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October 25, 2012

Honorable Mayor, City Council, City Manager, and Citizens of Kansas City:

In accordance with Missouri state law requiring political subdivisions to make an annual
report of financial transactions to the State Auditor, it is my pleasure to issue the
Comprehensive Annual Financial Report (CAFR) of the City of Kansas City, Missouri (the
“City”) for the fiscal year ended April 30, 2012. The attached CAFR is prepared in conformity
with generally accepted governmental auditing standards, attested by a certified public
accountant and is in accordance with local, state, and federal laws and requirements. The
independent accounting firm of BKD, LLP whose report is included, has audited the financial
statements and related notes. The independent accounting firm of CMA Group, LLC
conducted the single audit, as required under OMB Circular A-133, Audits of States, Local
Governments, and Non—Profit Organizations.

The report is designed to fairly present the City’s financial position and results of operations
as measured by the financial activity of the various funds. The City is responsible for both the
accuracy of the data and the completeness and fairness of the presentations, based upon a
comprehensive framework of internal control that it has established for this purpose.
Sufficient internal accounting controls exist to provide reasonable, rather than absolute,
assurance regarding the safekeeping of assets and fair presentation of the financial statements,
supporting schedules, and statistical tables. The data presented is accurate in all material
respects. All disclosures necessary to enable the reader to acquire an understanding of the
City’s financial activity are in the financial section of this report, which includes
management’s discussion and analysis (MD&A). MD&A complements this letter of
transmittal and should be read in conjunction with it.

This report is prepared in accordance with generally accepted accounting principles (GAAP)
in conformance with the standards for financial reporting set forth by the Governmental
Accounting Standards Board (GASB), using the guidelines recommended by the Government
Finance Officers Association (GFOA). The City implemented its fund balance and reserve
policy providing a framework for the City to maintain its various fund balances and financial
reserves at levels sufficient to pay obligations when due, address emergencies, cover temporary
revenue shortfalls, provide stability throughout economic cycles and to protect the City's
creditworthiness in accordance with applicable federal, state and local laws, and established
best governmental practices. The City adopted GASB Statements No. 54 and 59 which
enhances the usefulness of fund balance information and establishes financial reporting and
disclosure requirements for certain financial instruments, respectively.

This report may be obtained by calling the Finance Department’s Division of Accounts at
(816) 513-1187, or via the City’s website at http://www.kcmo.org.




PROFILE OF THE GOVERNMENT

Kansas City was incorporated in June, 1850. Under a home-rule charter adopted in 1925 and
revised in 2006, a mayor and 12 council members, who may serve two consecutive four-year
terms, represent six council districts. The mayor and six council members are elected at-large
and voters living within their districts elect the remaining six council members. The Mayor
recommends and the City Council approves the selection of the City Manager, who is the
chief administrative officer.

Kansas City, known as the “City of Fountains-Heart of the Nation,” is centrally located within
250 miles of the geographic center of the nation. The maximum distance from Kansas City to
anywhere in the continental United States is approximately 1,900 miles. The City includes
land area in Cass, Clay, Jackson, and Platte Counties and covers 319 square miles, the 14
largest land area in the country. Much of the City’s northland remains undeveloped.

Kansas City is a full service city providing a wide range of municipal services including:
administration of zoning and subdivision regulations; community development and
neighborhood services; convention and entertainment facilities; fire and police protection;
emergency medical services; public health services; refuse collection; housing; management
of international and municipal airports; planning and maintenance of the City’s parks, golf
courses, community centers, and swimming pools; construction and maintenance of streets,
roads, bridges, street lighting, and traffic systems; tree planting; water and sewage treatment;
and a zoo.

The City has 22 departments: Aviation, Capital Projects, City Auditor, City Clerk, City
Manager, City Planning and Development, Convention and Entertainment Centers, General
Services, Finance, Fire, Health, Housing, Human Relations, Human Resources, Information
Technology, Law, Municipal Court, Neighborhood and Community Services, Parks and
Recreation, Police, Public Works, and Water Services.

Three departments, City Auditor, City Clerk and City Manager, report to the Mayor and City
Council. The Parks and Recreation Department reports to the mayor-appointed, five-member
Board of Parks and Recreation Commissioners. The Police Department, a discretely
presented component unit, reports to a governor-appointed, five-member Board of Police
Commissioners, one of whom is the Mayor. The remaining departments report to the City
Manager.

Based on the requirements of GASB Statements No. 14 and 39, other related entities are
included in the CAFR as blended or discretely presented component units. The City has three
blended component units, that are legally separate entities and are part of the City’s operations
and twelve discretely presented component units. Detailed information on the component
units may be found in the MD&A and footnote number one to the financial statements.



LOCAL ECONOMY

Kansas City has a diversified economy including transportation, telecommunications,
manufacturing, health care, trade, financial services and governmental services and provides
access to over one million jobs in over seven hundred occupations. According to a study
released by the Brookings Institution, Kansas City ranks seventeenth among domestic metro
areas in terms of its green jobs count. Forbes ranked Kansas City the seventh best city for
manufacturing jobs. Forbes also named Kansas City third on its list of “10 Best Cities to Buy
a Home,” which followed up a prior survey naming the City as the thirteenth most affordable
city in the United States for its low cost of living and housing affordability.

The City also saw acclaim by making Frommer’s list of “Top Destinations 2012 as well as
Kansas City’s downtown being voted as one of “America’s Best Downtowns” by Forbes. As
the only destination in the United States to be featured in Frommer’s top ten list, Kansas City
was recognized for a growing number of hot spot attractions such as the Kauffman Center for
the Performing Arts, the National World War I Museum, the Nelson-Atkins Museum of Art,
the American Jazz Museum, the Negro Leagues Baseball Museum and the College Basketball
Experience.

According to the Kansas City Area Development Council, the City is the corporate or regional
headquarters for 65 companies. The metropolitan area is the home of three Fortune 500
companies, three of Forbes’ largest private companies, along with several other Fortune 500
companies having a significant presence in the area. The Kansas City region is also home to
BATS Trading, the third most active equity stock exchange in the United States. Kansas City
is one of ten regional office cities for the United States government. The federal government
is the City’s largest principal employer.

The unemployment rate for the City, as reported by the Bureau of Labor Statistics, at April 30,
2012 was 7.2 percent, not seasonally adjusted, which was 19.1 percent lower than the rate one
year ago. The state and national average unemployment rates for this same time period were
6.9 percent and 7.7 percent, respectively.

MAJOR INITIATIVES

The City is pleased to have initiated or completed several projects independently and in
conjunction with private partners during the year. These projects provide enhancements for
the citizenry in a variety of areas including; public safety, culture and recreation, technology
and neighborhood and economic development.

Municipal Court Case Management System

In fiscal year 2012, the City’s Municipal Court went live with its new technologically-
advanced software system and became the first limited jurisdiction court in the United States
to go entirely paperless. Developed by the Regional Justice Information Service (REJIS), the
new software, Integrated Metropolitan Docketing System-Plus and Law Enforcement Inquiry
and Entry, will make it possible for the court to significantly minimize costs while improving
performance and efficiencies and enhancing service to citizens.

By deploying the new software, the Court will expand its capabilities through: a new
automated system that supports the paperless flow of information from police officers, which



will use a new “e-ticketing” system to issue citations; a new system of case management that
will enable Municipal Court judges to increase efficiencies; and a new system that makes it
possible for judges and police to tap into national databases to identify suspects’ criminal
records from a variety of sources. The major components of the project included LEWeb, E-
ticketing, IMDS Plus and a new Prosecutor Module, at a total cost of $3.1 million.

Performing Arts Center

During fiscal year 2012, work on the Kauffman Center for the Performing Arts and its
adjacent, publicly-financed parking structure was completed. The Center includes two
concert halls, the Muriel Kauffman Theatre and Helzberg Hall, which will serve as the home
for the Kansas City Ballet, the Kansas City Symphony and the Lyric Opera of Kansas City.
Performances began in September 2011. According to Architectural Digest, “the new
Kauffman Center for the Performing Arts is making a splash in Kansas City. Designed by
architect Moshe Safdie, the building rises like waves from a five-acre park that neighbors both
the Crossroads Arts District and the Sprint Center arena.”

The $47 million, 1,001-space parking structure, including a green roof design and neighboring
streetscape improvements, was financed with the proceeds of $53 million in tax-exempt
special obligation bonds issued by the City in 2009. As part of the City’s One Percent for Art
program, which, by ordinance, sets aside one percent of municipal building construction and
renovations budgets for the inclusion of unique artwork enhancements, a state-of-the-art
public art installation opened in December 2011 in the Arts District garage. Terpsichore for
Kansas City is a unique musical and visual instrument, combining original musical
compositions played throughout the garage with a four-story “light organ” in the central
stairway, which provides a new perspective to the role of art in a public space. The art
installation was named among the top 50 pieces of public art in the nation in the Americans
for the Arts Public Art Network’s 2012 Year in Review, being selected from a list of more
than 425 artworks in 147 cities installed in the United States in 2011.

GoogleKC

The City announced in May 2011 that it had been picked along with Kansas City, KS to
collaborate with Google for deploying its one-gigabit-per-second, ultra-high speed, fiber-to-
the-home broadband network. The City views this as the beginning of what promises to be an
incredible opportunity for its residents and is looking forward to the deployment of the
network and collaborating with partners and residents on the implementation of new programs
and benefits brought about by this selection.

Citizen Engagement

In fiscal year 2012, Kansas City was designated by the Public Technology Institute as one of
the top Citizen Engagement Communities for 2011-2013. The designation, shared by ten
communities across the nation, is designed to recognize excellence in how local governments
are meeting the challenges to provide centralized citizen contact centers that effectively utilize
new technology for fast, friendly and responsive service. Throughout the fiscal year, the City
launched several initiatives aimed at making the City run more efficiently as well as
increasing its citizens’ satisfaction.



E-Council Meetings

In August 2011, to further its efforts to hear from its residents, business owners, members of
community organizations and anyone else interested in how to make Kansas City better,
KCMOmentum.com was launched. This is an interactive website that allows public input
from the convenience of home, office or anywhere else with an Internet connection.

In December 2011, the City Council chambers began using a new technology system that will
enable its meetings to go entirely paperless. Other renovations made to the City Council
chambers will allow for better viewing of presentations and improved meeting coverage on
Channel 2.

KCStat

Also in December, the City launched KCStat, a data-driven, public-facing initiative focused
on improving the efficiency and effectiveness of City services beginning by focusing on Street
Maintenance, Water Line Maintenance, Water Billing/Customer Service, Code Enforcement
and Animal Control. This initiative seeks to improve City services and government
accountability by publicly outlining and discussing goals and objectives that will be measured
against performance indicators for outcomes, output and efficiency. Public meetings take
place monthly. One data driven success story reported from this initiative concerns the recent
changes in the City’s Code Enforcement operation. With a severe backlog of cases, Code
Enforcement began working with Performance Management staff to better understand
operational realities and identify changes that would yield improvements. In March 2012, it
was reported that the backlog of cases for Code Enforcement had been reduced by fifty
percent. The benefits of data analysis are being realized and targeted changes have been made
to improve the efficiency and effectiveness of operations.

AdvanceKC

In January 2012, the City announced the kickoff of the public input portion of AdvanceKC,
the City’s economic development strategic planning initiative and its website,
www.advancekc.org. AdvanceKC will leverage quantitative and qualitative research to
develop consensus for an economic development plan to allow the City to take a focused,
creative and aggressive approach to attracting, retaining and launching businesses. The
public’s input was requested via an online survey, focus groups from select individuals
representing segments of the Kansas City community, as well as one-on-one interviews with
Kansas City’s top public and private leaders. The process is anticipated to conclude in third
quarter 2012 with the release of the AdvanceKC strategy.

Economic Development

During fiscal year 2012, several companies moved into or expanded their operations within
the City or announced plans to do so. Touton USA, a French commodity trader specializing
in trading cocoa, green coffee, grain, vanilla and other spices, opened its North American
headquarters in Kansas City. Flex-N-Gate, an automobile parts distributor headquartered in
Illinois, signed a long-term lease for distribution space in Kansas City’s Executive Park. The
sequencing facility will support GM’s Fairfax Assembly Plant. Blount International, Inc., an
equipment distribution center, opened its new $17 million facility at the KCI Intermodal
Business Centre. Heartland Sheets, LLC, a corrugated container board manufacturer, plans to



invest $23 million in remodeling a building in Kansas City north for its new manufacturing
facility. These efforts are expected to result in the addition of over 450 jobs to the area.

All of these various initiatives are part of the Mayor and Council’s vision “to make Kansas
City best and to lead by inspiring, collaborating, measuring progress and celebrating success”.

PUBLIC INFRASTRUCTURE

Overflow Control Plan

The City continued to make system improvements associated with the 2010 Federal Consent
Decree. The agreement with the federal government includes a sewer overflow control plan,
resolution of past Clean Water Act violations, and the imposition of a penalty. A separate
agreement was reached with the State, resolving past sewer overflow violations, imposing a
penalty, and developing a sewer overflow response plan. The overflow control plan was
driven by requirements of the Clean Water Act and by policies of the EPA. The City has been
timely fulfilling its obligations under this settlement.

Work continued on the Middle Blue River Basin Green Solutions Pilot Project Area. The
pilot project involves rehabilitating the existing sewer system and using green solutions to
capture storm water before it enters the combined sewer system to reduce the amount of sewer
overflows. Green solutions are an alternative to more traditional gray infrastructure such as
storage tanks and pumping facilities and could save Kansas City’s ratepayers money. There
are more than 300 property owners in the pilot project area. The project will measure the
performance of green solutions to help plan future improvements.

Disinfection system projects continued during the fiscal year with the first system installed at
the Rocky Branch Wastewater Treatment Plant in September 201 1. Disinfection will be added
to all Kansas City, Missouri Water Services wastewater treatment plants by the end of 2013.
The systems are designed to improve the quality of wastewater that is returned to the Missouri
River and will operate April 1 through October 31 when people use Missouri’s bodies of
water for recreational activities.

The current estimated capital cost of this control plan is $2.5 billion (2008 dollars) over 25
years. In addition, there will be a substantial increase in annual expenditures for operation and
maintenance. It is anticipated that this plan will be funded primarily from the City’s sewer
fund, which is separate from the City’s general fund. The City does not anticipate that the
City’s general fund will be relied upon to assist in the funding of this control plan; however,
further future analysis will be required. Specific financing strategies to offset the cost of the
control plan will be evaluated and implemented, which could include appropriation of moneys
from the City’s general fund.

Public Safety Radio System and South Patrol Station

During fiscal year 2012, the City continued implementation of a new 800 MHz digital
simulcast trunked radio system network capable of meeting current and future communication
needs. The system will include all necessary infrastructure, equipment, maintenance and
training. Some of the major components of the project include network infrastructure, $16.7
million; subscription to equipment, $6.6 million; software upgrades, $4.9 million; and
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dispatch and associated equipment preparation, $4.9 million. The total estimated cost of the
project is $40.7 million with $33.7 million funded with general obligation bond proceeds.

Also during the fiscal year, construction continued on the Police Department’s South Patrol
station housing the South Patrol Division and Special Operations Division totaling $19
million for the year.

American Recovery and Reinvestment Act

On February 17, 2009, the American Recovery and Reinvestment Act (“ARRA”) was signed
into law by President Barack Obama, initiating an unparalleled $787 billion stimulus to the
national economy through new spending and tax cuts. ARRA funds were requested through
grant application cycles, awarded by the Federal Government, invested locally, and tracked
nationwide.

A direct response to the economic crisis, the ARRA has three immediate goals, to create new
jobs and save existing ones, spur economic activity and invest in long-term growth and foster
an unprecedented level of accountability and transparency in federal government spending.

The City has engaged in the federal stimulus package process by obtaining grants for a variety
of purposes. As of April 30, 2012, the city had been awarded $112.0 million in grants for the
various stimulus programs. Of the amounts awarded, the City has received $75.0 million as
of the end of the fiscal year. Programs funded include much needed infrastructure
improvements such as highway and transportation enhancements, waste water and storm
water improvements and improvements to aviation infrastructure. The US Army Corps of
Engineers has partnered with the Water Department and the Unified Government of
Wyandotte County to provide flood prevention infrastructure for Turkey Creek. The US
Army Corps of Engineers has also teamed up with the Water Department to construct Blue
River Channel Improvements designed for a 30-year rainfall event.

Other uses of stimulus funds include increased public safety and improvements to the quality
of life through initiatives including crime victims’ assistance, construction or rehabilitation of
fire stations used as locus for delivery of essential emergency services and additional staffing
for the police department. Additional grants of these funds provide for lead hazard control,
chronic disease prevention and management and increased vaccinations by providing non-
traditional immunization clinics such as school clinics, evening and weekend clinics and
opportunities for children to comply with three new vaccine mandates for the State of
Missouri.

Neighborhood and community needs being met or increased through the use of federal funds
include homelessness prevention, low income home weatherization and the community
development block grant recovery program to provide decent, affordable housing and create
economic opportunities primarily for persons of low and moderate income and performance
of an analysis of the impediments to fair housing by identifying obstacles to the provision of
decent, safe and sanitary housing.

Environmental and efficient energy projects are being undertaken using stimulus funds
through an Energy Efficiency and Conservation Block Grant that is funding energy efficiency
efforts for six city departments. The efforts include the retrofit of residential, commercial,
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industrial, public and institutional buildings in targeted neighborhoods. Another goal of this
program is regional energy efficiency education and training and the identification of needed
policy changes to eliminate barriers to energy efficiency efforts. Brownfield initiatives are
being increased for the creation of temporary construction and environmental jobs; potential
creation of permanent jobs and/or affordable housing from site redevelopment and to train
young people ages 18-24 in “green collar” jobs such as brownfield, weatherization, green
roofing, landscape architecture, lead abatement, hazmat, and OSHA certifications.

Various Other Infrastructure Improvements

As the City with the 14™ largest land area in the country, maintaining infrastructure
improvements remains a focus of the Mayor and City Council. During 2012, various bridge,
street, parkway and other miscellaneous infrastructure projects were undertaken. Some of
these included the following street projects: improvements to Wornall Road, NW Barry Road,
NW 72™ Street extension, Troost Avenue from 89" Street to Bannister Road and North
Bennington Road. Some of the active bridge projects durin§ the year included: Forrester
Viaduct, Troost Avenue Bridge over Brush Creek and the 96" and 108" Street Bridges over
Highway 169.

FINANCIAL PLANNING INITIATIVES

The City is committed to being a good steward of the public’s trust and finances. Throughout
fiscal year 2012, the City continued to look for ways to improve the effectiveness of city
operations and to provide the City Council with information for timely decision making.

On May 1, 2011, the City’s adopted fund balance and reserve policy became effective which
adds to its other policies to provide a stable framework for the efficient and effective
provision of public services. The policy incorporates recommended best practices of the
Government Finance Officers Association (GFOA) and Governmental Accounting Standards
Board (GASB), as amended over time.

During the fiscal year, the City issued its first popular annual financial report for the period
ending April 30, 2011. The Government Finance Officers Association encourages
governments to issue a popular report as a supplement to the comprehensive annual financial
report to simplify the information and better inform the public about the overall financial
condition of the City, without heavy use of technical accounting terms or excessive detail. The
popular report provides residents and other interested parties with an easy-to-understand
overview of the City’s finances and is another tool to be used by the Council and City
management for timely, informed decision making.
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SUSTAINABILITY

Over the past few years, governmental leaders have directed that sustainability be integrated
into all aspects of City operations. Policies enacted by the Mayor and City Council and
implemented by the City Manager and City staff are having an impact on the quality of life in
Kansas City. These policies promote the triple bottom line goals of environmental quality,
social equity and economic vitality.

The Mayor, City Council and City Manager are incorporating “green” into the culture of all
City operations. This effort includes empowering staff with the knowledge and opportunities
to make sustainability a basic principle in how they perform their jobs and provide quality
local government services.

The City received three sustainability awards from the Kansas City Industrial Council (KCIC)
during the year. Included among those was a Gold Award for its Sustainable Energy
Education & Communications (SEEC) program. This one year, 10-module, online program
educated City employees about the environmental, economic and social benefits of
sustainable practices. The KCIC recognized SEEC as a creative and comprehensive method
to educate staff and, indirectly, the community on the advantages of adapting a more
sustainable lifestyle. The City received a second Gold Award for its Enterprise Sustainability
Manager, a type of software that measures, monitors and verifies energy consumption. Since
the City began using this software, the operation of its municipal facilities has become more
efficient, economical and environmentally-friendly. The City received a Silver Award for
sustainable City facility improvements made to City Hall, the Health Department and Wolf
Garage. These improvements, which included adding energy-efficient lighting and wind
generators, have helped the City conserve energy, improve operations and generate savings in
energy costs. The City Hall building also earned the U.S. Environmental Protection Agency’s
ENERGY STAR certification for performing in the 75™ percentile nationwide for energy
efficiency and meeting strict energy efficiency performance levels set by the EPA. These
improvements are all part of a comprehensive energy program that is expected to save the
City more than $6 million in energy and operational costs over fifteen years.

The City was chosen to showcase its Alternative Fuel Vehicle program at the National League
of Cities’ annual conference in November 2011. This program was recognized nationally as
an example of a successful initiative in the category of “Green Cities/Sustainability.”
According to the National League of Cities, this category recognizes the best green cities and
sustainability programs that highlight strengthened local economies, enhance physical
infrastructure, protect natural resources and promote public health. The City’s Alternative
Fuel Vehicle program has incorporated 287 vehicles that use compressed natural gas (CNG)
into the City fleet. This has resulted in an annual replacement of more than 500,000 gallons
of conventional gasoline and diesel, with a cost savings of about $1 million.

During the year, Kansas City also debuted two new electric vehicle charging stations located
in the City’s Arts District Garage at the Kauffman Center for the Performing Arts, becoming
the first municipal garage with electric vehicle charging stations. These stations were
demonstrated to the public using the City’s first all electric-powered passenger vehicle in
March 2012.



Kansas City is also assisting home and business owners by providing resources that support
energy-conserving improvements to their buildings through EnergyWorks KC (EWKC). This
is a citywide program managed by the City’s Office of Environmental Quality and is funded
by the U.S. Department of Energy’s Better Buildings Neighborhood Program and is made
available from the American Recovery and Reinvestment Act (ARRA) of 2009. EWKC
provides participating residents with individualized energy-efficiency  upgrade
recommendations via an energy analysis and then assists in selecting local, certified
professionals to make cost-effective improvements and obtain financing assistance to make
such improvements more affordable.

With its policies, implementation efforts and continued dedication, Kansas City has become a
nationally-recognized green city that strives to integrate sustainability in all aspects of City
operations.

AWARDS and ACKNOWLEDGMENTS

The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the
City of Kansas City, Missouri, for its comprehensive annual financial report for the fiscal year
ending April 30, 2011. This was the 23rd consecutive year that the City has achieved this
award. To be awarded a Certificate of Achievement, a government must publish an easily
readable and organized comprehensive annual financial report. The report must satisfy both
generally accepted accounting principles and applicable legal requirements. A Certificate of
Achievement is valid for a period of one year only. This report is intended to meet the
Certificate of Achievement Program’s requirements and will be submitted to the GFOA to
determine its eligibility for another certificate.

The GFOA has given an Award for Outstanding Achievement in Popular Annual Financial
Reporting to the City of Kansas City, Missouri, for its first popular annual financial report for
the fiscal year ending April 30, 2011. This prestigious, national award recognizes state and
local government popular reports that have adhered to the highest standards of preparation. In
order to receive an Award for Outstanding Achievement, a government unit must publish a
popular annual financial report, whose contents conform to program standards of creativity,
presentation, understandability and reader appeal. An Award of Outstanding Achievement is
valid for a period of only one year.

I want to express my appreciation to the staff members of the Finance Department and the
City’s operating departments for their joint efforts in preparing this report. I would also like
to thank the Mayor, City Council, and the City Manager for their interest and support in
planning and conducting the financial affairs of the City.

Respectfully submitted,
Akl Dt
Randall J. [

Director of Finance
City of Kansas City, Missouri
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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Finance Department
as of April 30, 2012

Finance Department Officers

Randall J. Landes
Director of Finance

Wanda J. Gunter
Deputy Director

Eric B. Clevenger
City Controller

Tammy Queen
City Treasurer

Mari Ruck
Commissioner of
Revenue
Director of Finance
Deputy Director
Accounts Treasury Revenue
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BKD 1201 Walnut Street, Suite 1700
LLp Kansas City, MO 64106-2244

CPAs & Advisors 816.221.6300 Fax 816.221.6380 www.bkd.com

Independent Accountants’ Report on Financial Statements
and Supplementary Information

The Honorable Mayor and Members
of the City Council
City of Kansas City, Missouri

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the City of Kansas City, Missouri (the City) as of and for the year ended
April 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
isto express opinions on these financia statements based on our audit. We did not audit the financial
statements of the Kansas City Board of Police Commissioners (Police Department), Port Authority of
Kansas City, Missouri (Port Authority), Maintenance Reserve Corporation (MRC), Performing Arts
Community Improvement District (PACID) and American Jazz Museum (AJM), all of which are included
as discretely presented component units, which represent approximately 36% of total assets and 64% of
total revenues of the aggregate discretely presented component units as of and for the year ended

April 30, 2012, respectively. Those financial statements were audited by other accountants whose reports
thereon have been furnished to us and our opinion on the aggregate discretely presented component units,
insofar asit relates to the amounts included for the Police Department, Port Authority, MRC, PACID and
AJM, is based solely on the reports of the other accountants.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the financial statements are free of material
misstatement. The financial statements of Kansas City International Airport - Community Improvement
Digtrict, Metropolitan Ambulance Service Trust, MRC, Employees Retirement System, Firefighters
Pension System, Police Retirement System and Civilian Employees’ Retirement System were not audited
in accordance with Government Auditing Standards. An audit includes examining, on atest 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 areasonable
basis for our opinions.

In our opinion, based on our audit and the reports of other accountants, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund and the aggregate remaining fund information of the City of Kansas City, Missouri as of April 30,
2012, and the respective changes in financial position and cash flows, where applicable, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

MEMBER +*

Praxity.:
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The Honorable Mayor and Members
of the City Council

City of Kansas City, Missouri

Page 2

Asdiscussed in Note 16, during the year ended April 30, 2012, the City changed its method of accounting
for fund balances in accordance with the Governmental Accounting Standards Board Statement No. 54,
Fund Balance Reporting and Governmental Fund-Type Definitions.

In accordance with Government Auditing Standards, we have al so issued our report dated October 25,
2012, on our consideration of the City’ sinternal control over financial reporting and 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 Americarequire that the management’s
discussion and analysis, budgetary comparison schedules, schedules of funding progress and schedul es of
condition assessments and maintenance costs listed in the table of contents be presented to supplement the
basic financial statements. Such information, although not part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considersit to be an essential part of
financial reporting for placing the basic financial statementsin 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 basic financial statements. The accompanying introductory section, supplementary
information and statistical section listed in the table of contents are presented for purposes of additional
analysis and are not arequired part of the basic financial statements. The supplementary information is
the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financia statements. The supplementary information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplementary information isfairly stated
in all material respectsin relation to the basic financial statements as awhole. The introductory section
and statistical section 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.

BED Lwp

Kansas City, Missouri
October 25, 2012
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Management’s Discussion and Analysis (MD&A) offers readers a narrative overview and analysis of the
financial activities of the City of Kansas City, Missouri (the City) for the fiscal year ended April 30, 2012.
Readers are encouraged to consider the information presented here and in the City’ sfinancial statements,
which follow this section. All amounts, unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlights

e Theassets of the City (the primary government) exceeded its liabilities at the close of 2012 by
$4.660 billion. The unrestricted net assets are $173.0 million. The unrestricted net assets of the
City’ s governmental activities arein a$24.5 million deficit. The unrestricted net assets of the
City’ s business-type activities are $197.4 million and may be used to meet the ongoing
obligations of the City’ s water, sewer and airports business-type activities.

e TheCity’stota net assetsincreased $110.0 million in 2012. Net assets of the governmental
activities increased by $27.9 million, which represents a 0.98% increase from 2011 and business-
type net assets increased $82.0 million, which represents a 4.87% increase from 2011.

o Asof the close of the current fiscal year, the City’ s governmental funds reported a combined
ending fund balance of $495.5 million. The combined governmental funds fund balance
increased $34.1 million from the prior year’s ending fund balance. Approximately $194.6 million
of the governmental funds' fund balance is considered unrestricted at April 30, 2012.

e The general fund reported atotal fund balance of $44.7 million at the end of the current fiscal
year. Therewas a$2.7 million (excluding the restatement of beginning fund balance) decreasein
thetotal fund balance for the year. Approximately $43.9 million of the fund balance is
considered unrestricted at April 30, 2012. A portion of the fund balance is committed to a
stabilization arrangement or emergency reserve in the amount of $34.6 million. The emergency
reserve represents 8.2% of total general fund expenditures.

e Thelong-term obligations of the City’s governmental activities increased by $135.7 million or
8.21%. Thelong-term obligations of the City’ s business-type activities increased by $95.7
million or 11.63%.

Overview of the Financial Statements

The MD&A is an introduction to the City’ s basic financial statements. The City’s basic financial
statements are comprised of three components: 1) government-wide financia statements, 2) fund
financial statements and 3) notes to the financial statements. The report contains both required and other
supplementary information in addition to the financial statements.

Government-wide Financial Statements
The government-wide financial statements provide readers with a broad overview of the City’s finances.
The statement of net assets presents information concerning the City’ s assets and liabilities; the difference

between the two is reported as net assets. Increases and decreases in net assets serve as an indicator of the
City’ sfinancial position.
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

The statement of activities presents information displaying how the government’ s net assets changed
during the most recent fiscal year. All changesin net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the cash flows. Thus, revenues and expenses
reported in this statement for some items will result in cash flowsin future fiscal periods (for example,
uncollected taxes and earned but unused vacation leave).

Both of these government-wide financial statements distinguish functions of the City principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or asignificant portion of their costs through user fees or charges (business-type
activities). The governmental activities of the City include general government, public safety (police, fire
and municipal court), public works, neighborhood development, health, culture and recreation,

convention facilities and economic development. The business-type activities of the City include three
enterprise activities: awater system, a sanitary sewer system and aviation.

The government-wide financial statements include not only the City itself (known as the primary
government), but include the Port Authority, Land Clearance for Redevelopment Authority, Economic
Development Corporation, Economic Development Corporation (EDC)—Charitable Trust, Maintenance
Reserve Corporation, Performing Arts Community Improvement District, Tax Increment Financing
Commission, American Jazz Museum, Kansas City Board of Police Commissioners, KCI Airport
Community Improvement District, Downtown Economic Stimulus Authority of Kansas City, Missouri
and Metropolitan Ambulance Services Trust. Financial information for these discretely presented
component unitsis reported separately from the financial information presented for the primary
government itself. Complete financial statements of these component units, which include their
management’ s discussion and analysis (MD&A), may be obtained from their respective administration
offices.

In addition, the financial statements include the Kansas City Municipal Assistance Corporation
(KCMAC) and the Police and Civilian Retirement Systems as blended component units.

The government-wide financial statements can be found on pages A-18 to A-20.
Fund Financial Statements

A fund isagrouping of related accounts used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The funds of
the City can be divided into three categories. governmental funds, proprietary funds and fiduciary funds.

Governmental Funds

Governmental funds account for essentially the same functions reported as governmental activitiesin the
government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on the near-term inflows and outflows of spendable
resources, aswell as on balances of spendable resources available at the end of the fiscal year. Such
information is useful in evaluating a government’ s near-term financing requirements.
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Because the focus of governmental fundsis 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 activitiesin the government-wide financial statements. By doing
s0, readers will 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.

Information is presented separately in the governmental funds balance sheet and in the governmental
funds statement of revenues, expenditures and changes in fund balances for the general fund and the
capital improvements fund, which are considered major funds. Data from the other governmental fundsis
combined into asingle, aggregated presentation.

The governmental funds financial statements can be found on pages A-21 to A-24.
Proprietary Funds

The City maintains two types of proprietary funds - enterprise funds and internal service funds. Enterprise
funds report the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its water, sanitary sewer (including storm water)
and airport operations. The one internal service fund is used to account for a self-funded healthcare
system for city employees and retirees. The services provided by this fund predominantly benefit the
governmental rather than the business-type functions and it is included within governmental activitiesin
the government-wide financial statements shown in this report.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the water fund,
sewer fund (including storm water and sanitary sewer) and airports fund, which are considered major
funds of the City. The oneinternal service fund is separately presented in the proprietary fund financial
statements.

The proprietary fund financia statements can be found on pages A-25 to A-29.
Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financia statements because the resources of
those funds are not available to support the City’ s own programs. The accounting used for fiduciary funds
is much like that used for proprietary funds. The City uses fiduciary funds to account for the retirement
plans for regular employees, firefighters, police officers and civilian employees of the police department,
funds held for employee memorials, municipal correctional facility inmate canteen operations, specia
deposits, municipal court appearance bonds, tax increment financing tax deposits, police department
grants and payroll and insurance benefits.

The fiduciary fund financial statements can be found on pages A-30 to A-31.
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Discretely Presented Component Units

The discretely presented component unit financial statements provide separate information for the Port
Authority of Kansas City, Missouri, Tax Increment Financing Commission and the Police Department.
The remaining discretely presented component units are aggregated and presented in a single column.

The discretely presented component unit statements can be found on pages A-32 to A-33.
Notes to the Basic Financial Statements

The notes provide additional information essential to fully understand the data provided in the
government-wide and fund financial statements.

The notes to the basic financial statements can be found on pages A-34 to A-143.
Other Information

In addition to the financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City’ s budgetary compliance and progress in funding its
obligation to provide pension benefits and other post-employment benefitsto its employees and condition
assessments on infrastructure assets accounted for using the modified approach. Required supplementary
information can be found on pages A-144 to A-150.

The City uses the modified approach when accounting for street surfacing, bridges/culverts and street
lighting and uses straight-line depreciation when accounting for curbs, sidewalks, retaining walls, traffic
signals, signage, and guard rails. The City began reporting street surfacing, bridges/culverts and street
lighting retroactively with the audit for the period ending April 30, 2003, curbs and sidewalks
retroactively with the audit for the period ending April 30, 2006 and traffic signals, guardrails and signage
retroactively with the audit for the period ending April 30, 2007.

Government-wide Financial Analysis

As noted earlier, net assets serve as a useful indicator of the results of the City’s operations. The City’s
(the primary government) assets exceeded liabilities by $4.660 billion at the close of the most recent

fiscal year. At the end of the prior fiscal year, assets exceeded liabilities by $4.550 billion indicating that
the government improved its financial position during the year. Governmental activities assets
(exceeding liabilities) increased by $27.9 million (from $2.865 billion to $2.893 billion) and business type
activities assets (exceeding liabilities) increased by $82.0 million (from $1.685 billion to $1.767 billion).

The largest portion of the City’s net assets, $4.316 billion or 92.6%, consists of itsinvestment in capital
assets (for example, land, buildings, land improvements, monuments and fountains, machinery and
equipment and infrastructure) less any related debt used to acquire those assets that is 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’ sinvestment in capital assetsis reported net of related
debt, it should be noted that the resources needed to repay debt must be provided from other sources,
since capital assets themselves cannot be used to liquidate these liabilities.
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City of Kansas City, Missouri

Management’s Discussion and Analysis

April 30, 2012
Net Assets
(In thousands)
Governmental Activities  Business-type Activities Total
2011-12 2010-11 2011-12 2010-11 2011-12 2010-11
Current and other assets $ 693511 $ 677438 $ 583479 $ 453913 $ 1276990 $ 1,131,351
Capital assets 4,166,574 4,020,877 2,134,166 2,080,290 6,300,740 6,101,167
Total assets 4,860,085 4,698,315 2,717,645 2,534,203 7,577,730 7,232,518
Deferred outflows 26,547 17,849 - - 26,547 17,849
Long-termliabilities outstanding 1,787,187 1,651,522 918,287 822,587 2,705474 2,474,109
Other liabilities 206,653 198,536 32,215 26,504 238,868 225,040
Total liabilities 1,993,840 1,850,058 950,502 849,091 2,944,342 2,699,149
Deferred inflows - 1,258 - - - 1,258
Net assets: $ 2,892,792 $ 2,864,848 $ 1,767,143 $ 1,685112 $ 4,659,935 $ 4,549,960
Investment in capital assets,

net of related debt $ 2,860,901 $2866915 $ 1455098  $ 1,410,030 $ 4315999  $ 4276945
Restricted 56,360 17,937 114,600 119,715 170,960 137,652
Unrestricted (24,469) (20,004) 197,445 155,367 172,976 135,363
Total net assets $ 2,892,792 $ 2,864,848 $ 1,767,143 $ 1,685,112 $ 4,659,935 $ 4,549,960

An additional portion of the City’ s net assets, $171.0 million or 3.7%, represents resources that are
subject to externa restrictions as to how they may be used. It isimportant to note that, although the total
unrestricted net assets are $173.0 million, the unrestricted net assets of the City’ s business-type activities
($197.4 million) may not be used to fund governmental activities. Total net assets of the City increased
from fiscal year 2011 to fiscal year 2012 by $110.0 million or 2.4%, due to the continued investment in
capital assets and increases to unrestricted net assets by the business-type activities. A ten percent
increase in water rates and a fifteen percent increase in sewer rates contributed to the $42.1 million
increase in unrestricted nets assets of the business-type activities.

Governmental Activities

Governmental activities realized $990.6 million in revenues and $962.6 million in expenses for fiscal year
2012. The primary government as awhole realized $1.410 billion in revenues and $1.300 billion in
expenses for fiscal year 2012.

Business-type Activities

Business-type activities had increasesin net assets of $82.0 million, which is a4.87% increase from prior
year. Theincrease in net assets was attributable in large part to the capital improvement programs of the
Water Services Department for replacements and extensions to water and sewer lines and treatment
plants. A ten percent increase in water rates, a fifteen percent increase in sewer rates and increased
parking revenue at the KCI airport contributed to the $82.0 million increase in nets assets of the business-
type activities.
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Components of the increase/decrease are as follows:

Changes in Net Assets
(In thousands)

Governmental Activities Business-type Activities Total
2011-12 2010-11 2011-12 2010-11 2011-12 2010-11
Revenues
Program Revenues
Charges for services 289,733 $ 325460 $ 375427 $ 351,593 $ 665160 $ 677,053
Operating grants and contributions 114,875 138,770 155 265 115,030 139,035
Capital grants and contributions 36,739 15,843 35,920 38,482 72,659 54,325
General revenues
Property taxes 121,189 123,155 - - 121,189 123,155
Earnings and profitstaxes 183,662 191,425 - - 183,662 191,425
Slestaxes 150,941 137,820 - - 150,941 137,820
Local option use taxes 26,364 24,432 - - 26,364 24,432
Hotel and restaurant taxes 36,244 34,751 - - 36,244 34,751
Gaming taxes 16,873 17,588 - - 16,873 17,588
Railroad and utility taxes 5,404 4,794 - - 5,404 4,794
Cigarette taxes 2,781 2,711 - - 2,781 2,711
Investment earnings 5,769 7,103 7,549 7,078 13,318 14,181
Total revenues 990,574 1,023,852 419,051 397,418 1,409,625 1,421,270
Expenses
General government 139,636 121,989 - - 139,636 121,989
Public safety 354,495 350,145 - - 354,495 350,145
Public works 161,870 129,398 - - 161,870 129,398
Neighborhood development 66,847 99,172 - - 66,847 99,172
Health 54,489 52,844 - - 54,489 52,844
Culture and recreation 57,211 54,601 - - 57,211 54,601
Convention facilities 46,653 42,942 - - 46,653 42,942
Economic development 2,003 13,591 - - 2,003 13,591
Unallocated depreciation 1,232 1,205 - - 1,232 1,205
Interest on long-term debt 78,194 73,400 - - 78,194 73,400
Water - - 97,010 84,305 97,010 84,305
Sewer - - 92,288 86,576 92,288 86,576
Aviation - - 147,722 147,155 147,722 147,155
Airport Secial Facility - - - 5,911 - 5,911
Total expenses 962,630 939,287 337,020 323,947 1,299,650 1,263,234
Increase/decrease in net assets 27,944 84,565 82,031 73,471 109,975 158,036
Net assets — beginning of year 2,864,848 2,780,283 1,685,112 1,611,641 4,549,960 4,391,924
Net assets— end of year $ 2892792 $ 2864848 $ 1,767,143 $ 1685112 $ 4,659,935 $ 4,549,960
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Financial Analysis of the Government’s Funds
The City uses fund accounting to ensure and demonstrate compliance with finance-related requirements.
Governmental Funds

The focus of the City’s governmental funds isto provide information on near-term inflows, outflows and
balances of spendable resources. Such information is useful in ng the City’ s financing
requirements. In particular, unrestricted fund balance may serve as a measure of a government’s net
resources available for future use.

Asof April 30, 2012, the City’ s governmental funds have combined ending fund balances of

$495.5 million. The total fund balance increased by $34.1 million during fiscal year 2012. The fund
balances for governmental funds are reported using classifications that comprise a hierarchy based
primarily on the extent to which the City is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent. The five categories of governmental fund balance are nonspendable,
restricted, committed, assigned and unassigned. The committed, assigned and unassigned classifications
are considered to be unrestricted and these total to $194.6 million for al governmental funds.

Major Funds

The general fund isthe chief operating fund of the City. At April 30, 2012, the total fund balance of the
general fund was $44.7 million and expenditures were $423.8 million. The total fund balance decreased
by $2.7 million (excluding the restatement of beginning fund balance) during fiscal year 2012. The
unrestricted portion of the fund balance totals to $43.9 million. A portion of the general fund's fund
balance is committed to a stabilization arrangement or emergency reserve in the amount of $34.6 million.
It is useful to compare the amount of the emergency reserve to total fund expenditures. The emergency
reserve represents 8.2% of the total fund expenditures.

The relatively small $2.7 million or 5.6% decrease in total fund balance is attributable to a variety of
factors. Some of the large variances from the prior year include a:

$5.2 million decrease in tax revenues

$12.3 million decrease in licenses, permits and franchise fee revenues
$6.6 million decrease in service charge revenues

$2.8 million increase in rent and concession revenues

$5.4 million decrease in general government expenditures

$3.9 million decrease in public works expenditures

$3.6 million increase in neighborhood development expenditures
$1.5 million decrease in culture and recreation expenditures

$1.5 million decrease in convention facilities expenditures

$2.0 million decrease in transfers out

The capital improvements fund is the City’s other major governmental fund. At April 30, 2012, the total
fund balance of the capital improvements fund was $128.9 million and expenditures were $104.0 million.
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

The total fund balance decreased by $10.2 million during fiscal year 2012. The unrestricted portion of
fund balance totals to $128.9 million. It may be useful to compare the amount of unrestricted fund
balance to total fund expenditures. The unrestricted portion of fund balance represents 123.9% of the
total fund expenditures.

The water fund, sewer fund (including storm water) and the airports funds, all of which are business-type
activities, are also mgjor funds. At April 30, 2012, unrestricted net assets of the water fund were $57.0
million, while total net assets were $537.2 million. Asameasure of the water fund’ s liquidity, it may be
useful to compare unrestricted net assets to total fund operating expenses. Unrestricted net assets
represent 65.5% of the total fund operating expenses.

There was $73.4 million in unrestricted net assets for the sewer fund and total net assets of $710.7 million.
Asameasure of the sewer fund' sliquidity, it may be useful to compare unrestricted net assetsto tota fund
operating expenses. Unrestricted net assets represent 85.2% of the total fund operating expenses.

For the airports funds, there was $67.0 million in unrestricted net assets, with total net assets of $519.3
million. Asameasure of the airports fund’ s liquidity, it may be useful to compare unrestricted net assets
to total fund operating expenses. Unrestricted net assets represent 50.3% of the total fund operating
EXpenses.

General Fund Budgetary Highlights

During fiscal year 2012, there was a $3.2 million decrease in appropriations for expenditures and other
financing uses between the original and final amended budget and a $3.1 million increase in estimated
revenues and other financing sources. The actual expenditures and other financing uses were under the
final amended budget by $22.0 million and actual revenues and other financing sources were under the
final amended budget by $23.6 million. Individual department variances between actual expenditures and
final budget were normal variances in most instances. However, General Services, City Manager,
Contingent Appropriation, Public Works and operating transfers out had large variances. The variance
for General Serviceswas primarily due to not spending all available appropriations for debt repayment on
financed vehicles. The City Manager variance was primarily due to not spending all available
appropriations for salary expense in the office of management and budget, waste management training
and contractual services for the emergency management office. A portion of the contingent appropriation
was not needed to cover unexpected expenditures. The Public Works variance was primarily due to not
spending all available appropriations for avariety of projects or activities. The three largest variances
were for salary expensein their executive and administrative offices, street preservation and maintenance
and bridge preservation and maintenance. The operating transfers out variances were primarily due to not
transferring all available appropriations to the Motor Fuel Tax Fund, Convention and Tourism Fund,
Community Centers Fund and STIF East Village Fund.

Capital Assets and Debt Administration

Capital Assets

The City uses the modified approach when accounting for street surfacing, bridges/culverts and street
lighting and uses straight-line depreciation when accounting for curbs, sidewalks, traffic signals, signage,
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

guard rails, buildings, improvements, machinery and equipment, land improvements and fountains and
monuments. The City’ sinvestment in capital assets, net of related debt, for governmental and
business-type activities as of April 30, 2012 amountsto $4.316 billion. Thisinvestment in capital assets,
net of related debt, includes land, buildings, improvements, machinery and equipment, land
improvements, monuments/fountains and other works of art, street surfacing, bridges/culverts, curbs,
sidewalks, street lighting, traffic signals, signage, retaining walls and guard rails. The total increase in the
City’sinvestment in capital assets, net of related debt, for fiscal year 2012 was 0.9% (a 0.2% decrease for
governmental activities and a 3.2% increase for business-type activities).

Major capital asset events during fiscal year 2012 included the following:

e Capital assets, net of depreciation and disposals, increased $199.6 million.

Governmental capital assets, net of depreciation and disposals, increased by $145.7 million, mainly due
to: $18.73 million for the new South Patrol Police Station, $9.88 million for parks and trails, $18.26
million for the public safety radio system, $7.06 million for Longview Park Aquatics Center, $4.75
million for Northeast Community Center, and $87.02 million spent for various infrastructure projects.

e Businesstype capital asset additions, net of depreciation and disposals, had a net increase of
$53.9 million mainly due to:

e $9.5 million decrease for depreciation of Aviation assets
e $31.0 million for water utility lines and improvements
o $32.4 million for sewer utility lines and improvements

During fiscal year 2012, the conditions of the City’ s three networks of infrastructure assets accounted for
using the modified approach had the following changes.

The overall condition level of the roadway system went from 78.13 in FY 2011 to 68.37 in FY 2012 on a
rating scale of 100, indicating the overall condition dropped to a poor condition. The City’sintent isto
obtain an overall rating of not less than 80. The City will determine during fiscal year 2013 what steps
will be taken to bring the roadway system’s overall condition level to an established condition level.

The overall condition level of the bridges went from 76.32 in FY 2011 to 76.54 in FY 2012 on arating
scale of 100, indicating the overall condition maintained a better condition. The City’sintent isthat at
least 75% of the bridges should be at a good or better condition (a condition level of 65 or better), with no
more than 10% being in substandard condition (a condition level of lessthan 45).

The overall condition level of the street lighting went from 92.68 in FY 2011 t093.90in FY 2012 ona
rating scale of 100, indicating the overall condition maintained a better condition. The City’sintent isto
obtain an overall rating of not less than 90 with no more than 10% being below the better condition rating.

During fiscal year 2012, the actual amount of dollars expended to preserve and maintain the roadway

system, bridges and street lighting assets were 26.8%, 10.4% and 67.3% of the amount needed,
respectively.
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Buildings & improvements
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Construction in progress
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

Capital Assets
(In thousands)

Governmental Activities Business-type Activities Total

2011-12 2010-11 2011-12 2010-11 2011-12 2010-11
$ 349,638 $ 339,873 $ 53326 $ 51,791 $ 402,964 $ 391,664
174 74 174 74
1,199,844 1,135,668 1,105,710 1,096,052 2,305,554 2,231,720
122,568 121,526 122,568 121,526
612 558 612 558
215,590 201,059 215,590 201,059
212,186 164,933 202,686 197,131 414,872 362,064
2,172,682 2,074,380 2,172,682 2,074,380
173,018 155,937 1,821,086 1,717,383 1,994,104 1,873,320
(601,207) (532,138) (1,206,816) (1,130,785) (1,808,023) (1,662,923)
321,469 359,007 158,174 148,718 479,643 507,725
$ 4,166,574 $ 4,020,877 $ 2,134,166 $ 2,080,200 $ 6,300,740 $ 6,101,167

Additional information on the City’ s capital assets can be found in Note 6 on pages A-77 to A-80.

Long-term Debt

Asof April 30, 2012, the City (the primary government) had total bonded debt outstanding of

approximately $2.50 billion. Of this amount, $449.3 million was comprised of debt backed by the full

faith and credit of the government. Additionally, the City has outstanding debt of $1.19 billion of limited
obligation revenue bonds. The remainder of the City’s debt represents bonds secured solely by specified
revenue sources of the water, sewer, and airport systems totaling approximately $856.05 million.

Bonded debt outstanding:
General obligation bonds
Revenue bonds
Special assessment debt with

government commitment

Limited obligation debt
Tota

Long-term Debt
(In thousands)

Governmental Activities Business-type Activities Total
2011-12 2010-11 2011-12 2010-11 2011-12 2010-11
$ 449290 $ 341540 $ - $ - $ 449290 $ 341,540
- - 856,046 774,295 856,046 774,295
- 700 - - - 700
1,191,494 1,195,101 - - 1,191,494 1,195,101
$ 1,640,784 $ 1,537,341 $ 856,046 $ 774295 $ 2,496,830 $ 2,311,636
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City of Kansas City, Missouri

Management’s Discussion and Analysis
April 30, 2012

The City’ stotal debt increased from fiscal year 2010-11 by $185.2 million primarily due to $433.6
million in principal payments and refunding bonds, offset by the following bonds issued during the fiscal
year ending April 30, 2012;

$5.8 million of Master L ease Purchase Agreement (Fleet Acquisition Projects)

$2.0 million MTFC Loan Fifth Draw, (Paseo Bridge Project)

$4.3 million Sanitary Sewer Revenue Bonds, Series 2009B Additional Draw (Sanitary Sewer
System Project) @

$89.2 million Sanitary Sewer Revenue Bonds, Series 2012A (Sanitary Sewer System Project)
$47.7 million Water Revenue Bonds, Series 2012A (Water System Project)

$216.9 million City of Kansas City, Missouri General Obligation Improvement and Refunding
Bonds, Series 2012A (Refunding of Series 2003F and 2004F General Obligation Bonds and
funding the Basic Infrastructure, Zoo and Public Safety Projects)

$16.0 million Special Obligation Bonds, Series 2012A (Revenue System and Public
Infrastructure Projects)

$59.3 million Specia Obligation Taxable Refunding and Improvement Bonds, Series 2012B
(Full refunding of Planned Industrial Expansion Authority L easehold Revenue Bonds, Series
2001, Kansas City Municipa Assistance Corporation L easehold Revenue Bonds, Series 2001A,
partial refunding of Kansas City, Missouri Special Obligation Bonds, Series 2010B, partial
redemption of Bank of America, N.A. promissory note and funding the Downtown Residential
and 63" and Prospect Projects)

$177.5 million Industrial Development Authority of the City of Kansas City, Missouri (“IDA™)
Refunding Revenue Bonds (Converting IDA Variable Rate Demand Tax-exempt Revenue Bonds,
Series 2005B, 2006A and 2006B to fixed rate bonds)

(1) The$16 million par amount was not actually delivered at bond closing by the Missouri Department of Natural Resources (the

“Purchaser” of the bonds). The Purchaser will fund requisition reimbursements made by the City (“ Purchase Price Installment”)
fromtime to time. The accumulative total of the Purchase Price Installment less principal repayment will equal the outstanding
principal of the bonds.

(Note: In connection with the issuance of an alternate irrevocable direct-pay letter of credit provider for the City of Kansas City,
Missouri Variable Rate Demand Tax-exempt Special Obligation Bonds (H. Roe Bartle Convention Center Project), Series 2008E
and 2008F (collectively referred to herein as “Bartle Hall Bonds”) and the amendment and restatement of the Series 2008E original
indenture, the City remarketed the Bartle Hall Bonds and issued a remarketing supplement to the origina official statement. The
remarketing of the bondsis not considered as a new bond issuance and therefore it is not included in the above list of new bonds.)
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Asof April 30, 2012, the City’ s bond credit ratings are shown in the following table:

Moody’s Standard and Fitch's

Type of Bonds Issued Rating Poor’s Rating Rating
General obligation bonds Aaz AA AA
Kansas City, Missouri Special Obligation Bonds

(Series 2012A and 2012B) Al AA- A+
Water revenue bonds (senior lien bonds) Aa2 AA+ Not rated
Sewer revenue bonds (junior lien bonds) Aa2 AA Not rated
Airport revenue bonds (senior lien bonds) A2 A+ A
Airport revenue bonds (subordinate lien bonds) A3 A A-
Airport PFC bonds A3 A A

Article VI, Sections 26(b) and (c) of the state constitution permits the City, by avote of the qualified
electors, to incur indebtedness for City purposes in an aggregate amount not to exceed 10% of the
assessed value of property within the City. Article VI, Section 26(d) of the state constitution permits the
City, by avote of the qualified electors, to incur indebtedness for the purposes of acquiring right-of-way,
construction, extending and improving streets and improving sanitary or storm sewer systemsin an
aggregate amount not to exceed 10% of the assessed value of property within the City. Article VI,
Section 26(e) of the state constitution permits the City, by avote of the qualified electors, to incur
indebtedness for the purposes of purchasing or constructing waterworks, electric or other light plantsin an
aggregate amount not to exceed 10% of the assessed value of property within the City. The aggregate
limit of GO debt is 20% of the assessed value of property within the City.

The City’ s constitutional debt limit calculated as of April 30, 2012 is $1.4 billion. The City’s current
legal debt margin is $916 million, which takes into account outstanding general obligation bonds less debt
service fund balances totaling $447 million. Additional information regarding the City’ s long-term debt
can be found in Note 7 on pages A-81 to A-112 of this report.

Economic Factors and Next Year’'s Budgets and Rates

o Per the Bureau of Labor Statistics, the unemployment rate, not seasonally adjusted data for the
Kansas City metropolitan statistical areaat April 30, 2012 was 6.6%, which is 1.2 percentage
points lower than the rate one year ago. This compares favorably to the state and national
unemployment rates of 6.9% and 7.7%, respectively.

e Inflationary trendsin the Kansas City metropolitan statistical area from the first half of 2011 to
the first half of 2012 per the Consumer Price Index — all urban consumers (CPI-U), not seasonally
adjusted data reflect a 2.6% increase in the region as compared to national indices of a2.3%
increase from April 2011 to April 2012.

Both of these factors are considered in preparing the City’ s budget.
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Management’s Discussion and Analysis
April 30, 2012

Request for Information

Thisfinancia report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’ s finances and to show accountability for the money it
receives. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the City Controller’s Office, 414 East 12th
Street, Suite 302, Kansas City, Missouri 64106.
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City of Kansas City, Missouri
Statement of Net Assets
April 30, 2012
(In thousands of dollars)

Primary Government

Discretely
Business- Presented
Governmental Type Component
Activities Activities Total Units
Assets

Cash and investments $ 470,030 $ 204,930 674,960 $ 29,374

Receivables, net
Taxes 77,134 - 77,134 -
Accounts 10,198 33,881 44,079 654
Interest 1,387 686 2,073 8
Other 359 550 909 3,690
Special assessments—net 3,580 11 3,591 -
Due from other governments 21,779 3,238 25,017 3,175
Due from primary government - - - 8,294
Due from component units 7,003 - 7,003 -
Inventories - 3,605 3,605 2,091
Prepaid items - 473 473 -
Bond issue costs - net 13,433 9,427 22,860 4,282
Other assets - - - 3,299

Restricted assets
Cash and short-term investments 88,608 313,609 402,217 102,680
Accounts receivable - 3,198 3,198 29,459
Accrued interest receivable - 1,043 1,043 -
Net long-term lease receivable - 8,828 8,828 -
Capital assets, nondepreciable 2,843,963 211,500 3,055,463 14,636
Capital assets, depreciable, net 1,322,611 1,922,666 3,245,277 37,964
Total assets 4,860,085 2,717,645 7,577,730 239,606

Deferred Outflows

Accumulated decrease in fair

value of hedging derivatives 26,547 - 26,547 -

See Notes to Basic Financial Statements
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City of Kansas City, Missouri
Statement of Net Assets
April 30, 2012
(In thousands of dollars)

Liabilities

Accounts payable

Other accrued items

Construction contracts and

retainages payable

Intemal balances

Prepaid lease revenue

Due to primary govemment

Due to component units

Uneamed revenue

Accrued interest

Other liabilities

Long-term liabilities
Due within one year
Demand bonds due within one year
Claims payable due within one year
Due in more than one year
Claims payable due in more than one year
Net pension obligations due in more than one year
Other post employment benefits due

in more than one year

Total liabilities

Net Assets (Deficit)
Investment in capital assets, net
of related debt
Restricted for
Grants
Principal and interest
Insurance reserves
Aviation operations
Special programs
Unrestricted (deficit)
Total net assets (deficit)

See Notes to Basic Financial Statements

Primary Government Discretely
Business- Presented

Governmental Type Component

Activities Activities Total Units

$ 55,668  § 19,234 74902 % 4,081

28,538 3,468 32,006 6,729

7,017 2,687 9,704 -

8,135 (8,135) - -

- 2,891 2,891 -

- - - 7,003

8,294 - 8,294 -

16,980 - 16,980 1,415

50,003 10,570 60,573 3,001

32,018 1,500 33,518 13,480

73,839 56,180 130,019 51,988

3,816 - 3,816 -

9,470 2,926 12,396 -

1,586,845 825,960 2,412,805 678,175

27,127 8,323 35,450 -

38,006 12,162 50,168 70,384

48,084 12,736 60,820 10,926

1,993,840 950,502 2,944,342 847,182

2,860,901 1,455,098 4,315,999 53,178

2,526 - 2,526 -

53,034 41,210 94,244 124,263

800 - 800 -

- 73,390 73,390 -

- - - 8,236

(24,469) 197,445 172,976 (793,253)

3 2,802,792  § 1,767,143 4659935 § (607,576)
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City of Kansas City, Missouri
Statement of Activities
Year Ended April 30, 2012
(In thousands of dollars)

Net (Expenses) Revenues and

Program Revenues Changes in Net Assets
Primary Government Discretely
Operating Capital Business- Presented
Charges for Grants and Grants and Governmental Type Component
Functions/Programs Expenses Services Contributions  Contributions Activities Activities Total Units
Primary Government
Govemmental activities
General government s 139.636  § 186,656 s 59.522 $ - $ 106,542 M - s 106.542 s -
Public safety 354.495 37787 6.997 - (309.711) - 309711 -
Public works 161,870 27611 - 36,739 (97.5200 - (97.520)
Neighborhood development 66,847 18.850 27.166 - (20.831) - (20.831)
Health 54,489 3277 12,107 - (39.105) - (39,108)
Culture and recreation 57211 8,068 7467 - (41.676) - (41.676)
Convention facilitics 46,653 7324 1,616 * (37.113) - 71713
Economic development 2,003 160 - . (1,843) - (1.843)
Unallocated depreciation 1.232 - - - (1.232) - (1.232)
Interest on long-termdebt and
amortization of bond issue costs 78,194 - - - (78,194 - (78.194) -
Total govemmental activitics 962,630 289733 114.875 36,739 (521.283) - (521.283)
Business-type activities
Water 97.010 125247 - 4.515 - 32,752 32,752 -
Kansas City airports 147,722 133.844 155 17075 - 3352 3352
Sewer 92.288 116,336 14.330 - 38378 38,378 -
Total business-type activities 337,020 375427 155 35,920 - 74,482 74,482 -
Total primary government $ 1299650 $ 665,160 s 115,030 $ 72,659 (521,283) 74482 (446,801} -
Total component units $ 355.380 b 12.183 $ 200,625 s 13314 (129.258)
General Revenues
Taxes
Propenty taxes, levied for general purposes 111174 - 111,174 -
Property taxes, levied for debt service 10,015 - 10,015 -
Eamings and profits taxes 183.662 - 183,662 -
Sales tares 150.941 - 150,941 1450
Local option use taxes 26364 - 26,364 -
Hotel and restaurant taxes 36,244 - 36,244 -
Gaming taxes 16873 - 16.873 -
Railroad and utility taxes 5404 - 5404 -
Cigarette taxes 2.781 - 2,781 -
Taxincrement financing revenues - - - 103,734
Investment camings 5769 7549 13,318 118
Miscellanecous—contributions - - - 4
Total general revenues and transfers 549.227 7.549 556,776 105.306
Change in net assets 2794 82,031 19.975 (23.952)
Net Assets, Beginning of Year, as r d 2,864,848 1.685,112 4,549,960 (583,624)
Net Assets, Ending of Year $ 2.892,792 3 1,767,143 s 4,659,935 s (607.576)

See Notes to Basic Financial Statements



City of Kansas City, Missouri
Governmental Funds Balance Sheet
April 30, 2012
(In thousands of dollars)

Nonmajor Total
Capital Governmental Governmental
General Improvements Funds Funds
Assets
Cash and cash equivalents $ 78,601 $ 119,663 $ 263,521 $ 461,785
Receivables
Taxes 48,887 11,570 36,181 96,638
Municipal court 3,550 - - 3,550
Accounts 4,802 - 13,901 18,703
Special assessments 7,613 - 6,908 14,521
Interest and dividends 476 488 394 1,358
Other 360 - 1,327 1,687
Allowance for uncollectible receivables (16,102) - (28,194) (44,296)
Due fromother governments 209 6,200 15370 21,779
Due fromother funds 394 17,643 7,870 25,907
Due fromcomponent units 7,003 - - 7,003
Restricted assets - cash
and short-terminvestments 634 - 87,974 88,608
Total assets $ 136,427 $ 155,564 $ 405,252 $ 697,243
Liabilities and Fund Balances
Liabilities
Accounts payable $ 16,270 $ 11,396 $ 28,002 $ 55,668
Other accrued items 4,375 58 3,657 8,090
Construction contracts and retainages payable - 2,065 4,952 7,017
Due to other funds 10,997 3,376 19,669 34,042
Due to fiduciary funds 8,401 3,675 6,223 18,299
Due to component units 7,164 - 1,130 8,294
Deferred income 44,536 6,140 14,226 64,902
Other liabilities - - 5,394 5,394
Total liabilities 91,743 26,710 83,253 201,706
Fund Balances
Restricted 800 - 300,109 300,909
Committed 38,385 100,065 5,142 143,592
Assigned 5,499 28,789 22,066 56,354
Unassigned - - (5,318) (5,318)
Total fund balances 44,684 128,854 321,999 495,537
Total liabilities and fund balances $ 136,427 $ 155,564 $ 405,252 $ 697,243

See Notes to Basic Financial Statements A-21



City of Kansas City, Missouri

Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Assets

April 30, 2012
(In thousands of dollars)

Fund balances—total govemmental funds
Capital assets used in govemmental activities are not financial resources and, therefore,
are not reported in the governmental funds:
Govemmental capital assets
Less: accumulated depreciation
Net effect of capital assets
Interest on long-term debt is not accrued in govemmental funds,
but rather is recognized as an expenditure when due
Revenues that are defemred in the govemmental funds due to the City not receiving cash within
sixty days are recognized as revenue in the governmental activities in the statement of net assets
Bond issue costs, net of related amortization, are not recorded as an asset in the
govemmental funds
Accumulated net decrease in fair value of hedging derivatives are not reported
in the govemmental funds
Interest rate swap liabilities and assets are not reported in the govemmental funds
Long-term obligations, including bonds and notes payable, are not due and payable in the
current period and, therefore, are not reported in the govemmental funds
Bonds and notes payable
Unamortized premium on bond issues
Deferred discount on bond issues
Deferred charges on refunding
Pension obligations are not recorded as a liability in the govemmental funds
Other post employment benefits are not recorded as a liability in the governmental funds
Compensated absences
Claims payable
Net effect of long-term obligations
Intemal Service funds are used by management to charge the cost of certain activities
to individual funds. The assets and liabilities of the intemal service funds are included
in the governmental activities in the statement of net assets

Net assets of governmental activities

See Notes to Basic Financial Statements

4,767,781
(601,207)

(1,640,784)
(45,311)
9,821
40,713
(38,006)
(48,084)
(28,939)
(36,597)

$ 495,537

4,166,574
(50,003)
41922
13,433

26,547
(26,547)

(1,787,187)

6,516
$ 2,892,792
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City of Kansas City, Missouri
Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balances
Year Ended April 30, 2012
(In thousands of dollars)

Non-Major Total
Capital Governmenta! Governmental
General Improvements Funds Funds
Revenues
Taxes 3 278,705  § 63227 % 201,394 % 543,326
Licenses, permits and franchises 114,738 - 23,016 137,754
Fines and forfeitures 15,245 - 564 15,809
Rents and concessions 4,446 - 14,784 19,230
Investment income and interest 1416 2,229 (5,730) (2,085)
Charges for services 44,536 - 35,841 80,377
Intergovernmental revenues 5322 13,633 86,125 105,080
Special assessments 515 - 6,716 7,231
Contributions 1,271 21934 4,108 27313
Other 6,227 3,102 12,179 21,508
Total revenues 472421 104,125 378,997 955,543
Expenditures
Cument
General govemnment 85,762 2,366 26,672 114,800
Fire 84,455 - 44,396 128,851
Public works 29,168 20,799 35,904 85,871
Neighborhood development 26,865 1,615 36,590 65,070
Health - - 52,778 52,718
Culture and recreation 6,512 2,702 29,368 38,582
Convention facilities - - 30,478 30,478
Nondepartmental - - 2,486 2,486
Police 184,854 - 7,893 192,747
Intergovemmental
KCATA - - 44,746 44,746
Debt service
Principal retirement 1,865 - 70,679 72,544
Interest 403 - 62,119 62,522
Fiscal agent fees 5 - 2,44 2,249
Bond issue costs - - 3,640 3,640
Swap settlement payment - - 5,306 5,306
Capital outlay
Public works 678 53,706 91,228 145,612
Health - - 343 343
Culture and recreation 59 20417 11,222 31,698
Convention facilities - - 2,798 2,798
Neighborhood development - 432 2,770 3,202
Fire 171 - 3,285 3,456
Police 151 - 578 729
General govemment 2,818 1,923 28,838 33,579
Total expenditures 423,766 103,960 596,361 1,124,087
Excess (deficiency) of revenues over
expenditures 48,655 165 (217,364) (168,544)
Other Financing Sources (Uses)
Transfers in 7,867 736 151,784 160,387
Transfers out (59,189) (13,128) (88,070) (160,387)
Issuance of debt - 2,000 189,873 191,873
Premium on bond issue - 11,249 11,249
Discount on bond issue - - (37 31
Issuance of refunding debt - - 285,639 285,639
Premium on refunding bond issue - 20,073 20,073
Discount on refunding bond issue - (714) (714)
Payment to refund bond escrow agent - - (304,776) (304,776)
Other financing sources (uses), net (51,322) (10,392) 264,321 202,607
Net change in fund balances (2,667 (10,227) 46,957 34,063
Fund Balances, Beginning of Year, as restated 47,351 139,081 275042 461,474
Fund Balances, End of Year 3 44684 8§ 128854  § 32199 % 495,537

See Notes to Basic Financial Statements A-23



City of Kansas City, Missouri

Reconciliation of the Governmental Funds Statement of Revenues,

Expenditures and Changes in Fund Balances to the Statement of Activities

Year Ended April 30, 2012
(In thousands of dollars)

Net change in fund balances—iotal govemmental funds

Amounts reported for govemnmental activities in the
statement ol activitics are different because:
Govemnmental 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 reponted as depreciation expense. The
following is the detail of the amount by which capital outlays exceeded
depreciation in the current perod:
Capital outlay
Depreciation
Capital outlay- loss on disposal of assets and decreases to construction
in progress balances
Contributions of capital assets do not provide current financial resources
and are not reported as revenues in the funds
Contribution of capital assets to the proprictary funds are not reported as
expenditures by the governmental funds
Net effect of capital assets
Revenues in the statement of activities that do not provide curment
financial resources are not reported as revenues in the funds
Interest expense on long-term debt is not accrued in govemmental funds,
but rather is recognized as an expenditure when due:
Change in accrued interest payable
The issuance of long-termdebt (for example, bonds, notes and loans) provides current
financial resources to govemnmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources
of governmental funds. Also, governmental funds repon the effect of
issuance costs, premiums, discounts, and similar items when debt is first
issucd, whereas these amounts are deferred and amorntized in the
statement of activitics. In the statement of activities, interest is acerued
on outstanding bonds, whereas in the governmental funds, an interest
expenditure is reported when due. The following is the detail of the net
cffect of these differences in the treatment of long-term debt:
Bond and note proceeds, including premiunvdiscount
Repayment of principal (bonds, loans, capitalized lease obligations)
Defeasance of debt refunding
Amortization of premiunydiscount, net
Bond issue costs
Amonization of bond issuc costs
Deferred charge on refunding
Amortization of deferred charge on refunding
Net effect of long-termdebt
Long-termobligations are not payable fromcurrent financial resources and are not
reported as liabilities of the govemmental funds
Change in net pension asset/obligation
Change in other post employment benefits
Change in claims payable
Change in compensated absences
Net effect of other long-termobligations
Net effect of all long-term obligations
Intemnal service funds are used by management to charge the costs
of various activitics intemnally to individual funds. The change in net assets of
cenain activities of intemal service funds is reported with
govemmental activities

Change in net assets of govemnmental activities

See Notes to Basic Financial Statements

221417
(72,931)

(5.413)

8,806

(6,182)
145,697

(7,612)

(8,560)

(507,383)
72,544
301,525
6,708
3640
(2.804)
16,468
(3.223)
(112,525)

(8,957)

(4,183)

(7,258)

(1,906)

(22,304
(134,829)

(815)

$ 27.944
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Assets
Current Assets
Cash and cash equivaients
Investments
Receivabies
Accounts
Interest and dividends
Allowance for uncoiiectible receivabies
Notes receivable - current
Due from other governments
Due fromother funds
Prepaid items
Inventories
Totai unrestricted assets
Restricted assets
Cash and cash equivaients
Investments
Accounts receivable
Interest receivable
Total restricted assets
Totai current assets
Noncurrent Assets
Restricted assets—investments
investments
Notes receivable
Due fromother funds
Capital assets, nondepreciabie
Capital assets, depreciable, net
Speciai assessments, net
Bond issue costs, net
Total noncurrent assets
Totai assets

See Notes to Basic Financial Statements

City of Kansas City, Missouri
Proprietary Funds Statement of Net Assets
April 30, 2012
(In thousands of dollars)

Business-type Activities—Enterprise Funds

Governmental
Activities
Internal
Service Fund
Kansas City KCMO
Water Airports Sewer Total Healthcare
$ 3,174 $ 4,345 $ 4,250 $ 11,769 $ 8,245
8,85i 11,608 12,053 32,512 -
24,069 2,678 25,364 52,111 1,163
174 267 245 686 29
(9,688) (598) 1.94) (18,230) -
550 - - 550 -
- 3,238 - 3,238 -
30 2,366 9 2,405 -
- 473 - 473 -
2415 789 401 3,605 -
29,575 25,166 34,378 89,119 9,437
5,704 5274 8,916 19,894 -
15479 15,268 30,618 61,365 -
- 3,198 - 3,198 -
252 345 446 1,043 -
21,435 24,085 39,980 85,500 -
51,0i0 49,251 74,358 174,619 9,437
59,262 74,969 98,119 232,350 -
43,459 58,005 59,185 160,649 -
8,828 - - 8,828 -
- 6,i48 - 6,i48 -
95,998 47,159 68,343 211,500 -
585,379 602,240 735,047 1,922,666 -
ii - - 1 -
4,265 2,286 2,876 9427 -
797,202 790,807 963,570 2,551,579 -
$ 848,202 $ 840,058 $ 1,037,928 3 2,726,198 $ 9,437




City of Kansas City, Missouri

Proprietary Funds Statement of Net Assets

Liabilities
Cument liabilities
Accounts payabie
Compensated absences
Other accrued expense
Due to other funds
Prepaid lease revenue
Claims payable
Total liabilities payable from unrestricted assets
Liabilities payable fromrestricted assets
Matured bonds and coupons
Accrued interest and fiscal agent fees
Customer deposits and other liabilities
Construction contracts and retainages payable
Revenue bonds, portion due within one year
Total iiabiiities payable fromrestricted assets
Totai current liabilities
Noncurrent liabilities
Compensated absences
Pension liability
Claims payabie
Post retirement liability
Revenue bonds, less current portion
Totai noncurment fiabilities
Total fiabilities

Net Assets
Invested in capitai assets, net of reiated debt
Restricted for
Principal and interest
Airiine operations
Unrestricted
Totai net assets

9ec-v

See Notes to Basic Financial Statements

April 30, 2012
(In thousands of dollars)

Business-type Activities—Enterprise Funds

Governmental
Activities
Internal
Service Fund
Kansas City KCMO
Water Airports Sewer Total Healthcare
5,280 $ 8,761 5193 19,234 $ 24
608 47i 500 1,579 -
2,004 227 1,237 3468 2,897
388 - 30 4i8 -
- 2,891 - 2,891 -
1,518 326 1,082 2,926 -
9,798 12,676 8,042 30,516 2,92i
- 289 - 289 -
4,080 1,989 4,50i 10,570 -
(A]] - - 1,211 -
1,761 - 926 2,687 -
i8,i00 20,245 16,256 54,60i -
25,152 22,523 21,683 69,358 -
34,950 35,199 29,725 99,874 292i
2214 1,663 1,666 5,543 -
4310 4,244 3,607 2,162 -
4,469 744 3,110 8,323 -
4,526 44i2 3,798 2,736 -
260,557 274,513 285,347 820417 -
276,077 285,576 297,528 859,181 -
311,027 320,775 327,253 959,055 292§
470,155 355499 629,444 1,455,008 -
10,009 23,386 7815 41,210 -
- 73,390 - 73,390 -
57,021 67,008 73,416 197,445 6,516
537,i85 $ 519,283 710,675 1,767,i43 $ 6,516




City of Kansas City, Missouri
Proprietary Funds Statement of Revenues, Expenses
and Changes in Fund Net Assets
Year Ended April 30, 2012
(In thousands of dollars)

Business-type Activities—Enterprise Funds

Governmental
Activities
Internal
Service Fund
Kansas City KCMO
Water Airports Sewer Total Healthcare

Operating Rewenues
Charges for services $ 118,221 $ 105,616 $ 111,681 $ 335518 $ 50,083
Other 7,026 1,305 4,651 12,982 60
Total operating revenues 125,247 106,921 116,332 348,500 50,143

Operating Expenses
Salaries, wages and employee benefits 27,650 29,544 25,021 82,215 -
Supplies and materials 10,169 4,281 5316 19,766 -
Utilities 8379 - 8,857 17,236 -
Contractual services 12,836 43,878 16,181 72,895 342
Repairs and maintenance 12,883 - 7,629 20,512 -
Insurance 1,315 - 831 2,146 1,609
Claims - - - - 46,401
Claims-administration - - - 2,750
Depreciation and amortization 13,793 55,625 22,376 91,794 -
Other 18 - - 18 -
Total operating expenses 87,043 133,328 86,211 306,582 51,102
Operating income (loss) 38,204 (26,407) 30,121 41918 (959)

Nonoperating Revenues (Expenses)

Investment income 1,458 3,174 2917 7,549 144
Interest expense and fiscal agent fees (9,775) (14,091 (6,077) (29,943) -
Passenger facility charges - 20,887 - 20,887 -
Customer facility charges - 6,036 - 6,036 -
Grants - 155 - 155 -
Other revenue - - 4 4 -
Other expense (192) (303) - (495) -
Total nonoperating revenues (expenses), net (8,509) 15,858 (3,156) 4,193 144
Income (loss) before capital contributions 29,695 (10,549) 26,965 46,111 (815)
Capital contributions 4,515 17,075 14,330 35,920 -
Change in net assets 34,210 6,526 41,295 82,031 815)
Net Assets, Beginning of Year 502,975 512,757 669,380 1,685,112 7,331
Net Assets, End of Year $ 537,185 $ 519283 $ 710,675 $ 1,767,143 $ 6,516

See Notes to Basic Financial Statements
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City of Kansas City, Missouri
Proprietary Funds Statement of Cash Flows
Year Ended April 30, 2012
(In thousands of dollars)

Business-type Activities—Enterprise Funds

Governmental
Activities

Internal
Service Fund

Kansas City KCMO

Water Airports Sewer Total Healthcare
Operating Activities

Cash received fromcustomers $ 126,378 3 110,016 $ 117,687 $ 354,081 $ 49,913
Cash paid to suppliers (50,676) (47,952) 42,719) (141,347) (51,557)
Cash paid to employees (26,043) (27,789) (23,703) (77,535) -
Other cash paid for operations - - - - (180)

Net cash provided by (used in)
operating activities 49,659 34,275 51,265 135,199 (1,824)

Noncapital Financing Activities

Loan to general fund, repayment - 1,890 - 1,890 -
Proceeds from operating grants - 155 - 155 -
Net cash provided by noncapital
financing activities - 2,045 - 2,045 -
Capital and Related Financing Activities
Acquisition and construction of capital assets (35,639) (44,739 (32,632 (113,010 -
Proceeds fromissuance of revenue bonds and notes, net of
premium and discount 52,462 - 102,298 154,760 -
Proceeds from capital contributions - 17,281 - 17,281 -
Principal paid on revenue bond maturities, notes and
equipment contracts (17,384) (19,555) (15,013) (51,952) -
Interest paid on revenue bonds, notes and
equipment contracts (10,594) (15,020 (8,853) (34,467) -
Refunding of bond principal - - (7,530) (7.530) -
Proceeds fromsale of capital assets 58 89 85 232 -
Debt issuance costs (435) - (635) (1,070) -
Proceeds fromnotes 484 - - 484 -
Passenger facility charges - 20,887 - 20,887 -
Customer facility charges - 6,036 - 6,036 -
Net cash provided by (used in) capital
and related financing activities (11,048) (35,021) 37,720 (8,349) -
Investing Activities
Purchase of investments (104,206) (110,419) (183,580) (398,205) -
Proceeds fromsales and maturities of investments 63,472 106,840 93,233 263,545 -
Interest and dividends on investments 1,332 3,694 3,282 8,308 165
Net cash provided by (used in) investing activities (39,402) 115 (87,065) (126,352) 165
Net increase (decrease) in cash and cash
equivalents (791) 1,414 1,920 2,543 (1,659)
Cash and Cash Equivalents, Beginning of Year 9,669 8,205 11,246 29,120 9,904
Cash and Cash Equivalents, End of Year $ 8,878 $ 9,619 $ 13,166 $ 31,663 $ 8245
Components of Cash and Cash Equivalents,
End of Fiscal Year
Unrestricted 3 3,174 $ 4,345 3 4,250 3 11,769 $ 8245
Restricted 5,704 5,274 8,916 19,894 -
$ 8,878 3 9,619 $ 13,166 $ 31,663 $ 8,245

See Notes to Basic Financial Statements A-28



City of Kansas City, Missouri
Proprietary Funds Statement of Cash Flows (Continued)
Year Ended April 30, 2012
(In thousands of dollars)

Business-type Activities—Enterprise Funds

Governmental
Activities
Internal
Service Fund
Kansas City KCMO
Water Airports Sewer Total Healthcare

Reconciliation of operating income (loss) to net cash
provided by operating activities
Operating income (loss) $ 38,204 $ (26,407) $ 30,121 $ 41918 $ (959)
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities
Depreciation and amortization 13,793 55,625 22,376 91,794 -
Changes in assets and liabilities

Decrease (increase) in accounts receivables 922 4,050 839 5811 (230)
Decrease (increase) in inventories 74) 85 83 94 -
Decrease (increase) in prepaid items - 50 - 50 -
Decrease (increase) in due to and fromother funds, net (38) - 538 500 -
Increase (decrease) in current liabilities,
excluding debt obligations (3,688) 1,255 (2,288) 4,721) -
Increase (decrease) in liabilities payable from - - -
restricted assets, excluding debt obligations 1,294 - 1,065 2,359 -
Increase (decrease) in prepaid lease revenue - (924) - (924)
Increase (decrease) in claims liability ©915) (766) (1,743) (3,429) -
Increase (decrease) in other accrued expenses 161 1,307 274 1,742 (635)
Total adjustments 11,455 60,682 21,144 93,281 (865)
Net cash provided by (used in)
operating activities $ 49,659 $ 34,275 $ 51,265 $ 135,199 $ (1,824)
Noncash activities
Contributions of capital assets $ 4,515 $ - $ 14,330 $ 18,845 $ -
Increase (decrease) in fair value of investments 203 399 427 1,029 -
Accounts payable incurred for the purchase of capital assets 5,052 - 5,255 10,307 -

See Notes to Basic Financial Statements A-29



City of Kansas City, Missouri
Fiduciary Funds Statement of Net Assets
April 30, 2012
(In thousands of dollars)

Private
Pension Purpose Agency
Trusts Trusts Funds
Assets

Cash and cash equivalents 8 17 $ 916 3 19,027

Investments
U.S. government securities 186,438 - -
Municipal bonds 1,790 - -
Corporate bonds and notes 125,077 - -
Common and preferred stock 504,480 - -
Equity exchange-traded-funds 51,244 - -
Fixed income exchange-traded-funds 24,120 - -
Government mortgage-backed securities 16,527 - -
Asset-backed securities 3,289 - -
Commercial mortgage-backed securities 2,553 - -
Collateralized mortgage obligations 4,715 - -
Partnerships-equity 44,817 - -
Partnerships-fixed income 26,136 - -
Private investment funds 8,019 - -
Real estate funds 32,230 - -
Foreign equities 70,433 - -
Foreign debt obligations 4,972 - -
Emerging market equities 33,891 - -
Collective trusts—equities 417,503 - -
Collective trusts—fixed income 261,032 - -
Collective trusts—hedge funds 35,808 - -
Collective trust—real estate 42,390 - -
Commodities funds 4,417 - -
Warrants 2 - -
Futures contracts and options 38 - -
Short-term investment funds 105,552 - -
Hedge fund of funds 76,883 - -

Receivables
Interest and dividends 2,854 2 5
Other 10,076 - 17
Due fromother funds - - 16,890
Due fromthe City 3,082 - -
Securities lending collateral 281,095 - -
Office equipment - net of depreciation 9 - -
Total assets 2,381,489 918 35939

Liabilities
Accounts payable 42,219 - 23,587
Due to fiduciary funds - - 1,673
Securities lending collateral 281,095 - -
Deposits - - 10,679
Total liabilities 323,314 - 35,939
Net assets held in trust for pension benefits

and other purposes $ 2,058,175 $ 918 $ -

See Notes to Basic Financial Statements A-30



City of Kansas City, Missouri
Fiduciary Funds Statement of Changes in Net Assets
Year Ended April 30, 2012
(In thousands of dollars)

Private
Pension Purpose
Trusts Trusts
Additions
City contributions $ 50,792 $ -
Employee contributions 22,380 -
Total contributions 73,172 -
Investment income (expense)
Investment income 34,474 3
Net depreciation in fair value of investments (20,003) -
Investment expense (9,566) -
Securities lending income 713 -
Securities lending expense (54 -
Net investment income 5,624 3
Total additions 78,796 3
Deductions
Pension benefits 133,862 -
Employee refunds 4,983 -
Administrative expense 996 -
Total deductions 139,841 -
Net increase (decrease) (61,045) 3
Net Assets, Beginning of Year 2,119,220 915
Net Assets, End of Year $ 2,058,175 $ 918

See Notes to Basic Financial Statements A-31



City of Kansas City, Missouri
Discretely Presented Component Units Combining Statement of Net Assets
April 30, 2012
(In thousands of dollars)

Port Tax
Authority of Increment
Kansas City, Financing Police
Assets Missouri Commission Department Other Total
Cash and short-term investments 3 3,130 §$ 36 § 16494 § 9714 § 29,374
Receivables
Accounts 55 - 256 343 654
Notes - - - 2,865 2,865
Interest 3 - 1 4 8
Other - - 4 821 825
Due from other governments - - 3,175 - 3,175
Due from primary govemment - - 7,355 939 8,294
Inventories - - 2,050 41 2,001
Restricted assets
Cash and short-term investments 1,561 98,819 1,620 680 102,680
Receivables - 29,459 - - 29,459
Capital assets, nondepreciable 11,649 1,087 - 1,900 14,636
Capital assets, depreciable, net 8,484 - 26,946 2,534 37,964
Assets held for redevelopment 799 - - 2,257 3,056
Bond issue costs, net - 4,282 - - 4,282
Other assets 117 - - 126 243
Total assets 25,798 133,683 57,901 22,224 239,606
Liabilities
Accounts payable 70 468 788 2,755 4,081
Interest payable - 3,001 - - 3,001
Compensated absences—current - - 7,347 - 7,347
Current maturities of debt - 44,470 - 171 44,641
Other accrued expense - - 6,475 254 6,729
Due to primary govemment 148 - 4,993 1,862 7,003
Compensated absences—noncurrent - - 29,470 - 29470
Deferred income 89 - 931 395 1415
Net pension obligation - - 70,384 - 70,384
Long-termdebt - 648,705 - - 648,705
Net OPEB obligation - - 10,926 - 10,926
Other liabilities 655 547 8,043 4,235 13,480
Total liabilities 962 697,191 139,357 9,672 847,182
Net Assets (Deficit)
Invested in capital assets, net of related debt 20,932 1,087 26,946 4,213 53,178
Restricted for
Debt service - 124,263 - - 124,263
Special programs 1,561 - 4,759 1916 8,236
Unrestricted 2,343 (688,858) (113,161) 6,423 (793,253)
Total net assets (deficit) $ 24836 $ (563,508) $ 81,456) $ 12552 § (607,576)

See Notes to Basic Financial Statements A-32
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City of Kansas City, Missouri
Discretely Presented Component Units Combining Statement of Activities
Year Ended April 30, 2012

(In thousands of dollars)

Program Revenues

Net (Expenses) Revenues and Changes in Net Assets

Port Tax
Operating Capital Authority of Increment
Charges for Grants and Grants and Kansas City, Financing Police
Functions/Programs Expenses Services Contributions  Contributions Missouri Commission Department Other Total

Port Authority of Kansas City, Missouri $ 2,699 $ 2,243 $ 36 3 - $ (420 3 - $ - $ - $ 420
Tax Increment Financing Commission 107,416 976 3.165 1,087 - (102,188) - - (102,188)
Police Department 222970 3818 195,155 3,024 - - (20,973) - (20,973)
Other 22,295 5,146 2,269 9,203 - - - (5.677) (5.677)
Total 3 355,380 $ 12,183 $ 200,625 $ 13,314 (420) (102,188) (20,973) (5.677) (129,258)

General revenues
Sales tax - - - 1,450 1,450
Investment eamings 7 94 3 14 118
Miscellaneous—contributions - - - 4 4
Tax increment financing revenues - 103,734 - - 103,734
Total general revenues 7 103,828 3 1,468 105,306
Change in net assets “13) 1,640 (20,970 (4,209) (23,952)
Net assets (deficit)—beginning, as restated 25,249 (565,148) (60,486) 16,761 (583,624)
Net assets (deficit}—ending $ 24,836 $ (563,508) $ (81,456) $ 12,552 $ (607,576)

See Notes to Basic Financial Statements




City of Kansas City, Missouri
Notes to Basic Financial Statements
April 30, 2012

Note 1. Nature of Operations and Summary of Significant Accounting Policies

The City of Kansas City, Missouri (the City) was incorporated in 1850 and covers an area of
approximately 319 square milesin Jackson, Clay, Platte and Cass countiesin Missouri. The City is
acharter city and utilizes a council/manager form of government. The City provides servicesto its
residents in many areas, including public safety, water and sewer services, community environment
and development, recreation and various socia services.

The accounting and reporting policies of the City conform to U.S. generally accepted accounting
principles (GAAP) applicable to local governments. The following isasummary of the more
significant accounting policies and practices of the City.

Financial Reporting Entity

The accompanying financial statements present the City’ s primary government and component
units over which the City isfinancially accountable. Financial accountability is based primarily on
operational or financial relationships with the City (as distinct from legal relationships).
Component units are reported in the City’ sfinancia statements as follows:

Blended Component Units

The following legally separate entities are component units that are, in substance, a part of the
City’ s general operations.

Kansas City Municipal Assistance Corporation (KCMAC) is governed by a seven-member board
appointed by the city manager. Although it islegally separate from the City, KCMAC is reported
asif it were part of the primary government because its sole function is the financing of municipal
projects for the City. The activities of KCMAC are included in the accompanying financial
statements as part of the nonmgjor governmental funds. KCMAC does not have separately issued
financial statements.

The Police Retirement System and the Civilian Employees Retirement System are governed by a
single seven-member board, as defined by state statutes. The City is not legally responsible to pay
the pension contribution for the two police pension plans directly to the pension systems, but
provides funding on behalf of the Board of Police Commissioners. The funding requirement is
separate and apart from the funding requirement of the Board of Police Commissioners. These
retirement systems are reported asif they are a part of the City because their sole function isto
administer police benefit programs the City isrequired to provide. The activities of the retirement
systems are included in the accompanying financial statements as pension trust funds.
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City of Kansas City, Missouri
Notes to Basic Financial Statements
April 30, 2012

Discretely Presented Component Units

The component units' column in the financial statements includes the financial data of the City’s
other component units. They are reported in a separate column to emphasize they are legally
separate from the City.

1.

Port Authority of Kansas City, Missouri (Port Authority) is responsible for the planning
and development of the Missouri River within the City’s corporate limits. The mayor
appoints all seven members of the board of commissioners. The City is ableto imposeits
will on the Port Authority. The complete financial statements may be obtained by writing
to the Port Authority at 300 Wyandotte, Suite 100, Kansas City, Missouri 64105 or by
calling 816.559.3750.

Tax Increment Financing (TIF) Commission uses tax increment financing as a method to
finance redevel opment project expenses through paymentsin lieu of taxes and economic
activity taxes. The mayor appoints all six members of the TIF board of commissioners.
The complete financial statements may be obtained by writing to TIF at 1100 Walnut St.,
Suite 1700, Kansas City, Missouri 64106 or by calling 816.221.0636.

The Kansas City Board of Police Commissioners (Police Department) provides police
services for the City and is governed by afive-member board. The mayor isamember,
with the four remaining members appointed by the governor of Missouri. Under state
statutes, the City must provide funding to the board amounting to at least 20% of the City’s
general revenues. Further, the board cannot levy taxes or issue bonded debt, powers that
are held by the City, to the benefit of the board. Asaresult of the board’ s fiscal
dependency upon the City, the City isfinancially accountable for the board. The complete
financial statements may be obtained by writing to The Kansas City Board of Police
Commissioners at 1125 Locust, Kansas City, Missouri 64106 or by calling 816.234.5055.

Economic Development Corporation (EDC) is a business and economic development
organization. City officials constitute 15 of the 43 members of the EDC board of directors.
The City isfinancially accountable for EDC. The City provides EDC’'s magjor source of
revenue and approves its annual budget. The complete financial statements may be
obtained by writing to EDC at 1100 Walnut St., Suite 1700, Kansas City, Missouri 64106
or by calling 816.221.0636.

EDC—Charitable Trust merges public and private funds and development incentives to
acquire, construct, maintain and operate redevelopment projects. EDC-Charitable Trust
has a five-member board of directors consisting of four Economic Devel opment
Corporation (EDC) board members, including a city council member and the president of
EDC. The City has provided significant funding, by use of federal grants, to EDC-
Charitable Trust, which reflects EDC-Charitable Trust’ s dependence on the City. The
complete financia statements may be obtained by writing to EDC-Charitable Trust at 1100
Walnut St., Suite 1700, Kansas City, Missouri 64106 or by calling 816.221.0636.
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10.

11.

City of Kansas City, Missouri
Notes to Basic Financial Statements
April 30, 2012

Land Clearance for Redevelopment Authority (LCRA) eliminates blight within the City
limits by acquiring and preparing land for redevelopment. The mayor appoints all five
members of the board of commissioners. LCRA annually receives a significant amount of
revenues from the City. The complete financial statements may be obtained by writing to
LCRA at 1100 Walnut St., Suite 1700, Kansas City, Missouri 64106 or by calling
816.221.0636.

Maintenance Reserve Corporation (MRC) administers a home maintenance program
provided to certain homeowners participating in loan programs formerly administered for
the City by the Housing and Economic Development Financial Corporation. MRC is
governed by afour-member board of directors appointed by the city manager. Funding of
MRC’s activitiesis provided primarily by federal grants obtained by the City. The
complete financia statements may be obtained by writing to the City of Kansas City,
Missouri, Finance Department at 414 E. 12th Street, Suite 302, Kansas City, Missouri
64106 or by calling 816.513.1187.

Downtown Economic Stimulus Authority of Kansas City, Missouri (DESA) reviews
development projects vying to use the state revenues authorized by the Missouri DESA and
makes formal recommendations to the City Council and the Missouri Devel opment
Finance Board. The mayor appoints 12 of the 13 members of the board of commissioners.
The City is able to imposeits will on the DESA. The complete financial statements may
be obtained by writing to the Downtown Economic Stimulus Authority at 1100 Walnut St.,
Suite 1700, Kansas City, Missouri 64106 or by calling 816.221.0636.

Kansas City International Airport—Community Improvement District (KCICID) provides a
financia benefit to the City by collecting sales and use taxes to address economic, socia and
infrastructure needs within the district as well as providing management, operational and
ownership duties for al real and personal property either owned, leased to, or from the
KCICID. The mayor appoints al five members of the KCICID board of directors. The
complete financial statements may be obtained by writing to the Kansas City, Missouri
International Airport at 601 Brasilia Ave., Kansas City, Missouri 64153 or by calling
816.243.3000.

Performing Arts Community Improvement District (PACID) provides afinancia benefit to
the City by collecting sales taxes and fees, rents and other charges within the district for the
purpose of funding the expansion and improvements of the downtown Kansas City,
Missouri area surrounding Bartle Hall and the Performing Arts Center. The mayor
appoints all eight members of the board of directors. The complete financia statements
may be obtained by writing to the City of Kansas City, Missouri, Finance Department at
414 E. 12" St., Suite 302, Kansas City, Missouri 64106 or by calling 816.513.1187.

The American Jazz Museum (AJM) is responsible for overseeing the construction/renovation
and maintenance of the Jazz Hall of Fame, the GEM Thestre, the Negro Baseball Hall of
Fame (the Cultura Facility) and the Museum. The City appoints avoting majority of the
governing body and can impose itswill upon AJM. The complete financial statements
may be obtained by writing the AJM at 1616 East 18th Street, Kansas City, Missouri
64108 or by calling 816.474.8463.
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12. Metropolitan Ambulance Service Trust (MAST) formerly provided municipal ambulance
services. The mayor appoints all seven members of the MAST board of trustees. MAST
asalegal trust is till in existence. However, the responsibility for providing ambulance
services has been integrated into the KCMO Fire Department. The trust may provide a
financial benefit or impose afinancial burden upon the City. The complete financial
statements may be obtained by writing to the Kansas City, Missouri Fire Department at
6750 Eastwood Trafficway, Kansas City, Missouri 64129 or by calling 816.924.1700.

Basis of Presentation

Government-wide Financial Statements

The government-wide statement of net assets and statement of activities report the overall financia
activity of the City and its component units, except for fiduciary activities. Eliminations have been
made to minimize the double-counting of internal activities of the City. These statements
distinguish between the governmental and business-type activities of the City. Governmental
activities generally are financed through taxes, intergovernmental revenues and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external
parties.

The statement of activities presents a comparison between direct expenses and program revenues
for the government-wide and business-type activities of the City and for each function of the City’s
governmental activities. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include (a) charges paid by the recipients for goods or services offered
by the programs and (b) 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,
including all taxes, are presented as general revenues.

Fund Financial Statements

The fund financia statements provide information about the City’ s funds, including its fiduciary
funds. Separate statements for each fund category—governmental, proprietary and fiduciary—are
presented. The emphasis on fund financial statementsis on major governmental and enterprise
funds, each displayed in a separate column. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are thosein
which each party receives and gives up essentially equal values. Nonoperating revenues, such as
subsidies and investment earnings, result from nonexchange transactions or ancillary activities.

The City reports the following major governmental funds:

General Fund

The genera fund isthe main operating fund of the City and accounts for all financia transactions
not accounted for in other funds. The general operating expenditures, fixed charges and capital
improvement costs that are not paid through other funds are financed through revenues received by
the general fund.
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Capital Improvements Fund

The capital improvements fund is used to account for the financing of capital improvement projects
not financed by other funds or by long-term debt. Revenues received by this fund come primarily
from a sales tax alocation for capital improvements and from federal and state grants and other
contributions.

The City reports the following major enterprise funds:

Water Fund

The water fund accounts for activities of the City’ s water distribution system. Revenues are
derived mainly from water service and installation charges.

Kansas City Airports Fund

The Kansas City airports fund accounts for the operations of the City’ stwo airports; Kansas City
International Airport (KCI) and the Charles B. Wheeler Downtown Airport. Revenues are derived
principally from hangar and terminal building rental, landing fees and parking.

Sewer Fund

The sewer fund accounts for the activities of the wastewater collection and treatment system.
Revenues are derived primarily from sewer users' service charges and fees.

The City reports the following additional fund types:

Internal Service Fund

This fund accounts for a self-funded healthcare plan for City employees and retirees.

Pension Trust Funds

These funds account for moneys held in trust by the City for pension benefits. The City uses
pension trust funds to account for the retirement plans for regular employees, firefighters, police
officers and civilian employees of the Police Department.

Private Purpose Trust Funds

These funds account for moneys held in trust by the City, other than those reported in pension trust
funds, under which principal and income benefitsindividuals, private organizations, or other
governments. The City uses private purpose trusts to account for funds held for employee
memorials, municipal correctional facility inmate canteen operations and various donations
provided to the City by citizens and other parties.

Agency Funds

These funds account for moneys held on behalf of others as their agent. The City uses agency
funds to account for various special deposits, municipal court appearance bonds, Police
Department grants, payroll and insurance benefits, Tax Increment Financing district receipts and
other various deposits.
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Basis of Accounting

The government-wide, proprietary and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of
when the related cash flow takes place. Nonexchange transactions, in which the City gives (or
receives) value without directly receiving (or giving) equal value in exchange, include property
taxes, income taxes, sales taxes, grants, entitlements and donations. On an accrual basis, revenues
from property taxes are recognized in the period for which the levy isintended to finance. For
example, the calendar 2011 levy is recognized as revenue for the year ended April 30, 2012.
Revenues from assessed taxes, principally income, sales and utility franchise taxes, are recognized
in the fiscal year in which the underlying exchange transaction occurs. Revenue from grants and
other contributions are recognized in the fiscal year in which all eligibility requirements imposed
by the provider have been met. Eligibility requirements include timing requirements, which
specify the year when the resources are required to be used or the fiscal year when useisfirst
permitted; matching requirements, in which the City must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the City on
areimbursement basis.

Governmental funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the City considers revenues to be available if they are collected within 60 days of the end
of the current fiscal period. Expenditures generally are recorded when the liability isincurred, as
under accrual accounting. However, principal and interest on general long-term debt, claims and
judgments and compensated absences are recorded only when payment isdue. General capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital |eases are reported as other financing sources.

Significant revenue sources that are susceptible to accrual include property taxes, sales taxes, utility
franchise taxes, earnings taxes, interest and certain state and federal grants and entitlements. All
other revenue sources, including licenses and permits, fines and forfeitures and miscellaneous
revenues, are considered to be measurable and available only when cash is received.

Enterprise fund revenues and expenses are classified as either operating or nonoperating.

Operating revenues and expenses generally result from providing services in connection with
ongoing operations. Operating revenue includes activities that have characteristics of exchange
transactions, including charges for services. Nonoperating revenue includes activities that have the
characteristics of nonexchange transactions, such as grants, subsidies and investment income.
Operating expenses include the cost of service, payroll, administrative expenses, contractual
services and depreciation. All expenses not meeting the above criteria are classified as
nonoperating.
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Private-sector standards of accounting and financia reporting issued prior to December 1, 1989
generally are followed in both the government-wide and enterprise fund financial statementsto the
extent that those standards do not conflict with, or contradict guidance of, the Governmental
Accounting Standards Board (GASB). The City aso has the option of following subsequent
private-sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The City has elected not to follow subsequent private-sector guidance.

Adoption of New Accounting Pronouncements

Effective May 1, 2011, the City adopted GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund-Type Definitions (GASB Statement No. 54). The objective of this Statement
isto enhance the usefulness of fund balance information by providing clearer fund balance
classifications that can be more consistently applied and by clarifying the existing governmental
fund type definitions. This Statement establishes fund balance classifications that comprise a
hierarchy based primarily on the extent to which a government is bound to observe constraints
imposed upon the use of the resources reported in governmental funds. The adoption of this
statement required are-statement of beginning of the year fund balance for certain governmental
fund types.

Effective May 1, 2011, the City adopted GASB Statement No. 59, Financial Instruments Omnibus
(GASB Statement No. 59). The objective of this Statement is to update and improve existing
standards regarding financia reporting and disclosure requirements of certain financia instruments
and external investment pools for which significant issues have been identified in practice. The
adoption of this statement did not materially impact the financial statements.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the City’ s cash and cash equivalents are considered to
be cash on hand, demand deposits and short-term investments with maturities of three months or
less from date of acquisition.

Investments

All investments are reported at fair value. The fair value of marketable securities is based on
guotations that are generally obtained from national securities exchanges. Where marketable
securities are not listed on an exchange, quotations are obtained from brokerage firms or national
pricing services.

Inventories

Inventories are stated at cost (average or first-in, first-out), which is not in excess of market.
Inventories consist primarily of materials and supplies held for consumption. The cost is recorded
as an expense at the time individual inventory items are used in the proprietary funds.
Governmental funds record an expenditure at the time of the purchase of the inventory item. The
balance of inventory items in the governmental fundsis not considered significant.
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Capital Assets

Capital assetsinclude land, buildings, improvements, equipment and infrastructure assets (roads,
bridges, storm sewers and smilar items) and are included in the applicable governmental or
business-type activities columnsin the government-wide financia statements and proprietary fund
financial statements. Capital assets are defined by the City as assets with acost greater than a certain
minimum capitalization threshold and an estimated useful life of more than one year. The minimum
capitalization thresholds are $5,000 for land, equipment, vehicles, buildings, infrastructure and
monuments, $25,000 for land improvements and $100,000 for building improvements. All purchased
fixed assets are valued at cost where historical records are available and at an estimated historical cost
where no historical records exist. Donated fixed assets are valued at their estimated fair market value
on the date received. The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend asset lives are not capitalized.

The City elected the modified approach for certain infrastructure assets (roadway system, bridges
and street lighting) while the remaining infrastructure assets are depreciated.

The modified approach for reporting infrastructure assets takes into consideration the fact that
many infrastructure assets may reasonably be expected to continue to function indefinitely if they
are adequately preserved and maintained. Therefore, these particular assets would not be
depreciated over auseful life. The City has established an asset management system and has
committed to maintain the following networks of infrastructure assets at a predetermined condition
level as determined by the City’ s Public Works Department; (1) roadway system, (2) bridges and
(3) street lighting. The Required Supplementary Information section of this report provides
additional information regarding the condition assessments and the estimated and actual coststo
maintain these assets.

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 and
proprietary fundsisincluded as part of the capitalized value of the assets constructed. Interest
capitalized is computed by applying the effective interest rate on the borrowings each year to the
average balance of the applicable costsincurred, net of investment income. Interest in the amount
of $5,215,286 was capitalized in 2012.

Property, buildings, equipment and infrastructure are depreciated using the straight-line method
over the following estimated lives:

Primary Government Years
Buildings and improvements 10to 100
Improvements other than buildings 10to 100
Airport runways, aprons and roads 15
Utility lines and improvements 40to 100
Machinery and equipment 21020
Infrastructure 10t0 30
Water utility plant 40to 100
Temporary right of way Life of the agreement
Fountains, sculptures and

monuments 40
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Water utility plants and utility lines and improvements are depreciated on a composite basis over
40 to 100 years. Machinery and equipment are depreciated on a unit basis over 2 to 20 years. At
the time of retirement or other disposition of assets for which depreciation is computed on the
composite method, the original cost of the assets is removed from the asset and accumul ated
depreciation accounts and no retirement gain or loss is recorded. For retirements of assets for
which depreciation is computed on the unit method, the asset and related depreciation are removed
from the asset and accumulated depreciation accounts. When the asset is sold, the difference
between the net carrying value and any proceedsis recorded asincome or |oss.

Compensated Absences

City employees are granted vacation and sick leave in varying amounts. Vacation is accumulated
at an annual rate of 10 to 23 days, depending on the employee’ slength of service. Sick leaveis
accumulated at the rate of 3.7 hours per two-week pay period, with the exception of firefighters,
and emergency medical services personnel assigned a 24-hour shift who accumulate 5.5 hours.
The maximum amount of vacation that may be carried forward is 2.5 times the amount earned in a
year. Sick leave with pay may be accumulated up to alimit of 3,000 hours. Upon separation from
service, employees may convert accrued sick leave at the ratio of four hours of sick leave to one
hour of vacation leave credit. Retiring employees 55 years or older with at least 25 years of
creditable service; employees who are to receive aline-of-duty disability pension; and employees
who qualify for a City pension and retire with a normal retirement, take early retirement at age 60
or thereafter, or die are entitled to sick leave credit at the rate of two hours of sick leave to one hour
of vacation leave credit.

The liability for compensated absences reported in the government-wide and proprietary fund has
been calculated using the vesting method in which leave amounts for both employees who
currently are eligible to receive termination payments and other employees who are expected to
become dligible in the future to receive such payments upon termination are included. A liability
for these amountsiis reported in governmental funds only if they have matured, for example, asa
result of employee resignations and retirements.

Long-term Obligations

In the government-wide and proprietary fund financial statements, long-term debt and obligations
are reported in the statements of net assets asliabilities. Bond premiums and discounts are deferred
and amortized over the life of the bonds using the effective interest method. Bond issuance costs
are deferred and amortized over the life of the bonds using the straight-line method. Gaing/losses
on refunding bonds are deferred and amortized over the shorter of the new bond' s life or the
remaining life of the refunded bonds. Bonds payable are reported net of the applicable bond
premium or discount.

In the governmental fund financial statements, bond premiums and discounts, as well asissuance
costs, are recognized during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources,
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or
not withheld from the actual debt proceeds received, are reported as debt service expenditures.
Gaing/losses on refunding bonds are not broken out separately within the other financing
sources/uses section.
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Fund Balance - Governmental Funds

The fund balances for the City’s governmental funds are displayed in five components:

Nonspendable - Nonspendable fund balances are not in a spendable form or are required to be
maintained intact.

Restricted - Restricted fund balances may be spent only for the specific purposes stipulated by
external resource providers, constitutionally or through enabling legislation. Restrictions may be
changed or lifted only with the consent of resource providers.

Committed - Committed fund balances may be used only for the specific purposes as determined
by the City Council of Kansas City Missouri. The City Council must adopt an ordinance or
resolution in order to commit a portion of fund balance. Commitments may be changed or removed
only by similar action by the City Council.

Assigned - Assigned fund bal ances are intended to be used by the City for specific purposes as
determined by the Manager of Procurement Services, the City Manager and Department Directors,
the Board of Parks and Recreation Commissioners and the Director of Finance. The Manager of
Procurement Services, the City Manager and Department Directors and the Board of Parks and
Recreation Commissioners may establish an assigned fund balance per Section 2-1753, Sections
2-1582 through 2-1595 and Section 1008 respectively of the City’ s Code of Ordinances by entering
into a contract with an outside entity and encumbering the funds needed to fulfill the contract. The
Director of the Finance Department may establish an assigned fund balance per Section 2-1954 (f)
(1) (b) of the Code of Ordinances by establishing a countercyclical reserve. The countercyclical
reserve, when combined with the emergency reserve, shall not be greater than two months of
general fund operating expenditures.

In governmental funds other than the general fund, assigned fund bal ance represents the amount
that is not restricted or committed. This indicates that resourcesin other governmental funds are, at
aminimum, intended to be used for the purpose of that fund.

Unassigned - Unassigned fund balance is the residual classification for the general fund and
includes all amounts not contained in the other classifications.

The City considers restricted amounts to have been spent when an expenditure isincurred for
purposes for which both restricted and unrestricted fund balance is available. The City applies
committed amounts first, followed by assigned amounts, and then unassigned amounts when an
expenditure isincurred for purposes for which amounts in any of those unrestricted fund balance
classifications could be used.
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Capital Nonmajor Total

General Improvements Governmental Governmental

Restricted
Workers compensation self insurance $ 800 $ - 8 - % 800
Principal and interest - - 53,034 53,034
General government - - 32,691 32,691
Fire - - 2513 2513
Public works - - 170,342 170,342
Neighborhood development - - 7,965 7,965
Health - - 2,526 2,526
Culture and recreation - - 30,020 30,020
Convention and entertainment - - 46 46
KCATA - - 972 972
Total restricted 800 - 300,109 300,909

Committed
Stahilization arrangement 34,555 - - 34,555
General government 89 - - 89
Public works 431 31,200 17 31,648
Neighborhood development 615 113 1012 2,040
Culture and recreation - 6,631 A 6,665
Reappropriations 2,695 61,821 4,079 68,595
Total committed 38,385 100,065 5,142 143592

Assigned

General government 3,887 1,942 667 6,496
Fire 148 - 225 373
Public works 216 4,969 1074 6,259
Neighborhood development 910 420 827 2,157
Health - - 320 320
Culture and recreation 155 4,789 1511 6,455
Convention and entertainment - - 680 630
Palice 183 - - 183
Residual fund balance - 16,669 16,762 33431
Total assigned 5,499 28,789 22,066 56,354
Unassigned - - (5318) (5,318)
Total fund balances $ 44684 % 128854 $ 32199 % 495537
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Stabilization Arrangement

The City Council per Section 2-1954 (f) (1) (a) of the Code of Ordinances has established a
stabilization arrangement (emergency reserve). The emergency reserve portion of committed fund
balance shall not be less than one month of general fund operating expenditures. The emergency
reserve is available to address one-time operational emergencies, unexpected revenue reductions
and/or unanticipated expenditure requirements occurring within afiscal year. Funds may be
withdrawn from this emergency reserve when an emergency has been recognized by ordinance
prior to fiscal year end, the fund’ s budgeted contingency is exhausted, the countercyclical reserve
has been exhausted, and the withdrawal is needed to prevent the fund from ending the fiscal year
with a negative unassigned fund balance. An ordinance appropriating funds from the emergency
reserve shall include language stating the City Council is waiving the fund balance and reserve
policy for a use of the emergency reserve.

The Code of Ordinances does not specify atime frame for the initial funding of the stabilization
amount. However, once the stabilization amount has initially been fully funded, if it should fall
below its floor, the Director of Finance or Budget Officer will prepare and present to the City
Council aplan to replenish the stabilization amount. The City Council must approve and adopt a
plan within 12 months after the stabilization amount first falls below its floor, which establishes a
time frame to restore the reserve to, at minimum, its floor level.

Net Assets

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

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

e Restricted—This consists of net assets that are legally restricted by outside parties or by law
through constitutional provisions or enabling legislation. When both restricted and
unrestricted resources are available for use, it is generaly the City’ s policy to use restricted
resources first, then unrestricted resources as they are needed.

e Unrestricted—This consists of net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

Interfund Transactions

Transactions between City funds are accounted for as revenues and expenditures or expensesin the
fundsinvolved if they are similar to transactions with organizations external to City government.

Reimbursements for expenditures made on behalf of another fund are recorded as expendituresin
the reimbursing fund and as reductions of expenditures in the reimbursed fund.
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Transfers of resources from afund receiving revenues to a fund through which the revenues are to
be expended are separately reported as atransfer in the respective funds' operating statements.

Special Assessments

The City acts as an agent on certain construction projects financed by third-party lenders and repaid
by assessments to property owners benefited. The City reports these arrangements in the agency
funds, special revenue funds and enterprise funds as special assessments receivable and deposits.

Contributions and Grants

Governmental-wide Financial Statements—Contributions and grants for both capital and operating
purposes are broken out by function under program revenues.

Governmental Funds—Contributions and grants for both capital and operating purposes are
included in revenues.

Proprietary Funds—Contributions of, or for, capital assets (including those received from other
City funds), grants and assi stance received from other governmental units for the acquisition of
capital assets are reported in changes in net assets.

Use of Estimates

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

New Accounting Pronouncements Not Adopted

In December 2009, the GASB issued Statement No. 57, OPEB Measurements by Agent Employers
and Agent Multiple-Employer Plans (GASB Statement No. 57). The objective of this Statement is
to address issues related to the use of the alternative measurement method and the frequency and
timing of measurements by employers that participate in agent multiple-employer other
postemployment benefit (OPEB) plans (that is, agent employers). The City will implement GASB
Statement No. 57 beginning with the year ended April 30, 2013.

In November 2010, the GASB issued Statement No. 60, Accounting and Financial Reporting for
Service Concession Arrangements (GASB Statement No. 60). The objective of this Statement isto
improve financial reporting by addressing issues related to service concession arrangements
(SCAs), which are atype of public-private or public-public partnership. This Statement also
provides guidance for governments that are operators in an SCA. The City will implement GASB
Statement No. 60 beginning with the year ended April 30, 2013.
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In November 2010, the GASB issued Statement No. 61, The Financial Reporting Entity:
Omnibus—an amendment of GASB Statements No. 14 and No. 34 (GASB Statement No. 61). The
objective of this Statement is to improve financial reporting for a governmental financial reporting
entity. This Statement modifies certain requirements for inclusion of component unitsin the
financial reporting entity. This Statement also amends the criteriafor reporting component units as
if they were part of the primary government (that is, blending) in certain circumstances. This
Statement also clarifies the reporting of equity interestsin legally separate organizations. It requires
aprimary government to report its equity interest in a component unit as an asset. The City will
implement GASB Statement No. 61 beginning with the year ended April 30, 2014.

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Defe