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BRUCE D. CULLEY C.P.A,,P.C.
3000 Brooktree Lane, Suite 210
Gladstone, MO, 64119
816-453-1040 Fax: 816-453-0721

Independent Auditor’s Report

Honorable Mayor and Board of Aldermen
City of Kearney, Missouri

I have audited the basic financial statements of the City of Keamey, Missouri, as of and for
the year ended March 31, 2009, as listed in the accompanying table of contents. These basic
financial statements are the responsibility of the City of Kearney, Missouri’s management.
My responsibility is to express an opinion on these basic financial statements based on my
andit.

I conducted my 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 I plan and perform the audit io obtain reasonable assurance about whether the
basic financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. I believe that my audit provides a reasonable basis for my opinion.

As described in Note 1, the basic financial statements for the Government Activities were
prepared on a modified cash basis of accounting, which is a comprehensive basis of

accounting other than accounting principles generally accepted in the United States of
America.

For the year ended March 31, 2009, the City converted its only business activity, the Water
and Sewer Fund to the accrual method of accounting as described in Note 1. The change to
the accrual method of accounting is a change acceptable under accounting principles
generally accepted in the United States of America.

In my opinion, the financial statements referred to above for the proprietary fund (Water and
Sewer) present fairly, in all material respects, the respective financial position of the business
activities of the City as of March 31, 2009, and the respective changes in financial position
and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.



In my opinion, the Government Fund statements referred to above present fairly, in all
material respects, the City’s assets, liabilities, net assets/fund equity and revenues and
expenditures/expenses arising from modified cash basis transactions as of and for the year
ended March 31, 2009, on the modified cash basis of accounting described in Note 1, which
is a comprehensive basis of accounting other than accounting principles generally accepted in
the United States of America.

My audit was made for the purpose of forming an opinion on the basic financial statements
talen as a whole. The other supplementary information as listed in the accompanying table
of contents is presented for purposes of additional analysis and is not a required part of the
basic financial statements of the City of Kearney, Missouri. Such information has been
subjected to the audit procedures applied in the audit of the basic financial statements and, in
my opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole on the modified cash basis of accounting as described in Note 1.

The required supplementary information, as listed in the accompanying table of contents,
including Management’s Discussion and Analysis and the General Fund Budgetary
Comparison Schedule and Notes, is not a required part of the basic financial statements, but
is supplementary information required by the Governmental Accounting Standards Board. 1
have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, 1 did not audit the information and do not express an opinion on it.

e
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Bruce Culley
Certified Public Accountant

Gladstone, Missouri
October 1, 2009



MANAGEMENT’S DISCUSSION AND ANALYSIS

An objective and easily readable analysis of the City’s financial activities. The
Management’s Discussion and Analysis presents an analytical overview of both short-term
and long-term financial information.



CITY OF KEARNEY, MISSOURI
Kearney, Missouri 64150

Management’s Discussion and Analysis

Our discussion and analysis of the City of Kearney’s financial performance provides an
overview of the City’s financial activities for the fiscal year ended March 31, 2009. Please
read it in conjunction with the City’s financial statements that begin on Page 16.

FINANCIAL HIGHLIGHTS

o The overall net assets of Government Activities of the City increased by $737,671.
This was down from last year when net assets increased $1,117,854.

» The Water and Sewer Fund showed an increase in net assets of $72,932, even though
costs increased.

e The City continued to pay down debt on general obligation bonds, revenue bonds,
and capital lease obligations. The overall reduction in debt was $801,986.

e The only new debt issued by the City was in connection with borrowing on tax
anticipation notes in the amount of $75,000 of which $25,000 was paid back by year
end.

USING THIS ANNUAL REPORT

This annual report is presented in a format consistent with the presentation requirements of
the Governmental Accounting Standards Board (GASB) Statement No. 34. GASB Statement
34 implements a new model of financial reporting for state and local governments designed
to enhance the usefulness of the City’s annual report. City management has elected to
implement the new model financial statement format and content using the City’s modified
cash basis of accounting.

GASB Statement No. 34 provides for a phased in implementation of the financial reporting
model. Under the phased in approach, additional time has been provided for recording
infrastructure assets. Infrastructure assets include streets, sidewalks, curbs and streetlights
owned by the City. Smaller cities do not have to record retroactively infrastructure assets
purchased prior to 2004. The City may elect not to record these infrastructure assets.



Report Components

This annual report consists of five parts as follows:

Government-wide Financial Statements: The Statement of Net Assets and the Statement of
Activities (on pages 16 and 17) provide information about the activities of the City
government-wide statements (or “as a whole™) and present a longer-term view of the City’s
finances.

Fund Financial Statements: Fund financial statements {on page 18 through 20) focus on the
individual parts of the City government. Fund financial statements also report the City’s
operations in more detail that the government-wide statements by providing information
about the City’s most significant (“major™) funds. For governmental activities, these
statements tell how these services were financed in the short term as well as what remains for
future spending.

Fiduciary Fund Statements: The fiduciary fund financial statements show the activities
connected with the Tax Increment Financing Commission, Kearney Road District and the
Community Improvement District (on pages 21 and 22). During the year two new fiduciary
funds were added for the Kearney Road District and the Community Road District. The
Kearney Road District receives funds from the county and reimburses the City for road
district improvements. The Community Improvement District includes an area of the City
for which special sales taxes are received and spent in that district. The City acts as the
paying agent for these funds.

Proprietary Fund Financial Statements: The proprietary fund financial statements show how
the Water and Sewer Fund performed during the year (on page 23 to 25).

Notes to Basic Financial Statements: The notes to the financial statements are an integral
part of the government-wide and fund financial statements and provide expanded explanation
and detail regarding the information reported in the statements.

Required Supplementary Information: The Budgetary Accounting Discussion (starting on
page 51) and the General Fund Budgetary Comparison Schedules represent financial
information required to be presented by GASB. Such information provides users of this
report with additional data that supplements the government-wide statements, fund financial
statements, and notes (referred to as “the basic financial statements™). These reports show
general comparisons of actual to budget for various funds.

Figure A-1 summarizes the major features of the City’s financial statements, including the
portion of the City government they cover and the types of information they contain. The
remainder of this overview section of management’s discussion and analysis explains the
structure and contents of each of the financial statements.
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Basis of Accounting

Govermmnent Activities

The City has elected to present the Government Activities financial statements on a modified
cash basis of accounting. This modified cash basis of accounting is a basis of accounting
other than accounting principles generally accepted in the United States of America. Basis of
accounting is a reference to when financial events are recorded, such as the timing for
recognizing revenues, expenses and their related assets and liabilities. Under the City’s
modified cash basis of accounting, revenues and expenses and related assets and liabilities
are recorded when they result from cash transactions, except for the recording of depreciation
expense on capital assets in the government-wide financial statements for all activities.

As a result of the use of this modified cash basis of accounting, certain assets and their
related revenues and certain liabilities and their related expenses are not recorded in these
financial statements. Therefore, when reviewing the financial information and discussion
within this annual report, the reader should keep in mind the limitations resulting from the
use of the modified cash basis of accounting.

Business Type Activities — Waler and Sewer Fund

The City uses the accrual method of accounting for the Water and Sewer Fund. The accrual
method of accounting is in accordance with the accounting principles generally accepted in
the United States of America. Under the accrual method of accounting revenue is recorded
when earned and expenses when incurred.



Reporting the City as a Whole

The City’s Reporting Entity Presentation

This annual report includes all activities for which the Kearney Board of Aldermen is fiscally
responsible.

The primary government includes the City of Kearney, as there are no component units.
The Government-wide Statement of Net Assets and the Statement of Activities

The government-wide financial statements are presented on pages 16 and 17. One of the
most important questions about the City’s finances is, “Is the City as a whole better off or
worse off as a result of the year’s activities?” The Statement of Net Assets and the Statement
of Activities report information about the City as a whole and about its activities in a way
that helps answer this question. These statements include all of the City’s assets and
liabilities resulting from the use of the modified cash basis of accounting.

The Statement of Net Assets and Statement of Activities are broken down between
government activities and business type activities. The business activities include the
operations of the water and sewer plant. The Water and Sewer Fund operates as a business
since revenues are recorded from the sale of services to the City’s customers. The operating
expenses are then deducted to show the overall profit or loss. Most of the City’s basic
services are reported in the Government Activity section of the statement to include police,
fire, general administration, streets, parks and general community activities. Sales taxes,
property taxes, franchise fees, fines and other general revenue finance these activities.

These two statements report the City’s net assets and changes in them. Keeping in mind the
limitations of the modified cash basis of accounting, you can think of the City’s net assets —
the difference between assets and liabilities — as one way to measure the City’s financial
health or financial position. Over time, increases or decreases in the City’s net assets are one
indicator of whether its financial health is improving or deteriorating. You will need to
consider other non-financial factors, however, such as changes in the City’s sales tax base
and the condition of the City’s roads, to assess the overall health of the City.

The Fund Financial Statements

The fund financial statements provide more detailed information about the City’s significant
funds. Funds are groupings of related accounts that the City uses to keep track of specific
sources of funding and spending for particular purposes. The City has three kinds of funds:
government funds, proprietary funds, and fiduciary funds. Our analysis of the City’s major
funds begins on page 18 and provides detailed information about the most significant funds —
not the City as a whole.

Governmental Funds — All of the City’s basic services are reported in governmental
funds, which focus on how moeney flows into and out of those funds and the balances
left at year end that are available for spending. These funds are reported using the



acquisition of capital assets as expenditures and not as changes to asset and debt
balances. The governmental fund statements provide a detailed short-term view of
the City’s general government operations and the basic services it provides.
Governmental fund information helps you determine (through a review of changes to
fund balance) whether there are more or fewer financial resources that can be spent in
the near future to finance the City’s programs.

Proprietary Funds — The only proprietary fund operated by the City is the Water and
Sewer Fund. The City charges customers a fee for their water and sewer usage and
all the expenses from the operations of the water and sewer plant are deducted.

Fiduciary Funds — The City is trustee or fiduciary for the Tax Increment and Finance
Commission. The City collects taxes and pays the debt associated with the TIF
offerings. The City established two new agency funds during the year: Kearney
Road District and the Community Improvement District.

GOVERNMENT WIDE FINANCIAL STATEMENTS

The net assets of the City increased $810,603 from $11,148,497 to $11,959,100. The
increase comes from the change in net assets as recorded in the Statement of Activities and
flows through the Statement of Net Assets. Program expenses are recorded by classification,
general revenue, by major source.

The City’s combined net assets for the fiscal year ended March 31, 2009, are summarized as
follows:
Government  Business

Activities Activities Total

Cash and Cash Equivalents $ 4,903,816 § 1,365,177 $6,268,993
Accounts Receivable - 120,285 120,285
Capital Assets 9.306,910 8.962.998 _18.269.908

Total Assets 14,210,726 10,448,460 24,659,186
Accounts Payable - 59,161 59,161
Long Term Liabilities Qutstanding 8,334,000 3,416,175 11,750,175
Other Liabilities 600,750 290.000 890,750

Total Liabilities 8,934,750 3,765,336 12,700,086
Net Assets

Invested in Capital Assets,

Net of Related Debt 377,160 5,256,823 5,633,983
Restricted 2,649,793 - 2,649,793
Unrestricted 2.249.023 1,426,301 3.675.324

Total Net Assets § 5275976 §$ 6.683.124 $11.959,100

The City’s net assets from governmental activities increased $737,671 compared to an
increase of $1,117,853 in 2008. The major reason for the increase in net assets was due to
the increase in capital related projects. These major expenditures are shown in the
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Government Fund Statements as expenses. The net assets from business activities (Water and
Sewer Fund) increased by $72,932 compared to $18,620 in 2008.

The cost of all government activities this year was $4,736,786. However, as shown in the
Statement of Activities, the amount that the taxpayers ultimately financed for these activities
was $4,233,444 because $503,342 in costs was paid by those who directly benefited from the
program or from fines. Overall, the City’s government program revenues totaled $4,971,115.

FUND FINANCIAL STATEMENTS

Balance Sheet — Government Funds

The only asset represented in the Government Fund Balance Sheet is cash. Cash and cash
equivalents consist of checking accounts, savings accounts and certificates of deposit.
Certain cash accounts are restricted for defined purposes. Cash and cash equivalents can be
broken down as follows:

2009 2008

Unrestricted cash and cash equivalents $1,595,813 $2.102,380
Restricted cash and cash equivalents 3.308.003 2.847.919

Total $4.903.816 §$4.950,.299

The fund balance decreased by less than 1 percent.

Fund Balance, March 31 $4,950,299 $ 4,833,632
Net Change in Fund Balance (46.483) 116,667
Fund Balance, March 31 $4.903.816 §$4.950,299

Government Fund Analysis: Revenue and Expenditures

The most important fund is the General Fund, which shows the major operations of the City.
The General Fund showed a surplus of $178,877 for the year. The Special Revenue Fund
showed a deficit of $27,236, because funds were transferred to other funds from the sales tax
revenue plus a portion of the fund balance carried over from prior years. The Special
Revenue fund receives sales tax and transfers the money to other funds. The Debt Service
Fund showed a surplus of $9,463 after transfers. The Capital Project Fund showed a deficit
of $207,587. The following is a comparison of the operating deficits and surpluses for 2009
and 2009:

2009 2008
General Fund § 178,877  $(215,686)
Special Revenue § (27,236) § (91,564)
Debt Service $ 9463 § 32227
Capital Projects $(207,587) § 391,690

11



Proprietary Fund — Water and Sewer Fund

The City of Kearney operates a water and sewer plant, which is the City’s only Proprietary
Fund. The Water and Sewer Fund had a profit after transfers of $72,932. Net transfers of
$92,667 were made to the Water and Sewer Fund providing a net addition to the fund
balance. Depreciation, which is a non-cash charge, amounted to $270,058.

Agency Funds

Agency funds involve the money for other government entities for which the City has no
ownership. The City has had two major TIF projects since inception of the Commission.
One project is for downtown redevelopment and the other is for construction of a utility
plant. The City held TIF funds amounting to $§61,139. These funds represent tax receipts
and some interest income that are to be used to repay the debt on the TIF projects and repay
some of the developers’ cost based upon sales tax receipts. There was an overall deficit of
$1,439 from the operation of the TIF Commission. During the past few years, the TIF
Commission has been able to retire the bonds at a faster rate than originally proposed in the
amortization schedule because the receipts have exceeded the planned debt retirement.
Bonds totaling $102,000 were retired during the year. The Kearmey Road District received
taxes from the county of $152,890 and spent $151,651 on street improvements during the
year. There was an unexpended balance of $1,823 at year end. The Community
Improvement District collected taxes of $59,704 and expended $26,671 for services in the
district during the year. There was an unexpended balance at year end of $51,128. The City
is responsible for ensuring that the assets reported in these funds are used for their intended
purposes. All of the City’s fiduciary activities are reported in a separate Statement of
Fiduciary Assets and Liabilities and Statement of Revenues, Expenditures and Changes in
Liability Balance. We exclude these activities from the City’s government-wide financial
staiements because the City cannot use these assets to finance its operations.

LONG-TERM DEBT (INCLUDING CAPITAL LEASES)

At year end the City had $12,590,925 in outstanding bond and lease obligations. This
represents a decline of $801,986. More detailed information on the City’s long-term
liabilities is presented in Note 3 of the Notes to Financial Statements. State law limits the
amount of general obligation debt the City can issue to 20% (10% can be used for any
purpose and the other 10% is reserved for streets and storm water projects) of the assessed
value of all property within the City’s corporate limits. The outstanding debt subject to the
limit is $6,973,750, resulting in a legal debt margin of $19,705,850. The City has been able
to maintain property tax rates for debt financing at relatively stable levels.

12



Revenue Bonds -
Capital Lease Obligations 1.911.000 _2.096.736

Government Business

Activities Activities Total
2009 2008 2009 2008 2009 2008
General Obligation Bonds  $6,973,750 $7,305,000 § - % - $6,973,750 § 7,305,000

- 3,706,175 3,991,175 3,706,175 3,991,175
- 1.911.000 _ 2.096.736
$8.884,750 $9.401.736 $3,706,175 $3,991,175 $12,590,925 $13,392,911

1

Capital Assets and Capital Improvements

The infrastructure assets, which are part of the general fixed assets, have not been recorded if
acquired prior to March 31, 2004. Under guidelines established by the accounting profession
and because of the size of Kearney, a retroactive restatement of infrastructure assets is not
required. Major assets acquired by the City included vehicles for public works, a new sound
system for the amphitheater, a new concession building, a new roof for the police station, a
new tornado siren and new street lights. A summary of the capital assets at their gross
amount is shown below:

(Government Business
Activities Activities Total
Capital Assets 2009 2008 2009 2008 2009 2008
§ 564,419 § 553419 § 267,925 § 267,925 $832,344 § 821,344
Buildings 1,429,348 1,365,450 492206 476,696 1,921,644 1,842,146
Improvements 1,617,754 1,210,488 - 1,617,754 1,210,488

Machinery and Equipment 1,048,767 098,900 661,504 661,504 1,710,271 1,660,404
Water and Sewer Lines - - _10.813.859 _10.813.859 _10.813.859 10.813.859

$4,660,288 $4.128257 $12,235584 $12,219.984 $16.895,872 $16.348.241

Infrastructire Assets

Street Improvements $5,706,805 §5,706.805 § - ¥ - $5.706,805 $5,706,805

GOVERNMENTAL FUND BUDGETARY HIGHLIGHTS

The details of the budget comparison for the fund financial statements are shown in the
Required Supplementary Information section.

The City showed good fiscal responsibility by operating within budget guidelines.

General Fund — The actual revenue was more than budget, by $276,660. The reason for the
increase was the $300,000 of CDBG funds received that were not budgeted. The total
expenditures in the general fund were greater than the budget by $183,261 mainly because of

the acquisition of the senior center for which the grant was received.

Special Revenue — The sales tax revenue received in the Special Revenue Fund exceeded the
budget by $8,447. Expénditures and transfers were greater than the budget by $16,972.

13



Debt Service — Property tax revenue in the Debt Service Fund was more than the budget by
$4,539. Actual expenditures in the Debt Service Fund were less than the budget by $3,936.

Capital Projects — The actual revenue in the Capital Projects Fund was less than budget by
$70,311. Capital improvement expenditures were less than budget by $343,125 because
certain projects were not completed. It is anticipated that there will be more activity in this
fund in the next year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET RATES

The following factors were considered in preparing the City’s budget for the fiscal year
ended March 31, 2009,

* The overall City economy reflects many of the regional trends which included an
overall slowdown in the economy.

e Sales tax collections have leveled off, and the City cannot count on increased
collections.

e The City continues to make capital improvements to its road and park infrastructure
and to its water and sewer system to accommodate future growth.

e New residential and commercial construction has slowed considerably from previous
years and building permits are down.

» There is likely to be inflationary pressure on the budget with inflationary pressures on
costs and revenue sources flat.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the City’s finances and to demonstrate the City’s accountability for the
money it receives. If you have questions about this report or need additional financial
information, contact the City Clerk’s office, Kearney, Missouri, at (816) 628-4142.

14



BASIC FINANCIAL STATEMENTS

The basic financial statements include integrated sets of financial statements as required by
GASB. The sets of statements include:

o (Government-wide Financial Statements

+ Fund Financial Statements

- Governmental Funds
- Agency Funds

» Proprietary Funds

In addition, the notes to basic financial statements are included to provide information that is
essential to a user’s understanding of the basic financial statements.

15



CITY OF KEARNEY, MISSOURI

STATEMENT OF NET ASSETS
MARCH 31, 2009
Business-
Governmental Type
Activities Activities Total
Assets
Current Assets
Cash - Checking h 499913 § 210,452 710,365
Cash - Savings 1,095,900 527,170 1,623,070
Cash - Certificates of Deposit - 609,764 609,764
Restricted
Cash - Checking 542,133 - 542,133
Cash - Savings 2,765,870 - 2,765,870
U.S. Government Securities - 17,791 17,791
Accounts Receivable - 120,285 120,285
Total Current Assets 4,903,816 1,485,462 6,389,278
Non-current Assets
Land, Building and Equipment, Net 5,306,910 8,962,998 18,269,508
Total Non-current Assets 9,306,910 8,902,998 18,269,908
Total Assets 14,210,726 10,448,460 24,659,186
Liabilities
Current Liabilities
Accounts Payable - 59,161 59,161
Long-term Bonds Due Within the Year 363,750 290,000 653,750
Capital Leases Due Within the Year 187,000 - 187,000
Tax Anticipation Note 50,000 - 50,000
Total Current Liabilities 600,750 349,161 949,911
Long-term Liabilities
Long-term Bonds Due in More than One Year 6,610,000 3,416,175 10,026,175
Capital Leases Due in More than One Year 1,724,000 - 1,724, 000
Total Long-term Liabilities 8,334,000 3,416,175 11,750,175
Total Liabilities 8,934,750 3,765,336 12,700,086
Net Assets
Invested in Capital Assets, Net of Related Debt 377,160 5,256,823 5,633,983
Restricted
Capital Projects 2,283,385 - 2,283,385
Debt Service 366,408 - 366,408
Unrestricted 2,249 023 1,426,301 3,675,324
Total Net Assets ‘ $ 5275976 $ 6,683,124 §$ 11,959,100

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

16
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CITY OF KEARNEY, MISSOURI
BALANCE SHEET -~ MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
MARCH 31, 2009
Total
Special Debt Capital Government
General Revenue Service Projects Funds
Assets
Unrestricted
Cash - Checking $ 499912 % - 5 - % § 499912
Cash - Savings 1,095,900 - - 1,095,900
Restricted
Cash - Checking - 2,809 54,872 484,453 542,134
Cash - Savings - 655,400 311,538 1,798,932 _ 2,765.870
Total Assets £1,595,812 % 658,209 § 366,410 $2283385 %$4,903,816
Liabilities and Fund Balance
Liabilities b - 3 - 5 - 5 5 -
Fund Balance
Reserved For
Capital Projects - - - 2,283,385 2,283,385
Debt Service - - 366,410 366,410
Unreserved
Undesignated 1,595,812 658,209 - 2,254,021
Total Fund Balance 1,595,812 658,209 366,410 2,283 385 4,903,816
Total Liabilities and
Fund Balance 51,595,812 § 638,209 § 366410 $2,283,385 $4,903.816

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

Fund Balance, shown above

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

Long-term liabilities are not due and payable in the current period, and
therefore, are not reported in the current period

Net Assets of Governmental Activities

The accompanying notes are an integral part of the financial slatements.
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$4,903,816
9,306,910

(8,934,750)



Revenues
Taxes
Property Tax
Sales Tax
Motor Fuel Tax
Franchise Tax
Road and Bridge Tax
Interest an Accounts
Grants
Road District Reimbursement
Licenses, Permits, Fees, etc,
Public Safely
Trash
Lease Income
Miscellaneous

Total Revenues

Expenditures

Personnel
Contractual Services
Commodities and Supplies
Capital Expenditures
CDBG Senior Cenler
Debl Service

Principaf

Inerest and Fees
Miscellaneous

Total Expenditures

Excess (Deliciency} of Revenucs
Over {Under) Expenditures

Other Receipts and Expenditures
Transfers In
Transfers Out
Tax Anticipation Nole
Repayment

Total Other Receipts and
Expenditurcs

Net Changes in Fund Balances

Alter Transflers

Fund Balance, Beginning of Year

Fund Balance, End of Year

CITY OF KEARNEY, MISSOURI
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE — MODIFIED CASH BASIS

FOR THE YEAR ENDED MARCH 31, 2009

Total
Special Debt Capital Government

General Revenue Service Projects Funds
§ 985982 % - 5 71,564 - & 1,057,546
- 1,941,697 - - 1,941,697
207,389 - - - 207,389
620,056 - - 219,784 839,840
74,036 - - - 74,036
15,137 12,653 3,671 29,114 62,575
302,950 - - 110,000 412,950
227,651 - - - 227.651
60,134 - - 36,090 96,224
125,570 - - - 125,570
281,548 - - - 281,548
80.618 - - - 80,618
152,709 - - 21,965 174,674
3,133,780 1,954,350 77,235 416,953 5,582,318
1,809,689 - - - 1,809,689
1,630,971 6,464 - 44,104 1,681,539
103,603 - - - 105,605
94,147 - - 407,595 301,742
300,000 - - - 300,000
- - 331,250 95,000 426,250
- - 356,854 32,841 409,695
331,641 - 4,782 - 336,423
4,272,053 6,464 692,886 399,540 5,570,943
{1.138.273) 1,947,886 (615,651} (182,587) 11,375
1,726,870 - 625,114 - 2,351,984
(484,720}  (1.975,122) - - (2,459,842)
75.000 - - - 75.000
- - - (25,000} {25,000
1,317,150 (1,973,122) 625,114 {(25,000) (57,858)
178,877 (27,236) 9,463 (207,587) (46,483)
1,416,935 685,443 356,947 2,490,972 4,950,299
$ 1,595,812 % 658209 § 366410 $ 2283385 %5  4.903.816

The accompanying notes are an integral part of the financial siatements.
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CITY OF KEARNEY, MISSOURI
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2009

Net Change in Fund Balances - Total Governmental Funds § (46,483)

Governmental Funds report capital outlay as expenditures. However,
in the Government-wide Statement of Activities and Changes in Net
Assets, the cost of those assets is allocated over their estimated useful

lives as depreciation expense. The following assets were added:

Addition of Equipment 532,031

Other assets adjustment 17,599

Depreciation expense on capital assets is reported on the Government-wide
Statemnent of Activities and Changes in Net Assets, but they do not
require the use of current financial resources. Therefore, depreciation
expense is not reported as expenditures in Governmental Funds. (232,462)

Bond and lease proceeds provide current financial resources to Governmental

Funds, but issuing debt increases long-term liabilities in the Government-wide

Statement of Net Assets. Repayment of bond principal is an expenditure

in Governmental Funds, but the repayment reduces long-term liabilities

in the Government-wide Statement of Net Assets
This amount represents bond and lease principal payments. 516,986
This amount represents tax anticipation notes. (75,000)
This amount represents payments on tax anticipation notes. 25,000

Change in Net Assets of Governmental Activities $ 737.671

The accompanying notes are an integral part of the financial statements.
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CITY OF KEARNEY, MISSOURI

STATEMENT OF FIDUCIARY NET ASSETS — FIDUCIARY FUNDS

TAX INCREMENT FINANCING COMMISSION (TIF),
COMMUNITY IMPROVEMENT DISTRICT (CID),

KEARNEY ROAD DISTRICT
MARCH 31, 2009
Kearney
Road
TIF CID District Total
Assets
Cash and Investments $ 61,139 51,129 § 1,823 % 114,091
Total Assets § 61,139 31,129 §F 1,823 § 114,091
Liabilities $ 61,139 51,129 § 1,823 § 114,091
Net Assets
Held in Trust - - - -
Total Net Assets - - - -
Total Liabilities and Net Assets $ 61,139 51,129 % 1,823 § 114,091

The accompanying notes are an integral part of the financial statements.
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CITY OF KEARNEY, MISSOURI
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUND ~ TAX INCREMENT FINANCING COMMISSION (TTF),

COMMUNITY IMPROVEMENT DISTRICT (CID),
KEARNEY ROAD DISTRICT
FOR THE YEAR ENDED MARCH 31, 2009

Kearney
Road
TIF CID District Total
Revenues
Taxes $195378 § 59,704 $152,800 $407.972
Interest 677 496 584 1,757
Total Revenues 196,055 60,200 153,474 409,729
Expenditures
Debt Service
Principal 102,000 - - 102,000
Interest 51,100 - - 51,100
Reimbursement to Developer 60,584 - - 60,584
Services - 26,671 - 26,671
Street Maintenance - - 151,651 151,651
Total Expenditures 213,684 26,671 151,651 392,006
Excess (Deficiency) of Revenues
Over {Under) Expenditures (17,629) 33,529 1,823 17,723
Transfers 16,190 - - 16,190
Change in Liability $ (1439 § 33,520 & 1,823 § 33,913

The accompanying notes are an integral part of the financial statements.
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CITY OF KEARNEY, MISSOURI
STATEMENT OF NET ASSETS
WATER AND SEWER FUND
MARCH 31, 2009

Assets
Current Assets
Cash - Checking
Cash - Savings
Cash - Certificates of Deposit
U.S. Government Securities
Accounts Receivable

Total Current Assets

Non Current Assets
Land, Building and Equipment, Net

Total Non Current Assets
Total Assets

Liabilities
Current Liabilities
Accounts Payable
Long Term Bonds Due Within the Year

Total Current Liabilities

Long Term Liabilities
Long Term Bonds Due in More Than One Year
Total Long Term Liabilities
Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of the financial stalements.
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§ 210452
527,170
609,764

17,791
120,285

1,485,462

8,962,998

8,962,998

310,448,460

kY 59,161
290,000

349,161

3,416,175
3,416,175
3,765,336

6,683,124
6,683,124

$10,448,460



CITY OF KEARNEY, MISSOURI
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
WATER AND SEWER FUND
FOR THE YEAR ENDED MARCH 31, 2009

Operating Revenues
Licenses, Permits and Fees b 61,270
Water and Sewer Fees 1,617,886
Miscellaneous 13,547
Total Receipts 1,692,703
Operating Expenses
Personnel 490,339
Contractual Services 569,985
Supplies 179,347
Water Contract - Kansas City 105,910
Fees 12,066
Miscellaneous 16,262
Depreciation 271,058
Total Expenses 1,644,967
Excess (Deficiency) of Revenues Over (Under) Expenditures 47,736
Net Nonoperating Revenues and (Expenses)
Interest Income 37,479
Interest Expense (124,916)
Grant Income 320,180
Grant Expenses (300,214)
Net Nenoperating Revenues and Expenses (67,471)
Income (Loss) Before Contributions and Transfers {19,735)
Transfers In - Cash 407,235
Transfers Out - Cash {314,568)
Change in Net Assets 72,932
Net Assets, Beginning of Year 6,610,192
Net Assets, End of Year § 6,683,124

The accompanying notes are an integral part of the financial stitements.

24



CITY OF KEARNEY, MISSOURI
COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED MARCH 31, 2609

Cash Flows From Operating Activities
Revenues Collected and Operating Transfers

Over Expenditures Paid § 72,932
Depreciation 271,058
{Increase) Decrease in Accounts Receivable (11,028)
Increase {Decrease) in Accounts Payable (1,166)

Net Cash Flows Provided (Used) by Operating Activities 331,796
Cash Flows From Investing Activities
(Increase) Decrease in Investments 6,529
Water and Sewer Plant Equipment Purchases (15,600)
Net Cash Flows Provided (Used) by Investing Activities (8,071)
Cash Flows From Financing Activities
Bonds Retired (285,000)
Net Cash Flows Provided (Used) by Financing Activities (285,000)
Increase (Decrease) in Cash and Cash Equivalents 37,725
Cash and Cash Equivalents, Beginning of Year 1,309,661
Cash and Cash Equivalents, End of Year $1,347.386

The accompanying notes are an integral part of these financial statements.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
MARCH 31, 2609

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Kearney, Missouri, was incorporated in 1883 and covers an area of
approximately eight square miles in Clay County, Missouri. The City is a city of the
fourth class and operates under the Mayor - Administrator - Aldermen form of
government. The City Administrator is the chief administrative assistant to the Mayor of
the City. The City provides services to more than 8,105 (U.S. Census Estimate, July
2005) residents, including law enforcement, parks and recreation, street and storm water
maintenance, water and sewer services, community enrichment and development, and
various social services. Kearney School District No. 21, a separate governmental entity,
provides educational services.

Except for the use of a modified cash basis of accounting for Government funds, the City
complies with accounting principles generally accepted in the United States of America
(GAAP). During the current fiscal year, the City converted to the accrual method of
accounting for the Water and Sewer Fund. The accrual method of accounting is an
acceptable method of accounting under generally accepted accounting principles in the
United States. Generally accepted accounting principles (GAAP) include all relevant
Governmental Accounting Standards Board (GASB) pronouncements. In the
government-wide financial statements, Financial Accounting Standard Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, have been applied unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails. The accounting and
reporting framework and the more significant accounting policies are discussed in
subsequent subsections of this Note. For the fiscal year ended March 31, 2003, the City
implemented the new financial reporting requirements of GASB Statement No. 34, Basic
Financial Statements and Management’s Discussion and Analysis — for State and Local
Governments with the exception of the retroactive reporting of infrastructure assets.
Newly acquired infrastructure assets since March 31, 2004, have been capitalized as part
of the City’s assets. GASB provided that smaller cities do not have to implement
retroactive reporting of infrastructure assets that the City owned prior to March 31, 2004.
The proper costing of these assets is a complex task, and the City of Keamey has elected
to delay the reporting of these infrastructure assets until a later date. The City may, at
some paint in the future, record infrastructure assets acquired prior to March 31, 2004.

Financial Reporting Entity
The City’s financial reporting entity is comprised of the following;

Primary Government: City of Kearney, Missouri



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ CONTINUED

Basis of Presentation

Govermnental-wide Financial Statements

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

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds, each of which
is considered to be separate accounting entities. Each fund is accounted for by providing
a separate set of self-balancing accounts, which constitute its assets, liabilities, fund
equity, revenues, and expenditures/expenses. Funds are organized into two major
categories: governmental and fiduciary funds. An emphasis is placed on major funds
within the governmental category. A fund is considered major if it is the primary
operating fund of the City or meets the following criteria:

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

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual
governmential fund or enterprise fund are at least 5% of the corresponding
total for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:
Governmental Funds

General Fund

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



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Agency Funds

Agency funds account for assets held by the City in a purely custodial capacity. The
reporting entity includes three agency funds. Since agency funds are custodial in nature,
(i.e., assets equal liabilities) they do not involve the measurement of results of operations.
The agency fund is as follows:

TIF Receipts and disbursements associated with the Tax
Increment and Financing Commission.

Kearney Road District  Funds are received from the county and disbursed by the
Kearney Road District for road improvements in the
District. The Road District contracts with the City of
Kearney for street maintenance projects.

Community Improvement
District Funds are received and disbursed in a geographic area

designated for improvements.

Capital Project Funds

Capital project funds are used to account for resources restricted for the acquisition or
construction of specific capital projects or items. The reporting entity includes the
following capital project fund:

Capital Improvements ~ Accounts for contributions and specific transfers from the
General Fund and expenditures for various capital projects
as the City Council may designate. This fund is classified
as a major fund.

Special Revenue The Special Revenue Fund of the City receives sales tax for
special purposes (Debt Service, General Fund and the
Water and Sewer Fund) and then transfers these funds for
their designated purposes.



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009
NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Proprietary Funds

Enterprise Fund

Enterprise funds are used to account for business-like activities provided to the general
public. These activities are financed primarily by user charges and the measurement of
financial activity focuses on net income measurement similar to the private sector. The
reporting entity includes the following enterprise fund:

Water and Sewer Accounts for the activities of the public trust in providing
water, wastewater and sanitation services to the public.
This fund is classified as a major fund.

Major and Nonmajor Funds

The funds are classified as major or nonmajor as follows:

Major Funds Nonmajor Funds
General Fund Agency Funds
Capital Project Fund:

Capital Improvements
Special Revenue
Debt Service

Water and Sewer

Measurement Focus

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

In the government-wide Statement of Net Assets and the Statement of Activities
governmental activities are presented using the economic resources measurement focus
as defined below. In the fund financial statements, the “current financial resources”
measurement focus or the “economic resources” measurement focus is used as
appropriate:

30



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Measurement Focus - Continued

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

Basis of Accounting

Govermnent Funds

In the government-wide Statement of Net Assets, Statement of Activities and the fund
financial statements, governmental activities are presented using a modified cash basis of
accounting. This basis recognizes assets, liabilities, net assets/fund equity, revenues and
expenditures/expenses when they result from cash transactions with a provision for
depreciation in the government-wide statements. This basis is a comprehensive basis of

accounting other than accounting principles generally accepted in the United States of
America.

If the City utilized the basis of accounting recognized as generally accepted, the fund
financial statements for governmental funds would use the modified accrual basis of
accounting. All government-wide financials would be presented on the accrual basis of
accounting,

Business Activities — Water and Sewer Fund

Accrual Basis - Revenue is recognized when eamned or billed to the customer. Expenses
(including depreciation and amortization) are recorded when the liability was incurred or
economic asset used. Revenues, expenses, gains, losses, assets and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange took
place.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
ASSETS, LIABILITIES AND EQUITY

Cash and Cash Equivalents

For the purpose of financial reporting, “cash and cash equivalents™ includes all demand
and savings accounts, and certificates of deposit or short-term investments with an
original maturity of one year or less.

Investments — Government Securities

Investments classified in the financial statements consist entirely of government
securities. Investments are carried at the market value at year end and are held in escrow
connected with debt service accounts.

Accounis Receivable

As a result of the use of the modified cash basis of accounting, accounts receivable and
other revenue related receivables are not reported in the financial statements for
government activities but are recognized as assets in the Water and Sewer Fund because
of the accrual method of accounting.

Capital Assets

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

In accordance with GASB Statement No. 34, the City has reported all capital assets
including infrastructure in the Government-wide Statement of Net Assets. The City
elected to use the “modified approach” as defined by GASB Statement No., 34 for
infrastructure reporting these assets. Infrastructure assets include streets, bridges, storm
water system, fire hydrants, street lighting and a portion of the indirect costs of the water-
sewer system. The only infrastructure assets recorded since GASB Statement No. 34°s
implementation effective April 1, 2004, was for Highway 33 improvements. All other
capital assets were reported using the basic approach whereby accumulated depreciation
and depreciation expense have been recorded. The following table presents summary
information on the useful lives of all capital assets.



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

[

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Capital Assets - Continued

Buildings 40-50 years
Improvements Other than Buildings  10-25 years
Machinery, Furniture and Equipment 3-20 years

Utility Property and Improvements ~ 10-50 years

The City has elected to delay the implementation of the retroactive reporting of
infrastructure as provided by GASB No. 34. Because of the City’s size, retroactive
reporting of infrastructure assets is not required. The City may decide to implement
retroactive reporting of these assets, but at this point, because of the systems required
implementation is being delayed. Each of the assets that are part of the infrastructure is
rated. The City’s policy will be to maintain all infrastructure assets at a classification of
“Good” or better condition. Accordingly depreciation is not reported for infrastructure
assets and all expenditures except for betterments and major improvements made to a
subsystem are expensed. The only infrastructure asset acquired since implementation is
for Highway 33 improvements.

EQUITY CLASSIFICATIONS
Government-wide Statements
Equity is classified as net assets and displayed in three components:

a. Restricted capital assets - net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction or improvements of those assets.

b. Restricted net assets — Consist of net assets with constraints placed on the use
either by 1) external groups such as creditors, grantors, contributors or laws and
regulations of other governments, or 2) law through constitutional provisions or

enabling legislation.

c. Unrestricted net assets — All other net assets that do not meet the definition of
“restricted™ or “invested in capital assets, net of related debt”.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009
NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Fund Financial Statements
Governmental fund equity is classified as fund balance.
REVENUE, EXPENDITURES AND EXPENSES
Sales Tax
The City presently levies a 1.0 % sales tax on taxable sales within the City for general
fund purposes. An additional sales tax is collected for transportation (1/2%) and capital
improvements (1/2%). The sales tax is collected by the State of Missouri and remitted to

the City in the month following receipt by the State. The sales tax received is to be
recorded as sales tax revenue within the general government funds.

Property Tax

The City levies and collects property taxes as outlined in Note 8.

Program Revenues

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

General Government Licenses and Permits

Public Safety Fine Revenue

Streets and Public Works Commercial vehicle and gasoline excise tax shared by the
State.

Parks and Recreation Rental income, recreation fees, concession sales and

specific donations.

All other governmental revenues are reported as general. All taxes are classified as
general revenue even if restricted for a specific purpose.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Operating Revenue and Expenses

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

Expenditures/Expenses
In the government-wide financial statements, expenses are reported on the cash basis and
are classified by department for government funds. For business type activities, the
expenses are recorded when they have been incurred and have become a direct obligation
of the City.
In the fund financial statements, expenditures are classified as follows:
Governmental Funds Current
Capital Outlay
Debt Service
Proprietary Fund Operating and Nonoperating

Use of Estimates

The preparation of financial statements in conformity with the other comprehensive basis
of accounting used by the City requires management to make estimates and assumptions
that affect certain reported amounts and disclosures (such as estimated useful lives in
determining depreciation expense); accordingly, actual results could differ from those
estimates.

NOTE 2 - COMMITMENTS
Insurance
The City is exposed to various risks of loss related to torts, theft of, damage to, or

destruction of assets; errors and omissions; injuries to employees; employee’s health and
life; and natural disasters.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 2 - COMMITMENTS - CONTINUED

The City manages these various risks of loss as follows:

Risk of Loss
Type of Loss Method Managed Retained
a. Torts, errors and omissions Purchased commercial insurance None
health and life
b. Workers Compensation: Purchased commercial insurance None
Employee injuries
c. Physical property lossand  Purchased commercial insurance None

natural disasters

Management believes such coverage is sufficient to preclude any significant uninsured
losses to the City. Settled claims have not exceeded this insurance coverage in any of the
past three fiscal years.

NOTE 3 - LONG-TERM DEBT

The City’s long-term debt arising from cash transactions is segregated between the
amounts to be repaid from governmental activities and the amounts to be repaid from
business-type activities.

The following is a summary of bond transactions for the year ended March 31, 2009:

General Revenue
Obligation Bonds Bonds Total

Bonds Payable, March 31, 2008 $7,305,000 $3,991,175 $11,296,175
Bonds Issued - - -
Bonds Retired — Regular (331.250) (285.000) (616.250)
Bonds Payable, March 31, 2009 $6.973,750 $3.706.175 §$10.679.925
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009

NOTE 3 - LONG-TERM DEBT - CONTINUED

General Obligation Bonds payable at March 31, 2009, consist of:

General Obligation Bonds, Series 1997, for the purpose of
constructing and equipping a sewerage treatment
plant due in varying installments through January 1,

2017, at interest ranging from 3.9% to 5.125% per annum $ 298,750

General Obligation Bonds, Series 2001, due in varying

installments through 2011 675,000

General Obligation Bonds, Series 2006 due in varying

installments through 2021 6.000.000
Total General Obligation Bonds $ 6,973.750

Combined Waterworks and Sewerage System
Bonds, series 1997 due in varying installments
through March 31, 2016 $ 1587285

Combined Waterworks and Sewerage
System Revenue Bonds, due in varying installments
from January 1, 1996, to January 1, 2016, at

interest rates varying from 3.6% to 5.9% 470,000
Water and Pollution Control Bonds due in varying
installments through 2022 2,117,890
Waterworks and Sewerage System Refunding Revenue
Bonds, Series 2004 960.000
Total Revenue Bonds $3.706.175
Total Bonds Payable $10.679.925
Principal Interest
2010 $ - $ 248,982
2011 - 248,982
2012 420,000 248,982
2013 450,000 231,656
2014 490,000 213,098
2015~ 2021 4.640.000 850.606

$6,000.000 $2.042.306
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General Obligation Series 1997 Bonds

Due

March 1 Principal Interest
2010 $ 38,750 $ 19419
2011 40,000 17,119
2012 — 2021 220,000 54,581

$ 298.750 § 91.119
2001 General Obligation Bonds

Due

March 1 Principal Interest
2010 $ 325,000 $ 336,280
2011 350.000 322.875

$ 675,000 b 659,155

1996 Waterworks and Sewerage System Refunding and Improvement Bonds

Due

November 1 Principal Interest
2010 $ 95,000 $ 5,130
2011 63.285 3.420

$ 158,285 by 8.550

1996 Combined Waterworks and Sewerage System Revenue Bonds (SRF)

Due
January 1 Principal Interest

2010 $ 55,000 $ 27,537
2011 60,000 24,485
2012 65,000 20,945
2013 65,000 17,110
2014 70,000 13,275
2015-2016 155.000 13.865

$_470.000 b 117217
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NOTE 3 - LONG-TERM DEBT — CONTINUED

Series 2001 Water and Pollution Control State Revolving Loan Revenue Bonds (SRF)

Due

July 1 Principal Interest
2010 $ 105,000 $ 105,938
2011 110,000 100,294
2012 115,000 95,106
2013 125,000 89,447
2014 130,000 82,593
2015 -2022 1,532.890 376,569

$2.117.890 3 849.947

2004 Waterworks and Sewerage System Refunding Revenue Bonds

Due

November 1 Principal Interest
2010 $ 35,000 $ 34,835
2011 140,000 33,820
2012 145,000 29,480
2013 150,000 24,695
2014 160,000 20,340
2015-2016 330,000 19.370

$_960.000 $ 162,540

NOTE 4 - LEASE COMMITMENTS
The following is a summary of lease transactions for the year ended March 31, 2009:

General
Obligation Bonds
Capital Lease Obligations Payable,

March 31, 2008 $2,096,736
New Capital Lease -
Capital Lease Retired through Refinancing -
Capital Lease Obligation Retired (185.736)

Capital Lease Obligations Payable,
March 31, 2009 $1.911.000
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NOTE 4 -~ LEASE COMMITMENTS — CONTINUED

Downtown Improvement [ease/Purchase
During fiscal 2005 the City entered into a lease-purchase agreement with a local bank for
the acquisition of certain downtown property. The lease purchase agreement provided

$234,000 of funds payable over the next twenty years.

Payments under the lease are as follows:

Fiscal Year Principal Interest
2010 $ 9,000 $ 10,725
2011 0,000 10,230
2012 10,000 9,735
2013 10,000 9,460
2014 11,000 8,635
2015-2024 146.000 47.390

$ 195,000 $ 96.175

West Creek Sewer Inierceptor

During 2004, the City entered into a lease purchase agreement with a local bank in the
amount of $1,500,000 enabling the City to acquire equipment for the West Creek sewer
interceptor lines. The indebtedness is represented by Certificates of Participation. Under
the lease agreement, the City is to make certain lease payments and, at the end of the
lease, the City will own the sewer lines and equipment. The interest rate on the lease is

4.625% with annual principal payments due of between $75,000 in the first year and
$140,000 in the final year of the lease.

Principal payments due under the lease are as follows:

Fiscal Year Principal Interest
2010 $ 100,000 $ 48331
2011 100,000 43,706
2012 110,000 38,966
2013 110,000 33,878
2014 115,000 28,675
2015-2018 535.000 56,425

$1.070.000 $ 249 981
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NOTE 4 - LEASE COMMITMENTS — CONTINUED

Amphitheater

The City entered into a lease-purchase agreement for construction of an amphitheater in
the amount of $360,000. The lease is financed at a rate of 4.6% with payments under the
lease as follows:

Fiscal Year Principal Interest
2010 $ 20,000 $ 14,725
2011 25,000 13,656
2012 25,000 12,465
2013 25,000 10,687
2014 25,000 5,500
2015-2019 200,000 32,351

$ 320.000 $_93.388

Equipment Lease

The City entered into an equipment lease in fiscal 2006 with a local bank. The lease
purchase of equipment in the amount of $34,202 required a down payment of $9,456 and
financing of the balance over a two-year period at an interest rate of 4.75%. The final
payment was made under the lease in the principal amount of $8,736.

2007 Lease Purchase Refinance

During fiscal 2008 the City issued $446,000 of Certificates of Participation to two local
banks. The funds were used to retire two of the City’s lease purchase obligations and to
purchase certain park equipment. The 2003 lease purchase agreement for the purchase of
softball fields and the 1999 lease for the purchase of the Jessie James Park land were both
retired. A total of $278,000 was retired under the refinancing.
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NOTE 4 - LEASE COMMITMENTS - CONTINUED

The debt service requirement under the Certificates of Participation is as follows:

Fiscal Year Principal Interest
2010 $ 58,000 $ 15,077
2011 56,000 12,395
2012 62,000 0,805
2013 64,000 6,937
2014 - 2015 86,000 4717

$ 326,000 § 48931

NOTE 5 -~ PENSION PLAN

Plan Description

The City of Kearney participates in the Missouri Local Government, Employees
Retirement System (LAGERS), an agent multiple-employer public employee retirement
system that acts as a common investment and administrative agent for local government
entities in Missouri.

LAGERS is a defined benefit pension plan, which provides retirement, disability, and
death benefits to plan members and beneficiaries. LAGERS was created and is governed
by statute, section RSMo. 70.600 - 70.755. As such, it is the system's responsibility to
administer the law in accordance with the expressed intent of the General Assembly. The
plan is qualified under the Internal Revenue Code Section 4014, and it is tax exempt.

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

Funding Policy

The City of Kearney's full-time employees do not contribute to the pension plan. The
political subdivision is required by state statute to contribute at an actuarially determined
rate; the current rate is 10.5% (general) and 11.3% (police) of annual covered payroll.
The contribution requirements of plan members are determined by the governing body
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of the political subdivision. The contribution provisions of the political subdivision are
established by state statute.

Annual Pension Cost

For 2008, the political subdivision's annual pension cost of $165,284 was equal to the
required and actual contributions. The required contribution was determined as part of
the February 28, 2006, and/or February 28, 2007, annual actuarial valuation using the
entry age actuarial cost method. The actuarial assumptions as of February 28, 2008,
included (a) a rate of return on the investment of present and future assets of 7.5% per
year, compounded annually, (b) projected salary increases 4.0% per year, compounded
annually, attributable to inflation, (c) additional projected salary increases ranging from
0.0% to 6.0% per year, depending on age, attributable to seniority/merit, (d} pre-
retirement mortality based on the RP2000 Combined Healthy Table set back 0 years
for men and 0 years for women, and (e) post-retirement mortality based on the 1971
Group Annuity Mortality table projected to 2000 setback 1 year for men and 7 years for
women. The actuarial value of assets was determined using techniques that smooth the
effects of short-term volatility in the market value of investments over a five-year period.
The unfunded actuarial accrued liability is being amortized as a level percentage of
projected payrolls on a closed basis. The amortization period at February 28, 2007, was

25 years.
Trend Information

Fiscal Annual Percentage Net

Year Pension of APC Pension

Ending Cost (APC) Contributed Obligation
06/30/06 $144,907 100% $0
06/30/07 $157,059 100% $0
06/30/08 $165,248 100% $0

43



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2009
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Required Supplementary Information
Schedule of Funding Progress

(a) (b) (b-a) (@b)  (¢) [(b-a)/c]
Entry Age Unfunded UAL asa
Actuarial  Actuarial  Actuarial Accrued Annual Percentage of
Valuation  Value Accrued Liability = Funded Covered Covered
Date of Assets  Liability {(UAL) Ratio _ Payroll Payroll

02/28/06 $1,580,033 $1,984,500  $404.,467 80% $1,242,314 33%
02/29/07 $1,895,737 $2,325,090  $429,353 82% $1,406,285 31%
02/28/08 $2,248,272 $2,639,909  $391,637 85% $1,469,931 27%

Note: The above assets and actuarial accrued liability do not include the assets and
present value of benefits with the Benefit Reserve Fund and the Casualty Reserve Fund.
The actuarial assumptions were changed in conjunction with the February 28, 2006,
annual actuarial valuations. For a complete description of the actuarial assumptions used
in the annual valuations, please contact the LAGERS office in Jefferson City.

NOTE 6 - TAX INCREMENT FINANCING COMMISSION (TIF)

During fiscal 1997, the City of Kearney set up a Tax Increment Financing Commission to
operate in the City of Kearney. The City entered into an agreement with a developer to
construct a building in the development area. A special tax levy on property is funding
the debt service requirements. A second bond issue was sold in fiscal 2002 to make
certain improvements on the property.

As part of the second TIF bond issue, the City has agreed to reimburse the developer
$250,000 of construction costs. The reimbursement is to be paid out of future property
tax collections (PILOTS) and sales taxes (EATS) generated by the project.

The taxing power of the City is not pledged to the payment of the TIF bonds either as to

principal or interest. The bonds do not constitute a general obligation of the City. The
bonds are special obligation bonds payable from special tax levies on the project.
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NOTE 6 - TAX INCREMENT FINANCING COMMISSION (TIF) — CONTINUED

The following is a summary of bond transactions in the TIF account:

Bonds Payable, March 31, 2008 $ 912,000
Bonds Retired (102.000)
Bonds Payable, March 31, 2009 $_810.000

1996 and 2002 Tax Increment Bonds

Due Principal
March 1 Amount
2010 $ 84,000
2011 89,000
2012 99,000
2013 100,000
2014 -2018 438,000

Total $ 810.000

NOTE 7 - COMMITMENTS AND CONTINGENCIES

Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with
Internal Revenue Service Code Section 457, which is accounted for in the Deferred
Compensation Plan Fund. The plan, which is administered by one carrier, is available to
all City employees who qualify under the plan terms and permits employees to defer a
portion of their salary until future years. The deferred compensation funds are not
available to employees until termination, retirement, death or unforeseeable emergency.
The assets in the plan at March 31, 2009, total $260,499.

A summary of changes during the period is as follows:

Beginning Balance, March 31, 2008 $ 268,741
Contributions 59,574
Withdrawals -
Change in Value (67.816)
Ending Balance, March 31, 2009 $ 260,499
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Purchase of Water from Kansas City. Missouri

The City has entered into a water purchase agreement with the City of Kansas City,
Missouri, to purchase water for a period of twenty-five years. The City of Kearney has
sold revenue bonds and made water system improvements to meet requirements of the
City of Kansas City, Missouri. Beginning in fiscal 2004, the City of Keamney has agreed
to purchase 28.7% of the capacity of the water line. If purchases are not made, then
certain penalties will apply. Beginning in November 2004, the City of Kearney is to pay
the City of Kansas City, Missouri, $1,339,964 in monthly payments of $9,270. The
payments are to be made over a twenty-year period at an interest rate of 5.65%. The City
of Kearney paid Kansas City $101,934 based upon the contract requirements. In addition
the City paid $61,020 for water.

NOTE 8 - PROPERTY TAX REVENUE AND ASSESSMENT

The City's property tax is levied each November 1 on the assessed value as of the prior
January 1 for all real and personal property located in the City. Assessed values are
established by the Clay County Assessor subject to review by the County's Board of
Equalization.

The assessed value for property located in the City as of December 31, 2008, on which
the 2009 levy was based, was $133,398,093. In the year ended March 31, 2009, the City
collected $1,057,546 of property taxes that were billed in the period.

The City is permitted by Missouri State Statutes to levy taxes up to $1.00 per $100 of
assessed valuation for general services other than the payment of principal and interest on
long-term debt, and in unlimited amounts for the payment of principal and interest on
long-term debt. The City's General Fund property tax levy per $100 assessed valuation
was $0.58 for the year ended March 31, 2009 and $0.58 for the year ended March 31,
2008. The City's debt service tax levy per $100 assessed valuation was $.05 for the year
ended March 31, 2009 and March 31, 2008.

Property taxes are billed by the City on or before December 1 and are considered
delinquent after January 1 after which the City may attach a lien to all property on which
taxes are unpaid. The City records property tax as revenue at the time the taxes are
received.
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NOTE 9 ~ COMMITMENTS AND CONTINGENCIES — LAW SUITS

There are no claims for lawsuits to which the City is a part as a result of certain injuries
and various other matters and complaints arising in the ordinary course of City activities.
The City’s management and legal counsel anticipate that any unknown potential claims,
if any, against the City not covered by insurance would not have a material effect on the
financial position of the City.

NOTE 10 — INTERFUND TRANSFERS

During the course of normal operations, the City may have transactions between funds
including expenditures and transfers of resources primarily to provide services. A
reimbursement process is in place when resources are transferred between funds.

NOTE 11 - FEDERAL AND STATE GRANTS

In prior years the City has participated in a number of federal and state programs that
were fully or partially funded by grants received from other governmental units.
Expenditures financed by grants are subject to audit by the appropriate grantor
government. If expenditures are disallowed due to noncompliance with grant program
regulations, the City may be required to reimburse the grantor government. As of March
31, 2009, certain grant expenditures have not been audited by grantor governments, but
the City believes that disallowed expenditures, if any, based on subsequent audits will not
have a material effect on any of the individual governmental funds or the overail
financial position of the City.

The City received federal and state grants totaling $712,000 during the year. The funds
were for the following:

Amount Source
Pass Through Grant for Building Acquisition $ 300,000 Federal
Road Enhancements 110,000 Federal
Move Water and Sewer Line 302.000 State
$ 712.000
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NOTE 12 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Deposits and Investments Laws and Repulations

In accordance with state law, all uninsured deposits of municipal funds in financial
institutions must be secured with acceptable collateral valued at the lower of market or
par. Acceptable collateral includes certain U.S. Government or Government Agency
securities, certain State of Missouri or political subdivision debt obligations, or surety
bonds. As required by 12 U.S.C.A. Section 1823(e), all financial institutions pledging
collateral to the City must have a written collateral agreement approved by the board of
directors or loan committee. As noted all deposits were fully insured or collateralized.

The City maintains a cash and investment pool, which is available for use by all funds.
Each fund’s portion of this pool is displayed on the combined balance sheet as part of the

checking or savings account. All of the City’s deposits at year end were in commercial
banks.

At year end the carrying amount of the City’s deposits totaled $6,251,202 and the bank
balances totaled $6,348,104. The difference of $96,202 represented reconciling items in
the bank account. The City’s balances were covered by FDIC insurance or pledged
securities as follows:

Deposits covered by federal depository insurance or
by collateral held by the City, or its agent, in the

City’s name $6.348.104

Total Value of Securities Pledged $6,688,110
FDIC Insurance 250,000

$6.938.110

Insurance and Pledged Securities in
Excess of Deposits 8590006

NOTE 13 - TAX ANTICIPATION NOTES

The City borrowed $75,000 on tax anticipation notes during April 2008. The funds were
used for a sound system at the new ampitheater. At year end the City had repaid $25,000
on the notes leaving a balance due of $50,000. The amount is reflected as a current
liability on the financial statements.
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NOTE 14 — CAPITAL EXPENDITURES

MARCH 31, 2009

Capital Asset activity for the year ended March 31, 2009, was as follows:

Depreciation has been recorded on the capital assets as follows:

Government Activities

Business Activities:

Water and Sewer Fund
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$ 232,462

271.058
$ 503,520

General Government 03-31-08  Additions Subtraction 03-31-09
Governmental Activities
Assets Not Subject to Depreciation
Land § 553,419 % 11,000 § - % 564,419
Infrastructure 5,706,805 - - 5,706,805
Assets Subject to Depreciation
Buildings 1,365,450 63,898 - 1,429,348
Improvements 1,210,488 407,266 - 1,617,754
Machinery and Equipment 008.900 49.867 - 1.048.767
Total at Historical Cost 9,835,062 532,031 - 10,367,093
Less Accumulated Depreciation
Buildings 168,125 8,799 - 176,924
Improvements 93,839 08,420 - 192,259
Machinery and Equipment 565.757 125,243 - 691,000
Total Accum. Depreciation 827.721 232,462 - 1,060.183
Total Capital Assets, Net $9.007341 $299569 $§ - $9306910
Water and Sewer 03-31-08  Additions Subtraction _03-31-09
Proprietary Activities
Land $ 267925 § - % - § 267,925
Buildings 476,696 15,600 - 492,296
Machinery and Equipment 661,504 - - 661,504
Water and Sewer Lines
and Improvemenis 10.813.859 - - 10.813.859
Total at Historical Cost 12,219,984 15,600 - 12,235,584
Less Accumulated Depreciation
Buildings 74,016 7.805 - 81,821
Machinery and Equipment 450,419 33,655 - 484,074
Water and Sewer Lines
and Improvemenis 2.477.093 229,598 - 2.706.691
Total Accum. Depreciation 3.001.528 271.058 - 3.272.586
Total Capital Assets, Net $9.218456  §(255458) % - 58962998



REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information (RSI) includes financial information and disclosures that

are required by the GASB but are not considered a part of the basic financial statements. Such
information includes:

» Budgetary Comparison Schedule — General Fund
Special Revenue Funds
Debt Service Funds
Capital Project Funds
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CITY OF KEARNEY, MISSOURI
COMPARISON OF NEEDED-TO-ACTUAL
MAINTENANCE/PRESERVATION
FOR NEW INFRASTRUCTURE ASSETS
MARCH 31, 2009

The City has elected to use the Modified Approach as defined by GASB 34 for all infrastructure
assets. Under GASB 34, eligible infrastructure capital assets are not required to be depreciated
under the following requirements:

The City manages the eligible infrastructure capital assets using an asset management system
with characteristics of (1) an up-to-date inventory; (2) perform condition assessments and
summarize the results using a measurement scale; and (3) estimate annual amounts to maintain
and preserve at the established condition assessment level.

The City has not implemented the retroactive restatement of infrastructure assets owned by the
City prior to March 31, 2004. The City’s revenue is less than prescribed by accounting standards
to be required to implement retroactive reporting of infrastructure assets. The City may at some
point in the future implement the recording of the assets. All of the new infrastructure assets
which have been recorded are new and a condition assessment is not necessary because the
assets are new. A comparison of actual to budgeted expenditures is not necessary.

The City documents that the eligible infrastructure capital assets are being preserved
approximately at or above the established and disclosed condition assessment level. It is the
City’s policy to maintain all infrastructure assets at or above the 70% level (100% being new
construction).
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Budgetary Accounting

The City prepares its budget for the General Fund on the cash basis of accounting. This basis
is consistent with the basis of accounting used in presenting the General Fund in the basic
financial statements. All unexpended appropriations lapse at year end.

Through the budget, the Board of Aldermen sets the direction of the City, allocates its
resources and establishes its priorities. The Annual Budget assures the efficient and effective
uses of the City’s economic resources, as well as establishing that the highest priority
objectives are accomplished.

The Annual Budget covers the period from April 1, to March 31, and is a vehicle that
accurately and openly communicates these priorities to the community, businesses, vendors,
employees and other public agencies. Additionally, it establishes the foundation of effective
financial planning by providing resource planning, performance measures and controls that
permit the evaluation and adjustment of the City’s performance.

The City’s budget is prepared and based on various expenditure categories; personnel,
supplies and services, minor capital outlay and capital improvement programs. The first
three listed are considered operational in nature or known as recurring costs. Capital
improvement projects are asset acquisitions, facilities, systems, and infrastructure
improvements typically over $1,000 and/or those items ‘outside’ of the normal operational
budget. These are known as one-time costs.

The City collects and records revenue and expenditures within the Governmental Activities.
The Governmental Funds include the General Fund and Capital Projects. All funding
sources are kept separate for both reporting and use of the money. The General Fund is
where most City services are funded that are not required to be segregated.

The budget process begins as a team effort in January of each year. Then the individual
departments use projected revenue assumptions to prioritize and recommend the next fiscal
year’s objectives. The City Administrator’s Office review all budget proposals and revenue
assumptions, as well as all current financial obligations before preparing the document that is
proposed to the Board of Aldermen. The Board of Aldermen reviews the Proposed Budget
and the final adoption of the budget is scheduled for approval in March.
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