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Certified Public Accountants
A Professional Corporation

Independent Auditors’ Report

To the Honorable Mayor and Board of Aldermen
City of Cole Camp, Missouri

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the business-type activities and each major fund of the City of Cole Camp, Missouri, as of and
for the year ended December 31, 2019, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting, described in Note 1; this includes determining
that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Prior to 2007, the City did not maintain a record of property and equipment and subsequent depreciation
for capital assets purchased in the sewer fund. Because of the lack of capital asset records, we were
unable to determine the amount of net capital asset that should be recorded in the sewer fund.

1
210 W. Ohio 1626 Hedges Plaza 1118 Remington Plaza, Suite A
Butler, MO 64730 Nevada, MO 64772 Raymore, MO 64083
Phone: 660.679.6571 Phone: 417.667.6375 Phone: 816.331.4242
Toll free: 888.287.1132 Toll free: 888.320.5106 Toll free: 888.210.3560

Fax: 660.679.6575 Fax: 417.667.6420 Fax: 816.322.4626



In our opinion, except for the effects of the above adjustments for capital assets in the sewer fund, the
financial statements referred to above present fairly, in all material respects, the respective modified cash
basis financial position of the governmental activities, the business-type activities and each major fund of
the City of Cole Camp, Missouri, as of December 31, 2019, and the respective changes in modified cash
basis financial position and, where applicable, cash flows thereof for the year then ended in accordance
with the modified cash basis of accounting described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our
opinions are not modified with respect to this matter.

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Cole Camp, Missouri's basic financial statements. The budgetary comparison
schedules and proprietary funds statement of cash flows — modified cash basis on pages 36 and 37
through 39 are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The proprietary funds statement of cash flows - modified cash basis 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 proprietary funds statement of cash flows - modified cash basis is fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The budgetary comparison schedules on pages 37 through 39 have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

The budgetary comparison schedules presented on pages 40 through 41, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. This information has not
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 21, 2020,
on our consideration of the City Cole Camp, Missouri's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the City of Cole Camp, Missouri's internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City of Cole Camp, Missouri's internal control over financial reporting and
compliance.

DS Cortified Public Accountants, P. L.

Nevada, Missouri
May 21, 2020



CITY OF COLE CAMP, MISSOURI

STATEMENT OF NET POSITION - MODIFIED CASH BASIS
DECEMBER 31, 2019

ASSETS
Current assets:
Cash and cash equivalents

Total current assets
Noncurrent assets:
Restricted cash and cash equivalents

Restricted investments
Investments

Capital assets, net of accumulated depreciation:

Land

Buildings

Plant, structure, and lines
Vehicles and equipment

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Bank overdraft
Current portion of long-term obligations

Total current liabilities

Noncurrent liabilities:
Noncurrent portion of long-term obligations
Customer deposits

Total noncurrent liabilities
Total liabilities

NET POSITION

Net investment in capital assets
Restricted for:

Debt service

Meter deposits

Street improvements

Park operations

Library investments

Library operations
Unrestricted (deficit)

Total net position

Primary Government

Governmental Business-Type
Activities Activities Total

$ 479541 $  1576,146 $ 2,055,687
479,541 1,576,146 2,055,687
113,968 183,552 297,520
23,844 29,242 53,086
254,991 - 254,991
10,000 10,060 20,060
419,632 - 419,632
- 3,228,827 3,228,827
88,138 65,970 154,108
910,573 3,617,651 4,428,224
1,390,114 5,093,797 6,483,911
27,676 - 27,676
528 110,558 111,086
28,204 110,558 138,762
528 2,943,552 2,944,080
- 11,509 11,509
528 2,955,061 2,955,589
28,732 3,065,619 3,094,351
516,714 250,747 767,461
- 201,146 201,146
= 11,648 11,648
33,528 - 33,528
64,657 - 64,657
23,844 - 23,844
15,783 - 15,783
706,856 1,664,637 2,271,493
$ 1361,382 $ 2,028,178 $ 3,389,560

The accompanying notes are an integral part of the basic financial statements.



CITY OF COLE CAMP, MISSOURI
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/ Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 120,539 $ 56,675 $ 9625 $ - $ (54,239) $ - (54,239)
Public safety 215,116 15,371 - - (199,745) - (199,745)
Street 339,983 - - - (339,983) - (339,983)
Library 15,428 - - - (15,428) - (15,428)
Total governmental activities 691,066 72,046 9,625 - (609,395) - (609,395)
Business-type activities:
Administration 11,515 - - - - (11,515) (11,515)
Water 278,111 254,538 - - - (23,573) (23,573)
Sewer 127,657 303,413 - - - 175,756 175,756
Interest on long-term debt 130,701 - - - - (130,701) (130,701)
Total business-type activities 547,984 557,951 - - - 9,967 9,967
Total government $ 1,239,050 §$ 629,997 $ 9,625 §$ - (609,395) 9,967 (599,428)
General Revenues:
Taxes 430,078 7,938 438,016
Unrestricted contributions 829 - 829
Investment earnings 14,452 3,049 17,501
Miscellaneous 1 3,789 7,788 21 ,577
Total general revenues 459,148 18,775 477,923
Change in net position (150,247) 28,742 (121,505)
Net position—beginning 1,513,213 1,999,436 3,512,649
Prior period adjustment (see Note 10) (1,584) - (1,584)
Net position—-beginning, as restated 1,511,629 1,999,436 3,511,065
Net position—ending $ 1,361,382 $ 2,028,178 3,389,560

The accompanying notes are an integral part of the basic financial statements.
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CITY OF COLE CAMP, MISSOURI
BALANCE SHEET - MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
DECEMBER 31, 2019

Total
Street Library Governmental
General Fund Fund Funds
ASSETS
Cash $ 479,541 - $ - $ 479,541
Restricted cash - 98,185 15,783 113,968
Restricted investments - - 23,844 23,844
Investments 254,991 - - 254,991
Total assets $ 734,532 $ 98,185 $ 39,627 $ 872,344
LIABILITIES AND FUND BALANCES
Liabilities:
Bank overdraft $ - 3 - 8 27676 $ 27,676
Total liabilities - - 27,676 27,676
Fund balances:
Restricted for:
Street improvements - 33,528 - 33,528
Park operations - 64,657 - 64,657
Library investments - - 23,844 23,844
Library operations - - 15,783 15,783
Unassigned 734,532 - (27,676) 706,856
Total fund balances 734,532 98,185 11,951 844,668
Total liabilities and fund balances $ 734,532 § 98,185 $ 39,627
Reconciliation to Statement of Net Position
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. The cost of the assets is $745,206 and the
accumulated depreciation and amortization is $227,436. 617,770
Total net position - governmental activities $ 1,361,382

The accompanying notes are an integral part of the basic financial statements.
5



CITY OF COLE CAMP, MISSOURI
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019

Total
Street Library Governmental
General Fund Fund Funds
REVENUES
Taxes $ 281,198 $ 148,880 $ - $ 430,078
Licenses, fees, and permits 11,188 - - 11,188
Solid waste charges 45,487 - - 45,487
Public safety 15,371 - - 15,371
Donations 829 - - 829
State grants 9,625 - - 9,625
Investment earnings 8,012 - 6,440 14,452
Miscellaneous 11,253 2,536 - 13,789
Total revenues 382,963 161,416 6,440 540,819
EXPENDITURES
Salaries 138,338 33,227 749 172,314
Payroll taxes 10,373 2,454 55 12,882
Employee benefits 28,713 1,984 - 30,697
Repairs and maintenance 110,420 264,684 5,645 380,749
Administration.and supplies 51,161 3,069 230 54,460
Insurance 14,072 5,458 1,809 21,339
Utilities 5,697 23,616 - 29,313
Solid waste 45,505 - - 45,505
Court 1,526 - - 1,526
Dog pound facility 332 - - 332
Grant expense 2,956 - - 2,956
Capital outlay 3,498 - - 3,498
Investment loss - - 3,039 3,039
Miscellaneous 5,664 1 ,228 5 6,897
Total expenditures 418,255 335,720 11,5632 765,507
Excess (deficiency) of revenues over (under)
expenditures (35,292) (184,304) (5,092) (224,688)
OTHER FINANCING SOURCES
Transfers in - 15,000 10,000 25,000
Transfers out (25,000) = - (25,000)
Total other financing sources (25,000) 15,000 10,000 -
Net change in fund balances (60,292) (169,304) 4,908 (224,688)
Fund balances - beginning 794,824 267,489 7,043 1,069,356
Fund balances - ending $ 734,532 $ 98,185 $ 11,951 $ 844,668

The accompanying notes are an integral part of the basic financial statements.
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CITY OF COLE CAMP, MISSOURI
RECONCILIATION OF THE COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balances-total governmental funds $  (224,688)

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, assets with an initial, individual cost of $5,000 are capitalized
and the cost is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays exceeded
depreciation expense in the current period.

Capital outlays $ 103,760
Depreciation expense (29,847) 73,913
Change in net position of governmental activities $__ (150,247)

The accompanying notes are an integral part of the basic financial statements.
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CITY OF COLE CAMP, MISSOURI
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
PROPRIETARY FUNDS

DECEMBER 31, 2019

ASSETS
Current assets:

Cash and cash equivalents
Total current assets

Noncurrent assets:
Restricted cash and cash equivalents
Restricted investments
Capital assets, net of accumulated depreciation:
Land
Plant, structure, and lines

Vehicles and equipment
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Current portion of long-term obligations
Total current liabilities

Noncurrent liabilities:
Noncurrent portion of long-term obligations

Meter deposits
Total noncurrent liabilities
Total liabilities

NET POSITION
Net invested in capital assets
Restricted for:
Debt service
Meter deposits
Unrestricted (deficit)

Total net position

Business-Type Activities -
Enterprise Funds

Water Sewer

Fund Fund Total
372,200 $ 1,203,946 $ 1,576,146
372,200 1,203,946 1,576,146
150,246 33,306 183,552
29,242 - 29,242
- 10,060 10,060
1,991,062 1,237,765 3,228,827
18,338 47,632 65,970
2,188,888 1,328,763 3,517,651
2,561,088 2,532,709 5,093,797
51,281 59,277 110,558
51,281 59,277 110,558
1,933,299 1,010,253 2,943,552
11,509 - 11,509
1,944 808 1,010,253 2,955,061
1,996,089 1,069,530 3,065,619
24,820 225,927 250,747
167,840 33,306 201,146
11,648 - 11,648
360,691 1,203,946 1,564,637
564,999 $ 1,463,179 $ 2,028,178

The accompanying notes are an integral part of the basic financial statements.
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CITY OF COLE CAMP, MISSOURI
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
MODIFIED CASH BASIS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019

OPERATING REVENUES
Charges for services
Taxes
Miscellaneous
Total operating revenues

OPERATING EXPENSES
Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Insurance
Utilities
Depreciation
Miscellaneous
Wastewater testing

Total operating expenses

Operating income (loss)

NON-OPERATING REVENUES (EXPENSES)
Interest expense

Investment earnings
Total non-operating revenues (expenses)

Change in net position
Net position - beginning

Net position - ending

Business-Type Activities -
Enterprise Funds

Water Sewer
Fund Fund Total
$ 254538 $ 303413 $ 557,951
7,938 - 7,938
2,809 4,979 7,788
265,285 308,392 573,677
37,276 36,679 73,955
2,798 2,765 5,563
8,518 5,933 14,451
151,765 12,661 164,426
5,486 6,029 11,515
3,895 4,529 8,424
9,817 23,929 33,746
55,304 34,143 89,447
8,738 2,119 10,857
5 4,899 4,899
283,597 133,686 417,283
(18,312) 174,706 156,394
(87,889) (42,812) (130,701)
3,049 - 3,049
(84,840) (42,812) (127,652)
(103,152) 131,894 28,742
668,151 1,331,285 1,999,436
$ 564,999 $ 1,463,179 $ 2,028,178

The accompanying notes are an integral part of the basic financial statements.
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1.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

GENERAL STATEMENT AND FINANCIAL REPORTING ENTITY

The City of Cole Camp, located in Benton County, Missouri, operates under a
Board of Aldermen-Mayor form of government. The City provides the following
services: water and sewer utility services, public safety, public works and refuse
collection. The City’s combined financial statements include the accounts of all
City operations. The City has no component units and is not included in any other
governmental “reporting entity” as defined by the Governmental Accounting
Standar1ds Board (GASB).

BASIS OF PRESENTATION

1.

Government-Wide Financial Statements

The Statement of Net Position and Statement of Activities display
information about the reporting government as a whole. They include all
funds of the reporting entity except for fiduciary funds. The statements
distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes,
intergovernmental revenues and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees charged to
external parties for goods and services.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds,
each of which is considered to be separate accounting entities. Each fund
is accounted for by providing a separate set of self-balancing accounts
which constitute its assets, liabilities, fund equity, revenues, and
expenditures/expenses. Funds are organized into three major categories:
governmental, proprietary and fiduciary. An emphasis is placed on major
funds within the governmental and proprietary categories. A fund is
considered major if it is the primary operating fund of the City or meets the
following criteria: total assets, liabilities, revenues, or
expenditures/expenses of that individual governmental or enterprise fund
are at least 10 percent of the corresponding total for all funds of that
category or type; and total assets, liabilities, revenues, or
expenditures/expenses of the individual governmental fund or enterprise
fund are at least 5 percent of the corresponding total for all governmental
and enterprise funds combined. For the year ended December 31, 2019,
all funds of the City are classified as major funds.

10



1.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

BASIS OF PRESENTATION (continued)

2

Fund Financial Statements (continued)

The following types of funds comprise the financial activities of the City.

a. Governmental Funds

1.

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

Special Revenue Funds - Special revenue funds are used
to account for proceeds of specific revenue sources (other
than special assessments, expendable trusts, or major
capital projects) that are legally restricted to expenditures
for special purposes. The City has two special revenue
funds, the Street Fund and the Library Fund.

b. Proprietary Funds

1

Enterprise Funds - Enterprise funds are used to account for
operations (1) that are financed and operated in a manner
similar to private business enterprises - where the intent of
the governing body is that the costs of providing goods and
services to the general public on a continuing basis be
financed or recovered primarily through user charges; or (2)
where the governing body has decided that periodic
determination of revenues earned, expenses incurred,
and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other
purposes. The City has two enterprise funds, the Water
Fund and the Sewer Fund.

The proprietary fund types apply all applicable
pronouncements of the Financial Accounting Standards
Board (FASB) issued on or before November 30, 1989, that
are not in conflict with applicable GASB pronouncements.

11
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe “which” transactions are recorded
within the various financial statements. Basis of accounting refers to “when”
transactions are recorded regardless of the measurement focus applied.

1.

Measurement Focus

In the government-wide Statement of Net Position and the Statement of
Activities, both governmental and business-like activities are presented
using the economic resources measurement focus as defined in item b.
below.

In the fund financial statements, the “current financial resources”
measurement focus or the “economic resources” measurement focus is
used as appropriate:

a. All governmental funds utilize a “current financial resources”
measurement focus. Only current financial assets and liabilities are
generally included on their balance sheets. Their operating
statements present sources and uses of available spendable
financial resources during a given period. These funds use fund
balance as their measure of available spendable financial
resources at the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement
focus. The accounting objectives of this measurement focus are
the determination of operating income, changes in net position (or
cost recovery), financial position and cash flows. All assets and
liabilities (whether current or noncurrent, financial or nonfinancial)
associated with their activities are reported. Proprietary fund equity
is classified as net position.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of
Activities and the fund financial statements, governmental and
business-like activities are presented using a modified cash basis of
accounting. This basis recognizes assets, liabilities, net position/fund
equity, revenues and expenditures/expenses when they result from cash
transactions with a provision for depreciation in the government-wide
statements and proprietary fund statements. This basis is a comprehensive
basis of accounting other than accounting principles generally accepted in
the United States of America.

12



CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

=)

CASH AND CASH EQUIVALENTS

Operating cash resources for the individual funds are combined to form a pool of
cash. Interest income on the operating cash pool is retained by the General Fund.
Funds with overdrawn balances, if any, are not charged interest. Interest earned
on restricted and other non-operating cash accounts is earned by the fund to which
each account belongs.

RESTRICTED ASSETS

Certain assets of the Street, Library, Water, and Sewer Funds have been restricted
for street improvements, park operations, library purposes, debt service retirement,
meter deposits and repair and construction of the proprietary funds’ water and
sewer systems.

INVENTORIES

Inventories at year end were deemed immaterial in amount. Inventories, which
benefit future periods, are recorded as an expenditure during the year of
purchase.

CAPITAL ASSETS

GASB No. 34 requires the City to report and depreciate new infrastructure assets
effective January 1, 2004. Infrastructure assets include roads, bridges,
underground pipe (other than related to utilities), traffic signals, etc. Neither their
historical cost nor related depreciation has historically been reported in the
financial statements.

The City's property, plant, equipment, and infrastructure with useful lives of more
than one year are stated at historical cost and comprehensively reported in the
government-wide financial statements. The City maintains infrastructure asset
records consistent with all other capital assets. Proprietary capital assets are also
reported in their respective fund financial statements. Capital assets purchased or
acquired with an original cost of $5,000 or more are reported at historical cost or
estimated historical cost. Contributed capital assets are recorded at estimated fair
market value as of the date received. Additions, improvements, and other capital
outlays that significantly extend the useful life of an asset are capitalized. The
costs of normal maintenance and repairs that do not add to the value of the asset
or materially extend an asset'’s life are not capitalized. Interest costs associated
with construction of fixed assets are capitalized.

Capital assets owned by the proprietary funds are stated at cost. Donated assets
are stated at estimated fair market value at date of contribution. Depreciation of all
exhaustible fixed assets used by proprietary funds is charged as an expense
against their operations. Accumulated depreciation is reported on their balance
sheets.

13



1.

G.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

CAPITAL ASSETS (continued)

Depreciation of capital assets in all fund types is computed using the straight-line
method over the following estimated useful lives of the assets.

Vehicles and equipment 5-20 years
Buildings 20-50 years
Waterlines-water and sewer funds 50 years

Prior to 2007, the City did not maintain adequate capital asset records for the
sewer fund. Such acquisitions by the sewer fund prior to 2007 have been
expensed in the year of purchase.

COMPENSATED ABSENCES

Employees of the City are entitled to certain compensated absences based on
their length of employment. Compensated absences accumulate when they are
earned. Sick time can be accumulated to a total of thirty-six days, but is not
payable upon separation from the City. Vacation time is accrued at their
anniversary date based upon years of employment with the City. Vacation time
is not allowed to be carried forward from year to year. If vacation time is not
used by the employee's anniversary date, it is paid. Upon separation from the
City, employees will be paid for any unused vacation time. Vacation time and
sick leave are considered as expenditures in the year paid.

At December 31, 2019, the City’s potential compensated absences liability was
$5,457.

INTERFUND TRANSACTIONS

During the course of normal operations, the City may transfer revenues between
funds for various reasons. The City’s interfund transfers consist of transfers of
revenues from a fund that a statute or the budget requires to collect them to the
fund that a statute or the budget requires to expend them. Legally authorized
transfers that are not intended to be repaid are treated as operating transfers and
are included in the results of operations of both governmental and proprietary
funds. Short-term amounts owed between funds, if any, are classified as “Due
to/from other funds.” Transfers for the current year were as follows:

Transfer to Transfer to
Transfer from Street Fund Library Fund
General Fund $ 15,000 $ 10,000
$ 15,000 $ 10,000

14



1.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

J.

NET POSITION

In the government-wide and proprietary fund financial statements, net position is
segregated into three components:

1. Net investment in capital assets consists of net capital assets reduced by
outstanding balances of any related debt obligations and deferred inflows
of resources attributable to the acquisition, construction, or improvement of
those assets and increased by balances of deferred outflows of resources
related to those assets.

2. Restricted net position consists of net position with use constrained to a
particular purpose. Restrictions are imposed by external organizations such
as federal or state laws or bond covenants. Restricted net position is
reduced by liabilities and deferred inflows of resources related to restricted
assets.

3. Unrestricted net position consists of all other net position that does not
meet the definition of the above two components and is available for
general use by the City.

When both restricted and unrestricted resources are available for use, it is the
City’s policy to use restricted resources before using unrestricted resources.

FUND BALANCES

The governmental fund financial statements present fund balances by
classification based on the extent to which the City is bound to honor constraints
on the specific purposes for which the funds may be spent. The following
classifications are used to describe the relative strength of these constraints:

1. Nonspendable — amounts that are either not in spendable form, or legally
or contractually required to be maintained intact.

2. Restricted — amounts constrained to specific uses by either (1) external
groups such as creditors, grantors, or contributors, or laws and
regulations of other governments, or (2) constitutional provisions or
enabling legislation, net of any related liability.

3. Committed — amounts constrained to specific uses by the City itself, using
its highest level of decision making authority, the City’s Board of
Aldermen. Commitments may be established, modified, or rescinded only
through resolutions passed by the City’s Board of Aldermen.
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1.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

K.

FUND BALANCES (continued)

4, Assigned — amounts that do not meet the criteria to be classified as
restricted or committed but that the City intends to use for a specific
purpose. For all funds other than the General Fund, this includes any
remaining funds not otherwise classified, as they are assigned to the
purposes for which the fund was established. For the General Fund, the
assignment can result from intent expressed by the City’s Board of
Aldermen or by City administrators to which the Board of Aldermen
delegates the authority.

5. Unassigned — amounts that are available for any purpose. Positive
amounts are reported in only the General Fund. Negative unassigned
fund balances are reported for all other governmental funds where the
nonspendable, restricted, and committed fund balances exceed the total
fund balance.

When an expenditure is incurred for purposes for which both restricted and
unrestricted fund balance is available, the City applies restricted funds first.
When an expenditure is incurred for which committed, assigned, and/or
unassigned fund balances are available, the City first applies committed funds,
then assigned funds, and finally unassigned funds, as needed.

In the proprietary fund financial statements, cash provided by operations includes
receipts and expenditures related to the primary, continuing operations of the
fund. Principal operating receipts for proprietary funds are charges to customers
for sales or services. Principal operating expenditures are the costs of providing
goods or services and include administrative expenses. Other receipts and
expenditures are classified as non-operating in the financial statements.
Proprietary fund balances are classified as restricted or unrestricted in the same
manner as they are classified in the government-wide financial statements.

PROPERTY TAXES

Property taxes are assessed on October 31 and are due and payable at that time.
Property taxes attach as an enforceable lien on January 1 and the taxes are due to
be collected by the following October 31. Uncollected amounts become delinquent
after January 1 of the following year.

The assessed valuation for tangible taxable personal and real property for tax
year 2019 for purposes of City taxation was $9,467,332. The property tax levy
per $100 of assessed valuation of real and tangible personal property for the
calendar year 2019 was as follows:

General Fund $ 0.4941
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CITY OF COLE CAMP. MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M.

PROGRAM REVENUES

Program revenues include charges paid by the recipient of the goods or services
offered by the program, and grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. All taxes,
including those dedicated for specific purposes, and other internally dedicated
resources are reported as general revenues rather than program revenues.
Revenues that are not classified as program revenues are presented as general
revenues. The comparison of direct expenses with program revenues identifies
the extent to which each governmental function or business segment is self-
financing or draws from the general revenues of the City.

In the Statement of Activities, revenues derived directly from each activity or from
parties outside the City’'s taxpayers are reported as program revenues. The City
has the following program revenues in each activity:

General government Licenses, fees and permits
Public safety charges

All other governmental revenues are reported as general. All taxes are classified
as general revenue even if restricted for a specific purpose.

USE OF ESTIMATES

Management uses estimates and assumptions in preparing these financial
statements in accordance with the modified cash basis of accounting. Those
estimates and assumptions affect the reported amounts of assets and reported
expenses. Actual results could vary from the estimates that were used.

RISK MANAGEMENT

The City purchases commercial insurance as its method of defraying risk of loss
from natural causes, general liability, and theft.

POST EMPLOYMENT BENEFITS

Former employees of the City may continue individual health insurance coverage
through the City’s group health insurance policy after leaving employment with the
City. Such monthly premiums are reimbursed in full by the former employees to the
City. The City has no legal or contractual contribution requirements.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Q. NON-EXCHANGE TRANSACTIONS

Non-exchange transactions, in which the City receives value without directly giving
equal value in return, includes property taxes, grants, entitlements and donations.

CASH AND CASH EQUIVALENTS

State statutes require the City’s deposits be insured or collateralized in the name of the
City by the trust department of a bank that does not hold the collateralized deposits. As
of December 31, 2019, all bank balances on deposit are entirely insured or collateralized
with securities. The City does not have any foreign currency risk.

Restricted cash and cash equivalents is legally segregated for a specific future use. The
following details the description and amount of all restricted cash held by the City.

Balance at December 31, 2019

Street Library Water Sewer Total
(1) Debt Service Reserve Fund $ - $ - $138,598 $ 33,306 $171,904
(2) Meter Deposits - - 11,648 - 11,648
(3) Street Improvements 33,528 - - - 33,528
(4) Park Operations 64,657 - - - 64,657
(5) Library Operations - 15,783 - - 15,783

Total Restricted Cash $ 98,185 §$ 15,783 $150,246 $ 33,306 $297,520

INVESTMENTS

The City’s investments at December 31, 2019, consisted of the following:

Investment Type Maturity General Library Water Total

Certificates of Deposit 5/18/2020-8/25/2024 $254,991 $ - $29,242 $284,233
Diversified Investment Pool NA - 23,844 - 23,844
Total Investments $254,991 $23,844 $29,242 $308,077

. Interest Rate Risk: As a means of limiting its exposure to fair value losses arising from
rising interest rates, the City's unwritten investment policy mandates structuring the
investment portfolio so that investments mature to meet cash requirements for ongoing
operations thereby avoiding the need to sell investments on the open market prior to
maturity.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

INVESTMENTS (continued)

. Certificates of Deposit: Certificates of deposit with maturities in excess of three months
are classified as investments but are considered deposits for custodial risk
determination. State statutes require the City's deposits be collateralized in the name of
the City by the trust department of a bank that does not hold the collateralized deposits.
As of December 31, 2019, all certificates of deposit are entirely insured or collateralized
with securities. At December 31, 2019, the value of these funds held and restricted for use
in the City of Cole Camp Water Fund were $29,242.

. Diversified Investment Pool: At December 31, 2019, included in the Library Fund are funds
held with the Community Foundation of the Ozarks, Inc. These investments are carried at
market value. Most funds participate in either a diversified investment pool or a cash pool
using the market value unit method to determine the number of share to be issued.
Realized gains and losses from the diversified investment pool are allocated based on
each participating fund’s pro-rata share. Funds that don't participate in the Foundation’s
investment pools are invested individually at other financial institutions and reviewed by
the Foundation’s staff monthly. At December 31, 2019, the value of these funds held and
restricted for use in the City of Cole Camp Library Fund were $23,844.

CAPITAL ASSETS

The capital assets activity of the business-type funds at December 31, 2019, is as follows:

Balance Balance
January 1, December 31,
2019 Additions  Retirements 2019
Non-depreciable assets
Land $ 10,060 $ - $ - $ 10,060
Depreciable assets
Vehicles and
equipment 134,224 - - 134,224
Water lines 3,932,542 - - 3,932,542
4,076,826 - - 4,076,826
Less: Accumulated
deprecation 682,522 89,447 - 771,969
Net capital assets $ 3394304 $ (89447) 9 - $ 3,304,857
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

CAPITAL ASSETS (continued)

The capital assets activity of the governmental funds at December 31, 2019, is as follows:

Balance Balance
January 1, December 31,
2019 Additions  Retirements 2019
Non-depreciable assets
Land $ 10,000 $ - $ - $ 10,000
Construction in progress 2,585 - (2,585) -
Depreciable assets
Vehicles and
equipment 193,068 - - 193,068
Buildings 457,735 106,345 - 564,080
663,388 106,345 (2,585) 767,148
Less: Accumulated
depreciation 219,531 29,847 - 249,378
Net capital assets $ 443857 $ 76498 $ (2,585 $ 517,770

Depreciation expense was charged as direct expense as follows:

Business-type activities:

Water fund $ 55304
Sewer fund 34,143

$ 89,447

Governmental activities:

General fund $ 16,520
Street fund 4,263
Library fund 9,064

$ 29,847

LONG-TERM DEBT

Business-type Activities

The City has pledged revenues in the Water Fund and Sewer Fund, net of specified
operating expenses, to repay the water and sewer fund revenue bonds. The various
issues and maturity dates are listed below. Annual principal and interest payments on the
bonds in the water fund are expected to require approximately 55% of net revenues over
the remaining life of the bonds. Annual principal and interest payments on the bonds in
the sewer fund are expected to require approximately 33% of net revenues over the
remaining life of the bonds.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

LONG-TERM DEBT (continued)

Business-type Activities (continued

The following is a summary of bond transactions for the year ended December 31, 2019:

Water Fund  Sewer Fund Total

Bonds payable, January 1, 2019 $2037,067 $1126637 § 3,163,704
Less:

Bonds retired (52,487) (57,107) (109,594)

Bonds payable, December 31, 2019 $1984580 $1,069530 3,054,110

current portion (51,281) (59,277 (110,558)

$1933299 $1,010253  § 2943552

2007 SERIES A AND B ISSUE

On October 28, 2008, the City closed on the waterworks and sewerage system
revenue bonds that were issued to pay off the interim financing for the project.
Series A bonds in the amount of $2,340,000 and Series B bonds in the amount of
$90,000 were issued.

Pursuant to a supplementary payment agreement with the USDA dated October
28, 2008, this debt requires monthly payments of principal and interest of $8,532
on the Series A bonds and $310 on the Series B bonds beginning on November 1,
2008. The payment increased to $11,277 and $421, respectively, on February 1,
2011 through February 1, 2043. Interest rates on the Series A bonds are 4.3755%
per annum with interest on the Series B bonds is 4.125% per annum. The following
are the estimated annual debt service requirements on the 2007 issue per the
bond indenture.

Year Ending
December 31 Principal Interest Total
2020 $ 51,281 $ 86,658 $ 137,939
2021 53,565 84,373 137,938
2022 55,951 81,987 137,938
2023 58,443 79,495 137,938
2024 61,046 76,892 137,938
2025-2029 348,527 341,164 689,691
2030-2034 433,386 256,305 689,691
2035-2039 538,909 150,782 689,691
2040-2043 383,472 29,489 412,961

$ 1,984,580 $ 1,187,145 $ 3,171,725

21



5.

CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

LONG-TERM DEBT (continued)

Business-type Activities (continued)

2007 SERIES A AND B ISSUE (continued)

Under the Combined Waterworks and Sewerage System Revenue Bonds, Series
A and B, the City is required to deposit monies into the Operation and Maintenance
Account sufficient to pay the estimated cost of operating and maintaining the
system during the ensuring 30 days. There shall next be paid and credited
monthly to the Debt Service Account an amount equal to 1/6 of the amount of
interest that will become due on the next succeeding interest payment date and
1/12 of the amount of principal that will become due on the next succeeding
maturity date. Because the City entered into the supplementary payment
agreement as discussed above, they are not required to make monthly payments
to the Debt Service Account. There shall next be paid and credited $1,171 monthly
to the Debt Serve Reserve Account until a balance of $140,520 (Debt Service
Reserve Requirement) is maintained. After all of the aforementioned payments
are made and the Debt Service Requirement is fully funded, the City shall then be
required to pay $1,171 monthly to the Replacement and Extension Account so
long as any of the bonds remain outstanding. If the aforementioned payments,
including the payments to the Replacement and Extension Account, are paid and
the Debt Service Requirement is fully funded, all moneys remaining shall be paid
to the Surplus Account. At December 31, 2019, all accounts were fully funded.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

LONG-TERM DEBT (continued)

Business-type Activities (continued

2013 SERIES COMBINED WATERWORKS AND SEWERAGE REVENUE
BONDS

On August 27, 2013, the City issued the 2013 Series Combined waterworks and
sewerage revenue bonds in the amount of $1,385,965 for the purpose of extending
and improving the combined waterworks and sewerage system. These bonds are
due in varying annual installments beginning February 1, 2014, and continuing
through August 1, 2033, with an annual interest rate of 3.8%, payable semi-
annually on February 1 and August 1 of each year.

The following are the estimated annual debt service requirements on the 2013
issue, per the bond indenture.

Year Ending
December 31 Principal Interest Total
2020 $ 59277 $ 40642 $ 99919
2021 61,529 38,390 99,919
2022 63,867 36,052 99,919
2023 66,294 33,625 99,919
2024 68,814 31,105 99,919
2025-2029 385,337 114,258 499,595
2030-2033 364,412 35,265 399,677

$ 1,069,530 $ 320,337 $ 1,398,867

Under the 2013 Series Combined Waterworks and Sewerage System Revenue
Bonds, the City is required to deposit monies into the Operation and Maintenance
Account sufficient to pay the estimated cost of operating and maintaining the
system during the ensuring 30 days. There shall next be paid and credited
monthly to the Debt Service Account an amount equal to 1/6 of the amount of
interest that will become due on the next succeeding interest payment date and
1/12 of the amount of principal that will become due on the next succeeding
maturity date by the 2007 bond ordinance. Per the 2007 bond ordinance, there
shall next be paid and credited $1,171 monthly to the Debt Serve Reserve Account
until a balance of $140,520 (Debt Service Reserve Requirement) is maintained.
After all of the aforementioned payments are made and the Debt Service
Requirement is fully funded, the City shall then be required to pay $1,171 monthly
to the Replacement and Extension Account so long as any of the 2013 bonds
remain outstanding. If the aforementioned payments, including the payments to
the Replacement and Extension Account, are paid and the Debt Service
Requirement is fully funded, all moneys remaining shall be paid to the Surplus
Account. At December 31, 2019, all accounts were fully funded.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

CAPITAL LEASE OBLIGATION

In July 2017, the City entered into an agreement for the purchase of five tasers for the
police department. No interest was stated in the agreement. Imputed interest on this
capital lease was deemed immaterial at December 31, 2019.

The following is a summary of capital lease obligation transactions for the year ended
December 31, 2019:

General Fund

Capital lease obligations, January 1, 2019 $ 1,584
Less: Current year principal paid (528)
Capital lease obligations, December 31, 2019 $ 1,056
Less: Current portion of capital lease obligations (528)

$ 528

Long-term portion of capital lease obligations

The future capital lease obligation payments are as follows:

2020 $ 528
2021 528
$1.056

RELATED PARTY TRANSACTIONS

The current mayor owns a business with which the City transacts routine business. The
total paid to his business by the City during the year ended December 31, 2019 was $430.
It appears the City has complied with state statutes regarding voting on these transactions.

ANNUAL GENERAL OPERATING REVENUE FROM TRAFFIC VIOLATIONS

Missouri Senate Bill 5 became effective January 1, 2016, amending provisions of
302.341. The amendments to the statutes require municipalities to report an account of
the percent of annual general operating revenue from fines and court costs for traffic
violations. Police fines, fees, and court costs related to minor traffic violations totaled
$12,937. The City's total general fund revenues, exclusive of interfund transfers,
designated taxes, grant and other designated revenues were $322,730. Using this
calculation as “annual general operating revenues,” the City’s total police fines and court
costs for minor traffic violations are approximately 4% of annual general operating
revenues, which is substantially less than the 20% threshold requirement of the
amended statutes.

SUBSEQUENT EVENTS

The Coronavirus Pandemic has adversely affected the US economy. Management cannot
reasonably estimate the length or severity of this pandemic, or the effect on City
operations for the year 2020.
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CITY OF COLE CAMP, MISSOURI

NOTES TO THE BASIC FINANCIAL STATEMENTS

10.  PRIOR PERIOD ADJUSTMENT

During the year ended December 31, 2019, the City retroactively presented their capital
lease decreasing beginning net position by $1,584 in the government-wide financial
statements.

11. DATE OF MANAGEMENT’S REVIEW

Subsequent events were evaluated through May 21, 2020, which is the date the financial
statements were available to be issued.
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D-S-WA

Certified Public Accountants
A Professional Corporation

Independent Auditors’ 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

To the Honorable Mayor and Board of Aldermen
City of Cole Camp, Missouri

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities and each major fund of
the City of Cole Camp, Missouri, as of and for the year ended December 31, 2019, and the
related notes to the financial statements, which collectively comprise the City of Cole Camp,
Missouri's basic financial statements, and have issued our report thereon dated May 21, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Cole
Camp, Missouri's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of Cole Camp, Missouri’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City of Cole Camp, Missouri’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that have not been identified. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. We did identify certain deficiencies in internal control, described in the
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accompanying schedule of findings and responses as items 2019-001 and 2019-002 that we
consider to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Cole Camp, Missouri's
financial statements are free from material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards and which are described in the accompanying schedule
of findings and responses as items 2019-003 through 2019-006.

The City of Cole Camp, Missouri’s Responses to Findings

The City of Cole Camp, Missouri’s responses to the findings identified in our audit are described
in the accompanying schedule of findings and responses. The City of Cole Camp, Missouri’s
responses were not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on them.

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.

DSUy# Cevtified Public sbccountants, P. L.

Nevada, Missouri
May 21, 2020
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES — CURRENT YEAR

INTERNAL CONTROL

2019-001

2019-002

Segregation of Duties

Statement of Condition: The City is not able to segregate the duties of employees to
all phases of an accounting transaction.

Criteria: Adequate segregation of non-compatible duties is important for a sound
and efficient internal control system.

Effect: Errors or irregularities may result from this lack of segregation of employee
duties and responsibilities.

Cause: Because of a limited number of available personnel, it is not always possible
to adequately segregate certain incompatible duties so that no one employee has
access to both physical assets and the related accounting records or to all phases of
a transaction.

Recommendation:  Effective segregation of duties in a small governmental
environment is often difficult; however, we feel the governing body and City
management should be aware of the risk associated with this lack of duty
segregation and attempt to exercise as much oversight control in these areas as
possible and feasible. We further recommend a member of management review and
document such review of all bank statements, bank reconciliations, ACH transactions
and credit card statements along with all supporting documentation.

City’s Response: The City’'s management is aware that limited staff prevents
segregation of employee duties to all phases of an accounting transaction. These
transactions are monitored regularly by the Mayor and Board of Aldermen.

Written Internal Control Documentation and Risk Assessment

Statement of Condition: The City does not have written internal control procedures
and does not document its risk assessment.

Criteria: The City is required to have written internal control procedures and to
document its risk assessment in writing.

Effect: Lack of documentation of internal controls and risk assessment could lead to
controls being circumvented.

Cause: This requirement is new to the City and the City has not had time to
implement the new requirements.

Recommendation: The City should have written internal control procedures and
should document its assessment of risk and an evaluation of the effectiveness of
internal controls.

City’'s Response: Written control procedures will be implemented that reflect
procedures already in place and are being practiced routinely.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES — CURRENT YEAR

COMPLIANCE AND OTHER MATTERS

2019-003

2019-004

Tax Levy Public Notice Compliance

Statement of Condition: The City did not include all of the required elements in the
tax levy hearing public notice.

Criteria: Missouri Revised Statutes Chapter 67 requires the public notice of the tax
levy hearing to include the increase in tax revenue due to an increase in assessed
value as a result of new construction and improvements and the increase, both in
dollar value and percentage, in tax revenue as a result of reassessment if the
proposed tax rate is adopted.

Effect. The City is out of compliance with RSMo. Chapter 67.
Cause: The published tax levy notice did not include all the necessary elements.

Recommendation: We recommend the City ensure future tax levy public notices
include the required elements.

City’'s Response: We will ensure that we are in compliance in the future.
EMMA Reporting
Statement of Condition: The City did not ensure their audited financial statements

were uploaded to the Municipal Securities Rulemaking Board through its’ Electronic
Municipal Market Access (‘EMMA”) system.

Criteria: Continuing disclosures are contractually required to be provided by
municipal issuers under Rule 15¢2-12 of the Securities Exchange Act of 1934 (“Rule
15¢2-127).

Effect: Failure to disclose all required information is a violation of Rule 15¢2-12.

Cause: Management did not ensure all proper documents was provided in
accordance with Rule 15¢c2-12.

Recommendation: We recommend the City ensure all of the necessary documents
are provided in accordance with Rule 15¢2-12.

City’s Response: We will ensure that we are in compliance in the future.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES — CURRENT YEAR

COMPLIANCE AND OTHER MATTERS (continued)

2019-005

2019-006

Public Notice Compliance

Statement of Condition: It appears an impromptu meeting was held during 2019 for
which an agenda was not published at least twenty-four hours in advance of nor was
it documented as an emergency meeting.

Criteria: RSMo. Section 610.020 requires all public governmental bodies to give
notice of the time, date, and place of each meeting, and its tentative agenda, at least
twenty-four hours prior to the commencement of any meeting of a governmental
body uniess for good cause such notice is impossible or impractical, in which case
as much notice as is reasonably possible shall be given.

Effect: The City is out of compliance with state statutes.

Cause: The City did not publish an agenda for all of their meetings pursuant to state
statutes.

Recommendation: We recommend the City ensure proper notice of board meetings
be made available to the public at least twenty-four hours prior to each board
meeting and such public notices be retained by the City.

City’s Response: We will ensure that we are in compliance with state statutes in the
future.

Budget Compliance

Statement of Condition: Upon examination of the original budget, we noted all of the
required elements were not included as required by Missouri Revised Statutes
Chapter 67.010. The City also did not amend the budget to ensure final actual
expenditures were equal to or less than final budgeted figures for the General, Street
and Sewer Funds as required by RSMo Chapter 67. We also noted Library Fund
budget indicates a negative ending fund balance which is a violation of state statute.

Criteria: RSMo 67 outlines all the required elements that are to be included in the
original budget. Furthermore, RSMo. 67.040 states that "the political subdivision
shall not increase the total amount authorized for expenditures from any fund, unless
the governing body adopts a resolution setting forth the facts and reasons making
the increase necessary." The state statutes also state no fund may have a negative
ending fund balance budgeted.

Effect. The City is out of compliance with RSMo. Chapter 67.
Cause: The City did not include the debt amortization schedules in the original
budget nor ensure final actual expenditures were equal to or less than final budgeted

figures per fund. The City also budgeted a negative ending fund balance in the
Library Fund.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES - CURRENT YEAR

COMPLIANCE AND OTHER MATTERS (continued)

2019-006 Budget Compliance (continued)

Recommendation: We recommend the City ensure all the required elements are
included in future budgets. Furthermore, we recommend that the City ensure final
actual expenditures are equal to or less than final budgeted figures per fund and no
fund has a budgeted deficit.

City’s Response: We will ensure future budgets are in compliance with Missouri
Revised Statutes Chapter 67.010.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES - PRIOR YEAR

INTERNAL CONTROL

2018-001

2018-002

Segregation of Duties

Statement of Condition: The City is not able to segregate the duties of employees to
all phases of an accounting transaction.

Criteria: Adequate segregation of non-compatible duties is important for a sound
and efficient internal control system.

Effect: Errors or irregularities may result from this lack of segregation of employee
duties and responsibilities.

Cause: Because of a limited number of available personnel, it is not always possible
to adequately segregate certain incompatible duties so that no one employee has
access to both physical assets and the related accounting records or to all phases of
a transaction.

Recommendation:  Effective segregation of duties in a small governmental
environment is often difficult; however, we feel the governing body and City
management should be aware of the risk associated with this lack of duty
segregation and attempt to exercise as much oversight control in these areas as
possible and feasible. We further recommend a member of management review and
document such review of all bank statements, bank reconciliations, ACH transactions
and credit card statements along with all supporting documentation.

City's Response: The City’'s management is aware that limited staff prevents
segregation of employee duties to all phases of an accounting transaction. These
transactions are monitored regularly by the Mayor and Board of Aldermen.

December 31, 2019 Status: This finding is still considered a significant deficiency.

Written Internal Control Documentation and Risk Assessment

Statement of Condition: The City does not have written internal control procedures
and does not document its risk assessment.

Criteria: The City is required to have written internal control procedures and to
document its risk assessment in writing.

Effect: Lack of documentation of internal controls and risk assessment could lead to
controls being circumvented.

Cause: This requirement is new to the City and the City has not had time to
implement the new requirements.

Recommendation: The City should have written internal control procedures and

should document its assessment of risk and an evaluation of the effectiveness of
internal controls.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES - PRIOR YEAR

INTERNAL CONTROL

2018-002

Written Internal Control Documentation and Risk Assessment (continued)

City’'s Response: Written control procedures will be implemented that reflect
procedures already in place and are being practiced routinely.

December 31, 2019 Status: This finding is still considered a significant deficiency.

COMPLIANCE AND OTHER MATTERS

2018-003

2018-004

Public Notice Compliance

Statement of Condition: The City did not include all of the required elements in the
tax levy hearing public notice.

Criteria: Missouri Revised Statutes Chapter 67 requires the public notice of the tax
levy hearing to include the increase in tax revenue due to an increase in assessed
value as a result of new construction and improvements and the increase, both in
dollar value and percentage, in tax revenue as a result of reassessment if the
proposed tax rate is adopted.

Effect: The City is out of compliance with RSMo. Chapter 67.
Cause: The published tax levy notice did not include all the necessary elements.

Recommendation: We recommend the City ensure future tax levy public notices
include the required elements.

City’s Response: We will ensure that we are in compliance in the future.

December 31, 2019 Status: This finding is still considered a compliance issue.

EMMA Reporting

Statement of Condition: The City did not ensure their audited financial statements
were uploaded to the Municipal Securities Rulemaking Board through its’ Electronic
Municipal Market Access (‘EMMA”) system.

Criteria: Continuing disclosures are contractually required to be provided by
municipal issuers under Rule 15¢2-12 of the Securities Exchange Act of 1934 (“Rule
15¢2-12").

Effect: Failure to disclose all required information is a violation of Rule 15¢c2-12.

Cause: Management did not ensure all proper documents was provided in
accordance with Rule 15¢2-12.

Recommendation: We recommend the City ensure all of the necessary documents
are provided in accordance with Rule 15¢2-12.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES - PRIOR YEAR

COMPLIANCE AND OTHER MATTERS (continued)

2018-004

2018-005

2018-006

EMMA Reporting (continued)

City’s Response: We will ensure that we are in compliance in the future.

December 31, 2019 Status: This finding is still considered a compliance issue.

Nepotism, Conflict of Interest

Statement of Condition: During the reading of the official board minutes, it appears
one board member did not abstain from voting on the approval of a financial
transaction with related parties.

Criteria: Any related party transactions involving board members should be noted in
the official board minutes as such and that the board member abstained from the
specific transaction. -

Effect: The City is out of compliance with state statutes.

Cause: In the official board minutes, it appears that a board member voted on
payments to related parties.

Recommendation: We recommend that the City ensure all board members abstain
from voting on all financial transactions that involve any related parties.

City’s Response: We will ensure that we are in compliance with state statutes.

December 31, 2019 Status: This finding has been corrected.

Budget Compliance

Statement of Condition: Upon examination of the original budget, we noted all of the
required elements were not included as required by Missouri Revised Statutes
Chapter 67.010. The City also did not amend the budget to ensure final actual -
expenditures were equal to or less than final budgeted figures for the Library Fund as
required by RSMo Chapter 67. We also noted Library Fund budget indicates a
negative ending fund balance which is a violation of state statute.

Criteria: RSMo 67 outlines all the required elements that are to be included in the
original budget. Furthermore, RSMo. 67.040 states that "the political subdivision
shall not increase the total amount authorized for expenditures from any fund, unless
the governing body adopts a resolution setting forth the facts and reasons making
the increase necessary." The state statutes also state no fund may have a negative
ending fund balance budgeted.

Effect. The City is out of compliance with RSMo. Chapter 67.
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CITY OF COLE CAMP, MISSOURI

SCHEDULE OF FINDINGS AND RESPONSES - PRIOR YEAR

COMPLIANCE AND OTHER MATTERS (continued)

2018-006 Budget Compliance (continued)

Cause: The City did not include a budget message, the previous two-year revenue
and expenditure comparison information or debt amortization schedules in the
original budget nor ensure final actual expenditures were equal to or less than final
budgeted figures per fund. The City also budgeted a negative ending fund balance in
the Library Fund.

Recommendation: We recommend the City ensure all the required elements are
included in future budgets. Furthermore, we recommend that the City ensure final
actual expenditures are equal to or less than final budgeted figures per fund and no
fund has a budgeted deficit.

City’s Response: We will ensure future budgets are in compliance with Missouri
Revised Statutes Chapter 67.010.

December 31, 2019 Status: This finding is still considered a compliance issue.
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CITY OF COLE CAMP, MISSOURI
STATEMENT OF CASH FLOWS - MODIFIED CASH BASIS

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers and employees
Net cash provided (used) by operations

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Payments on long-term obligations
Interest paid on long-term obligations

Net cash used by capital financing activities

CASH FLOWS FROM CAPITAL INVESTING ACTIVITIES
Interest income
Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash equivalents reclassed to investments

Cash and cash equivalents, beginning of year as restated
Cash and cash equivalents, end of year

Reconciliation to Statement of Net Position:
Cash and cash equivalents

Restricted cash and cash equivalents
Total cash and cash equivalents

Reconciliation of operating income (loss) to net cash provided

by operating activities:

Net income (loss) from operations
Adjustments to reconcile to net cash
provided by operating activities:
Depreciation
Increase (decrease) in meter deposits

Net cash provided (used) by operations

Water Sewer
Fund Fund Total
264882 $ 308392 $ 573,274
(228,292) (99,543) (327,835)
36,590 208,849 245 439
(52,487) (57,107) (109,594)
(87,889) (42,812) (130,701)
(140,376) - (99,919) (240,295)
3,049 - 3,049
3,049 - 3,049
(100,737) 108,930 8,193
652,425 1,128,322 1,780,747
- (29,242) - (29,242)
623,183 1,128,322 1,751,505
522446 $ 1,237,252 1,759,698
372,200 $ 1,203,946 1,576,146
150,246 33,306 183,552
522,446 $ 1,237,252 1,759,698
(18,312) $ 174,706 156,394
55,304 34,143 89,447
(402) - (402)
36,590 $ 208,849 245 439

The accompanying notes are an integral part of the basic financial statements.
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CITY OF COLE CAMP, MIS

SOURI

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS
BUDGET AND ACTUAL - GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2019

REVENUES
Taxes
Licenses, fees, and permits
Solid waste charges
Police charges
Police miscellaneous
Donations
State grants
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
General administrative

Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Insurance
Utilities
Solid waste expense
Miscellaneous
Dog pound facility
Grant
Capital outlay

Total general administration

Public safety
Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Insurance
Utilities
Court
Miscellaneous
Capital outlay

Total public safety

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES
SOURCES (USES)
Transfers out

Total other financing sources (25,000) (25,000)

Net change in fund balances

Fund balances - beginning
Fund balances - ending

Variance with
Modified Adjustments Actual Final Budget
Budgeted Amounts Cash Budget Budget Positive
Original Final Basis Basis Basis (Negative)
$ 252,300 $ 252,300 $ 281,198 $ - $ 281,198 $ 28,898
7,900 7,900 11,188 - 11,188 3,288
43,000 43,000 45,487 - 45,487 2,487
15,000 15,000 13,537 (160) 13,697 (1,303)
700 700 1,834 - 1,834 1,134
- - 829 - 829 829
- - 9,625 - 9,625 9,625
4,900 4,900 8,012 - 8,012 3,112
9,900 9,900 11,253 - 11,253 1,353
333,700 333,700 382,963 ~(160) 383,123 49,423
20,250 20,250 21,887 - 21,887 (1,637)
1,569 1,569 1,677 - 1,677 (108)
3,730 3,730 2,933 - 2,933 797
3,100 78,000 100,619 - 100,619 (22,619)
12,750 12,750 32,705 - 32,705 (19,955)
3,600 3,600 3,874 - 3,874 (274)
4,200 4,200 3,342 - 3,342 858
46,000 46,000 45,505 - 45,505 495
4,575 4 575 2,923 - 2,923 1,652
- - 332 - 332 (332)
- - 2,956 - 2,956 (2,956)
1,000 1,000 652 - 652 348
100,774 175,674 219,405 - 219,405 (43,731)
124,000 124,000 116,451 - 116,451 7,549
7,966 7,966 8,696 - 8,696 (730)
23,750 23,750 25,780 175 25,605 (1,855)
11,000 11,000 9,801 - 9,801 1,199
18,900 18,900 18,456 - 18,456 444
6,500 6,500 10,198 - 10,198 (3,698)
2,800 2,800 2,355 - 2,355 445
2,400 2,400 1,526 - 1,526 874
1,200 1,200 2,741 - 2,741 (1,541)
2,500 2,500 2,846 - 2,846 (346)
201,016 201,016 198,850 175 198,675 2,341
301,790 376,690 418,255 175 418,080 (41,390)
31,910 (42,990) (35,292) (335) (34,957) 8,033
~ (25,000) (25,000) (25,000) 160  (25,160) (160)
(25,000) 160 (25,160) (160)
6,910 (67,990) (60,292) (175) (60,117) 7873
736,372 794,824 794,824 - 794,824 -
$ 743282 $ 726834 $ 734532 $ (175) $ 734,707 $ 7,873

See accompanying notes to other supplementary information.
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STATEMENT OF REVENUES, EXP

CITY OF COLE CAMP, MISSOURI

FOR THE YEAR ENDED DECEMBER 31, 2019

ENDITURES, AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS
BUDGET AND ACTUAL - STREET FUND

REVENUES
Taxes
Miscellaneous

Total revenues

EXPENDITURES

Street expenses
Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Insurance
Utilities
Miscellaneous

Total street expenses

Park expenses
Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Miscellaneous

Insurance
Total park expenses

Total expenditures

Excess (deficiency) of revenues
~ over (under) expenditures

OTHER FINANCING SOURCES
Transfers in

Total other financing sources

Net change in fund balances

Fund balances - beginning

Fund balances - ending

Modified Adjustments

Variance with
Actual Final Budget

Budgeted Amounts Cash Budget Budget Positive
Original Final Basis Basis Basis _(Negative)
$ 139000 $ 139,000 $ 148,880 $ - $ 148880 $ 9,880
- - 2,536 - 2,536 2,536
139,000 139,000 151,416 - 151,416 12,416
28,000 28,000 30,906 - 30,906 (2,906)
1,900 1,900 2,284 - 2,284 (384)
2,300 2,300 1,902 - 1,902 398
59,800 249,800 260,387 - 260,387 (10,587)
3,600 3,600 2,623 - 2,623 977
3,200 3,200 4,347 - 4,347 (1,147)
27,130 27,130 23,616 B 23,616 3,514
. . 893 - 893 (893)
125,930 315,930 326,958 - 326,958 (11,028)
4,000 4,000 2,321 - 2,321 1,679
400 400 170 - 170 230
100 100 82 - 82 18
5,200 5,200 4,297 - 4,297 903
1,000 1,000 446 - 446 554
2,200 2,200 335 - 335 1,865
1,100 1,100 1,111 - 1,111 k)
14,000 14,000 8,762 - 8,762 5,238
139,930 329,930 335,720 - 335,720 (5,790)
(930 (190,930 (184,304) - (184,304) 6,626
15,000 15,000 15,000 - 15,000 -
15,000 15,000 15,000 - 15,000 -
14,070  (175,930)  (169,304) - (169,304) 6,626
206,880 267,489 267,489 - 267,489 -
$ 220950 $ 91559 $§ 98,185 $ - $ 98185 § 6,626

See accompanying notes to other supplementary information.
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CITY OF COLE CAMP, MISSOURI

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS

BUDGET AND ACTUAL - LIBRARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

Variance with

Modified Adjustments Actual Final Budget
Budgeted Amounts Cash Budget Budget Positive
Original Final Basis Basis Basis (Negative)
REVENUES
Investment eamings $ - 3 - $ 6,440 $ 6,408 $ 32 % 32
Total revenues - - 6,440 6,408 32 32
EXPENDITURES
Salaries 1,300 1,300 749 - 749 551
Payroll taxes 100 100 55 - 55 45
Repairs and maintenance 6,000 6,000 5,645 - 5,645 355
Administration and supplies 150 150 230 230 - 150
Insurance 1,300 1,300 1,809 - 1,809 (509)
Miscellaneous 1,000 1,000 5 - 5 995
Investment loss 500 500 3,039 3,039 - 500
Total expenditures 1 0,350 1 0.350 11 ,532 3,269 8,263 2,087
Excess (deficiency) of revenues
over (under) expenditures (10,350) (10,350) (5,092) 3,139 (8,231) 2,119
OTHER FINANCING USES
SOURCES (USES)
Transfers in 1 0,000 1 0,000 1 0,000 - 10,000 -
Total other financing
sources (uses) 10,000 10,000 10,000 - 10,000 -
Net change in fund balances (350) (350) 4,908 3,139 1,769 2,119
Fund balances - beginning (877) 7,043 7,043 - 7,043 -
Fund balances - ending $ (1,227) $ 6693 $ 11951 $ 3139 $ 8812 § 2,119

See accompanying notes to other supplementary information.
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CITY OF COLE CAMP, MISSOURI
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION - MODIFIED CASH BASIS
BUDGET AND ACTUAL - WATER FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

Variance with
Modified Adjustments Actual Final Budget

Budgeted Amounts Cash Budget Budget Positive
Original Final Basis Basis Basis (Negative)
OPERATING REVENUES
Water charges $ 251900 $ 251900 $ 254538 $ - $ 254538 $ 2,638
Taxes 7,300 7,300 7,938 - 7,938 638
Miscellaneous 2,400 2,400 2,809 - 2,809 409
Total operating revenues 261,600 261,600 265,285 - 265,285 3,685
OPERATING EXPENSES
Salaries 36,500 36,500 37,276 - 37,276 (776)
Payroll taxes 2,500 2,500 2,798 - 2,798 (298)
Employee benefits 9,200 9,200 8,518 (191) 8,709 491
Repairs and maintenance 18,200 164,200 161,765 - 161,765 12,435
Administration and supplies 5,200 5,200 5,486 - 5,486 (286)
Insurance 3,700 3,700 3,895 - 3,895 (195)
Utilities 11,030 11,030 9,817 - 9,817 1,213
Miscellaneous 21,020 21,020 8,738 - 8,738 12,282
Depreciation - - 55,304 55,304 - -
Total operating expenses 107,350 253,350 283,597 55,113 228,484 24,866
Operating income (loss) 154,250 8,250 (18,312) (55,113) 36,801 28,551
NON-OPERATING REVENUES (EXPENSES)
Interest expense (140,400) (140,400) (87,889) 52,487 (140,376) 24
Investment eamings 1,680 1,680 3,049 - 3,049 1,369
Total non-operating revenues
(expenses) (138,720) (138,720) (84,840) 52,487 (137,327) 1,393
Net change in net position 15,530 (130,470) (103,152) (2,626) (100,526) 29,944
Net position - beginning 600,396 668,151 668,151 - 668,151 -
Net position - ending $ 615926 $ 537681 $ 564999 $ (2,626) $ 567,625 $ 29,944

See accompanying notes to other supplementary information.
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CITY OF COLE CAMP, MISSOURI

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION - MODIFIED CASH BASIS

BUDGET AND ACTUAL - SEWER FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

OPERATING REVENUES
Sewer charges
Miscellaneous

Total operating revenues

OPERATING EXPENSES
Salaries
Payroll taxes
Employee benefits
Repairs and maintenance
Administration and supplies
Insurance
Utilities
Miscellaneous
Wastewater testing
Depreciation
Principal
Total operating expenses

Operating income (loss)

Variance with

NON-OPERATING REVENUES (EXPENSES)

Interest expense

Total non-operating revenues
(expenses)

Net change in net position

Net position - beginning

Net position - ending

Modified  Adjustments Actual Final Budget
Budgeted Amounts Cash Budget Budget Positive
Original Final Basis Basis Basis (Negative)
$ 302,750 $ 302,750 $ 303,413 $ - $ 303413 $ 663
2,800 2,800 4,979 - 4,979 2,179
305,550 305,550 308,392 - 308,392 2,842
36,500 36,500 36,679 - 36,679 (179)
2,400 2,400 2,765 - 2,765 (365)
7,220 7,220 5,933 (811) 6,744 476
11,500 11,500 12,661 - 12,661 (1,161)
5,700 5,700 6,029 - 6,029 (329)
4,500 4,500 4,529 - 4,529 (29)
22,230 22,230 23,929 - 23,929 (1,699)
4,520 4,520 2,119 - 2,119 2,401
5,000 5,000 4,899 - 4,899 101
- - 34,143 34,143 - -
55,100 55,100 - _(57,107) 57,107 (2,007)
154,670 154,670 133,686 (23,775) 157,461 (2,791)
150,880 150,880 174,706 23,775 150,931 51
(45,000) (45,000) (42,812) - _ (42,812) (2,188)
(45,000) (45,000) (42,812) - (42,812) (2,188)
105,880 105,880 131,894 23,775 108,119 2,239
1,244 413 1,331,285 1,331,285 - 1,331,285 -

$ 1350293 $ 1,437,165 $ 1,463,179 $

23775 $ 1439404 $

2,239

See accompanying notes to other supplementary information.
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1.

CITY OF COLE CAMP, MISSOURI

NOTES TO OTHER SUPPLEMENTARY INFORMATION

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

BUDGETS AND BUDGETARY ACCOUNTING

A proposed operating budget for the year is submitted to the Board of Aldermen no
later than January 1 of the prior year. The operating budget includes proposed
expenditures and the means of financing them. Public hearings are conducted to
obtain taxpayer comments. Prior to December 31, the appropriations are legally
adopted.

The City Clerk is authorized to transfer budgeted amounts between accounts
within any department; however, any revisions that alter the total expenditures of
any department or transfer of unencumbered appropriations of a department must
be approved by the Board of Aldermen upon written request of the Clerk.
Budgeted amounts in the accompanying financial statements include transfers and
revisions to the original appropriations ordinance.

If the Clerk certifies that revenues are in excess of those estimated in the budget,
supplemental appropriations may be made to the amount of such excess upon
approval of the Council. Formal budgetary integration is employed as a
management control device during the year for all funds.

Unexpended budget amounts lapse at the end of the calendar year and do not
carry over from year to year.

See budget compliance issues noted in the Schedule of Findings and
Responses — Current Year.
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