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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 Kearney, Missouri, as of and for
the year ended March 31, 2010, 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
audit.

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 to 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.

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, 2010, 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, 2010, 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
taken 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. I
have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, I did not audit the informati 0 niotexpress an opinion on it.

P v

ruce Culley
Certified Public Accountant

(Gladstone, Missouri
September 11, 2010



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 shori-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, 2010. Please
read it in conjunction with the City’s financial statements that begin on Page 16.

FINANCIAL HIGHLIGHTS

* The overall net assets of Government Activities of the City increased by $531,845.
This was down from last year when net assets increased $737,671.

» The Water and Sewer Fund showed an increase in net assets of $251,603, even
though costs increased.

» The City continued to pay down debt on general obligation bonds, revenue bonds,
and capital lease obligations. The overall reduction in debt was $857,882.

* The only new debt issued by the City was in connection with the acquisition of a
building to construct and renovate a new police station. This was a major
improvement over an increase of $72,932 in 2009,

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 six 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 govermmental 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 53) 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

Government 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 — Water 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 money 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 $783,448 from $11,959,100 to $12,742.548. 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, 2010, are summarized as
follows:

Government  Business

Activities Activities Total

Cash and Cash Equivalents $5,406,843  $1,571,008 $6,977,851
Accounts Receivable - 128,219 128,219
Capital Assets 9.772.846 8.694.115 18.466.961

Total Assets 15,179,689 10,393,342 25,573,031
Accounts Payable - 47,440 47,440
Other Current Liabilities 670,245 372,035 1,042,280
Long Term Liabilities 8.701.623 3.039.140 11.740.763

Total Liabilities ' 9,371,868 3,458,615 12,830,483
Net Assets

Invested in Capital Assets,

Net of Related Debt 450,978 5,282,940 5,733,918
Restricted 2,975,574 - 2,975,574
Unrestricted 2.381.269 1.651.787 4.033.056

Total Net Assets 55.807.821 §$6934727 $12,742.548

The City’s net assets from governmental activities increased $531,845 compared to an
increase of $737,671 in 2009. The major reason for the increase in net assets was due to the
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increase in capital related projects. These major expenditures are shown in the Government
Fund Statements as expenses. The net assets from business activities (Water and Sewer
Fund) increased by $251,603 compared to $72,932 in 2009.

The cost of all government activities this year was $4,094,840. However, as shown in the
Statement of Activities, the amount that the taxpayers ultimately financed for these activities
was $3,465,523 because $629,317 in costs was paid by those who directly benefited from the
program or from fines. Overall, the City’s government program revenues totaled $4,709,144.

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:

2010 2009

Unrestricted cash and cash equivalents $ 1,746,014 $1,595,813
Restricted cash and cash equivalents 3.660.829 3.308.003

Total $ 5406843 $4.903.816

The fund balance decreased by less than 1 percent.

Fund Balance, Beginning of Year $4903,816 §$ 4,950,299
Net Change in Fund Balance 503,027 (46.483)
Fund Balance, End of Year $5.406.843 $4.903.816

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 $150,202 for the year. The Special Revenue Fund
showed a surplus of $27,045, 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 deficit of $4,370 after transfers. The Capital Project Fund showed a surplus
of $330,149.  The surplus was caused by unexpended funds from the police station
renovation. The following is a comparison of the operating deficits and surpluses for 2010
and 2009:

2010 2009
General Fund $ 150,202 $ 178,877
Special Revenue $§ 27,045 $ (27,236)
Debt Service F @37) § 9463
Capital Projects $ 330,151 $(207,587)

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 $251,603. Net transfers of
$69,689 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 $268,883. The operations
in 2010 compare favorably to 2009 when the additions to the net assets were $72,932.

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 $54,366. 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
$6,773 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 $104,000 were retired during the year. The Kearney Road District received
taxes from the county of $80,371 and spent $225 on street improvements during the year.
There was an unexpended balance of $80,714 at ‘year end. The Community Improvement
District collected taxes of $59,140 and no funds were expended for services in the district
during the year. There was an unexpended balance at year-end of $60,339. 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 povernment-wide financial
statements because the City cannot use these assets to finance its operations.

LONG-TERM DEBT (INCLUDING CAPITAL LEASES)

At year end the City had $12,783,043 in outstanding bond and lease obligations. This
represents an increase of $142,118. The City borrowed $1,000,000 in a capital lease
obligation to acquire and renovate a new building to be occupied by the police. The City
paid all of its required debt service payments. 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 $6,610,000, resulting in a legal debt margin of $19,861,040. The City has been able
to maintain property tax rates for debt financing at relatively stable levels.

12



Government Business
Activities Activities Total

2010

2009 2010 2009 2010 2009

General Obligation Bonds ~ $6,610,000
Revenue Bonds -
Capital Lease Obligations 2.711.868

$6,973,750 § - 3 - § 6,610,000 $ 6,973,750
- 341,175 3,706,175 3,411,175 3,706,175
1.911,000 - 2.711.868 1.911.000

$9,321,868

$8,884,750 $3.411,175 $3,706,175 $12,733,043 $12,590,925

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 police department equipment and
computers. The largest expenditure ($640,428) was for the acquisition of and building for
the police and the renovation of that building. A summary of the capital assets at their STOss
amount is shown below:

Government Business
Activities Activities Total

Capital Assets 2010 2009 2010 2009 2010 2009

§ 564,419 § 564,419 § 267,925 $ 267,925 § 832344 § 832,344
Buildings 1,429,348 1,429,348 492,296 492,294 1,921,644 1,921,644
Improvements 1,617,754 1,617,754 - - 1,617,754 1,617,754
Machinery and Equipment 1,100,426 1,048,767 661,504 661,504 1,761,930 1,710,271
Poiice Station WIP 630,428 - - - 630,428 -
Water and Sewer Lines - - _10.813.859 _10.813.85% _10.813.859 10,813.859

$5.342,375 $4.660,288 $12,235,584 $12,235584 $17,577,959 $16,895.872

II’Iﬁ'ﬂSﬁ‘llC[lll'E Assets

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 $52,933. The total
expenditures in the general fund were less than budget by $304,395. Decreased personnel
and supply costs were the main reason for the favorable variance.

Special Revenue — The sales tax revenue received in the Special Revenue Fund was less than

budget by $199,746. The decrease in sales tax reflects the overall weakness in the economy.
Expenditures and transfers were less than budget by $236,282.

13
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Debt Service — Property tax revenue in the Debt Service Fund was less than budget by $249.
Actual expenditures in the Debt Service Fund were more than budget by $3,068.

Capital Projects — The actual revenue in the Capital Projects Fund was more than budget by
$52,262. Capital improvement expenditures were less than budget by $383,136 because the
renovations to the police station have not been 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, 2010.

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

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

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

~ » 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:

+ (Government-wide Financial Statements
e 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, 2010
Business-
Governmental Type
Activities Activities Total
Assets
Current Assets
Cash - Checking h 354471 § 385807 §% 740,278
Cash - Savings 1,391,543 534,596 1,926,139
Cash - Certificates of Deposit - 627,888 627,888
Restricted
Cash - Checking 989,024 - 089,024
Cash - Savings 2,671,805 - 2,671,805
U.S. Government Securities - 22,717 22,717
Accounts Receivable - 128,219 128,219
Total Current Assets 5,406,843 1,699,227 7,106,070
Non-current Assets
Land, Building znd Equipment, Net 9,772,846 8,694,115 18,466,961
Total Non-current Assets 9,772,846 8,694,115 18,466,961
Total Assets 15,179,689 10,393,342 25,573,031
Linbhilities
Current Liabilities
Accounts Payable - 47,440 47,440
Long-term Bonds Due Within the Year 390,000 372,035 762,035
Capital Leases Due Within the Year 230,245 - 230,245
Tax Anticipation Note 50,000 - 50,000
Total Current Liabilities 670,245 419,475 1,089,720
Long-term Liabilities
Long-term Bonds Due in More than One Year 6,220,000 3,039,140 9,259,140
Capital Leases Due in More than One Year 2,481,623 - 2,481,623
Total Long-term Liabilities 8,701,623 3,039,140 11,740,763
Total Liabilities 9,371,868 3,458,613 12,830,483
Net Assets
Invested in Capital Assets, Net of Related Debt 450,978 5,282,940 5,733,918
Restricted
Capital Projects 2,613,536 - 2,613,536
Debt Service 362,038 - 362,038
Unrestricted 2,381,269 1,651,787 4,033,056
Total Net Assets § 5.807.821 3 6,934,727 § 12,742,548

The accompanying notes are an integral part of the financial statements.
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CITY OF KEARNEY, MISSOURI
BALANCE SHEET - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
MARCH 31,2010
Total
Special Debt Capital  Governmental
General Revenue Service Projects Funds
Assets
Unrestricted
Cash - Checking § 354471 § - % - 5 - 5 35447
Cash - Savings 1,391,543 - - - 1,391,543
Restricted
Cash - Checking - 74,991 152,703 761,331 989,025

Cash - Savings 610,263 209,336 1,852,205 2,671,804

Total Assets 51,746,014 § 685254 $§ 362,039 $2,613,536 $ 5,406,843

Liabilities and Fund Balance
Liabilities i - ¥ - 5 - % - % -

Fund Balance
Reserved For

Capital Projects - - - 2,613,536 2,613,536
Debt Service - - 362,039 - 362,039
Unreserved
Undesignated 1,746,014 685,254 - - 2,431,268
Total Fund Balance 1,746,014 685,254 362,039 2,613,536 5,406,843

Total Liabilities and
Fund Balance $1,746,014 § 685254 $§ 362,039 $2,613,536 $ 5,406,843

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

Fund Balance, shown above $ 5,406,843
Capital assets used in governmental activities are not financial

resaurces and, therefore, are not reported in the funds 9,772,846
Long-term liabilities are not due and payable in the current period, and

therefore, are not reported in the current period (9,371,868)

Net Assets of Governmental Activities $ 5,807.821

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

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE — MODIFIED CASH BASIS
FOR THE YEAR ENDED MARCH 31, 2010

Revenues
Taxes
Property Tax
Sales Tax
Motor Fuel Tax
Franchise Tax
Road and Bridge Tax
Inicrest on Accounts
Licenses, Permits, Fees, elc,
Public Safety
Trash
Lease Income
Miscellancous

Total Revenues

Expenditures

Personnel Services
Contraciual Services
Commodities and Supplies
Capital Expenditures
CDBG Senior Center
Debt Service

Principal

Interest and Fees
Miscellaneous

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Receipts and Expenditures
Transfers In
Transfers Out
Lease Proceeds

Total Other Receipts and
Expendifures

Net Changes in Fund Balance
After Transfers

Fund Balance, Beginning of Year

Fund Balance, End of Year

Total
Special Debt Capital Governmenlal

General Revenue Service Projects Funds
§ 919445 § - §F 66776 % - § 986,221
- 1,733,504 - - 1,733,504
204,280 - - - 204,280
586,971 - - 137,128 724,069
96,809 - - - 96,809
18,707 11,736 5,842 25,663 61,948
103,308 - - 75,812 179,120
164,902 - - - 164,902
285,295 - - - 285,295
76,365 - - - 76,365
132,880 {298} - 20,255 152,837
2,588,962 1,744,942 72,618 258,858 4,663,380
1,672,016 - - - 1,672,016
1,442,278 14,098 - - 1,456,376
112,353 - - - 112,353
51,639 - - 630,428 682,087
5,000 - - - 5,000
- - 363,000 154,118 519,118
- - 341,208 75,093 416,301
108,234 - 9,010 99,379 216,643
3,391,560 14,008 715,218 959,018 5,079,894
{802,598) 1,730,844 (642,600) (700,160) (414,514)
1,342,802 - 658,229 133,311 2,134,342
(350,002  (1,703,799) {20,000) (103,000} {2,216,801)
- - - 1,000,000 1,000,000
952,800  (1,703,799) 638,220 1,030,311 917,541
150,202 27,043 (4,37) 330,151 503,027
1,595,812 638,209 366,410 2,283,385 4,903,816
§ 1,746,014 § 685254 $§ 362,039 § 2,613,536 § 5.406,843

The accompanying notes are an integral part of the financial statements.
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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, 2010

Net Change in Fund Balances - Total Governmental Funds $ 503,026

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:
Capital Asset Additions
Equipment

51,659
Police Station Construction

630,426

Depreciation expense on capital assets is reported on the Government-wide
Statement 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 Governmenta} Funds. (216,151)

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

Bond and Lease Principal Payments 562,882

Proceeds from Police Station Lease Purchase {1,000,000)

Rounding 3
Change in Net Assets of Governmental Activities P 531,845

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 - MODIFIED CASH BASIS

MARCH 31, 2010
Kearney
Road
TIF CID District Total
Assets
Cash and Investments $ 54366 $ 111,468 82,537 248,371
Total Assets $ 54366 § 111,468 82,537 248371
Liabilities b - 5 - - -
Net Assets
Restricted 54,366 111,468 82,537 248,371
Total Net Assets 54,366 111,468 82,537 248,371
Total Liabtlities and Net Assets $ 54366 3 111,468 82,537 248,371

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 FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED MARCH 31, 2010

Revenues
Taxes
Interest

Total Revenues

Expenditures
Debt Service
Prineipal
Interest
Reimbursement to Developer
Street Maintenance

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Transfers

Change in Restricted Net Assets

Kearney
Road

TIF CID District Total
$184,383 § 59,140 $ 80,731 $324.254
803 1,199 208 2.210
185,186 60,339 80,939 326,464
104,000 - - 104,000
44,992 - - 44,992
53,737 - - 55,737
- - 225 225
204,729 - 225 204,954
(19,543) 60,339 80,714 121,510
12,770 - - 12,770
$ (6,773) $ 60,339 § 80,714 $134,280

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, 2010
Assets
Current Assets
Cash - Checking % 385,807
Cash - Savings 334,596
Cash - Certificates of Deposit 627,888
U.S. Government Securities 22,717
Accounts Receivable 128,219
Total Current Assets 1,699.227
Non Current Assets
Land, Building and Equipment, Net 8,694,115
Total Non Current Assets 8,694,115
Total Assets .LIM
Liabilities
Current Liabilities
Accounts Payable b 47,440
Long Term Bonds Due Within the Year 372.035
Total Current Liabilities 419,475
Long Term Liabilities
Long Term Bonds Due in More Than One Year 3,039,140
Total Long Term Liabilities 3,039,140
Total Liabilities 3,458,615
Net Assets
Invested in Capital Assets, Net of Related Debt 5,282,940
Unrestricted 1,651,787
Total Net Assets 6,934?727
Total Liabilities and Net Assets Mﬁ

The accompanying notes are an integral part of the financial statements.
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CITY OF KEARNEY, MISSOURI
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
WATER AND SEWER FUND
FOR THE YEAR ENDED MARCH 31, 2010

Operating Revenues
Licenses, Permits and Fees
Water and Sewer Fees
Miscellaneous

Total Receipts

Operating Expenses
Personnel Services
Contractual Services
Supplies
Water Contract - Kansas City
Fees
Miscellaneous
Depreciation

Total Expenses

Excess (Deficiency) of Revenues Over (Under) Expenditures

Net Nonoperating Revenues and (Expenses)
Interest Income
Interest Expense
Net Nonoperating Revenues and Expenses

Income (Loss) Before Contributions and Transfers

Transfers In - Cash
Transfers Out - Cash

Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

‘The necompanying noles are an integral part of the fnancial statements,
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§ 46,588
1,812,564
8,856
1,868,008

485,905
507,564
153,894
124,993

11,385

48,492
268,883

1,601,116
266,892
29,100

(114,078)
(84,978)

181,914

418,506
(348,817)

251,603

6,683,124

$ 6,934,727



CITY OF KEARNEY, MISSOURI
COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED MARCH 31, 2010

Cash Flows From Operating Activities
Revenues Collected and Operating Transfers
Over Expenditures Paid
Depreciation
(Increase) Decrease in Accounts Receivable
Increase (Decrease) in Accounts Payable

Net Cash Flows Provided (Used) by Operating Activities

Cash Flows From Investing Activities
(Increase} Decrease in Investments
Water and Sewer Plant Equipment Purchases

Net Cash Flows Provided (Used) by Investing Activities

Cash Flows From Financing Activities
Bonds Retired

Net Cash Flows Provided (Used) by Financing Activities

Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

The accompanying notes are an integral part of these financial statements.
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$ 251,603
268,883
(7,934)
(11,721)
500,831

(4,926)

(4,926)

(295,000)
{295,000)

200,905
1,347,386

$1,548,291



NOTES TO BASIC FINANCIAL STATEMENTS
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS
MARCH 31, 2010

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 9,064 (U.S. Census Estimate, July
2009) 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, 2005, 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 Kearney has elected
to delay the reporting of these infrastructure assets until a later date. The City may, at
some point in the future, record infrastructure assets acquired prior to March 31, 2004.

Financia] 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, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —- CONTINUED

Basis of Presentation
Governmental-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 generally are financed through taxes,
intergovernmental revenues and other non-exchange revenues. Business-type activities
are financed in whole or in part by fees charged to external parties for goods or services.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into finds, 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: govemnmental 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, liabilities, 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
governmental 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:
Govermmental 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.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED

MARCH 31, 2010

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,
(1.e., assets equal liabilities) they do not involve the measurement of results of operations.
The agency fund is as follows:

TIF

Kearney Road District

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

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

Capital Project Funds

Funds are received and disbursed in a geographic area
designated for improvements.

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

Special Revenue

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.

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.
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010
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:

Maijor 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:
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31,2010
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

Government 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 earned 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, 2010
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 investmenis 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.

Accounts 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, 2010

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 Jaws and
regulations of other governments, or 2) law through constitutional provisions or

enabling legisiation.

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 31,2010
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, 2010

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
all 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, 2010

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, 2010:

General Revenue
Obligation Bonds Bonds Total
Bonds Payable, March 31, 2009 $6,973,750 $3,706,175 $10,679,925
Bonds Issued - - -
Bonds Retired — Regular (363.750) (295.000) (658.750)

Bonds Payable, March 31, 2010 $6.610.000 $3.411,175 $10.021,175
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010

NOTE 3 - LONG-TERM DEBT - CONTINUED

General Obligation Bonds payable at March 31, 2010, consist oft

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 $ 260,000

General Obligation Bonds, Series 2001, due in varying

installments through 2011 350,000

General Obligation Bonds, Series 2006 due in varying

installments through 2021 6.000.000
Total General Obligation Bonds $ 6,610.000

Combined Waterworks and Sewerage System
Bonds, series 1997 due in varying installments
through March 31, 2016 $ 63,285

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% 413,750
Water and Pollution Control Bonds due in varying
installments through 2023 2,009,140
Waterworks and Sewerage System Refunding Revenue
Bonds, Series 2004 925,000
Total Revenue Bonds $ 3411175
Total Bonds Payable $10.021,175
General Obligation Bonds — 2006
Principal Interest
2011 $ - $ 248,982
2012 420,000 248,982
2013 450,000 231,656
2014 490,000 213,098
2015 525,000 192,881
2016 - 2020 3,310,000 623,513
2021 805.000 34212

$6.000,000 $1.793.324
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010 ‘
NOTE 3 - LONG-TERM DEBT - CONTINUED

General Obligation Series 1997 Bonds

Due

March 1 Principal Interest
2011 $ 40,000 $ 17,119
2012 - 2021 220,000 54.581

§ 260,000 $ 71,700
2001 General Obligatidn Bonds

Due
March 1 Principal Interest
2011 $ 350.000 $ 322,875

1996 Waterworks and Sewerage System Refunding and Improvement Bonds

Due
November 1 Principal Interest
2011 $ 63,285 $ 3.420

1996 Combined Waterworks and Sewerage System Revenue Bonds (SRF)

Due
January 1 Principal Interest

2011 $ 58,750 $ 24,485
2012 65,000 20,945
2013 65,000 17,110
2014 70,000 13,275
2015 75,000 0,145
2016 80.000 4,720

§ 413750 § 89680
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010
NOTE 3 - LONG-TERM DEBT — CONTINUED

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

Due

July 1 Principal Interest
2011 $ 110,000 $ 100,294
2012 115,000 95,106
2013 125,000 89,447
2014 130,000 82,593
2015 135,000 75,472
2016 - 2020 805,000 241,595
2021 -2023 589.140 44 875

$2,009.140 § 729,382

2004 Waterworks and Sewerage System Refunding Revenue Bonds

Due

November 1 Principal Interest
2011 $ 140,000 $ 33,820
2012 145,000 29,480
2013 150,000 24,695
2014 160,000 19,370
2015 160,000 13,370
2016 170,000 6,970

$ 925,000 $ 127,705

NOTE 4 - LEASE COMMITMENTS
The following is a summary of lease transactions for the year ended March 31, 2010:
General

Obligation Bonds
Capital Lease Obligations Payable,

March 31, 2009 $1,911,000
New Capital Lease 1,000,000
Capital Lease Obligation Retired (199.132)
Capital Lease Obligations Payable,

March 31, 2010 $2.711.868
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CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS ~ CONTINUED
MARCH 31, 2010

NOTE 4 - LEASE COMMITMENTS — CONTINUED

Downtown Improvement Lease/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:
Principal Interest
2011 $ - $ 5,115
2012 9,000 9,982
2013 10,000 0,460
2014 10,000 8,910
2015 11,000 8,333
2016 —2020 63,000 31,872
2021 - 2025 83,000 11,778

$ 186.000 $ 85.450

West Creek Sewer Interceptor

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 Creck 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:
Principal Interest
2011 $ 100,000 $ 43,706
2012 110,000 38,966
2013 110,000 33,878
2014 120,000 28,675
2015 125,000 23,125
2016 -2018 405.000 33.300

$ 970,000 $ 201,650
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MARCH 31, 2010

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:

Principal Interest
2011 $ 25,000 $§ 13,656
2012 25,000 12,469
2013 25,000 10,687
2014 25,000 9,500
2015 30,000 9,500
2016 -2020 170.000 22.851

$300.000 $§ 78.663

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

Principal Interest
2011 $ 56,000 $§ 12,395
2012 62,000 9,805
2013 64,000 6,937
2014 70,000 3,977
2015 16.000 740

F 268.000 b 33.854
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010

NOTE 4 - LEASE COMMITMENTS — CONTINUED

Police Station Lease

During 2010, the City entered into a lease purchase of a building including the renovation
of the building which is to become the new police station. Under the agreement, the City
is to make monthly lease payments of $7,524 through 2024 at an interest rate of 4.25%.
Activity on the lease during the last year was as follows:

Amount Borrowed $1,000,000

Principal Payments on Lease (12.132)

Balance Due § 987.868

Future payments due under the lease are as follows:
Principal Interest

2011 $ 49,245 § 41,043
2012 51,275 29,013
2013 53,601 36,687
2014 55,924 34,364
2015 58,347 31,940
2016 —2020 331,795 119,645
2021 -2024 387.681 41,189

$ 987 868 $ 333,881

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 401a, and it is tax exempt.
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NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010

NOTE 5 - PENSION PLAN — CONTINUED

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 10.4% (general) and 10.7% (police) of annual covered payroll.
The contribution requirements of plan members are determined by the governing body of
the political subdivision. The contribution provisions of the political subdivision are
established by state statute.

Annual Pension Cost

For 2009, the political subdivision's annual pension cost of $173,755 was equal to the
required and actual contributions. The required contribution was determined as part of
the February 28, 2007, and/or February 29, 2008, annual actuarial valuation using the
entry age actuarial cost method. The actuarial assumptions as of February 28, 2009,
included (a) a rate of return on the investment of present and firture 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 (&) 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, 2009, was

23 years.
Trend Information
Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC Contributed Obligation

06/30/07 $157,059 100% $0
06/30/08 $165,248 100% $0
06/30/09 $173,755 100% $0
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NOTE 5 - PENSION PLAN — CONTINUED

Required Supplementary Information
Schedule of Funding Progress

(a) (b) (b-a) (ab)  (c) [(b-a)/c]
Entry Age Unfunded UALasa
Actuarial Actuarial  Actuarial Accrued Annual Percentage of

Valuation  Value Accrued Liability = Funded Covered Covered

Date of Assets  Liability (UAL) Ratio_ _ Payroll Payroll
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%
02/28/09 $2,045,717 $2,984,338  $938,621 69% $1,633,652 57%

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, 2009 $ 810,000
Bonds Retired (104,000)
Bonds Payable, March 31, 2010 $ 706.000

1996 and 2002 Tax Increment Bonds

Due Principal
March 1 Amount
2011 $ 89,000
2012 99,000
2013 100,000
2014 107,000
2015 60,000
2016 -2018 251.000

Total $ 706,000

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, 2010, total $293,427.

A summary of changes during the period is as follows:

Beginning Balance, March 31, 2009 $ 260,499
Contributions 36,297
Withdrawals (82,672)
Change in Value 79.303
Ending Balance, March 31, 2010 $293.427
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NOTE 7 - COMMITMENTS AND CONTINGENCIES — CONTINUED

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 Keamney 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 Kearney 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 $120,468 which included thirteen monthly payments based
upon the contract requirements. In addition the City paid $27,335 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, 2009, on which
the 2009 levy was based, was $132,355,239. In the year ended March 31, 2008, the City
collected $133,398,093 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, 2010 and $0.58 for the year ended March 31,
2009. The City's debt service tax levy per $100 assessed valuation was $.05 for the year
ended March 31, 2010 and March 31, 2009.

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.

46



CITY OF KEARNEY, MISSOURI
NOTES TO BASIC FINANCIAL STATEMENTS — CONTINUED
MARCH 31, 2010

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 counse! 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 finds.

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, 2010, 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 overall
financial position of the City.

Deposits and Investments Laws and Regulations

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.
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NOTE 12 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Deposits and Investments Laws and Regulations — Continued

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 $7,203,505 and the bank
balances totaled $7,222,617. The difference of $19,112 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 57,222,617

Total Value of Securities Pledged $8.165,193
FDIC Insurance 250.000

$8.415.193

Insurance and Pledged Securities in
Excess of Deposits $1.192.576
NOTE 13 - TAX ANTICIPATION NOTE
The City has $50,000 borrowed on a tax anticipation note due April 1, 2010. The funds

were used for a sound system at the new ampitheater. The amount is reflected as a
current liability on the financial statements.
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NOTE 14 - CAPITAL EXPENDITURES

MARCH 31, 2010

Capital Asset activity for the year ended March 31, 2010, was as follows:

General Government 03-31-09  Additions Subtraction _03-31-10
Governmental Activities
Assets Not Subject to Depreciation
Land ¥ 564,419 % - 3 - % 564,419
Infrastructure 5,706,805 - - 5,706,805
WIP — Police Station - 630,428 - 630,428
Assets Subject to Depreciation
Buildings 1,429,348 - - 1,429,348
Improvements 1,617,754 - - 1,617,754
Machinery and Equipment 1.048.767 51.659 - 1,100,426
Total at Historical Cost 10,367,093 682,087 - 11,049,180
Less Accumulated Depreciation
Buildings 176,924 10,254 - 187,178
Improvements 192,259 91,195 - 283,454
Machinery and Equipment 691.000 114.702 - _805.702
Total Accum. Depreciation 1.060.183 216,151 - 1,276,334
Total Capital Assets, Net 6910 § 465936 § - $9,772.846
Water and Sewer 03-31-09  Additions Subtraction _03-31-10
Proprietary Activities
Land $ 267,925 § - % - § 267,925
Buildings 492,296 - - 4927296
Machinery and Equipment 661,504 - - 661,504
Water and Sewer Lines
and Improvements 10.813.859 - - 10,813,859
Total at Historical Cost 12,235,584 - - 12,235,584
Less Accumulated Depreciation
Buildings 81,821 7,805 - 89,626
Machinery and Equipment 484,074 30,025 - 514,099
Water and Sewer Lines
and Improvements 2.706.691 231.053 - 2.937.744
Total Accum. Depreciation 3.272.586 268.883 - 3.541.469
Total Capital Assets, Net $8962998 $(268,833) % - $8,694,115

Depreciation has been recorded on the capita! assets as follows:

Government Activities

Business Activities:

Water and Sewer Fund
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MARCH 31, 2010

NOTE 15 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES

ASC Topic 820, Fair Value Measurements, defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Topic 820 also specifies a fair value
hierarchy which requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. The standard
describes three levels of inputs that may be used to measure fair value.

Level 1  Quoted prices in active markets for identical assets or liabilities

Level2  Observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities; quoted prices in active markets that are not
active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or
liabilities

Level 3 Unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities

Following is a description of the valuation methodologies used for instruments measured
at fair value on a recurring basis and recognized in the accompanying statement of
financial position, as well as the general classification of such instruments pursuant to the
valuation hierarchy.

Investments

Where quoted market prices are available in an active market, securities are classified
within Level 1 of the valuation hierarchy. Level 1 securities include highly liquid money
market funds, U.S. Treasuries and exchange traded equities and mutual funds. If quoted
market prices are not available, then fair values are estimated by using pricing models,
quoted prices of securities with similar characteristics or discounted cash flows. Level 2
securities include fixed income securities and pooled investments. In certain cases where
Level 1 or Level 2 inputs are not available, securities are classified within Level 3 of the
hierarchy.

The following table presents the fair value measurements of assets and liabilities
recognized in the accompanying Statement of Financial Position measured at fair value
on a recurring basis and level within the FAS 157 fair value hierarchy in which the fair
measurements fall at March 31, 2010.
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NOTE 15 - DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES —

CONTINUED
2010
Fair Value Measurements Using
Quoted Prices
In Active Significant

Markets for Other Significant

Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level3)

Certificates of Deposit $627,888  $627888 % - $ -

Pooled Government Securities 22.717 22,717 - -

Total $ 650.605 $ 650,605 3 - by -
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REQUIRED SUPPLEMENTARY INFORMATION

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

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

e 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, 2010

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 documenis 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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CITY OF KEARNEY, MISSOURI
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED MARCH 31, 2010

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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