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INDEPENDENT AUDITORS’ REPORT

To the Mayor and City Council
City of Farmington, Missouri

We have alidited the. accompanying ﬁnancial. statements of the governmental activities, the: busfiness-type
-activities; and each major fund of the City of Farmington, Missouri, as of and for the year ended September 30,
2014, and the related notes to the financial statements; which collectively comprise the City's basic financial
- statements as listed in the table of contents. SR O R

» .Man’agément’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements :in'aégérdah'gie .
with “accounting. principles generally accepted in the United States of America; this includes the desigh, -

implementation, and maintenance of internal control relevant to. the preparation and fair presentation of finaricial

statements that are free from material misstatement, whether due to fraud of error. -

Auditor’s Responsibility o - _ o .
Our responsibility is to express opinionis 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 Staridards, 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. - = R T

- An audit involves performing procedures to obtain audit evidence ‘about ‘the amounts ‘and disclosures in the -
financial statements. The procedures sélected depend on the auditor's judgmment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or srror. In making those risk

. assessments, the auditor considers internal control relevarit to the entity's preparatiofi-and fair presentatior-of the-
~financial statemeits 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 managernent, as well as evaluating the ‘overall .~

presentation of the financial statements.

We believe that the audit eviderice we have obtained is sufficient and ‘appropriate to provide a basis for our audit
opinions. : . : o - . : R Tt L
- Opinions _ L ‘ e ‘
In our-opinion, the financial statements referred to above present fairly, in all zﬁaterial_respects,‘ the ,respeCti\i'e.‘ B
financial position of the governmental "activities, the business-type activities; each major fund of the City of .
- Farmington, Missouri as of September 30, 2014, and the respective changes in financial position and, where -
applicable, cash flows thereof for the year then ended .in accordance with accounting prin'c;_ip_les._génerally_'
+ accepted in the United States of America. ' » : s ¢ -




Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information and schedule of funding progress on pages 7-25, 58—
64, and 65 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 i an appropriate operational,
economic, or historical context. We have applied certain fimited 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 consistericy 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 fo express an opinion or provide any assurarnice.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Farmington, Missouri's basic financial statements. The schedule of expenditures of federal awards is
presented. for the purpose of additional analysis as required by the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of
the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from and
relate 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 schedule of expenditures of federal awards is fairly stated, in all
material respects, in relation to the basic financial statements s a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 4, 2015, on our
consideration of the City of Farmington, Missouri's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing, and not to provide an opinion on interhal control ovar
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Governmerit Auditing Standards in considering the City of Farmington, Missouri's internal control over financial
reporting and compliance.

s Shun “Gonr

Thurman, Shinn & Company
Certified Public Accountants

Farmington, Missouri
March 4, 2015



 deficiencies i m mternal control that we consider to be material weaknesses and ssgmf cant def c;enmes

TR ~employees, in the normal course of performing their assigned functions; to. prevent, or detect and correct;.

Thurman, Shinn & Company
Certified Public Accountants |

315 North Washington v 334 North State Street, Sulte A

Farmington; MO 63640 www;thurmanshiniico.com ~ Desloge, MO 63604
Office: 573-760-9400 ‘ . - Office: 573-431-4240

Fax: 573-760-0101 - Fax: 573-431-7708

 INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON |
COMPL!ANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
S ~IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS

© To the Mayor and City Council
- City of Farmmgton Missouri

- We have audlted in accordance Wlth the auditing standards general!y accepted in the United States of Amenca i
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, the businesss
- type activities, and each major fund of the City of Farmington, Missouri, as of and for the year ended September e
30, 2014, and the related notes to the financial statements, which: collectively comprise City® of =~ - -

“Farmington, Missourl’s basic financial. statements and have issued our report thereon dated March 4 2015,
Internal Contml Over Fmanc:al Reportmg

In planning and performmg our audit of the financial statements; we conssdered Ctty of Farmmgton Missounsi,] |

.+ 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 opmmn on the effectiveness of City of Farmington; Missouii's internal control, Accordmgiy, we do s
onot express an oplmon on the effectlveness of City of Farmmgton Missouri’s internal control ’

Our consideration of internal conitral was for the limited purpose described in the precedmg paragraph and was .
not desxgned 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:
However, as described in the accompanymg schedule of findings and. questioned costs, we idenm" ed cer’(am E

A deff iciency in internal controf ex:sts when the design of operatuon of a contro! does not allow management or "

. _misstatements on a timely basis. A material weakness is a deficiency, or & combinatior of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity 5 F nanc;al statements‘ L
will nof be prevented,.or detected and corrected on a timely basis. . o

- A significant deficiency is a deficiency, or a combmatlon of deficiencies, in internal contml thatis less severe than

© & material weakness, yet important enough to merit attention by those charged with governance. . We did aot-
identify any: deficiencies in internal control over financial reporting that we consider to be material weaknesses, as -

- defined in the paragraph above. However, we consider the deficiency descnbed m the. accompany schedu!e of

i indings and questioned costs to be significant deficiency, 2014-1.-
Gomphance and Other Matters

‘As part of obtaining reasonable assurance about whether City Farmington, stsouns finaricial 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-\ e -
- -, determination of financial statement amounts. However, provudmg 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 ourtests .

disclosed no instances of noncomphance or other matters. that are requnred to be reported under Govemment :
B Audltmg Standards . B _




City of Farmington, Missour’’s Response to Findings

The City of Farmington, Missouri’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The City of Farmington, Missouri's response was not
stibjected 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.

C/X lﬂ//ﬂ gh‘/‘va CL‘M‘)@

Thurman, Shinn & Company
Certified Public Accountarits
Farmington, Missouri

March 4, 2015
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Mayor _an'd City Council
City of Farmington, Missouri
Report on Compi;ance for Each Major Federal Program.

We have audtted the City of Farmingtoh, Missouri's ¢ompliance wnth the types of comphance requsrements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on
gach of the - City of Farmmgton Missouri’s major federal programs for the year ended September 30, 2014, City
of Farmington, Missouri's major federal programs are identified in the summary of audttors results. sect;on of the,
accompanying schedule of findirgs and questionéd costs .

Management s Responsibility

Management is responsible for compliance with the requirements of Iaws regulataons contracts and grants L
applicable to its federal programs.

- Auditor’s Responszbdity

Our responsxbmty i5:to express an opinion on compliance for each of the Cxty of Farmmgton MlSSOLtﬂS major -
federal programs based on our audit of the types of compliance requirements referred to above. We conducted.
- gur audit of compliance in accordance with auditing standards generally accepted in the United States of America; -
' the standards applicable to financial audits . contained in: Government Auditing ‘Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and -

Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the auditto - |

- obtain reasonable assurance about whether noncomphance with the types. of compliance requirements referred to o

above that cou!d have a dlrect and matena! eﬁect on a major federal program occurred An audnt mciudes. s

' - program Hnwever our audit- does- not provrde a lega! determmatxon of the C;ty of Farmmgt
- compliance; -

Opmion on Each Ma;or Federal Program

In our opinion, the Olty of Farmington, Missouri complied, in all material respects thh the types of comphance o
.- requirements referred to above that could have a direct and material effect on eac.h of its major federa! programs o
© . for the year énded September 30, 2014. e

Report on !nternal Control Over Comphance _ -
Management of the City of Farmington, Missouri is responsible for estabhshmg and mamtammg effective internal

i ~ control over compliance with the types.of compliance reqmrements referred to above. In planning and performing =

our audit of compliance, we considered the City of Farm;ngton Missouri's internal control over compliance with

the types of requirements that could have a direct and material effect on each major federal program to determine - ;

~ the auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion.on -
_compliance for each major federal program and fo test and report on internal control over compliance in’ -
> accordance with OMB Circular A-133, but not for the purpose of expressmg an opinion on the effectiveness:of =
~internal control over compliance. Accordingly, we do not express an.opinion on the: eﬁectlveness of the »Clt
Farmmgton M;ssoun s mtemal control over compllance '




A deficiency in internal controf over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness i internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance with a type of compliance requirement of a federal program that is less severe

than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governarice.,

Our consideration of internal control over compliance was for the limited purpase described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknéesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Cﬂ i @WN “@W

Thurman, Shinn & Company
Certified Public Accountants

Farmington; Missouri
March 4, 2015




MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Farmington, we offer réaders of the City's financial statements this narrative overview
and analysis of the financial activities for the fiscal year ended September 30, 2014. We encourage readers to review
the information presented here in conjunction with additional information that we have furnished in the City’s financial
statements, which follow this narrative.

FINANCIAL HIGHLIGHTS

»  The City of Farmington had a positive net position at the close of the fiscal year in the amount of $81,740,977
{net position = assets + deferred outflows - liabilities - deferred inflows).

» The government’s total change in net position due to activities duting the fiscal year is an increase of
$3,430,750. This increase is representative of a $2,961,716 increase in governmental activities and a $469,034
increase in position in business-type activities,

s As of the close of the fiscal year, the City of Farmington's governmental funds reported combined ending fund
balances of $13,283,484 with a net increase of $8,444,965.in fund balance. A large portion of this iricrease is
due 1o capital projects lease proceeds which have not yet been spent on capital projects. With the lease
proceeds removed, the het change ih governmental fund balances is an increase of 3267,711.

« Of the governmental fund balances, $2,641,271 is available for spending at the government’s discretion
({unassigned, assigned, and committed fund balances). This is up fram $2,277,750 the prior year. Of the
$2,641,271, only $2,478,614 is considered unassighed. The remaining $162,657 is committed or assigned by
City Council and management.

» At the end of the fiscal year, the governmental funds.full unresérved balance of $2,478,614 was held in the
General Fund. This amounts to approximately 36% of General Fund operating expenditures for the fiscal year
{capital outlay and debt service principal not included).

¢ The City of Farmington’s total debt increased by $6,602,261 (45%) during the fiscal year, This increase was the
effect of a reduction in principal in current amounts due and two new borrowings comipleted during the year.
The first new borrowing was a capital lease in the amount of $815,761 for the purchase of a fire pumper truck.
The second borrowing consisted of certificates of participation in the amount of $8,650,000 for the
construction of a new municipal library, rehovations to the current. police station, and improvements and
expansion of the water park. )

» The payment in lieu of taxes from the electric, water, and sewer departments was set at 5% resulting in a total
payment amount of 51,342,382, It is important to note that this 5% is imposed pursuant to the guidance
provided by the Missouti State Auditor in an audit report delivered ini 2006 referericing payments in lieu of
taxes and payments for administrative services provided to the electric utility by the general fund assets and
resources and was Upheld by an opinion of the Missouri Supreme Court issued May 2011.

s Financial grants and contributions saw a substantial increase over the prior fiscal year resulting in total grants
and contributions of $2,043,235 in comparison to $875,068. The increase is due to an increase in the amount
of transportation furids received for land acquisition and avigation easements at the airport.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to Serve as an introduction to the City of Farmington’s basic financial
statements, The City’s basic financial statements consist of three components: 1) government-wide  financial
statements, 2) fund financial statements, and 3) notes to the financial statements {see Figure 1). The basic financial
stateriients present two different views of the City through the use of government-wide statements and fund financial
statements. In addition to the basic financial statements, this report cortains other supplemental information that will

7




Management Discussion and Analysis
City of Farmington

enhance the reader’s understanding of the financial condition of the City of Farmington.

Required Components of the Annual Financial Report

Figure 1
[ . . N ]
Management’s Basic
Discussion and Analysis Financial
: Statemnents
I
| ' ’ N _
Government-wide Fund Notes [to the
Financial : Financial Financial Statements
Statements Statements

Summary

L

Detail

Basic Financial Statements

T'he'_ first statements in the basic financial statements are the Government-widé Financial Statements. They provide
both short and long-term information about the City's financial status. The government wide financial statements can
be found on pages 26 to 27,

The next statements are Fund Financial Staterents. These statements focus on the activities of the individual parts of
the City’s government. These statements provide more detail than the government-wide. statements. The Fund
Financial Statements include the governmental activities financial statements and the proprietary activities statements,
The funid financial statements can be found on pages 28 to 33.

The next section of the basic financial statements is the Notes. The notes to thé financia!l statements explain in detail
sorne of the data contained in those statements. After the notes; Supplemental Information is provided to show
details about the budget to actual comparisons for the governmental funds, along with pension and other information. -
The Notes can be found ori pages 34 to 57 with the Required Supplemental Information on pages 58 to 65.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the City’s
finances, similar in format to a financial statément of a private-sector business. The government-wide statements
are presented on a full accrual basis and provide short and long-term information about the City’s financial status as
a whole.

There are two government-wide statements included in the basic financial statements: the Statement of Net
Position and the Statement of Activities. The Statement of Net Position presents all the assets, deferred outflows,
fiabilities, and deferred inflows of the City, the net of which is the City’s net position. An evaluation of the measure
of net position is one way to gauge the City’s financial position and determine if it is. improving or deteriorating. The
Statement of Activities presents information showing how the City’s net position changed during the most recent
fiscal year.

Each of the government-wide statements is divided into two categories: Governmental Activities and-Business-Type
Activities. The Governmerital Activities include most of the City's basic services such as public safety, library, parks
and recreation, and general administration. These activities are financed primatily through taxes and the general
revenue of the City. The Business-Type Activities are those activities that the City intends to recover all, or a
significant portion, of theif rosts through user fees and charges to customers. These include the airport; civic.
center, water park and senior center; water and electric services; and sewer services offered by the City of
Farmington,

Fund Findncial Statements




Management Discussion and Analysis
City of Farmington

The fund financial statements provide a more detailed look at the City’s most significant activities. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The City of Farmington, like all other governmental entities in Missouri, uses fund
accounting to ensure and reflect compliance {or non-compliance) with finance-related legal requirements, such as
the State of Missouri Revised Statutes or the City’s budget ordinance. All of the funds of the City of Farmington can
be divided into two categories: governmental funds and proprietary funds.

*  Governmental Furids — Governmental funds are used to account for those functions reported as governmental
activities in the government-wide financial statements. Most of the City’s basic services are accounted for in
governmental furids. These funds focus on how assets can readily be converted into cash flow in and out, and
what monies are left at year-end that will be available for spending in the next yedr. Governmental fund
finaticial statements are reported using an accounting method called modified accrual accounting which
provides a near-term spending focus. As a result; the governmental fund financial statements give the reader a
detailed short-term view that helps him or her determine if there are more or less financial rescurces available

" to finarice the City’s programs. Capital assets and other long:term assets.and liabilities are not included in the
governmental fuhd financial statements. The relationship between government activities {reported in the
Staterrient of Net Position and the Statement of Activities) and governimental funds {réported in the
governmerital funds’ balance sheet and statement of revenues, expenditures and change in fund balances) is
described in a reconciliation that is a patt of the fund financial statemients. Revenues are recognizéd when they
are both measurable and available and expenses for the fiscal year are reported when incurred, Debt service
payments aré reported as expenditures in‘the year due. Therefore, some revenues will result in cash flows in
future fiscal years, and sorie expenses will result in cash outlays in future fiscal years.

e Proprietary Funds — The City of Farmington utilizes Enterprise Funds to report the fuhctions presented as
business-type activities ih the govérnment-wide financial statements, Accounted for under proprietary funds
are the airport, civic complex (civic center, water park, Centene Center, and senior center), utility {electric and
water), and sewer activities, These funds are the same as those functions shown in the business-type activities
in the Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Fund Net Position.
The enterprise funds are reported using a full accrual basis. All revenues and expenses for the fiscal year are
reported when earned and incurred regardless of when cash is raceived or paid. Grants and similar items aré
recognized as revenue as soon as eligibility requirements imposed: by the provider have been met. Therefors,
‘some revenues will result in cash flows in future fiscal years, and some expenses will resultin cash outlays in
future fiscal years.

Notes to the Financigl Statements :
The notes provide additional information that is eéssential to a full understanding of the data provided in the
government-wide and fund financial statements,

Other Information

In addition to the basic financial statements and accompanying hotes, this report includes certain required
supplementary information which contains budget to actual comparison schedules for all.of the City's governmental
funds.

The City of Farmingtoh adopts an anhual budget for its General Fund, as required by the State of Missouri Revised
Statutes. The budget is a legally adopted document that incorporates input from the citizens of the City, the
management of the City, and the decisions of the City Council about which services to provide and how to pay for
them. It also authorizes the City to obtain funds from identified sources to financé these current period activitles.
The budgetary statement provided for the General Fund demonstrates how well the City complied with the budget
ordinance and whether or not the City succeeded in providing the services as planned when the budget was
adopted. The budgetary comparison statement uses the budgetary basis of accounting and is presented using the
same format, language, and classifications as the legal budget document. The statement shows four columns: 1)
the original budget as adopted by the City Council; 2) the final budget as amended by the City Council; 3) the actual
resources, charges to appropriations, and ending balances; and 43 the difference or variance between the final.
budget and the actual resoiircés and charges. ‘
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following table reflects a condensed comparative statement of net pasition for September 30, 2014 and 2013,

City of Farmington’s Statement of Net Position

Figure 2
Governmental Business-Type
Activities Activities Total

2014 2013 2014 2013 2014 : 2013 _
Cuirent Assets $ 4528717 S 3,854,973 $ 10,375,075 § 11,690,405 $ 14,903,792 § 15545378
Other Assets 9,316,451 1,885,964 2,991,557 3,597,563 12,308,008 5,483,527
Capital assets (Net] 30,083,991 27,036,132 49,693,312 48,999,520 79,782,303 76,035,652
Total assets ... 43,929,158 32,777,069 63,064,944 64,287,488 106 994, 103,_ 97,064,557
Deferred Outflows 815,761 0 0 0 815 761 - 0
Current liabilities 2,591,041 1,834,080 3,773,055 4,705,935 6,364,096 6,540,025
‘Long-term liabilities 11,839,586 3,608,051 7,839,959; 8,596,622 . 19,679,545 12,204,673
Total liabilities . 14,430,627 5442141 11,613,014 13,302,557 26,043,641 18,744,698
Deferred Inflows 20,061 2,412 5’,185 . 7,220 25,246 . 9,632

Nét Position:
Netinvestmentin capital asset 25,305,484 22,612,048 43,143,312 40,728,604 68,448,796 63,340,652
Restricted 2,464,959 2,560,769 2,986,557 1,863,504 5,451,516 4,424,273
Unrestricted 2,523,789 2,159,699 5,316,876 8,385,603 7,840,665 10,545,302
Total net position $ 30,294,232 § 27,332,516 § 51,446,745 $ 50,977,711 5. 81,740,877 S 78,310,227

As noted-earlier, net assets may serve over time as one useful indicator of a government’s financial condition. A review
of the government-wide statément of net position reveals the following:

=

At September 30, 2014, the assets and deferred outflows of the City of Farmington exceeded the liabilities
and deferred inflows by $81,740,977. This equates to a 4%, or $3,430,750, increase in niet position as
compared to September 30, 2013. This increase consisted of $2,961,716 (86%) from governmental activities,
and $469,034 {14%) from business-type activities. The increase in the governmental activities is driven
primarily by an increase in the net investment ini capital assets.

Comparatively, the City’s net investment ih capital assets is approximately 84% of the total net position. The
City of Farmington uses these capital assets to provide services to citizens; consequently, these assets are
not available for future spending. Although the City of Farmington’s investment in its capital assets is
reported net of the outstanding related debt less project funds unspent as of September 30, the resources
needed to repay that debt must be provided by other sources, since the capital assets cannot be used to
liquidate these liabilities.

Investment in capital assets {e.g. land, buildings, machinery, and equipment) less any related debt still
outstanding increased by $5,108,144. The City's governmental activities increase in net investment in capital
assets of $2,693,436 is primarily driven by the completion of an extensive amount of infrastructure work in
the form of streets, curbs, gutters, sidewalks and storm water systems totaling $1,546,697, as well as the
purchase of new vehicles, improvements to existing facilities, and work completed toward the construction
of the new library and police station renovations. The proprietary funds realized an increase of $2,414,708.

This increase is primarily due to land acquisition and avigation easements adjacent to the airport, placenient
of underground utilities on West Liberty Street, rehabilitation of a water storage tank, construction of a new’
well, and improvernents to the waste water system.

An additional portion of the City's net position $5,451,516,.0r 6.7%, represents resources that are subject to.
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external restrictions on how they may be used.

s The remaining balance of 57,840,665 is unrestricted. The amount of unrestricted net position in relation to
total net position is 9.6% compared to 13.5% in the prior year. Of the unrestricted net position,

approximately 32% is attributable to governmental type activities and 68% is attributable to business type
activities.

Figure 3 shown below reflects theé revenues and expenses for the City's activities for the years ended September 30,
2014 and September 30, 2013.

City of Farmington’s Statement of Activities

Figure 3
Governmental Activities Business Type Activities Total
2014 2013 . 2014 . .. 2Di3 2014 2013
Revenues:
Prograim revenues:
Charges for goods and seivices $ 216,850 & 183,789 3§ g s 0 5 216850 § 183,789
Electric Charges 0 0 21,667,212 19,015,989 21,667,212 19,016,989
Water Charges 0 0 3,108,559 4,393,815 3,108,559 4,393,816
Sewer Charges 0 0 2;325,680 2,042,085 2,325,890 2,032,085
Airport Charges 0 o 406,996 336,805 406,996 336,805
Civic Complex ) 0 1,448,002 1,358,759 1,448,002 1,356,759
-Operating grants and contributions 213,085 183,470 227,550 238,182 440,645 421,662
Capital grants and contributions 403,737 36,842 1,198,853 416,564 1,602,590 453,406
General revenues:
Sales taxes ;911,600 6,508,385 0 0 6,911,600 6,508,385
Property taxes 829,008 830,591 ] 0 829,008 830,581
Motor Fuel & Vehicle Tax 609,567 588,398 0 0 609,567 588,398
Gross Receipts Tax '570;632 517,242 0 0 570,932 517,242
Transient Guest Tax 233,046 203,047 0 0 233,046 203,047 |
Other taxes 173,115 165,918 0 0 173,115 165,919
Tax increment Finance Proceeds 544,003 538,110 0 0 544,003 539,110 i
Munitcipal Court Fings & Fees’ 424,132 511,863 0 g 424,132 511,863
interest Incomie 75,154 74,409 129,518 106,116 204,672 180,525
Administrative Pilot Payment. 1,342,382 1,270,171 o 0 1,342,382 1,270,171
hsurance Proceeds 58,453 0 13,097 75,069 71,550 75,069
Othigf incomé 41,623 ? 0 0 41,623 0
Gain/{Loss) on Disposal of Assets 7,000 18,243 0 o 7,000 18,243
Special or Extraorditiary ltams , 304,000 b . o0 __304ap00 0
Total reveiiues 12,957,697 11,631,479 30,525,477 27,972,495 43,483,174 39,603,974
Experises:
General government 1,848,714 1,847,731 0 o 1,849,714 1,847,731
Public safety 3,650,799 3,562,420 0 a 3,650,798 3,562,420
Streets and Publit Works 2,536,760 2,299,111 0 0 2,536,760 2,299,111
Culturaland recreatian 1,128,451 1,029,140 ¢} 0 1,128,451 1,029,140
Electric 0 0 21,892,881 20,375,779 21,892,881 20,375,779
Water 0 o 3,414,936 2,787,972 3,414,936 2,787,972
Sewer 0] 0 2,511,483 2,559,200 2,511,483 2,559,200
Airport 0 0 706,066 677,158 706,066 677,158
Civic Commplex 0 0 2,361,334 . 2,159,894 2,361,334 . 2,159,894
Total expenises 9,165,724, . 8,738,402 30,886,700  2B.560,003 40,052,424 37,298,405
Change in net position before transfers 3,791,973 2,893,077 {361,223) {587,508) 3,430,750 2,305,569
Transfers {830,257} (1,403,392 830,257, 1,403,392 0 0
Change in net pasition 2,961,716 1,489,685 469,034 815,884 3,430,‘750' 2,305,569
Net Position, September 30 . 27,332,516 25,842,831 50,877,711 50,181,827 78,310,227 76,004,658
Restated Net Position, October 1 27,332,516 25,842,831 50,977,711 50,161,827 78,310,227 75,004,658
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A review of the statement of activities reflects the following government-wide changes. These changes will be
discussed in more detail in each respective section of the activity types.

Total revenues increased 9.8%, or $3,879,200. This increase is largely due to an increase in business-type
activities revenue.

Program revenues net of grants and contributions iricreased $1,852,966 for 2014. This increase is split
between both the governmental activities and business-type activities, with the majority of the increase found
in business-type activities,

General revenues net of gain or loss on assets, insurance proceeds, and special items realized an overall
increase of $568,829, or 5.0%, which is due to an increase in governmental activities, largely related to sales
tax revenue increases.

Overall expenses increased a total of $2,754,019 or 7.4%. Goveriimental activities accounted for a $427,322
increase ini expenses while business-type activities had a $2,326,697 increase.

Governmental Activities -

Governmental activities increased the City’s net position by $3,791,973 before transfers. Key elements of this change
are as follows:

Revenue

Sales. tax revenues increased by $403,215. This represents a 6.2% increase gver the prior year. The City’s
general sales tax had remained stable during the last couple of years, but the City anticipates slight increases
to continue as the economy grows.

Other tax revenue changes for the City included:
~  AD.2% decrease in. property taxes, $(1,583)
—  A3.6% increase in motor fuel and vehicle taxes, $21,169
~ A 10.4% increase in gross receiptstaxes; 553,690
— A 14.8% increase in transient guest tax receipts, $29,999
=  A4.3%increase in other taxes combined, 7,186

Administrative pilot payments increased by $72,211 or 5.7% over the prior year. The pilot payments represent
monies paid by the Utility and Sewer Finds to the Geéneral Fund in liey 6f 4 gross receipts tax. The payments
made tepresent 5% of defined revenue of the Utility and Sewer Funds. Both eleciric and sewer rates were
increased dufing the fiscal year resulting if ah incPease in revenuse and therefore an incréase in the payments
to the General Fund, )

* Operating contributions and grants increased by $29,625 or 16.1% over the prior year. Operating grants wefe

received in the public safety area in the amount of $132,534 for the Mineral Area Drug Task Force, $5,113 for
driving while intoxicated and hazardous moving vehicle enforcement efforts, and $56,563 from the
Farmington R-7 School District as a cost-sharing contribution in support of the school resource officer
program. Culture and recteation programs received contributions in the amount of $18,885 for operation of
the library and bike hostel from a combination of state aide and donations by individuals. This resulted in
operating grants and contributions in the governmental activities totaling $213,095.

The streets and public works received capital grants in the amount of $186,242 from Missourj Department of
Transportation to be used toward a sidewalk project. .

A $217,495 capital cost-sharing contribution was received in the culture and récreation program area from the
Farmington R-7 School District for the construction of new tennis courts located adjacent to Englef Park.
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Figures 4 and 5 provide a prior year comparison of the revenues by category for the City of Farmington governmental
activities.

Tax Revenues
Figure 4
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Expenses
s  Overall, there was an increase of $249,441 or 3.3% in governmental activities operating expenses {debt service
principal and or capital outlay not included). Changes consisted of:

— A 7.0%; or $118,685, increase was seen in general government expenses. An jncrease in contract
payments to the Farmington Tourism Bureau of $30,034 correlates to an increase in the Transient
Guest tax revenue. The balance of the increase is split between General Fund administrative
expenses which included the addition of a new contract with the Farmington Industrial Development
Authority for economic development services and the Special Allocation Fund which included a one-
time disbursement to outside taxing entities of monies declared surplus in the Highway 67 Tax
increment Finance District.

= A 2.8%, of $B0,450; increase in public safety expenses primarily due to increases in personnel related
costs in the Police and Fire Departments.

— A 5.3%, or $38,951, increase in streets and public works primarily due to a significant increase in
snow and ice control materials due to the harsh winter and an increase in traffic control material
COSLS,

— A 1.2%, or $11,355, increase in culture and recreation expenses primarily due to a generalized
intrease in pérsarnngl and operating costs.

»  Personnel related expenses as a whole for the governmental ‘activities saw. an increase of $93,481, or 1.9%.
This increase was largely driven by the adoption of a new pay plan for the City. The City periodically reviews
the pay plan in place in comparison to market rates and adjusts the plan accordingly to ensure that the City's
pay-rates are staying compaetitive with the market.

e Governmental activities as a whole experienced a 7.5% or 515,728 decrease in gas and oil expenses. The prior
year, governmental activities had experienced a 14.6% increase in costs in this area. This increase had been a
combination of ah increase In the usage of equipment related 1o the substantial infrastructure projects
completed and an increase in gas costs. The decrease for the year ended September 30, 2014, was the result
of a decredse in both the number of gallons used and the cost per gallon for the year.

(FY2014 $4,109,628; FY2013 52,569,053; FY2012 $1,156,581). An overview of the projects will be discussed in.
-more detail in the capital-assets portion of this discussion.and analysis.

Figure 6 provides a prior year comparison of the furictional expenses for the City of Farmington governimental
activities exclusive of debt service and capital outlays,

Expenses by Function
Figure
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Business-Type Activities

Business-type activities decreased the City of Farmington’s net position by $361,223 before transfers. Key elements of
this change are as follows:

» Anetloss in the Civic Complex Fund of $685,426, of which, $423,953 is related to depreciation. The balance
of the lost is related to increased personnel costs and increased costs of maintenance to the facilities.

s A net gain in the Airport Fund of $912,949, before transfers primarily due to support from the Missouri
Department of Transportation in the form of grant funds for capita! outlay related land and avigation
easement acquisitions.

s A net loss in the Utility Fund of $517,365 before transfers which is primarily related to the depreciation of
capital assets. Depreciation not included, the Electric Departiment had & niet gain of $226g819 and the Water
Department had a net gain of $200,123.

s Anetlossin the Sewer Fund of $71,381 before transfers is primarily due to depreciation expense,

FINANCIAL ANALYSIS OF THE CITY’S INDIVIDUAL FUNDS

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

Governmental Funds

The focus of the City of Farmingtor’s governmental funds is to provide information on neat-terin inflows, outflows, and
balances of usable resources. Such information is useful in assessing the City's financing requirements, specifically
unassigned fund balance, which ¢an be a Uséful ineasure of a governinent’s net rescurces available for spending at the
end of the fiscal year:

General Fund

The General Fund is the chief bperating fund of the City. As of Septémber 30, 2014, the General Fund had a
balance of $3,490,785, of which $2,478,614 is unassigned. ‘As a financial hanagement indicator, it is important to
compare unassigned fund balance to total fund expenditures as a general measure of fund liguidity and for
adherence to minimum reserve levels as set in the financial policy approved by the City Council. The unassigned
fund balance represents approximately 31% of total General Fund expenditures {¢capital and debt included) which
is well above the minirum balance of 13% set in the financial policy and the 17% target operating reserve
established in the FY2014 budget.

Debt Service Fund

The Debt Service Fund is used to actourit for the accumulation of resources for, and the payment of, long-term
debt priricipal and interest. The balance of the Debt Service Fund at September 30, 2014 is $32,500, of which the
full balance is in prepaids. No minimum balance policy exists for this fund.

Capital Projects Fund.

The Capital Projects Fund is used to account for resources designated to and expenses related to the acquisition of
major capital assets or facilities. The balance of the Capital Projects Fund at September 30; 2014 is $8,537,017. This
balance is significantly increased from the prior year because of issuance of certificates of participation for the
conistruction of a new municipal library, improvements to the police station, and expansion of and improvemerits
to the water park. The fund balance consists of: $103,341 restricted for debt service and $8,433,676 restricted for
capital projects. No minimum balance policy exists for this fund.

Special Allocation Fund _
The Special Allocation Fund is used by the City to account for tax revenues received from tax increment financing
districts. The City currently has two distinct districts accounted for in this fund. The fund balance at September 30,
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2014 is $825,771, of this balance $741,999 is restricted for the Karsch-Downtown TIF District and $83,772 is
restricted for the Highway 67 TIF District. No minimum balance policy exists for this fund.

Transient Guest Tax Fund

The Transient Guest Tax Fund is used by the city to account for those tax revenues received from the transient tax
charged oh hotel/motel guests. The City contracts with the Farmington Tourism Bureau to provide marketing and
promotion of the City with the funds generated by the transient guest tax. At September 30, 2014, the balance of
the Transient Guest Tax Fund is 50. No minimum balance policy exists for this fund.

Proprietary Funds :

The City of Farmington’s proprietary fund financial statements provide the same type. of information found in the
government-wide statements, but in more detail. The total het position of the proprietary funds-at September 30,
2014 is $51,446,745. The unrestricted portion of the total net position equaled $6,785,940, a 19% decrease from
September 30; 2013,

Alrport Fund

The Airport Fund accounts for the activities of the Farmington Regional Airport: These activities include fuel sales,
property and hangar rentals, personnel and operating expenses, and capital expansion. The airport offers a self-
service fueling station, fuel truck service; pilot’s Jounge with showers, and complimentary vehicles for in-town use.
The fund net position at September 30, 2014 is $8,050,895. The amount that is unrestricted is $121,411. This
equates to 17% of operating expenses compared to 20% at September 30, 2013,

Utility Fund
The Utility Fund accounts for the activities of the electric utility and water utility. The Utility Fund total net position

at September 30, 2014 is $18,615,629. Of this amount, $6,231,979 is unrestricted, a $1,490,030 or 19% decrease
over the prior year. The unrestricted amount equals 24.5% of operating expenditures {capital outlay and debt
principal payments not included) compared to 33.5% at September 30, 2013.

Sewer Fund

The Sewer Fund accounts for the activities of the sewer utility; Sewer rates are set 1o cover the cost of operations;
debt, and capital improvements. Sewer Fund total net position at September 30, 2014 is $14,179,787. There is no
unrestricted net position in the Sewer Fund. All revenues generated are restricted for sewer use. Of the total net
position, $1,050,851 is held in restricted net position in comparison to $950,922 the prior year.

Civic Complex Fund

The Civic Complex Fund, which tonsists of the Civic Center, Centene Center, Water Park, and Senior Center; has 2
total net position of $10,600,434 at September 30, 2014, of which $432,550 is uprestricted. This.equatesto 18%
of operating expenses in comparison to 25% at September 30, 2013,

BUDGETARY HIGHLIGHTS

During the fiscal year, the City revised the budget on four occasions. Generally, budget amendments fall into one of
three categories: 1) amendments made to adjust the estimates that are used to prepare the original budget ordinance
orice exact information is available; 2} amendments made to recognize new funding amounts from external sources;
such as Federal and State grants; and 3) increases in appropriations that become necessary to maintain services.

The budget amendments major components and respective purposes included:

e General Fund addition in the culture and recreation area of $230,000 in capital contributions -from Farmington
R7 School District for cost=sharing on the construction of new tennis courts adjacent to Engler Park,
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o Addition of $460,000 in culture and recreation related capital outlay in the General Fund for the construction
of the above mentioned tennis courts,

s Increase in administration capital outlay in the General Fund of $125,000 for additional monies needed to
complete the City Hall basement remodel, as well as a corresponding transfer from the Special Allocation Fund
to the General Fund to cover the increased costs,

e Decrease in the General Fund public safety program area revenues and expenses of $40,000 to adjust to the
Mineral Area Drug Task Force grant amounts,

¢ An addition of public safety program revenue in the General Fund in the amount of $815,800 for lease
proceeds related to a capital lease for the purchase of @ new Pumper Fire Truck, along with an additional
$24,000 in lease discounts,

+ Addition to the General Fund of $840,000 in public safety programs capital expenses for the purchase of the
above mentioned Fire Truck.

&  Reduction i the General Fund public safety programs revenue {$190,000) and expenses {$200,000) to remove
a Fire Act Grant that the City had applied for, but was not awarded,

« Removal of General Fund streets and public works program capital in the amourit of $30,000 due to the
decision ta hot purchase a front-end loader,

« Addition in the General Fund streets and public works program. area.of $24,000 for overtirrie costs related to
snow removal due to a harsh winter,

e Increase in General Fund streets and public works program area revenue of $j45,000 -and the culture and
recreation area of $15,000 to account for increases In permit fees, ‘street cut fees, storm water detention
impact fees, and green space fees due to additiorial development,

e increase in General Fund streets and public works program area revenue of $20,000 in motor vehicle taxes to
adjust to the revenue being realized at the time of the amendment,

s Addition of $30,000 in General Fund culture and recreation capital costs for the construction of dock with walk
at Giessing Lake,

» Removal of Genheral Fund streets and public works program area grant révente {810,500} and capital expenses
{%$14,000) which had been slated for an upgrade to the recycling center,

s Transfer adjustments between the General Fund, Capital Projects Fund, Storm Water and Parks Tax Fund,
Transportation Tax Fund and Special Allocation Fund to account for tax increment transfers of accrued taxesto
the Special Allocation Fund and any hecessary return transfers to the originating fund for capital projecis
contained within the TIF Districts,

»  Adjustments to the General Fund administrative pilots due from the Utility Fund and Sewer Fund based on
adjustments to the revenue in the respective funds,

e An increase in the Special Allocation Fund PILOTs revenue and expenses to adjust to actual property tex
PILOTs received,

e Increase in Storm Water and Parks capital expenses of $98,000 to adjust to anticipated project casts at the
time of the armendments,

» Increase in Transportation Fund capital expenses of $84,200 to adjust to anticipated project costs at the time
of the amendments,

» Increase in Transportation Fund grant revenue of $11,500 to adjust to anticipated grant eligible
reimbursements for work to be completed by September 30,

s Increase in capital sales tax revenue of 51,085,000 in the Capital Projects Fund to account for the extension of
the capital sales tax passed by voters,

s Addition of Capital Projects Fund lease proceeds in the damount of $8,650,000 to account for the issuance of
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certificates of participation in relation to the sales tax extension and related capital projects,
¢ Addition of Capital Projects Fund costs related to the issugnce of debt in the amount of §75,000,

s Addition of $9,157,500 in capital projects in the Capital Projects Fund to be completed with money from the
sales tax extension and certificates of participation proceeds;

s Addition of $103,500 in Debt Service Fund interest expense related to the aforementioned certificates of
participation, as well as a cofresponding transfer from the Capital Projects Fund tax revenue to the Debt
Service Fund to make the payment,

& Addition of $32,500 street and drainage improvement capital expenses in the Capital Projects Fund for a cost
carry-over from the prior year,

¢ Civic Complex Fund increase in building repair costs of $57,500 to cover additional costs due to HVAC system
repairs, ceiling and soffit repairs at the Céntene Center, and the purchase of a forty foot container for storage,

&  Anadditional $85,000 transfer to the Civic Complex Furid from the Gerieral Fund as a subsidy of the operations
to help fund the reservés at policy levels;

+ Addition to the Airport Fund of $75,000 in fuel sales revenue and $45,000 in fuel costs related to an increase
in the number of gallons being sold,

s An increase in the Airport Fund reverue (523,000) and expenses ($31,000) related to the closing of the
underground fuel tanks at the airport in prior,

e Additional $17,500 in Airport Fund building repair and maintenance. costs for installation of a gate and
purchase of a forty foot container for storags,

s Anincrease in the Utility Fund electric revenues of $900,000 to accourit for rate iricreasé and the adoption of a
power rate adjustmeént clause to.offset additional purchase power costs in excess of the budgeted all-in costs,

&  Anincrease in the Utility Fund purchase power costs of $1,200,000 to account for additional purchase power
costs in excess of the anticipated all-in costs at the time of the initial budget, '

» Areduction of the capital costs in the Utility Fund electfic capital expenses due to delaying the installation of
street lights at Westmount and Maple Valley,

§  Adecrease in the Utility Fund water revenues of $54,000 due 16 & mild sumimer and décreaséd usage;
# Aninecrease in the Utility Fund water expenses of $36,000 for the power costs to run the water system,
& Anincrease in the Utility Fund water expenses of $15,000 for the repair of punips for the water system,

#  An increase in the Utility Fund intergovernmental revenite of $38,000 to adjust for operating costs based on
‘actual usage,

s Anincrease in the Utility Fund intergovernmental expenses of $211,000 for a carry-over from the prior year of
equipment costs related to the Farmington Correctional Center agreement ,

&  Anincrease in the Sewer Fund revenues of $48,000 based on the actuals being realized with the rate increase
instituted ih October 2013;

» An increase in the Sewer Fund persohnel costs of $27,000 to adjust for retireméent accried compensation
payouts,

o Anincrease in the Sewer Fund expenses of $40,000 for the power coststo run the water system,
e Anincrease in the Sewer Fund expenses related to the testing of sludge for metals of $25,000,
«  AS$17,500 increase in the Sewer Fund expenses for additional costs related to system maintenance, -

e Anincrease to the Sewer Fund contract expenses of $38,000 for costs related to hauling sludge that could not
be land applied to a landfill,
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s A Sewer Fund decrease in capital system costs of $22,000 due to adjustments in the costs and projects
planned,

and other adjustments to various accounts in response to actual realized revenue arid expense trends as of the time of
the budget amendment.

PERFORMANCE TO BUDGET ~ GOVERNMENTAL FUNDS

Revenues
Actual revenues in the Governmental Funds as a whole were $605,444 or approximately 5% above budget.

*« The General Fund revenues were $303,505 or 3.9% above budget. While spread among various revenue
streams, the majority of this increase was due to late year increases in the general sales tax revenue.

e The Transient Tax Fund revenue was $33,097 or 16.5% above budget. This is dueé to increase in the transient
© tax receipts,

& The Storm Water and Parks Tax Fund tax revenues were $24,327 or 2.9% above the budgeted amount. This
money is generated strictly from sales tax and increased due to late year increases in sales tax reveriues,

s The Transportation Tax Fund revenues were 5199,106 or 23.8% above budget. The variance is a combination
of additional tax revenues over estimated revenues due to late year increases and additional revenues from a
capital grant reimbursement accrual for work completed prior to September 30,

e The Special Allocation Fund revenue was $7,183 or 1.3% below budget. This is a combination .of additional
revenues for administrative costs reimbursement over what was anticipated and less tax increment revenug
from outside entities than had been estimated.

¢ The Capital Projects Fund revenues were $52,278 or 3.2% above budgeted revenues. This increase is due to
late year increases in sales tax revenues,

Governmental Fund Reventes - Budget to Actual
Figure'7
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Expenditures
Actual expenditures in the Governmental Funds as a whole were $8,721,330 or approximately 40.6% below budget.
This is primarily due to capital projectsin progress. Following is a description by fund of the variances.

# The General Fund expenditures were §1,188,581 or 12.9% below budget. A large portion of this balance,
$840,000, was due to the capital purchase of the pumper fire truck which has a long lead titme and still in
production as of September 30. The balance of the amount was made up of a combination of cost savings and
deferred tosts. The following variances by function were realizéd: general government $39,257 below budget,
public safety $144,875 below budget, streets and public works $75,439 below budget, culture and recreation
$25,260 below budget, and an additiorial $63,750 in deferred capital outlay.

s The Transient Tax Fund expenses were $33,097 or 16.5% over budget. The expenditures of this fund are
directly related to the revenues generated by transient fax. During the fiscal year close, revenues which were
garned prior to September 30, but not received, are aceriied to revenue: An offsetting expense must be
accrued for the payment to the Farmington Tourism Bureau. The final actual numbers were higher than
estimated and therefore not included at the time of adoption of the final budget amendment.

& The Storm Water and Parks Tax Fund expenditures were $22,330 or3.2% below the budgeted amount. This
was due to capital projects still being in process at the end of the year.

¢ The Transportation Tax Fund expenditures were $195,284 or 32.1% above budget. The variance is
representative of the monies spent on a capital project related to the aforementioned capital grant revenue,
Any work performed but not invoiced prior to September 30 is accrued as an expense of the fiscal year. The
related grant revenue is also accrued.

s The Special Allocation Fund expenditures.were $8,499 or 2.0% below budget.

e The Capital Projects Fund expenditures were $7,729,676 or 84.4% below budget. This variance is due to large
capital projects that are budgeted as a whole, but not completed prior to September 30. The remaining capital
project cost is budgeted:in the subsequent fiscal year.

Governmental Fund Expenses - Budget to Actual
Figure 8
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CAPITAL ASSET AND DEBT ADMINISTRATION

The City’s investment in capital assets for its governmental and business-type activities as of September 30, 2014,
totals $68,448,796 (net of accumulated depreciation and related debt). These assets include buildings, roads and
bridges, land, machinery and equipment, park facilities, and vehicles. This is'a $5,108,144 or 8% increase over the prior
year primarily due to a combination of the addition of significant capital.

Figure 9 depicts the capital assets held by the City net of depreciation {related debt not considered),

City of Farmington’s Capital Assets

Figure 9
Governmental Business<type
Activities _Activities Total =
2014 2013 2014 2013 2014 2013
tand and Land Improvements $ 2,716,845 $§ 2,412,845 3 745,816 S 745816 $ 3,462,661 5 3,158,661
Buildings and system 7,720,016 7,348,569 18,460,458 18,407,363, 26,180,474 25,755,932
Equipment, Furniture, and )
Vehicles 5,745,615 5,419,515 3,070,037 2,797,036 8,815,652 8,216,551 é
Infrastructure 27,455,203 25,908,506 55,001,581 52,783,303 82,456,784 78,691,808 |
Construction in progress ... 1,835805 . . O 682,908 266,973 2,518,714 266,973 %
Total 45,473,484 41,089,435 77,960,801 75,000,491 123,434,285 116,089,926 |
Less Accumulated
Depreciation 15,389,483 14,053,304 28,262,489 26,000,971 43,651,982 40,054,275
Total $ 30,083,991 $ 27036131 § 49698312 $ 48,999,520 $ 79,782,303 $ 76,035,651

T

Major capital asset transactions during the year include the following:

Governmental Funds
A total of $2,577,823 in assets was placed in service in the governmental funds during the year ended: September 30,
2014:-an additional $1,835,805 was booked to construction in progress. These assets ¢consistof:

~  General government related asset additions of $295,038 fora basement and courtroom remodel at City Hall,
—~  Public safety asset-additions of $6,959 for interview eguipment;

~  Public safety asset additions of $93,265 for 2 new police patrol vehicles and a new police vehicle for the Police,
Chief,

—~  Street-and public works asset addition of $76,408 for street and maintenance facilities improvements,

~  Street and public works asset addition of $60,248 for new bobcat (a fully depreciated 1998 bobcat skid steer
was traded-in with a trade-in value-of 54,000, book value of $0),

~  Street and public works asset addition of $22,515 for a mini bobcat excavator,
—~  Street and public works asset addition of $41,670 for new beds and plows for previously owned dump trucks,
~  Streetand public works asset addition of $131,023 for a new plow truck and spreader,

=  Street and public works asset addition of $1,518,001 for streets, sidewalks, curbs and guttering infrastructure
projects,

—  Cultural and recreation asset additions of $28,696 for improvemerits at the sports complex,

~  Cultural and recréation asset additions of $304,000 for land for the new library site,
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Cultural and recreation asset additions of $711,241 construction in progress on the new library,
-  Cultural and recreation asset additions of $5,239 consttuction in progress for a dock at Giessing Lake,

< Cultural and recreation asset additions of $434,989 construction in progress for new tennis courts adjacent to
Engler Park;

- Cultural and recreation asset additions of 518,226 construction in progress for grandstands and concessions
at Ragsdale Field ballpark,

—~  Cultural and recreation asset additions of $79,503 construction in progress on the water park, and

~  Public safety asset additions of $86,607 construction in progress for police facility renovations,

Proprietary Funds
A total of $3,142,166 in assets was placed in service in the proprietary funds during the year ended September 30,
2014; an additional $597,792 was booked to construction in progress. These assets consist of:

~  The completion of $53,095 in facility improvements at the Civic Center and Centene Center was added to the
Civic Complex Fund.

—Land acquisition and related engineering costs at the Airport in the amount of $729,491 was added 1o the
Airport Fund. This consisted of the purchase of four properties on South Jefferson Street.

—  The amount of $6,679 for the purchase of-an avigation easement was added to the Airport Fund. Additionally,
an amount of $1,000 was placed in progress for a deposit paid toward the purchase of an additional avigation
easement.

—  The amount of $596,792 for the burying of an electric transmission line at the airport to alleviate air space
obstruction was placed into construction in progress in the Airport Fund.

—  Ih the Utility Fund, a previous construction in progress in the amount of $18,538 to bury utility lines along
Liberty Street was placed in service with an additional amount of $288,216 to complete the project.

~  In the Utility Fund, the amount of $273,001 was added for vehicles and equipment.in the Electric Department.

—  An amount of $163,318 construction in progress costs for the rehabilitation of an above ground water storage
tarik and the construction of a new well were placed in service with additional amounts of $257,977 and
$537,358 raspectively to complete the projects in the Utility Fund,

—  Water system improvements in the amount of $68,479 were added to the Utility Fund.
—  Lift station generators with a combined cost of $39,595 were added to the Sewer Fund,
—  The amount of $75,051 was added to the Sewer Fund for a GPS/GIS sewer line mapping project.

—  An addition of $33,576 in project costs was made to the $ewer Fund infrastructure for the lining of sewer
mains.

Additional information on the City's capital assets can be found in Note 5 to the Basic Financial Statements.
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LONG-TERM DEBT

The City of Farmington’s total debt increased by $3,115,751 (21%) during the fiscal year, An overview of the debt held
by the City is shown below.

Revenue Bonds, Certificates of Participation and Capital Leases

Figure 10
Governmental Business-type B
Activities ‘ Activities , ____ Total :
» 2014 _ . 2013 ... 2014 _ 2013 2014 2013

Revenue bornds $ 0 3 0 § 2,355000 § 2,660,000 $ 2,355,000 5 2,660,000
Due to State of Missourl ] 0 1,657,569 1,871,069 1,657,569 1,871,069
Certificates of Participation 8,650,000 759,084 4,200,000 5,610,916 12,850,000 6,370,000
Capital Leases 819,251 3,665,000 . g 0 . 819,251 3,665,000 !
Total S 9,469,251 S 4424084 S 8,212,569 & 10,141,985 $ 17,681,820 5 14,566,069 l

The debt currently held by the Cityincludes:

e Revenue Bonds for sewer system construction in the amount of $2,355,000 aré to be repaid solely through
sewer system revenues with the final payment due July 2021,

s At the time the sewer revenue bonds were issued, the State of Missouri put 70% of each construction
payment into a reserve account for use if the City was unable to make a payment. Each year the City pays back
to the state 70% of that year’s principal payment. The remaining amount to be repaid to the State of Missouri
is $1,657,569.

s Abalance of $4,200,000 remains on Certificates of Participation (Series 2011) which were issued in the original
amount of §5,555,000, 54,535,000 of which was allocated to the water fund to pay for construction of a
radionuclide treatment system and $1,020,000 was allocated to the sewer fund to pay for the installation-of
equipment to address antidegradation regulations. The final payment bn the certificatés of participation is to
be made May 2021. Balarices at September 30, 2014 include $3,425,000 for the water system and $775,000
for the séwer system,

s The City has a capital lease for the construction of the fire Statioh with a balance of $3,490,000 with final
payment due August 2028,

e A new Lease-Purchase agreement with US Bancorp in the amount of $815,761 was entered into on February
24, 2014. The funds were used to purchase a 2014 Pierce Quantum PUC Rescue Pumper Fire. The balance at
Septermber 30, 2014 is $815,761. This agreement is to be paid with furids from available general revenue
budgeted and appropriated during each fiscal year. The debt payment schedule anticipates final payment and
retirement of the debt February 24, 2017,

e Anew issugé of $8,650,000 in Capital Improvement Certificates of Participation was completed March 25, 2014,
Payments on these certificates are payable from sales tax revenue budgeted and appropriated during the
fiscal year. The debt payment schedule anticipates final payment and retirement of the debt April 1, 2024, At
September 30, 2104, the balance is $8,650,000.

State of Missouri Revised Statutes limit the amount of general obligation debt that a unit of government can issue to

twenty percent {20%) of the total assessed value of taxablé property located within that government’s boundaries. The
total assessed valuation as of October 2014 was $192,550,488, resulting in a legal general obligation debt margin for
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the City of Farmington of $38,510,098 which is well above the City’s current total debt obligations. The City holds no
general obligation debt related to payment from property taxes.

* Section 95.115 of the 1978 Missouri Revised Statutes permits any county or city, by vote of two-thirds of
gualified electors voting thereon, 1o ihcur additional indebtedness for city purposes not to exceed 5
percent of the taxable tangible property therein, as shown by the last assessment.

* Saction 95,120 of the 1978 Missouri Revised Statutes permits any county or city, by a vote of two-thirds
of qualified electors voting thereon, to incur additional indebtedness for city purposes not to exceed 5
percent of the taxable tangible property therein, as shown by the last assessment.

* Sactions 95.125 and 95,130 of the 1978 Missouri Revised Statutes provide that any city may become
indebted not éxceeding in the aggregate an additional 10 percent for the purpose of acquiring right-of-
ways, constructing, extending, and improving streets and avenues and/or sanitary or storm sewer system,
and an additional 10 percent for purchasing or construction of waterworks, electric, or other light plants,
provided the total general obligation indebtedness of the city does not exceed 20 percent of the assessed
valuation,

Additional information regarding the City of Farmington’s debt can be found in Notes 7, 8 and 9 in the Notes to the
Financial Statements.

ECONOMIC FACTORS

The following key economic indicators reflect the economic environment of the City.

Sales Tax. The City of Farmington, prior to Fiscal Year 2007, experienced an average 4% annual growth in sales tax
receipts. Beginning in Fiscal Year 2008, the average began to decline. Beginning with Fiscal Year 2012, the City has
realized a slight increase in sales tax receipts. The year ended September 30, 2014 showed a 6.4% increase in sales tax.
However, the City is optimistic about the growth, but remains guarded in its budgeted growth and expenditures for the
ensuing fiscal year,

Property Tax. Property tax assessment is unchanged for the upcoming fiscal year at $0.4471 per $100 of assessed
valuation.

Transient Guest Tax. In April 2009, the residents of the City passed a 5% transient guest tax. Collections of this tax
began October 2009; revenues are to be used for marketing and tourism for the City. The tax will expire August 1,
2106.

Unemployment. Unemployment in the area around the City on a three month rolling average consistently exceeded
10% from January of 2009 until August 2011 when this average fell below the 10% mark. As of September 2014, the
Farmirigton Micropolitan Area is currently experiencing an unemployment rate at 6.4% arid is on a downward trend.

Funding. The City continues to receive funding for capital projects through its traditional grant sources. It is anticipated
that funding levels will not be affected by the economy:. '

Power Rates. The City purchases power from the Missouri Public Utility Alliance - Public Energy Pool. The Pool expects
wholesale electric rates to experience gradual increases. During Fiscal Year 2014, the City experienced a 3.8% increase
in wholesalé power rates. Early in the fiscal year, the City was experiencing increases between six and fourteen percent
over the prior year. The City Council amended the electric rate code to include a purchase power adjustment factor.
The adjustment is applied to the billing when a three-month rolling average of the power cost is either in excess of
104% of the base power cost estimated for the fiscal year or is 93% of the base power cost estimated. The purchase
power adjustment-was applied to three bills during the fiscal year. The Environmental Protection Agency continues to
propose legislation and regulations that may negatively impact future forecasts. Continued monitoring of the situation
and power costs will bé necessary,
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Business Environment. During Fiscal Year 2014, the City continued to see new retail stores and restaurants locate in
Farmington. Both a nationally known restaurant and a regional leader in the grocery market opened new facilities in
the City during the year. Menard’s Inc., a regional leader in its industry, is slated to opén a new store in Farmington in
2015. Farmington continues to see interest from regional and national leaders. CVS Pharmacy, a national leader in its
industry, is in the process of constructing a new pharmacy in Farmington.

BUDGET HIGHLIGHTS FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 2015

Governmental Activities

Budgeted revenues in the governmental funds (net of transfers and lease proceeds} are expected 1o increase by 3.5%
to approximately $12.174 million. This increase is due to a combined increase in anticipated sales tax revenue and an
increase in the amount of PILOTs {based on increased revenue in the proprietary funids). A 5% percent payment in lieu
of taxes from the Utility and Sewer Fund to the General Fund is budgeted.

Personnel expenses are budgeted ta increase 5.3% due to a combination of increases in employee pay and addition of
planned retirement payouts. General Fund operating and personnel expenditures combined (debt and capital not
inclided) are expected to rise a total of 5,5%. Governmental funds capital investment is budgeted at approximately
$9.9 million compared to approximately $4.1 million in the preceding fiscal year. The large increase is due to the
completion of the library construction project, Water Park expansion project, and Police Station renovation project.
These projects combined represent approximately $7.8 million of the planned $9.9 million. ‘

Business—Type Activities

Budgeted revenues {grants and contributions not included) in the proprietary funds are expected to increase to
approximately $29.8 million, a 1.6% iricrease over the prior year actual. The Civic Complex Fund is expected to see a
0.5% decrease in revenues to 51.67 million due largely to slightly lower water park revenue projections due to a strong
summer in the preceding fiscal year. The Airport Fund is expected to increase 1.3% primarily due to increase in
anticipated fuel sales. The Utility Fund revenue is expected to increase to $25.2 million, an increase of 1.8%. This
increase is largely driven by an increase in estimated electric usage by citizens based on community growth. The Sewer
Fund is budgeted to have revenues of approximately $2.5 million, a 0.8% increase due to the second of a three-phase
rate increase.

Budgeted expenditures (debt and capital not included) ih the Civic Complex Fund are expected to increase
approximately 2.8% over prior year actual. This'increase is the net result of an 8% increase in personnel costs anda 1%
decrease in standard operating costs, The personnel costs increase is driven by an increase in pay for full time:
employees due to advancement through the pay plan and an adjust to the part-time pay scales necessary due to the
increase in minimum wage set to go into effect in Jenuary 2015, Budgeted expenditures in the Utility Fund: are
expected to increase approximately 1.2% over the prior year actual. The increase is driven by a combination of a 1%
increase in operating costs and a 2% increase in personnel costs. Purchased power costs are forecasted to decrease
0.4% during Fiscal Year 2015 due to Fiscal Year 2014 costs being higher than would normal. The higher than normal
costs were a result of uniplanned outages at the plants from which the power is purchased. These outages resulted in
the power being purchased on the market which drove the cost up. Sewer Fund expenditures (debt service not
included) are budgeted to increase approximately 4% over the prior year actual. This increase is the result of a 9%
increase in personnal costs due to the addition of a position dedicated to the Farmington Correctional Center contract
operations and a 0.9% increase in operating costs.

REQUESTS FOR INFORMATION
This report is designed to provide an overview of the City’s finances for those with an interest in this area, Questions

concerning any of the information found in this report or requests for additional information should be directed to the
Director of Finance, City of Farmington, 110 West Columbia Street, Farmington, Missouri 63640,
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CiTY OF FARMINGTON, MISSOUR!

STATEMENT OF NET POSITION
September 30, 2014
Governmental Business-Type
Activities Activities Total
ASSETS
Current Assets
Cash & Cash Equivalents S 967,569 $ 4,617,466 $ 5,585,035
Investments 0 0 0
Receivables {Net) 2,380,600 4,275,060 6,655,660
Prepaid Expenses 33,753 75,233 108,986
Prepaid Interest 32,500 ] 32,500
Due From Other Funds 1,114,295 0 1,114,295
laveritory 0 1,407,316 1,407,316
Total 4,528,717 10,375,075 14,903,792
Noncurrent Assets
Restricted Assets:
Cash & Cash Equivalents 9,304,451 581,778 9,886,225
nvestments 12,000 2,409,779 2,421,779
Capital Assets (Net)
Non Depreciable 4,102,747 1,461,731 5,564,478
Depreciable. 25,981,244 48,236,581 74,217,825
Total 39,400,442 52,684,869 92,090,311
TOTAL ASSETS 43,929,159 63,064,944 106,994,103
DEFERRED OUTFLOW QF RESQURCES 815,761 0 815,761
LIABILYTIES
Current Liabilities
Accounts Payable. 658,525 1,481,761 2,140,286
Accrued Salaries 270,230 162,709 432,939.
Accrued Interest 103,341 58,118 161,459
Taxes Payable 11,871 93,051 104,922
Protested Taxes 72,752 D 72,752
Due to Other Funds 145,184 969,111 1,114,295
Builder's Deposits 0 22,207 22,207
Other Payable 95,481 196,098 281,579
Current Potion of Long-Term Debt 1,753,657 790,000 2,023,657
Total 2,591,041 3,773,055 5,364,096,
Long-Term Liabilities
Customer Deposits Payable: o 417,380 417,390
Net Pension Obligation 117,482 0 117,882
Due to State of Missouri - $tate Revolving Fund 0 1,857,569 1,657,569
Bonds Payable o 2,355,000 2,355,000
Capitai Leases Payable 12,955,761 4,200,000 17,155,761
Less Current Maturities (1,233,657} {780,000} {2,023,657).
Total 11,839,586 7,839,959 19,679,545
TOTAL LIABIUTIES 14,430,627 11,613,014 26,043,641
DEFERRED iNFLOW OF RESOURCES
Administrative Expense Deposits 20,061 0 20,061
Civic Center Facility Use Deposits 0 5,185 5,185
TOTAL DEFERRED INFLOW OF RESOURCES 20,061 5,185 25,246
NET POSITION
Net investrment in Capital Assets 25,305,484 43,143,312 68,448,796
Restricted for:
Debt Seivice 103,341 2,404,778 2,508,120
Capital Equipmerit 815,761 0 815,761
Capital Projects 653,833 0 653,833
Nonspendable 66,253 0 66,253
Sewer 0 581,778 581,778
Tax Increment Finance District Projects 825,771 4] 825,771
Unrestricted . 2:523,789 5,316,876. ... 1,840,685
TOTAL NET POSITION $ 30,284,232 $ 51,446,745 $ 81,740,977

The accompatiying notes are an:‘iﬂtégrai part of these financial statements.

26



{Z
‘SyuBWIRLELS [EUElY asay1j0 Med jeiSaju) ue Bl sajou Buueduioooe syl
LL6°0PL'T8 5 SL'9PP'IS  § TETVEZOE S Y107 ‘0F 52quadas - UORISO4 19N-

£T07 *T 1990100 - UOJISOJ 13N |

LTTOTEBL TTLL260S 9ISTEE LT
05L°0EV'E vE0'6sY ‘9TLT96'C 4B BYL.I0) UORISOd 13N Ul 8BueyD
86V'ZV8'TT 2LB'UG 97969801 siajsues] puestiayjeiads 'senusasy |RIBUAD [BI0L
0 £S2°088 {£52'0£8) siajsurl)
000'v70€ 0 00008 uoReUOQ puEy SWBY jeidads
£29'TY £79'TY #BUI0
0002 0 000", 1985y 40 jEsodsig U0 ssaTjuien
085°TL L60°ET £5¥'8S SPAR0Id BOLEINSLY
749'p07 8IS'6CT y51'SL PUI0IU] ISR
8ETHET 0 7RETYE'T BWARY 10}id BARRISIUILPY
£00°pYS 0 £00vYS SpaBsIg Sl
‘SITELT 0 SIT'ELT sIXELIBYIO puUE ANIBN
9yD'EET 0 9p0'eEr {19101A/{3I0H) XEL s8N0 WBISURL]
ZER'0LS 0 786'0LS : saxej 5101933y 55019
£95'609 0 £95'609 SIXE| BDIYAA PUE DN 4010
800'628 0 800678 saxe] Auadoid jpuosiag pue jeay
009'TT6'9 0 0091169 sexe] s9|eg
SBXEL
1SaNUdARY jBIBLRY
{(8vL'TTY'8) {8€8'€0S) {016°£06'L) ‘SH9°0rY $ 065209t S Ty L6567 5 yy'zsoor S swiesBoag/suonound A (3ol
(3£8°€0S) {8E8°€05) 0 Deczz | £eweelT 6SY'956'87 ‘00298808 sapianoy adA ~ssausng 12101
{z8£'589) {z82'589) 0 055722 0 2008w’ T PEETBET xajdwo) 31D
{e62'58T) {£62’S8T) 0 0 0 DBY'SZER ESY'TIST Jamag
{£2£'90¢) {2L£'90€) 0 0 0 655'80T'E 986 VIV'E 4338/
{699's72) {699°sz7) 0 0 0 TITL99TE T8R'T68TT 2415843
£BL'668 £8£'668 0 0 £58'861'T 966'90v- 990907, Hodily
’ sapiany adAl-ssauisng
{016'206'L) 0 {016'£06°£) S60'E1C 1E2°E0Y €86'07S $2£'S91'6 SSIUAIDY {EUBLILLIDAOD [230]
{15¥'608) 0 {157'508) S8R SBYLIT 079'C8 fR A TAR uoiiealdy pue aNnD
(S£6°208°T) 0 {s/6'208'T} 0 [a Akt eYSTYS 09/9€5'T SHIOM IHONd PUe sIsans
{€05'SSP'E) 0 {£05°55¥5) OIZ'¥6T 0 980'T ‘6BL059'E Ayayes o1jqnd
{1s6'veg't) ¢ 0 ¢ {186%E8'T) ¢ 0 § 0 4 £EL'9T S vieveT ¢ JUSWUIIA0D) |RIFUDE)

SBIHAIDY [BIUSWLIBA0D

sjejof SUAMDY SRPINDY sjuein syuesD jended SBNLY sasuadxy
adA)-ssauisng {EIUBLLLIDADE Supeetdp g Joysafieyn
, SUORNGHILDD :
JUBWIUISA0E AJELUTl] - UDIHSOJ 19N . sonudAsY WIEIE0Id

ul saBuey) pue anusady (asundxy) JeN

¥1020E Joqua3das:papuy Jes)
SILLALLY 0 IN3INTLVIS FGIM INTAINYIAOD
IHNOSSIN ‘NCIONINYYS 40 ALD




CITY OF FARMINGTON, MISSQURI
BALANCE SHEET - GOVERNMENTAL FUNDS

September 30, 2014
Major Funds
Debt Capital Special Transient Storm Water  Transportation Total
General Service Projects Allocation Tax & Parks Tax Governmental
Fund Fund Fund Fund ___Fund Tax Fund _fund Funds
ASSETS T
Cash & Cash Equivalents $ 967568 o s o § 0 s 0 s o $ 0§ 967589
investments 0 0 0 0 0 0 3} 0
Accounts Receivable (net) 1,326,308 0 282,982 281,000 32,565 141,469 316,276 2,380,600
Prepaid Expenses 33,753 (] 0 b 0 0 4] 33,753
Prepatd Interest 0 32,500 o] 0 0 0 [¢] 32,500
Due From Other Funds 1,000,148 0 4] 114,147 4] i) [} 1,114,795
Restricted Assets:
Cash & Investments 12,000 103,341 8,536,160 451,370 38,277 122,507 52,786 5,316,451
Total Assets 3,338,778 135,841 8,819,142 846,517 70,842 163,976 369,072 13,845,168
DEFERRED DUTFLOWS OF RESQURCES
Eguipment Depgsits 815,761 ] i} o 0 0 0 815,761
TOTALASSETS & DEFERRED OUTFLOWS $ 4,155,539 S 135841 .S 8819142 § 846,517 570842 % 283,376 S 369,072 § 14,660,929
LIABILITIES
Atcounts Payable $ 157347 s 0 % 253576 § 685 5 70882 0§ 500§ 175575 0§ 658,535
Accrued Salaries 270,230 0 bi] [} o 0 ] 270,230
Accrued Interest Payable 0 103,341 o Q 0 0 0 103,341
Taxes Payable 11,871 o [} 0 0 0 0 11,871
Pratested Taxes 72,752 [¢] 0 (1] [ 0 0 73,752,
Due to Other Funds 57,073 0 28,549 ] 0 27,200 32,362 145,184
Other Liabilities 95,481 0 0 . [¢] g G. 95,481
Total Liabilities 664,754 103,341 282,125 685 70,842 27,700 207,937 1,357,384
DEFERRED INFLOWS OF RESOURCES
Administrative Expense Deposits ) 0 0 20,061 0 0 0 20,061
Total Deferred Inflows of Resources 0 0 Q 120,061 a 0 [ 20,081
FURD BA
Monspendable
Prepaids 33,753 32,500 o 4] 0 ] 0 66,253
Equipmant Deposits 815,761 0 0 0 o 0 0 815,761
Restricted
Debt Service o 0 103,341 o o g ] 103,341
Capital Projetts ] 0 8,433,676 6 ] 236,276 161,135 8,831,087
Karsch-Downtown TIF Districy 0 0 0 741,999 g o ] 741,994
Highway &7 TIF District ¢ 0 0 83,772 ] 0 0 83,772
Committed
Acquisition/lmprovement of Public Spaces §3,022 ] 0 0 a 0 0 53,022
Assigned
Othér Purposes 29,217 6 o] i 0 i) o 29,217
Storm Water Improvements 36,103 o 0 0 0 i} 2] 36,101
Wilson Rozier Balipark 48,317 o s o o o 4] 44,317
Unassigned 2,478,613 0 0. .9 g ) 0 g 2,478,614
Total Fund Balances. 3,490,785 32,500 8,537,017 825171 0 236,27 161,135 13,283,482
TOTAL LIABILITIES, DEFERRED INFLOWS,-AND
FUND BALANCES $ 4,155,538 § 135841 § 8819,142 s BiEs5L7 5 70842 .S 63976 § 368072 14,660,928
Amounts reparted for governrmiental activities in the statement of net position are different becaise:
Total Fund Balance - Governmental Funds $ 13,283,484
Capital assets used In governmental activities are not curreat financiat
resources, and therefore, are not reported in the governmiental funds. )
Governmental capital assets 45,473,482
Less accumulated depreciation _.115,389,491)
30,083,991
Long-term liabilities; Including leases payable, loans payahle, and net
pension obligation are not due-and payable in the curient period, and
therefore, are niot reported as llabilities In the governmemtal funds.
Net Pension Obligation {117,482}
Leases Payahle {12,955.761)
{13,073,243)

Net Position of Governmental Activities

The aceompanying riotes are ani integral part of these financial statements.
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CITY OF FARMINGTON, MISSOURI
STATEMENT OF REVENUES, EXPEND{TURES AND CHANGES IN FUND BALANCES-
GOVERNMENTAL FUNDS
Year Ended September 30, 2014

) Major Funds _
Debt Capital Special Transient  Storm Water Traasportation Total
General Service Projects Allocation Tax & Parks Tax Gavernmental
Fund Fund Fund Funt Fund Tax Fund Fund Funds
REVENUES
Sales Tax $ 3,512,128 § 0 $ 1,701,035 5 0 3 0 § 849,218 5 B49,219 § 6,911,600
Realand Personal Property Tax 829,008 0 0 4] 0 0 0 829,008
Grants and Donations 430,580 ] (k3] 0 0 0 186,243 616,832
Motor Fuel and Vehide Tax 609,567 0 0 0 0 o 0 608,567
Litility, Gross Recelpts & Other Taxes 744,047 0 0 0 0 1] [+ 744,047
Charges for Services 216,850 0 0 0 4} i} 0 216,850
Municipal Court Fines & Fees 424,132 o o 0 o ] g 424,132
Transient Guest {Hotel/Motel) Tax o 0 0 0 233,046 ] (] 233,046
Interest Income 2,628 70,314 1,244 664 51 108 144 75,154
HiF Proceeds From Other Governmients ¢ ] 0 544,003 1] il g 544,003
Administrative Pilot Payment. 1,342,382 0 a it a ] g 1,342,382
Other ) 19,173 0 . 0 32,450 0 g 0. 41,633
Total Operating Reveriugs 8,130,505 70,314 1,702,278 567,117 233,007 849,327 1,035,606 12,588,244
EXPENSES
General Government
Admiplstration 1,184,343 0 g 402,226 0 ] o 1,586,568
Tourism 4] 0 [¢] g 233097 0 g 233,097
Public Safety
Police 2,261,304 13,434, 0 ] 0 ] o] 2,274,738
Munitipal Court 86,502 0 0. a 0 0 Q 86,902
Fire £36,019 136,841 0 0 g 0 ) 0 972,960
Streets and Public Works
Street 751,503 14,509 0 ¢ 0 i 0 766,012
Public Works 362,920 0 0 22,675 0 0 o 385,595
Maintenance 487,638 0 0 0 b 0 i} 467,638
“Culture ahd Recréation
Park 567,696 [} 0 0 0 ] [1} 567,696
Library 290,144 89,907 i} 0 ] 0 0 380,051
Capital Outlay : 1,196,050 i 1,427,824 0 0] 682,670 803,084 4,109,628
Debt Service-Printipal g 934084. . D D 0 .0 0. 934,084
Total Expenses 8,004,519 1,188,875 1,427,824 424,901 233,097 682,670 803,084 12,764,370
EXCESS (DEEICIENGY) OF REVENUES L T
OVER EXPENSES 125,986 {1,118,561) 274,454 142,218 0 166,657 232,522 {176,726}
OTHER FINANCING SOURCES {USES)
Transferia ’ 578,544 758,577 32,200 515,867 0 5,161 75,000 1,965,349
Transfer Out 1416,300) 0 {15958y  {723,739) 8 {292,510 {203,799): {2,795,606)
Gain/Loss on Assot 7,000 b ] 0 ] ] 0 7,000
Insurance Proceeds 58,453 0 0 ¢} g i} 0 58,453
Lease Proceeds - Net of lssuance Costs 815,761 . . 0 . .B570734 | g, 0 . 9. . 0., . 5386485
Total Other Fifiancing Sources And Uses 1,043,358 758577 7443776 {207,872) [ (287,349} {128,799) 8,621,691
NET CHANGE IN FUND BALANCES 1,469,344 {359,984} 7,718,230 165,656} 0 {120,692) 103,723 8,444,965
FUND BALANCES - OCTOBER 1, 2013 2,321,441 392,484 818,787 891,427 0 356,968 57,412 4,838,519
FUND BALANCES - SEPTEMBER 30, 2014 $ 3,490,785 S 32500 % 8537017 S 825771 5 0§ 236276 $ 161,135 § 13,283484

The accompanying hotes are an integral part of these financial statements.
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City of Farmingtan, Missourj
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
Year Ended September 30, 2013

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS S 8,444,965
Amounts Reported for Governmental Activities in the Statement of Activities and Changes in Net Assets
were different because:
Governmental funds report capital outlay as expenditures. However, in the Government-Wide Statement
of Activitigs, the cost of those assets were allocated aver their estimated useful lives as depreciation expense:
Capital cutlay 4,109,628
Depreciation {1,365,769}
Goverrimental funds report all procesds from the sale of assets as revenue while on the Government-Wide
Staterent of Activities this amount is netted against accumulated depreciation.
Cost of Disposed Assets {29,580}
Accumuiated Dépreciation 29,580
Governmental funds do not expense the Net Pension Obligation at the time it is realized. However, iri the
Covernment-Wide Statement of Activitias, the full aniount of the net pension obligation is accounted foras a
General Government expense.
Change in Net Pension Obligation : 569
Principal payments on [ong-tetm liabilities of governmental funds are expensed. However on
the Government:=Wide Statement of Activities they are siown as a reduction of debt. 934,084
Proceads from the issuance of Jong-term debt are reported as providing current financial resources
in governmental funds, but are reported as long-term debt in the government-wide financial
statemenits. {9,465,761)
Special lterns - Donation of land by private company for future library site 304,000
Chanige in Net Position of Governmental Activities as Reported on the Statement of Activities _ 8. 2,861,718

The accompanying notes afe an integral part of these financial statements.
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CITY OF FARMINGTON, MISSOURI
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

ASSETS
Current Assetis:
Cash & Cash Equivalents
Accounts Receivable
Prepaids
Due From Other Funds
inventory
Total Current
NonCurrent Assets:
Restricted Assets:
Cash & Cash Equivalents
fnvestments
Capital Assets {Net of Accumulated Depreciation)
Total NonCurient

Total Asséts

DEFERRED OUTFLOW OF RESOURCES

TOTAL ASSETS AND DEFERRED ODUTFLOW OF RESOURCES

LIABILITIES
Current Liabilities:
Actounts Payable
Actrued Salaries
Actrued Interest
Takes Payable
Due to Other Funds
Builder's Deposits
Othier Liahilities
Cuirent Portion of Long-Term Debt
Tota)
Long-Term Liabilities:
Customer Deposits Payable
Due to State of Missour - State Revolvirig Fund
Revenue Bonds Payable
-Capital Leases Payable
Less Current Maturities
Total

Tosal Liabilities

QgFERRED INFLOW OF RESOURCES
Civic Center Facility Use Deposits
Total Deferred Inflow of Resources

TOTAL LIABILITIES AND DEFERRED INFLOW OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted
Unrestricted

JOTAL NET POSITION

September 30, 2014

Civic Complex Airport Utility Sewer

Fund _Fund  Fund, Fund Totals
$ 478242 § 2508 3 4116139 § 0 S 4617466
32,468 1,048,672 2,921,527 272,392 4,275,060
5,145 846 64,085 5,157 75,233
0 o 0 0 0
D . 22,937 1,335,090 48,289 1,407,316
513,856 1,097,540 8,436,841 326,838 10,375,075
0 0 0 581,778 581,778
0 ) 466,642 1,943,137 2,408,779
10,167,884 7,929,484 15,342,008 16,258,936 . 48,698,312
10,167,884 7,928,484 15,808,650 18,783,851 52,689,865
10,681,740 9,027,024 24,245,491 '19,110,589 63,064,944
e} 0 0 0 0
10681,780 9,027,024 24,245,491 19,110,683 63,064,944
23,915 3,813 1,433,153 20,880 1,481,761
38,313 2,137 73,960 48,299 162,709
0 0 47,377 10,741 58,118
1,975 102 88,333 2,641 93,051
0 969111 o 0 869,111
0 0 22,207 0 22,207
11,918 966 122,442 60,772 196,098
0 .o 390,000 400,000 790,008
76,121 876,128 2,177,472 543,333 3,773,055
0 0 417,390 0 417,380
0 0 0 1,657,569 1,657,569
0 0 0 2,355,000 2,355,000
0 0 3,425,000 775,000 4,200,000
0 0 {390,000) {400,000} {790,000}
0 0 3,452,390 4,387,569 7,839,959
76,121 976,129 5,629,862 4,930,502 11,613,014
5,185 0. 0 0 5,185
5,185 0 0 0 5,185
81,306 976,128 5,629,862 4,930,902 11,618,199
10,167,884 7,929,484 11,917,008 13,128,936 43,143,312
0 0 466,642 1,050,851 1,517,493
432,550 121,411 6,231,979 0 . 6,785,940
$ 10,600,434 $ 8,050,895 $ 18,615,629 § 51,446,745

14,179,787

The aceompanying notes are an integral part of these financial statemients,
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QOPERATING REVENUES
Charges for Services:
Civic Complex Charges
Airport Charges
Electric Charges
Water Charges
Sewer Charges
Total Operating Revenues

OPERATING EXPENSES
Civic Complex Expensas
Airport Expenses
‘Elgctric Expenses
Water Expenses
Sewer Expenses
Depreciation

Total Operating Expenses’

OPERATING INCOME {LOS5)

NONOPERATING REVENUES {EXPENSES)
Grant income
Contributions
Interest and Investment Income
Bond Fees
Interest Expense
Insurance Proceeds and Seftlements
Gain of Loss on Disposal of Asseis
Total Nonoperating Reveriues (Expenses)

NET INCOME {LOSS) BEFORE TRANSFERS
TRANSFERS
Transfers In
Transfers Qut
Total Transfers
CHANGE I NET POSITION
NET POSITION ~ OCTOBER 1, 2013

NET POSITION - SEPTEMBER 30, 2014

CITY OF FARMINGTON, MISSOUR!
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS
Year Ended September 30, 2014

Enterprise Funds

Civic Complex

5 14,179,787

The accompanying notes are an integral part of these financial statements.
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Airport Utility’ Sewer

Fund Fund Fund Fund. Totals
$ 1448002 $ 0 0 s 0 $ 1,448,002
0 406,996 0 0 406,996
0 0 21,667,212 s 21,667,212
0 0 3,108,559 o 3,108,559
0 0 0 2,325,690 2,325,690
1,448,002 406,996 24,775,771 2,325,690 28,956,459
1,919,213 g 0 0 1,918,213
0 418,529 0 g 418,579
0 0 21,440,393 0 71,440,393
0 0 2,908,436 0 2,908,436
0 0 0 1,647,051 1,617,051
423,953 287,537 840,498 709,530 | 2,261,518
2,343,166 706,066 25,189,327 2,326,581 30,565,140
~{895,164) {299,070} {413,556) {891) {1,608,581)
141,930 1,168,853 0 0 1,340,783
85,620 0 0 0 85,620
356 69 14,681 114,412 129,518
{1,149) 0 {ai0) {14,605) {16,164)
{17,018) 9 {118,080) (170,297) {305,396)
0 13,097 o 0 13,097
e o .0 9 0
209,738 1,212,019 {103,809} {70,490) 1,247,458
685,426) 912,949 (517,365) {71,381) (361,223)
710,863 119,394 0 0 830,257
0 0 0 0 » 0
710,863 119,394 0 0 830,257
25,437 1,032,343 (517,365} {71,381} 469,034
10,574,997 7,018,552 19,132,994 14,251,168 50,977,711

§ 10,600,434 § 8,050,895 § 18,615,629

S 51,446,745



CITY OF FARMINGTON, MISSOURI
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
Year Ended September 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers
Payments to Suppliers
Payments to Employees

Net Cash Provided (Used) By Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers in
“Transfers Qut
Contributions and Operating Grants
Insurance Proceeds, Settlements and Other
peferred Inflow of Revenue - FCC Contract
Loans To/From Other Funds
Net Cash Provided {Used) For Noncapital Financing Activities

LASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital Grant Receipts
Principal Payments on Long-Term Debt Net of Applied Reserves
interest Paid
Bord Fees
Sale of Capital Assets
Acquisition of Capital Assets

Net Cash Used For Capital & Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Redemption of Investments
Investment Earnings

Net Cash Provided by lnvesting Activities

Met Change in Cash and Cash Equivalents
Cash and Cash Equivalent Balances st October 1, 2013
Cash and Cash Equivalent Balances at September 30, 2014

Reconciliation of Operating tncome {Loss) 1o Nat Cash
provided {Used] by Operating Activities

Operating ncome {Lass)

Adjustments to réconcile operating income to gt cash
provided {used) by operating activities:
Depreciation Expenses

Changes In Assets and Uabilities
Accotints Receivable
Prepaids
Inventory
Accounts Payable & Other Payables
Customer and Buildér Deposits Payable
Accrued Salaries and Compensated Absences

Net Cash Provided {Used) by Operating Activitiés

Civie Complex Airport Utility Sewer

Fund. _ Fund Fund Fund Totals
$ 1,451,244  § 432,239 5 24498321 $ 2,306,872 § 28,688,676
{977,953) (354,943) (23,493,266} (957,142} {25,783,304)
(946,498) {42,195) {1,330,768) {687,585} {3,007,046)
{473,207) 35,101 {325,713 662,145 {101,674)
710,863 119,394 0 ] 830,257
0 0 ] ] 8
85,620 0 ) ] 85,620
0 13,096 0 g 13,006

0 0 o K] -
.0 618,398 ] 0. _ 618,398
796,483 750,888 0 0 1,547,371
141,930 547,089 0 0 689,019
{491,844} ¢} {375,000} {603,500} (1,470,344}
{17,019) 0 {118,080 {170,297) {305,396}
{1,149} o {410} (14,605) {16,164)
0 0 0 0 0
{53,095} {1,333,962} (1,425,031} {148,221} {2,960,309).
{421,177) {786,873} 11,918,521) {936,623} (4,063,194}
0 g {8,132} 242,287 204,155
355 69 14,681 114,412 -129,517,
355 69 6,549 326,609 333,672
{97,546) {815) (2,237,685) 52,221 {2,283,825)
573,788 25,900 6,358,824 529,557 7,488,069
_47B42 3 35085 $ 4,121,039 8 SBA7I8 & 5204244
1R95,164) & {299,070) 6 {413,586} § . (894} 5 {1,608,581)
423,953 287,537 $40,498 709530 § 2,261,518
3,241 25,243 (326,223} {18,818) § (316,557}
{246) {60) {1,034} 261§ {1.079)
0 21,550 {46,426) (31,442) & {56,318)
{11,281) {448) {440,684) {11,073) §  (463,386)
0 0 48,772 o S 48,772
6,190 349 12,940 14578 S 34,057
S (473,207 & 35101 S . (325,713) $ 662,145 $ {101,674}

The accompanying rictes are an intégral partof these financial statements.
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CITY OF FARMINGTON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014
NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the significant accounting policies utilized by the City in the preparation of the
accompanying basic financial statements.

A. The Reporting Entity

The City of Farmington, Missouri currently operates as a third class city of the State of Missouri under the Mayor,
Council~§ity Administrator form of government and provides municipal services to its residents. The accompanying
financial statements include the accounting information for all City operations.

Under generally accepted accounting principles, the reporting eritity consists of the City and other organizations for
which the City exercises significant influerice. Significant influence or accountability is based primarily on
operational or financial relationships with the City {as distinct from legal relationships). Based upon this criterion,
the City has no component units and the accompanying financial statements represent only the City of Farmington.

The Industrial Developmeént Authority of the City of Farmington {IDA} is considered to be a related organization.
The IDA is excluded from the reporting entity because the City’s accountability does not extend beyond appdinting
a voting majority of the IDA’s board membeérs.

The Farmington Tourism and Convention Bureau is considered to be a related organization. The Bureau is excluded
from the reporting entity because the City’s accountability does not extend beyond appointing the Bureau’s board
members. The duly elected Mayor of the City and the duly appointed City Adiministrator for the City shall serve a8
two of the seven Members of the Bodrd of Directors. The City appointed the original Board Members. However,
any subsequent Board Members are appointed by the Board in place at the time.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements include the statements of net positicn and the statement of activities:
These statements report financial information for the City as a whole. Individual funds are not displayed; but the
statements distinguish governmental activities, generally supported by taxes and City general revenue, from
busingss-type activities, generally financed in whole or in part with fees charged to external customers. It is the
City's policy to eliminate the effect of all inter-fund activity on the entity wide finantial statements.

The statement of activities reports the expenses of a given function offset by program revenues directly connected
with the functional program. A function is an assembly of similar activities and may include portions of a fund or
summarize more than one fund to capture the expenses and program revenues associdted with a distifct
functional activity. Program revenues include; (1) charges forservices which reports fees, fines, and other charges
to users of the City’s services; (2) contributions and operating grants which finance annual operating activities; and
(3) capital grants which fund the acquisition, construction, or rehabilitation of capital assets of a particular
function. Taxes and other revenue sources hot properly included with program revenues are reported as general
revenues. The program expenses include those expenses that can clearly be identified with a specific function or
segment,

Fund financial statements are provided for governmental and proprietary funds. Major individual governmental

and enterprise funds are reported in separate columns with composite columns for nen-major funds in the fund
financial statemenits.
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CITY OF FARMINGTON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

The City utilizes the following funds:

Governmental Fund Types:

While the City could report the Debst Service Fund and Transient Tax Fund in aggregate under non-major funds, City
officials believe it is important that the finaricial information for the Transient Tax Fund be presented separately.
Therefore, the City reports the following major governmental funds:

General Fund - The General Fund is the primary fund of the City. It is used to account for all financial resources not
accounted for and reported in another fund.,

Deht Service Fund — The Debt Service Fund is used to account for all financial resources that are réstricted,
committed, or assigned to expenditure for, and the payment of, general long-term debt including capital lease
obligations principal, interest and related costs.

Capitol Projects Fund - The Capital Projects Fund accounts for all financial resources that are restricted, comrmiitted,
or assigned to expenditure for the acquisition or construction of major capital facilities which are not financed by
proprietary and trust funds.

Special Allocation Fund - The Special Allocation Fund is used to aceount for the financial resources derived from
the Tax Increment Finance (TIF) districts, TIF district funds are to be used for those purposes cutlined in the
respective district plans..

Transient Tax Fund — The Transient Tax Fund is used to account for the financial resources derived from the
Transient Tax. Transient taxes are to be used solely for the purpose of promoting Farmington as a visitor and
‘tourist center,

Storm Water-and Parks Tax Fund ~ The Storm Water and Parks Tax Fund is used to account for the financial
resources derived from the Storm Water and Parks Tax. Storm Water and Parks taxes are to be used solely for the
purpose of storm water control and the operation of Jocal parks.

Transportation Tax Fund — The Transportation Tax Fund is used to account for the financial resourcés derived from
the Transportation Tax. Transportation taxes are to be used solely for the purpose of the construction,
retonstruction, repair and maintenance of streets within the City and construction, reconstructions, repair and
maintenance of the municipal airport.

Proprietary Fund Types: .

Enterprise funds — Enterprise funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity focuses on net
income measurement similar to the privaté sector, The City has the following enterprise funds: Civic Complex
Fund, Airport Fund, Utility Fund (Electric and Water), and Sewer Fund.

€. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements of the City are prepared in accordance with generally accepted accounting principles
{GAAP) applicable to governmental entities. The government-wide financial statements are reported using the
economic resources measurement focus and the acerual basis of acéounting. Proprietary fund financial statements
also report using this same focus and 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. Grants and similar items are
recognized as révenue as soon as eligibility requirements imposed by the provider have been met. Property tax
revenues are recognized when billed,
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CITY OF FARMINGTON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized when they are both measurable and available,
Available means collectible within the current period or soon enough thereafter to pay current liabilities. The City
considers revenues to be available if they are collected within 60 days of the end of the fiscal year. Primary
revenue sources susceptible to accrual include: property taxes, sales taxes, franchise taxes, grants,
intergovernmental revenues, and investment income. In general, other revenues are recogrized when ¢ash is
received. Expenditures are recorded when the related fund liability is incurred, except for debt service payments
which are reported as expenditures in the year due.

Proprietary funds distinguish operating revenue and expenses from non-Operating revenue and expensés,
Operating revenue and expenses generally result from providing goods or services as a part of the primary,
continuing operations of the fund. Principal operating revenues for proprietary funds are charges to customers for
services. Principal operating expenses -are the costs of providing goods or services and include administrative
expenses (i.e. salaries, benefits, supplies, etc.) and depreciation of capital assets. Other revenues and expenses are
classified as non-operating in the financial statements.

When both restricted and unrestricted résources are available for use, the City customarily utilizes restriéted funds
prior to urirestricted funds. It is the City’s policy to utilize the method defined at the time the expenditure was
budgeted.

The effect of all inter-fund activity has been eliminated from the-gOVérnment~Wide financial statemerits except for
an administrative payment in lieu of taxes from the proprietary funds to the goverrimental funds.

Deposits and Investments

For the purpose of reporting, “cash” and “cash equivalents” includes all demand and savings accounts, certificates
of deposit, and short-term investments with an original maturity 6f three months or less. Restricted cash and cash
equivalents includes all demand and savings accounts, certificates of deposit, and investments whose maturity is
greater than three months or whose use is subject to constraints by creditors, grantors, contributors, or laws or
regulations.

Cash resources of certain individual funds dre combined to form a pool of cash. Interest income earned is
distributed to the appropriate funds based on the ending monthly balance of cash for each fund..In the event a
fund overdraws its share of the pooled cash; the overdraft is reported as an interfund payable in that fund and an
interfund receivable in the General Fund. However, in certain cases, the Utility Fund unassigned cash may be used
to loan money to the other proprietary funds which would otherwise experience a temporary overdraft. In this
situation, the interfund receivable is recorded in the Utility Fund.

The excess amount of demand deposits and certificates of deposit not covered by FDIC insurance are required to
be 100% collateralized. Obligations that may be pledged as collateral include the same type as those authaorized for

investmeant by the City. All legal requirements were met during the year ended September 30, 2014.

Accounts Receivable - Unbilled Revenue

The City records as accounts receivable in the enterprise fund financial statements the amount of accrued, but

unhilled revenue for the Utility (Electric and Water) and Sewer Funds determined by prorating actual subsegquent
billings. v
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CITY OF FARMINGTON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

inventories

The enterprise funds have parts and supplies on hand for use in maintaining the utility systems and aviation fuel for
resale at the airport. Inventories are physically counted both periodically and annually. These items are recorded
at cost and expensed as used based off of the annual count. The cost basis is applied for valuation using a first in-
first out methodology.

Deferred Qutflow of Resources A
The consumption of net assets in one period that are applicable to a futire reporting period is recorded as a

deferred outflow of resources. The City has deferred outflows of resources as of September 30, 2014

representative of an equipment deposit for a Fire Truck purchased but still in production.

Restricted Assets

Certain proceeds of the City’s bonds and certificates of participation {COP) issues, as well as certain resources, aré
set aside for debt service, capital projects and other special purposes. These items are classified as restricted on
the balance sheet and on the statement of net position because they are maintained in separate bank accounts,
and their use is limited by debt covenants, COP financing agreements, of other statutory provisions.

Capital Assets and Deprecidtion

Capital assets, which include the City’s property; plant and equipment, and infrastructure with useful lives of more
thah ohe year are stated at historical cost and comprehensively reported in the government-wide financial
statements. If historical cost was not available, the cost was estimated using a price deflator related to the assets’
year-of acquisition. Donated capital assets dre recorded at estimated fair value at the date of donation. To meet
the definition of @ capital asset for the City, an item must have a useful life of more than one year and a minimum
initial cost as follows!

Buildings $ 25,000
Equipment — Office § 5,000
Equipment - Non-office $ 15,000
Vehicles 5.15,000
Infrastricture/lmprovements $ 25,000

n accordance with GASB Statément No. 34, general government infrastructure assets (streets, sidewalks, curbs
and gutters) have been capitalized retroactively to 1980 at historical cost. Additionally, the costs of normal
maintenance and repairs that do not add to the value of an asset or significaritly extend asset lives are expensed
rather than capitalized,

Land assets and construction in progress projects are not depreciated; however all other capital assets are
depreciated using the straight-line method over the useful life of the assets. Estimated useful lives, in years, for
depreciable assets are as follows:

Buildings 20-50 Water and Wastewater Infrastructure 15-40
improvements/Infrastructure 5-~50 Furniture, Vehicles and Equipment 5.15

Compensated Absences

City employees garn sick leave benefits and varying amounts of paid vacation based on their length of service with
the City. Vacation days may not be carried over or accrued past one year: Accumulated unpaid vacation is payable
to employees upon tefmination. Under certain circumstances, accumulated sick leave is payable at fifty percent.
Compensated absences are reported in accrued salaries in the government-wide and fund financial statements.
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CITY OF FARMINGTON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

NOTE 1~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Post Employment Benefits

The City does not provide any type of post employment benefits to its employees except those mandated by the
Consolidated Omnibus Budget Reconciliation Act (COBRA). The requirements established by COBRA are fully
funded by employees who elect coverage under the Act, and no direct costs are incurred by the City.

long-Term Debt
In the government-wide and proprietary finaricial statements, outstanding debt is réported as liabilities.

Deferred Inflows of Resources

The acquisition of assets which are applicable to a future reporting period are referred to as Deferred Inflows of
Resources. Certain receipts of the City are applicable to services provided in future accounting periods and only
become revenue upon the use of the service or commencement of contract. The deferred inflows realized by the
City include prepayment of administrative and legal costs related to tax increment financing districts and
prepayment of facility deposits at the Civic Center for future.

Fund Balance

There are five classifications of fupd balance in the governmental fund finandial statements. These classifications
are based primarily on the extent to which the City is bound to observe coristraints imposed upon the use of the
resburces in the City governmental funds, which include the General Fund, Debt Service Fund, Transient Tax Fund,
Special Allocation Fund, Storm Water and Parks Tax Fund, Transportation Tax Fund and Capital Projects Fund.

— Non-spendable fund baionces include amounts that cannot be spent because they are either a) not in spendable
form (inventory and prepaid items) or b) legally or contractually required to be maintained intact,

— Restricted fund balances are amounts that dre réstricted to specific purposes either by aj constraints placed-on
the use of the resources by external resource providers such as creditors, grantors, contributors, or laws or
regulation of other govérnments or b) imposed by law through the constitutional provisions or enabling
“fegistation.

— Committed fund belonces are those amounts that can only be used for specific purposes pursuant to constraints
imposed by the City Council through an ordinance or resolution,

~ Assigned fund balances are any amounts for which it is the City's intent that the funds be used for specific
purposes but there exists no legal or binding restrictions or commitments. Assignments are made based on the
recommendation of City management and approval by the City Administrator.

— Unassigned fund balance is the residual classification for the government's gereral fund and includes all
spendable amounts not contained in the other classifications. Unassigned balances represent the amount
available for budgeting future operations.

When committed, assigned, and unassigned funds are available for use, it is the City's policy to spend the funds in
this respective order. However, in the event that the unassigned funds exceed the City's fund balance policy
threshold of 22% of expenditures for the adopted budget, unassigned funds may be utilized prior to committed
and assigned funds.

The City’s policy is to maintain a minimum unassigned General Fund balance equal to 13% of expenditures for the

adopted budget. These funds will be used to avoid cash flow interruptions, generate interest income, reduce the
need for short-terrn borrowing and assist in maintaining financial ratings.
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The fund balance classifications for the governmental funds at September 30,.2014 are:

DEBT CAPITAL SPECIAL  TRANSIENT STORMWATER TRANSPOR- TOTAL
GENERAL SERVICE PROJECTS  ALLOCATION GUEST TAX & PARKS TAX TATION TAX GOVERNMENTAL
FUND BALANCES FUND FUND FUND FUND FUND FUND FUND FUNDS
Non-spendable
Prépaids 33,753 § 32,500 o % o 5 VI g 3 g s 66,253
Equipment Deposits 815,761 0 g 0 0 g [s] 815,761
Restricted
Debt Service 0 103,331 0 o ] o 0 103,341
Capital Projects 0 0 8,433,676 0 ¢ 236,776 161,135 8,831,087
Karsch-Downtown TIF District 0 0 i) 741,999 0 0 0 741,999
Highway 67 TIF District 9. 0 g ... 83772 0 ) 0 o) 83,772,
‘ 0 103,341 8,433,676 825,771 ] 236,276 161,135 9,760,199
Committed
Improverment of Public Spices 53,022 0 0 0 0 "] o] 53,022
Assigned
Other Purposes 29,217 0 s} 0 0 0 1] 29,217
Stormwater traprovements 36,101 0 [1} o kel 0 s} 36,101
Wilson Rozier Ball patk 44,317 0 0 0 0 0 ] 44,317
109,635 0 0 0 0. o} 0 109,635
Unassigned 2,478,614 0. .. 0 0 0 0. 1] 2,478,614
Total Fund Balances oS 3490785 6 135841 § 8433676 5 BI577L .5 Q,.5.236276 5 161135 S 13,283,484

Net Position

There are threée segments that make up the City's net position in the government-wide and proprietary fund
financial statements; these are Net Investment in Capital Assets, Restricted, and Unrestricted.

— The amounts listed as Net Investment in Capitol Assets represent capital assets; net of accumulated
depreciation, less the outstanding balances for any notes, lease or other borrowings that are attributable to the
acquisition, construction or improvements of the assets: As of September 30, 2014, the City had a total of

$52,094,288 net investment in capital assets.

— Restricted net position is legally restricted or identified for specific purposes by outside parties or by law through
constitutional provisions or enabling legislation. At September 30, 2014, the City's restricted net position of
$12,813,009 is comprised of debt service, capital projects, sewer and tax increment financing. Governmental
activities restricted net position at September 30, 2014, is $9,826,452. Restricted net position of the business-

type activities totals $2,986,557.

— Unrestricted net position is the residual and répresents amounts available for future operations.or distribution.
Government wide unrestricted net position at September 30, 2014 is $16,833,680.

E. Budgets and Budgetary Accounting

In-accordance with Chapter 67, RSMo., the City adopts an annual operating budget, which can be amended by the
Council throughout the year. Formal budgetary accounting is employed as a management control for all funds of
the City. The budget for the year ended September 30, 2014 was prepared and adopted using the modified accrual
basis of accounting for governmental funds and accrual accounting for proprietary funds.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Per state statute, at the fund level, actual expenditures are not to exceed budgeted appropriations; however, with
proper approval by the City Council, budgetary transfers between departments can be made. The budgeted
financial statements represented in the report reflect final budget authorization, including all amendments.

= Actual expenditures of the Transient Guest Tax Fund exceeded budgeted expenditures by $33,097, or
approximately 16.5% over budget. This excess expenditure is driven by an equivalent positive variance in
revenue. Revenues received {net of administrative costs) are required by contract agreement to be paid to

the Farmington Tourism Board. Thus, in overage in revenue will drive a corresponding overage in
expenditures.

~  Actual expenditures and transfers of the Transportation Tax Fund exceeded budget by $231,083 or
approximately 38%. This excess expenditure is due to accrual of capital project costs for work that was
completed before September 30, The expenditure is covered by the combination of an excess over
budgeted revenudes of $174,743 in grant proceeds and $24,219 in tax revenues.

F. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
managemént to make estimates and assumptions that affect certain reported amounts and disclosures;
Accordingly, actual results may differ from those estimates.

G._Intra-governmentsl Reveriue
The proprietary funds remit to the General Fund a budgeted percent of revenue as payment for management and
accounting services rendered by the General Fund and use of easements. The percent remitted for the year ending
September 30, 2014 i5 5%.

H. Future Accounting Pronouncements

This report does not incorporate GASB Statement No. 67, Finoncial Reporting for Pension Plans—ar amendment of
GASRB Statement No. 25; GASB Statemerit No. 68, Accounting and Financiol Reporting for Perisions—an amendment
of GASB Statement No. 27; and GASB 71, Pension Transition for Contributions Made Subsequent to- the
Measurement Dote. The City will adopt and implement these statements at the required fime.

I Adoption of New Accounting Pronourncements

This report incorporates GASB Statement No. 69, Government Combinations dnd Disposals of Government
Operations; and GASB 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees.

J. Prior Period Adjustments

No prior period adjustments were made in connection with the financial statements contained herein.

NOTE 2 —~ CASH AND INVESTMENTS

Deposits Include all funds held in checking accounts, money market accounts; and cash on hand. Unrestricted
invéstments include certificates of deposit with original maturities of not greater than three months. For cash flows
purposes these are considered cash equivalents. Deposits and investments are stated at either cost or fair value based on
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NOTE 2 ~ CASH AND INVESTMENTS - continued

which best approximates market. Restricted investments include amounts held in trust as required by certain bond
covenants and certificates of deposit with maturities of greater than three months.

The City complies with Missouri state statutes and allows investments in obligations of the United States, the State of
Missouri, certain bonds of political subdivisions within Missouri, and out-of-state municipal bonds, provided they are
rated in the highest nationally ranked category.

Missouri statutes require that the depository institution must collateralize all funds on deposit in financial institutions
with appropriate securities to the extent not provided by FDIC insurance. At September 30, 2014, the bank balances of
the City's deposits were covered by federal depository insurance or by collateral held: by the City's agent in the City's
name. At September 30, 2014, the bank balances inthe City's checking accounts were $8,413,084, Pledged securities held
by the bank in the City's name had a market value of $10,256,572,

Total cash and investments; as of September 30, 2014, consist of the following:

Type _ Amount Reconciliation to the Statement of Net Position

Cash on Hand ] 1,184 Current Assets
Deposits 6,642,804 _Cash and Cash Equivalents $ 5,585,035
Money Ma ket Accounts 677,291 investments 0
Certificates of Deposit 17,000 ' 5,585,035
Money Market Mutual Funds 93,428 Noncutrrent Assets:
‘United States Treasury Bills 8,177,000 Cash and Cash Equivalents - Restficted 9,886,229
State & Local Government Bonds 395 Investments 2 421g779
Guaranteed Investrment Contracts 1,759,100 12,308,008
United States Treasury Notes 524,741

Total Deposits and Investments S 17,893,043 $ 17,893,043

Interest Rate Risks and Credit Risks

Interest rate risk is the risk that the fair value of investrnents will fall dué to changes in general interest rates. Credit risk is
the risk that an issuer or other colnterparty to an investment will not fulfill its obligations. Credit risk is measured using
credit quality ratings of investments in debt securities as described by nationally recognized rating agencies such as
Standard & Poor's and Moody's, The maturities of investments and credit quality ratings held by the City at September
30, 2014 are as follows:

Investment Maturities -
Less Than Credit Quality

Type o Fair Valug One Year 1-5 Years 6-10years Rating
Certificates of Deposit ‘ S 17,000 § 17,000 $ 0 s 0 N/A
United States Treasury Bills 8,177,000 8,177,000 0 0 N/A
Money Market Mututal Funds 93,428 93,428 0 0 AAAM
State & Local Government Bonds* 395 0 0] 395 AAA
Guaranteed Investment Conhtracts** 1,759,100 0 ] 1,759,100 F.y.
United States Treasury Notes*** 524,741 0 0 524,741 AAA

* The State & Local Government Bonds are guaranteed by the United States Treasury.
** While the Guaranteed Investment Centracts mature in 6-10 yéars, it should be noted that this investment typeis
not subject to interest rate risk.
*¥% United States Tredsury securities are guarariteed by the United States Government:
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NOTE 2 — CASH AND INVESTMENTS - continued

Restricted Cash and Investments
Certain proceeds of the City’s bonds, as well as certain resources, are set aside for debt service, capital projects and other
special purposes and are classified as restricted on the balance sheets and statement of net position because they are

maintained in separate bank accounts and their use is limited by debt covenants or other statutory provisions, At
September 30, 2014, the balarice of the restricted assets is $12,308,008.

NOTE 3 ~ PROPERTY TAXES

Property assessed values are determined by the St. Francois County Assessor: The City levied a property tax at the rate of

$0.4448 per $100 of assessed valuation to be used for general revenue purposes. The City's property taxes are billed and
collected by the St. Francois County Collector and subsequently remitted to the City. Taxes are levied on October 1 and
mailed to residents in November, and are payable on or before January 1 of the following year. Property tax revenues are
recognized when billed. All unpaid taxes become delinquent after January 1 at which time the property taxes attach as an
enforceable lien on the property if unpaid.

NOTE 4 ~ ACCOUNTS RECEIVABLE AND PAYABLE

Accounts Receivable

in the governmental fuhds, the majority of the accounts receivable balance consists .of sales and fuel tax revenues due
from the state, municipal court receivables, economic activity taxes due to the Tax Increment Finance Districts from
outside entities, grant reimbursemients, and cost-sharing payments due from Farmington R-7 School District. Other
receivables due include a telecom license tax, property taxes, hotel taxes, and prefunded flexible spending-account
monies due from employees. These receivables are recorded when they are both measurable-and available.

in the proprietary funds, the accounts receivable balance consists primarily of amounts dué from customers for Utility
services provided and Missouri Department of Transportation grant reimbursements. Utility receivables are recorded
when the earning process is complete and services have been provided. Other receivables due include Civic Center
memberships, paymeanis for airport fuel purchases, and airport rentals/leases.

The City considers these accounts receivable fully collectible, except for the municipal court and property tax receivables.
Therefore, only an allowance of $380,392 is recorded for uncollectible balances {municipal court receivables uncollectable
allowance of $366,231; property tax receivables unicollectible allowance balance of $14,161).

Accounts receivable balances at September 30, 2014 are as follows:

. Accounts Grants Taxes Total Bad Debt
Receivable Recelvable Receivable Receivable Allowance NetReceivable

Governmental Activities:

General S 880,234 § 29,071 $ 797,395 § 1,706,700 S 380,392 $ 1,326,308
Capital Projects 4] ¢ 282,982 282,982 0 282,982
TIF Districts 281,000 4] 0 281,000 0 281,000
Transient Tax 0 4] 32,565 32,565 0 32,565
Stormwater and Parks Tax 0 0 141,469 141,469 0 141,469
Transportation Tax — 0 174,808 141,468 316,276 . 0 316,276

Total Governmental Activities $ 1,161,234 $ 203,879 S 1395879 $ 2,760,992 $ 380,392 S 2,380,600
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Accounts Grants Taxes Total Bad Debt
Business-Type Activities:

Civic Complex 8 32,468 $ 0 s 0 § 32469 & 0 % 32,469
Airport 29,700 1,018,972 8] 1,048,672 0 1,048,672
Waterand Electric Utility 2,921,527 0 0 2,821,527 0 2,921,527
Sewer Utility 272,392 0 g 272,392 0 272,392
Total Business-Type Activities 5§ 3,256,088 51018972 § 0 S 4275060 % 0 .S 4275060

Accounts Payable ‘

Accounts payable balances consist of amounts due to and expected to be paid within one year. The payable balances
include payments to vendors, employees, and interest. Items for which service or product has been received, but 3
vendor invoice had not yet been received at September 30, 2014 have been accrued. Governmental activities reported
accounts payable in the amount of $1,043, 967. Business-type activities reported accounts payable in the amount. of
$1,800,639; of which.$1,269,203 was due to a sirigle vendor for the: electrlc utility's purchase of power for the month of
September,

Payable balances at September 30, 2014 are as follows:

Paymients to Payments 10 " Interest Taxes Total

Governmental Activities:
General S 157,347 ] 2?04230 5 0 s 11,871 S 439,448
Debt Service 0 0 103,341 D 103,341
Capital Projects 253,576 0 0 0 253576
TIF Districts ( 685 0 1] 0 685
Transient Tax 70,842 0 B g 70,842
Stormwater & Parks Tax 500 0 0 0 500
Tranpsortation Tax 175575 . . o 0 0 175,575

Total Governmental Activities "§ 658525 5 270230 S 103,341 $ 11,871 S 1,043,967

Payments to Payments to Intérest Taxes Total
Business-Type Activities:
Civic Complex $ 28,915 $ 38313 S ¢ $ 1,975 $ 69,203
Airport 3,813 2,137 0 102 6,052
Water and Electric Utility 1,433,153 73,960 47,377 88,333 1,642,823
Sewer Utility 20,880 48,7399 10,741 2641 82,561
Total Business-Type Activities $ 1,486,761 ¢ 162,709 5 58,118 $ 93,051  $ 1800639
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Capital assets are depreciated over the useful life of the asset as outlined in Note 1. Total depreciation expense for the
year was $3,627,287. Depreciation is charged to the followirig functions in the statement of activities as follows:

Current Depreciation

Governmental Busihe‘ss#y‘pe
Function/Program . __Activities Activities:
Gehetal Government 8 30,617 8§ 0
Public Safety 316,199 0
Stréets and Public Works 917,515 0
Culture and Recreation 101,438 0
Civic Complex 0 423,853
Airport ¢ 287,537
Electric 0 452,488
Water 0 388,010
Sewer o 0. 709,530
Total .S 1365769, S 2,261,518

Changes in fixed assets for the governmental activities are as follows for the year ended September 30, 2014:

Balance,
September 30, Balanée,
2013 - September 30,
Res tated* Additions __Deletions .2014.
Gover tal Activities:
Capital Assets, not depreciated
land § 1962942 3 304,000 § 0% 2,266,942
Coristruction in Progress ] 1,835,805 , 0 1,835,805
Total Capital Assets, not depreciated 1,962,942 2,139,805 : 0 4,102,747
Capital Assets, depreciated
Buildings : 7,348,568 371,447 0 7,720,015
land Improvements 449,904 0 0 449,804
{nfrastructure 25,908,507 1,546,697 0 27,455,204
Furniture, Machinery & Equip 1,795,113 89,723 29,580 1,855,256
Vehicles 3,624,400 265,957 0 3,880,357
39,126,492 2,273,824 29,580 41,370,736
Less Accumulated Depreciation 14,053,303 1,365,768 29,580 15,389,492
Total Capital Assets, depreciated 25,073,189 908,055 o0 25981,244
Capital Assets, Net $ 27,036131 $_ 3,047,860 S 0§ 30,083991

*An audit was performed of the asset classifications and September 30, 2013 balances are restated: Total assets and depreciation did not change;
however some assets were reclassified to a more appropriate class.
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Changes in fixed assets for the proprietary activities are as follows for the year ended September 30, 2014:

Balance, Balance,
Septémber 30, September 30,
2013 Additions Deletions. 2014
Proprietary Activities:
Capital Assets, not.depreciated . .
tand $ 745,816 S o 8 o s 745,816
Constructionh in Progress ) 256,973. R 597,792 . 181,856 682,909
Total Capital Assets, not depreciated 1,012,788 597,792 181,856 1,428,725
Capital Assets, depreciated
Buildings 18,407,363 53,095 0 18,460,458
Infrastricture 52,783,303 2,218,278 0 55,001,581
Furniture, Machinery & Equip’ 1,685,769 21,874 0 1,707,643
vehicles 1,111,267 _ 251,127 0 1,362,394
73,987,702 2,544,374 0 76,532,076
Less Accumulated Depreciation 26,000,971 2,261,518 0. 28,262,489
Total Capital Assets, depreclated 47,986,731 282,856 . Y] ' 48,269,587
Capital Assets; Net S 48,999,520 $ 880,648 5 181,856 5 49,698,312

NOTE 6 — OPERATING LEASES

The City has an operating lease oh the land at the Senior Center. The lease term is. from October, 2009 through
September, 2029. Annual rent is $1,200. The future minimum rental payments for the future years are as follows:

YeatEnded September 30 __Tota!
2015 s 1,200
2016 . 1,200
2017 1,200
2018 1,200
2018 1,200
2020-2024 6,000
2025-2029 6,000

Total Minimum Rental Payments 5 18,000

NOTE7Z — C_AP!TAL- LEASES .

Governmental Activities:

The City has entered into capital leases for the financing of various egquipment and facility construction and
improvements. A description of the property leased and detail of the leases are described below. Obligations under
capital leases are stated at the original fair market value of the leased assets capitalized, iess the payments made;
discounted at the interest rate implicit in the lease.
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Certificates of Participation

The City entered into a capital lease to finance capital improvements through a financing arrangement with UMB
Bank, Under the arrangement, the bank issued certificates of participation in the amount of $7,955,000 on July 1, 2005
to finance the improvements. The scheduled lease payments the City makes to the bank will be used to pay the debt
service on these certificates. The lease payments are due in instaliments ranging from $630,000 to $1,710,000 which
began in April 2006 and continue through April 2014. Interest is payable each October 1 and April 1% at 3.58%.
There is no balance due as of September 30, 2014.

On March 25, 2014 the City ehtered into a capital léase with US Bank National Association to finance the tonstruction
of a new municipal library, renovations to the current police station; and additions to the Water Park. Under the
arrangement the bank issued certificates of participation in the ainount of $8,650,000. The scheduled lease payments
the City makes to the bank will be used to pay the debt service on these certificates. The lease payments are due in
installments ranging from $785,000 to $960,000. Interest is payable each October 1™ and April 1% at 2.0% to 3.1%. The.
debt payment schedule anticipates final payment and retirement of the debt April 1, 2024. At September 30, 2014,
there remairis an unipaid balance of $8,650,000.

Capital Lease Obligations

The fire station project lease was entered into on Septeriber 10, 2009 with Missouri Association of Municipal Utilities
for the amount of 54,305,000, Lease payments. are due in monthly instaliments including interest ranging from
$12,000 to $25,000 beginning October 20, 2009 until final payment on Augtst 20, 2029. The baldnce at Septemiber 30,
2014 is $3,490,000.

The City entered into a capital lease with US Bancorp on February 24, 2014 for the purchase of @ 2014 Pierce Quantum
PUC Rescue Pumper Fire Apparatus, Lease payments are due in three annual installments of $278,527, which include
interest at an interest rate of 1.21%. The debt payment schedule anticipates an initial payment due February 24, 2015
with final payment and retirement of the debt February 24, 2017. At September 30, 2014 there is a principal balance
of $815,761.

Business-Type Activities:

The City entered into capital leases to finance improvements for the wastewater treatment infrastructure and water
system improvements. A description’ of the property leased and the details of the lease arrangements are described
below. Obligations under capital leases are stated at the original fair market value of the leased assets capitalized, less the
payments made, discounted at the intérest rate implicit in the lease.

Certificates of Participation

The City entered into a capital léase to finance water systern and wastewater treatment systemn capital improvements
through a financing arrangement with The Bank of New York Mellon Trust Company. Under the arrangement, the bank
issued certificates of participation in the amount of $5,555,000 on May 3, 2011 to finance the improvements, The
scheduled lease payments the City makes to the bank will be used to pay the debt service on these certificates. The
Jease payments are due in instaliments ranging from $445,000 to $1,135,000, which began in May 2012 and continue
through May 2021. Interest is payable each November 1* and May 1* at 2.0% to 3.8%. The balance at September 30,
2014 is $4,200,000, of which $3,425,000 is allocated to the utility fund for the water system and $775,000 is allocated
to the sewer fund.

46



CITY OF FARMINGTON, MISSQUR!
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

NOTE 7 —~ CAPITAL LEASES - continued

Future minimum lease obligations and the net present value of these minimum lease payments as of September 30, 2014
are as follows:

Governmaertal Business-Type
YearEnded September 30 Activities Activities ___Total ,

2015 1,577,517 1,062,233 2,638,750

2016 1,580,186 1,047,245 2,627,431

2017 1,576,104 1,040,095 2,616,199

2018 1,300,367 1,026,780 2,327,147

2018 1,300,472 1,021,540 2,322,012

2020-2024 5,495,778 2,567,507 9,063,285

2025-2029 1,534,067 0D . 1534067

Total Minimum Lease Payments 15,364,491 7,765,400 23,129,891
Less Amount Representing Interest & Fees 2,408,730 1,210,400 3,619,130
Present Value of Minimum Lease Payments 3§ 12,855,761 & . 5,555,000 & 19,510,76‘1

Assets under capital leases at September 30, 2014 include:

Accumulated

| AssetT issefCost  Depreciation  BookVal
Land-and Buildings $ 5,347,548 S 274471 5 5,073,077
Mathinery and Equipment 79,503 : 79,503
infrastructure . 5475305 477,396 4,997,909

Total Assets Under Capital Lease  $10,902,356. $ 751,867 $10,150,489

NOTE 8 ~ LONG-TERM DEBT

Revenue Bonds

Series 2000 Sewer System Refunding Revenue Bonds with an original issue of $4,550,000 dated April 1, 2000 is due in
annual installments ranging from $45,000 to $360,000 through July 1, 2021. interest is payable each January 1% and July
1% at 4.6% to 5.7%. The balance at September 30, 2014 was $2,355,000. The bonds are to be repaid solely through sewer
system revenues. The bond covenants require 110% coverage of the debt service for each fiscal year,

Annual debt service requiremenits to maturity for the revenue bands are as follows:

Business-Type Activities

YearEnded September 30 ) Principal Inteérest
2015 315,000 132,750
2016 320,000 114,638
2017 330,000 97,037
2018 335,000 78,723
2019 345,000 59,963
2020-2021 710,000 . 60,990
Total $ . .2,355000 5 544,100
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Due to the State of Missouri

When the City used the 2000 revenue bonds for construction, the State of Missouri put 70% of each construction
payment into a debt reserve account at United Missouri Bank to be used if the City could not make debt service payments
on the bonds. Each year, as the City makes principal payments on the bonds, it pays back the State 70% of that year’s
principal payment. No interest is due on this debt. In fiscal year 2014, the City paid back $213,500. As of September 30,
2014, the balance due to the State is $1,657,569. If the City makes all of the rélated principal payments, the amount owed

to the State will be paid back as follows:

YearEnded.September30  Payment to State
2015 ' 220,500
2016 224,000
2017 231,000
2018 234,500
2019 241,500
2020-2021 506,069
Total $. 1,657,569

NOTE 9.~ CHANGES IN LONG-TERM LIABILITIES

Long-term liability activity for the yéar ended September 30, 2014, was as follows:

Balance Balance
Qctober 1, September 30, Current
2013 Additiss. Deaductions 2014 Portion
Governmental Activities: a
Capital Leases
firestation Lease $3,665000 § 0 $(175000) 5 3,480,000 5 160,000
Fire Pumper Lease g 815,761 0 815,761 278527
Certificates of Participation
Sertes 2005 - Public Works Improverients 758,084 g {759,084} bo] o
‘Series 2044 - Libraty, Police Station &
Water Park limproverénts g BB50,000 . 0. R,650000 785000

Total Governmental Activities

54430084 59465761

$1934,0843 512955 761

$1,223527

Balance Baldnce
October 1, September- Current
2013 Additions . _Deductions . .. 30,2014 Portion
Business-Type Activities: ‘ '
Certificates of Participation
Series 2005 ~ Centene Center 950,916 ] {950,916) 0 0
Series 2011 - Radionuclide Projeck 3,800,000 O {375,000} ‘3,425,000 390,000
Series 2011 - Treatment Plant UV Projec 860,000 [+] (85,000) 775,000 85,000
Revenue Bonds
Series 20004 - West Tréstment Plant. 2,660,000 0 {305,000) 2,355,000 315,000
Due o State of Missourl 1,871,069 0 {213,500] 1,657,569 220,500
Customar Deposits . 384,053 33,337 g 417,390 a
Total Business<Type Activities 5 10;5265038 $ 33,337 § {1,929,4186) %629,959 % 1,010,500
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NOTE 10 ~ DEFERRED AMIOUNTS RELATED TO NET POSITION

Governmental activities report deferred outflows of resources in the amount of $815,761 representative of money held
on deposit by Pierce Manufacturing Inc, pending completion of the manufacture of a Pierce Quanturm Pumper which was
ordered by the City in March 2014,

Governmental activities report deferred inflows of resources in the amount of $20,061 for money placed on deposit by
developers to cover administrative costs related tax increment financing projects. The amount will be recognized as

revenue at such time as reimbursable expenses are generated.

Business-type activities report a deferred inflow of resources in the amount of $5,185 for prepayment of facility deposits
at the Civic Center for future use. These amounts will be realized as revenue in the future upon use of the facility.

NOTE 11— INTEREST EXPENSE

Durmg the year ended Septe’mber 30 2014 $497,360 of in‘ter‘est has been dir’ectiy charged to the various-City functions.

Eunction Amount
Culture & Recreation 5 89,5807
Streets and Public Works 13,590
Public Safety 88,467
Civic Complex. 17,019
Water Utility 118,080
Sewer Utility 170,297
$ 497,360

NOTE 12 — INTER-FUND TRANSACTIONS

Inter-Fund Receivables and Pavables
inter-fund receivables and payables are current amounts owed between funds within the City. The following details the
amounts and purpose of the inter-fund receivables and payables at September 30, 2014.

= A temporary loan in the amount of $12,937 is owed to the General Fund from the Storm Water Fund for
payment of capital projects work completed prior to the receipt 6f tax revenue. The loan is to be repaid once
additional tax revenues are received.

~ A témporary loan in the amount of 569,824 is owed to the General Fund from the Transportation Fund for
payment of capital projects work completed prior to the receipt of tax revenue: Loan is to be repaid once
-additional tax revenues are received,

~  Atemporaryloan in the amount of $969,111 is owed to the General Fund from the Airport Fund which is payable
upon receipt of a grant reimbursement from Missouri Department of Transportation for expansion work at the
airport.

—~ The Special Allocation Fund is owed a total of $114,147 for those monies required to be transferred as
incremental economic activity taxes under the tax incremerit financing developrment plan. This balance includes
amounts for taxes accrued as of September 30, 2014. The amount owed by fund is: General Fund $57, 074 .
Storm Water & Parks Fund $14,262, Transportation Fund $14,262 and Capital Projects Fund $28,543.
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NOTE 12 - INTER-FUND TRANSACTIONS - continued

inter-fund Transfers

During the year ended September 30, 2014, the following inter-fund transfers took place between the various City funds:

Fund Transferred To  Eund Transferred From Amount Purpose 6f Transfer

General Special Allocation $ 75,400 Funds declared as surplus and returned to taxing entities
General Special Allocation 295,038  TIF Funds utilized for improvements to City Hall
General Storm Water & Parks 208,105 Parks operating costs

Debt Service Special Allocation 240,940 Firestation Debt Payment

Debt Service Capital Projects 517,638 Cettificates of Participation payments

Special Allocation General 706,922 Karsch-Downtown TIF Incremental EATs tax:

Special Allocation General 24,478 Highway 87 TIF Incremental EATs tax

Special Allotation Storm Water & Parks 78,310 Karsch-Downtown TIF Incremental EATs tak

Special Allocation Storm Water & Parks 6,094 Highway 67 TIF Incremental EATs tax

Special Allocation Transportation 78,311 Karsch-Downtown TIF Incremental EATs tax

Special Allocation Trahsportation 6,094 Highway 67 TIF Incremental EATs tax

Special Allocation Capital Projects 103,419 Karsch-Downtown TIF Incremental EATS tax

Special Allocation Capital Projects 12,239 Highway 67 TIF Incremerital EATs tax

Storm Water & Parks'  Special Allocation 17,150 Projects completed within TIF districts

Transportation Special Allocatiofi 75,000 Projects completed within TIF districts

Capital Projects Speécial Allocation 32,200 Projects. completed within TIF districts

Civic Complex Capital Projects 525,863 Certificates of Participation payments

Civic Complex General 185,000 Operating subsidyand reserves replenishiment
Airport Transportation 119,394 Fund capitdl grant match for airport expansion project

NOTE 13 ~ CONCENTRATION OF REVENUE

Approximately 23% of the sales tax revenue of the City is genéerated by one ¢tustomer.

Missouri Revised Statute 302.341.2 requires that any funds generated from fines and court costs for traffic violations,
including amended charges, which are In gkcess of 30% of the annual général operating revenue of a City, be sent to the
director of the department of revenue for distribution to the schaols within the county. As evident on the Government
wide Statement of Activities, the City's general revenues for the year ending September 30, 2014 are $11,962,630, of
which 5424,132, or 3.5%, are revenues generated from firies and court costs.

NOTE 14~ SPECIAL ITEMS

A special item is an item that is either unusual in nature or infrequent in occurrence and subject to management control.
In October 2013, Christiah Health Services Development Corporation donated approximately 1.5 acres. of land as the
future site of the new municipal library. The value reported to the City for the land was $304,000. The City deemed this a
fair market value based on other commercial lots and recorded the property on the books at said value. '

NOTE 15 ~ RISK MANAGEMENT

The City is exposed to a variety of accidental losses and has established a risk management strategy that attempts to
minimize losses and the carrying cost of insurance. The City is a member participantina public‘entity risk- pool, whichisa
corporate and political body created pursuant to Missouri Statute Chapter 537.70. The purpose of therisk pool is to
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NOTE 15 ~ RISK MANAGEMENT - continued

provide liability protection to participating public entities, their officials, and employees. Annual contributions are
collected based on actuarial projections to produce sufficient funds to pay losses and expenses. Should contributions not
produce sufficient funds to meet its obligations, the risk pool is empowered with the ability to make special assessments.
Mermbers are jointly and severally liable for all claims against the risk pool,

The City has also purchased commercial insurance for other areas of risk that are not covered by the public entity risk

pool that includes reasonable deductible amounts. The portion of uninsured loss is not expected to be significant with
respect to the financial position of the City.

NOTE 16 = RETIREMENT PLAN

Plan Description

The City participates in the Missouri Local Government Employees Retirement System (LAGERS); an agent multi-employer
public employee retirement system that acts as a common investment and administrative agent for local government
entities in Missouri. LAGERS is a defined benefit pension plan which provides retirement, disability, and death benefits to
plan members.and beneficiaries. LAGERS was created and is governed by statute, section RSMo. 70.600-70.755. As such,
it is the system’s responsibility to administer the law in accordance with the expressed iritent of the General Assembly.
The plan is qualified urider the Internal Reveniue Service Code Section 401{a), and it is tax exempt.

The Missouri Local Government Employees Retirement System issues a pubiicl'y- available financial report that includes
financial statements and required supplementary information. That report may be obtained by writing to LAGERS, P.0.
Box 1665, Jefferson City, MO 65102 or by calling 1-800-447-4334.

Funding Status

The City's full time employees do not contribute to the pension plan. The June 3™ statutorily required contribution rates
are 12.4% [General); 12.2% (Police) and 12:4% (Fire) of annual covered payroll. The contribution requirements of plan
members are determined by the governing body of the political subdivision. The tontribution provisions of the political
subdivision are established by state statute.

Annual Pension Cost and Net Pension Dbligdtion
For 2014, the City’s annual pension cost (APC) and net pension obligation (NPO) for the year were as follows:

Annual reguired contribution 5 610,672
Intarest on net pension obligation 8,555
Adjustment to annual required contribution {9,128}
Annual pension cost 610,103
Actual contributions 610,672
Increase {decrease) in net pension obligation {569)
Net pension obligation begianing of year 118,051
Net pension obligation end of year S 117,482

The annual required contribution {ARC) was determined as part of the February 28, 2011 and February 29, 2012 annual
actuarial valuations using the entry age actuarial cost method. The actuarial assumptions as of February 28, 2014
included:; {a} a rate of return on the investment of present and future asséts of 7.25% per year, compounded dnnually,
(b} projected salary increases of 3.5% per year, compounded annually; attributable to inflation, {c} additional
projected salary increases ranging from 0.0% to 6.0% per year, depending on age and division, attributable to
seniority/mierit, {d) pre-retirement mortality based on 75% of the RP-2000 Combined Healthy Table set back 0 years for
men and 0 years for women afnd {e) post-retirement mortality based on 105% of the 1994 Group Anriuity Mortality table
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set back 0 years for men and O years for women. The actuarial value of assets was determined using technigues that
smooth the effects of short-term volatility in the market value of investments over a five-year period. The unfunded
actuarial accrued liability is being amortized as a level percentage of projected payroll on an open basis. The amortization
period as of February 28, 2011 was 25 years for the General division, 29 years for the Police division, and 23 years for the
Fire division. The amortization period as of February 29, 2012 was 17 years for the General division, 18 years for the
Police division and 6 years for the Fire division,

= info
Year Ended Annual Pension Percentage of APC Net Pension
30-Jun Cost (APC) Contributed Obligation
2012 $ 572,629 92.2% 5 110,409
2013 598,512 98.7% 118,051
2014 610,103 100.1% 117,482

NOTE 17 ~ TAX INCREMENT FINANCING AND COMMUNITY IMPROVEMENT DISTRICTS

Karsch Boulevard-Downtown TIE District

On December 15, 2003, the City adopted tax increment allocation financing (TIF) to fund infrastructure improvements in a
designated redevelopment area outlined in the plan entitled "The Karsch Boulevard and Downtowr Farmingtori
Redevelopment Plan for the Tax Increment Financing District.” The TIF mechanisin is authorized under Sections 99,800
through 99.865 of the RSMo. The redevelopment area qualifies as a conservation area under the state statutes.

The redevelopment plan proposes public activities (projects) to alleviate the existing conditions. The projects will convert
existing deteriorated areas and demolish deteriorated, dilapidated buildings and provide areas for both public and private
buildings, including administrative offices, housing and commercial buildings. The total cost of all of the redevelopment
projects is estimated: to be approximately $80,800,000. This includes the costs of property acquisition, historic
preservation, electrical improvements, street and sidewalks, sanitary sewers, storm sewers, water improvements,
housing construction, commercial building construction; construction of a county courthouse annex, downtown
revitalization, parking improvements, planning, administration, engineering, legal, interest charges and contingencies. On
advice of counsel, and in view of case law since the plari was first adoptéd, the City amended its plan to clearly articulate
the historic preservation grant program and to affirm that the fire station construction was included in the plan:

The redevelopment plan proposes tax increment financing obligations to be duthorized and issued by the City to fund a
part of the redevelopment project cost. The total TIF obligations will not exceed $14,800,000 to which will be added
accrued interest, debt sefvice reserve and issuance cost. The $14,800,000 does not include payments-in-lieu of taxes
{PILOTS) that will be made to individual taxing entities.

The redevelopment plan allocates a portion of local sales tax revenues generated by economic activities (EATS) within the
redevelopment area to pay directly for projects costs or retire the TiF Obligations. In addition, the EATs may be used to
reimburse the City or other taxing jurisdictions for certain eligible costs incurred in constructing public improvements
including, but not limited to, financing costs associated with the public improvements, tegal costs, engineering fees, plan
preparation costs and administration. The redevelopment projects and the TiF obligations were authorized for a 23-year
period following their adoption. This plan anticipates funding redevelopment projects on 4 pay as you go method. The
City, however, may decide to fund several projects up front, and therefore, the plan estimates an annual interest rate of
£.25% on the maximum amount of potential bonds to be issued.

It is anticipated that the redevelopment will support the issuance of $14,800,000 of TIF Debt. However, it is the intent of
this redevelopment plan to declare an amount equal to 100% of all PILOTs as surplus on an annual basis and pass through
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NOTE 17 — TAX INCREMENT FINANCING AND COMMUNITY IMPROVEMENT DISTRICTS - continued

that amount to the individual taxing entities. This plan anticipates a total of 514,708,580 of PILOTs. The actual PILOTs
over the 23 year projected life of the TIF District will depend on the amount of actual development that occurs and may
be more than the projected 520,000,000, but will be limited to the amount of actual PILOTs collected.

On September 11, 2014, the City Council approved a development agreement with Stetty Properties LLC to reimburse
project costs related to the historic preservation of property located at 19 and 23 East Columbia Street. Reimbursement
costs are to be paid frorn the funds on deposit from the District’s economic activity tax and are limited to $129,000.

As of September 30, 2014, no TIF bonds had been issued by the City of Farmington for the Karsch-Downtown TIF District
projects.

Highway 67 TIF District

in October 2005, the City adopted an ordinance approving the redevelopment plan for the Highway 67 tax increment
financing district. This is the second TIF district within the City. Subsequent amendments to the plan were made in 2006
and 2008. The amended plan consists of two redevelopment projects including retail and commercial development, as
well as publicinfrastructiré improvements, The total cost of the redevelopment project is estimated to be approximately
$124,050,000.

The plan proposes to use community improvement districts as well as tax increment financing. obligations to be
authorized and issued by the City to fund a part of the redevelopment costs. The total TIF and CID obligations will not
exceed $42,000,000 to which will be added accrued and capitalized interest, debt service reserve and issuance costs. The
redevelopment projects and the TIF obligations were authorized for a 23-year period following their adoption. This plan
anticipates funding redevelopment projects on a pay as you go- method. The City; however, may decide to fund
several projects up front, and therefore, the plan estimates an annual interest rate of 6.25% on the maximum amount of
potential bonds to be issued.

It is the intent of this redevelopment plan to declare an amount equal to 100% of all PILOTS as surplus on one
development project and 60% on the other on an annual basis and pass through that amount to the individual taxing
entities. This plan anticipates a total of $390,961 of PILOTs. The actual PILOTs over the 23 year projected life of the TIF
District will depend on the amount of actual development that occurs and may be more than the projected $390,961, but
will be limited to the amount of actual PILOTs collected. The redevelopment plans allocate a portion of local sales tax
revenues generated by economic activities (EATS) within the redevelopment area to pay directly for project costs or retire
the TIF Obligations. In addition the EATs may beé used to reimburse the City or other taxing jurisdictions for certain
eligible costs incurred in constructing public improvements including, but not limited to, financing costs associated with
the public improvements, legal costs, engineeting fees, plan preparation costs and administration.

On December 3, 2010, 53,992,507 in Tax-Exempt Tax Increment and Commuriity Improvement Revenue Notes were
issued by the City of Farmington. These were issued in conjunction with Taxable Tax Increment Revenue Notes with an
aggregate principal amount not to exceed $8,242,380. The City’s liability is limited to 40% of the economic activity tax
increment revenues generated by the Maple Valley Plaza Project and aftributable to the project’s development parcel.

In April 2011, the City terminated one of two redevelopment agreements associated with the Highway 67 TIF District for
failing to initiate development pursuant to the terms of the agreement. The intent of the terminated agreement had
been to declare only 60% of its related PILOTS as surplus. Thus, as of the termination of the agreement 100% of PILOTs
are now declared surplus.

In February 2014, the City approved a Redevelopment Agreement between the City, Menards and Priority Property

Holdings, an amendment and restatement of a Redevelopment Agreement between the City and: Priority Property
Holdings, and an amendment and restatement of a Cooperative Agreement between the City, Priority Property Holdings,
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and the District. The agreements were in reference to the purchase of 24.86 acres by Menards to create a retail
commercial development of at least 100,000 square feet with projected sales of $25,000,000 (Menards’ Project Sub-
Area). The Developer and the City entéred into a sales tax rebate agreement in the amount of $4,350,000 with payments
received on a pay-as-you-go basis. All previously outstanding TIF notes are cancelled. The current agreements increased
the maximum annual payout of the EATs increment from 40% to 100%. Menards is a home-improvement store with over
280 stores in 14 states.

GPMVLE Community Improvement District

On February 8, 2012, the City Council approved a petition from GPMVLC to establish a Community Improvement District
at the site of the property formerly the location of Value City. On February 27, 2012 the City Council approved an
intergovernniental agreement with the CID to provide public incentives not to exceed $1,000,000 for the developer to
{ocate a national brand retailer to the site. it is expected that the primaty tenant will occupy at least 50,000 square
feet of the building and will engage in retail sales of at least $8,000,000 annually. The cooperative agreement
provides for the capture of 67.5% of the one cent general sales tax and one-half cent capital improvement sales tax
generated by the site. The agreement further limits the return on irivestment of the developer to 5% of initial
investment, after which the $1,000,000 incentive is reduced proportionately to the margin above 5%.

in Decemnber 2013, the City approved an amendment to the Cooperative Agreement with GPMVLC Community
Improvement District to & project maximum reimbursable amount of $2,500,000 from the previous amount of
$1,000,000. The developer sold: the building, which was being renovated as of September 30, 2014 for the opening of a
Schnuick’s Market, Schnuck’s Markets Ing. is a regional leader in the supérimarket industry operating over 100 stores in 5
states.

NOTE 18 ~ INDUSTRIAL REVENUE BONDS

The City has issued ceftain limited-cbligation bonds for the express purpose of providing capital financing for a specific
third party that is not a part of the City's financial reporting entity. At the same time, the City entered into a lease
agreement with the Borrower; which contains provisions allowing the lessee to purchase the leased property for &
nominal amounit at the end of the lease term, or at earlier dates upon payment of amounts sufficient to redeem the
entire related bond issued by the City, which are then outstanding. Capital Outlay is earmarked to have been purchased
with these bonds to keep from having to pay property taxes on the iteins purchased. Instead of paying property taxes on
this property, Payments In Lieu of Taxes are paid to the City and passed through to the Farmington Educational
Foundation, Inc. for a twenty-five year period with the final payment to be made December 31, 2025, The total amount of
PILOTS outstanding as of September 30, 2014 is 31,630,000, After twenty-five years, the revenue bonds are considered to
be paid off and the borrower will have to begin paying property taxes on all assets still owned that were purchased with
these bonds.

NOTE 19 — LONG-TERIM CONTRACTS

The City is a member of the Missouri Joint Municipal Electric Utility Commission (MJMEUC). The City Administrator
represents the City with respect to MJIMEUC matters. MIMEUC manages a power pool known as Missouri Public Energy
Pool #1 (“MoPEP”). The City is a member of MoPEP. All MoPEP mémbers {including the City) have an agreement (the
“MoPEP Agreement”) with MIMEUC for the purchase of electric capacity and energy from MIMEUC. The MoPEP
Agreement requires MJMEUC to supply the full energy requirements of the City and includes a procedure for the City to
dedicate its. capacity to MoPEP,
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MoPEP operations are governed by a committee {“Pool Committee”) corisisting of one representative from each MoPEP
member and is comprised of 35 members as of September 30, 2014. The Pool Committee is charged with setting rates
for all services provided by MIMEUC to MoPEP members. These rates include recovery of all of MIMEUC's costs {the
“Direct Costs”) incurred in connection with acquiring, providing, arranging or financing the provision of full requirements
service to MoPEP members, Such rates are based upon an annual budget and include, but are not limited to, all
payments MIMEUC is required to make, or reserves or coverage MIMEUC is required to maintain, pursuant to any bond
indenture, financing lease or joan agreement or other financial contract in order to procure, deliver, or finance resources
intended to provide full requirements service, without regard to whether.any particular resource is available to or used by
any particular MoPEP member. Direct Costs also include amounts required to fund MoPEP capital and/or operating
reserves as rmay be established from time to time by the Pool Committee. The rates are established so as to charge each
MoPEP member {including the City) its proportionate share of all costs associated with MIMEUC's performarice under the
MoPEP Agreement. Charges based on such rates are assessed and billed monthly. Rates are required to be established at
least annually and adjusted to recognize variances between budgeted and actual costs at least every six months.

To meet the power and energy requiremerits of the City and the other MoPEP members, MIMEUC presently obtains
nower and enefgy from the following resources: (i) power purchased under long-term firm energy contracts, unit-
contingent energy contractsand interruptible contracts; {ii) MIMEUC owned generation; (i} member capacity; and
{iv) spot market purchases. The City purchases its full energy fequirements from MIMEUC pursuant to the MoPEP
Agreement, but does not have any ownership interest in MIMEUC's resources,

In the event a MoPEP member would cancel the MoPEP Agreement; the member would remain responsible for its
allocated share of MIMEUC's Direct Costs associated with all resource obligations entered into by MIMEUC for MoPEP
prior to the notice of cancellation. MIMEUC would utilize or sell the member's dllocdted share of output in exchange for
providing the memiber a credit or offset equal to the fair market valug of the output up to the amount of the member's
obligation. As a result, the member would have a financial obligation after cancellation in the event that the fair market
value of the dutput is less than the member’s allocated share of MIMEUC's Direct Costs with respect to the resource
obligations at the time of cancellation. Since the amount of the cancelling member’s obligation would depend on
MIMEUC’s Direct Costs after cancellation and the fair market value of the output at such times in the future, the amount
of the obligation is niot reasonably determinable. Currently, the City has no plans or intentions to begin cancellation
proceedings,

NOTE 20~ SUBSEQUENT EVENTS

Airport Land and Easemerit Acguisitions

As part of @n ongoing expansion project at the City's airport, the City is making continued negotiations to acquire property
and avigation easements adjacent to the Farmington Regional Airport. A$ part of this project, the City has acquired eight
properties and one avigation easement as of September 30, 2014. Current project plans include the acquisition of an
additional fourteen avigation easements and one property.

Mineral Area Community Improvement District :
On December 11, 2014, the City Council adopted an ordinance establishing the Mineral Area Community Improvement

District {CID) for the purpose of providing public assistance to eliminate blighted conditions including the redevelopment
of streets and storm water to improve safety and traffic control. The district includes approximately 18.5 acres
encompassing the Mineral Area Shopping Center and adjacent outlots. At that same meeting, the City Council approved a
development agreement between the CID, Jones Farmington Properties LLC and the City. The CID agreement authorizes
the District to impose a maximum one percent {1%) sales tax and a maximum real property tax of $1.00 per 5100 of
assessed valuation, 45 well as a special assessment of twenty-five cents {$0.25) per square foot of land in a given taxyear.
Proceeds from the imposed taxes and assessment will be used to reimburse eligible costs as defined by the agreement.
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Farmington Land ABG Comrhunity Improvement District

On January 26, 2015, the City Council considered the first reading of an ordinance to establish the Farmington Land ABG
Community Improvement District on property lotated on US Highway 67 for the purpose of providing public assistance to
eliminate blighted conditions and assist in the development of the property. The major tenant for the site is a planned
Rural King retail store. The proposed redevelopment agreement by and between the City of Farmington, the Farmington
Land ABG Community Improvement. District {CID), and Farmington ABG, LLC provides certain public assistance to the CID
to assist the developer with funds necessary to eliminate the blighted conditions. The proposed agreement will permit
the CI0 to retain 50% of the City's one zent general and one-half cent tapital improverment sales tax to reimburse the
developer for the actual cost plus interest for the eligible project expenses, The proposed term of the agreement i§
twenty years. The City Courncil approved the CID and the redevelopment agreement at its February 12, 2015 regular
meeting.

Highway 67 Tax Increment Financing District

On January 6, 2015, the City Council convened the Tax Increment Financing Commission to schedule a public hearing for
the purpose of revising the Highway 67 Tax Increment Financing District Plan to amend the boundaries of the district. The
purpose of the proposed amendment is to remove all propetty not incorporated by the Menards’ Project Sub-Area from
the district boundary. The TIF Commiission held a public hearing February 24; 2015 to hear comment on the amendment.
The Commission voted 16 présent the City Council with a resolution recommending the amendment.

Property Acduisition

The City utilized funds of the Karsch-Downtown Development District to purchase property located in the disteict. The
first of the two properties purchased is a commercial building lotated at 1 and 3 North Jefferson Street. The second
property Is a residential home at 211 North A Street which sets on the block of the hew library. The City intends to
revitalize the property located on North Jefferson Street with available TIF funds and intends to resell all or part of
business locations in the future. At the time of purchase, the City assumed the leas® in place on 1 North Jefferson Street.
Subsequent to the purchases, the City entered into a lease with Andiem Properties LLC to rent the 3 North Jefferson
Street location and a lease with Brad Morgan to lease the residence at 211 North A Street.

Capital Lease for Acquisition of Equipment

At the February 23, 2015 council meeting, the City Council approved a capital lease with US Bancorp Government Leasing
and Finance Inc. in the amount of $327,211 for the purchase of a Sewer Vacuum Truck. The term of the lease is 60
months,

NOTE 21 — RELATED PARTY TRANSACTIONS

The Mayor of the City of Farmington holds a position on the Board of Directors at a financial institution with which the
City conducts -business. At September 30, 2014, the City had deposits of $8,413,084 at this financial institution.
Additionally, the Mayor rents a hangar at Farmington Regional Airport. The rental is at the standard rate of $50 per
month offered to the genieral public. Renters are given the option of paying rent on a monthly, quarterly, semi-annual or
annual basis. At September 30, 2014, the Mayor had no balance due on account for hangar space rental.

The City leases rental property to multiple City employees. The properties were purchased for a future airport expansion
and have been leased short term priof to demolition. As of September 30, 2014, City employees leasing from the City
include Casey Barnhouse, Water Foreman, and Dan Duncan, Dispatch Supervisor. These ermployees are paying $450 and
$500 per ronth respectively. Monthly lease amounts are based on market.
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The amount of net position restricted by enabling legislation at September 30, 2014 1s as follows:

Net Position at

Fund September 30, 2014

Capital Projects $ 8,537,017

Special Allocation 891,427

Storm Water & Parks 236,276

Transportation 7 161,135
Total S 9,825,855
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REVENUES

Sales Tax

Real and Personal Property Tax

Grants & Donations

Motor Fuel and Vehicle Tax

Utility, Gross Receipts, and Other Taxes
Municipal Court Fines and Fees

Charges for Services

Interest Income

Administrative Pilot Payment

Other

Total Revenue

EXPENDITURES

General Government
Administration
Public Safety
Police:
Municipal Court
Fire
Streets and Public Works
Street
Public Works
Maintenance
Culture and Recreation
Park
Library
Capital Qutlay

Total Expenses

EXCESS OF REVENUES DVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES{USES)
Transfers In

Transfers Out

Gain/Loss on Asset

Insurance Proceeds

Lease Proceeds - Net of Issuarice Costs

Total Other Financing Sources{Uses)

EXCESS OF REVENUES AND TRANSFERS
OVER {UNDER) EXPENDITURES

FUND BALANCE, OCTOBER 1, 2013

FUND BALANCE; SEPTEMBER 30; 2014

CITY OF FARMINGTON, MISSOURI
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
GENERAL FUND

Year Ended September 30, 2014

Appropriated Budget Amounts Positive {Negative)
Original Final . Actual Variance
I3 3,300,000 $ 3,300,000 $ 3,512,128 $ 212,128
834,000 829,600 829,008 {592}
419,500 405,000 430,590 25,550
575,000 595,000 609,567 14,567
694,000 694,000 744,047 50,047
431,300 431,300 424,132 {7,168)
138,300 202,400 216,850 14,450
1,000 1,000 2,628 1,628
1,298,500 1,345,600 1,342,382 {3,218}
22,100 - 23,100 19,173 o (3,927)
7,713,700 7,827,000 8,130,505 303,505
1,269,100 1,223,600 1,184,343 39,257
2,308,300 2,334,800 2,261,304 73,496
117,400 97,400 86,902 10,498
1,086,300 896,900 836,018 60,881
751,600 810,800 751,508 58,297
372,600 375,100 362,920 12,180
472,300 471,600 467,638 3,962
597,100 585,100 567,686 17,404
298,000 298,000 290,144 7,856
744,800 2,099,800 1,196,050 . 803,750
8,018,100 9,193,100 8,004,519 1,188,581
(304,400} (1,368,100} 125,986 1,492,086
460,400 585,400 578,544 {6,856)
{285,600) {375,100} (416,400} {41,300)
10,000 10,000 7,000 (3,000}
20,000 20,000 58,453 38,453
840,000 815,761  (24,239)
204,800 1,080,300 1,043,358 . {36,842)
5 {99,600} & {285,800} 1,169,344 3 . 1,455144
2,321,441

$ 3,490,785

The accompanying notés are an integral part of these financial statements.
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CITY OF FARMINGTON, MISSOURI

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

REVENUES

Interest Income
Total Revenue

EXPENDITURES

Debt Service Interest and Fees
Debt Service Principal

Total Expenditures

EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES{USES)

Transfer In
Transfer Out

Total Other Financing Sources {Uses)

EXCESS OF REVENUES AND OTHER SOURCES
OVER (UNDER} EXPENDITURES

FUND BALANCE, OCTOBER 1, 2013

FUND BALANCE, SEPTEVIBER 30, 2014

IN FUND BALANCES-BUDGET AND ACTUAL
DEBT SERVICE FUND

Year Ended September 30, 2014

Appropriated Budget Amounts Positive (Negative)
Original ) Final Actual ~ Variance
5 50,000 S 70,000 $ 70,314 $ 314
50,000 70,000 70,314 314
151,900 255,400 254,791 609
934,100 934,100 934,084 _ _ v 18
1,086,000, .. 1,189,500 1,488,875 L 625
(1,036,000) {1,2419,500) {1,118,561) 939
683,100 766,600 758,577 (8,023)
0 0 " 0. . ... 0
683,100 766,600 758,877  __ (8,023)
$  (352,900) $ (352,900 {359,984) 5 ) {7,084),
392,484
8 32,500

The accompanying notes are an integral part of these financial statements.
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CITY OF FARMINGTON, MISSOURI
STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
TRANSIENT TAX FUND

REVENUES

Transient Tax Income
interest income

Total Revenue
EXPENDITURES
General Goveroment
Total Expenditures
EXCESS OF REVENUES OVER
{LINDER) EXPENDITURES
OTHER FINANCING SOURCES(USES}):

Transfars in
Transfers Out

Total Othér Finaricing Sources(Uses)

EXCESS OF REVENUES AND TRANSFERS
OVER {UNDER] EXPENDITURES

FUN_D BALANCE, OCTOBER 1, 2013

FUND BALANCE, SEPTEMBER 30, 2014

The accompanying notes are an integral part of thése financial statements,

Year Ended September 30, 2014
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Appropriated Budget Ambunts Positive (Negative)
Qriginal Final Actual Variance
5 200,000 200,000 233,046 $ 33,046
0 0 51 51
200,000 200,000 233,097 33,097
200,000 200,000 233,097 {33,097}
200,000 200,000 233,087 {33,097}
0 0 0 0
0 0 0 0
0 0 0 0
0 .0 0 0
5 0 _ 0 0 5 0
0
8]



CITY OF FARMINGTON,; MISSOUR!

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL

REVENUES

Sales Tax
Interest Incomea

Total Reveniie
EXPENDITURES
Capital Expenditures
Total Experiditures
EXCESS OF REVENUES OVER
{(UNDER) EXPENDITURES
‘OTHER FINANCING SOURCES{USES}

Transfers In
Transfers Out

Total Other Financing Sources(lUses)

EXCESS OF REVENUES AND TRANSFERS
OVER {UNDER} EXPENDITURES

FUND BALANCE, OCTOBER 1, 2013

FUND BALANCE, SEPTEMBER 30, 2014

STORM WATER AND PARKS TAX FUND

Year Ended September 30, 2014

Appropriated Budget Amounts

Positive {Negative)

Original Final Actual Variance
§ 825,000 $ 825,000 § 849,218 5 24,218
0 _ .0 108 109
825,000 825,000 849,327 24,327
607,000 705,000 682,670 122,330
607,000 705,000 682,670 22,330
218,000 120,000 166,657 46,657
75,000 75,000 5,161 (69,835)
{293,000) {293,000} {292,510} 490
{218,000) {218,000} {287,349) {69,349)
$ 0 $ {98,000) {120,692) S _{22,8692)
356,968
$ 236,276

The accompanying notes are an integral part of these financial statements.
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CITY OF FARMINGTON, MISSOURI

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
TRANSPORTATION TAX FUND

REVENUES
Sales Tax »
Grants and Donations
Interast income

Total Revenue
EXPENDITURES
Capital Expenditures

Total Expenditures
EXCESS OF REVENUES OVER

{UNDER) EXPENDITURES

OTHER FINANCING SOURCES{USES)

Transfers In
Transfers Out

Total Other Financing Sources{Uses)

EXCESS OF REVENUES AND TRANSFERS
OVER (UNDER) EXPENDITURES

FUND BALANCE, OCTOBER 1, 2013

FUND BALANCE, SEPTEMBER 30, 2014

Year Ended September 30, 2014

Appropriated Budget Amounts Positive {Negative)
Qriginal Final Actual Variance
3 875,000 $ 825,000 g 849,219 $ 24,219
o 11,500 $ 186,243 174,743
0 0 144 144
825,000 836,500 1,035,606 _199,106
692,000 607,800, 803,084 {195,284)
692,000 607,800 803,084 . .{195,284)
133,000 228,700 232,522 3,822
75,000 75,000 75,000 -
{168,000) {168,000) {203,799) {35,799)
{93,000} - {93,000) {128,799) {35,799)
$ 40,000 § 135700 103,723 §  (31,977)
57,412
S 161,135

The accompanying notés are an integral part of these financial statements,
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CITY OF FARMINGTON, MISSQURI
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
SPECIAL ALLOCATION FUND

Year Ended September 30, 2014

Appropriated Budget Amounts

Positive {Negative)

The accompanying notes are an integral part of these financial statements.
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Original ~ Final Actual Variance
REVENUES
. TIF Proceeds From Other Governments $ 582,000 S 570,000 s 544,003 S (25,997)
Interest income 300 300 664 364
Other Income 4,000 4,000 22,450 18,450
Total Revenue 586,300 574,300 567,117 {7,183)
EXPENDITURES
Geéneral Government 334,000 406,400 402,226 4,174
Capital Expenditures 20,000 27,000 22,675 4,325
Total Expenditures 354,000 433,400 424,901 8,499 .
EXCESS OF REVENUES OVER
{UNDER} EXPENDITURES 232,300 140,500 142,216 1,316
OTHER FINANCING SOURCES{USES)
Transfers in 366,000 366,000 515,867 149,867
Transfers Out {694,300) {799,900) {723,739) 76,161
Total Other Financing Sources{Uses) {328,900} {433,900} {207,872} 226,028
EXCESS OF REVENQES AND TRANSFERS
OVER {UNDER] EXPEND{TURES S (96,600) & {293,000} (65856} S . 227,344
FUND BALANCE; OCTOBER 1, 2013 891,427
FUND BALANCE, SEPTEMBER 30, 2014 s 825,771 ,



Original Final Actual Variance

REVENUES
Sales Tax s 565,000 $ 1,650,000 S 1,701,035 S 51,035
Grants and Donations 1] 0 {1} {1
interest Income ¢ S » 4] 1,244 1,244

Total Revenue 565,000 1,650,000 1,702,278 32,278
EXPENDITURES
Capital Expenditures 0 9;157,500 1,427,824 7,728,676

Total Expenditures g 9,157,500 1,427,824 7,729,676
"EXCESS OF REVENUES OVER

{U!\IDER} EXPENDITURES 565,000 {7,507,500) 274,454 7,781,954
OTHER FINANCING SOURCES{USES)
Transfersin 32,200 32,200 32,200 0
Transfers Out {973,100} {1,076,600) {1,159,158) (82 ,558)
Lease Proceeds - Net of Issuance Costs L 0 8,650,000 8,570,734 {79,266)

Total Other Financing Sources{Uses) .4940,900) 7,605,600, 7,443,776 {161,824}
EXCESS OF REVENUES AND TRANSFERS

OVER (UNDER) EXPENDITURES $ (3758000 8 98,100 7,718,230 $ 7,620,130
FUND BALANCE, OCTOBER 1, 2013 818,787

FUND BALANCE; SEPTEMBER 30, 2014

CITY OF FARMINGTON, MISSOURI
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
CAPITAL PROJECTS FUND

Year Ended September 30, 2014

Appropriated Budget Amounts

Positive (Negative)

The accompanying fiotes are an integral part of these financial statements.
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CITY OF FARMINGTON, MISSQURI
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS-AGENT RETIREMENT PLAN (LAGERS)

SEPTEMBER 30, 2014
{a) Entry Age Unfunded {c) UAL as a
Actuarial  Actuarial Actuarial Accrued {a/b) Annual Percentage
Valuation Value Accrued Liability funded Covered of Covered
Date of Assets Liability  {UAL) Ratio Payroll Payroll

2/25/2012 11,253,697 12,618,423 1,364,726  89% 4,663,662 29%
2/28/2013 11,770,839 12,852,405 1,081,566 92% 4,752,232 23%
2/28/2014 13,988,846 13,876,122 {113,724} 101% 4,965,686

Noté: The above assets arid actuarial accrued liability do hot include the assets and present valué of benefits associated
with the Benefit Reservé Fund and the Casualty Reserve Fund. The actuarial assumptions were changed in conjunctich

with the February 28, 2011 annual actuarial valuations. For a complete description of the actuarial assumptions used in
the annual valuations; please contact the LAGERS office in Jefferson City by writing to LAGERS, P.O. Box 1665, Jefferson

City, MO 65102 or by calling 1-800-447-4334.
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CITY OF FARMINGTON, MISSQURI

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended September 30, 2014

Summary of Audit Results

1. The auditors” report expressed an unqualified opinion on the financial statements.

2. One significant deficiency relating to the audit of the financial statements is reported in
the Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards.

3. No instance of noncompliance material to the financial statements of the City of
Farmington, Missouri, which would be required to be reported in accordance with
Government Auditing Standards, was disclosed during the alidit.

4. No instances of noncompliance in internal control over major federal award programs are

reported in the Independent Auditors' Report on. Compliance For Each Major Program
and on Internal Control over Compliance Required by OMB Circular A-133.

The auditors' report ori compliance for the major federal award programs for the City of
Farmington, Missouri expresses an ungualified opinion. ‘

The program tested as a major program was the Department of Transportation-Air
Entitlement Funds, CFDA #20.106

The threshold for distinguishing between type A and type B programs was $300,000,

The City of Faimington, Missouri was not determined to-be a low-risk auditee.
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CITY OF FARMINGTON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended September 30, 2014

Pass Through Federal Federal

Federal Grantor/Pass-Through Grantor/Program or Cluster Title Grant Numbers CFDA# Expenditures
Department of Justice

Pass Through Grant from Department of Pubfic Safety

Passed to Mineral Area Drug Task Force

Edward Byrne Memorial Justice Assistance Grant 2012-JAG-008 16.738 $ 50,376

2013-JAG-005

Total Department of Justice 5 50376
Department of Transportation

Pass Through Grant from Missouri Department of Transporiation

Air Entitlernent Funds 11-061C+1 20,108 $ 1,198,853

Pass¢ Through Grant from Misseuri Department of Transportation

Highviay Planning and Construction STP-2500(005) 20,205 $ 186,242

Pass Through Grant from Depariment of Public. Saféty

Hazardous Moving Violations 13-PT-02-032 20.800 & 5114
Total Department of Transportation s 1,390,208
Department of Health and Human Services

Pass Through Granit from Southeast Missouri Area Agency on Aging _

HHS Ofder Americanis Act Programs Title i, Part G Nutrition Services 93.048 $ 101,716

Elderly Nutrition Program 93.063 3 35,071
Total Department of Health and Human Services 3 136,787
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 4,577,372

NOTE A - BASIS OF PRESENTATION

The schedule of expendittires of federal awards of the Gity of Farmington, Missouri is on. the-accrual basis of accounting.
NOTE B - NON-CASH ASSISTANCE

No USDA doriated foods ware received during the year ended Septemmibeér 30, 2014

NOTE € - FEDERAL AWARDS PASSED ONTO SUBRECIPIENTS

$50,376 of federal awards were passed on o a subrecipient.

The accornparnying riotes are an integal part of (hese financial statements.
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CITY OF FARMINGTON, MISSOURI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended September 30, 2014
CURRENT FINDINGS AND ESTIONED COSTS
FINDINGS ~ FINANCIAL STATEMENT AUDIT
2014-01 Municipal Court Procedures
Condition: There is a lack of internal controls in the Municipal Court operation. While the City makes entries on a
monthly basis based upon reports received from the court system, no reconciliation of the court fines receivable is being
done on a monthly basis, No control is in place for the review and approval of adjustments.
Criteria: Procedures should be in place to reconcile court fines on a monthly basis.

Effect: Because of the lack of internal controls, the risk of fraud and thaft is increased.

Recommendation: We recommend that the City implement a system to reconcile the court receivablés on a monthly
Basis, ihcluding the review and approval of all adjustments,

Response: The City concurs with this finding. The City has attempted to implement a roll-forward schedule; but-has been
unable to do so at this time due to software constraints. The City has begun performing periodic spot checks, of the
receipts-and ticket balances, but the scope is limited. The City will continue to work on a process to obtain an accurate
roll-forward schedule and address potential control shortfalls.
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CITY OF FARMINGTON, MISSOURI
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS

For the Year Ended September 30, 2014
PRIDR FINDINGS AND QUESTIONED COSTS
FINDINGS - FINANCIAL STATEMENT AUDIT
2013-01 Municipal Court Procedures
Condition: There is a Jack of internal controls in the Municipal Court operation. While the City makes entries on a
monthly bases based on reports received from the court system, no reconciliation of the court fines receivable is
being done on a monthly basis. No control is in place for the review and approval of adjustments.
Criteria: Procedures should be in place to reconcile court fines on a monthly basis.

Effect: Because of the lack of internal controls, the risk of fraud and theft is increased.

Retommendation: We recommend that the City implement a system to reconcile the couft receivables on 3
manthly basis, including the review and approval of all adjustments.

Status of Finding: The City has attempted to implement a roll-forward schedtle, but has been unable to do so at
this time due to software constraints, See current finding.
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