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TAYLOR GREEN PC

602 W. McCord Street A Certified Public Accounting Firm Phone: (417) 451-3036
PO Box 150 Fax: (417) 451-3037
Neosho, MO 64850

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Board of Alderpersons
City of Carl Junction

303 N. Main Street

Carl Junction, Missouri 64834

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Carl Junction, Missouri, as
of and for the year ended April 30, 2016, and the related notes to the financial statements, which collectively
comprise the City of Carl Junction, Missouri’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

Basis for Qualified Opinions on General, Street, Water, Sewer, Governmental and Business-Type
Activities

Management has not recorded infrastructure assets in the General, Street, Water and Sewer Funds and has not
recorded depreciation expense on those assets. This also affects the Governmental and Business-Type Activities
opinion units. Accounting principles generally accepted in the United States of America require infrastructure
assets be capitalized and depreciated, which would increase the assets, net position and expenses of the opinion
units mentioned previously. We cannot reasonably determine the amounts by which this departure would affect
the assets, net position and expenses of the General, Street, Water, and Sewer Funds, and the Governmental
and Business-Type Activities.



Qualified Opinions

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinions on General,
Street, Water, Sewer, Governmental and Business-Type Activities” paragraph, the financial statements referred to
above present fairly, in all material respects, the financial position of the General, Street, Water and Sewer Funds,
and the Governmental and Business-Type activities of the City of Carl Junction, Missouri, as of April 30, 2016,
and the changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Park, Debt Service and Capital Projects funds of the City of Carl Junction, Missouri, as of
April 30, 2016, and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary comparison
information and pension schedules on pages 33-41 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Carl Junction, Missouri’s basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 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 as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 15, 2017, on
our consideration of the City of Carl Junction, 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 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 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 Carl Junction, Missouri’s internal control over financial reporting and
compliance.



Omission of Required Supplementary Information

The City of Carl Junction, Missouri has not presented the Management’s Discussion and Analysis (MD&A) that is
required to be presented to supplement the basic financial statements. Such missing information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. Our opinion on the basic financial statements is not
affected by this missing information.

Taylor Green PC

Neosho, Missouri
January 15, 2017



STATEMENT 1

CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF NET POSITION
APRIL 30, 2016

Primary Government

Governmental Business-type
Activities Activities Total
ASSETS
Current assets:
Cash and cash equivalents $ 1,442856 $ 1,768,948 $ 3,211,804
Internal balances 17,339 (17,339) -
Prepaid Insurance 10,819 8,929 19,748
Taxes receivable 9,025 - 9,025
Accounts receivable, net - 177,934 177,934
Total current assets 1,480,039 1,938,472 3,418,511
Restricted assets:
Cash 421,381 146,991 568,372
Total restricted assets 421,381 146,991 568,372
Non-current assets:
Capital assets:
Land 445,000 242,000 687,000
Other capital assets, net of accumulated
depreciation 11,640,386 10,955,743 22,596,129
Net pension asset 8,941 - 8,941
Total non-current assets 12,094,327 11,197,743 23,292,070
Total Assets 13,995,747 13,283,206 27,278,953
Deferred outflows of resources:
Property taxes receivable 119,150 - 119,150
Relating to pensions 234,817 - 234,817
Total Assets and Deferred Outflows $ 14,349,714 $ 13,283,206 27,632,920
(Continued)

See accompanying notes to the basic financial statements.
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STATEMENT 1

(Continued)
CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF NET POSITION
APRIL 30, 2016
Primary Government
Governmental Business-type
Activities Activities Total

LIABILITIES
Current liabilities:

Accounts payable $ 307,348 $ 19,982 $ 327,330

Accrued liabilities 151,744 75,294 227,038

Current maturities of long-term debt 311,716 329,309 641,025

Total current liabilities 770,808 424,585 1,195,393

Non-current liabilities:

Meter deposits payable - 120,266 120,266

Lease purchase agreement payable 4,169,381 3,088,768 7,258,149

Total non-current liabilities 4,169,381 3,209,034 7,378,415
Total Liabilities $ 4,940,189 $ 3,633,619 $ 8,573,808
NET POSITION

Net investment in capital assets $ 7604289 $ 7,779,666 $ 15,383,955

Restricted for:

Pensions 243,758 - 243,758

Reserves 410,933 - 410,933

Bond Requirements - 20,908 20,908

Debt Service 460,272 - 460,272

Shop with a Cop 5,814 - 5,814

Court Bonds 4,634 - 4,634

Deposits - 126,083 126,083

Unrestricted 679,825 1,722,930 2,402,755
Total Net Position $ 9,409,525 $ 9,649,587 $ 19,059,112

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED APRIL 30, 2016

Program Revenues

STATEMENT 2

Operating Capital
Charges for Grants and Grants and Net (Expense)
Functions/Programs Expenses Services Contributions  Contributions Revenue
Primary government:
Governmental activities:
General and administrative $ (907,435 $ - $ - $ - $ (907,435)
Public safety:
Police department (962,668) 173,848 88,513 - (700,307)
Trash - 63,614 - - 63,614
Community service (24,300) - - - (24,300)
Municipal court (101,860) - - - (101,860)
Park department (308,511) - - - (308,511)
Street (421,924) - - - (421,924)
Capital improvements (89,366) - 29,973 - (59,393)
Debt services (134,683) - - - (134,683)
Total governmental activities (2,950,747) 237,462 118,486 - (2,594,799)
Business-type activities:
Sewer fund (1,450,810) 1,077,129 - 554,717 181,036
Water fund (893,612) 1,099,278 - - 205,666
Total business-type activities (2,344,422) 2,176,407 - 554,717 386,702
Total primary government $(5,295,169) $2,413.869 $ 118,486 $ 554,717 $ (2,208,097)
(Continued)

See accompanying notes to the basic financial statements.
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Change in net position:
Net (expense) revenue

General revenues:
Taxes:
Sales taxes:
General
City
Motor vehicle
Motor fuel taxes
Property taxes
Franchise taxes (fees)
Dog pound
Licenses and permits
Intergovernmental rent
Interest income
Miscellaneous
Net transfers

Total general revenues

Net position—beginning
Prior period adjustment

Net pension benefit, May 1, 2014
Net position--adjusted beginning

Change in net position

Net position—ending

STATEMENT 2

(Continued)
CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED APRIL 30, 2016
Primary Government
Governmental Business-type
Activities Activities Total

$ (2,594,799) 386,702 $ (2,208,097)

332,285 - 332,285

807,795 - 807,795

95,853 - 95,853

197,042 - 197,042

485,162 - 485,162

461,543 - 461,543

1,554 - 1,554

75,410 - 75,410

44,132 - 44,132

1,517 1,873 3,390

87,476 196,288 283,764

262,286 (262,286) -

2,852,055 (64,125) 2,787,930

1,601,837 2,032,681 3,634,518

7,437,236 7,294,329 14,731,565

113,196 - 113,196

9,152,269 9,327,010 18,479,279

257,256 322,577 579,833

$ 9,409,525 9,649,587 $ 19,059,112

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI

BALANCE SHEET
GOVERNMENTAL FUNDS

APRIL 30, 2016

STATEMENT 3

Capital Total
General Street Park Improvement Governmental
Fund Fund Fund Fund Funds
ASSETS
Current assets:
Cash and cash equivalents $ 626,968 $161,079 $ 122862 $ 75,917 $ 1,442,856
Internal balances 17,339 - - - 17,339
Prepaid insurance 9,622 1,197 - - 10,819
Taxes Receivable 4,783 - - - 9,025
658,712 162,276 122,862 75,917 1,480,039
Restricted assets:
Cash and cash equivalents 421,381 - - - 421,381
421,381 — — - 421,381
Total Assets $1,080,093 $162,276 $ 122,862 $ 75,917 $ 1,901,420
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 4565 $ 4611 $ 30956 $ 267,216 $ 307,348
Accrued liabilities 151,733 11 - - 151,744
Total Liabilities 156,298 4,622 30,956 267,216 459,092
Fund Balances:
Unassigned - - - (191,299) (191,299)
Assigned - 51,692 48,447 - 100,139
Committed 258,656 105,962 43,459 - 408,077
Restricted 665,139 - - - 1,125,411
Nonspendable - - - - -
Total Fund Balances 923,795 157,654 91,906 (191,299) 1,442,328
Total Liabilities and Fund Balances $1,080,093 $162,276 $ 122,862 $ 75,917 $ 1,901,420
Reconciliation to Statement of Net Position:
Total fund balance - total governmental funds $ 1,442,328
Amounts reported for governmental activities in the statement of net position is different because:
Capital assets used in governmental activities of $19,105,709 are not financial resources and,
therefore, are not reported in the funds, net of accumulated depreciation of $7,020,323 12,085,386
Other long-term assets are not available to pay for
current-period expenditures and therefore are deferred
in the funds. 119,150
Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds. (4,481,097)
Pension benefits are reported as they are earned in the statement of
net position:
Net pension asset 8,941
Deferred outflow of resources relating to pension 234,817
Net position of governmental activities $ 9,409,525

See accompanying notes to the basic financial statements.
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Revenues:
Taxes
Fines
Trash
Grant
Dog pound
Licenses and permits
Intergovernmental rent
Interest income
Miscellaneous

Total Revenues

Expenditures:
Current:
General and administrative
Public Safety:

Police department
Community service
Health insurance premiums

Municipal court
Park department
Streets
Capital improvements
Debt service

Total Expenditures

Excess (deficiency) of
revenues over expenditures

CITY OF CARL JUNCTION, MISSOURI

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED APRIL 30, 2016

STATEMENT 4

Capital Debt Total
General Street Park Improvement Service Governmental

Fund Fund Fund Fund Fund Funds
$1,278,990 $ 419,169 $ 126,127 $ 126,147  $ 429,247 $ 2,379,680
173,848 - - - - 173,848
63,614 - - - - 63,614
88,513 - - 29,973 - 118,486
1,554 - - - - 1,554
75,410 - - - - 75,410
44,132 - - - - 44,132
721 158 111 88 439 1,517
79,426 470 7,580 - - 87,476
1,806,208 419,797 133,818 156,208 429,686 2,945,717
451,907 - - - - 451,907
863,380 - - - - 863,380
24,300 - - - - 24,300
262,072 - - - - 262,072
101,860 - - - - 101,860
- - 187,458 - - 187,458
- 370,232 - - - 370,232
- - - 89,366 - 89,366
- - - - 134,683 134,683
1,703,519 370,232 187,458 89,366 134,683 2,485,258
$ 102,689 $ 49,565 $ (53,640) $ 66,842 $ 295,003 $ 460,459

See accompanying notes to the basic financial statements.
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STATEMENT 4

(Continued)
CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED APRIL 30, 2016
Capital Debt Total
General Street Park Improvement Service Governmental
Fund Fund Fund Fund Fund Funds
Other Financing Sources (Uses):
Operating transfers in 1,847,468 144,417 175,906 - - 2,167,791
Operating transfers out (1,419,273) (119,726) (78,900) (72,606) (215,000) (1,905,505)
Total Other Financing Sources (Uses) 428,195 24,691 97,006 (72,606) (215,000) 262,286
Net change in fund balances 530,884 74,256 43,366 (5,764) 80,003 722,745
Fund balances--beginning 879,345 83,398 121,145 81,680 436,269 1,601,837
Prior period adjustments 4,902,061 839,306 2,076,280 (267,216) - 7,550,431
Fund balances--adjusted beginning 5,781,406 922,704 2,197,425 (185,536) 436,269 9,152,268
Fund balances--ending $6,312,290 $ 996,960 $2,240,791 (191,300) $ 516,272 $ 9,875,013
Reconciliation to the Statement of Activities:
Net change in fund balances - total governmental funds $ 722,745
Amounts reported for governmental activities in the Statement of Activities are different because:
In the statement of activities, the pension expense recognized is equal to the change in the
pension liability adjusted for deferred recognition of the certain changes in
the liability and investment experience.
Current year pension expense (52,468)
Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expense to allocate those expenditures to
over the life of the assets:
Depreciation expense (413,021)
Change in Net Position of Governmental Activities $ 257,256

See accompanying notes to the basic financial statements.
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ASSETS

Current assets:
Cash and cash equivalents
Prepaid Insurance
Accounts receivable, net

Total current assets

Restricted assets:
Cash

Total restricted assets
Non-current assets:

Capital assets:
Land

CITY OF CARL JUNCTION, MISSOURI

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

APRIL 30, 2016

Business-type Activities

STATEMENT 5

Other capital assets, net of accumulated

depreciation
Total non-current assets

Total Assets

Waterworks = Wastewater Total
System System Proprietary
Fund Fund Funds

$ 102,784 $ 1,666,164 $ 1,768,948

3,162 5,767 8,929
83,922 94,012 177,934
189,868 1,765,943 1,955,811
121,766 25,225 146,991
121,766 25,225 146,991
92,000 150,000 242,000

2,880,542 8,075,201 10,955,743
2,972,542 8,225,201 11,197,743
$ 3,284,176 $10,016,369 $ 13,300,545

See accompanying notes to the basic financial statements.
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STATEMENT 5

(Continued)
CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
APRIL 30, 2016
Business-type Activities
Waterworks  Wastewater Total
System System Proprietary
Fund Fund Funds
LIABILITIES
Current liabilities:
Accounts payable $ 8,721 § 11,261 $ 19,982
Accrued liabilities 37,640 37,654 75,294
Internal balances - 17,339 17,339
Current maturities of long-term debt 114,018 215,291 329,309
Total current liabilities 160,379 281,545 441,924
Non-current liabilities:
Meter deposits payable 120,266 - 120,266
Lease Purchase Agreement payable 725,000 2,363,768 3,088,768
Total non-current liabilities 845,266 2,363,768 3,209,034
Total Liabilities 1,005,645 2,645,313 3,650,958
NET POSITION
Net investment in capital assets 2,133,524 5,646,142 7,779,666
Restricted for:
Bond requirement 1,500 19,408 20,908
Deposits 120,266 5,817 126,083
Unrestricted 23,241 1,699,689 1,722,930
Total Net Position 2,278,531 7,371,056 9,649,587
TOTAL LIABILITIES AND NET POSITION $ 3,284,176 $10,016,369 $ 13,300,545

See accompanying notes to the basic financial statements.
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STATEMENT 6

CITY OF CARL JUNCTION, MISSOURI

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED APRIL 30, 2016

Business-type Activities

Waterworks Wastewater Total
System System Proprietary
Fund Fund Funds

Operating Revenues:

Charges for services:
Water 1,019,666 - 1,019,666
Sewer - 1,061,421 1,061,421
Penalties 79,612 15,708 95,320
Miscellaneous 8,750 187,538 196,288
Total Operating Revenues 1,108,028 1,264,667 2,372,695

Operating Expenses:
Accounting 2,460 2,460 4,920
Advertising 76 76 152
Attorney 5,850 5,850 11,700
Bad debts 5,427 8,931 14,358
Contract labor & engineering 3,476 54,184 57,660
Depreciation 117,979 362,828 480,807
Dues 4,544 3,505 8,049
General supplies 21,270 15,104 36,374
Insurance 15,809 28,835 44,644
Meter reading expense 2,552 - 2,552
Miscellaneous and travel 192 712 904
Office supplies 17,253 17,220 34,473
Payroll expenses 21,053 17,041 38,094
Professional fees 40,511 10,047 50,558
Repairs and maintenance 183,778 453,505 637,283
Retirement 22,451 17,851 40,302
Salaries 248,774 220,942 469,716
Sewer Materials - 49,666 49,666
Training 1,169 1,136 2,305
Utilities 119,990 86,753 206,743
Vehicle 8,537 8,527 17,064
Capital outlay 23,218 23,329 46,547
Total Operating Expenses 866,369 1,388,502 2,254,871
Operating Income (Loss) 241,659 (123,835) 117,824
(Continued)

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED APRIL 30, 2016

Non-Operating Revenues (Expenses):
Interest and investment revenue
Grant revenue
Interest expense
Miscellaneous expense

Total Non-Operating Revenues (Expenses)

Net Income (Loss) Before
Contributions and Transfers

Operating transfers in
Operating transfers out

Change in net position
Total net position - beginning
Prior period adjustment

Total net position - adjusted beginning

Total net position - ending

Business-type Activities

STATEMENT 6
(Continued)

Waterworks Wastewater Total
System System Proprietary
Fund Fund Funds
165 1,708 1,873
- 554,717 554,717
(27,243) (41,377) (68,620)
- (20,931) (20,931)
(27,078) 494,117 467,039
214,581 370,282 584,863
12,750 67,000 79,750
(128,350) (213,686) (342,036)
98,981 223,596 322,577
100,181 1,932,500 2,032,681
2,079,369 5,214,960 7,294,329
2,179,550 7,147,460 9,327,010
$ 2,278,531 $ 7,371,056 9,649,587

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED APRIL 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers

Cash paid to suppliers and employees

Operating transfers in

Operating transfers out

Miscellaneous expenses

Interfund transfers

Interest paid

Net Cash Provided by Operating Activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of capital assets
Principal and interest paid on bonds, notes, and lease obligations
Capital grants received

Net Cash Provided by (Used in) Capital and Related Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Balances - beginning of the year

Balances - end of the year

Business-type Activities

STATEMENT 7

Waterworks Wastewater Total
System System Proprietary
Fund Fund Funds
$1,034,065 $ 1,168,351 $ 2,202,416
(759,611) (1,020,066) (1,779,677)
12,750 67,000 79,750
(128,350) (213,686) (342,036)
- (20,931) (20,931)
- 17,339 17,339
(27,243) (41,377) (68,620)
131,611 (43,370) 88,241
- (652,401) (652,401)
(134,494) (92,486) (226,980)
- 554,717 554,717
(109,494) (190,170) (299,664)
22,117 (233,540) (211,423)
202,433 1,924,929 2,127,362
$ 224550 $ 1,691,389 $ 1,915,939
(Continued)

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED APRIL 30, 2016

Net Income/Loss
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation and Amortization expense
Change in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
(Increase) decrease in grants receivable
Increase (decrease) in customer deposits payable
Increase (decrease) in interfund payable
Increase (decrease) in accrued liabilities
Increase (decrease) in accounts payable

Net cash provided by operating activities

STATEMENT 7

(Continued)
Business-type Activities
Waterworks Sewer Total
System Revenue Proprietary
Fund Fund Funds
$ 98,981 $ 223,596 $ 322,577
117,979 362,828 480,807
(70,966) (92,257) (163,223)
(3,162) (5,767) (8,929)
- (554,717) (554,717)
(19,942) - (19,942)
- 17,339 17,339
- 14 14
8,721 5,594 14,315
$ 131611 $§ (43,370) $ 88,241

See accompanying notes to the basic financial statements.
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CITY OF CARL JUNCTION, MISSOURI
NOTES TO THE FINANCIAL STATEMENTS
April 30, 2016

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Carl Junction, Missouri operates as a fourth class city as provided for in Chapter 79 of the
Missouri Revised Statutes. The City operates under an elected Mayor/Board of Alderpersons/City
Administrator form of government. The City’s major operations include public safety, public works,
recreation and general administrative services.

As discussed further in Note 1.A., the financial statements of the Governmental Funds are presented
on a modified accrual basis of accounting. Generally accepted accounting principles include all
relevant Governmental Accounting Standards Board (GASB) pronouncements. In the government-
wide financial statements and the fund financial statements for the proprietary funds, Financial
Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB)
opinions issued on or before November 30, 1989, have been applied, to the extent they are applicable
to the modified accrual basis of accounting, unless those pronouncements conflict with or contradict
GASB pronouncements, in which case GASB prevails.

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

1.A. FINANCIAL REPORTING ENTITY — BASIS OF PRESENTATION

The financial reporting entity consists of (a) the primary government, (b) organizations for which the
primary government is financially accountable, and (c) other organizations for which the primary
government is not accountable, but for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity’s financial statements to
be misleading or incomplete. Component units are legally separate organizations for which the
elected officials of the primary government are financially accountable. Financially accountable means
the primary government is accountable for the component unit and the primary government is able to
impose its will or the component unit may provide financial benefits or impose a financial burden on
the primary government. In addition, component units can be other organizations for which the nature
and significance of their relationship with the primary government are such that exclusion would cause
the reporting entity’s financial statements to be misleading or incomplete.

As required by accounting principles generally accepted in the United States of America, the City has
evaluated the above criteria to determine whether any other entity meets the definition of a component
unit and must be included in these financial statements. The City has determined that no other
outside entity meets the above criteria and therefore, no other entity has been included as a
component unit in the City’s financial statements. In addition, the City is not aware of any entity for
which the City would be considered as a component unit of that entity.

1.A. 1. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Government-Wide Financial Statements

The government-wide financial statements include the statement of net position 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
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and City general revenues, from business-type activities, generally financed in whole or in part with
fees charged to external customers.

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 associated with a distinct functional activity. Program revenues include: (1) charges for
services which report fees, fines and forfeitures, and other charges to users of the City’s services; (2)
operating grants and contributions which finance annual operating activities including restricted
investment income; and (3) capital grants and contributions which fund the acquisition, construction, or
rehabilitation of capital assets and include fees to developers. These revenues are subject to
externally imposed restrictions to these program uses. Taxes and other revenue sources not properly
included with program revenues are reported as general revenues.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds, each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self-
balancing accounts which constitutes its assets, liabilities, fund equity, revenues, and
expenditures/expenses. Funds are organized into two major categories: governmental and
proprietary. The City presently has no fiduciary funds. 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:

a. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or
enterprise fund are at least 10 percent of the corresponding total for all funds of that category
or type, and

b. 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.

The entity currently has six major funds: the General fund, the Street fund, the Park fund, the Debt
Service fund, the Waterworks fund, and the Wastewater fund.

The funds of the financial reporting entity are described below:

Governmental Funds

General Fund

The General Fund is the primary operating fund of the City and always classified as a major fund. It is
used to account for all activities except those legally or administratively required to be accounted for in
other funds.

Special Revenue Funds

Special revenue funds are used to account for the proceeds of the specific revenue sources that are
either legally restricted to expenditures for specified purposes or designated to finance particular
functions or activities of the City. The reporting entity includes the following special revenue funds:
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Fund Brief Description
Street Fund Accounts for the portion of the city sales tax earmarked for transportation and

intergovernmental transfers from the State received for street improvements.
This fund is classified as a major fund.

Park Fund Accounts for the portion of the city sales tax dedicated to maintenance of the
City’s park and stormwater systems. This fund is also classified as a major
fund.

Capital Projects Fund

A Capital Projects Fund is formed to account for the acquisition, construction, or improvement of major
capital assets (other than those financed by proprietary funds, private organizations, or other
governments).

Debt Service Fund

The Debt Service Fund is for the accumulation of resources for, and the payment of, principal and
interest of the City’s General Obligation Bond. The Debt Service Fund is considered a major fund.

Proprietary Funds

Enterprise Fund

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 private sector. The reporting entity includes the following
enterprise fund that is reported as a major fund:

Fund Brief Description

Waterworks and Wastewater

Funds The Waterworks and Wastewater Funds were established to account
for operations of the water and sewer system of the City of Carl
Junction. Enterprise Funds are operated in a manner similar to
private business enterprises where the intent of the governing body is
that the costs of providing services to the general public on a
continuing basis will be recovered or financed primarily through user
charges. The City applies all GASB pronouncements as well as the
Financial Accounting Standards Board pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements. Both funds are considered
major funds.

1. A. 2. 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.

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

a. Governmental fund financial statements use the current financial resources measurement
focus and the modified accrual basis of accounting. Only current financial assets and
liabilities are generally included on their balance sheets. Their operating statements present
resources 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. The length of time used to define available for purposes of revenue recognition
in the governmental financial statements is sixty days from the end of the fiscal year.

b. The proprietary fund statement incorporates the economic resources measurement focus and
the accrual basis of accounting. 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. Revenue is recognized when
earned. Expenses are recorded when the liability is incurred or the economic asset used.
Proprietary fund equity is classified as net position.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, both the governmental
and business-type activities are consolidated and presented on the full accrual, economic resources
basis of accounting. The consolidated presentation incorporates long-term assets and receivables as
well as long-term debt and obligations, and it provides information to improve analysis and
comparability.

Since the accounting differs significantly between the governmental funds and the proprietary funds, it
is necessary to convert the governmental fund data to arrive at the government-wide financial
statements. Therefore, reconciliations have been provided following the Governmental Funds Balance
Sheet and the Statement of Revenues, Expenditures and Changes in Fund Balance identifying
categories that required conversion from the fund statements.

The cost of normal maintenance and repairs that does not add to the value of the assets or materially
extend asset lives is not capitalized. Improvements are capitalized and depreciated over the
remaining useful lives of the related capital assets, as applicable.

1. A. 3. RISK MANAGEMENT

The City of Carl Junction, Missouri is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
City is a member of the Missouri Intergovernmental Risk Management Association (MIRMA) that
carries pooled high risk insurance which manages these various risk factors.

1. B. ASSETS, LIABILITIES, AND FUND BALANCES

1.B. 1. CASH
At April 30, 2016, the reported amount of the City’s deposits was $3,588,042 and the bank balance

was $3,645,574. All of the bank balance was covered by federal depository insurance or by collateral
held by the City’s agent in the City’s name.
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1. B. 2. INVESTMENTS

The City is allowed to invest in obligations of the United States Government or any agency thereof,
maturing and becoming payable not more than three years from date of purchase. In addition, the City
may enter into repurchase agreements maturing and becoming payable within ninety days, secured by
United States Governmental Agencies or instrumentalities of any maturity.

1. B. 3. RECEIVABLES

Receivables are presented net of an allowance for doubtful accounts as follows:

Gross receivable | Allowance | Net Receivable
Governmental $128,175 $0 $128,175
Proprietary 192,292 14,357 177,934

1. B. 4. CAPITAL ASSETS

The accounting treatment over property, plant and equipment (capital assets) depends on whether the
assets are used in governmental fund operations or proprietary fund operations and whether they are
reported in the government-wide or fund financial statements.

Government-Wide Statements

In the government-wide financial statements, capital assets are accounted for as assets in the
Statement of Net Position. All capital assets are valued at historical cost or estimated historical cost if
actual is unavailable.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Statement of Net Position. Depreciation is
provided over the assets’ estimated useful lives using the straight-line method of depreciation (with no
expected salvage value). There is no formal capitalization threshold used to report capital assets.

The range of useful lives by type of asset is as follows:

+ Buildings 50 years
+ Machinery, furniture and equipment 5-20 years
+ Vehicles 5-20 years

Fund Financial Statements

In the fund financial statements, capital assets acquired for use in governmental fund operations are
accounted for as capital outlay expenditures of the governmental fund upon acquisition. Capital
assets acquired for use in proprietary fund operations are accounted for the same as in the
government-wide statements.

1. B. 5. GOVERNMENTAL FUND BALANCES
As required, the City of Carl Junction has applied GASB Statement No. 54 which establishes fund
balance classifications that comprise a hierarchy based primarily on the extent to which the City is

bound to observe constraints imposed upon the use of its resources reported in governmental funds.
As such, the City has identified April 30, 2016 fund balances on the Balance Sheet as follows:
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a. The City has no fund balances classified as nonspendable.

b. The amounts shown as restricted reflect fund balances restricted for specific use by
external resource providers.

c. The amounts shown as committed are funds that have been committed to specific uses by
a formal action of the Carl Junction Board of Alderpersons.

d. The assigned amounts in funds other than the General Fund represent resources
intended for the respective fund uses.

The City of Carl Junction considers restricted, committed, assigned and unassigned amounts to be
spent in that order when expenditures are incurred for which any of those amounts are available.

1. B. 6. DUE FROM/TO OTHER FUNDS AND TRANSFERS

Interfund receivables and payables arise from interfund transactions and are recorded by all funds
affected in the period in which transactions are executed. The flow of assets from one fund to another
where repayment is not expected are reported as transfers in and out.

In the process of aggregating the financial information for the government-wide Statement of Net
Position and Statement of Activities, the amounts reported as intergovernmental activity and balances
in the fund financial statements have been eliminated or reclassified. However, internal balances,
amounts reported in the fund financial statements as intergovernmental receivables and payables
reported as Due to or Due from other funds, are expected to be repaid to the lending Fund. The Due
to/Due from balances for the current year are as follows:

Due from Wastewater Fund to General Fund $17,339
Due to General from Wastewater ($17,339)

1. C. REVENUES, EXPENDITURES., AND EXPENSES

1. C. 1. PROPERTY TAX

Property taxes are an enforceable lien on property as of January 1. Taxes are levied November 1 and
are due and payable in full by December 31; unpaid taxes become delinquent after December 31.

The assessed valuation of the tangible real property for the calendar year 2015 for the purposes of
local taxation was:

General $39,981,271
Debt Service $35,455,090

The tax levy of $100.00 of the assessed valuation of tangible real property for the calendar year was:

General Fund $ .4823
Debt Service Fund $  .4277
$ .91

1. C. 2. SALES TAX
The City levies a 1% general sales tax, a 2% transportation sales tax, a 2% parks/stormwater sales

tax and a 2% capital projects sales tax on taxable sales within the City. The tax is collected by the
Missouri Department of Revenue and remitted to the City.
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1. C. 3. OPERATING REVENUE AND EXPENSES

Operating revenues and expenses for proprietary funds are those that result from providing services
and producing and delivering goods and/or services. It also includes all revenues and expenses not
related to capital and related financing, non-capital financing, or investing activities.

1. C. 4. EXPENDITURES/EXPENSES

In the government-wide financial statement, expenses are reported on the accrual basis and are
classified by function for both governmental and business-type activities. In the fund financial
statements, governmental funds report expenditures of financial resources. Proprietary funds report
expenses relating to use of economic resources.

1. D. USE OF ESTIMATES

The preparation of financial statements requires management to make estimates and assumptions
that affect certain reported amounts and disclosures (such as estimated useful lives in determining
depreciation expense); accordingly, actual results could differ from those estimates.

NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
By its nature as a local government unit, the City is subject to various federal, state and local laws and
contractual regulations. An analysis of the City’s compliance with significant laws, regulations, grants

and contracts and demonstration of its stewardship of City resources follows:

2. A. REVENUE RESTRICTIONS

For the year ended April 30, 2016, the City was in compliance with certain restrictions placed over
revenue sources from state, local, or debt requirements. The primary restricted revenue sources
include:

Revenue Source Legal Restrictions of Use
Sales Tax To be allocated among general purpose, capital projects,
parks/storm water, and street improvements.

Motor Vehicle and Fuel Tax To be used for the purpose of funding and maintaining streets
and alleys.

Wastewater and Waterworks Utility operations and debt service.

Revenue

2. B. DEBT RESTRICTIONS AND COVENANTS

Business-type Activity Debt

The restrictions and covenants relating to the $860,000 Series 2002 Sewerage System Revenue
Bonds are as follows:

1. Particular Covenants of the City:

a. The City will fix, establish, maintain and collect rates and charges for the use and
services furnished by or through the System as will produce income and revenues
sufficient to (a) pay the costs of the operation and maintenance of the System; (b) pay
the principal and interest on the Bonds as and when due; (c) enable the City to have
in each Fiscal Year Net Revenues Available for Debt Service of not less than 110% of
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the amount required to be paid by the City in the Fiscal Year on account of both
principal of and interest on all System Revenue Bonds at the time outstanding; and (d)
provide reasonable and adequate reserves for the payment of the Bonds and the
interest thereon and for the protection and benefit of the System as provided in
Ordinance 02-13. The City met this test.

b. The City will apply moneys in the Revenue Fund as follows: On the first day of the
month, to the Depreciation and Replacement Account if the balance in the
Depreciation and Replacement Account is less than the maximum Depreciation and
Replacement Account requirement ($103,000), commencing on 1/1/04, 1/12 of the
Annual Depreciation and Replacement Account requirement (of $10,000). The City
met this requirement. The City also passed a Sewer Use Charge Ordinance that
requires that $67,000 be transferred yearly to the Depreciation and Replacement
Account. The City met this requirement.

The restrictions and covenants relating to the $1,760,000 Series 2003 Waterworks System Revenue
Bonds are as follows:

1. Particular Covenants of the City:

a. The City will fix, establish, maintain and collect rates and charges for the use and
services furnished by or through the System as will produce income and revenues
sufficient to (a) pay the costs of the operation and maintenance of the System; (b) pay
the principal and interest on the Bonds as and when due; (c) enable the City to have
in each Fiscal Year Net Revenues Available for Debt Service of not less than 110% of
the amount required to be paid by the City in the Fiscal Year on account of both
principal of and interest on all System Revenue Bonds at the time outstanding; and (d)
provide reasonable and adequate reserves for the payment of the Bonds and the
interest thereon and for the protection and benefit of the System as provided in
Ordinance 02-13. The City met this test.

b. The annual amount required by the User Charge Ordinance to be deposited in the
Water Repair and Replacement Account is $16,200. The City met this requirement.

NOTE 3. DETAILED NOTES ON FUNDS

The following notes present detailed information to support the amounts reported in the basic financial
statements for its various assets, liabilities, equity, revenues and expenditures/expenses.

3. A. ASSETS
3. A. 1. DEPOSITS

The City has adopted formal investment policies or policies related to custody credit risk for City
moneys.

3. A. 2. CAPITAL ASSETS

Capital asset activity resulting from accrual based transactions for the fiscal year ended April 30, 2016
was as follows:
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Balance at Balance at
May 1, 2015 Additions | Deductions | April 30, 2016
Governmental activities:
Land (non-depreciable) $ 445,000 | $ 0] % 0| $ 445,000
Buildings 17,307,141 0 0 17,307,141
Machinery and Equipment 990,941 206,725 0 1,197,666
Vehicles 112,920 42,982 0 155,902
Totals at historical cost 18,856,002 249,707 19,105,709
Less accumulated depreciation:
Buildings 6,166,575 346,143 0 6,512,718
Machinery & Equipment 410,814 48,325 0 459,139
Vehicles 29,911 18,555 0 48,466
Total accum. depreciation 6,607,300 413,023 0 7,020,323
Governmental activities capital
assets, net $ 12,248,702 | $(163,316) | $ 0|$ 12,085,386
Business-type activities:
Land (non-depreciable) $ 242,000 | $ 0] $ 0 $ 242,000
Buildings 23,054,427 0 0 23,054,427
Machinery and Equipment 388,070 199,500 0 587,570
Vehicles 182,320 0 0 182,320
Totals at historical cost 23,866,817 199,500 0 24,066,317
Less accumulated depreciation:
Buildings 12,200,385 447,181 0 12,647,566
Machinery and Equipment 124,034 20,264 0 144,298
Vehicles 63,348 13,362 0 76,710
Total accum. depreciation 12,378,767 480,807 0 12,868,574
Business-type activities
capital assets, net 11,479,050 (281,307) 0 11,197,743
Total Assets (net) $ 23,283,129

Depreciation expense was charged to the funds in the Statement of Activities as follows:

Governmental Activities

General Fund
Street Fund
Park Fund

$240,278
$51,692
$121,053

Business-Type Activities

Water/ Fund
Wastewater Fund

3. A. 3. RESTRICTED ASSETS

Restricted assets include cash and investments that are legally restricted as to their use by statute or
The City’s policy is to first apply restricted resources when an expense is incurred for

contract.

$117,979
$362,828

purposes for which both restricted and unrestricted net position are available.

The amounts reported as restricted cash are comprised of amounts held by the various funds. The

following table shows the breakdown and classification of the amounts:
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Classification Amount
Court Bonds 4,634
Shop with a Cop 5,814
Reserves 410,933
Wastewater Repair & Replacement 19,408
FRPV Deposit 5,817
Waterworks Repair & Replacement 1,500
Water Deposits 120,266

$ 568,372

3. B. LIABILITIES

3. B. 1. REFUNDABLE DEPOSITS/BONDS

Refundable deposits reported as a fund liability within the Statement of Net Position are comprised of
the following:

Water Deposits Payable | $120,266
Court Bonds Payable $ 4,634

3. B. 2. LONG-TERM LIABILITIES
At year end, obligations consisted of the following:

On January 1, 2011, the City assumed a promissory note

in the amount of $132,000 with the Department of Natural

Resources for the costs of the design, acquisition, installation

and implementation of energy conservation measures.

Repayment is made with semi-annual payments of $6,021

which include interest at 4.89%. Maturity date is August 1, 2025. 90,439

On January 20, 2010, the City entered into a lease purchase agreement

with Commerce Bank for equipment in the amount of $267,752.

The City refinanced the lease purchase on March 21, 2012.

Repayment is made with yearly payments of $17,339, which

include interest at 3.69%. Maturity date is September 1, 2017, and is

secured by various furniture, fixtures, and equipment. 32,850

On December 30, 2010, the City entered into a promissory note

with Community Bank & Trust for land in the amount of $305,000.

Repayment is made with monthly payments of $4,737, which includes

interest at 3.75%. Maturity date is September 11, 2018 and is secured

by anticipated taxes. 37,317

On July 30, 2008, the City authorized 2012B Series General
Obligation Bonds in the amount of $4,245,000. Interest rates from
3.75% to 5.10%. Maturity date is March 2028. 4,030,000

On August 5, 2014, the City entered into a lease purchase agreement

with Community Bank & Trust for a skate park in the amount of $94,710.

Repayment is made with semi-annual payments of $10,030, which include

interest at 2.10%. Maturity date is August 5, 2019. 67,341
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On July 16, 2013, the City entered into a lease purchase agreement

with U.S. Bank for the purchase of generators in the amount of $213,500.

Repayment is made with semi-annual payments of $30,018, which include

interest at 3.70%. Maturity date is July 12, 2017. 24,018

On April 3, 2003, the City authorized Series 2003 bonds
for water system improvements in the amount of $1,760,000.
Interest rates vary from 2.00% to 4.70%. Maturity date is January 2024. 815,000

On May 8, 2002, the City authorized Series 2002 bonds
for sewer system improvements in the amount of $860,000.
Interest rates vary from 3.00% to 5.15%. Maturity date is January 2023. 340,000

On March 18, 2014, the City entered into a lease purchase agreement

with Southwest Missouri Bank for a lift station and wastewater

collection system in the amount of $335,280. Repayment is

made with semi-annual payments of $29,914, which include

interest at 2.10%. Maturity date is March 20, 2020. 227,990

On February 16, 2016, the City entered into a promissory note

with the Missouri Department of Economic Development/

Division of Energy for solar arrays in the amount of $358,000 at

an interest rate of 2.75%. Maturity date is February 16, 2026.

The first payment on this note was due after April 30, 2016. 358,000

On September 19, 2013, the City authorized Series 2013 bonds
for sewer system improvements in the amount of $2,050,000.

Interest at 1.55%. Maturity date is July 1, 2034. 1,876,130
Total $7,899,085

Less portion considered current (641,025)
Total Long-Term Liabilities $7,258,060

Maturities of long term debt for the next five years and forward are as follows:

Year Ending

April 30, Principal Interest
2017 641,025 235,008
2018 605,128 220,476
2019 608,325 200,945
2020 628,042 181,473
2021 588,885 160,972
2022-2026 2,997,550 493,095
2027-2032 1,478,000 105,650
2033-2038 352,130 13,857
Total $7899,085 $ 1,611,476

Total interest expense on the above liabilities was $207,866 during the year ended April 30, 20186.

Changes in Long-Term Debt:

The following is a summary of changes in long-term debt for the year ended April 30, 2016:
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Type of Debt Balance Additions Reductions Balance
April 30, April 30,
2015 2016

General Obligation Bonds $4,245,000 $ 0| $ 215,000 | $4,030,000
Revenue Bonds 3,260,130 0 229,000 | 3,031,130
Lease Purchases 576,765 0 224,566 352,199
Notes Payable 191,950 358,000 64,194 485,756
Total Long-Term Debt $7,899,085

NOTE 4. OTHER NOTES

4. A. CONTINGENCIES

4. A. 1. CONTINGENCIES

No contingencies of significance were noted other than possible liabilities of an indeterminable amount
relating to two legal claims against the City.

4. B. FISCAL RESPONSIBILITY

The Board of Aldermen follow the following procedures in the preparation of the budget:

1. Prior to May 1, the City Administrator submits to the Board of Alderpersons a proposed
operating budget for the fiscal year commencing May 1.

2. Public hearings are conducted to obtain taxpayer comment.

3. Priorto May 1, the budget is legally enacted through passage of an ordinance.

4. Formal budgetary integration is employed as a management control device during the year for
all funds.

Section 67.040 of RSMo 1994 provides that a City may not exceed the authorized expenditures in the
approved budget without adopting a resolution which sets forth the facts and reasons for making an
increase necessary and approves or adopts an order, motion, resolution or ordinance to authorize the
expenditures.

4. C. PRIOR PERIOD ADJUSTMENTS

Prior period adjustments of $113,196 were made to adjust the pension liabilities and expenses as of
July 1, 2014 in the government-wide financial statements. Prior period adjustments of $14,731,565
were made to adjust capital assets, accumulated depreciation and loan balances to actual.

NOTE 5. PENSIONS

5. A. PENSIONS

Plan Description — The City’s defined benefit pension plan provides certain retirement, disability, and
death benefits to plan members and beneficiaries. The City participates in the Missouri Local
Government Employees Retirement System (LAGERS). LAGERS is an agent multiple-employer,
statewide public employee pension plan established in 1967 and administered in accordance with
RSMo. 70.600-70.755. As such, it is LAGERS’ responsibility to administer the law in accordance with
the expressed intent of the General Assembly. The plan is qualified under the Internal Revenue Code
Section 401(a) and it is tax exempt. The responsibility for operations and administration of LAGERS is
vested in the LAGERS Board of Trustees consisting of seven persons. LAGERS issues a publically
available financial report that includes financial statements and required supplementary information.
This report may be obtained by accessing the LAGERS website at www.molagers.org.
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Benefits provided — LAGERS provides retirement, death and disability benefits. Benefit provisions are
adopted by the governing body of the employer, within the options available in the state statutes
governing LAGERS. All benefits vest after five years of credited service. Employees who retire on or
after age 60 (55 for police) with five or more years of service are entitled to an allowance for life based
upon the benefit program information provided below. Employees may retire with an early retirement
benefit with a minimum of five years of credited service and after attaining age 55 (50 for police) and
receive a reduced allowance.

Benefit multiplier: 3.5%
Final Average Salary: 5 years
Member Contribution Rate: 4%

Benefit terms provide for annual postretirement adjustments to each member’s retirement allowance
subsequent to the member’s retirement date. The annual adjustment is based on the increase in the
Consumer Price Index and is limited to 4% per year.

Employees covered by benefit terms -- At April 30, 2016 the following employees were covered by the
benefit terms:

Inactive employees or beneficiaries currently receiving benefits 7
Inactive employees entitled to but not yet receiving benefits 3
Active employees 19

Total 29

Contributions -- The employer is required to contribute amounts at least equal to the actuarially
determined rate, as established by LAGERS. The actuarially determined rate is an estimated amount
necessary to finance the cost of benefits earned by employees during the year, with an additional
amount to finance an unfunded accrued liability. Full-time employees of the employer contribute 4% of
their gross pay to the pension plan. Employer contribution rates are 8% (general) and 7.1% (police) of
annual covered payroll.

Net Pension Liability -- The City’s net pension liability was measured as of June 30, 2015, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of February 28, 2015.

Actuarial assumptions -- The total pension liability in the February 28, 2015, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 3.5% wage inflation, 3.0% price inflation
Salary increases 3.5% to 6.8%, including wage inflation
Investment rate of return 7.25%, net of investment and admin expenses

Mortality rates were based on the 1994 Group Annuity Mortality Table set back 3 years for both males
and females.

The actuarial assumptions used in the February 28, 2015, valuation were based on the results of an
actuarial experience study for the period March 1, 2005, through February 28, 2010.

The long-term expected rate of return on pension plan investments was determined using a model
method in which the best-estimate ranges of expected future real rates of return (expected returns, net
of investment expenses and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation. The target
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April 30, 2016

allocation and best estimates of arithmetic real rates of return for each major class are summarized in

the following table:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Equity 48.5% 5.50%
Fixed Income 25.0% 2.25%
Real Assets 20.0% 4.50%
Strategic Assets 6.5% 7.50%

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

Changes in the Net Pension Liability:

. The projection

Total Pension | Plan Fiduciary Net Net Pension
Liability Position Liability/(Asset)

Balances at 6/30/14 $2,252,226 $2,465,422
Changes for the year:

Service Cost 105,849

Interest 171,668

Diff Between Exp/Actual 60,673

Employer Contributions 104,892

Employee Contributions 44,363

Net Investment Income 49,120

Benefit Payments (74,072) (74,072)

Administrative Expense (4,008)

Other Changes 39,568

Net Changes 264,118 159,863

Balances at 6/30/15 $2,616,344 $2,625,285 ($8,941)

Sensitivity of the net pension liability to changes in the discount rate -- The following presents the Net
Pension Liability of the employer, calculated using the discount rate of 7.25%, as well as what the
employer’'s Net Pension Liability would be using a discount rate that is 1 percentage point lower
(6.25%) and one percentage point higher (8.25%) than the current rate.

1% Decrease 6.25%

Current Single Discount
Rate Assumption 7.25%

1% Increase 8.25%

($8,941)

$130,146

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions -- For the year ended April 30, 2016, the employer recognized pension expense of $52,468.
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The employer reported Deferred Outflows and Inflows of Resources related to pensions from the
following sources:

Deferred Outflows | Deferred Inflows of
of Resources Resources

Differences in experience $49,825 $0
Changes in assumptions 0 0
Excess (deficit) investment returns 106,854 0
Contributions subsequent  to the 78,138 0
measurement date*
Total $234,817 $0

*The amount reported as deferred outflows of resources resulting from contributions subsequent to the

measurement date will be recognized as a reduction in the Net Pension Liability for the year ending
April 30, 2017.

Amounts reported as Deferred Outflows and Inflows of Resources related to pensions will be
recognized in pension expense as follows:

Year Ended:

2016 $ 37,561
2017 115,699
2018 37,561
2019 37,561
2020 6,435
Thereafter 0
Total $234,817

At April 30, 2016, The City reported a payable of $17,240 for the outstanding amount of contributions
to the pension plan required for the year ended April 30, 2016.
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REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information (RSI) includes financial information and disclosures
that are required by the GASB but are not considered a part of the basic financial
statements. Such information includes:

Budgetary Comparison Schedule
— General Fund
— Street Fund
— Park Fund
— Debt Service Fund

Notes to RSI — Budgetary Comparison Schedule

Schedule of Changes in Net Pension Liability and Related Ratios

Schedule of Contributors
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CITY OF CARL JUNCTION, MISSOURI

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2016

EXHIBIT 1

Variance with

Budgeted Amounts Actual Final Budget

Original Final Amounts Positive (Negative)
Beginning Budgetary Fund Balance: $ 879,345 $ 879,345 $ 879,345 $ -
Prior Period Adjustment - - 4,902,061 4,902,061
Adj Beginning Budgetary Fund Balance 879,345 879,345 5,781,406 4,902,061
Resources (Inflows):
Taxes:

Sales taxes:

General 320,000 320,000 332,285 12,285
Property taxes 400,000 400,000 485,162 85,162
Franchise (fees):

Franchise 551,300 551,300 461,543 (89,757)

Total Taxes 1,271,300 1,271,300 1,278,990 7,690
Intergovernmental:
Rent 43,500 43,500 44,132 632
Charges for Services:
Trash 61,800 61,800 63,614 1,814
Fines and Forfeitures:
Dog pound 500 500 1,654 1,054
Fines 85,000 85,000 173,848 88,848
Total Fines and Forfeitures 85,500 85,500 175,402 89,902
Licenses and Permits 56,100 56,100 75,410 19,310
Investment Income 750 750 721 (29)
Miscellaneous:
Grants 79,000 79,000 88,513 9,513
Donations - - 25,499 25,499
Other 3,050 3,050 53,927 50,877
Total Miscellaneous 82,050 82,050 167,939 85,889
Other Financing Sources:
Operating transfers from other funds 1,385,527 1,385,527 1,847,468 461,941
Total Other Financing Sources 1,385,527 1,385,527 1,847,468 461,941
Amounts available for appropriation 3,865,872 3,865,872 9,435,082 5,569,210
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CITY OF CARL JUNCTION, MISSOURI
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2016

EXHIBIT 1
(Continued)

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
Charges to Appropriations (Outflows):
General and Administrative
Salaries:

All salaries 168,328 168,328 133,428 34,900
Accounting 3,000 3,000 2,050 950
Advertising - - 306 (306)
Attorney fees 1,000 1,000 4,875 (3,875)
Cleaning - - 22,697 (22,697)
Contract personnel 3,000 3,000 5,510 (2,510)
Dues and subscriptions 2,000 2,000 15,188 (13,188)
Election expense - - 3,350 (3,350)
General supplies 6,000 6,000 17,426 (11,426)
Health Insurance - - 1,401 (1,401)
Insurance 13,280 13,280 8,727 4,553
Interest - - 4,841 (4,841)
Loan payments 29,382 29,382 - 29,382
Miscellaneous 3,472 7,072 9,676 (2,604)
Payroll taxes 4,805 4,805 9,869 (5,064)
Printing, postage, office supplies 40,000 61,600 67,664 (6,064)
Repairs and maintenance 63,700 68,700 29,250 39,450
Retirement 4,547 4,547 8,120 (3,573)
Training - - 4,709 (4,709)
Utilities 66,300 71,300 100,440 (29,140)
Vehicle 200 200 2,380 (2,180)

Total General and Administrative 409,014 444 214 451,907 (7,693)

Police Department:

Animal Control - - 5,436 (5,436)
Equipment purchases 53,000 53,000 29,718 23,282
Cleaning - - 7,055 (7,055)
General supplies 6,000 6,000 3,731 2,269
Health insurance - - 1,947 (1,947)
Insurance 54,800 54,800 39,381 15,419
Miscellaneous 43,497 43,497 3,315 40,182
Loan payments 34,000 34,000 - 34,000
Office supplies 15,000 15,000 22,973 (7,973)
Payroll taxes 45,639 45,639 50,375 (4,736)
Repairs and maintenance 22,650 31,650 23,367 8,283
Retirement 49,043 49,043 41,617 7,426
Salary 576,974 576,974 603,107 (26,133)
Training 2,500 2,500 10,557 (8,057)
Utilities 29,000 34,000 - 34,000
Vehicle 40,000 40,000 20,801 19,199

Total Police Department 972,103 986,103 863,380 122,723
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Health Insurance Premiums:
Health insurance expense

Total Health Insurance Premiums

Community Service:
Miscellaneous

Total Community Service

Municipal Court:
Court expenses

Total Municipal Court

Other Financing Uses:
Operating transfers to other funds

Total Other Financing Uses
Total Charges to Appropriations

Ending Budgetary Fund Balance

CITY OF CARL JUNCTION, MISSOURI
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2016

EXHIBIT 1
(Continued)

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
201,652 201,652 262,072 (60,420)
201,652 201,652 262,072 (60,420)
- - 24,300 (24,300)
- - 24,300 (24,300)
- - 101,860 (101,860)
- - 101,860 (101,860)
1,422,527 1,422,527 1,419,273 3,254
1,422,527 1,422,527 1,419,273 3,254
3,005,296 3,054,496 3,122,792 (68,296)
$ 860,576 $ 811,376 $6,312,290 $ 5,500,914
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EXHIBIT 2

CITY OF CARL JUNCTION, MISSOURI
BUDGETARY COMPARISON SCHEDULE
STREET FUND
FOR THE YEAR ENDED APRIL 30, 2016

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
Beginning Budgetary Fund Balance: $ 83,398 $ 83,398 $ 83,398 $ -
Prior Period Adjustment - - 839,306 839,306
Adj Beginning Budgetary Fund Balance 83,398 83,398 922,704 839,306
Resources (Inflows):
Taxes:
Sales taxes:
Transportation 115,000 115,000 126,274 11,274
Motor vehicle 87,000 87,000 95,853 8,853
Motor fuel 190,000 190,000 197,042 7,042
Total Taxes 392,000 392,000 419,169 27,169
Investment Income 100 100 158 58
Miscellaneous 1,300 1,300 470 (830)
Other Financing Sources:
Operating transfers to/from other funds 66,250 66,250 144,417 78,167
Total Other Financing Sources 66,250 66,250 144,417 78,167
Amounts available for appropriation 543,048 543,048 1,486,918 943,870
Charges to Appropriations (Outflows):
Expenses
Accounting 1,080 1,080 1,230 (150)
Advertising - - 3,001 (3,001)
Equipment purchases 4,000 4,000 13,913 (9,913)
Contract labor 3,600 3,600 2,911 689
Dues 1,000 1,000 1,752 (752)
Fuel 15,000 15,000 8,497 6,503
Health insurance 10,626 10,626 1,254 9,372
Insurance 11,798 11,798 5,985 5,813
Miscellaneous 60,250 60,250 247 60,003
Office supplies 260 260 330 (70)
Payroll expenses 3,692 3,692 5,810 (2,118)
Repairs and maintenance 12,000 12,000 13,119 (1,119)
Retirement 4,169 4,169 6,225 (2,056)
Road materials 214,475 214,475 222,260 (7,785)
Salaries 80,367 80,367 71,206 9,161
Supplies 6,100 6,100 4,272 1,828
Training 1,000 1,000 328 672
Utilities 3,100 3,100 7,892 (4,792)
Total Expenses 432,517 432,517 370,232 62,285
Other Financing Uses:
Operating transfers to other funds 16,000 16,000 119,726 (103,726)
Total Other Financing Uses 16,000 16,000 119,726 (103,726)
Total Charges to Appropriations 448,517 448,517 489,958 (41,441)
Ending Budgetary Fund Balance $ 94531 $ 94,531 $ 996,960 $ 902,429

36



CITY OF CARL JUNCTION, MISSOURI
BUDGETARY COMPARISON SCHEDULE
PARK FUND
FOR THE YEAR ENDED APRIL 30, 2016

Beginning Budgetary Fund Balance:
Prior Period Adjustment

Adj Beginning Budgetary Fund Balance

Resources (Inflows):
Taxes:
Sales taxes:
City

Total Taxes
Investment Income
Miscellaneous
Other Financing Sources:
Operating transfers from other funds
Grants

Total Other Financing Sources

Amounts available for appropriation

Charges to Appropriations (Outflows):

Expenses
Contract labor
Capital outlay
Fees
General supplies
Miscellaneous
Pool contract
Repairs and maintenance
Utilities

Total Expenses

Other Financing Uses:
Operating transfers to other funds

Total Other Financing Uses
Total Charges to Appropriations

Ending Budgetary Fund Balance

EXHIBIT 3

Variance with

Budgeted Amounts Actual Final Budget

Original Final Amounts Positive (Negative)
$121,145 §$ 121,145 $§ 121,145 $ -
- - 2,076,280 2,076,280
121,145 121,145 2,197,425 2,076,280
98,900 98,900 126,127 27,227
98,900 98,900 126,127 27,227
100 100 111 11

- - 7,580 7,580

67,900 67,900 175,906 108,006
117,500 117,500 - (117,500)
185,400 185,400 175,906 (9,494)
405,545 405,545 2,507,149 2,101,604
i - 7,266 (7,266)
168,025 168,025 - 168,025
- - 250 (250)
2,500 2,500 40,955 (38,455)
1,250 1,250 738 512
14,000 14,000 14,000 -
39,000 84,000 113,022 (29,022)
10,200 10,200 11,227 (1,027)
234,975 279,975 187,458 92,517
35,900 35,900 78,900 (43,000)
35,900 35,900 78,900 (43,000)
270,875 315,875 266,358 49,517
$134670 $ 89,670 _$ 2,240,791 $ 2,151,121
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CITY OF CARL JUNCTION, MISSOURI
BUDGETARY COMPARISON SCHEDULE
DEBT SERVICE FUND
FOR THE YEAR ENDED APRIL 30, 2016

Beginning Budgetary Fund Balance:
Resources (Inflows):
Taxes:
Sales taxes:
City
Total Taxes

Investment Income

Amounts available for appropriation

Charges to Appropriations (Outflows):

Expenses
Agent Fees
Interest
Miscellaneous
Loan Payments
Refunds

Total Expenses

Other Financing Uses:
Operating transfers to other funds

Total Other Financing Uses
Total Charges to Appropriations

Ending Budgetary Fund Balance

EXHIBIT 4

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
$436,269 $436,269 $ 436,269 $ -
325,000 325,000 429,247 104,247
325,000 325,000 429,247 104,247
800 800 439 (361)
762,069 762,069 865,955 103,886
- - 265 (265)
- - 130,106 (130,106)
- 1,200 1,198 2
345,706 345,706 - 345,706
- 3,200 3,114 86
345,706 350,106 134,683 215,423
- - 215,000 (215,000)
- - 215,000 (215,000)
345,706 350,106 349,683 423
$416,363 $411,963 $ 516,272 $ 104,309
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EXHIBIT 5
CITY OF CARL JUNCTION, MISSOURI
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
FOR THE FISCAL YEAR ENDED APRIL 30, 2016

Budgetary Accounting

The City prepares its budgets for the General, Street, Park, and Debt Service funds on the modified
accrual basis of accounting as applied to the governmental funds in the basic financial statements.

Although the City is required to prepare an annual budget for all funds, there is no requirement to report

on the budget for proprietary funds or non-major governmental funds. Therefore, the schedule includes
the comparison of budget to actual only for the major governmental funds with a legally adopted budget.
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EXHIBIT 6
CITY OF CARL JUNCTION, MISSOURI
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
MISSOURI LOCAL GOVERNMENT EMPLOYEES RETIREMENT SYSTEM
FOR THE YEAR ENDED APRIL, 30, 2016

2016

Total Pension Liability

Service Cost S 105,849

Interest on Total Pension Liability 171,668

Changes of Benefit Terms -

Difference Between Expected and Actual Experience 60,673

Changes of Assumptions -

Benefit Payments, Including Refunds (74,072)
Net Change in Total Pension Liability 264,118
Total Pension Liability - Beginning 2,352,226
Total Pension Liability - Ending (a) S 2,616,344
Plan Fiduciary Net Position

Contributions - Employer S 104,892

Contributions - Employee 44,363

Net Investment Income 49,120

Benefit Payments, Including Refunds (74,072)

Pension Plan Administrative Expense (4,008)

Other (Net Transfer) 39,568
Net Change in Plan Fiduciary Net Position 159,863
Plan Fiduciary Net Position - Beginning 2,465,422
Plan Fiduciary Net Position - Ending (b) 2,625,285
Net Pension Liability/(Asset), Ending=(a)-(b) S (8,941)
Plan Fiduciary Net Position as a Percentage

of the Total Pension Liability 100.34%
Covered-Employee Payroll S 1,063,111
Net Pension Liability as a Percentage

of Covered Employee Payroll -0.84%

40



EXHIBIT 7
CITY OF CARL JUNCTION, MISSOURI
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS
MISSOURI LOCAL GOVERNMENT EMPLOYEES RETIREMENT SYSTEM

Fiscal Year Actuarially Contribution Contribution as a
Ending Determined Contribution Deficiency % of Covered
April 30 Contribution in Relation (Excess) Covered Payroll Payroll

2007 S 2,407 S 8,161 S (5,754) S 802,322 1.02%
2008 48,772 39,234 9,538 927,960 4.23%
2009 55,024 47,972 7,052 937,565 5.12%
2010 82,039 59,309 22,730 1,016,665 5.83%
2011 77,709 69,066 8,642 1,004,319 6.88%
2012 79,207 80,074 (868) 1,026,525 7.80%
2013 79,475 83,843 (7,368) 1,091,934 7.68%
2014 96,835 100,548 (3,713) 997,052 10.08%
2015 93,563 105,582 (12,018) 1,092,557 9.66%
2016 85,787 96,264 (10,476) 1,117,988 8.61%

Notes to Schedule:

Valuation Date: February 28, 2015

The roll-forward of total pension liability from February 28, 2015 to June 30, 2015 reflects
expected service cost and interest reduced by actual benefit payments and administrative
expenses.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period Multiple Bases from 15 to 28 years

Asset Valuation Method 5-Year Smoothed Market; 20% Corridor

Inflation 3.5% Wage Inflation; 3.0% Price Inflation

Salary Increases 3.5% to 6.8% Including Wage Inflation

Investment Rate of Return 7.25%, net of investment and administrative
expenses

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

Mortality 105% of the 1994 Group Annuity Mortality Table

set back 0 years for men and 0 years for women.
Based upon experience observed during the
most recent 5-year period study, it appears that
the current table provides for an approximate
13% margin for future mortality improvement.

Other Information None
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TAYLOR GREEN PC

602 W. McCord Street A Certified Public Accounting Firm Phone: (417) 451-3036
PO Box 150 Fax: (417) 451-3037
Neosho, MO 64850

INDEPENDENT AUDITOR’'S 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

The Honorable Mayor and Board of Alderpersons
City of Carl Junction

303 N. Main Street

Carl Junction, Missouri 64834

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, each major fund, and the aggregate remaining fund information of the City of Carl Junction,
Missouri, as of and for the year ended April 30, 2016, and the related notes to the financial statements, which
collectively comprise the City of Carl Junction, Missouri’s basic financial statements and have issued our report
thereon dated January 15, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Carl Junction,
Missouri’s internal control over financial reporting 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 Carl Junction, Missouri’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the City of Carl Junction, 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 were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be significant deficiencies or material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Carl Junction, 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 no instances of nhoncompliance that are required to be reported under Government Auditing
Standards.



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.

Taylor Green PC
Neosho, Missouri
January 15, 2017



TAYLOR GREEN PC

602 W. McCord Street A Certified Public Accounting Firm Phone: (417) 451-3036
PO Box 150 Fax: (417) 451-3037
Neosho, MO 64850

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

The Honorable Mayor and Board of Alderpersons
City of Carl Junction

303 N. Main Street

Carl Junction, Missouri 64834

Report on Compliance for the Major Federal Program

We have audited the City of Carl Junction, Missouri’'s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on the City of Carl
Junction, Missouri’'s major federal program for the year ended April 30, 2016. The City of Carl Junction, Missouri’s
major federal program is identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the City of Carl Junction, Missouri’s major federal
program based on our audit of the types of compliance requirements referred to above. We conducted our 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 the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about the City of Carl Junction, Missouri’'s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of the City of Carl Junction, Missouri’s
compliance.

Opinion on the Major Federal Program

In our opinion, the City of Carl Junction, Missouri complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal program for the
year ended April 30, 2016.

Report on Internal Control over Compliance

Management of the City of Carl Junction, Missouri is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the City of Carl Junction, 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 to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City of Carl Junction, Missouri’s internal control over compliance.



A deficiency in internal control 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 in 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 governance.

Our consideration of internal control over compliance was for the limited purpose 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 weaknesses. 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 the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Taylor Green PC
Neosho, Missouri
January 15, 2017



City of Carl Junction, Missouri
Schedule of Expenditures of Federal Awards
Year Ended April 30, 2016

Federal Pass-Through
Federal Grantor/Pass-through CFDA Entity Identifying Federal

Grantor/Program or Cluster Title Number Number Expenditures

U.S. Environmental Protection Agency

Passed through the Missouri Department of Natural Resources

Clean Water State Revolving Fund (SRF) Direct Loan 66.458 C295650-01L 554,717
Clean Water State Revolving Fund (SRF) Grant 66.458 C295650-01G 554,717
Total $ 1,109,434
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CITY OF CARL JUNCTION, MISSOURI
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED APRIL 30, 2016

NOTE A — BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the City of Carl Junction, Missouri, and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of the Title 2
U.S. Code of the Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements. The City has not elected to use the 10% de
minimis indirect cost rate.

Federal Direct Loan:

CFDA Number Program Name Outstanding Balance at 4/30/2016
66.458 Clean Water SRF Direct Loan $1,876,130

47



CITY OF CARL JUNCTION, MISSOURI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED APRIL 30, 2016

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditors’ report issued:
Internal Control over financial reporting:
Material weaknesses identified?

Significant deficiencies identified?

Noncompliance material to the financial statements noted?
Federal Awards
Internal control over major program:
Material weaknesses identified?
Significant deficiencies identified?
Type of auditors’ report issued on compliance for
the major program:

Any audit findings disclosed that are required to be

Modified Opinion

Yes X No

Yes X_None
Reported

Yes X No

Yes X No

Yes X _None
Reported

Unmodified Opinion

Reported in accordance with Uniform Guidance? Yes X No
Identification of major program:

CFEDA Program Title

66.458 Clean Water State Revolving Fund Direct Loan and Grant

Dollar Threshold used to distinguish between Type A and Type B programs: $700,000.

Auditee qualified as a low-risk auditee?

Section Il - Financial Statement Findings

2016-001: Management has not recorded infrastructure assets in the General, Street, Water and
Sewer Funds and has not recorded depreciation expense on those assets. This also affects the
Governmental and Business-Type activities opinion units.
accepted in the United States of America require infrastructure assets be capitalized and
depreciated, which would increase the assets, net position and expenses of the opinion units
mentioned previously. We cannot reasonably determine the amounts by which this departure
would affect the assets, net position and expenses of the General, Street, Water, and Sewer

funds, and the Governmental and Business-Type Activities.

Section Il — Federal Award Findings and Questioned Costs

There were no findings or questioned costs.
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CITY OF CARL JUNCTION, MISSOURI

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED APRIL 30, 2016

FINANCIAL STATEMENT AUDIT

There were no financial statement findings.

FEDERAL AWARDS PROGRAM AUDIT

Reference Number Summary of Finding Status
15-001 Late submission of audit report to the
Federal Audit Clearinghouse Person designated
to track due dates
15-002 Lack of Internal Controls relating to
reporting of Federal Awards Control Implemented
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CITY OF CARL JUNCTION
303 North Main St
Carl Junction, MO 64834

CORRECTIVE ACTION PLAN
January 15, 2017
Environmental Protection Agency

The City of Carl Junction, Missouri respectfully submits the following corrective action plan for the
year ended April 30, 2016.

Name and address of independent public accounting firm: Taylor Green PC, P. O. Box 150,
Neosho, MO 64850

Audit period: May 1, 2015 through April 30, 2016

The findings from the January 15, 2017 schedule of findings and questioned costs are discussed
below. The findings are numbered consistently with the numbers assigned in the schedule.

FINDINGS — FINANCIAL STATEMENT AUDIT
SIGNIFICANT DEFICIENCY
FINDING NO. 2016-001: Management has not recorded infrastructure assets in the General,
Street, Water and Sewer Funds and has not recorded depreciation expense on those assets.

This also affects the Governmental and Business-Type activities opinion units.

Recommendation: We recommend that the City include infrastructure asset amounts in
future financial statements.

Action Taken: The City will research and calculate the proper amounts for infrastructure
assets to be included in future financial statements.

FINDINGS - FEDERAL AWARDS PROGRAM AUDIT
There were no deficiencies identified.

Sincerely,

Steve Lawver, City Administrator



