proper internal controls in place to ensure all financial information
and adjustments were properly included in the City's financial statements.  

Cause:  In the prior year, the City lacked personnel with the expertise to prepare its financial
statements, including note disclosures, in conformity with generally accepted accounting standards .

Effect: The City did not properly accrue for vacation and unused sick leave, resulting in a prior period
adjustment that affected beginning net position as of July 1, 2019.  The City also did not properly record
the deferred outflow of resources for contributions made to the County Employees Retirement System
plan subsequent to the actuarial measurement date of the plan, resulting in an adjustment to the
beginning net position as of July 1, 2019.  

Recommendation: We recommend the City's management continue to utilize and work with the third
party consultant recently engaged to assist with preparing and reviewing the financial statements to
ensure complete and accurate financial information is presented in accordance with generally accepted
accounting principles.  

Management Response:  The City of St. Matthews has taken significant steps to improve proper
controls of all financial information and adjustments.  The City recognizes the system can be improved
and is working towards that end by hiring the CPA firm Stephens and Lawson.  

44



CITY OF ST. MATTHEWS, KENTUCKY

Summary of Prior Year Audit Findings

Year Ended June 30, 2020

2019-01 Financial Statement Preparation

Criteria: Generally accepted accounting principles require that an entity have internal controls in place
that enable it to prepare complete financial statements, including note disclosures.  

Condition: The City does not have internal controls in place that enable it to prepare complete financial
statements, including footnote disclosures, in compliance with generally accepted accounting
principles.  

Cause: The City lacks personnel with the expertise to prepare it financial statements, including note
disclosures, in conformity with generally accepted accounting principles.  

Effect: Management engaged the auditor to prepare draft financial statements, including related notes
to the financial statements.  Management reviewed, approved, and accepted responsibility for the
financial statements prior to their issuance.

Current Status: The City hired the prior year auditors to serve in a consulting capacity and assist with
the bookkeeping and furnishing of the financial statements, including the related notes.  
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