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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Board of Aldermen
City of Aurora, Missouri

Report on the Financial Statements

We have andited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of City of Aurora, Missouri, as of
and for the year ended December 31, 2017, 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. 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 Jjudgment, 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,
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Summary of Opinions

Opinion Unit Type of Opinion

Governmental Activities Qualified

Business-Type Activities Unmodified
Governmental Fund-General Unmodified
Governmental Fund-Transportation Unmedified
Governmental Fund-Community Hospital Unmodified
Governmental Fund-Capital Project Unmodified
Governmental Fund-Park Unmodified
Aggregate Remaining Fund Information Unmodified
Enterprise Fund-Sewer Unmodified

Basis for Qualified Opinion on Governmental Activities

As explained in Note I, the City has excluded capital assets leased to an outside party from the financial
statements, which, in our opinion, is not in accordance with accounting principles generally acceptied in the
United States of America. The effects on the financial statements, as discussed in Note I, are not readily
determinable.

Qualified Opinion

In our opinion, except for the effects of the omission of leased capital assets from the financial statements as
discussed in Note J, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities of the City of Aurora, Missouri, as of December
31,2017, and the respective changes in financial position thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Unmedified Opinion

In addition, in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Aurora, Missouri, as of December 31, 2017, and the respective
changes in financial position, and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the required supplementary information as listed in the table of contents 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
2




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 Discussion and Analysis letter that accounting principles
gonerally 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. Qur opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The other supplementary information as listed in the table of
contents, are presented for the purpose of additional analysis and are not a required part of the basic
financial statements.

The other supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the other supplementary information is
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Decker & DeGood
Springfield, Missouri
April 2,2018




CITY OF AURORA, MISSOURI

STATEMENT OF NET POSITION
DECEMBER 31, 2017

ASSETS

Cash and cash equivalents
Restricted assets-cash and cash equivalents
Accounts receivable
Capital assets:
Land
Construction in progress
Other capital assets, net of accumulated depreciation
Net pension assets

Total Assets

DEFERRED OUTFLOW OF RESOURCES
Deferred amounts related to pensions

LIABILITIES
Accounts payable
Accrued wages
Accrued payroll taxes and benefits
Accrued interest
Taxes under protest
Other liabilities
Due and payable within one year
Due and payable in more than one year:
Revenue bonds
Capital leases
Certificates of participation
Meter deposits

Total Liabilities

DEFERRED INFLOW OF RESOURCES
Deferred amounts related fo pensions

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Construction
Unrestricted

Total Net Position

Governmental Business-type
Activities Activities Total

$ 4678499 § 1,158,709 5,837,208
97,640 368,811 466,451
750,723 119,725 870,448
2,298,631 - 2,298,631
- 27,343 27,343
8,500,867 5,895,001 14,395,868
906,395 66,335 972,730
17,232,755 7,635,924 24,868,679
313,125 38,674 351,799
42,624 24,984 67,608
77,467 6,307 83,774
24,969 2,161 27,130
9,027 - 9,027
97,639 - 97,639
13,124 - 13,124
429,779 187,568 617,347
- 790,000 790,000
72,840 - 72,840
1,589,100 - 1,589,100
- 72,160 72,160
2,356,569 1,083,180 3,439,749
189,512 11,493 201,005
8,766,837 4,947,344 13,714,181
- 217,786 217,786
- 78,865 78,865
6,232,962 1,335,930 7,568,892
“§ 14,999,799 § 6,579,925 21,579,724

See the accompanying notes fo the financial statements.
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ASSETS

Cash and cash equivalents
Restricted assets:

Cash and cash equivatents
Accounts receivable

Property taxes

Sales taxes

Franchise taxes

Motor fuel taxes

Granis

Crther

Total Assets

LIABILITIES

Liabilities-
Accounts payable
Accrued wages
Accrued payroli taxes and benefits
Taxes paid under protest
Other liabilities

Telal Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavaileble property tax revenue

EUND BALANCES

Commitied
Restricied;

Transportation

Public Safety

Ecenomic Devetopment

Parks

Parks/Storm Water Control
Assigred-Cemetery
Linassigned

Total Fund Balances

TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCE

CITY OF AURORA, MISSOURI
BALANCE SHEET-
GOVERNMENTAL FUNDS
DECEMBER 31, 2017

Community Capital Other Totat

General Transportation Hospital Project Governmental  Govemnmental

Fund Fund Fund Fund Funds Funds
$ 1,481,722 % 501,998 $ 1,743492 0§ 527,037 0§ 424249 § 4,678,498
97,640 - - - - 97,640
246,664 - - - 678 247,342
85,329 42,664 - 42,664 39,829 210,486
64,871 - - - - 64,871
- 24,876 - - - 24,876
2,973 - 200,100 - 74 203,147
3 1,979,199 % 360538 5§ 1943562 § 569,701 § 464,830 § 5,526,860
$ 19,55% $ 14,814 3 - % 5506 % 2,768 § 42,647
65,346 9,531 - 360 2,228 77,465
18,055 6,574 - - - 24,629
97,639 - - - - 97,639
13,124 - - - 318 13,442
213,723 30,919 - 5,866 5,314 255,822
26,995 - - - 587 27,582
- - 1,943,592 - - 1,943,592
- 538,619 - - - 538,619
B - - 563,835 - 563,835
- - - - 5,370 5370
- - - - 143 143
- - - - 453,416 453,416
10 - - - - 10
1,738,471 - - - - 1,738,471
1,738,481 538,619 1,943,592 563,835 458,929 5,243,456
$ 1979,19¢ § 569,538 § 1943592 § 569,708 $§ 464830 3% 5,526,860

See the accompanying notes to the financial statements,
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CITY OF AURORA, MISSOURI
RECONCILIATION OF BALANCE SHEET TO
STATEMENT OF NET POSITION
DECEMBER 31, 2017

Total Fund Balances-Governmental Funds $ 5,243,456

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

Non-depreciabie assets 2,298,631
Depreciable assets 8,500,867
10,799,498
Revenue that is unavailable in the funds financial statement but is
recognized as revenue in the government-wide
financial statements. 27,582
Interest on long-term debt is accrued as a liability in the government-wide
statements but is not recognized in the government funds unti! due. (9,026)
Certain amounts are not a use of financial resources and, therefore,
are not reported in the governmental funds. These items consist of;
Net pension assets 906,395
Deferred outflows - pension related 313,125
Deferred inflows - pension related (189,512)
Long-term liabilities are not due and payabie in the current period and,
therefore, are not reported as liabilities in the governmental funds.
Long-term labilities at year-end consist of:
Compensated absences (59,058)
Long term debt (2,032,661)
Net position of governmental activities $ 14,999,799

See the accompanying notes to the financial statements.
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REVENUES
Taxes:
Property taxes
Franchise taxes
Sales taxes
Use tax
Intergovernmental:
Missouri motor fut taxes
Fee in lieu of tax
Cost reimbursement Marionville
Institutional tax
Licenses & permits
Fines & forfeitures
User charges:
Park activities
Cemetery-sale of plots
interest
Other:
Building lease
Donations
Insurance claims
Grants
Sade of assels
Miscellaneous
Total Revenues

EXPENDITURES

Current:
General government
Police and court
Fire
E-911
Streets
Airport
Parks
Cemetery care
Finance and econemic devetopment
Code enforcement
Storm waier control
UDAG

Capital outlay

Debd service:
Principal
Interest

Total Expeaditures

EXCESS (DEFICIT) OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers In
Transfers (Out)
Loan proceeds

WET CHANGE IN FUND BALANCES

FUNE BALANCES - BEGINNING (RESTATED)

FUND BALANCES - ENDING

CITY OF AURORA, MISSOURI
STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 131, 2017

Community Capital Other Total
General Traasportation Hospital Project Governmental  Governmental
Fund Fuad Fund Fund Funds Funds
3 263,154 & - - - 8 3715 % 266,869
868,706 - - - - 868,706
1,139,338 543,300 . 543,299 543,274 2,769,211
65,444 32,722 - 32,722 - 130,388
- 303,618 - - - 303,618
6,552 - - - - 6,552
35,300 - . - - 35,300
7,138 - - - - 7.138
35,422 - - - - 35,422
128,818 - - v - 128,818
32,661 - - - 30,980 63,641
45,950 - - - - 45,950
- - 17,603 1,300 - 18,903
- - 200,100 - - 200,:00
5,629 - - - 40 5,669
21,936 - - 90,000 - 181,936
1,660 207,641 - - - 209,301
1,325 - 53,929 - - 55,254
29,586 10,616 - 9 376 40,587
2,688,619 1,097,897 271,632 667,330 578,385 5,303,863
548,942 - 53,675 1,260 - 603,817
1,129,010 - - 159,756 - 1,288,766
461,261 - - 27,367 - 488,598
237,041 - - - - 237,041
- 576,745 - - . 576,745
- 9,148 - . - 9,148
- - - - 236,146 236,146
110,613 - - - - 110,613
202,381 - - - - 202,38]
296,392 - - - - 296,392
- - - - 193 193
- - - “ 10,406 10,406
96,406 230,715 - - 191,653 521,774
42,933 - - 318,780 - 361,713
3,438 - - 40,265 - 43,703
3,131,447 816,608 53,675 547,308 438,398 4,987,436
(442,828) 281,289 217,957 120,022 139,987 316,427
116,577 - - - - 116,577
- (39,577) - - . (39,577
39,328 - - - - 39,328
(286,923) 241,712 217,657 120,022 139,987 432,755
2,025,404 256,907 1,725,635 443,813 318,942 4,810,701
$  §,738481 § 538619 1,943,592 563,835 § 458929 § 5,243,456

See the accompanying notes to the financial stalements.
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CITY OF AURORA, MISSOURI
RECONCILIATION OF STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES -
TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2017

Net change in fund balances--total governmental funds h 432,755
Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.

However, in the statement of activities the cost of those assets

are allocated over their estimated useful lives and reported as

depreciation expense.
Expenditures for Capital assets 521,774
Less current year depreciation expense {454,290)

Some expenses repoited in statement of activities do not require
the use of current financial resources and, therefore, are not reported as
expenditures in the governmental funds.
Change in pension expense (114,039)

Decrease in bond interest payable reported in the Statement
of Activities is not a source of current financial resources and,
therefore, is not reported as revenue in the governmental funds, 2,397

Real property taxes in the Statement of Activities includes all billed amounts
which differ from the current financial resource measurement of the
governmental funds. This is the net difference of both measurement focuses. (12,067)

Bond proceeds provide current financial resources to governmental
funds, but issuing debt increases long-term liabilities in the same
statement of net position. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment reduces
long-term liabilities in the statement of net position.

Principal repayments 361,713
New loan proceeds (39,328)
Change in net position of governmental activities 5 698,915

See the accompanying notes to the financial statements.
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CITY OF AURORA, MISSOURI
STATEMENT OF NET POSITION -
PROPRIETARY FUND (SEWER)
DECEMBER 31, 2017

ASSETS
Current Assets:
Cash and cash equivalents 1,158,709
Accounts receivable
Utilities 119,725
Total Current Assets 1,278,434
Restricted Assets:
Cash and cash equivalents 368,811
Total Restricted Assets 368,811
Noncurrent Assets:
Capital Assets:
Construction in progress 27,343
Other capital assets, net of accumulated depreciation 5,895,001
Net pension assets 66,335
Total Noncurrent Assets 5,988,679
TOTAL ASSETS 7,635,924
DEFERRED QUTFLOW QF RESOURCES
Deferred amounts related to pensions 38,674
LIABILITIES
Current Liabilities:
Accounts payable 24,984
Accrued wages 6,307
Accrued payroll taxes and benefits 2,161
Compensated absences 2,568
Current portion of long-term debt 185,000
Total Current Liabilities 221,620
Noncurrent Liabilities:
Revenue bonds 790,600
Meter deposits 72,160
Total Noncurrent Liabilities 862,160
Total Liabilities 1,083,180
DEFERRED INFLOW OF RESOQURCES
Deferred amounts related to pensions 11,493
NET POSITION
Net investment in capital assets 4,947,004
Restricted-
Depreciation and replacement 217,786
Construction 78,865
Unrestricted 1,336,270
Total Net Position

6,579,925

See the accompanying notes to the financial staternents.
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CITY OF AURORA, MISSOURI
STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION -
PROPRIETARY FUND (SEWER)

FOR THE YEAR ENDED DECEMBER 31, 2017

OPERATING REVENUES:
Charges for services $ 1,446,826

OPERATING EXPENSES:
Chemicals 7,205
Collection system 4,797
Computer software and expenses 4,772
Depreciation 239,743
Dues and training 1,609
Empire water reconnect 2,521
Employee benefits 35,905
Fuel 7,896
Insurance 26,526
Miscellaneous 7,573
Office supplies and postage 18,982
Payroll taxes 12,079
Permits, licenses and fees 4,118
Professional fees 71,207
Repairs & maintenance 81,910
Retirement expense 8,138
Salaries 158,608
Supplies 8,794
Telephone 4,582
Uniforms 2,908
Utilities 73,007
Total Operating Expenses 782,880
OPERATING INCOME 663,946

NON-OPERATING REVENUES (EXPENSES):

Interest earned on SRF accounts 38,719
Interest expense and agents fee (63,118)
Total Non-operating Revenues {Expenses) (24,399)
TRANSFERS
Transfer (out) (77,000)
Total transfers {77,000)
CHANGE IN NET POSITION _ 562,547
TOTAL NET POSITION - BEGINNING 6,017,378
TOTAL NET POSITION - ENDING $ 6,579,925

See the accompanying notes to the financial statements,
11




CITY OF AURORA, MISSOURI
STATEMENT OF CASH FLOWS
PROPRIETARY FUND (SEWER)

FOR THE YEAR ENDED DECEMBER 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers
Payments o suppliers

Payments to employees

Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Transfer for operating reimbursements
Net Cash {Used for) Noncapital financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Capital expenditure
Principal paid
Interest paid
Net Cash (Used for) Capital and
Related Financing Activities

NET CASH INCREASE FOR THE YEAR
CASH AT BEGINNING OF YEAR
CASH AT END OF YEAR

CASH SUMMARY
Cash and cash equivalents
Restricted assets-cash and cash equivalents

Total

Reconciliation of operating income to net cash

provided by operating activities:

Operating Income

Adjustments to reconcile net operating income

to net cash provided by operating activities:

Depreciation expense
(Increase) in accounts receivable
Increase in accounts payable
Increase in accrued wages, taxes, and benefits
Increase in sewer deposits

Net Cash Provided by Operating Activities

See the accompanying notes to the financial statements.
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1,451,842
(313,007)

(218,790)

920,045

(77,000)

(77,000)

(12,998)
(180,000)

(24,399)

(217,397)

625,648

901,872

1,527,520

1,158,709

368,811

1,527,520

663,946

239,743
(9,715)
15,400
(4,060)
14,731

920,045




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
THE REPORTING ENTITY

The basic financial statements of the City of Aurora (the City) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applied
to government units, The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles.
The more significant of the City’s accounting policies are described below.

The financial statements of the City present the financial activities of the City and any component
units. The criteria used in determining the scope of the reporting entity are based on accounting
principles generally accepted in the United States of America. The City is the primary government
unit, Component units are those entities which are financially accountable fo the primary
government, either because the City appoints a voting majority of the component unit’s Board or
because the component unit will provide a financial benefit or impose a financial burden on the

City.

The accompanying basic financial statements include only the operations of the City, since
management has determined that there are no other organizations that meet the criteria for inclusion
in the reporting entity of the City.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all activities of the City. For the most part, the effect of interfund |
activity has been removed from these statements. Government-wide financial statements do not
provide information by fund but distinguish between the City’s governmental activities and
business-type activities, Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activitics demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a

specific function. Program revenues include 1) charges to customers or applicants who purchase,

use, or directly benefit from goods, services, or privileges provided by a given function and 2)

grants and contributions that are restricted to meeting the operational or capital requirements of a

particular function. Taxes and other items not properly included among program revenues are

reported instead as general revenues,

13




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund financial statements, Separate financial statements are provided for governmental funds and
proprietary funds. Major individual governmental funds are reported as separate columns in the
fund financial statements,

Governmental Fund Types: Governmental funds are those through which most governmental
functions of the City are financed. The acquisition, use and balances of the City’s expendable
financial resources and the related liabilities (other than those in proprietary funds) are accounted
for through governmental funds.

The City reports the follewing major governmental funds:

General Fund

The General Fund is the government’s primary operating fund. It is used to account for all
financial resources except those required to be accounted for in another fund.

Transportation Fund

This fund was established to account for the proceeds of transportation sales taxes, Missouri
motor fuel taxes and other revenues for streets that are legally restricted to expenditures for the
purpose of street and airport improvements and repairs and maintenance.

Community Hospital Fund

The Aurora Community Hospital Board funds are restricted to use for the Hospital and are
controlled by an agreement between the Aurora Community Hospital Board and Mercy Health
System.

Capital Project Fund

This fund was established to account for capital improvement sales tax used for the purpose of
paying the debt proceeds for the construction of the combined police and fire station and operation
expenditures of those departments.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The City reports the following major proprietary fund:
Sewer Fund

The Sewer Fund (an enterprise fund) is used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises - where the intent of the governing
body is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges or (b)
where the governing body has decided that periodic determination of revenues, expenses, and/or
net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

Additionally, the government reports the following fund types:
UDAG Fund

This fund was established to account for the proceeds of grant moneys that are restricted to
expenditures for the purpose of improvements to the Downtown Aurora area in the form of
fagade improvement loans, streetscape and low interest programs for business owners.

Park Fund

This fund was established to account for the proceeds of property tax revenue that is legally
restricted to expenditures for the purpose of park and recreation activities.

Park/Storm Water Fund

This fund was established to account for the proceeds of one-half cent park/storm water sales tax
revenue that is legally restricted to expenditures for the purpose of park and storm water projects.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide financial statements are reported vsing the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recognized at the time liabilities are 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 revenues as soon as all
eligibility requirements imposed by the provider have been met.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A — 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 récognized 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 30
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting, However, debt service expenditures, as well as expenditures
related to compensated absences, claims, and judgments, are recorded only when payment is due.

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

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

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided; 2) operating grants and contributions; and 3) capital grants and
contributions, including special assessments. General revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items,
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operation, the principal
operating revenues of the enterprise fund are charges for services. Operating expenses for the
enterprise fund include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses. When both restricted and unrestricted resources are available for use, it is
the City’s policy to use restricted resources first, then unrestricted resources as they are needed.

ASSETS, LIABILITIES AND NET POSITION/FUND BALANCE
Cash and Cash Equivalents
The City pools money from several funds to facilitate disbursement and investment and to

maximize investment income. Therefore, all cash and investments are essentially demand deposits
and are considered cash and cash equivalents.

16




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Statement of Cash Flows

For the purpose of the statement of cash flows, the City considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

Investments

State statutes authorize the City to invest in obligations of the U.S. Treasury, federal agencies,
commercial paper, corporate bonds, and repurchase agreements. Investments are stated at fair
value.

Restricted Assets

The City elects to use restricted assets before unrestricted assets when the situation arises where
either can be used. Certain assets are classified as restricted assets because their use is limited by
applicable debt or other agreement.

Due to and due from other funds

Interfund receivables and payables arise from interfund transactions and are recorded by all funds
affected in the period in which transactions are executed.

Accounts receivable

Accounts receivable utilities are stated at net with an allowance for doubtful accounts of $ 6,301,
All other receivables were collected in the following 30 days therefore, no allowance provided.

Inventories

The purchase method is used to account for inventories. Under the purchase method, inventories
are recorded as expenditures when purchased.

Capital Assets and Depreciation

Capital assets, which include property, equipment, and infrastructure (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are defined by the
City as assets with an initial cost of more than $ 1,000 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed, Donated capital assets are recorded at estimated acquisition value at the date of
donation. The City has elected not to go back 20 years and record estimated cost of streets less
depreciation but began in 2004 recording capital outlay of street projects and depreciate over
twenty to forty years.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets and Depreciation - continued

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during construction phase of capital assets
of business-type activities is included as part of the capitalized value of the assets constructed. For
the year ended December 31, 2017, the City did not capitalize any interest and interest expense for
the Sewer Fund was § 63,118 less interest earned by SRF accounts applied to bring the net cost
down to § 24,399 by the City of Aurora.

Depreciation has been provided over the estimated useful lives using the straight-line method of
depreciation. The estimated useful lives for each major class of depreciable capital assets are as

follows:
Utility plants 20 to 50 years
Buildings 40 years
Infrastructure 20 to 40 years
Furniture and equipment 5 to 10 years
Vehicles 5 to 10 years

Deferred Outflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so wili not
be recognized as an outflow of resources {(expense/expenditure) until then. At this time, the City has
one items that meet the definition of deferred outflows of resources which is pension related.

Deferred Inflows of Resources/Unavailable Revenue

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not
be recognized as an inflow of resources (revenue) until then. In the Governmental Funds the item
reported as a deferred inflow of resources arises only under a modified accrual basis of accounting,
Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance
sheet. The governmental funds report unavailable revenues from property taxes as these amounts
are deferred and will be recognized as an inflow of resources in the period in which the amounts
become available,

For the Governmental Activities deferred inflows represents amount related pensions,

18




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Obligation for Bond Arbitrage

Pursuant to Section 148(f) of the U. S. Internal Revenue Code, the City must rebate to the United
State Government the excess of interest earned from the investment of certain debt proceeds and
pledged revenues over the yield rate of the applicable debt. Arbitrage rebate, if any, is due and
payable on each five year anniversary of the respective debt issue. As of December 31, 2017 the
City had no outstanding arbitrage rebate liability.

Compensated Absences

City employees are entitled to certain compensated absences based on their length of employment.
With minor exceptions, compensated absences either vest or accumulate and are accrued when they
are earned. A liability for this amount is reported in the Governmental Activities and proprietary
fund (Sewer Fund).

Pensions

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

Long-term Debt

In the governmental-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt is reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net position. Bond premiums and
discounts, and losses on refunding are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are expensed during the current period.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources, Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balances-Gevernmental Funds
As of December 31, 2017, fund balances of the governmental funds are classified as follows:

Non-spendable - This classification includes amounts that cannot be spent either
because they are not in a spendable form or because they are legally or contractually
required to be maintained intact.

Restricted - This classification includes that can be spent only for specific purposes
because of the City Charter, City Code, state or federal laws, or externally imposed
conditions by grantors or creditors,

Committed - This classification includes amounts that can be wsed only for specific
purposes determined by a formal action by the City Council. Such formal action may be in
the form of an ordinance and may only be modified or rescinded by a subsequent formal
action.

Assigned - This classification includes amounts that are intended by the City to be used
for a specific purpose but are neither restricted nor committed. Assignments may be
made only by the government body or official.

Unassigned - This classification represents the residual positive balance within the
General Fund, which has not been restricted, committed or assigned. In funds other than
the General Fund, unassigned fund balances are limited to negative residual balances.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balances is available, the City considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
available, the City considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the City Council has provided
otherwise in its commitment or assigned actions,

Net Position

Net position represents the difference between assets and deferred outflows of resources, and
liabilities and deferred inflows of resources. Net investment in capital assets consists of cost of
capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowing used for the acquisition, construction or improvement of those assets. This net
investment in capital assets amount also is adjusted by any bond issuance deferral amounts. Net
position is reported as restricted when there are limitations imposed on its use either through the
enabling legislation adopted by the City or through external restrictions imposed by creditors,
grantors or laws or regulations of other governments, All other net position is reported as
unrestricted.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Position - continued

The City applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net position is available.

Use of Estimates

The preparation of basic financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported
in the basic financial statements and accompanying notes. Actual results could differ from those
estimates.

Revenue Recognition

Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on
October 1, and are due and payable at that time. All unpaid taxes levied October 1 become
delinquent January 1, of the following year. Levy for 2017 was $ .3666 for the General Fund only
with a valuation base of § 64,233,153,

Sales Taxes
The City has four sales tax authorizations, a one cent City general sales tax, 2 cent transportation
tax, V2 cent capital improvement sales tax and a % cent park/storm water sales tax.

Use Tax
The City enacted in 2009 to charge use tax on purchases from out of state made inside the City.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Budgets and Budgetary Accounting

The City is required by Missouri State Law RSMo 105,485 to prepare a budget each year based
on estimates of revenues and expected expenditures which include at a minimum a budget
message, budget summary, schedule with prior year comparison of estimated revenue and
expenditures, schedule of bonded debt obligations and budget approval letter, The accompanying
statement of revenues, expenditures and changes in fund balance-budget and actual includes the
budgeted expenditures for the year, along with management’s estimate of revenues for the year
for both the original budget and the final budget which is reflective of any amendments
throughout the fiscal year. The legal level of budgetary control is at the total fund level .
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NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY - continued

Budgetary basis of accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
(modified accrual basis) for all governmental funds.

Excess of expenditures over appropriations

For the year ended December 31, 2017, expenditures did not exceed appropriations in any fund.
Bond Reserve Compliance

The City was in compliance with bond reserve requirements for the 2001C Series bond.

Debt restrictions

General obligation debt

Article VI, Sections 26 (b) and (¢}, Constitution of Missouri, limits the outstanding amount of
authorized general obligation debt of a City to 10 percent of the assessed valuation of taxable
tangible property as shown by the last completed assessment for state or county purposes.
Authorization for debt issuance requires four-sevenths at the general municipal election day,

primary or general elections and two-thirds at all other elections, vote of the qualified electors
thereof. As of December 31, 2017, the City had no cutstanding General Obligation Bonds.
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

DETAILED NOTES ON ALL FUNDS

NOTE B —DEPOSITS AND INVESTMENTS

The City maintains a cash and investment account for each fund. Each fund account is displayed on
the combined balance sheet as either “cash, investments, board designated investments, or bank
overdrafts”. In addition, investments are separately held by several of the City’s funds. Deposits
and investments are stated at cost, which approximates market.

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

As of December 31, 2017, the City’s bank balances were entirely secured or collateralized with
securities held by the City or by its agent in the City’s name.

Investment Policies

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The City’s written investment policy covering credit risk states that the City will
pre-qualify financial institutions that the City will do business with and diversify it's portfoho to
minimize potential losses.

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. Investments held for longer periods are subject to increased risk of adverse
interest rate changes, The City’s written investment policy manages its exposure to declines in
fair values by limiting the maximum allowable stated maturity of any individual investment to
meet cash requirements for ongoing operations and to invest primarily in shorter-term markets.

Concentration of Credit Risk is the risk of loss atiributed to the magnitude of the City’s
investment in a single issuer. The City’s written investment policy is to have all deposits placed
in institutions that cover the City’s accounts with federal deposit insurance or collateralized with
securities, in the City’s name. Evidence of pledged collateral is maintained by the City and
reviewed regularly to assure that the market value of the pledged securities is adequate.

Custodial Credit Risk is the risk that in the event of a broker/agent failure, securities that are
uninsured and not registered in the name of the City and are held by either the counterparty to the
transaction or the counterparty’s trust department or agent but not in the government’s name will
not be returned to the City. The City’s written investment policy on custodial credit risk limits
this risk by contracting with a third-party custodian for securities. However, all of the City’s
investments are either insured or registered in the City’s name and held by the City’s agent.
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NOTE C - RESTRICTED CASH

‘Restricted cash consisted of the following as of December 31, 2017:

General Fund

Taxes paid under protest $ 97,640
$ 97,640

Sewer Fund
Reserve for Depreciation and Replacement $ 217,786
Construction 78,865
Meter deposits 72,160
$ 368,811
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CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE D — CAPITAL ASSETS AND DEPRECIATION
Capital asset activity for the year ended December 31, 2017 was as follows:

Governmental Activities:

Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 2298631 $ - $ - $ 2,298,631
Construcﬁon in progress $ 26,962  § - 0§ 26962 § -
Capital assets being depreciated:
Buildings $ 6,622,351 $ - $ - $ 6,622,351
Infrastructure 3,444,002 256,430 - 3,700,432
Equipment 2,370,854 223,966 39,924 2,554,896
Vehicles 1,750,006 68,340 17,817 1,800,529
Total capital assets being depreciated 14,187,213 548,736 57,741 14,678,208
Less: Accumulated depreciation for:
Buildings 2,415,345 137,038 - 2,552,383
Infrastructure ' 447,687 153,314 - 601,001
Equipment 1,534,670 96,923 39,924 1,591,669
Vehicies 1,383,090 67,015 17,817 1,432,288
Total accumulated depreciation 5,780,792 454,290 57,741 6,177,341
Capital assets being depreciated, net $ 8,406,421 § 94446 § - % 8,500,867
Governmental activities capital assets, net $ 10,732,014 $ 94446 $ 26,962 § 10,799,498

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

Governmental Activities:

General government $ 43,079
Police and courts 131,754
Fire 23,000
Streets and airport 169,582
Parks 84,760
Cemetery 2,025

$ 454,290
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DECEMBER 31, 2017

NOTE D - CAPITAL ASSETS AND DEPRECIATION (Continued)

Business-fype Activities:

Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Construction in progress $ 14345 $ 12,998 § - 3 27,343
Capital assets being depreciated:
Plant $ 10,340,062  § - § - $ 10,340,062
Equipment 286,131 - - 286,131
Vehicles 601,650 - - 601,650
Total capital assets being depreciated 11,227,843 - - 11,227,843
Less: Accumulated depreciation for:
Plant 4,301,974 208,844 - 4,510,818
Equipment 546,189 28,811 - 575,000
Vehicles 244,936 2,088 - 247,024
5,093,099 239,743 - 5,332,842
Capital assets being depreciated, net $ 6,134,744 $ 5,895,001
Business-type activities capital assets, net § 6,149,089 $ 5,922,344
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NOTE E - LONG-TERM DEBT

Business-type activities

The following is a summary of debt transactions of the City for the year ended December 31,
2017 as it relates to the business-type activities:

Amount Due

Beginning Ending Within
Balance Additions Reductions Balance One Year
Revenue Bonds $ 1,155,000 $ - $ 180,000 $ 975000 $ 185,000
Compensated Absences 2,620 9.205 9,257 2,568 2,568
Total Business-Type $ 1,157,620 § 9205 § 189,257 $ 977,568 $ 187,568
Due and payable within one year
Revenue Bonds $ 185,000
Compensated Absences 2,568
Total due within one year 187,568
Due and payable in more than one year
Revenue bond 790,000
$ 977,568

The Proprietary Fund long-term debt as of December 31, 2017 follows:

$3,000,000, 2001C Series Sewerage System Revenue

Bonds due in monthly installments at 3.00% to 5.00% interest.

Secured by net revenues of the Sewer Fund.

Bond matures July 1, 2022, $ 975,000
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NOTE E — LONG-TERM DEBT {Continued)

The annual requirements to amortize bonded debt as of December 31, 2017 follow:

Year Ending Sewer Fund
December 31, Principal Interest Totals

2018 $ 185,000 $ 49,444 $ 234,444
2019 190,000 39,500 229,500
2020 195,000 30,000 225,000
2021 200,000 20,250 220,250
2022 205,000 10,250 215,250

$ 975,000 $ 149,444 $ 1,124,444
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DECEMBER 31, 2017

NOTE E - LONG-TERM DEBT (Continued)

GOVERNMENTAL ACTIVITIES LONG-TERM DEBT

The following is a summary of capital lease transactions of the City for the year ended December

31,2017

Capital Leases -

1996 Spartan Aerial Ladder truck at 3.67%

at a cost of $ 230,200

Cad server system at 3,955 %
at a cost of § 130,788

2017 Ford Expedition at 3.51% ata
cost of $39,328

2016 Certificate of Participation on
November 11, 2016 interest rate

1.76% with payments of principal and
interest semi-annually and ranging from
$ 165,605 to § 164,182 with the

final payment November 1, 2023

Total Capital Lease and COP's

Compensated Absences

Total Governmental Activities

Due
Beginning Ending Within
Balance Tssued Retired Balance One Year
$ 91,582 % - § 29410 § 62,172 § 30,514
81,064 - 25,980 55,084 27,008
- 39,328 13,523 25,805 12,699
2,182,400 - 292,800 1,889,600 300,500
2,355,046 39,328 361,713 2,032,661 370,721
65,171 71,711 77.824 59,058 59,058
$ 2420217 $ 111,039 § 439,537 $ 2,091,719 § 429,779
Long-term debt due within one year
Capital Leases § 370,721
Compensated absences 59,058
Total due within one year 429,779
Long-term debt due in more than one year 1,661,940
_$ 2,001,719
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NOTE E —~ LONG-TERM DEBT (Continued)

The City has entered into these cancelable leases although the City does not foresee exercising
its options to cancel. Therefore, these leases are accounted for as a noncancelable capital lease
in accordance with Statement of Financial Accounting Standards Board (FASB) No. 13
Accounting for Leases.

The City was in compliance with bond reserve requirement for capital lease.

Governmental
Assets Activities
Buildings $ 4,187,815
Equipment 243 988
Vehicles 39,328
Less: Accumulated Depreciation (1,085,489)
Total $ 3,385,642

Assets shown above under capital leases are included in Note D.

Following is a summary of debt maturities and interest requirements on above leases:

Year Ending
December 31, Total
2018 $ 407,993
2019 409,573
2020 329,899
2021 329,644
2022 337,958
2023 335,673
Total minimum lease payment 2,150,740
Less: amount representing interest (118,079)
Present value of minimum lease payments $ 2,032,661
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NOTE F - DEFINED BENEFIT PENSION PLAN

The City of Aurora participates in the Missouri Local Government Employees Retirement
System (LAGERS). LAGERS is an agent multiple-employer, statewide public employee
retirement plan for units of local government which is legally separate and fiscally independent
of the State of Missouri. The retirement system covers all full-time City employees.

Plan description

The City of Aurora’s defined benefit pension plan provides certain retirement, disability and death
benefits to plan members and beneficiaries. The City of Aurora participates in the Missouri Local
Government Employees Retirement System (LAGERS). LAGERS is an agent multiple-employer,
statewide public employee pension plan established in 1967 and administered in accordance with
RSMo. 70.600-70.755. As such, it is LAGERS responsibility to administer the law in accordance
with the expressed intent of the General Assembly. The plan is qualified under the Internal
Revenue Code Section 401 (a) and is tax exempt. The responsibility for the operations and
administration of LAGERS is vested in the LAGERS Board of Trustees consisting of seven
persons. LAGERS issues a publicly available financial report that includes financial statements and
required supplementary information. This report may be obtained by accessing the LAGERS
website at www.molagers.org.

Benefits provided

LAGERS provides retirement, death and disability benefits. Benefit provisions are adopted by the
governing body of the employer, within the options available in the state statutes governing
LAGERS. All benefits vest after 3 years of credited service. Employees who retire on or after age
60 (55 for police and fire) with 3 or more years of service are entitled to an allowance for life based
upon the benefit program information provided below. Employees may retire with an early
retirement benefit with a minimum of 3 years of credited service and after attaining age 55 (50 for
police and fire) and receive a reduced allowance.

2017 Valuation
Benefit Multiplier: 1.75%
Final Average Salary: 3 years
Member Contributions: 0.00%

Benefit terms provide for annual post retirement adjustments to each member’s retirement
allowance subsequent to the member’s retirement date. The annual adjustment is based on the
increase in the Consumer Price Index and is limited to 4% per year,
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NOTE F - DEFINED BENEFIT PENSION PLAN (Continued)

Emplovees covered by benefit terms

At June 30, 2017, the following employees were covered by the benefits terms:

Inactive employees or beneficiaries currently receiving benefits 28
Inactive employees entitled to but not yet receiving benefits 51
Active employees 51

Total 130
Contributions

The employer is required to contribute amounts at least equal to the actuarially determined rate, as
established by LAGERS. The actuarially determined rate is the estimated amount necessary to
finance the cost of benefits earned by employees during the year, with an additional amount to
finance an unfunded accrued liability. Full-time employees of the employer contribute 0.0% of
their gross pay to the pension plan. Employers contribution rates are 7.9 % General, 1.9% Fire and
12.0% Police of annual covered payroll.

Net Pension Liability

The employer’s net pension liability was measured as June 30, 2016, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of February

29, 2017.

Actuarial assumpiions

The total pension liability in the February 28, 2017, actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.25% wage inflation: 2.50% price inflation
Salary increase 3.25% to 6.55% including wage inflation
Investment rate of return 7.25% net of investmentt

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

32




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31,2017

NOTE F — DEFINED BENEFIT PENSION PLAN (Continued)

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

The actuarial assumptions were based on the 5-year experience study for the period March 1, 2010
through February 28, 2015.

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

Target Long-Term Expected

Asset Class Allocation Real Rate of Return
Equity 43.00% 5.29%
Fixed Income 26.00% 2.93%
Real Assets 21.00% 331%
Strategic Assets 10.00% - 5.713%

Discount rate

The discount rate used to measure the total pension liability is 7.25%. The projection of cash flows
used to determine the discount rate assumes that employer and employee contributions will be made
at the rates agreed upon for employees and the actuarially determined rates for employers. Based
on these assumptions, the pension plan’s fiduciary net position was projected to be available to pay
all projected future benefit payments of current active and.inactive employees. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected
benefit payment to determine the total pension liability.
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NOTE F — DEFINED BENEFIT PENSION PLAN (Continued)

Changes in the Net Pension Liability

Increase (Decrease)

Total Pension

Plan Fiduciary  Net Pension

Liability Net Position Liability
: (a) (b) (a)-(b}
Balances at 7/1/2016 $ (5,647,226) § 6,178,670 $ 531,444
Changes for the year:
Service Cost (193,517) - (193,517)
Interest {407,471) - (407,471)
Changes in Assumptions 51,952 3,412 55,364
Difference between expected and actual 89,679 - 89,679
Contribution - employer - 126,480 126,480
Contribution - employee - 55,675 55,675
Net investment income - 756,208 756,208
Benefit payments, including refunds 149,660 (149,660) -
Administrative expense - (7,923) (7,923)
Other changes - (33,209) (33,209)
Net changes (309,697) 750,983 441,286
Balances at 6/30/2017 $ (5956,923) $ 6,929,653 § 972,730

Sensitivity of the net pension liability to changes in the discount rate

The following presents the Net Pension Liability of the employer, calculated using the discount rate
of 7.25 %, as well as what the employer’s Net Pension Liability would be using a discount rate that
is 1 percentage point lower 6.25% or one percentage point higher 8.25 % than the current rate.

Current Single Discount
Rate Assumption
1.25%
972,730 $

1% Increase
8.25%
1,750,931

1% Decrease
6.25%
$ 14,981 $
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NOTE F - DEFINED BENEFIT PENSION PLAN (Continued)

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

For the year ended December 31, 2017 the emplayer recognized pension expense of $ 224,624, The
employer reported deferred outflows and inflows of resources related to pensions from the

following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences in experience $ 38422 § (161,981
Differences in assumptions 120,218 (39,024)
Excess(deficit) in investment returns 157,000 -
Contributions subsequent to the measurement date™® 64,309 -
Total $ 379,949 § (201,005)

#The amount reported as deferred outflows of resources resulting from contributions subsequent to
the measurement date will be recognized as a reduction in the Net Pension Liability for the year
ending December 31, 2018.

Amounts reported as deferred outflows and inflows of resources related to pensions will be
recognized in pension expense as follows:

Year ended:

2018 $ 87,630
2019 97,639
2020 (2,202)
2021 (66,081}
2022 (2,351)

Thereafter -
Total $ 114,635

Pavable to the Pension Plan

At December 31, 2017, the City of Aurora reported a payable of $ 10,601.13 for the outstanding
amount of contributions to the pension plan required for the year ended December 31, 2017.
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NOTE G - 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; injuries to employees; and natural disasters, The City maintains
commercial insurance coverage for property damage and various Missouri Official’s bonds.
Management believes coverage is sufficient to preclude any significant uninsured losses to the City.
In the past three years the City had no losses that exceeded commercial insurance coverage.

NOTE H - GRANTS

Intergovernmental awards received by the City are subject to audit and adjustment by the grantor
agencies, If grant revenues are received for expenditures, which are subsequently disallowed, the
City may be required to repay the revenues to the funding agencies. No disallowed costs have
resulted from this audit and management believes that further examination will not result in any
disallowed costs.

NOTE I - RELATED PARTY TRANSACTIONS

The City entered into a lease agreement on September 5, 2001, with St. John’s Health System
(SJHS). Under the terms of the agreement, STHS took over administration, management and
operation of the Hospital and leases the facilities. All cash and investments balances as of the
effective date are to be placed in a Capital Improvement Fund and remain under the control of the
Aurora Community Hospital Board. In consideration of the use and possession of the facilities,
SIHS pays the annuval sum of § 100 plus contributes $ 200,000 to the Capital Improvement Fund.
The balance in the Capital Improvement Fund may be used for capital improvements and insurance
coverage for the directors and officers of the Aurora Community Hospital Board. The agreement is
initially for five years, automatically renewable for up to nine additional five-year terms, and
provides for termination, under certain circumstances, by each party to the agreement,

NOTE J - DEPARTURE FROM ACCOUNTING PRINCIPLES

In accordance with accounting principles applied by the City using accounting principles generally
accepted in the United States of America, the lease agreement discussed in Note I is required to be
reported as an operating lease with the related capital assets recorded in the City’s financial
statements. To the extent that these leased assets are excluded from the Governmental Activities
Statement of Net Position and Statement of Activity, they are not in conformity with accounting
principles as adopted by the City of Aurora. The effect of this departure is not reasonably
determined.
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NOTE K - TRANSFER BETWEEN FUNDS

The transfers from the Transportation Fund ($ 39,577) which is included in the operational expense
and the Sewer Fund (§ 77,000) to the General Fund were for cost sharing allocations.

NOTE L — CONSTRUCTION IN PROGRESS

Construction in progress is authorized by actions of the City Council (governing body). As of the
year end the City had started on Phase II and construction in progress represents preliminary

engineering fees on the new project.

NOTE M - RESTATEMENT OF BEGINNING BALANCES

During the current year, it was determined that compensated absences were incorrectly recorded
in the Governmental Funds as a current liability. To correct this error the beginning fund

balances were adjusted as follows:

General Transportation Storm/Water
Fund Fund
Beginning Fund Balance $ 1,960,998 § 200,667 $
Adjustment {o correct error 64,406 6,240

Beginning Fund Balance
As Restated $ 2,025404 § 296,907 $

NOTE N--PRIOR YEAR DEFEASANCE OF DEBT

In prior years, the City had defeased 2011 bond issues by creating separate irrevocable trust
funds, New debt has been issued and the proceeds have been used to purchase U.S. government
securities that were placed in the trust funds. The investments and fixed earnings from the
investments are sufficient to fully service the defeased debt until the debt is called or matures.
For financial reporting purposes, the debt has been considered defeased and therefore removed as
a lability from the City’s government-wide financial statements., As of December 31, 2017, the

amount of defeased debt outstanding amounted to $ 1,890,000.
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NOTE O - FUTURE ACCOUNTING PRONOUNCEMENTS

The accounting principles governing the reported amounts, presentation and related disclosures
are subject to change from time to time based on new pronouncements and/or rules issued by
various governing bodies. The Governmental Accounting Standards Board {GASB) is
responsible for establishing generally accepted accounting principles (GAAP) for state and local
governments,

The City adopted the following statements during the year ended Pecember 31, 2017:

GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans. The objective of this Statement is to improve the usefulness of information about
postemployment benefits other than pensions (OPEB) included in the general purpose external
financial reports of state and local governmental OPEB plans for making decisions and assessing
accountability. This statement did not have a material effect on the financial statements as the
City has no OPEB plans.

GASB Statement No. 80, Blending Requirements for Certain Component Units-an amendment of
GASB Statement NO, 14, issued June 2016, was effective for the City beginning with its fiscal
year ending December 31, 2017. This Statement establishes additional blending requirement for
the financial statement presentation of component units that are organized as not-for-profit
corporation in which the primary government is the sole corporate member.

GASB Statement No. 81, Irrevocable Split-Interest Agreements, issued March 2016, was
effective for the City beginning with its fiscal year ending December 31, 2017, This Statement is
to improve accounting and financial reporting by establishing recognition and measurement
requirements for irrevocable split-interest agreements. Another objective of this Statement is to
enhance the transparency and decision-usefulness of general purpose external financial reports,
and their value for assessing accountability, by more clearly identifying resources that are
available to a government.

GASB Statement No. 82, Pension Issues-an amendment of GASB Statements No. 67, No. 68, and
No. 73 issued March 2016, was effective for the City beginning with its fiscal year ending
December 31, 2017 except for the requirement of paragraph 7 in a circumstance in which an
employer’s pension liability is measured as of a date other than the employer’s most recent fiscal
year-end. In that circumstance, the requirements of paragraph 7 are effective for that employer
in the first reporting period in which the measurement date of the pension liability is on or after
June 15, 2017. This Statement is to improve consistency in the application of pension accounting
and financial reporting requirements by addressing certain issues that have been raised with
respect to Statements No, 67, Financial Reporting for Pension Plans, No. 68 Accounting and Financial
Reporting for Pension, and No. 73, Accounting and Financial Reporting for Pensions and Related Assets
That Are Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB
Statements 67 and 68.
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NOTE O- FUTURE ACCOUNTING PRONOUNCEMENTS (Continued)

The City did not have any changes to report for the year ending December 31, 2017 upon adopting GASB
74, 80 to 82.

The Statements which might impact the City are as follows:

GASB Statement No. 75, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans. The objective of this Statement is to improve accounting and financial reporting
by state and local governments for OPEB. This Statement replaces the requirements of
Statements No. 45 and No. 57. The Statement is effective for periods beginning after June 15,
2017.

GASB Statement No. 83, Certain Asset Retirement Obligations, issued November 2016, will be
effective for the City beginning with its fiscal year ending December 31, 2019, This Statement is
to provide financial statement users with information about assets retirement obligations (AROs)
that were not addressed in GASB standards establishing uniform accounting and financial
reporting requirement for these obligations.

GASB Statement No. 84, Fiduciary Activities, issued January 2017, will be effective for the City
beginning after December 15, 2018.  This Statement is to improve guidance regarding the
identification of fiduciary activities for accounting and financial reporting purposes and how
those activities should be reported.

GASB Statement No. 85, Omnibus 2017 Activities, issued March 2017, will be effective for the
City beginning after June 15, 2017. This Statement is to address practice issues that have been
identified during implementation and application of certain GASB statements, This Statement
addresses a variety of topics including issues related to blending component units, goodwill, fair
value measurement and application, and postemployment benefits (pensions and other
postemployment benefits [OPEB].

GASB Statement No. 86, Certain Debt Extinguishment Issues, issued May 2017, will be
effective for the City beginning after June 15,2017, This Statement Is to improve consistency in
accounting and financial reporting for in-substance defeasance of debt by providing guidance for
transactions in which cash and other monetary assets acquired with only existing resources other
than the proceeds of refunding debt-are placed in an irrevocable trust for the sole purpose of
extinguishing debt, This Statement also improves accounting and financial reporting for prepaid
insurance on debt that is extinguished and notes to financial statements for debt that is defeased
in substance.

39




CITY OF AURORA, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE O- FUTURE ACCOUNTING PRONOUNCEMENTS (Continued)

GASB Statement No, 87, Leases, issued June 2017, will be effective for the City beginning after
December 25, 2019, This Statement is to better meet the information needs of financial
statement users by improving accounting and financial reporting for leases by governments, This
Statement increases the usefulness of governments® financial statements by requiring of certain
lease assets and liabilities for leases that previously were classified as operating leases and
recognized as 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. Under this Statement,
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, thereby
enhancing the relevance and consistency of information about governments’ leasing activities.

The City’s management has not yet determined the effect these statements will have on the City’s
financial statements.
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REVENUES

Property taxes
Franchise taxes

Sales taxes

Use taxes

Financial institutional tax
Fee in lieu of tax
Licenses & permits
Fines & forfeitures
User charges
Cemetery-sale of plots
Interest

Grants

Donations

Intergovernmental cost reimbursements

Sale of assets
Miscellaneous
Total Revenues

EXPENDITURES
Current:
General government
Police and courts
Fire
E-911
Cemetery care

Finance and economic development

Code enforcement
Capital outlay
Debt service:
Principal
Interest
Total Expenditures

General Fund

EXCESS (DEFICIT) OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers In
Loan proceeds
Insurance claims

NET CHANGE IN FUND BALANCE

FUND BALANCES - BEGINNING (RESTATED)
FUND BALANCES - ENDING

Budget Variance With
Original Final Actual Final Budget
$ 237873 $ 237873 & 263,154 3 25,281
859,607 859,607 868,706 9,099
1,130,000 1,130,000 1,139,338 9,338
61,050 61,050 65,444 4,394
4,580 4,580 7,138 2,558
11,646 11,646 6,552 (5,094)
28,607 28,607 35,422 6,815
114,971 114,971 128,818 13,847
52,300 52,300 32,661 (19,639)
35,000 35,000 45,950 10,950
706 706 - (706)
5,926 5,926 1,660 (4,266)
- - 5,629 5,629
35,300 35,300 35,300 -
- - 1,325 1,325
28,286 28,286 29,586 1,300
2,605,852 2,605,852 2,666,683 60,831
428,943 578,943 548,942 30,001
1,111,527 1,111,527 1,129,010 (17.483)
479,068 492,592 461,291 31,301
245,555 245,555 237,041 8,514
99,233 124,393 110,613 13,780
209,282 209,282 202,381 6,901
291,000 291,000 296,392 (5.392)
65,686 65,686 99,406 (33,720)
42,933 42,933 42,933 -
3,438 3,438 3,438 -
2,976,665 3,165,349 3,131,447 33,902
{370,813) (559,497) (464,764) (94,733)
105,000 105,000 116,577 11,577
- - 39,328 39,328
- - 21,936 21,936
$ (265813) § {(454,497) (286,923) § (21,892)
2,025,404
3 1,738,481
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REVENUES
Sales tax
Use tax
Missouri motor fuel taxes
Grants
Miscellaneous
Total Revennes

EXPENDITURES
Current:
Street
Airport
Capital Qutlay
Total Expenditures

EXCESS (DEFICTY) OF REVENUES OVER
EXPENDITURES .

OTHER FINANCING SOURCES (USES)
Transfers (Out)

NET CHANGE IN FUND BALANCE
FUND BALANCE-BEGINNING

FUND BALANCE - ENDING

Transportation Fund

Budget Variance With
Original Final Actual Final Budget
$ 565,000 3 565,000 $ 543,300 5 (700
30,000 30,000 32,722 2,722
292,000 292,000 303,618 11,618
281,820 281,820 207,641 (74,179)
2,350 2,350 10,616 8,266
1,171,170 1,171,170 1,097 897 {73,273)
692,893 692,893 576,745 116,148
11,625 11,625 9,148 2,477
313,133 313,133 230,715 82,418
1,017,651 1,017,651 816,608 201,043
$ 153,519 $ 153,519 281,289 & 127,770
(39,577)
241,712
290,667
p 532,379
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LIABILITY AND RELATED RATIOS
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2017 2016 2015

Total Pension Liability

Service costs 3 (193517  § (183,131) §  (157,649)

Interest on Total Pension Liability (407 471) (364,866) (311,206)

Changes in Benefit Terms - - (453,772)

Difference between expected and actual

experience 89,679 39,774 91,055

Changes in Assumptions 51,952 (242,364) 15,242

Benefit payments, including refunds 149,660 90,465 87,031
Net change in total pension liability (309,697) (660,122} (729,299)
Total Pension Liability-beginning (5,647,226} (4,987,104) (4,257,805)
Total Pension Liability-ending $ (5,956,923 §  (5,647,226) $ (4,987,104)
Plan Fiduciary Net Position

Contributions - employer $ 126,480 % 135,506 § 120,405

Contributions - employee 55,675 - -

Net investment income 756,208 (12,265) 115,480

Changes in assumptions 3,412 (90,465) (87,031)

Benefit payments (£49,660) “ -

Pension Plan Administrative Expense (7,923) (7,573} {8,761}

Other (Net Transfer) (33,209) (33,696} 159,669
Net change in plan fiduciary net position 750,983 (8,493) 299,762
Plan Fiduciary Net Position-beginning 6,178,670 6,187,163 5,887,401
Plan Fiduciary Net Position-ending $ 6929653 % 6,178,670 $§ 6,187,163
Net Pension (Liability)/Asset $ 972,730 % 531,444 § 1,200,059
Plan fiduciary net position as a percentage

of the total pension lability 16.33% 9.41% 24.06%
Covered-employee payroll 3 1,856,987 % 1,698,505 $ 1,658,498
WNet Pension liability as a percentage

of covered employee payroll 52.38% 31.29% 72.36%

Notes to schedule:

*Information not available as this represents the first actuarial valuation performed pursuant to GASB
Statement No. 67.

This schedule is intended to cover ten years. The City implemented GASB Statement No. 67 in fiscal
year 2014, Information for years prior to fiscal year 2014 is therefore unavailable.

43




CITY OF AURORA, MISSOURI
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Actuarially Covered
Determined  Contributionin ~ Contribution Employee Contribution as
Fiscal Year  Contribution Relation Deficiency Payroll Percentage

2008 $  9L792 $ 91,792 $ - § 1396192 6.57%
2009 102,363 102,363 - 1,047,169 6.21%
2010 135,661 108,243 27,418 1,513,980 7.15%
2011 155,309 133,727 17,582 1,630,782 8.20%
2012 142,085 135,901 6,184 1,637,458 8.30%
2013 102,773 102,530 243 1,471,447 6.97%
2014 103,217 103,218 (h 1,638,254 6.30%
2015 142,929 142,929 - 1,747,658 8.18%
2016 125,754 125,753 1 1,772,073 7.10%
2016 125,754 125,753 1 1,772,073 7.10%
2017 130,228 130,228 - 1,809,777 7.20%

NOTES TO SCHEDULE OF CONTRIBUTIONS

Valuation Date; February 29, 2016

Notes: The roll-forward of total pension ability from February 28, 2017 to
June 30, 2017 reflects expected service cost and inferest reduced
by actual benefit payments.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal and Modified Terminal Funding

Amortization Method A level percentage of payroll amortization method is used to
amortize the UAAL over a closed period of years, H the UAAL
{excluding the UAAL associated with benefit changes) is negative,
then this amount is amortized over the greater of (i} the remaining

. initial amortization peried of {ii) 15 years.

Remaining Amortization Period Multiple bases from i3 to 17 years

Asset Valuation Method 5-Year smoothed market: 20% corridor

Inflation 3.25% wage inflation; 2.50% price inflation

Salary increases 3.25% t0 6.55% including wage inflation

Investment Rate of Return 7.25%, net of investment

Retirement Age Experience-based table of rates that are specific to the type of
eligibility condition.

Mortality The healthy retiree mortality tables, for post-retirement mortality,

were the RP-2014 Healthy Annuitant mortality table for males and
females. The disabled retiree moratity tables, for post-retirement
mortality, were the RP-2014 disabied mortality 1able for males and
females. The pre-retirement mortality tables used were the RP-2014
employees mortality table for males and females.

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

Othet information: None
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CITY OF AURORA, MISSOURI
COMBINING BALANCE SHEET-
NON MAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2017

Park/Storm
UDAG Water Park
ASSETS Fund Fund Fund Total
Cash and cash equivalents $§ 6416 § 417,833 &% - ¥ 424,249
Accounts receivable-
Property taxes - : - 678 678
Sales taxes - 39,829 - 39,829
Grants - - - -
Other - - 74 74
TOTAL ASSETS $ 6416 § 457,662 $ 752 464,830
LIABILITIES
Accounts payable $ 1,046 § 1,700 § 22§ 2,768
Accrued wages - 2,228 - 2,228
Other liabilities - 318 - 318
Total Liabilities 1,046 4,246 22 5,314
DEFERRED OUTFLOW OF RESOURCES
Unavailable property tax revenue - - 587 587
FUND BALANCES
Restricted 5,370 453,416 143 458,929
Total Fund Balances 5,370 453,416 143 458,929
TOTAL LIABILITIES, DEFERRED OUTFLOW
OF RESOURCES AND FUND BALANCES $ 6416 § 457,662 $ 752§ 464,830

See the accompanying notes to the financial statements.
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COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES -
NON MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

REVENUES;
Property. taxes
Sales taxes
Park activities
Grants
Contributions
Miscellaneous
Total Revenues

EXPENDITURES:
Current;
UDAG
Park
Storm water
Capital outlay
Total Expenditures

EXCESS (DEFICIT) OF REVENUE
OVER EXPENDITURES

FUND BALANCES - BEGINNING (RESTATED)

FUND BALANCES - ENDING

See the accompanying notes to the financial statements.

Park/
UDAG Storm Water Park

Fund Fund Fund Total
$ - 3 - % 3,75 $ 3,715
- 543,274 - 543,274
- 30,980 - 30,980
- 40 - 40
- 376 - 376
- 574,670 3,715 578,385
10,406 - - 10,406
- 231,229 4,917 236,146
- 193 - 193
- 191,653 - 191,653
10,406 423,075 4917 438,398
(10,406) 151,595 (1,202) 139,987
15,776 301,821 1,345 318,942
$ 5370 § 453416 % 143 $ 458,929
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