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INDEPENDENT AUDITORS' REPORT 
 
 
The Honorable Mayor and Board of Aldermen 
City of Adrian, Missouri 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, and each major fund (except as described below) of the City of Adrian, 
Missouri, as of and for the fiscal year ended June 30, 2021, and the related notes to the 
financial statements, which collectively comprise the City’s basic financial statements as listed in 
the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
 
Auditors’ Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
 
Summary of Opinions 
Opinion Unit Type of Opinion 
Governmental Activities Unmodified 
Business-Type Activities Adverse 
Water Fund Unmodified 
Sewer Fund Unmodified 
Solid Waste Fund Unmodified 
Nursing Home Fund Adverse 

  
Basis for Adverse Opinion on Nursing Home Fund and Adverse Opinion on Business-
Type Activities 
 
The financial information for the Nursing Home Funds was compiled and not subject to auditing 
procedures. The amount by which this departure would affect the assets, liabilities, net position, 
revenues, and expenses of the business-type activities and the Nursing Home Fund has not 
been determined. 
 
Adverse Opinions 
 
In our opinion, except for the matter described in the “Basis for Adverse Opinion on the Nursing 
Home Fund and Adverse Opinion on Business-Type Activities” paragraph, the financial 
statements referred to above present fairly, in all material respects, the financial position of the 
business-type activities of the City of Adrian, Missouri, as of June 30, 2021, or the changes in 
financial position and, where applicable, cash flows thereof or 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 governmental activities and each major fund other than 
the Nursing Home Fund of the City of Adrian, Missouri, as of June 30, 2021, and the respective 
changes in financial position and, where applicable, cash flows thereof for the fiscal year then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Other Matters 
 
Required Supplementary Information 
 
Management has omitted the management's discussion and analysis that accounting principles 
generally accepted in the United States of America require to be presented to supplement the 
basic financial statements. Such missing information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. Our opinion on the basic financial 
statements is not affected by this missing information. 
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Accounting principles generally accepted in the United States of America require that the 
budgetary comparison schedule on page 27 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 Supplementary Information 
 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City of Adrian’s basic financial statements. The budgetary comparison 
schedules on pages 28 – 30 is presented for purposes of additional analysis and are not a 
required part of the basic financial statements.   

The budgetary comparison schedules on pages 28 – 30 have not been subjected to the auditing 
procedures applied in the basic financial statements and, accordingly, we do not express an 
opinion or provide any assurance on them. 

 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
March 17, 2023, on our consideration of the City of Adrian, 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 City of Adrian, Missouri’s internal control over 
financial reporting and compliance.  
 

 
Raymore, Missouri 
March 17, 2023 
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CITY OF ADRIAN, MISSOURI 
STATEMENT OF NET POSITION 

AS OF JUNE 30, 2021 

Primary Government 

Governmental Business-ty~e 
Activities Activities 

ASSETS 
Current assets: 

Cash and cash equivalents $ 1,253,898 $ 1,714,291 

Investments 320,249 1,846,271 
Accounts and taxes receivable, net 104,312 124,341 
Interest receivable 908 4,211 
Prepaid insurance 22,249 37,080 
Due from other funds 47,694 
Inventories 12,610 43,378 

Total current assets 1,761,920 3,769,572 

Noncurrent assets: 
Restricted cash and cash equivalents 60,621 743,330 
Capital assets: 

Land and nondepreciable infrastructure 13,730 
Depreciable infrastructure, net 585,353 6,420,529 
Depreciable buildings, property, and equipment, net 576,851 1,221,431 

Total noncurrent assets 1,236,555 8,385,290 

Total assets 2,998,475 12,154,862 

LIABILITIES 
Current liabilities: 

Current portion of long-term obligations 7,968 257,500 
Accounts payable 28,559 138,604 

Sales tax payable 2,374 

Compensated absences payable 13,890 19,185 

Due to other funds 47,717 

Accrued liabilities 22,897 8,532 

Accrued interest 16,107 

Total current liabilities 73,314 490,019 

Noncurrent liabilities: 
Noncurrent portion of long-term obligations 15,738 2,069,410 

Meter deposits 74,597 

Total noncurrent liabilities 15,738 2,144,007 

Total liabilities 89,052 2,634,026 

NET POSITION 
Net investment in capital assets 1,152,228 5,298,943 
Restricted for: 

Outer road maintenance 60,621 
Debt service 668,733 

Unrestricted 1,696,574 3,553,160 

Total net position $ 2,909,423 $ 9,520,836 

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

$ 2,968,189 
2,166,520 

228,653 
5,119 

59,329 
47,694 
55,988 

5,531,492 

803,951 

13,730 
7,005,882 
1,798,282 

9,621,845 

15,153,337 

265,468 
167,163 

2,374 

33,075 

47,717 

31,429 

16,107 

563,333 

2,085,148 

74,597 

2,159,745 

2,723,078 

6,451 ,171 

60,621 
668,733 

5,249,734 

$ 12,430,259 



Functions/ Programs 
Primary government: 

Governmental activities: 
General government 

Police 
Fire 
Street 
Park 

Interest on long-term debt 
Total governmental activities 

Business-type activities: 
Administration 
Electric 
Water 
Sewer 
Solid Waste 
Nursing Home 
Interest on long-term debt 

Total business-type activities 

Total primary government 

CITY OF ADRIAN, MISSOURI 
STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Program Revenues 

Operating Capital 
Charges for Grants and Grants and 

Ex~enses Services Contributions Contributions 

$ 216,330 $ 49,155 $ $ 
257,418 3,842 
76,807 

182,963 
112,237 

859 
846,614 52,997 

630,982 1,129,817 
116,939 135,846 
107,562 111,735 

2,655,426 1,870,009 87,887 
34 691 

3,745 600 3,247,407 87,887 

$ 4,592,214 $ 3,300,404 $ 87,887 $ 

General Revenues: 
Taxes: 

Property taxes 
Sales taxes 
Franchise taxes 
Gasoline taxes 
Other taxes 

Licenses and permits 
Investment earnings 
Gain (loss) on sale of assets 
Miscellaneous 

Transfers 

Total general revenues 

Change in net position 

Net position-beginning 

Net position--ending 

The accompanying notes are an integral part of the basic financial statements. 
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Net (Expense) Revenue and 
Changes in Net Position 

Primary Government 

Governmental Business-type 
Activities Activities Total 

$ (167, 175) $ $ (167,175) 
(253,576) (253,576) 

(76,807) (76,807) 
(182,963) (182,963) 
(1 12,237) (112,237) 

(859) (859) 

(793,617) (793,617) 

298,835 298,835 
18,907 18,907 
4,173 4,173 

(697,530) (697,530) 
(34,691) (34,691) 

(410,306) (410,306) 

(793,617) (410,306) (1,203,923) 

121,894 121,894 
569,671 569,671 
117,113 117,113 
71 ,005 71,005 

9,297 9,297 
12,202 12,202 

5,477 21,345 26,822 
500 500 
761 761 

10,299 (10,299) 

918,219 11 046 929,265 

124 602 (399,260) (274,658) 

2,784,821 9 925 461 12,710 282 

$ 2,909,423 $ 9,526,201 $ 12 435 624 



ASSETS 
Cash and cash equivalents 
Investments 
Restricted cash 
Accrued interest receivable 
Accounts and taxes receivable, net 
Prepaid insurance 
Inventory 
Due from other funds 

Total assets 

LIABILITIES AND FUND BALANCE 
Liabilities: 

Accounts payable 
Accrued liabilities 

Total liabilities 

Deferred inflows of resources: 
Deferred property taxes 

Fund balance: 
Nonspendable 

Prepaid items 
Inventory 

Restricted for: 
Outer road maintenance 

Assigned for: 
Police 
Fire 
Street 
Park 
Capital improvements 

Unassigned 

Total fund balances 

CITY OF ADRIAN, MISSOURI 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
AS OF JUNE 30, 2021 

Total liabilities, deferred inflows of resources and fund balance 

Reconciliation to Statement of Net Assets 

Fund balance of governmental activities 

Amounts reported for govemmenlal activities in the statement of 
net assets are different because: 

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

Property tax revenue is recognized as it is earned in the 
government-wide financial statements, but the portion not meeting 
the definition of "available" is deferred in the funds. 

Compensated absences payable are recognized as paid time off 
earned by employees in the government-wide financial statements 
but are not considered currently payable and are not accrued in 
the funds. 

Long-term liabilities, including leases payable, are not due and 
payable in the current period and, there fore, are not reported in 
the funds. 

Net assets of governmental activities 

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

$ 

$ 

$ 

$ 

1,253,898 
320,249 

60,621 
908 

104,312 
22,249 
12,610 
47,694 

1,822,541 

28,559 
22,897 

51,456 

26,441 

22,249 
47,694 

60,621 

77,033 
192,828 
483,478 

32,254 
833,737 

!5,250) 
1,744,644 

1,822,541 

$ 1,744,644 

1,175,934 

26,441 

(13,890) 

!23,706) 

$ 2,909,423 



CITY OF ADRIAN, MISSOURI 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUNDS 

REVENUES 
Property taxes 
Franchise taxes 
Sales taxes 
Other taxes 
Licenses and permits 
Lease revenue 
Fines and forfeitures 
Investment earnings 
Miscellaneous 

Total revenues 

EXPENDITURES 
Salaries 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Payroll taxes and benefits 
Repairs 
Administration and supplies 
Insurance 
Utilities and street lights 
Library expenses 
Vehicle expenses 
Capital outlay 
Debt service 

Total expenditures 

Excess of revenues over expenditures 
before other financing sources (uses) 

OTHER FINANCING (USES) 
Transfers in 

Net change in fund balance 

Fund balance--beginning 

Fund balance--ending 

General Fund 
$ 119,416 

117,113 
569,671 
80,302 
12,202 
4,000 
3,840 
5,477 

46,418 

958,439 

373,100 
122,901 
82,520 
27,676 
43,419 
58,820 
24,781 
16,458 
8,586 

758,261 

200,178 

10,299 

210,477 

1,534,167 

$ 1,744,644 

The accompanying notes are an integral part of the basic financial statements. 
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CITY OF ADRIAN, MISSOURI 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 

IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Amounts reported for governmental activities in the statement of activities are different because: 

Net change in fund balances-total governmental funds $ 210,477 

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

Depreciation expense 

Some revenues reported in the statement of activiites do not provide current 
financial resources and, therefore, are not reported as revenues in the 
governmental funds. 

Increase (decrease) in deferred property taxes 

Capital assets acquired by capital lease are shown as an other financing 
source in the governmental funds and as an expenditure for the capital 
lease payments made. The other financing source must be removed from 
the statement of activities; principal payments are applied to the lease 
liability, rather than shown as an expenditure; interest expense is recognized 
:::l.~ it :::lr.r.n '"'~ 

Payments on capital leases 

Change in net position of governmental activities 

(96,080) 

$ 

The accompanying notes are an integral part of the basic financial statements. 
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(96,080) 

2,478 

7,727 

124,602 



CITY OF ADRIAN, MISSOURI 
STATEMENT OF NET POSITION 

PROPRIETARY FUNDS 
JUNE 30, 2021 

Business-Type Activities 

Enterprise Funds 

Nursing Home 
Water Fund Sewer Fund Fund 

ASSETS 
Current assets: 

Cash and cash equivalents $ 1,655,875 $ 31,980 $ 8,750 
·investments 1,491 ,641 354,630 

Inventories 41 ,944 1,434 

Interest receivable 3,562 649 
Accounts receivable, net 97,977 14,921 
Prepaid insurance 19 131 2,246 15,703 

Total current assets 3,310,130 405,860 24,453 

Noncurrent assets: 

Restricted cash and cash equivalents 743,330 

Depreciable infrastructure, net 5,850,345 570,184 
Depreciable buildings, property, and equipment, net 228,766 58,999 939,031 

Total noncurrent assets 6,822;441 629,183 939,031 

Total assets 10,132,571 1,035,043 963,484 

LIABILITIES 
Current liabilities: 

Current portion of long-term obligations 257,500 

Due to other funds 47,717 
Accounts payable 38,751 2,347 80,902 

Sales tax payable 2,374 

Compensated absences payable 19,185 

Payroll liabilities payable 7,605 927 

Accrued interest 16,107 

Total current liabilities 341,522 3,274 128,619 

Noncurrent liabilities: 

Noncurrent portion of long-term obligations, net 2,069,4 10 

Meter deposits 74 597 
Total noncurrent liabilities 2,144,007 

Total liabilities 2,485,529 3,274 128,619 

NET POSITION 
Net investment in capital assets 3,736,094 629,183 939,031 

Restricted for: 

Debt service 668,733 
Unrestricted 3,242,215 402,586 !104, 166) 

Total net position $ 7,647,042 $ 1,031,769 $ 834,865 

The accompanying notes are an integral part of the basic fi nancial statements. 
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$ 

$ 

Solid Waste 
Fund 

17,686 

11,443 

29,129 

29,129 

16,604 

16,604 

16,604 

12,525 

12,525 

Total 

$ 1,714,291 

1,846,271 
43,378 

4,21 1 
124,341 
37,080 

3,769,572 

743,330 

6,420,529 
1,226,796 

8,390,655 
12,160,227 

257,500 

47,717 
138,604 

2,374 

19,185 

8,532 
16,107 

490 019 

2,069,410 

74,597 
2,144,007 

2,634,026 

5,304,308 

668,733 
3,553,160 

$ 9,526,201 



CITY OF ADRIAN, MISSOURI 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN NET POSITION 

PROPRIETARY FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Business-Type Activities 
Entererise Funds 

Nursing 
Water Fund Sewer Fund Home Fund 

OPERATING REVENUES 
Charges for services $ 1,124,036 $ 135,846 $ 1,870,009 $ 

Miscellaneous 5,781 

Total Operating Revenues 1,129,817 135,846 1 870 009 

OPERA TING EXPENSES 
Treatment and Operations 

Personal services 228,815 23,304 1,168,990 
Contractual services 311,419 49,457 955,672 
Commodities 88,320 3,844 439,024 
Depreciation 202,428 40,334 91,740 

Total Operating Expenses 830,982 116,939 2,655,426 

OPERATING INCOME 298,835 18 907 (785,417) 

NON-OPERATING REVENUES (EXPENSES) 
Interest income 18,664 2,652 29 
CARES Act Provider Relief Funds 87,887 
Interest expense (34,691) 

Total Non-operating Revenues (Expenses) (16,027) 2,652 87,916 

INCOME (LOSS) BEFORE OTHER 
FINANCING SOURCES (USES): 282,808 21,559 (697,501) 

OTHER FINANCING SOURCES (USES): 
Transfers in (out) 132,368 (128,758) 

CHANGE IN NET POSITION 415,176 (107,199) (697,501) 

NET POSITION, BEGINNING 7 231,866 1 138 968 1,532,366 

NET POSITION, ENDING $ 7,647,042 $ 1,031,769 $ 834 865 $ 

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

111,735 

111,735 

106,256 

1,306 

107,562 

4,173 

4,173 

(13,909) 

(9,736) 

22,261 

12,525 

Total 

$ 3,241,626 
5,781 

3,247,407 

1,421,109 
1,422,804 

531,188 
335,808 

3,710,909 

(463,502) 

21 ,345 
87,887 

(34,691) 

74,541 

(388,961) 

(10,299) 

(399,260) 

9,925 461 

$ 9,526,201 



CITY OF ADRIAN, MISSOURI 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Business-Type Activities 
Entererise Funds 

Water Sewer Nursing Home Solid Waste 
Fund Fund Fund 

Cash flows from operating activities: 
Cash received from customers $ 1,160,096 $ 137,399 $ 1,561,164 $ 
Cash payments to suppliers for goods and services (110,023) (3,844) (498,013) 
Cash payments to employees and for contractual services (526,342) (75,425) (1 ,694,551) 

Net cash provided by operating activities 523,731 58,130 (631 ,400) 

Cash flows from non-capital financing activities: 
CARES Act Provider Relief Funds 87,887 

Transfers (to) from other funds 132,368 (128,758) 

Net cash flows from non-capital financing activities 132,368 (128,758) 87,887 

Cash flows from capital and related financing activities: 
Acquisition of capital assets (34,531) 
Proceeds from sale of capital assets 
Loans paid/received other funds for capital assets 
Principal paid on bonds, notes, and lease obligations (264,866) 
Interest paid on bonds, notes, and lease obligations (36,505) 

Net cash used by capital and related financing activities (335,902) 

Cash flows from investing activities: 
Investment income 18,664 2,652 29 

Net increase (decrease) in cash 338,861 (67,976) (543,484) 

Cash and cash equivalents. July 1, 2020 3,551 ,985 451 ,316 557,599 

Cash and cash equivalents, June 30, 2021 $ 3,890,846 $ 383,340 $ 14,115 $ 

Cash and cash equivalents at June 30, 2021 
Cash $ 1,655,875 $ 31 ,980 $ 8,750 $ 
Investments (certificates of deposit) 1,491 ,641 354,630 
Restricted cash and investments 743,330 

Total $ 3,890,846 $ 386,610 s 8,750 $ 

Reconciliation of operating income (loss) to net cash 
provided by operating activities: 

Operating income (loss) $ 298,835 $ 18,907 $ (785,417) $ 
Adjustments to reconcile operating income (loss) to net 

cash provided by operating activities: 
Depreciation 202,428 40,334 91 ,740 

Changes in assets and liabilities: 
Decrease (increase) in prepaid expenses (2,267) (94) 39,854 
Decrease (increase) in accounts receivable 23,210 1,553 234,558 

Decrease (increase) in inventory 36,445 
Increase (decrease) in accounts payable (5,577) 700 (124,002) 
Increase (decrease) in other payables 560 (124,578) 

Increase (decrease) in meter deposits payable 6,542 

Total adjustments 224,896 42,493 154,017 

Net cash provided by operating activities: $ 523,731 $ 61,400 $ !631 .400) $ 

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

107,426 

(93,517) 

13,909 

(13,909) 

(13,909) 

17,686 

17,686 

17,686 

17,686 

4,173 

1,306 

(699) 

9,129 

9,736 

13,909 

Total 

$ 2,966,085 
(611 ,880) 

(2,389,835) 

(35,630) 

87,887 
(10,299) 
77,588 

(34,531 ) 

(264,866) 
(36,505) 

(335,902) 

21 ,345 

(272,599) 

4,578,586 

$ 4,305,987 

s 1,714,291 
1,846,271 

743,330 

$ 4,303,892 

$ (463,502) 

335,808 

37,493 
258,622 

36,445 
(119,750) 
(124,018) 

6,542 

(32,360) 

$ (32,360) 



CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

A. FINANCIAL REPORTING ENTITY 

The City of Adrian, Missouri (the City) operates under a Council-Mayor form of government. The 
accounting policies of the City conform to generally accepted accounting principles for local 
governmental units as prescribed by the Governmental Accounting Standards Board (GASS). The 
City's combined financial statements include the accounts of all City operations. The City has no 
component units and is not included in any other governmental "reporting entity" as defined by GASB. 

B. BASIS OF PRESENTATION 

The City's basic financial statements consist of government-wide statements, including a statement of 
net position and a statement of activities, and fund financial statements which provide a more detailed 
level of financial information. 

1. 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 excluding any 
fiduciary activities. Individual funds are not displayed but the statements distinguish governmental 
activities, generally supported by taxes and City general revenues, from business-type activities, 
generally financed in whole or in part with fees charged to external customers. 

In the government-wide Statement of Net Position, both the governmental and business-type 
activities columns (a) are presented on a consolidated basis by column, and (b) are reported on a 
full accrual, economic resource basis, which recognizes all long-term assets and receivables as 
well as long-term debt and obligations. The City's net position is reported in three parts - net 
investment in capital assets; restricted net position; and unrestricted net position. The City first 
utilizes restricted resources to finance qualifying activities. 

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 include 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. 

2. Fund Financial Statements: 

The accounts of the City are organized on the basis of funds, each of which is considered a 
separate accounting entity. The operations of each fund are accounted for with a separate set of 
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, expenditures, or 
expenses, as appropriate. Government resources are allocated to, and accounted for in, individual 
funds based upon the purposes for which spending activities are controlled. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued): 

B. BASIS OF PRESENTATION (continued) 

3. Governmental Funds: 

Governmental funds are those through which most governmental functions of the City are financed. 
The acquisition, use and balances of the City's expendable financial resources and the related 
liabilities (other than those in Proprietary Funds) are accounted for through Governmental Funds. 
The measurement focus is on determination of financial position and changes in financial positions, 
rather than on net income determination. The following are the City's major governmental funds: 

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

b. AMNH Fund: The fund is used to provide support to Crystal Manor. 

4. Proprietary Funds: 

Proprietary funds are used to account for the City's ongoing activities, which are similar to those 
found in the private sector. The measurement focus is on determination of net income, financial 
position, and changes in financial position. The following are the City's major proprietary funds: 

a. Water Fund: This fund accounts for the acquisition, operation and maintenance of the City's 
water facil ities and services. 

b. Sewer Fund: This fund accounts for the acquisition, operation and maintenance of the City's 
sewer facilities and services. 

c. Nursing Home Fund: This fund accounts for the operation and maintenance of the City's 
nursing home. The nursing home was closed on January 31, 2021 . 

d. Solid Waste Fund: This fund accounts for the operation of solid waste collection and disposal. 

In The Fund financial statements, fund balance consists of five classifications: 1) Nonspendable fund 
balances include amounts that cannot be spent because they are not in spendable form, or they are 
legally or contractually required to be maintained intact 2) Restricted fund balance are amounts 
restricted to specific purposes. 3) Committed fund balance are amounts that can only be used for 
specific purposes as pursuant to official action by the Board prior to the end of the reporting period. 4) 
Assigned fund balance are amounts the City intends to use for a specific purpose but is neither 
restricted nor committed. The Board has the authority to assign fund balances. 5) Unassigned fund 
balance represents fund balance that has not been assigned to other funds and has not been restricted, 
committed, or assigned to specific purposes within the general ledger. 

When restricted and other fund balance resources are available for use, the City uses restricted 
resources first, followed by committed, assigned, and unassigned amounts, respectively. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued): 

C. BASIS OF ACCOUNTING 

The term "basis of accounting" refers to the method in which revenue and expenditures or expenses 
are recognized in the accounts and reported in the financial statements. The term "basis of accounting" 
is also related to the timing of the measurement made, regardless of the measurement focus applied. 

1. Government-wide Financial Statements 

The government-wide statements report using the economic resources measurement focus and 
the accrual basis of accounting, generally including the reclassification or elimination of internal 
activity (between or within funds). However, internal eliminations do not include utility services 
provided to City departments. Reimbursements are reported as reductions to expenses. 
Proprietary fund financial statements also report using this same focus and basis of accounting, 
although internal activity is not eliminated in these statements. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing or related 
cash flows. Property taxes, franchise taxes, licenses, interest, and special assessments are 
susceptible to accrual. Sales taxes collected and held by the state at year end on behalf of the City 
are also recognized as revenue. 

Other receipts and taxes become measureable and available when cash is received by the City 
and are recognized as revenue at that time. Expenditure-driven grants are recognized as revenue 
when the qualifying expend itures have been incurred and all other grant requirements have been 
met. 

2. Governmental Fund Financial Statements 

Governmental fund financial statements report using the current financial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized when they are both . 
measurable and available. Available means collectible within the current period or soon enough 
thereafter to pay current liabilities. Expenditures are recorded when the related fund liability is 
incurred. 

3. Revenue Recognition 

In applying the susceptible to actual concept under the modified cash basis, certain revenue 
sources are deemed both measurable and available (collectible within the current year or within 
two months of year end and available to pay obligations of the current period.). This includes 
investments earnings and state-levied locally shared taxes (including motor vehicle fees). 
Reimbursements due for federally funded projects are accrued as revenue at the time the 
expenditures are made, or if the reimbursement is received in advance, the revenue is deferred 
until the expenditures are made. 

Major revenue sources susceptible to accrual include: sales and use taxes, property taxes, 
franchise taxes, intergovernmental revenues, and investment income. In general, other revenues 
are recognized when cash is received. 

4. Expenditure Recognition 

The measurement focus of governmental fund accounting is on decreases in net financial 
resources (expenditures) rather than expenses. Most expenditures are measurable and are 
recorded when the related fund liability is incurred. However, principal and interest on general long
term debt, which have not matured are recognized when due. Allocations of costs, such as 
depreciation, are not recognized in the governmental funds. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued): 

C. BASIS OF ACCOUNTING (continued) 

5. Proprietary Fund Financial Statements 

All proprietary funds are accounted for using the accrual basis of accounting. Operating income 
reported in proprietary fund financial statements include revenues and expenses related to the 
primary, continuing operations of the fund. Principal operating expenses are the costs of providing 
goods or services and include administrative expenses and depreciation of capital assets. Other 
revenues and expenses are classified as non-operating in the financial statements. 

In reporting the financial activity of its business-type activities and enterprise funds, the City applies 
all applicable Governmental Accounting Standards Board (GASB) pronouncements. Those include 
the following pronouncements issued on or before November 30, 1989, unless these 
pronouncements conflict with or contradict GASB pronouncements: Financial Accounting 
Standards Board Statements and Interpretations; Accounting Principles Board Opinions; and 
Accounting Research Bulletins of the Committee on Accounting Policies. 

D. RESTRICTED NET POSITION 

This position consists of cash and escrowed funds held in trust. They are restricted as to use for debt 
service and bond reserves as provided by bonding resolutions. 

E. CUSTOMER DEPOSITS 

The City collects a refundable deposit from a new customer prior to initiating metered service. 

F. STATEMENT OF CASH FLOWS 

The City defines cash and cash equivalents used in the statement of cash flows as all cash and highly 
liquid investments with an original maturity of three months or less when purchased (both restricted 
and unrestricted). 

G. ACCOUNTS RECEIVABLE 

Accounts receivable result primarily from miscellaneous services provided to citizens accounted for in 
the Governmental Funds and from water, wastewater, nursing home and sanitation services accounted 
for in their respective business-type funds. 

H. PREPAID EXPENSES 

Certain payments to vendors reflecting costs applicable to future accounting periods have been 
recorded as prepaid expenses in both the government-wide and fund financial statements. 

I. INVENTORY 

All inventories are valued at cost using the first in/first out (FIFO) method and are expensed when used. 
Inventories are accounted for using the consumption method. On the fund financial statements, 
reported supplies inventory is equally offset by nonspendable fund balance in the governmental funds 
which indicates that it does not constitute available spendable resources even though it is a component 
of net current assets. Inventory consists of expendable supplies. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued): 

J. CAPITAL ASSETS 

The City's property, plant, equipment, and infrastructure assets (i.e. roads, street lights, storm sewers, 
etc.) with useful lives of more than one year are stated at historical cost and comprehensively reported 
in the government-wide financial statements. The City maintains infrastructure asset records consistent 
with all other capital assets. Proprietary capital assets are also reported in their respective fund financial 
statements. Capital assets purchased or acquired with an original cost of $7,500 or more are reported 
at historical cost or estimated historical costs. Contributed capital assets are recorded at estimated fair 
market value as of the date received. Additions, improvements, and other capital outlays that 
significantly extend the useful life of an asset are capitalized. The costs of normal maintenance and 
repairs that do not add to the value of the asset or materially extend an asset's life are not capitalized. 
Interest costs associated with construction of fixed assets are capitalized. 

Depreciation on exhaustible assets is recorded as an allocated expense in the Statement of Activities 
with accumulated depreciation reflected in the Statement of Net Position and is provided on the straight
line basis over the following estimated useful lives: 

Assets 
Buildings and improvements 
Equipment, furniture and fixtures 
Infrastructure 
Plant, structure and lines 

K. COMPENSATED ABSENCES 

Years 
15- 50 
5-20 

40 
10 - 50 

Employees of the City are entitled to vacation leave and sick leave based on their length of employment. 
Compensated absences accumulate when they are earned. The total liability for vacation and sick leave 
payments has been calculated using pay rates in effect at the balance sheet date. In the event of 
termination, an employee is reimbursed for accumulated vacation and sick leave at various rates. The 
cumulative compensated absences at June 30, 2021 , are reported on the government-wide financial 
statements. 

L. DEFERRED INFLOWS OF RESOURCES 

This separate financial statement element, deferred inflows of resources, represents an inflow of 
resources that applies to a future period and so will not be recognized as an inflow of resources 
(revenue) until that time. The government has only one type of item, which arises only under a modified 
accrual basis of accounting, that qualifies for reporting in this category. Accordingly, the item, 
unavailable revenue, is reported only in the governmental funds balance sheet. The governmental 
funds report unavailable revenue from a note receivable. These amounts are deferred and recognized 
as an inflow of resources in the period that the amounts become available. 

M. FUND EQUITY CLASSIFICATIONS 

In the government-wide statements, equity is shown as net position and classified into three 
components; 

1. Net investment in capital assets - Consisting of capital assets including restricted capital assets, 
net of accumulated depreciation and reduced by the outstanding balances of any bond, mortgage 
notes, or other borrowing that are attributable to the acquisition, construction, or improvement of 
those assets. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued): 

M. FUND EQUITY CLASSIFICATIONS (continued) 

2. Restricted net position - Consisting of net position with constraints placed on their use whether by 
(1) external groups such as creditors, grantors, contributors, or laws or regulations of other 
governments; or (2) law through constitutional provisions or enabling legislations. The City first 
utilizes restricted resources to finance qualifying activities. 

3. Unrestricted net position - All other net position that does not meet the definition of "restricted" or 
"net investment in capital assets". 

N. USE OF ESTIMATES 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities, and disclosures of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 

2. CASH AND CASH EQUIVALENTS: 

The City complies with various restrictions on deposits and investments which are imposed by state statutes 
as follows: 

The custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, the City will not be able to recover deposits or will not be able to recover collateral securities 
that are in the possession of an outside party. The custodial credit risk for investments is the risk that, 
in the event of the failure of the counterparty to a transaction, the City will not be able to recover the 
value of the investment or collateral securities that are in the possession of an outside party. The City's 
policy is to collateralize the demand deposits with securities held by the financial institution's agent and 
in the City's name. 

Missouri state statutes authorize the City, with certain restrictions, to deposit or invest in open accounts, 
time deposits, U.S. Treasury notes, and certificates of deposit. Collateral is required by Missouri state 
statutes for demand deposits and certificates of deposit. The fair value of the collateral must equal 
100% of deposits not covered by federal deposit insurance. Obligations that may be pledged as 
collateral are governed by state statutes and include U.S. government and government agency bonds 
and securities, general obligation bonds of any of the fifty states, general obligation bonds of any 
Missouri county and certain cities and special district and revenue bonds of certain Missouri agencies. 

Restricted cash includes US Treasury money market funds held by the bond trustee with a Moody/Fitch 
rating of Aaa/ AAA and a weighted average to maturity of six days. 

As of June 30, 2021 , all bank balances on deposit are entirely insured or collateralized with securities. 

In addition to cash restrictions as described as restricted net assets as of June 30, 2021 , in Note 4, below, 
the City has $74,597 of cash restricted for meter deposits in the Water Fund. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

3. INVESTMENTS: 

The City's investments at June 30, 2021 , consisted of certificates of deposit totaling $2,166,520. 

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

B. Certificates of Deposit: Certificates of deposit with maturities in excess of three months are classified 
as investments but are considered deposits for custodial risk determination. State statutes require the 
City's deposits be collateralized in the name of the City by the trust department of a bank that does not 
hold the collateralized deposits. As of June 30, 2021 , all certificates of deposit are entirely insured or 
collateralized with securities. 

For the purpose of the Statement of Cash Flows, all investments will be considered cash equivalents. 

4. RESTRICTED ASSETS: 

Cash and cash equivalents are restricted for the following purposes: 

Go-.ernmental Funds 
General Fund 

Outer road maintenance 
Business-type Funds 
Water fund: 

Customer deposits 
Series 2007 Water Bonds: 

Debt serv;ce 
Debt serv;ce reser-.e 
Principal retirement 
Interest retirement 

Series 2009 Water Bonds: 
Debt serv;ce 
Principal retirement 
Interest retirement 

Series 2010 Water Bonds: 
Debt serv;ce 
Principal retirement 
Interest retirement 

Total business-type funds 

Total restricted cash 

18 

$ 60,621 

74,597 

416,317 
215,007 

12,704 

1 
12,300 

1,800 

1 
9,000 
1,602 

743,330 

$803,951 



CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

5. ACCOUNTS RECEIVABLE - PROPRIETARY FUNDS: 

Accounts receivable in the proprietary funds represent user-based charges for services provided to the 
City's customers. Net receivables at June 30, 2021 , were as follows: 

Business-type acti~ties: 
Proprietary funds : 

Total 
Receivables 

Water $ 113,123 
18,459 Sewer 

Nursing home 
Solid waste 13,773 

Total $ 145,355 

6. PROPERTY TAXES: 

Allowance 

$ (15,146) 
(3,538) 

(2,330) 

$ (21,014) 

Net 
Receivables 

$ 97,977 
14,921 

11 ,443 

$ 124,341 

Property taxes levied and uncollected are carried as an asset of the appropriate fund and are recorded as 
revenue in the respective fund when they become measurable and available. Property taxes are assessed 
on October 31 and are due and payable at that time. Property taxes attach as an enforceable lien on 
January 1 and the taxes are due to be collected by the following October 31. Uncollected amounts become 
delinquent after January 1 of the fol lowing year. The property tax levy per $100 of assessed valuation of 
real and tangible personal property for the calendar year 2020 was as follows: 

Fund 
General 
Library 
Park 

Total 

Levy 
$ .5797 

.2011 

.0500 
$ 8308 

7. TAXES AND OTHER RECEIVABLES - GENERAL FUND: 

Taxes receivable represent the collective ad valorem taxes, local sales taxes and franchise taxes. 
Adjustments have been made during the year to remove any uncollectible accounts. Management believes 
that the remaining receivables will be collected in the next fiscal year. Balances at June 30, 2021 , were as 
follows: 

General 
Fund 

Property tax $ 40,153 
Less: Allowance (12,975) 

Net property taxes 27,178 
Sales tax 63,009 
Motor 'l.€hicle and fuel 6,571 
Franchise taxes 7,554 

Total receivables $ 104,312 
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8. INSURANCE: 

CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. The City maintains commercial 
insurance to cover these risks. 

9. COMMITMENTS AND CONTINGENCIES: 

Federal and State Grants 

The City receives financial assistance from various Federal and State governmental agencies in the form 
of grants. The disbursement of funds received under these programs generally requires compliance with 
terms and conditions specified in the grant agreements and are subject to audit by the granter agencies. 

Any disallowed claims resulting from such audits could become a liability of the General Fund or other 
applicable funds. However, in the opinion of management, any such disallowed claims will not have a 
material effect on any of the financial statements of the individual fund types or on the overall financial 
position of the City at June 30, 2021 . 

10. DEFERRED COMPENSATION PLAN: 

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue 
Code Section 457. The plan, available to all City employees, permits them to defer a portion of their salary 
until future years. Participation in the plan is optional and participants elect how their salary deferrals are 
invested. All amounts of compensation deferred under the plan and all income attributable to those amounts 
are (until paid or made available to the employee or other beneficiary) held in trust for the exclusive benefits 
of plan participants and/or beneficiaries. The City contributes a matching amount to the plan on behalf of 
employees. Total contributions to retirement accounts for the year ended June 30, 2021, totaled $17,636. 

11 . LONG-TERM DEBT: 

Changes in long-term debt during the year ended June 30, 2021 , were as follows: 

Governmental Activities: 

Beginning 

Balance Additions 

Lease purchases $ 10,537 $ 

Note payable-Division of Energy 20,896 

Compensated absences 

Total Govermental Activities 

Business-Type Activities: 

Waterworks & Sewerage Bonds 

Note payable-Division of Energy 

Compensated absences 

Total Business-Type Activities 

13,890 

$ 45,323 $ 
==== 

$2,505,100 $ 

86,676 

90,477 

$2,682,253 $ 

Retirements 

Ending 

Balance 

$ 

$ 

$ 

$ 

(5,183) $ 5,354 

18,352 

13,890 

(2 ,544) 

(7 ,727) =$==3=7=,5=9=6 

(254,300) $ 2 ,250,800 

(10,566) 76,11 0 

(71,292) 19,185 

(336,158) $ 2 ,346 ,095 

The compensated absences liability attributable to governmental activities will be liquidated by the General 
Fund. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

11 . LONG-TERM DEBT (continued): 

A. GOVERNMENTAL ACTIVITIES DEBT 

Lease Purchases: 

Lease purchase for $24,912 with finance company, due in semi-annual 
installments of $2,743 through April 25, 2022, interest at 4.241 % $ 

Total cash paid for interest on these leases during year ended June 30, 2021 , totaled $302. 

Debt service requirements to maturity are: 

Year Ended 
June 30, Principal Interest Total 

2022 $ 5,354 $ 131 $ 5,485 

5,354 

At June 30, 2021, the City had lease purchases all of which were used to purchase vehicles and 
equipment for various city departments. For those leases recorded in the governmental funds, the City 
records the present value of the note obligation as capital outlay expenditures and as an offsetting other 
financing source in the year that the asset is purchased. At the government-wide level, the present 
value of the payments due in future periods, along with the net carrying value of the related capital 
assets, are recorded as liabilities and assets, respectively, in the governmental activities column of the 
statement of Net Position. For those leases recorded in proprietary funds, the City records the present 
value of the future debt payments as a liability and the related capital item as an asset of the fund. 

Assets with a cost of $432,089 were acquired through capital leases. 

B. BUSINESS-TYPE ACTIVITIES DEBT 

1. Revenue Bonds: 

Series 2007 Combined Waterworks and Sewerage 
System Re\enue Bonds (State of Missouri - Direct 
Loan Program) due in varying annual installments 
through July 1, 2028, interest at 1.40% 

Series 2009 Combined Waterworks and Sewerage 
System Re'l.enue Bonds (State of Missouri - Direct 
Loan Program - ARRA) due in varying annual 
installments through January 1, 2030, interest at 
1.51% 

Series 2010 Combined Waterworks and Sewerage 
System Re\enue Bonds (State of Missouri - Direct 
Loan Program) due in varying annual installments 
through January 1, 2031, interest at 1.65% 

$1 ,815,000 

241 ,600 

194,200 

$2,250,800 

Cash paid for interest on these bonds during the year ended June 30, 2021 , totaled $37,769. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

11. LONG-TERM DEBT (continued): 

Debt service requirements to maturity are: 

Year Ended 
June 30, Princieal Interest Total 

2022 $ 257,700 $ 30,543 $ 288,243 
2023 261 ,300 26,845 288,145 
2024 265,700 23,090 288,790 
2025 269,300 19,278 288,578 
2026 273,800 15,417 289,217 

2027-2031 923,000 23,580 946,580 

$ 2,250,800 $ 138,753 $ 2,389,553 

The bonds are issued under the State of Missouri - Direct Loan Program. These bonds are 
purchased by and resold nationally by the Missouri State Environmental Improvement and Energy 
Resources Authority. Funds generated by the sale are deposited with a trustee in the applicant's 
name and are used for construction of system improvements. Net revenues are pledged over the 
term of the bonds in an amount equal to the total principal and interest payments. 

C. COMBINED GOVERNMENTAL AND BUSINESS-TYPE NOTE PAYABLE: 

During the year ended June 30, 2018, the City entered into an agreement with the Missouri Department 
of Economic Development - Division of Energy for the purpose of financing the purchase of solar 
panels. The loan totaled $139,479 and was used to purchase solar panels to be used by both the 
governmental and business-type activities of the City . The loan proceeds and associated asset 
acquisitions are capitalized as such. The note is payable in semi-annual installments of $7,989 
beginning May 1, 2018, through November 1, 2027, interest at 2. 75% per annum. 

Total interest paid on this note for the year ended June 30, 2021 , totaled $3,221 , reporting $625 in the 
general fund/governmental activities and $2,596 in the water fund/business-type activities. 

Debt service requirements to maturity are as fol lows: 

Year Ended Governmental Business-Type 

June 30, Principal Interest Total Principal Interest Total 

2022 $ 2,614 $ 486 $ 3,100 $10,860 $ 2,019 $ 12,879 

2023 2,686 414 3,100 11 ,160 1,718 12,878 

2024 2,761 339 3,100 11,469 1,409 12.878 

2025 2,837 263 3,100 11,786 1,092 12,878 

2026 2,916 184 3,100 12,113 765 12,878 

2027-2028 4,538 125 4,663 18,722 515 19,237 

$ 18,352 $ 1,811 $20,163 $76,110 $ 7,518 $ 83,628 
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12. CAPITAL ASSETS: 

CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

The following is a summary in changes in capital assets for the year ended June 30, 2021 : 

Beginning 
Balance Additions Retirements 

Governmental activities: 
Nondepreciable assets: 
Land and easements $ 13,730 $ $ 

Total non-depreciable assets 13 730 

Depreciable capital assets: 
Buildings and improvements 607,817 

Equipment, furniture and fixtures 1,264,176 (15,000) 

I nfrastru ctu re 936,585 

Total depreciable assets 2,808,578 (15,000) 

Less accumulated depreciation: 
Buildings 159,836 15,152 

Equipment, furniture and fixtures 1,062,640 57,513 (15,000) 

Infrastructure 327,818 23,415 

Total accumulated depreciation 1,550,294 96,080 (15,000) 

Total depreciable capital assets, net 1,258,284 (96,080) 

Total governmental activities capital assets $ 1,272,014 $ (96,080) $ 

Depreciation expense in the amount of $96,080 was charged to the following functions: 

General government $ 47,751 

Street 22,531 

Fire 9,820 

Public safety 13,663 

Park 2,315 

$ 96,080 

23 

Endin9 Balance 

$ 13,730 

13,730 

607,817 
1,249,176 

936,585 

2,793,578 

174,988 
1,105,153 

351 ,233 

1,631 ,374 

1,162,204 

$ 1,175,934 



CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

12. CAPITAL ASSETS jcontinued}: 
Beginning Ret irements/ Ending 
Balance Additions Reclassification Balance 

Business-type activities: 
Sewe r Fund: 

Depreciable capital assets: 
Buildings and improvements $ 4 ,000 $ $ $ 4,000 
Plant, structure and lines 1,362,312 1,362,312 
Equipment, furniture and fixtures 226,865 226,865 

Total depreciable assets 1,593,177 1,593,177 

Less accumulated depreciation: 
Buildings and improvements 4,000 4,000 
Equipment, furniture and fixtures 723,990 14,068 738,058 
Infrastructure 195,670 26,260 221 ,930 

Total accumulated depreciation 923,660 40,328 963,988 
Total depreciable capital assets, net 669,517 (40,328) 629,189 

Total sewer fund capital assets , net $ 669,517 $ (40,328) $ $ 629,189 

W ater Fund: 
Nondepreciable assets : 

Land and easements $ 23,484 $ $ $ 23,484 
Construction in progress 7,525 7,525 

Total non-depreciable assets 31 ,009 31 ,009 

Depreciable capital assets: 
Buildings and improvements 127,496 127,496 
Plant , structure and lines 8,912,522 11 ,916 8,924,438 
Equipment, furniture and fixtures 529,763 22,615 552,378 

Total depreciable assets 9,569,781 34,531 9,604,312 

Less accumulated depreciation : 
Buildings and improvements 22,731 3,071 25,802 
Infrastructure 2,911 ,741 181,445 3,093,186 
Equipment, furniture and fixtures 419,310 17,912 437,222 

Total accumulated depreciation 3,353,782 202,428 3,556,210 

Total depreciable capital assets, net 6 ,215,999 (167,897) 6,048,102 

Total water fund capital assets, net $6,247,008 $ (167,897) $ $6,079,111 

Solid Waste Fund: 
Depreciable capital assets: 

Equipment , furniture and fixtures $ 21 ,636 $ $ $ 21 ,636 

Total depreciable assets 21 ,636 21 ,636 

Less accumulated depreciation: 
Equipment, furniture and fixtures 20,331 1,305 21 ,636 

Total accumulated depreciation 20,331 1,305 21 ,636 

Total depreciable capital assets, net 1,305 (1 ,305) 

Total solid waste fund 

capital assets , net $ 1,305 $ (1 ,305) $ $ 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

12. CAPITAL ASSETS (continued): 

Business-type activities (continued): 

Nursing Home Fund: 

Depreciable capital assets : 

Buildings and improvements 

Equipment, furn iture and fixtures 

Vehicles 

Total depreciable assets 

Less accumulated depreciation: 

Leasehould improvements 

Furnishings and equipment 

Vehicles 

Total accumulated depreciation 

Total depreciable capital assets , net 

Total nursing home fund capital 

assets , net 

13. CONCENTRATIONS: 

Beginning 

Balance 

$2,354,724 

730 ,8 7 8 

45,900 

3,131 ,502 

1,431 ,776 

623,055 

45,900 

2 ,100,731 

1 ,030,771 

$1 ,030,77 1 

Additions Retirements 

$ $ 

70,881 

20,859 

91 ,740 

(91 ,740) 

$ (91,740) $ 

$ 

$ 

Ending 

Balance 

2,354,724 

730,878 

45,900 

3 ,131 ,502 

1 ,502,657 

643,914 

45,900 

2 ,192,471 

939,031 

939,031 

The City received approximately 67 percent of its water user fees from one public water supply district. 

14. PLEDGED REVENUES: 

The City has pledged future water and sewer customer revenues, net of specified operating expenses, to 
repay the Series 2007, 2009, and 2010 Combined Waterworks and Sewerage System Revenue Bonds. 
The bonds were issued for the amounts identified in Note 11 above. Proceeds from the bonds were used 
to fund infrastructure for the waterworks system. The bonds are payable solely from water and sewer fund 
net revenues and are payable through 2031 . The total principal and interest remaining to be paid on the 
bonds is $2,389,553. 

15. INTERFUND TRANSFERS: 

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

Transfer to 

General Fund Water Fund Total 

Transfer from 

Solid Waste Fund $ 10,299 $ 3,610 $ 13,909 

Sewer Fund 128,758 128,758 

$ 10,299 $ 132,368 $ 142,667 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2021 

16. ANNUAL GENERAL OPERATING REVENUE FROM TRAFFIC VIOLATIONS: 

House Bill 103 amending Section 302.341.2 RS Mo became effective on August 28, 2013. The amendment 
to the statute required municipalities to report an accounting of the percent of annual general operating 
revenue from fines and court costs for traffic violations. The City's traffic violations revenues are 2.11 % of 
this total "annual general operating revenue", which is substantially below the 20% threshold requirement 
of the amended statute. 

17. SUBSEQUENT EVENTS: 

As stated in Note 1, the City's nursing home was closed on January 31, 2021 Subsequent to year end, 
the Board of Aldermen voted to sell the City's nursing home. 

Management has reviewed subsequent events through March 17, 2023, the date these financial statements 
were available to be issued. 
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CITY OF ADRIAN, MISSOURI 
BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Variances 
Budgeted Amounts Budget Basis Positive (Negative) 

Original Final Actual Amounts Final to Actual 

REVENUES 
Property taxes $ 98,550 $ 98,550 $ 121,153 $ 22,603 
Franchise taxes 125,000 125,000 121,118 (3,882) 
Sales taxes 544,000 544,000 542,489 (1,511) 
Other taxes 82,000 82,000 79,622 (2,378) 
Licenses and permits 11,400 11,400 12,202 802 
Lease revenue 53,000 53,000 4,000 (49,000) 
Fines and forfeitures 12,000 12,000 3,840 (8,160) 
Investment earnings 4,615 4,615 5,477 862 
Miscellaneous 38,765 38,765 46,418 7,653 

Total revenues 969,330 969,330 936,319 (33,011) 

EXPENDITURES 
Salaries, payroll taxes and benefits 313,225 313,225 495,797 (182,572) 
Repairs 122,875 122,875 86,003 36,872 
Administration and supplies 69,662 69,662 27,624 42,038 
Insurance 48,700 48,700 41 ,924 6,776 
Utilities and street lights 69,075 69,075 58,556 10,519 
Library expenditures 24,781 (24,781) 
Vehicle expenses 20,820 20,820 16,565 4,255 
Capital outlay 108,200 108,200 108,200 
Debt service 8 586 {8,586) 

Total expenditures 752,557 752,557 759,836 {7,279) 

Excess (deficiency) of revenues 
over expenditures 216,773 216,773 176,483 (40,290) 

OTHER FINANCING (USES) 
Transfers in 10,299 10,299 

Net change in fund balance 216,773 216,773 186,782 $ (29,991) 

Fund balance - beginning 1,534,167 1,534,167 1,534,167 

Fund balance - ending $ 1,750,940 $ 1,750,940 

Adjustment to reconcile to GAAP Basis 
Revenue accruals 22,120 
Expenditure accruals 1,575 

Fund balance - ending (GAAP Basis) 1,744,644 

See accompanying notes to supplemental information and independent auditors' report. 
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CITY OF ADRIAN, MISSOURI 
BUDGETARY COMPARISON SCHEDULE FOR THE WATER FUND 

NON-GAAP BUDGETARY BASIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Actual Amounts Variances 
Budgeted Amounts Non-GAAP Positive (Negative) 

Original Final Budgeta!Y Basis Final to Actual 

OPERATING REVENUES 
Charges for services $1 ,136,042 $1 ,136,042 $ 1,145,382 $ 9,340 
Miscellaneous 15,000 15,000 (15,000) 

Total revenues 1,151 ,042 1,151 ,042 1,145,382 (5,660) 

OPERATING EXPENSES 
Treatment and operations 

Personal services 482,286 482,286 228,815 253,471 
Contractual services 347,640 347,640 297,527 50,113 
Commodities 117,200 117,200 107,767 9,433 
Capital outlay 46,235 46,235 34,531 11,704 
Debt service 295,450 295,450 301 ,371 (5,921) 
Total operating expenses 1,288,811 1,288,811 970,011 318,800 

OPERATING INCOME (137,769) (137,769) 175,371 313,140 

NON-OPERATING REVENUES (EXPENSES) 
Interest income 6,050 6,050 18,664 12,614 

INCOME BEFORE TRANSFERS (131 ,719) (131 ,719) 194,035 325,754 

OTHER FINANCING SOURCES (USES) 
Transfers in (out) 132,368 132,368 

CHANGE IN NET POSITION (131,719) (131 ,719) 326,403 458,122 

NET POSITION, BEGINNING 7,231,866 7,231 ,866 7,231 ,866 

NET POSITION, ENDING $7,100,147 $7,100,147 7,558,269 $ 458,122 

Adjustments to reconcile to GAAP basis 
Accrual adjustments to revenues (15,845) 
Accrual adjustments to expenses 7,649 
Capital outlay 34,531 
Principal on bonds and capital leases 264,866 
Depreciation (202,428) 

NET POSITION, ENDING (GAAP Basis) $ 7,647,042 

See accompanying notes to supplemental information and independent auditors' report. 
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CITY OF ADRIAN, MISSOURI 
BUDGETARY COMPARISON SCHEDULE FOR THE SEWER FUND 

NON-GAAP BUDGET ARY BASIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Actual Amounts Variances 
Budgeted Amounts Non-GAAP Positive (Negative) 

Original Final Budgeta!}'. Basis Final to Actual 

OPERATING REVENUES 
Charges for services $ 145,425 $ 145,425 $ 137,399 $ (8,026) 

OPERATING EXPENSES 
Treatment and operations 

Personal services 24,636 24,636 23,304 1,332 
Contractual services 131,850 131,850 48,851 82,999 
Commodities 9,100 9,100 3,844 5,256 
Capital outlay 22,500 22,500 22,500 

Total operating expenses 188,086 188,086 75,999 112,087 

OPERATING INCOME (LOSS) (42,661 ) (42,661) 61 ,400 104,061 

NON-OPERATING REVENUES (EXPENSES) 
Interest income 1,890 1,890 2,652 762 

CHANGE IN NET POSITION BEFORE TRANSFERS (40,771) (40,771) 64,052 104,823 

OTHER FINANCING SOURCES (USES) 
Transfers in (out) (128,758) (128,758) 

CHANGE IN NET POSITION (40,771) (40,771) (64,706) $ (23,935) 

NET POSITION, BEGINNING 1,138,968 1,138,968 1,138,968 

NET POSITION, ENDING $1,098,197 $1,098,197 1,074,262 

Adjustments to reconcile to GAAP basis 
Accrual adjustments to revenues {1,553) 
Accrual adjustments to expenses (606) 
Depreciation (40,334) 

NET POSITION, ENDING (GAAP Basis) $ 1,031,769 

See accompanying notes to supplemental information and independent auditors' report. 
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CITY OF ADRIAN, MISSOURI 
BUDGETARY COMPARISON SCHEDULE FOR THE SOLID WASTE FUND 

NON-GAAP BUDGETARY BASIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

Actual Amounts Variances 
Budgeted Amounts Non-GAAP Positive (Negative) 

Original Final Budgeta!Y Basis Final to Actual 

OPERA TING REVENUES 
Charges for services $ 103,000 $ 103,000 $ 107,426 $ 4,426 

OPERATING EXPENSES 
Treatment and operations 

Personal services 4,480 4,480 4,480 
Contractual services 92,350 92,350 90,836 1,514 
Total operating expenses 96,830 96,830 90,836 5,994 

OPERATING INCOME (LOSS) 6,170 6,170 16,590 10,420 

OTHER FINANCING SOURCES (USES) 
Transfers in (out) (6,530) (6,530) (16,590) (10,060) 

CHANGE IN NET POSITION (360) (360) $ 360 

NET POSITION, BEGINNING 22,261 22,261 22,261 

NET POSITION, ENDING $ 21,901 $ 21,901 22,261 

Adjustments to reconcile to GAAP basis 
Accrual adjustments to revenues 699 
Accrual adjustments to expenses (9,129) 
Depreciation (1,306) 

NET POSITION, ENDING (GAAP Basis) $ 12,525 

See accompanying notes to supplemental information and independent auditors' report. 
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CITY OF ADRIAN, MISSOURI 
NOTES TO THE REQUIRED AND OTHER SUPPLEMENTARY INFORMATION 

JUNE 30, 2021 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

A. BUDGETS AND BUDGETARY ACCOUNTING 

The Board of Aldermen follow the following procedures in establishing the budgetary data 
reflected in the government-wide financial statements: 

1. Prior to April 30, the City Clerk, who serves as the budget officer, submits to the Board of 
Aldermen a proposed operating budget for all funds for the fiscal year commencing the 
following July 1. The operating budget includes proposed expenditures and the means of 
financing them. Budgeted expenditures cannot exceed beginning available monies plus 
estimated revenues for the year. Total actual expenditures may not legally exceed total 
budgeted expenditures. All annual appropriations lapse at fiscal year-end. 

2. Public hearings are conducted to obtain taxpayer comments. Prior to approval by the Board 
of Aldermen, the budget document is available for public inspection. 

3. Prior to June 30, the budget is legally enacted by a vote of the Board of Aldermen. 

4. Subsequent to its formal approval of the budget, the City Clerk has the authority to make 
necessary adjustments to the budget by formal vote. 

Budgets are prepared on the cash basis of accounting (budgetary basis), in which revenues are 
recognized when collected and expenditures are recognized when paid. The reported 
budgetary data represent both the original and final approved budgets as adopted by the Board 
of Aldermen. 
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Raymore, MO 64083 
Phone: 816-331-4242 

Fax: 816-322-4626 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND OTHER MATTERS AND INTERNAL 
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

The Honorable Mayor and Board of Aldermen 
City of Adrian, Missouri 

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, and each major fund of the City of Adrian, 
Missouri, as of and for the year ended June 30, 2021 , and the related notes to the financial statements, 
which collectively comprise the City of Adrian, Missouri's basic financial statements and have issued 
our report thereon dated March 17, 2023. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the City of Adrian, 
Missouri's internal control over financial reporting (internal control) as a basis for designing 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 Adrian, Missouri's internal control. Accordingly, we do not express an opinion on the 
effectiveness of the City of Adrian, Missouri's internal control. 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that were not identified . However, as described in the accompanying schedule of findings 
and questioned costs, we identified certain deficiencies in internal control that we consider to be 
material weaknesses and significant deficiencies. 

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. We consider the deficiency described in the accompanying schedule of 
findings as item 2021-001 to be material weaknesses. 
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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. We consider the deficiencies described in the accompanying schedule of findings as 
items 2021-002 and 2021-003 to be significant deficiencies. 

Compliance And Other Matters 

As part of obtaining reasonable assurance about whether the City of Adrian, Missouri's financial 
statements are free of material misstatement, we performed tests of its compliance with certain provi
sions of laws, regulations, contracts, and grants, 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 audits and, accordingly, we do not 
express such an opinion. The results of our tests disclosed an instance of noncompliance that is 
required to be reported under Government Auditing Standards and which is described in the 
accompanying schedule of findings and responses as item 2021-004. 

Response to Findings 

The City of Adrian, Missouri's response to the findings identified in our audit are described in the 
accompanying schedule of findings and responses. We did not audit the City of Adrian, Missouri's 
responses and, accordingly, we express no opinion on them. 

Purpose of 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 
City'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 City's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Raymore, Missouri 
March 17, 2023 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF CURRENT YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Internal Control over Financial Reporting 

2021-001 Segregation of Duties and Training - Material Weakness 

Statement of Condition: The City is not able to segregate the duties of employees to all phases of 
an accounting transaction. Not all City employees have been trained or cross-trained on the 
accounting process. 

Criteria: Adequate segregation of non-compatible duties is important for a sound and efficient 
internal control system Including appropriate training and cross-training helps to ensure all 
employees understand the processes and may help mitigate the risks associated with a lack of 
segregated duties 

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

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

Recommendation: Efficient segregation of duties in a small governmental environment is often 
difficult; however, we feel that the governing body and City management should be aware of the 
risk associated with this lack of duty segregation and attempt to exercise as much oversight 
control in these areas as possible and feasible. Some areas in which we recommend additional 
oversight are: 

1. The City should create a written accounting procedures manual. This manual should give 
detailed processes related to the accounting procedures of the City . The manual will allow all 
office personnel to understand how procedures should work. It is important not only for City 
personnel but the Board of Aldermen to understand the procedures within the City. 

2. The City should have a written risk assessment that is monitored on an ongoing basis to 
ensure the Board is constantly assessing the risks associated with City procedures. 

3. Implementation of secondary reviews is imperative when an entity is unable to adequately 
segregate duties. Secondary reviews should be performed by someone outside of the daily 
accounting cycle. Reviews should include approval of all adjusting journal entries entered in 
the accounting system, direct deposit payroll, timesheets, supporting documentation of all 
City expenditures including credit card statements and supporting documentation, bank 
statements, and reconciliations of cash to the general ledger. We further recommend that all 
City expenditures be included on the Council Approval Report for review and approval at 
each council meeting. Documentation of such reviews should be kept by the City. 

4. Appropriate training and cross-training of employees will help to mitigate risks related to a 
lack of segregated duties. 

City's Response: Segregation is limited due to the small number of employees, however, we are 
working towards creating a procedure manual and working on reviews in several areas to help with 
this weakness. 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF CURRENT YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Internal Control over Financial Reporting (continued) 

2021-002 Significant Deficiency - Financial Accounting and Reporting 

Statement of Condition: The City financial accounting software is complex in either function or in 
its initial setup. 

Criteria: The financial accounting software should present reports and financial information in a 
user friendly manner. 

Cause: The City's financial accounting software is complex in design or setup. It appears separate 
general ledgers have been created for each government function rather than being organized on a 
fund basis. 

Effect: The cumbersome nature of the system hinders timely financial reporting and is difficult to 
extract information from. 

Recommendation: The City should either reconstruct the existing accounting system or look into 
other accounting systems. 

City's Response: The current financial software has been configured to generate a useful monthly 
report that tracks revenues and expenses compared to the budget. The city is moving to a new 
financial accounting software platform that is user friendly and has the capacity to generate 
financial reports that are functional and presented in a manner that are more easily understood by 
the general public. The new software install will begin before the end of 2022 and will be 
completed within the first quarter of 2023. 

2021-003 Significant Deficiency - Financial Reporting and Budgets 

Statement of Condition: The budget is not entered into the City's financial accounting software 
package. 

Criteria: The City's financial reports should include the requisite financial information and the 
related budgetary information for management to make informed decisions and monitor City 
finances. 

Cause: The budget is not entered into the City's financial accounting software. 

Effect: Management could make financial decisions not in accordance with the adopted budget 
and/or fail to properly amend the budget as needed. 

Recommendation: The City should adopt policies to ensure the budget is entered into the 
accounting system and the requisite budget to actual comparisons are readily available for 
management and the Board of Aldermen. 

City's Response: The city's budget was entered into the accounting software in August of 2022. 
Monthly budget to actual revenue and expense reports have been generated and posted online for 
public consumption. The budget will be imported into the new financial accounting software every 
year as part of the budget planning and approval process. 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF CURRENT YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Compliance 

2021 - 004 Budget 

Statement of Condition: Actual expenditures exceeded budgeted expenditures in the General Fund. 

Criteria: Chapter 67.040 of the Revised Missouri Statutes states that an increase of expenditures 
over budgeted amounts is to be made only on formal resolution. 

Effect: The City was not in compliance with Chapter 67.040 of the Revised Missouri Statutes. 

Cause: The City did not amend the General Fund budget to reflect increased expenditures. 

Recommendation: We recommend the City monitor budgeted to actual expenditures and amend 
the budget accordingly. 

City's Response: The city will monitor budgeted to actual expenditures monthly and make the 
necessary budget amendments and or adjustments accordingly. The city will use the new financial 
accounting software implementation to bring any overstated funds into balance 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Internal Control over Financial Reporting 

2020-001 Segregation of Duties and Training - Material Weakness 

Statement of Condition: The City is not able to segregate the duties of employees to all phases of 
an accounting transaction. Not all City employees have been trained or cross-trained on the 
accounting process. 

Criteria: Adequate segregation of non-compatible duties is important for a sound and efficient 
internal control system. Including appropriate training and cross-training helps to ensure all 
employees understand the processes and may help mitigate the risks associated with a lack of 
segregated duties. 

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

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

Recommendation: Efficient segregation of duties in a small governmental environment is often 
difficult; however, we feel that the governing body and City management should be aware of the 
risk associated with this lack of duty segregation and attempt to exercise as much oversight 
control in these areas as possible and feasible. Some areas in which we recommend additional 
oversight are: 

1. The City should create a written accounting procedures manual. This manual should give 
detailed processes related to the accounting procedures of the City. The manual will allow all 
office personnel to understand how procedures should work. It is important not only for City 
personnel but the Board of Aldermen to understand the procedures within the City. 

2. The City should have a written risk assessment that is monitored on an ongoing basis to 
ensure the Board is constantly assessing the risks associated with City procedures. 

3. Implementation of secondary reviews is imperative when an entity is unable to adequately 
segregate duties. Secondary reviews should be performed by someone outside of the daily 
accounting cycle. Reviews should include approval of all adjusting journal entries entered in 
the accounting system, direct deposit payroll, timesheets, supporting documentation of all 
City expenditures including credit card statements and supporting documentation, bank 
statements, and reconcil iations of cash to the general ledger. We further recommend that all 
City expenditures be included on the Council Approval Report for review and approval at 
each council meeting. Documentation of such reviews should be kept by the City. 

4. Appropriate training and cross-training of employees will help to mitigate risks related to a 
lack of segregated duties. 

City's Response: Segregation is limited due to the small number of employees, however, we are 
working towards creating a procedure manual and working on reviews in several areas to help with 
this weakness. 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Internal Control over Financial Reporting (continued) 

2020-002 Significant Deficiency - Financial Accounting and Reporting 

Statement of Condition: The City financial accounting software is complex in either function or in 
its initial setup. 

Criteria: The financial accounting software should present reports and financial information in a 
user friendly manner. 

Cause: The City's financial accounting software is complex in design or setup. It appears separate 
general ledgers have been created for each government function rather than being organized on a 
fund basis. 

Effect: The cumbersome nature of the system hinders timely financial reporting and is difficult to 
extract information from. 

Recommendation: The City should either reconstruct the existing accounting system or look into 
other accounting systems. 

City's Response: The current financial software has been configured to generate a useful monthly 
report that tracks revenues and expenses compared to the budget. The city is moving to a new 
financial accounting software platform that is user friendly and has the capacity to generate 
financial reports that are functional and presented in a manner that are more easily understood by 
the general public. The new software install will begin before the end of 2022 and will be 
completed within the first quarter of 2023. 

2020-003 Significant Deficiency - Financial Reporting and Budgets 

Statement of Condition: The budget is not entered into the City's financial accounting software 
package. 

Criteria: The City's financial reports should include the requisite financial information and the 
related budgetary information for management to make informed decisions and monitor City 
finances. 

Cause: The budget is not entered into the City's financial accounting software. 

Effect: Management could make financial decisions not in accordance with the adopted budget 
and/or fai l to properly amend the budget as needed. 

Recommendation: The City should adopt policies to ensure the budget is entered into the 
accounting system and the requisite budget to actual comparisons are readily available for 
management and the Board of Aldermen. 

City's Response: The city's budget was entered into the accounting software in August of 2022. 
Monthly budget to actual revenue and expense reports have been generated and posted online for 
public consumption. The budget will be imported into the new financial accounting software every 
year as part of the budget planning and approval process. 
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CITY OF ADRIAN, MISSOURI 
SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES TO THE INDEPENDENT AUDITORS' 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
JUNE 30, 2021 

Compliance 

2020 - 004 Budget 

Statement of Condition: Actual expenditures exceeded budgeted expenditures in the General Fund. 

Criteria: Chapter 67.040 of the Revised Missouri Statutes states that an increase of expenditures 
over budgeted amounts is to be made only on formal resolution. 

Effect: The City was not in compliance with Chapter 67.040 of the Revised Missouri Statutes. 

Cause: The City did not amend the General Fund budget to reflect increased expenditures. 

Recommendation: We recommend the City monitor budgeted to actual expenditures and amend 
the budget accordingly. 

City's Response: The city will monitor budgeted to actual expenditures monthly and make the 
necessary budget amendments and or adjustments accordingly. The city will use the new financial 
accounting software implementation to bring any overstated funds into balance 
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