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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and
Members of the Board of Aldermen
City of Grandview, Missouri

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Grandview, Missouri (the City) as of and for the year ended
September 30, 2012, which collectively comprise the City's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the
City's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the 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. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business­
type activities, each major fund, and the aggregate remaining fund information of the City,
as of September 30, 2012, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated March 18, 2013, on our consideration of the City's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 3 through 11 and 45 through 47
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's financial statements as a whole. The introductory section, combining and individual
nonmajor fund financial statements and schedules, and statistical section are presented for purposes of
additional analysis and are not a required part of the financial statements. The combining and individual
nonmajor fund financial statements and schedules are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole. The introductory and
statistical sections have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

March 18, 2013
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MANAGEMENT DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2012

As management of the City of Grandview, Missouri, we offer readers this narrative overview and analysis of the
financial activities of the City of Grandview, Missouri, for the fiscal year ended September 30, 2012. We encourage
readers to consider the information presented in conjunction with the transmittal letter at the front of this report and the
City's financial statements, which follow this section.

Financial Highlights

• The assets of the City of Grandview exceeded its liabilities at the close of the most recent fiscal year by
$60,280,258 (net assets). Of this amount, $3,566,312 (unrestricted net assets) may be used to meet the
government's ongoing obligations to citizens and creditors.

• During FY 2012, the City's net assets decreased by $408,219 from the City's "governmental activities" and
decreased by $552,855 from the City's "business-type activities."

• The City's debt obligations decreased by $1,446,796 during the current fiscal year as $910,000 of general
obligation debt, $355,000 in certificates of participation and $160,000 of the TIP loan were retired. In addition,
new developer agreements were approved for $142,509 and payments were processed on developer agreements for
$164,305.

Overview ofthe Financial Statements

This discussion and analysis is provided as an introduction to the basic financial statements. The basic financial
statements consist of three components: government-wide financial statements, fund financial statements, and notes to
the financial statements. This report also contains other supplementary information in addition to the basic financial
statements.

Government-wide financial statements. The government-wide financial statements are a broad overview of the City's
finances in a manner similar to a private business.

The statement ofnet assets presents all ofthe City's assets and liabilities with the difference between the two reported
as net assets. Net assets are an important measure of the City's overall financial health. The increases and decreases
in net assets can be monitored to determine whether the City's financial position is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during the most recent
fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g. uncollected taxes and earned but unused vacation
leave).

Both of the government-wide fmancial statements report functions of the City that are principally supported by taxes
and intergovernmental revenues (governmental activities) or from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The governmental activities
for the City included general government, public safety, community development, public works, and culture and
recreation. The business-type activities for the City included the sanitary sewer system.

3



Fundfinancial statements. Afund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City uses fund accounting to ensure compliance with
finance-related legal requirements. These funds are divided into three categories: governmental funds, proprietary
funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund fmancial statements focus on near-term inflows and outflows ofspendable resources, as
well as on balances ofspendable resources available at the end of the fiscal year. Such information may be useful in
evaluating the City's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term
impact of the government's near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

Proprietary funds. The City uses two different types ofproprietary funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City uses an
enterprise fund to account for its sanitary sewer activities. Internal service funds are an accounting device used to
accumulate and allocate costs internally among the City's various functions. The City uses an internal service fund to
account for its self-insurance activities. Because these services predominately benefit governmental rather than
business-type functions, they have been included within the governmental activities in the government-wide financial
statements.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. The City's agency funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the City's own programs.

Notes to the basic financial statements. The notes provide additional information that IS essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also contains
certain required supplementary information regarding budgetary, pension, and other post-employment obligation
information. The combining statements for the nonmajor funds are presented immediately following the required
supplementary information.
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Government-wide Financial Analysis

Net Assets

The following table reflects the condensed Statement ofNet Assets as of September 30,2012 and 2011:

City of Grandview Net Assets

Governmental Business-type
Activities Activities Total

2012 2011 2012 2011 2012 2011
Current and other assets $ 20,709,322 $ 24,169,326 $ 5,193,181 $ 5,594,144 $ 25,902,503 $ 29,763,470
Capital assets 48,681,885 46,430,822 10,073,815 10,276,383 58,755,700 56,707,205

Total assets 69,391,207 70,600,148 15,266,996 15,870,527 84,658,203 86,470,675
Long-term liabilities outstanding 19,463,766 20,937,776 15,127 9,409 19,478,893 20,947,185
Other liabilities 4,459,489 3,786,201 439,563 495,957 4,899,052 4,282,158

Total liabilities 23,923,255 24,723,977 454,690 505,366 24,377,945 25,229,343
Net assets:
Invested in capital assets,

net of related net 39,532,182 38,100,329 10,073,815 10,276,383 49,605,997 48,376,712
Restricted 7,107,949 9,130,769 7,107,949 9,130,769
Unrestricted (I, I72,179) (1,354,927) 4,738,491 5,088,778 3,566,312 3,733,851

Total net assets $ 45,467,952 $ 45,876,171 $ 14,812,306 $ 15,365,161 $ 60,280,258 $ 61,241,332

FV12 TOTAL NET ASSETS

Invested in capital
assets, net of realted
net

Restricted

Unrestricted

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net assets for
the government as a whole. However, unrestricted net assets for governmental activities are negative primarily due to
the City's issuance of the Tax Increment Finance bonds related to the Gateway Commons.

The City's combined net assets decreased from $61.2 million to $60.3 million primarily from less intergovernmental
activity taxes, franchise and business taxes, and investment earnings received. The City's unrestricted net assets for
governmental activities were negative by $1,172,179. However, total unrestricted net assets were positive by
$3,566,312 including the business-type activities.
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The largest portion of the City's net assets (82.3%) reflects its investment in capital assets (e.g. land, buildings,
machinery & equipment and infrastructure), less any related debt used to acquire those assets that are still outstanding.
The City uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City's investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities.

An additional portion of the City's net assets (11.8%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net assets (5.9%) may be used to meet the government's
ongoing obligations to citizens and creditors.

The City's total net assets decreased by $961,074 during FY 2012. The governmental activities net assets decreased
by $408,219 while the business-type activities decreased by $552,855.

Changes in Net Assets

The following table reflects the revenues and expenses from the City's activities for the year ended September 30,
2012 and 2011:

City of Grandview Changes in Net Assets
Governmenta[ Business-type

Activities Activities Tota[

(961,074) (300,426)
61,241,332 61,541,758

60,280,258 =$==6:::f1,2=4:fl,3:=32=

Revenues:
Program revenues

Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues
Property taxes
Intergovernmental activity taxes
Sales and use taxes
Franchise and other taxes
Other revenue

Total revenues
Expenses:

General government
Public safety
Community development
Public works
Culture and recreation
Interest on long-term debt
Sanitary Sewer

Total expenses
Increases in net assets before transfers
Transfers

Increase in net assets
Net assets, beginning
Net assets, ending

2012

$ 3,981,829 $
[,254,258

447,107

4,249,041
641,009

6,273,90[
3,761,739
1,086,103

2[,694,987

3,386,360
9,361,819
1,970,762
3,963,152
2,929,355

692,975

22,304,423
(609,436)
201,217

(408,219)
45,876,171

$ 45,467,952 $

2011

4,175,952 $
1,541,643

908,292

4,176,189
1,060,395
6,297,365
3,906,879
1,090,772

23,157,487

3,265,463
8,782,942
3,517,938
3,999,354
2,907,768

752,008

23,225,473
(67,986)
165,783
97,797

45,778,374
45,876,171 $

6

2012

2,722,648 $

45,998
2,768,646

3,120,284
3,120,284
(351,638)
(201,217)
(552,855)

15,365,161
14,812,306 $

2011

2,542,750 $

39,175

76,378
2,658,303

2,890,743
2,890,743
(232,440)
(165,783)
(398,223)

15,763,384
15,365,161 $

2012

6,704,477 $
1,254,258

447,107

4,249,041
641,009

6,273,901
3,761,739
1,132,101

24,463,633

3,386,360
9,361,819
1,970,762
3,963,152
2,929,355

692,975
3,120,284

25,424,707
(961,074)

2011

6,718,702
1,541,643

947,467

4,176,189
1,060,395
6,297,365
3,906,879
1,167,150

25,815,790

3,265,463
8,782,942
3,517,938
3,999,354
2,907,768

752,008
2,890,743

26,116,216
(300,426)



Governmental Activities

Governmental activities decreased the City's net assets by $408,219. Sales and use taxes, the largest governmental
category, were $6,273,901 or 28.9% of total revenues from governmental activities. For the fiscal year ended
September 30, 2012 revenues totaled $24,463,633 (governmental and business-type). Revenues from governmental
activities totaled $21,694,987 or 88.7% of the total City revenues. With the exception of property tax revenues which
slightly increased, all other tax revenues as well as all program revenues from various charges for services and grant
reimbursements decreased from the previous fiscal year. Expenses from governmental activities totaled $22,304,423 or
87.7% of the total City expenses. Expenses decreased primarily due to less TIP reimbursements in FY 2012.

Certain revenues are generated that are specific to governmental program activity. These totaled $5,683,194. The
following table shows expenses and net costs of services of the governmental activities for the year ended September
30,2012 and 2011:

Net Cost of City of Grandview Governmental Activities

Total Costs of Service
2012 2011

Net Costs of Service
2012 2011

General government
Public safety
Community development
Public works
Culture and recreation
Interest on long-term debt

Total

$ 3,386,360
9,361,819
1,970,762
3,963,152
2,929,355

692,975
$ 22,304,423

$ 3,265,463
8,782,942
3,517,938
3,999,354
2,907,768

752,008
$ 23,225,473

$ 1,334,305
8,159,322
1,884,892
2,618,407
1,931,328

692,975
$ 16,621,229

$ 1,219,980
7,570,797
3,196,934
1,893,306
1,966,561

752,008
$ 16,599,586

TOTAL COSTS OF SERVICES

3,386,360
15%

3,963,152
18%

692,975
3%

9,361,819
42%

7

•D
EJ
D

General government

Public safety

Community
development

Public works

Culture and
recreation

Interest on long-term
debt



As previously noted, expenses from governmental activities totaled $22,304,423. However, net costs ofthese services
were $16,621,229. The difference represents direct revenues received from charges for services of $3,981,829,
operating grants & contributions of $1,254,258, and capital grants and contributions of $447,107. Taxes and other
revenues of $16,213,010 were collected to cover these net costs.

Business-type Activities

Business-type activities decreased the City's net assets by $552,855 which included net transfers out of $201,217.
Even though operating revenues increased by $179,898 primarily due to a sewer rate increase of 8%, expenses also
significantly increased by $229,541 due to increased sewer maintenance ~d operating costs and sewer treatment
charges.

Financial Analysis ofthe City's Funds

The General Fund is the chief operating fund of the City. The fund balance of the General Fund at September 30,2012
was $5,873,472 or 40.1 % of actual expenditures. The fund balance decreased $161,388 from the previous year's
balance which was due to the excess of expenditures over revenues of $926,106, net operating transfers in of $740,172,
and gain on sale of capital assets of $24,546. Total general fund revenues decreased by 5.8% and general fund
expenditures increased by 2.5%. The City recognizes the need for a fund balance that can adequately absorb any
downturn in economic events to avoid changes and reductions in service levels. Thus the City is firmly committed to
maintaining at a minimum, an amount equal to 20% of expenditures in the General Fund balance.

The Transportation Sales Tax Fund ended the year with a fund balance of $704,312, a decrease of $1,762,630 or
71.5% which primarily resulted from operating transfers out of $415,000 and increased project costs on budgeted street
construction projects in process or competed during FY 2012.

The Capital Improvement Sales Tax Fund ended the year with a fund balance of $2,194,655, a slight increase of
$33,138 or 1.5% which is due to taxes received, grant reimbursements, and investment earnings in excess of capital
outlay costs during FY 2012.

The Parks and Public Works Projects Fund was established in FY 2009 to account for various park improvement
capital projects and the construction of a Public Works / Parks maintenance facility. It was funded with the issuance of
2009 series general obligation bonds in the amount of $3,300,000 and the issuance of 2010 series general obligation
bonds of $4,250,000. It ended the year with a fund balance of $2,889,549, a decrease of $1,694,036 or 37.0% due to
continued progress on the construction of the new Parks / Public Works maintenance facility and various park
improvement projects.

The General Debt Service Fund ended the year with a fund balance of$1,141,437, an increase of $53,207 or 4.9% due
to more property tax revenues received than debt expenditures incurred during FY 2012.

The Tax Increment Financing (TIF) Fund is a combination of all the City's active TIF projects which is overseen by
the TIF Commission. It ended the fiscal year with a fund balance of $1,429,385, a decrease of $667,182 or 31.8%
which is primarily due to payments to taxing districts, debt service payments, and various transfers out in excess of tax
revenues received during FY 2012.

8



General Fund Budgetary Highlights
The final General Fund expenditure budget increased by $253,577 over the previous fiscal year. The budget increase
primarily affected personal services and purchased services. The supplies budget remained essentially unchanged and
the general fund capital outlay expenditure budget was insignificant. There was an increase of budgeted transfers to
other funds of $300,000 for a net increase in budgeted expenditures and transfers out for FY 2012 of 3.7%. Budgeted
revenues were 5.2% more than the prior fiscal year, including an increase in budgeted transfers from other funds of
$648,100.

Actual general fund revenues including transfers in were $302,144 or 2.0% less than budgeted which was primarily
due to a decrease in various franchise tax revenues and interest earnings. Actual expenditures and transfers out were
$218,140 or 1.4% less than budgeted.

General fund budget amendments of $592,000 including transfers were processed during the fiscal year.

Capital Asset and Debt Administration

Capital Assets

The City's investment in capital assets for its governmental and business-type activities as of September 30,2012, is
$58,755,700 (net of accumulated depreciation). The investment in capital assets includes land, buildings, system
improvements, machinery and equipment, park facilities and infrastructure. Capital assets increased by $2,048,495
during FY 2012.

City of Grandview's Capital Assets
(Amounts expressed in thousands, net of depreciation)

Governmental Business-type
Activities Activities Total

2012 2011 2012 2011 2012 2011
Land $ 3,220 $ 3,108 $ $ $ 3,220 $ 3,108
Construction in process 2,900 2,466 2,900 $ 2,466
Buildings 9,600 10,229 9,600 10,229
Improvements 3,133 1,975 3,133 1,975
Machinery and equipment 2,771 3,106 245 328 3,016 3,434
Infrastructure 27,058 25,547 9,829 9,948 36,887 35,495

Total $ 48,682 $ 46,431 $ 10,074 $ 10,276 $ 58,756 $ 56,707

Additional information regarding the City's capital assets can be found in Notes 1 and 5 to the basic fmancial
statements.
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Major capital events during the currentfiscal year included the following:

• Main Street project totaling $1,408,200.
• Public Works and Parks Maintenance Facility totaling $1,264,000.
• Botts Road project totaling $558,800.
• East 135th Street project totaling $541,320.
• Street overlay and slurry seal totaling $460,000.
• Meadowmere park improvements totaling $325,600.
• Sidewalk and Curb repair and replacement totaling $183,500.
• Street Sweeper replacement totaling $163,500.
• Police vehicle replacement totaling $162,000.
• Land Acquisition totaling $111,500.
• Storm Sewer project totaling $107,600.
• Financial Management System totaling $75,000.

Future capital events include the following:

• Parks improvements totaling $1,514,500.
• Main Street project totaling $1,500,000.
• Street overlay, slurry seal, and curb repair totaling $505,000.
• Park maintenance projects and equipment totaling $482,000.
• Ambulance replacement totaling $279,000.
• Police vehicle replacement totaling $175,000.
• New curb construction and repairs totaling $150,000.
• Public Works vehicle and equipment replacement totaling $120,000.
• Sewer equipment replacement totaling $100,000.
• Storm drainage projects totaling $100,000.
• New sidewalk construction and repairs totaling $75,000.
• Concrete channel repairs totaling $75,000.

Debt Administration

The City, at the end ofFY 2012, had $21,221,397 of outstanding obligations from governmental activities. This was a
decrease of $1,446,796 from the previous year. The City had no outstanding debt from business-type activities.

City of Grandview's Outstanding Debt
(Amounts expressed in thousands)

Governmental
Activities

Governmental G.O. Bonds
Certificates of Participation
TIF Loan
Developer Agreements

Total

10

2012

$4,590
8,050
4,660
3,921

$21,221

2011

$5,500
8,405
4,820
3,943

$22,668



During FY 2012, $910,000 of general obligation debt, $355,000 in certificates of participation and $160,000 of the TIP
Loan were retired. In addition, new developer agreements were approved for $142,509 and payments were processed
on developer agreements for $164,305.

As of September 30, 2012, the City's total issued General Obligation (G.O.) Bonded Debt was $4,590,000. The City
has statutory authority to issue debt equal to 20% of the City's total assessed valuation or $52,076,617. This, less our
outstanding debt, and available cash leaves a legal debt margin of $48,628,054, which is 93.4% of the City's total
bonding capacity.

The City's most recent General Obligation Bonds have been rated AA- from Standards & Poor and the Certificates of
Participation have been rated Aa3 by Moody's Investors Service. Bonds so rated are judged to be of upper grade.
Factors contributing to the upgrade include a strong development pattern, favorable financial performance that reflects
an expanding local economy, debt position, General Fund balance and strong voter support.

Additional information regarding the City's Long-term Debt can be found in Note 6 to the basic financial statements.

Economic Factors and Next Year's Budget and Rates

In light of recent economic conditions, next year's proposed General Fund budget was determined based on a slight
decrease in both revenues and expenditures. Budgeted revenues including transfers have been decreased by $782,066
or 5.1 % and budgeted expenditures including transfers reflect an overall decrease of $848,052 or 5.5%.

For FY 2013, the General Fund property tax levy rate is $1.00 in accordance with state requirements. The City's fees
and charges for the governmental activities are unchanged while the business-type activities reflect an increase of 8%.

Requests for Information

This financial report is designed to provide the reader a general overview of the City's finances. Questions or requests
for more information concerning any of the information provided in this report should be directed to Shirley A. Moses,
Director of Finance, City of Grandview, 1200 Main Street, Grandview, MO 64030.
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CITY OF GRANDVIEW, MISSOURI
Statement of Net Assets

September 30, 2012

Total

Governmental Business-type Primary
Activities Activities Government

ASSETS
Cash and investments $ 15,585,987 $ 4,820,000 $ 20,405,987
Receivables:

Accounts 867,905 349,648 1,217,553
Property taxes 273,808 273,808
Other taxes 1,689,553 1,689,553
Accrued interest 78,980 23,533 102,513
Due from other governments 389,162 389,162

Prepaid items 287,247 287,247
Restricted assets:

Cash and investments 749,054 749,054
Accrued interest 5,917 5,917
Loan receivable 449,663 449,663

Unamortized debt issue costs 332,046 332,046
Capital assets:
Nondepreciable 7,717,194 7,717,194
Depreciable, net 40,964,691 10,073,815 51,038,506

Total assets 69,391,207 15,266,996 84,658,203

LIABILITIES
Accounts payable 1,395,061 383,916 1,778,977
Accrued liabilities 467,353 16,604 483,957
Unearned revenue 28,182 28,182
Liabilities payable from restricted assets:

Accrued interest payable 77,262 77,262
Deposits due others 166,147 166,147

Long-term liabilities:
Due within one year 2,325,484 39,043 2,364,527
Due in more than one year 19,463,766 15,127 19,478,893

Total liabilities 23,923,255 454,690 24,377,945

NET ASSETS
Invested in capital assets,

net of related debt 39,532,182 10,073,815 49,605,997
Restricted:

Debt service 2,753,494 2,753,494
Capital projects 2,898,967 2,898,967
Cultural and recreation 1,298,682 1,298,682
Other purposes 156,806 156,806

Unrestricted (deficit) (1,172,179) 4,738,491 3,566,312
Total net assets $ 45,467,952 $ 14,812,306 $ 60,280,258

The accompanying notes to the basic fmancial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI

Statement of Activities

For the Year Ended September 30,2012

Net (Expense) Revenue and
Changes iu Net Assets

Program Revenues Primary Government
Operating Capital

Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities

General government $ 3,386,360 $ 2,052,055 $ $ $ (1,334,305) $ $ (1,334,305)
Public safety 9,361,819 839,944 362,553 (8,159,322) (8,159,322)
Community development 1,970,762 85,870 (1,884,892) (1,884,892)
Public works 3,963,152 15,933 881,705 447,107 (2,618,407) (2,618,407)
Culture and recreation 2,929,355 988,027 10,000 (1,931,328) (1,931,328)
Interest on long-tenn debt 692,975 (692,975) (692,975)

Total governmental activities 22,304,423 3,981,829 1,254,258 447,107 (16,621,229) (16,621,229)

Business-type activities
Sanitary sewer 3,120,284 2,722,648 (397,636) (397,636)

Total primary government $ 25,424,707 $ 6,704,477 $ 1,254,258 $ 447,107 (16,621,229) (397,636) (17,018,865)

General revenues:
Taxes:

Property taxes, levied for general purpose 2,816,300 2,816,300
Property taxes, levied for debt service 1,085,123 1,085,123
Property taxes, levied for recreation 347,618 347,618
Intergovernmental activity taxes 641,009 641,009
Sales and use taxes 6,273,901 6,273,901
Franchise and business taxes 3,761,739 3,761,739
Intergovernmental not restricted to a specific purpose 150,175 150,175

Investment earnings 191,132 45,319 236,451
Miscellaneous 724,610 679 725,289
Gain on sale of capital assets 20,186 20,186

Transfers 201,217 (201,217)

Total general revenues and transfers 16,213,010 (155,219) 16,057,791
Change in net assets (408,219) (552,855) (961,074)

Net assets, beginning of year 45,876,171 15,365,161 61,241,332
Net assets, end of year $ 45,467,952 $ 14,812,306 $ 60,280,258

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI

Balance Sheet - Governmental Funds

September 30, 2012

Tax
Capital Parks and Increment Non-Major Total

General Transportation Improvement Public Works General Debt Financing Governmental Governmental
Fund Sales Tax Sales Tax Projects Service Fund Funds Funds

ASSETS
Cash and investments $ 5,082,896 $ 1,012,340 $ 2,052,413 $ 3,197,635 $ 1,128,874 $ 270,766 $ 2,622,400 $ 15,367,324
Receivables:

Accounts 699,206 168,699 867,905
Property Taxes 165,379 60,773 47,656 273,808
Sales and franchise taxes 1,002,975 172,988 191,448 128,990 193,152 1,689,553
Accrued interest 24,406 7,643 9,383 19,571 5,128 11,720 77,851

Due from other funds 14,953 14,953
Due from other governments 183,262 190,852 15,048 389,162
Prepaids, deposits and other assets 274,152 13,095 287,247
Restricted assets:

Cash and investments 166,147 582,907 749,054
Accrued interest 5,917 5,917
TIP loan receivable 449,663 449,663

Total assets $ 7,613,376 $ 1,192,971 $ 2,253,244 $ 3,217,206 $ 1,194,775 $ 1,629,095 $ 3,071,770 $ 20,172,437

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 406,588 $ 488,659 $ 58,589 $ 327,657 $ 486 $ 8,858 $ 104,186 $ 1,395,023
Accrued liabilities 417,754 33,491 451,245
Court and performance bonds 166,147 166,147
Due to other funds 14,953 14,953
Deferred revenue 749,415 52,852 190,852 209,820 1,202,939

Total liabilities 1,739,904 488,659 58,589 327,657 53,338 199,710 362,450 3,230,307

Fund balances:
Nonspendable 274,152 13,095 287,247
Restricted 704,312 2,194,655 2,889,549 1,141,437 1,429,385 1,639,928 9,999,266
Committed 8,150 8,150
Assigned 44,510 1,056,297 1,100,807
Unassigned 5,546,660 5,546,660

Total fund balances 5,873,472 704,312 2,194,655 2,889,549 1,141,437 1,429,385 2,709,320 16,942,130

Total liabilities and fund balances $ 7,613,376 $ 1,192,971 $ 2,253,244 $ 3,217,206 $ 1,194,775 $ 1,629,095 $ 3,071,770 $ 20,172,437

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets

September 30,2012

Fund balances of governmental funds

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

Capital assets used in governmental activities are not financial resources and therefore
are not reported in the governmental fund statements.

Long-term liabilities for items such as bonds and certificates ofparticipation are not
current obligations and, therefore, not recorded in the governmental fund statements.

Certain revenues are not available to pay for current period expenditures and
therefore are deferred in the governmental funds.

Unamortized bond issuance costs are capitalized in the government-wide financial
statements but do not represent assets available for current obligations and therefore
are not reported in the governmental fund statements.

Liabilities for interest on long-term debt are recognized only when due in the
governmental fund statements but are accrued in the government-wide statements.

Internal service funds are used by management to charge the costs of certain activities
to individual funds. The assets and liabilities of the Internal Service fund are reported
with governmental activities in the statement ofnet assets

Net assets of governmental activities

$

$

16,942,130

48,681,885

(21,789,250)

1,174,757

332,046

(77,262)

203,646

45,467,952

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI
Statement of Revenues, Expenditures and

Changes in Fund Balances - Governmental Funds
Year Ended September 30, 2012

Tax
Capital Parks and General Increment Non-Major Total

General Transportation Improvement Public Works Debt Financing Governmental Governmental

Fund Sales Tax Sales Tax Projects Service Fund Funds Funds

RICVENUES:
Taxes 9,038,808 1,173,845 1,284,031 1,084,105 114,749 1,553,738 14,249,276

Intergovernmental activity taxes 637,451 637,451

Licenses and penn its 449,682 449,682

Intergovernmental 1,379,385 447,106 25,048 1,851,539

Charges for services 1,314,047 929,858 2,243,905

Fines and forfeitures 1,183,416 1,183,416

Investment earnings 45,508 (12,891) 30,151 94,102 404 (2,160) 34,884 189,998

Other 296,488 3,499 129,000 126,799 555,786

Total revenues 13,707,334 1,164,453 1,761,288 94,102 1,084,509 879,040 2,670,327 21,361,053

ICXPENDITURES:
Current:

General government 3,100,989 17,802 3,118,791
Public safety 8,725,708 8,725,708
Public works 1,398,517 1,398,517
Community development 678,657 201,961 671,135 1,551,753
Culture and recreation 729,569 1,541,042 2,270,611
Payments to taxing districts 273,058 273,058

Capital outlay 2,512,083 1,728,150 1,788,138 249,466 6,277,837
Debt service:

Principal retirement 910,000 324,305 355,000 1,589,305
Interest and fiscal charges 103,500 248,943 277,646 630,089

Total expenditures 14,633,440 2,512,083 1,728,150 1,788,138 1,031,302 1,048,267 3,094,289 25,835,669

Excess or revenues over
(under) expenditures (926,106) (1,347,630) 33,138 (1,694,036) 53,207 (169,227) (423,962) (4,474,616)

OTHER FINANCING SOURCES (USES):
Transfers in 1,296,172 47,000 1,149,000 2,492,172
Transfers out (556,000) (415,000) (544,955) (775,000) (2,290,955)
Sale of capital assets 24,546 24,546

Total other financing sources (uses) 764,718 (415,000) (497,955) 374,000 225,763

Net change in fund balances (161,388) (1,762,630) 33,138 (1,694,036) 53,207 (667,182) (49,962) (4,248,853)

Fund balances, beginning afyear 6,034,86U 2,466,942 2,161,517 4,583,585 1,088,230 2,096,567 2,759,282 21,190,983

Fund balances, end or year 5,873,472 704,312 2,194,655 2,889,549 1,141,437 1,429,385 2,709,320 16,942,130

The accompanying notes to the basic financial statements are an integral part of this statement

16



CITY OF GRANDVIEW, MISSOURI
Reconciliation of the Governmental Funds Statement of Revenues,

Expenditures and Changes in Fund Balance to the Statement of Activities
For the Year Ended September 30, 2012

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

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Capital outlay costs in excess of capitalization threshold
Net book value on disposal of capital assets
Depreciation

Revenues in the statement of activities that do not provide current
fmancial resources are reported as deferred revenue in the governmental
funds.

Charges of service
Tax revenues
Miscellaneous

The issuance of long-term debt provides current fmancial resources to
governmental funds, while the repayment of the principal of long-term
debt consumes the current fmancial resources of governmental funds.
Neither transaction has any effect on net assets. Also, governmental funds
report the effect of issuance costs, premiums, discounts and similar items
when debt is fIrst issued, whereas these amounts are deferred and
amortized in the statement of activities. This amount is the net effect of
these differences in the treatment of long-term debt and related items.

Development agreement obligations incurred
Payments on developer agreements
Principal payments on long-term debt
Bond issuance costs and premiums, net
Changes in accrued interest expense

Some expenses reported in the statement of activities do not require the
use of current fmancial resources and, therefore, are not reported as
expenditures in governmental funds.

Change in compensated absences payable
Change in net pension obligation
Change in OPEB obligation

Internal service funds are used by management to charge the costs of
certain activities to individual funds. The net revenue of the Internal
Service fund is reported with governmental activities

$ (4,248,853)

5,172,228
(4,360)

(2,916,805)

104,826
38,963

168,699

(142,509)
164,305

1,425,000
(58,128)

(4,758)

40,264
(87,664)
(41,337)

(18,090)

Change in net assets of governmental activities $ (408,219)

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI
Statement of Net Assets

Proprietary Funds
September 30, 2012

Enterprise Governmental
Fund Internal

Sanitary Service
Sewer Fund

ASSETS
Current assets:

Cash and investments $ 4,820,000 $ 218,663
Receivables, net:

Accounts 196,822
Unbilled services 152,826
Accrued interest 23,533 1,129

Total current assets 5,193,181 219,792

Noncurrent assets:
Depreciable capital assets, net 10,073,815

Total assets 15,266,996 219,792

LIABILITIES
Current liabilities:

Accounts payable 383,916 38
Accrued liabilities 16,604 16,108
Compensated absences 39,043

Total current liabilities: 439,563 16,146

Noncurrent liabilities
Net pension obligation 7,814
OPEB obligation 7,313

Total noncurrent liabilities 15,127

Tota11iabilities 454,690 16,146

NET ASSETS
Invested in capital assets 10,073,815
Unrestricted 4,738,491 203,646

Total net assets $ 14,812,306 $ 203,646

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI
Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended September 30, 2012

Enterprise
Fund

Sanitary
Sewer

Operating revenues:
Charges for services $ 2,722,648

Operating expenses:
Services operation and maintenance 1,120,573
Sewer treatment charges 1,738,616
Depreciation and amortization 261,095
Other

Total operating expenses 3,120,284

Operating (loss) (397,636)

Nonoperating revenues:
Investment earnings 45,319
Other income 679

Total nonoperating revenues 45,998

Income (loss) before transfers (351,638)

Transfers in 19,283
Transfers out (220,500)

Change in net assets (552,855)

Net assets, beginning of year 15,365,161

Net assets, end of year $ 14,812,306

Governmental
Internal
Service
Fund

$

19,350

19,350

(19,350)

1,134
126

1,260

(18,090)

(18,090)

221,736

$ 203,646

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI

Statement of Cash Flows

Proprietary Funds

Year Ended September 30, 2012

Enterprise Governmental
Fund Internal

Sanitary Service
Sewer Fund

Cash flows from operating activities:
Receipts from customers $ 2,697,508 $ 126
Payments to suppliers for goods and services (2,330,751) (47,749)
Payments to employees for services and benefits (579,114)

Net cash used in operating activities (212,357) (47,623)

Cash flows from noncapital financing activities:
Transfers out (220,500)

Cash flows from capital and related financing activities:
Transfers in 19,283
Acquisition and construction of capital assets (58,527)

Net cash used in capital and related fmancing activities (39,244)

Cash flows from investing activities:
Interest received 44,045 1,163

Net (decrease) in cash and cash equivalents (428,056) (46,460)

Cash and cash equivalents, beginning of year 5,248,056 297,507

Cash and cash equivalents, end of year $ 4,820,000 $ 251,047

Reconciliation of operating loss to net cash
used in operating activities:

Operating loss $ (397,636) $ (19,350)
Adjustments to reconcile operating loss to

net cash used in operations:
Depreciation and amortization 261,095
Nonoperating revenues 679 126
Chnages in assets and liabilities:

Receivables (25,819)
Accounts payable (51,149) (7)
Accrued expenses and deposits 473 (28,392)

Net cash used in operating activities $ (212,357) $ (47,623)

The accompanying notes to the basic financial statements are an integral part of this statement
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Assets

Cash and investments

Total assets

Liabilities
Due to other governments

Total liabilities

CITY OF GRANDVIEW, MISSOURI
Statement of Net Assets ­

Fiduciary Funds
September 30, 2012

$

$

$

$

Agency
Funds

62,271

62,271

62,271

62,271

The accompanying notes to the basic financial statements are an integral part of this statement
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CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30, 2012

1. Summary of Significant Accounting Policies

Introduction

The City of Grandview, Missouri (the City), was incorporated in 1912 and. covers an area of
approximately 15 square miles in Jackson County, Missouri. The City is a city of the fourth class and
operates under a Mayor-Board of Aldermen/City Administrator form of government. The City
Administrator is the chief administrative officer of the City. The City provides services to approximately
25,000 residents in many areas, including law enforcement, fire protection, paramedic services, sewer
services, community enrichment and development, and various social services. Education services are
provided by the Consolidated School District No.4, a separate governmental entity.

The accounting and reporting policies of the City conform to accounting principles generally accepted in
the United States of America applicable to local governments. The following represents the more
significant accounting and reporting policies and practices of the City.

Reporting Entity

Generally accepted accounting principles require that the fmancial statements present the City (the
primary government) and its component units. Component units are required to be included in the City's
reporting entity due to the significance of their operational or fmancial relationships with the City. Based
on the evaluation criteria, the Tax Increment Financing (TIP) Commission of Grandview, Missouri is
reported as a blended component unit. The TIP is governed by an eleven-member board of which six
members are appointed by the City. The remaining five members are appointed by the respective taxing
districts' boards. Although it is legally separate from the City, the TIP is reported as if it were part of the
primary government because its sole function is to use TIP as a method to finance infrastructure
improvements through incremental property and sales taxes. The TIP does not issue separate financial
statements.

Fund Types and Major Funds

Government-wide Statements

The statement of net assets and the statement of activities display information about the primary
government as a whole. These statements distinguish between the governmental and business­
type activities of the City. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange transactions. Business-type activities are
financed, in whole or in part, by fees charged to external parties. The government-wide statement
of activities presents a comparison between expenses and program revenues for each program of
the governmental activities. Expenses are specifically associated with a service, program or
department and, therefore, are clearly identifiable to a particular function. The City does not
allocate indirect expenses, with the exception of costs related to workers compensation insurance,
investment management fees, and vehicle fuel costs. Program revenues include charges paid by
the recipients of goods, services or privileges offered by the programs, and grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues-are presented as general revenues.
The comparison of program revenues and expenses identifies the extent to which each program is
self-financing or draws from the general revenues of the City.
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CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30, 2012

Fund Financial Statements

Fund financial statements report detailed information about the City. The focus of governmental
and proprietary fund fmancial statements is on major funds rather than reporting fund type. Each
major fund is presented in a separate column. Non-major funds are aggregated and presented in a
single column.

Governmental Funds

Governmental funds are those through which most governmental functions of the City are
financed. The acquisition, use, and balances of the City's expendable financial resources and the
related liabilities (other than those in proprietary funds) are accounted through governmental
funds.

The City reports the following major governmental funds:

General Fund - This is the City's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

Transportation Sales Tax - This special revenue fund accounts for the proceeds from a
one-half percent sales tax to be used for road and bridge improvement projects within the
City.

Capital Improvement Sales Tax - This special revenue fund accounts for the proceeds
from a one-half percent sales tax to be used for acquiring capital equipment and
improving City facilities and infrastructure.

Parks and Public Works Projects - This capital project fund accounts for the proceeds
from the Series 2009 general obligation bond issue to be used to finance various park
improvement projects, and the design of a parks and public works maintenance facility.

General Debt Service - This fund accounts for the accumulation of resources for, and the
payment of, principal, interest, and fiscal charges on the City's general obligation bonds.

Tax Increment Financing Fund - Accounts for resources of the City's tax increment
financing activities.

Proprietary Funds

The City reports the following major proprietary fund:

Sanitary Sewer Fund - This fund accounts for the acqulSltlon, operation, and
maintenance ofthe City's sanitary sewer utility facilities and services.

The City also reports the following fund type:

Internal Service Fund - This fund accounts for costs and claim amounts which are below
current insurance deductibles.
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CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30,2012

Fiduciary Funds

Agency Funds - These funds account for sales taxes collected by the City on behalf of
the Jackson County Tax Fund which accounts for property taxes collected and remitted to
Jackson County, Missouri, the 71/150 Highway Transportation Development District,
and the Grandview Crossing Community Improvement District. Agency funds are used
to report assets held in a trustee or agency capacity for others. Since by definition these
assets are being held for the benefit of a third party and cannot be used to support
activities or obligations of the City, these funds are not incorporated into the government­
wide statements.

Measurement Focus and Basis ofAccounting

Government-wide Financial Statements

The government-wide fmancial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Nonexchange transactions, in which the City gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property taxes, grants, sales taxes
and donations. Revenue from grants and donations are recognized in the fiscal year in which all
eligibility requirements have been satisfied. This is a similar approach to that used in the
preparation of proprietary fund financial statements but differs from the manner in which
governmental fund financial statements are prepared. Therefore, the governmental fund financial
statements include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds.

Governmental Fund Financial Statements

All governmental funds are accounted for using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this basis, revenues are recognized
when they are both measurable and available. Revenues are recognized in the accounting period
in which they become measurable and available. Expenditures are recognized in the accounting
period in which the fund liability is incurred, if measurable.

Revenue Recognition

In applying the susceptible to accrual concept under the modified accrual basis, certain revenue
sources are deemed both measurable and available. The City considers funds available if
collectible within the current period or within 60 days of year-end and available to pay
obligations of the current period. This includes investment earnings and state-levied locally
shared taxes, including motor vehicle fees. Reimbursements due for federally funded projects are
accrued as revenue at the time the expenditures are made, or when received in advance, deferred
until expenditures are made.

The City's property tax is levied by Jackson County, Missouri ( the County) each September 1st

on the assessed value of the prior January 1st date for all real and personal property located within
the City. Property taxes are billed by the County on November 1sl of each year, and are
considered to be delinquent by the County after December 31 st following the levy date.

Other revenues, including licenses and permits, certain charges for services, and miscellaneous
revenues, are recorded as revenue when received in cash because they are generally not
measurable until actually received.

24



CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30,2012

Expenditure Recognition

The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Most expenditures are measurable and are
recorded when the related fund liability is incurred. However, principal and interest on general
long-term debt, which have not matured are recognized when due. Allocations of cost, such as
depreciation and amortization, are not recognized in the governmental funds.

Proprietary Fund Financial Statements

All proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are primarily finances by user charges. The economic resource
measurement focus concerns determining costs as a means of maintaining the capital investment
and management control. Revenues are recognized when they are earned and their expenses are
recognized when they are incurred. Proprietary fund operating revenues, such as charges for
services, are defmed as those that result from exchange transactions associated with the principal
activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Operating revenues and expenses generally result from providing
services and producing and delivering goods in connection with the proprietary fund's ongoing
operations. Operating expenses include the cost of services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as non-operating revenue and expenses. Non-operating revenues, such as investment earnings,
are those that result from non-exchange transactions or ancillary activities.

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

Cash and Investments

The City maintains a cash and investment pool in which a majority of the City's funds share. Each fund
type's portion of this pool is displayed in the financial statements as cash and investments, and
investments made in accordance with bond ordinances are reflected as restricted cash and investments.
The City's cash and investments are primarily considered to be cash on hand, certificates of deposits, and
federal agency securities. The City reflects money market investments with a maturity of one year or less
at the time of purchase at amortized cost, which approximates fair value. All other investments are
reported at fair value based on quoted market prices. Interest earned from the pool is allocated to the
funds on the basis of average monthly cash and investment balances. Funds with overdrawn balances are
not charged interest.

Accounts Receivable

Governmental activities accounts receivable consists of ambulance charges, code violation charges and
other miscellaneous services provided to citizens. Business-type activities represent billed and unbilled
sewer charges.

Prepaid Items

Prepaid items reflect a deposit for the purchase of equipment and the payment of insurance premiums for
coverage that benefits more than one fiscal period. The premium amounts are amortized over the policy
periods.
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CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30, 2012

Restricted Assets

Certain unspent proceeds of the City's bonds and TIF loan, as well as certain resources set aside for their
repayment, are classified as restricted assets on the applicable balance sheets and statement of net assets
because they are maintained in separate bank or trust accounts and their use is limited by applicable bond
covenants. Restricted assets in the General Fund consist of amounts held for court and performance
bonds.

Capital Assets

Capital assets include land, buildings, improvements, equipment, and infrastructure assets (e.g., roads,
bridges, storm sewers, and similar items) and are included in the applicable governmental or business­
type activities columns in the government-wide financial statements. In the governmental fund financial
statements, capital assets are charged to expenditures as purchased, and capitalized in the proprietary fund
statements. Capital assets are defined by the City as assets with a cost of $5,000 or greater and an
estimated useful life of at least one year. All purchased capital assets are valued at cost where historical
records are available and at an estimated historical cost where no historical records exist. Donated capital
assets are valued at their estimated fair value on the date received. Additions or improvements and other
capital outlays that significantly extend the useful life of an asset or that significantly increase the
capacity of an asset are capitalized.

Major outlays for capital improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of the business-type activities is included as part of the
capitalized value of the assets constructed. There was no interest capitalized during the year. All capital
assets, except land and construction in progress, are depreciated. Depreciation on these assets is recorded
as an allocated expense in the Statement of Activities with accumulated depreciation reflected in the
Statement of Net Assets and is provided on the straight-line basis over the following estimated useful
lives:

Years
Governmental activities:

Buildings
Infrastructure
Improvements, other than buildings
Furniture and fixtures
Equipment
Vehicles

Business activities:
Sanitary sewer lines
Equipment

Compensated Absences

25 to 50
20 to 50
15 to 50
5 to 20
5 to 15

6

80
7 to 8

Under terms of the City's personnel policy, non-union employees are granted paid time off (PTO) and
short-term disability leave in varying amounts, based upon length of service. Paid time off begins to
accrue from the date of hire into a part-time or full-time position and may not be taken until it is earned.
A maximum of 232 hours may be rolled over to the following fiscal year. Unused paid time off of greater
than 232 hours at the end of each fiscal year will be forfeited. Employees will receive Family and Medical
Leave protection concurrently with qualified PTO. Employees will be paid for unused PTO upon
separation from the City after six months of employment.
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CITY OF GRANDVIEW, MISSOURI
Notes to the Basic Financial Statements

September 30, 2012

In addition, all regular non-union full-time employees are eligible for 8 hours paid time off per fiscal year
to be used for wellness visits and 8 hours for a floating holiday. Wellness and floating holiday time not
used at the end of the fiscal year will be forfeited. Approved paid time off for wellness and prevention
will not be deducted from the employee's paid time off accrual.

All regular non-union full time employees will accrue 8 hours per month, with a maximum accrual of
1000 hours, to be used as Short-Term Disability. Short-Term Disability Leave is 100% paid leave for an
employee who is unable to work due to the need to care for a spouse, dependent child, or parent with a
serious health condition. Injuries or illnesses covered by worker's compensation are not eligible for Short
Term Disability benefits. The employee is eligible for Short-Term Disability benefit only after 40 hours
consecutive absence for a single event. Nonunion employees who are actively employed at the time of
elective, qualified retirement, receive a lump sum payment equal to 25% of their accumulated short term
disability hours, subject to a maximum payment of 250 hours. Vested or accumulated paid time off and
short term disability is accrued when earned in the government-wide and proprietary financial statements.
A liability is reported in the governmental funds only if it has matured as a result of employee
resignations or retirements.

Long-term Liabilities

The accounting treatment of long-term debt depends on whether the assets are used in governmental fund
operations or proprietary fund operations and whether they are reported in the government-wide or fund
financial statements.

All long-term debt to be repaid from governmental resources is reported as liabilities in the government­
wide statements. The long-term debt consists primarily of certificates of participation payable, revenue
bonds payable, developer obligations payables, and accrued compensated absences.

Long-term debt for governmental funds is not reported as a liability in the fund financial statements. The
debt proceeds are reported as other fmancing sources and payment of principal and interest are reported as
expenditures. The accounting for long-term debt in the proprietary fund is the same in the fund
statements as it is in the government-wide statements.

Deferred Revenue

Deferred revenue in the governmental funds include measurable but unavailable amounts of delinquent
property taxes, ambulance charges, and code violation charges.

Inteifund Transfers

Permanent re-allocation of resources between funds of the reporting entity are classified as interfund
transfers. For the purpose of the Statement of Activities, all interfund transfers between individual
governmental funds have been eliminated.
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Fund Balances

As of September 30,2011 the City implemented GASB Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions. This statement changed the fund balance classifications
for the governmental funds. In the fund financial statements, governmental funds now report the
following fund balance classifications:

Non-Spendable - This consists of amounts that cannot be spent because they are either not in
spendable form or legally or contractually required to be maintained intact.

Restricted - This consists of amounts where constraints are placed on the use of those
resources which are either externally imposed by creditors, grantors, contributors, laws or
regulations of other governments, or imposed by law through constitutional provisions or
enabling legislation.

Committed - This consists of amounts which can only be used for specific purposes pursuant
to constraints imposed by Ordinances passed by the Board of Aldermen.

Assigned - This consists of amounts which are constrained by City management's intent for
these to be used for a specific purpose but are neither formally restricted by external sources
nor committed by Board of Aldermen action. The City Administrator has the authority to
assign amounts for a specific purpose in this category pursuant to the City's GASB 54 policy
passed by the Board of Aldermen. Likewise, the City Administrator has the authority to take
necessary actions to un-assign amounts in this category.

Unassigned - This consists of the residual fund balance that does not meet the requirements
for the non-spendable, restricted, committed, or assigned classifications. A positive
unassigned fund balance is only possible in the general fund.

The City has a fund balance policy that provides guidance for programs with multiple revenue
sources. The policy is to use restricted resources first when an expenditure is incurred for purposes
for which both restricted and unrestricted fund balance is available. For purposes of fund balance
classification expenditures are to be spent from restricted fund balance first, followed in order by
committed fund balance, assigned fund balance and lastly unassigned fund balance.

The City has a minimum Unassigned Fund Balance policy for the General Fund equal to 20% of
annual revenues. Detailed information on the City's governmental fund balance classifications may
be found in Note 12 in the notes to the fmancial statements.
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Net Assets

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

Invested in Capital Assets, Net of Related Debt - This consists of capital assets, net of
accumulated depreciation, less the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction or improvement of
those assets.

Restricted - This consists of net assets that are legally restricted by outside parties or by law
through constitutional provisions or enabling legislation.

Unrestricted - This consists of net assets that do not meet the definition of "restricted" or
"invested in capital assets, net of related debt."

Statement ofCash Flows

Proprietary Fund investments maintained in the City's pooled investments are readily convertible to
known amounts of cash, and so near to their maturity that they present insignificant risk of changes in
value because of changes in interest rates, and generally have a maturity of less than three months when
purchased. Accordingly, for purposes of the statement of cash flows, these investments are considered
cash equivalents.

Stewardship, Compliance and Accountability - Budgeting

The Missouri Revised Statutes (RSMo) require all political subdivisions of the State prepare an annual
budget. Governmental funds required to have legally adopted budgets include the general fund. Annual
budgets for all governmental funds are adopted using the modified accrual basis of accounting, modified
further by the encumbrance method of accounting. Budgeted expenditures cannot exceed budgeted
revenues and unencumbered positive fund balances as required by Section 67.010 RSMo.

Use ofEstimates

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

2. Deposits and Investments

A summary of the carrying values of deposits, investments and petty cash at September 30, 2012 is as
follows:

Deposits

Investments

Petty Cash

Total

29

$ 3,489,662

17,719,145

8,505

$ 21,217,312
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20,405,987

749,054

These carrying values are reflected on the financial statements as follows:

Government-wide:

Deposits and investments $
Restricted assets

21,155,041

62,271

21,217,312

Agency fund:
Deposits and investments

Total $================
Investment Policy

The City deposits and invests all monies as allowed by state statute and in accordance with its investment
policy. State statutes allow the City to deposit in open accounts and certificates of deposit, and to invest
in direct obligations of the U.S. Government, u.s. Government agency obligations and repurchase
agreements. Statutes also require that collateral pledged must have a fair value equal to 100% of the
funds on deposit, less insured amounts. The City's policy is to require collateral pledged at a fair value
equal to 103% of the funds on deposit, less insured amounts. Collateral securities must be held by the
City or a disinterested third party and must be of the kind prescribed by states statutes and approved by
the State of Missouri.

The City maintains a cash and investment pool, which is available for use by most funds. Substantially,
all excess cash is invested in repurchase agreements, certificates of deposits, and federal agency
securities. Each fund's portion of this pool is displayed as pooled cash and investments or in restricted
assets. Interest earned is allocated to the funds on the basis of average monthly cash and investment
balances. Cash and investments are held separately by some of the City's funds. Additionally, certain
restricted assets are invested in accordance with bond ordinances by the trustee in money market mutual
funds and U.S. Government agency obligations.

The carrying amount, maturity segment, and ratings for the City's investments at September 30,2012 are
as follows:

Investment Maturity

Under One to
one year five years Rating

Pooled investments

Federal Home Loan Bank
FNMA
FHLMC

$ $ 2,089,880
9,507,553
5,538,805

AA+
AA+
AA+

Restricted investments

Gateway Conunons TIF Fund:
Financial Square Treasury Money Market Fund 582,907 AAAm

$ 582,907 =$==1=7=,1=36"",,=23==8
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Credit Risk

Credit risk is the risk that the issuer or other counterparty to an investment will be unable to fulfill its
obligations. It is the City's policy to minimize credit risk by limiting its investments to Certificates of
Deposit, bonds, or other obligations of the United States, and other debt securities given the highest
available rating by a nationally recognized statistical rating organization. The ratings shown above are by
Standard & Poor's as of year-end for each investment.
Custodial Credit Risk

The custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, the City will not be able to recover deposits or will not be able to recover collateral securities
that are in the possession of an outside party. For deposits, the City follows state statutes which require
pledged collateral with a fair value equal to 100% of the funds on deposit, less insured amounts. The
custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, the City will not be able to recover the value of its investment or collateral securities that are
in the possession of an outside party. The City's policy is to collateralize all deposits and repurchase
agreements with securities held by the financial institution's agent and in the City's name but does not
limit the holdings of anyone counterparty.

At September 30, 2012, the pooled U.S. Government agency investments were held by the City's
financial institution in the City's name. The securities underlying the repurchase agreement were held by
the financial institution's agent in the City's name. Restricted investments are held in the City's name by
the bond trustee in accordance with the related bond indentures.

At September 30, 2012, the City's deposits were insured by Federal depository insurance and uninsured
deposits were fully collateralized by securities held by the City's agent in the City's name.

Interest Rate Risk

The City's investment policy limit investment maturities to five years as a means of managing its
exposure to fair value losses arising from changes in interest rates. To minimize the risk of loss, the City
matches investments to anticipated cash flows and diversifies the investment types to the extent
practicable. The City has elected to use the segmented time distribution method of disclosure for its
interest rate risk.

The U.S. Government agency obligations above have call dates ranging from March 8, 2013 to September
25,2017.

Concentration ofCredit Risk

The City's investment policy does not limit the amount that can be invested with anyone issuer.
Investments that represent more than 5% of the City's investments consist of U.S. Government agency
securities and are included above.
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3. Tax Revenues

Tax revenues, including interest and penalties, by fund type for fiscal year 2012 were as follows:

Capital General Nonmajor

General Transportation Improvement Debt TIF Governmental

Fund Sales Tax Sales Tax Service Fund Funds Total

$ 2,782,583 $ $ $ 1,084,105 $ $ 346,948 $ 4,213,636

2,568,078 1,173,845 1,284,031 114,749 1,133,197 6,273,900

Property tax

Sales tax

Intergovernmental

activity taxes

Franchise tax 3,585,261

Transient guest tax

Cigarette tax 102,886

637,451

73,593

637,451

3,585,261

73,593

102,886

Total $ 9,038,808 $ 1,173,845 $ 1,284,031 $ 1,084,105 $ 752,200 $ 1,553,738 $14,886,727

The City's property tax is levied each September 1 on the assessed value as of the prior January 1 for all
real and personal property located in the City. Property taxes are billed by Jackson County on November
1, and are considered delinquent after December 31 following the levy date. The City and County collect
property taxes on behalf of each other and each receives a fee equal to 1.0% to 1.6%, respectively, of the
gross amount of taxes collected. Taxes held on behalf of the County are reported in the Jackson County
Tax Agency Fund. Taxes remaining unpaid for two years after that date are submitted to Jackson County
for collection through foreclosure proceedings.

Assessed values are established by the Jackson County Assessor subject to review by the County's Board
of Equalization and State Tax Commission. The assessed value for real property, including railroad and
utility properties, located in the City as of January 1,2011, on which the fiscal 2012 levy was based, was
$258,787,123.

The City is permitted by Missouri state statutes to levy taxes up to $1.00 per $100 of assessed valuation
for general governmental services, other than payment of principal and interest on long-term debt, up to
$.20 per $100 of assessed valuation for recreation and in unlimited amounts for the payment of principal
and interest.

Property tax levies per $100 assessed valuation for the budget year ended September 30, 2012, were as
follows:

General Fund
Park Levy Fund
Debt Service Fund

$ 1.0000
0.1200
0.3800

Total Levy $ 1.5000

The City has passed ordinances to establish fifteen tax increment financing districts (TIP). The
establishment of these districts allows the City to provide public improvements to encourage developers
to construct and make new investments within blighted, conservation or economic areas. Through the use
of TIP districts, the City can utilize the taxes generated by the incremental increase in property values and
sales taxes from the date the TIP was established and the combined levies of all taxing jurisdictions for
infrastructure improvements.
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Sales tax revenues result from a 1% levy on all receipts from the retail sale of tangible personal property
or taxable services within the City subject to taxation by the State of Missouri. Transportation sales tax
revenues result from a 1/2 of 1% levy on all receipts and is for the purpose of street maintenance. The
capital improvement sales tax revenues result from a 1/2 of 1% levy on all receipts and is to be used to
acquire equipment and make City facility and infrastructure improvements. The community center sales
tax revenues result from a 1/2 of 1% levy on all receipts to be used to construct and operate a community
center.

Property taxes receivable include related interest and penalties, and other taxes receivable consist of sales,
local use, cigarette and franchise taxes, reduced by an appropriate allowance for uncollectible taxes.

4. Intergovernmental Revenue

Intergovernmental revenues during fiscal year 2012 consisted of the following:

General Capital Improvement Non-major
Fund Sales Tax Governmental Funds Total

Federal:
Department of Justice $ $ $ 15,048 $ 15,048
Highway safety 2,828 2,828
Department of Transportation 447,106 447,106

State:
Motor vehicle fuel tax 625,772 625,772
Motor vehicle sales tax 149,708 149,708
Vehicle registration fees 106,225 106,225
Finanical insitution tax 21,370 21,370
Real rep lacement tax 128,805 128,805

Other 30,888 10,000 40,888
Local:

Drug task force tax 299,327 299,327
Other 14,462 14,462

Total $1,379,385 $ 447,106 $ 25,048 $ 1,851,539

Due from other governments at September 30, 2012 consists of state vehicle fuel and sales taxes, state
vehicle registration fees, intergovernmental activity taxes, and grants.
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5. Capital Assets

Changes in capital asset activity for 2012 are as follows:

Beginning Ending

Balances Additions Deductions Balances

Governmental activities:

Capital assets, not being depreciated

Land and land rights $ 3,108,354 $ 111,564 $ $ 3,219,918

Construction in progress 2,465,626 1,736,604 (1,302,600) 2,899,630

Infrastructure in progress 2,514,994 1,380,490 (2,297,838) 1,597,646

Total capital assets, not being depreciated 8,088,974 3,228,658 (3,600,438) 7,717,194

Capital assets, being depreciated

Buildings 17,287,611 7,384 17,294,995

Improvements, other than buildings 4,265,110 1,350,254 5,615,364

Furniture, flXtures, vehicles and equipment 10,748,324 469,408 (172,495) 11,045,237

Infrastructure 45,297,732 3,716,962 49,014,694

Total capital assets, being depreciated 77,598,777 5,544,008 (172,495) 82,970,290

Less accumulated depreciation for:

Buildings 7,058,531 636,802 7,695,333

Improvements, other than buildings 2,290,554 191,493 2,482,047

Furniture, flXtures, vehicles and equipment 7,641,898 800,195 168,135 8,273,958

Infrastructure 22,265,946 1,288,315 23,554,261

Total accumulated depreciation 39,256,929 2,916,805 168,135 42,005,599

Total capital assets, being depreciated, net 38,341,848 2,627,203 (4,360) 40,964,691

Total governmental activities capital assets, net $ 46,430,822 $ 5,855,861 $ (3,604,798) $ 48,681,885

Depreciation expense charged to governmental activity functions as follows:

General government $ 248,219
Public safety 547,374
Community development 3,442
Public works 1,459,026
Cuhure and recreation 658,744

Total depreciation expense - governmental activities $ 2,916,805
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Beginning

Balances Additions Deductions

Ending

Balances

Business-type activities:

Capital assets, being depreciated
Sewer lines $ 14,183,262 $ 58,527 $ $ 14,241,789
Vehicles and equipment 752,097 752,097

Total capital assets, being depreciated 14,935,359 58,527 14,993,886

Less accumulated depreciation for:
Sewer lines 4,235,464 177,780 4,413,244
Vehicles and equipment 423,512 83,315 506,827

Total accumulated depreciation 4,658,976 261,095 4,920,071

Total capital assets, being depreciated, net 10,276,383 (202,568) 10,073,815

Total business-type activities capital assets, net $ 10,276,383 $ (202,568) $ $ 10,073,815

6. Long-term Obligations

The following is a summary of changes in long-term obligations of the City for the year ended September
30,2012:

Beginning Ending Due Within

Balances Additions Retirements Balances One Year

Governmental activities:

General obligation bonds $ 5,500,000 $ $ 910,000 $ 4,590,000 $ 960,000

Certificates of participation 8,405,000 355,000 8,050,000 405,000

Deferred amount on refunding (760,982) (49,096) (711,886)

TlF loan payable 4,820,000 160,000 4,660,000 170,000

Developer agreements 3,943,193 142,509 164,305 3,921,397

Unamortized premium 202,133 34,394 167,739

Unamortized discount (60,798) (4,197) (56,601)

*Compensated absences 830,748 897,105 937,369 790,484 790,484

*Net pension obligation 78,166 87,664 165,830

*OPEB obligation 170,950 41,337 212,287

Total $ 23,128,410 $ 1,168,615 $ 2,507,775 $ 21,789,250 $ 2,325,484

Business-type activities:

Compensated absences $ 38,158 $ 40,665 $ 39,780 $ 39,043 $ 39,043

Net pension obligation 3,683 4,131 7,814

OPEB obligation 5,726 1,587 7,313

$ 47,567 $ 46,383 $ 39,780 $ 54,170 $ 39,043

* - Primarily liquidated by the General Fund in prior years
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General Obligation Bonds

The Missouri State Constitution pennits a city, by vote of either two-thirds or four-sevenths of the voting
electorate, depending upon the date of the election, to incur general obligation indebtedness for "city
purposes" not to exceed 10% of the assessed value of taxable tangible property and to incur additional
general obligation indebtedness not to exceed, in the aggregate, an additional 10% of the assessed value
of taxable tangible property, for the purpose of acquiring rights-of-way, construction, extending and
improving streets and avenues, and/or sanitary or stonn sewer systems, and purchasing or constructing
waterworks, electric or other light plants, provided the total general obligation indebtedness does not
exceed 20% of the assessed valuation of taxable property.

At September 30, 2012, the constitutional general obligation debt limit (based on the assessed value at
January 1, 2012 of $260,383,084) was $52,076,617. General obligation debt subject to the debt limit is
$4,590,000 ofbonds outstanding, with $1,141,437 available in the General Debt Service Fund.

General obligation capital related bonds were issued in the amount of $7,550,000 to finance park
improvements and the construction of a parks and public works facility. The outstanding balances as of
September 30,2012 are as follows:

$3,300,000 General Obligation Bonds, Series 2009,
due in annual installments of $50,000 to $900,000
through March 1, 2014; interest at 2.00% to 2.50%

$4,250,000 General Obligation Bonds, Series 2010,
due in annual installments of $325,000 to $1,020,000
through March 1, 2018; interest at 1.00% to 2.25%

Total general obligation bonds

TIF Loan Payable

$ 850,000

3,740,000
$ 4.590.000

On December 1, 2003, the City entered into a financing agreement with the Missouri Development
Finance Board (MDFB) to obtain a $5,665,000 loan to finance certain public and private improvements in
the Gateway Commons TIP District No.9. The loan is due in annual installments through March 1, 2026,
with interest rates ranging from 3.125% to 5.375%. In connection with the fonnation of the TIP District
and obtaining the loan, the City has agreed to loan up to $450,000 of the proceeds to the Transportation
Development District (TDD) associated with the TIP project. The loan is subordinate' to the MDFB
bonds. At September 30, 2012, $449,663 has been advanced by the City. The incremental property and
sales taxes generated in the TIP District, as well as the amounts repaid on the TDD loan, are pledged by
the City to the repayment of this loan. Any additional amounts necessary to make the loan payments are,
subject to annual appropriation, payable from General Fund revenues. Restricted assets related to this
issue include $582,907 in the debt service related accounts. Total principal and interest remaining on the
bonds is $6,791,792. For 2012, principal and interest paid and city and intergovernmental incremental tax
revenues were $405,394 and $279,313, respectively.
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The annual debt service requirements to amortize all debt outstanding as of September 30, 2012 exclusive
of developer agreements, unamortized bond issuance premiums and discounts, deferred amount on
refunding, compensated absences, net pension obligations and other postemployment obligations are as
follows:

General Obligation Bonds TIF Loan Certificates of Participation

Principal Interest Principal Interest Principal Interest

2013 $ 960,000 $ 85,825 $ 170,000 $ 238,069 $ 405,000 $ 289,235

2014 970,000 67,200 200,000 229,644 375,000 277,535

2015 990,000 47,475 205,000 219,919 390,000 266,060

2016 1,020,000 26,100 225,000 209,169 415,000 253,985

2017 325,000 10,969 240,000 197,544 445,000 241,085

2018-2022 325,000 3,656 1,525,000 772,563 2,070,000 791,952

2022-2027 2,095,000 264,884 3,950,000 500,638

$ 4,590,000 $ 241,225 $ 4,660,000 $ 2,131,792 $ 8,050,000 $ 2,620,490

Developer Agreements

The City has four developer agreements in which developer fmanced project costs have been certified by
the City as eligible to be reimbursed from tax increment financing revenues attributable to each project.
Under tax increment financing plans, the developer may be reimbursed up to the certified cost amount
from incremental taxes during a period not to exceed 23 years. Accordingly, certified project costs in
excess of amounts reimbursed to date are reflected as a long-term obligation of the City. TIF revenues
have been projected to produce sufficient funds to reimburse the developer for certified costs. These
obligations are limited solely to the amount of incremental taxes received attributable to each respective
project; any deficiencies are the sole responsibility of the developer and do not constitute an obligation of
the City.

At September 30,2012, the amount of outstanding developer agreements was $3,921,397 and are payable
through 2025 to the extent incremental taxes are available.

For 2012, payments on the developer agreements were $164,305. Incremental revenues were $273,553
from City and intergovernmental sales and property taxes.

Conduit Debt

The City is authorized to issue industrial revenue bonds to provide financial assistance to a private-sector
entity for the acquisition and construction of industrial facilities deemed to be in the public interest.
Bonds are secured by the property financed and are payable solely from payments received on the
underlying lease agreement. Upon repayment of the bonds, ownership of the acquired facilities transfers
to the private-sector entity served by the bond issuance. The City is not obligated in any manner for
repayment of the bonds. At September 30, 2012, there are three outstanding industrial revenue bond
issues with a total principal amount of approximately $21 million.
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7. Interfund Activity

Interfund transfers for the year ended September 30,2012, were as follows:

In Out

1,296,172 $ 556,000
415,000

47,000 544,955
1,149,000 775,000

19,283 220,500

2,511,455 $ 2,511,455

General Fund $
Transportation Sales Tax
TIF Fund
Nonmajor governmental
Sanitary Sewer

Total ;;;$=",;;;,;;;;.;,;~~

Transfers are used to (l) move revenues from the fund that a statute or the budget requires to collect them
to the fund that statute or budget requires to expend them, (2) move unrestricted revenues collected in the
General Fund to finance various programs accounted for in other funds in accordance with budgetary
authorizations, (3) to segregate money for anticipated capital projects, (4) and to transfer residual balances
from closed TIP projects to the associated sales tax funds.

8. Cooperative Agreement for Sewer Service

In September 1978, the City entered into an agreement for sewerage treatment services with the Little
Blue Valley Sewer District, whereby the City was given the right to connect to the Little Blue Valley
Sewer District treatment system. Under this agreement, the City pays a quarterly fee based upon
discharge into the system. In the fiscal year ended September 30, 2012, the City incurred costs of
$1,397,987 under the provisions of this agreement. Under a similar agreement with Kansas City,
Missouri, the City incurred costs of $340,629.

9. Employees' Retirement System

Plan Description

The City 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 defmed 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 Internal Revenue Code Section 40l(a) 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 by calling 1-800-447­
4334.

Funding Policy

The City's full-time employees do not contribute to the pension plan. The City is required to contribute at
an actuarially determined rate; the current rate is 6.3% (general), 4.6% (police) and 6.2% (fire) of annual
covered payroll. The contribution requirements of plan members are determined by the governing body
ofthe City. The contribution provisions ofthe City are established by state statute.
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Annual Pension Cost

The City's annual pension cost and net pension obligation for the current year were as follows:

Annual required contribution
Interest on net pes ion obligation
Adjustment to annual required contribution

Annual pension cost
Actual contributions

Increase (decrease) in NPO
NPO, beginning ofyear

NPO, end ofyear

$

$

575,644
5,934

(4,516)

577,062
485,267

91,795
81,849

173,644

The annual required contribution (ARC) was determined as part of the February 28,2009 and/or February
28, 2010 annual actuarial valuation using the entry age actuarial cost method. The actuarial assumptions
included: (a) a rate of return on the investment of present and future assets of 7.25% per year,
compounded annually, (b) projected salary increases of 3.5% per year, compounded annually, attributable
to inflation, (c) additional projected salary increases ranging from 0% to 6% per year, depending on age
and division, attributable to seniority/merit, (d) pre-retirement mortality based on the RP-2000 Combined
Healthy Table set back 0 years for men and 0 years for women and (e) post-retirement mortality based on
105% of the 1994 Group Annuity Mortality table set back 0 year for men and 0 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 payroll on an open basis. The amortization period as
of February 29, 2009 was 30 years for the General division, I year for the Police division and 4 years for
the Fire division. The amortization period as of February 28,2010 was 30 years for the General division,
2 years for the Police division and 2 years for the Fire division.

Trend Information

The following trend information regarding annual pension cost is presented as of the system's fiscal year
ended June 30:

Fiscal Year

Ending

2010

2011

2012

Funding Status and Progress

Annual

Pension

Cost (APC)

$ 299,025

467,707

577,062

Percentage

ofAPC

Contnbuted

100.0%
82.5

84.1

$

Net
Pension

Obligation

81,849

173,644

As of February 29, 2012, the most recent actuarial valuation date, the plan was 100% funded. The
actuarial accrued liability for benefits was $16,506,433, and the actuarial value of assets was $16,534,066,
resulting in $27,633 of assets in excess of the actuarial accrued liability. The covered payroll (annual
payroll of active employees covered by the plan) was $8,419,649.

The schedule of funding progress, presented as required supplementary information following the notes to
the financial statements, presents multi-year trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.
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10. Other Post-employment Benefits

Plan Description

The City provides employees that retire under LAGERS at the same time they end their service to the
City the opportunity for continuation of medical and dental insurance coverage offered through Midwest
Public Risk (MPR), a risk pool comprised of about 100 entity members. It has been determined that MPR
functions as an agent multiple-employer plan.

Retirees who elect to continue coverage in the medical and dental plans offered through MPR are required
to pay a contribution until the employee becomes eligible for Medicare. Since the retirees pay the
premiums each year, the City's share of any premium cost is determined on the basis of a blended rate or
implicit rate subsidy calculation. This implicit rate subsidy is considered an other postemployment
benefit (OPEB) under GASB 45. The benefits and benefit levels are governed by City policy and the
MPR pool arrangement.

The pool arrangement with MPR is maintained to collect premiums and pay claims and administrative
costs and does not qualify as an OPEB plan and is not treated as holding assets in order to offset GASB
45 liabilities. The plan is not accounted for as a trust fund since an irrevocable trust has not been
established. There is no stand alone financial report for the plan.

Funding Policy

GASB Statement No. 45 does not require funding of the OPEB liability, and the City has chosen not to
fund the liability. City policy dictates the payment of retiree claims as they become due. The City does
not pay retiree benefits directly, as they are paid implicitly over time through employer subsidization of
active premiums that would be lower if retirees were not part of the experience group.

AnnualOPEB Cost and Net OPEB Obligation
The City's annual OPEB cost is calculated based on the annual required contribution (ARC) of the
employer, which represents an amount that is actuarially determined in accordance with the requirements
of GASB Statement 45. The ARC represents the level of funding that, if paid on an ongoing basis, is
projected to cover normal costs each year plus the amortization of the unfunded actuarial liability over
thirty years.

For the year ended September 30,2012, the annual OPEB costs are as follows:
Business-

Governmental Type
Activities Activities Total

Annual required contnbution $ 57,895 $ 2,141 $ 60,036

Interest on net OPEB obligation 8,519 315 8,834
Adjustment to annual required contnbution (10,556) (390) (10,946)

AnnualOPEB cost (expense) 55,858 2,066 57,924

Less: Expected net employer contnbutions 14,521 479 15,000

Increase in net OPEB obligation 41,337 1,587 42,924

Net OPEB obligation, September 30, 2011 170,950 5,726 176,676

Net OPEB obligation, September 30, 2012 $ 212,287 $ 7,313 $ 219,600
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The City's annual OPEB cost, the percentage of annual OEPB costs estimated to be contributed to the
plan, and the net OPEB obligation for the fiscal year ending September 30,2012 is as follows:

Percentage
Fiscal of Annual
Year AnnualOPEB OPEB Cost Net OPEB

Ended Cost Contributed Obligation

Governmental Activities:
9/30/2010 $ 72,365 22.1% $ 115,133
9/30/2011 71,797 22.3% 170,950
9/30/2012 55,858 26.0% 212,287

Business-Type Activities:

9/30/2010 $ 2,201 0.9% $ 3,565
9/30/2011 2,161 0.9% 5,726
9/30/2012 2,066 23.2% 7,313

Total:
9/30/2010 $ 74,566 21.5% $ 118,698
9/30/2011 73,958 21.6% 176,676
9/30/2012 57,924 25.9% 219,600

Funded Status and Funding Progress

As of July 1, 2011, which represents the most recent actuarial valuation date, the actuarial accrued
liability for benefits within the plan for the City is $418,386. There are no assets set aside for funding the
plan as of that date, thus the entire amount is unfunded. The covered payroll (annual payroll of active
employees covered by the plan) was $7,291,266, which results in a ratio of the unfunded actuarial accrued
liability (VAAL) to the covered payroll of 5.7%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject
to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

The schedule of funding progress, presented as required supplementary information following the notes to
the financial statements, presents multi-year trend information about whether the actuarial value of plan
assets increase or decrease over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.
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In the July 1, 2011 actuarial valuation, the projected unit credit actuarial cost method was used. The
actuarial assumptions included a 5% investment rate of return and an annual healthcare cost trend rate,
which includes the inflation rate assumption, of 8.5% initially, reduced by decrements to an ultimate rate
of 5% after eight years. The VAAL is being amortized on a level-dollar, open-period basis over a period
of thirty years.

11. Commitments and Contingencies

Legal Matters

There are claims and/or lawsuits to which the City is, or may be, a party as a result of certain law
enforcement activities, injuries and various other matters and complaints arising in the ordinary course of
City activities. The City also participates in a number of federal and state-assisted grant programs which
are subject to financial and compliance requirements with each applicable grant, and any disallowed costs
resulting from such audits become the liability of the City. The City's management and legal counsel
anticipate the potential claims against the City, if any, which are not covered by insurance, resulting from
such matters would not materially affect the financial position of the City.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of funds are recorded in order to reserve that portion of the applicable appropriation, is
utilized in the governmental funds. Encumbrances are reported in restricted, committed, or assigned fund
balance categories. All appropriations lapse at year-end. The following encumbrances were outstanding
at year end:

Commitments

General Fund

Transportation Sales Tax
Capital Improvement Sales Tax
Parks and Public Works Projects

Community Center
Sanitary Sewer

Total

$

$

52,660

64,117
119,101

300,013
2,409

171,413

709,713

Capital projects often extend over several years. The City has made normal commitments for future
expenditures related to capital projects programs. Project authorizations and expenditures since inception
are as follows:

Project

Main Street (Phase 2)

Main Street (Phase 3)

Main Street (Phase 4)

Farmer's Market Place
Public Works / Parks Facility

Total
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Authorization

$ 1,315,000

140,000

200,000

52,400
2,660,547

$ 4,367,947

Obligations

Since Inception

$ 1,256,639

131,593

103,938

51,601
2,491,381

$ 4,035,152
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Risk Management

The City obtains health and dental, and workers' compensation insurance coverage through its
membership in Midwest Public Risk (MPR), a not-for-profit corporation consisting of governmental
entities and political subdivisions. MPR was formed as a public entity risk retention pool to cover health
and dental, workers' compensation, and property and casualty claims for its members. MPR has been
established as assessable pools and accounting records are maintained for each line of coverage on a
policy year basis. The City pays monthly and annual premiums to MPR for all coverage. The agreement
with MPR provides that MPR will be self-sustaining through member premiums, although MPR has the
authority to assess members for any deficiencies of revenues under expenses for any single plan year.
Also, MPR has the authority to declare refunds to members for the excess of revenues over expenses
relating to any single plan year. MPR has not had deficiencies in any of the past three fiscal years and
management of the City is not aware of any deficit situation in MPR which would require an accrual of a
liability as of September 30, 2012. Also, there have been no significant changes in coverage for 2012 and
the City has not incurred any claims which have exceeded its coverage in any of the past three years.

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. At September 30, 2012, the City
contracted with a commercial insurance provider for property and casualty insurance. The City maintains
the Insurance Deductible Internal Service Fund to pay minor claims and the deductibles under the
property and casualty insurance policies. The City's deductibles for the following types of insurance
coverages for fiscal year ended September 30,2012 are as follows: General liability $5,000; Automobile
liability $500/$1,000; Law Enforcement $10,000; EMS $5,000; Public Officials $10,000; and Property
$5,000.

12. Fund Balances

Fund balances at year end are as follows:
Captal Parks & General Tax Non-Major Total

General Trans Impr. Puh Works Debt Increment Go\!: Go\!:

Fund Sales Tax Sales Tax Projects Senice Financing Fundi Fundi

Fund balances:

NonspendaNe:

Prepaid item; $ 274,152 $ $ $ $ $ $ 13,095 $ 287,247

Res tricted for:

Debt service 1,141,437 1,429,385 182,672 2,753,494

Transportation projects 704,312 704,312

Parks & public works projects 2,889,549 1,105,530 3,995,079

Connnunity redevelopment 2,194,655 335,615 2,530,270

Law enforcement 16,111 16,111

Committed to:

Miscellaneous 8,150 8,150

As signed to:

Parks & public works projects 34,363 34,363

Connnunity redevelopment 1,021,934 1,021,934

Miscellaneous 44,510 44,510

Unassigned: 5,546,660 5,546,660

Total fund balances $ 5,873,472 $ 704,312 $ 2,194,655 $ 2,889,549 $ 1,141,437 $ 1,429,385 $ 2,709,320 $ 16,942,130
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13. TIF project

During the year ended September 30, 2012, the City closed TIP project 3 as all outstanding developer
obligations had been paid and there was no more development activity related to the project. All residual
balances in the special allocation funds were remitted to the appropriate taxing jurisdictions. Amounts
were paid to Jackson County in the amount of $270,131, and were shown on the financial statements as
payments to taxing districts.

14. Subsequent Events

The City evaluated subsequent events through March 18, 2013, the date the fmancial statements were
available to be issued. No subsequent events were identified that required disclosure in the fmancial
statements.
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Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

General Fund
Year Ended September 30, 2012

Variance
with Final

Budget
Budgeted Amounts Actual Positive

Original Final Amounts (Negative)
Revenues:

Taxes $ 9,480,400 $ 9,480,400 $ 9,038,808 $ (441,592)
Licenses and pennits 396,500 396,600 449,682 53,082
Intergovernmental 1,259,400 1,259,400 1,379,385 119,985
Charges for services 1,289,850 1,289,850 1,314,047 24,197
Fines and forfeitures 1,122,300 1,122,300 1,183,416 61,116
Interest and other 461,000 461,000 341,996 (119,004)

Total Revenues 14,009,450 14,009,550 13,707,334 (302,216)

Expenditures:
Current:

General administration 2,923,598 3,163,598 3,100,989 62,609
Public safety 8,634,792 8,699,792 8,725,708 (25,916)
Public works 1,357,204 1,407,204 1,398,517 8,687
Community development 686,710 701,710 678,657 23,053
Parks and recreation 739,276 739,276 729,569 9,707

Total Expenditures 14,341,580 14,711,580 14,633,440 78,140

Excess of Revenues Over
(Under) Expenditures (332,130) (702,030) (926,106) (224,076)

Other Financing Sources (Uses):
Transfers in 800,500 1,296,100 1,296,172 72
Transfers out (474,000) (696,000) (556,000) 140,000
Sale of capital assets 24,546 24,546

Total Other Financing Sources (Uses) 326,500 600,100 764,718 164,618

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses $ (5,630) $ (101,930) (161,388) $ (59,458)

Fund Balance, Beginning of Year 6,034,860

Fund Balance, End of Year $ 5,873,472

Note to Required Supplementary Information:
GAAP is the budgetary basis used to prepare this schedule
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Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actual

Transportation Sales Tax Fund
Year Ended September 30, 2012

Variance
with Final

Budget
Budgeted Amounts Actual Positive

Original Final Amounts (Negative)
Revenues:

Taxes $ 1,140,000 $ 1,140,000 $ 1,173,845 $ 33,845
Investment earnings 68,000 68,000 (12,891) (80,891)
Other 3,499 3,499

Total Revenues 1,208,000 1,208,000 1,164,453 (43,547)

Expenditures:
Capital Outlay - Public Works 2,105,000 2,790,000 2,512,083 277,917

Total Expenditures 2,105,000 2,790,000 2,512,083 277,917

Excess of Revenues Over (Under) Expenditures (897,000) (1,582,000) (1,347,630) 234,370

Other Financing (Uses):
Transfer Out (415,000) (415,000)

Total Other Financing (Uses) (415,000) (415,000)

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses $ (897,000) $ (1,997,000) (1,762,630) $ 234,370

Fund Balance, Beginning of Year 2,466,942

Fund Balance, End of Year $ 704,312

Note to Required Supplementary Information:
GAAP is the budgetary basis used to prepare this schedule
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Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actual

Capital Improvement Sales Tax Fund
Year Ended September 30,2012

Variance
with Final

Budget
Budgeted Amounts Actual Positive

Original Final Amounts (Negative)
Revenues:

Taxes $ 1,240,000 $ 1,240,000 $ 1,284,031 $ 44,031
Intergovernmental 225,000 728,000 447,106 (280,894)
Investment earnings 15,000 15,000 30,151 15,151

Total Revenues 1,480,000 1,983,000 1,761,288 (221,712)

Expenditures:
Capital Outlay - General Government 125,000 125,000 120,884 4,116
Capital Outlay - Public Safety 609,180 609,180 271,962 337,218
Capital Outlay - Public Works 991,429 1,891,429 1,335,304 556,125

Total Expenditures 1,725,609 2,625,609 1,728,150 897,459

Excess of Revenues Over (Under) Expenditures (245,609) (642,609) 33,138 (1,119,171)

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses $ (245,609) $ (642,609) 33,138 $ (1,119,171)

Fund Balance, Beginning of Year 2,161,517

Fund Balance, End of Year $ 2,194,655

Note to Required Supplementary Information:
GAAP is the budgetary basis used to prepare this schedule
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Schedules of Funding Progress

Employee Retirement System

(b)-(a)/(c)

(a) (b) (c) UAL as a

Actuarial Actuarial (b) - (a) (a)/(b) Annual Percentage

Actuarial Value of Accrued Unfunded Funded Covered of Covered

Valuation Assets Liability (AAL) AAL(UAAL) Ratio Payroll Payroll

2/29/2010 $ 16,315,651 $ 16,171,693 $ (143,958) 101% $ 8,770,318
2/29/2011 15,711,726 16,167,711 455,985 97% 8,621,330 5%
2/29/2012 16,534,066 16,506,433 (27,633) 100% 8,419,649

Other Post Employment Benefits

(b)-(a)/(c)

(a) (b) (c) UAL as a

Actuarial Actuarial (b) - (a) (a)/(b) Annual Percentage

Actuarial Value of Accrued Unfunded Funded Covered of Covered

Valuation Assets Liability (AAL) AAL(UAAL) Ratio Payroll Payroll

7/1/2007 $ $ 643,437 $ 643,437 0% $ 7,382,844 9%

7/1/2009 555,908 555,908 0% 7,717,798 7%

7/1/2011 418,386 418,386 0% 7,291,266 6%
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Legal Compliance-Budgetary Control

Although the City is required to prepare an annual operating budget for all funds, there is no requirement
to report on the budget for proprietary and similar trust funds. Therefore, the financial statements include
a comparison ofbudget to actual only for the governmental funds. Annual budgets are adopted on a basis
consistent with accounting principles generally accepted in the United States of America.

The City follows these procedures in establishing the budgetary data reflected in the financial statements:

1. Prior to September 1, the City Administrator submits to the Board of Alderman a proposed
operating budget for the fiscal year commencing the following October 1. The operating budget
includes proposed expenditures and transfers and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to October 1, the budget for all funds is legally enacted through passage of an ordinance.

4. The City Administrator is authorized to transfer budgeted amounts between departments within
any fund and/or authorized departmental expenditure in excess of budgeted amounts. Any
revision that alters the total expenditures of any fund must be approved by the Board of
Aldermen.
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