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INDEPENDENT AUDITORS’ REPORT

To the County Commissioners
Cole County, Missouri

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information for Cole County, Missouri (the
County), as of and for the year ended December 31, 2021, and the related notes to the financial statements,
which collectively comprise the County’s basic financial statements as listed in the accompanying table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of Cole County, Missouri, as of December 31, 2021, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance
with U.S. generally accepted accounting principles.

Basis for Opinions

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the County and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the County’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with generally accepted auditing standards and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate,
they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepting auditing standards and Government Auditing
Standards, we:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatements of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an (or update our) understanding of internal control relevant to the audit 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 County’s internal control. Accordingly, no such opinion is
expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the County’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis, the
budgetary comparison schedules, and the pension plans schedules as listed in the table of contents be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with U.S. generally accepted auditing standards, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The supplementary information listed in the table of
contents and the schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, are presented for purposes of additional analysis and are not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with U.S. generally accepted auditing standards.
In our opinion, the information is fairly stated in all material respects in relation to the financial statements as
a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises of the introductory and statistical sections but does not include the basic financial statements and
our auditors’ report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the basic
financial statements, or other information otherwise appears to be materially misstated. If, based on the work
performed, we conclude that an uncorrected material misstatement of the other information exists, we are
required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 24, 2022, on
our consideration of the County’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 the 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 County’s internal control over financial reporting and compliance.

WA eejmlg, UC

Jefferson City, Missouri
May 24, 2022














































































COUNTY OF COLE, MISSOURI

NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County of Cole (the County) is located in central Missouri and home to the state capital and the City of
Jefferson. It is a first-class county governed by three elected commissioners (western, eastern, and presiding).
Other elected County officials are the Assessor, Auditor, Circuit Clerk, Collector, County Clerk, Prosecuting
Attorney, Public Administrator, Recorder of Deeds, Sheriff, and Treasurer. These various officials handle
different aspects of the County’s operations.

The accounting policies and financial reporting practices of the County conform to U.S. generally accepted
accounting principles applicable to governmental entities. The more significant of the County’s accounting
policies are described below.

A. Reporting Entity

The County, for financial purposes, includes all of the funds relevant to the operations of the County. The
financial statements presented herein do not include agencies which have been formed under applicable state
laws or separate and distinct units of government apart from the County that have been determined not to be
component units as defined by Governmental Accounting Standards Board Statement No. 61, "The Financial
Reporting Entity: Omnibus" (GASB 61). 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 able to impose its will or the component unit may provide financial benefits or impose
a burden on the primary government. In addition, component units can be other organizations for which the
nature and significance of the relationship with the primary government are such that exclusion would cause
the reporting entity’s financial statements to be misleading if excluded. Based on the criteria of GASB 61,
there are no other agencies or entities for which the County has been determined to be financially accountable
and, therefore, should be included in the financial statements of the County.

The County Commission has established Cole County Special Services (CCSS) and appointed a board of
directors under Section 205.968 RSMo. Once established, CCSS and its board are considered a political
subdivision under section 70.600 RSMo and act independently of the County Commission. It does not meet
the definition of a component unit. However, the County does include a levy under Senate Bill 40 for CCSS
in the County levy, which is then remitted to CCSS.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of changes in
net position) report information on all of the non-fiduciary activities of the County. The effect of interfund
activities, except for interfund services provided and used, has been removed from these statements.
Governmental activities, which normally are supported by taxes, intergovernmental revenues, and other
nonexchange transactions, are reported separately from business-type activities, which rely to a significant
extent on fees and charges to external parties.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or
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segment. Taxes, unrestricted interest earnings, gains, and other items not properly included among program
revenues are reported instead as general revenues.

Separate fund financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements. The County has
determined that the General Fund, Road and Bridge Fund, Sales Tax Fund, Law Enforcement Sales Tax Fund,
Emergency Services Sales Tax Fund, ARPA Coronavirus Recovery Fund, and Neighborhood Sinking Fund
are major governmental funds. All other governmental funds are reported in one column labeled “Other
Governmental Funds.” The total fund balances for all governmental funds are reconciled to total net position
for governmental activities as shown on the statement of net position. The net change in fund balances for all
governmental funds is reconciled to the total change in net position as shown on the statement of activities in
the government-wide statements.

The County uses funds to report its financial position and results of its operations in the fund financial
statements. A fund is a separate accounting entity with a self-balancing set of accounts. Fund accounting is
designed to demonstrate legal compliance and to aid financial management by segregating transactions related
to certain government functions or activities. Governmental resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means by which spending
activities are controlled. Funds are classified into three categories: governmental, proprietary and fiduciary.

The County reports the following major governmental funds:

General Fund — The General Fund is the general operating fund of the County. All general tax revenues
and other receipts not allocated by law or contractual agreement to another fund are accounted for in this
fund. This fund provides for general operating expenditures, fixed charges and the capital improvement
costs not paid through other funds.

Road and Bridge Fund — The Road and Bridge Fund is a special revenue fund used to account for the
operations of the public works department. Financing is provided by various taxes, intergovernmental
grants, revenue from the State of Missouri, and transfers from the General Fund.

Sales Tax Fund — The Sales Tax Fund is a special revenue fund used to account for sales tax collections
from a .5% sales tax due to expire December 31, 2021, and expenditures from such collections can only
be used for improvements to roads and bridges and the repair, renovation and acquisition of County
facilities.

Law Enforcement Sales Tax Fund — The Law Enforcement Sales Tax Fund is a special revenue fund used
to account for sales tax collections from a .5% sales tax and for the operations of the Cole County
Sheriff’s department. The sales tax is to be used for the purpose of providing law enforcement services for
the County, including construction of a law enforcement facility. When all obligations related to the
construction of the County jail have been paid, the sales tax will be reduced to .38%.

Emergency Services Sales Tax Fund — The Emergency Services Sales Tax Fund is a special revenue fund
established in 2009 to account for the collections of a .5% cent sales tax. Revenue from the special sales
tax can be used only for emergency services and to fund a rollback of General Fund property taxes.

ARPA Coronavirus Recovery Fund — The ARPA Coronavirus Recovery Fund is a special revenue fund
established in 2021 to account for grant monies received from the federal government’s State and Local
Fiscal Recovery Fund as part of the American Rescue Plan Act (ARPA).

Neighborhood Sinking Fund — The Neighborhood Sinking Fund is a debt service fund established to
account for improvements to a neighborhood improvement district (NID) that are paid for by property
owners through a special assessment to retire bonds used to finance improvements.
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The County reports the following major proprietary fund:

Emergency Medical Services Fund — This enterprise fund accounts for the operations of the County’s
emergency medical response service.

The County reports the following internal service fund:

Health Insurance Fund — The Health Insurance Fund is used to account for internal charges of premiums
to the various County departments and for claims and administrative expenses of the County’s self-
insured health plan for employees.

Additionally, the County includes a fiduciary fund statement for custodial funds. Custodial funds are used to
account for assets held by the County as an agent for individuals, private organizations, or other governmental
units. Custodial funds include various taxes and fees collected by County officials which have not yet been
remitted to the appropriate governmental entity or person. Only the portion of the funds collected by those
officials subsequently remitted to the County are included in the County’s financial statements. The
remainder are included in the custodial funds. The most significant portion of these custodial funds are
property and other taxes not yet remitted by the County Collector.

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

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the basic financial statements. It relates to the timing of the measurements made, regardless of the
measurement focus applied.

Government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of the related cash flows. Property taxes are recognized in the year for
which they are levied as specified by the County Commission. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collected within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the County
considers revenues to be available if they are collected within 60-days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
interest and principal on general long-term debt are recognized when due.

Certain taxes (including property, sales, motor vehicle, local use, and others), special assessments, charges for
services, licenses, and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be susceptible to accrual as
revenue of the current period. All other revenue items are considered to be measurable and available only
when cash is received by the government.

All proprietary funds are accounted for using the accrual basis of accounting. These funds account for
operations that are primarily financed by user charges. The economic resources measurement focus concerns
determining costs as a means of maintaining the capital investment and management control. Their revenues
are recognized when they are earned, and their expenses are recognized when they are incurred. Allocations
of costs, such as depreciation, are recorded in proprietary funds.
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Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund’s ongoing operations. Operating expenses include the costs of services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

The County’s general spending prioritization policy is to consider restricted resources to have been used first,
followed by committed, assigned, and unassigned amounts when expenditures have been incurred for which
resources in more than one classification could be used.

Sometimes the County will fund outlays for a particular purpose from both restricted (e.g., restricted bond or
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted — net
position and unrestricted — net position in the government-wide and proprietary fund financial statements, a
flow assumption must be made about the order in which the resources are considered to be applied. It is the
County’s policy to consider restricted — net position to have been depleted before unrestricted — net position is
applied.

D. Budgets

Budgets are adopted on the cash basis of accounting, which is a comprehensive basis of accounting other than
U.S. generally accepted accounting principles. Annual appropriated budgets are adopted for the General,
Road and Bridge, Sales Tax, Law Enforcement Sales Tax, Emergency Services Sales Tax, ARPA
Coronavirus Recovery, Neighborhood Sinking, Domestic Violence, Record Preservation, Assessment,
Training, Election Services, Tax Maintenance, Sheriff Revolving, Prosecuting Attorney Administrative
Handling Fee, and CARES Act Relief Funds. The following funds do not adopt budgets because they are not
required by Missouri Statutes: Circuit Clerk, Prosecuting Attorney Tax Collection, Employee Retirement,
and Capital Improvement Funds.

All annual appropriations lapse at fiscal year-end. Funds on hand at year-end are considered as available
revenue for expenditures and are included in beginning budgetary fund balance for the following year.

The County Commission approves the annual budget at the fund level. However, the appropriations at the
departmental object level are closely monitored throughout the year for fluctuations and needed revisions.
Budget amendments must be recommended by the County Auditor, who also serves as the Budget Officer,
and authorized by the County Commission or other authority, as determined by state statute. Supplemental
appropriations are made by the applicable authority throughout the year.

Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance
accounting - under which purchase orders, contracts and other commitments for the expenditure of resources
are recorded to reserve that portion of the applicable appropriation - is utilized in the governmental funds.
Encumbrances totaled $2,156,760 as of December 31, 2021.

E. Cash and Investments

The County’s cash and cash equivalents are defined as cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. The County
Treasurer maintains a cash and investment pool that is available for use by all funds. Within the financial
statements, income from investments is allocated to the underlying fund unless required to be assigned to
another fund by contractual or legal reason. In addition, cash and investments are separately maintained by
other County officials.

Investments are stated at cost, which approximates fair value.
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For purposes of the statement of cash flows, all highly liquid investments with an original maturity of three
months or less when purchased are considered to be cash equivalents. Because a statement of cash flows is
prepared only for proprietary funds under generally accepted accounting principles, cash and cash equivalents
are distinguished only for those funds.

F. Short-Term Interfund Receivables/Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “due to/from other funds” (i.e. the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as “due to/from other funds.”

G. Receivables

Receivables consist primarily of taxes, grants, emergency medical services charges, and reinsurance
reimbursements. They are shown net of an allowance for estimated uncollectible amounts.

H. Inventories

All inventories are recorded in the Road and Bridge Fund and valued at cost using the first-in, first out (FIFO)
method. Inventories of governmental funds are recorded as expenditures when consumed rather than when
purchased.

1 Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items) are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets are defined as assets with an initial, individual
cost of $5,000 or more and an estimated useful life in excess of one year. Such assets are recorded at
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value
at the date of donation. The costs of normal maintenance and repairs that do not enhance functionality or
materially extend the life of an asset are not capitalized.

As permitted by GASB Statement No. 34, general government infrastructure assets (streets, bridges,
sidewalks) acquired prior to 2003 were capitalized retroactively to 1980 at estimated historical cost during

2007. Infrastructure acquired prior to 1980 is not recorded.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Buildings 40 years
Office furniture, fixtures, equipment 5—-10 years
Transportation equipment 5 years
Emergency services equipment 5-10 years
Infrastructure 10 —40 years

Fully depreciated capital assets are included in the capital assets accounts until their disposal.
J.  Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position that
applies to future periods and so will not be recognized as an outflow of resources (expense/expenditure) until
then. The County has three items that qualify for reporting in this category, which are the deferred charge on
refunding (reported in the government-wide statement of net position) and the pension plan contributions and
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pension plan — other (reported in both the government-wide statement of net position and the proprietary
funds statement of net position). A deferred charge on refunding results from the difference in the carrying
value of refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter of
the life of the refunded or refunding debt.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition of net
position that applies to future periods and so will not be recognized as an inflow of resources (revenue) until
that time. The County has five items that qualify for reporting in this category, which are the unavailable
revenue — property taxes, unavailable/unearned revenue — fees/grants, and unavailable revenue — special
assessments reported in the governmental funds balance sheet, the unearned revenue — grants reported in the
government-wide statement of net position, and the pension plan — other reported in both the government-
wide statement of net position and the proprietary funds statement of net position.

K. Compensated Absences

Under terms of the County’s personnel policy, County employees are granted vacation and sick leave in
varying amounts. However, no liability is recorded for non-vesting rights to receive sick pay benefits. All
vested or accumulated vacation leave is accrued when incurred in the government-wide and proprietary fund
financial statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements, and are expected to be liquidated
with expendable financial resources.

L. Long-Term Obligations

In the government-wide financial statements and for proprietary fund types in the fund financial statements,
long-term obligations are reported as liabilities in the applicable governmental or business-type activities
statement of net position. Bond premiums and discounts are deferred and amortized over the life of the bonds
using the straight-line method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are expensed in all statements as incurred.

In the governmental fund financial statements, general long-term obligations are not reported as liabilities
because they do not require the use of current resources. Governmental fund types recognize bond premiums
and discounts during the current period. The face amount of the debt issued is reported as other financing
sources while discounts on debt issuance are reported as other financing uses. Principal repayments are
reported as debt service expenditures.

M. Equity
In the governmental fund financial statements, equity is displayed in five components as follows:

Nonspendable — This consists of amounts that are not in a spendable form or are legally or
contractually required to be maintained intact.

Restricted — This consists of amounts that are constrained to specific purposes by their providers,
through constitutional or contractual provisions or by enabling legislation.

Committed — This consists of amounts that can be used only for the specific purposes determined
by a formal action of the government’s highest level of decision-making authority (the County
Commission) by the end of the fiscal year. The County Commission can, by adoption of an
ordinance prior to the end of the fiscal year, commit fund balance. Once adopted, the limitation
imposed by the ordinance remains in place until a similar action is taken to remove or revise the
limitation.
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Assigned — This consists of amounts that are intended to be used by the government for specific
purposes but do not meet the criteria to be classified as restricted or committed. The County
Commission can assign fund balance; however, an additional formal action does not have to be
taken for the removal of the assignment.

Unassigned — This consists of amounts that are available for any purpose and can only be
reported in the General Fund.

In the government-wide and proprietary fund financial statements, equity is displayed in three components as
follows:

Net investment in capital assets — This consists of capital assets, net of accumulated depreciation, less
the outstanding balances of any bonds, notes, or other borrowings that are attributable to the
acquisition, construction, or improvements of those assets.

Restricted — This consists of amounts that are legally restricted by outside parties or by law through
constitutional provisions or enabling legislation.

Unrestricted — This consists of amounts that do not meet the definition of “net investment in capital
assets” or “restricted”.

N. Emergency Medical Services

Charges for services in the Emergency Medical Services Fund are reported net of contractual adjustments.
Generally, services provided to Medicare and Medicaid eligible individuals results in contractual adjustments,
which are known by the County at the time of billing. Such adjustments were $4,674,481 for the year ended
December 31, 2021.

O. Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the basic financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. The most significant estimates used by management are the allowance for uncollectible
receivable balances; the useful lives of property equipment, and infrastructure; the cost of certain
infrastructure and other capital assets; the incurred but not reported claims; and the net pension asset and
liability (and the related deferred outflows and inflows of resources).

P. Pensions

For purposes of measuring the net pension asset, 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 County
Employees’ Retirement Fund (CERF) and additions to/deductions from LAGERS’ and CERF’s fiduciary net
position have been determined on the same basis as they are reported by LAGERS and CERF. 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.
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2. LEGAL COMPLIANCE - BUDGET

The County budget process is governed by the Revised Statutes of Missouri (RSMo) 50.525-50.641. The
County is a first-class non-charter county where the County Auditor serves as Budget Officer. The following
provides an overview of the budget process and a timetable of dates:

(1) On or before September 1%, County agencies and department heads submit budget requests to the
County Auditor.

(2) During September and October, the County Auditor reviews budget requests and schedules work
sessions with elected officials and department directors as necessary.

(3) Prior to November 15%, the County Auditor submits to the County Commission a proposed operating
budget for the fiscal period commencing the following January 1% based on budgets submitted by
agencies and department heads. The operating budget includes proposed expenditures and the means
of financing them.

(4) The County Commission may add to, subtract from or change appropriations. During November and
December, public hearings are conducted to obtain taxpayer comments on the original proposed
budget and subsequent revisions.

(5) No later than January 10th, the budget is legally adopted by the County Commission through majority
approval. However, in the year any commissioner’s new term of office begins, the statutory deadline
is January 31.

RSMo 50.540 and 50.550 require all department, offices, institutions, commissions, or courts receiving its
revenues in whole or in part from the County, except for collection fees on delinquent taxes per RSMo
56.312, to prepare budgets of their anticipated receipts and disbursements.

The reported budgetary data represents the final approved budget after amendments as adopted by the County
Commissioners. The budget was amended during the year.

3. CASH AND INVESTMENTS
Cash

The County’s investment policies are governed by County Commission Order, state statutes, and management
policies. Missouri State Statutes authorize the County to deposit funds in open accounts, U.S. Treasury
securities, U.S. Agency securities, repurchase agreements, collateralized certificates of deposit, banker’s
acceptances, and commercial paper.

Collateral is required for demand deposits and certificates of deposit. Custodial credit risk is the risk that in
event of a bank failure, the government’s deposits may not be returned to it. Statutes require the collateral
pledged must have a fair market value equal to 100% of the funds on deposit, less insured amounts.
Obligations that may be pledged as collateral are of the same type in which the County may invest.

The County’s deposits are categorized to give an indication of the level of custodial risk assumed by the
County as of December 31, 2021.
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Deposits, categorized by level of custodial risk, were as follows as of December 31, 2021:

Bank balance
Insured by the FDIC $ 259,355
Collateralized with securities pledged by the
the financial institution 72,844,655

§ 73,104,010

A reconciliation of cash and cash equivalents as shown in the financial statements is as follows:

Carrying value
Government-wide statement of net position:

Unrestricted $ 56,533,069
Restricted 70,794
Fiduciary funds statement of net position 25,633,540
$ 82,237,403

Cash and cash equivalents of $70,794 are restricted in the Neighborhood Sinking Fund for bond requirements.
Investments

The County had the following investments as of December 31, 2021:

Investment Maturities (in years) Fair Carrying
Less than 1 1-5 Over 5 Value Value
Unrestricted:
U.S. Treasury Notes $ 50,692,361 $ -3 - $ 50,692,361 $ 50,692,361
Restricted:
Federated Treasury Obligations
Money Market Funds 75,032 - - 75,032 75,032
$ 50,767,393 $ - 3 - $ 50,767,393  $ 50,767,393

Of the U.S. treasury notes, $1,992,638 is recorded in the internal service fund and $48,699,723 is recorded in the
fiduciary funds.

The federated treasury obligations money market funds are recorded in the Capital Improvement Fund and are
restricted for bond requirements.

Interest rate risk — Interest rate risk is the risk that the fair values of investments will be adversely affected by
a change in interest rates. The County does not have a formal interest rate risk policy.

Credit risk — Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. Credit risk is measured using credit quality ratings of investments in debt securities as described
by nationally recognized rating agencies such as Standard & Poor’s and Moody’s. State statutes authorize the
County to invest in U.S. treasury securities, U.S. agency securities, repurchase agreements, collateralized
certificates of deposit, banker’s acceptances, and commercial paper. However, the County’s investment
policy precludes the County from investing in banker’s acceptances and commercial paper. The money
market funds are invested primarily in a portfolio of U.S. treasury securities maturing in 397 days or less.
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Concentration of credit risk — Concentration of credit risk is the risk of loss attributed to the magnitude of
investment in a single issuer. The County’s investment policy places limits on the amount the County may be
invest in any one issuer. All of the County’s investments are held in money market funds and U.S. treasury
securities.

Custodial credit risk — For an investment, this is the risk that in the event of the failure of the counterparty, the
County will not be able to recover the value of its investment or collateral securities that are in possession of

an outside party. The County does not have any custodial risk in investments.

Fair Value Measurements

For assets and liabilities required to be reported at fair value, U.S. generally accepted accounting principles
prescribes a framework for measuring fair value and financial statement disclosures about fair value
measurements. A fair value hierarchy has been established that distinguishes between market participant
assumptions based on market data obtained from sources independent of the reporting entity (observable
inputs that are classified within Levels 1 and 2 of the hierarchy) and the reporting entity’s own assumptions
about market participant assumptions (unobservable inputs classified within Level 3 of the hierarchy).

The fair value hierarchy as prescribed by U.S. generally accepted accounting principles is as follows:

Level 1 Valuation is based upon quoted prices (unadjusted) in active markets for identical assets or
liabilities that the County has the ability to access.

Level 2 Valuation is based upon quoted prices for similar assets and liabilities in active markets, as
well as inputs that are observable for the asset or liability (other than quoted prices), such as
interest rates, foreign exchange rates, and yield curves that are observable at commonly
quoted intervals.

Level 3 Valuation is generated from model-based techniques that use at least one significant
assumption based on unobservable inputs for the asset or liability, which are typically based
on an entity’s own assumptions, as there is little, if any, related market activity.

In instances where the determination of the fair value measurement is based on inputs from different levels of
the fair value hierarchy, the level in the fair value hierarchy within which the entire fair value measurement
falls is based on the lowest level input that is significant to the fair value measurement in its entirety. The
County’s assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the asset or liability.

The County’s assets and liabilities measured at fair value on a recurring basis as of December 31, 2021,
aggregated by the level in the fair value hierarchy within which those measurements fall, are as follows:

Total Level 1 Level 2 Level 3
U.S. Treasury Notes $ 50,692,361  $ - $50,692361 §
Federated Treasury Obligations
Money Market Funds 75,032 75,032 -

§ 50,767,393  § 75,032 $ 50,692,361  §

Level 1 classifications above consist of money market funds that are valued at the daily closing price as
reported by the fund. These funds are primarily invested in U.S. treasuries and other governmental securities.

Level 2 classifications above consist of U.S. treasuries that are valued based on third party pricing services for
identical or similar assets.
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No investments are classified as Level 3 above.

4. PROPERTY TAXES

The County’s property tax is levied by the County on September 1 based on the assessed value of all real and
personal property located in the County and appropriate taxing districts as of the prior January 1, the lien date.
Taxes are billed by November 1 and are considered delinquent after December 31. Assessed values are
established by the County Assessor, and any appeals are reviewed by the Board of Equalization.

Property tax revenue is recognized independent of receivable recognition. A receivable is recognizable as of
the lien date when the County has an enforceable legal claim while revenue is recognized in the period for
which the taxes are levied on the government-wide statements. Taxes expected to be received later than 60
days after the close of the fiscal year are classified as unearned revenue within the governmental fund
financial statements because they do not meet the criteria of being available as described in Note 1.

Property taxes levied in the current fiscal year are recognized as receivable as of that fiscal year end because
they meet the recognition criteria. In addition, property taxes levied in the current fiscal year are also
recognized as revenue on the government-wide statements in that year because the levies, as approved by the
County Commission, are also for the current fiscal year.

The County is permitted by the Missouri State Constitution to levy taxes up to $0.50 per $100 of assessed
valuation for general governmental services.

The County’s assessed valuations and tax levies per $100 assessed valuation of those properties for the 2021
calendar year are as follows:

Assessed valuation:

Real estate $ 1,134,124,750
Personal property 322,514,131
Railroad and utilities 73,838,125

$ 1,530,477,006

In addition to the tax levies described below, various independent taxing districts within the County,
including school, library, fire, special road and levee districts, levy a tax which is collected by the County
Collector. The property tax collections resulting from these levies are disbursed by the County Collector to
the appropriate taxing districts. These amounts collected but not yet disbursed are included in the custodial
funds.

Tax rates per $100 assessed valuation:

General Fund $ 0.0619
Road and Bridge Fund 0.2779
Library Fund 0.2000
Cole County Special Services (Senate Bill 40) 0.0927
State of Missouri (certain pension funds) 0.0300

$ 0.6625
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