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CITY of

May 25, 2011

HONORABLE MAYOR, CITY COUNCIL, AND CITY MANAGER:

The Finance Department is pleased to present this Annual Financial Report of the City of
Nevada, Missouri (the City), for the fiscal year ended December 31, 2011. This report is
required by Missouri State Statute (RSMo 105.145) and is submitted for your information
and review.

The responsibility for accuracy, completeness, and fairness of the date presented,
including all disclosures, rests with the City. | believe the report as presented is accurate
in all material aspects, is presented in a manner designed to fairly set forth the financial
position and results of operations of the City as measured by the financial activity of its
various funds, and that all disclosures necessary to enable the reader to gain the
maximum understanding of the City's financial affairs have been included.

This report reflects changes required by Government Accounting Standards Board
(GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion
and Analysis for State and Local Governments as well as other GASB statements issued
before and since. The format and description of these reports are addressed in
Management's Discussion and Analysis (MD&A) and in the notes to the financial
statements. The MD&A can be found in the financial section of the report following the
“Report of Independent Certified Public Accountants.”

The report includes all activities of the City. All applicable funds, departments, and
offices are included in these financial statements as part of the “primary government” of
the City.

The City is required to undergo an annual audit of the financial records and transactions
of all departments of the City by independent certified public accountants. The City's
financial statements have been audited by Troutt, Beeman & Co., PC, a Certified Public
Accounting firm. The goal of independent audit was to provide reasonable assurance
that the financial statements are free of material misstatement. The independent audit
involved examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and statement
presentation. The Independent Certified Public Accountants concluded, based upon the
audit, that there was a reasonable basis for issuing an unqualified opinion that the City’s
financial statements for the fiscal year ended December 31, 2011, are fairly presented in
conformity with generally accepted accounting principles (GAAP). The Report of the
Certified Public Accountants is presented in the front of the Financial Section of this
report,



The financial report is presented in two sections: Introductory and financial. The
introductory section is designed to introduce the reader to the report and includes this
transmittal letter, the City’s organizational chart, and a list of principal officers.

The financial section begins with the independent auditors’ report. The auditors’ report
discloses the opinion of the independent auditors with regard to the presentation of the
financial statements and internal controls. This section also includes the MD&A, the
Basic Financial Statements, and Notes that provide an overview of the City's financial
position and operating results, the Combining Statement for non-major funds, and other
schedules that provide detailed information relative to the Basic Financial Statements.

GAAP requires that management provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of the Management’s Discussion
and Analysis (MD&A). This letter of transmittal is designed to complement the MD&A
and should be read in conjunction with it. The City of Nevada's MD&A can be found
immediately following the report of the independent auditor.

Profile of the City

Nevada, Missouri, was incorporated in 1855 when it also was chosen as the county seat
for Vernon County. It is located in the Southwest region of Missouri and the center of
Vernon County. Nevada is the largest city in Vernon County with a 2011 Census
population of 8,327. Before its incorporation, Nevada was known as both Fair View and
Hog-Eye. The latter was considered crude and the former has already been taken as a
post office name. The name was changed to Nevada after Nevada City California by
circuit and county clerk DeWitt C. Hunter who had tried his luck in the California Gold
Rush of 1849.

During the Civil War in 1863, the entire town was burned by a company of federal militia;
Nevada (along with Ft. Scott, Kansas) was an area of major conflict and border wars
throughout the historic War Between the States. After the war ended, the City officially
incorporated and changed the formal name of the community to Nevada. The community
saw the arrival of the Missouri-Kansas-Texas (Katy) railroad in 1870, and welcomed the
Missouri Pacific railroad in 1880.

The City of Nevada provides a comprehensive range of municipal services normally
associated with a municipality including highly rated police and fire protection, public
works services, parks and recreation facilities, and general administrative services. The
City also provides a public golf course (Frank E. Peters Golf Course) and water and
sanitary sewer services, accounted for in the financial statements as a Parks Fund
(governmental funds) and Water and Sewer Fund (business-like funds), respectively.

Utility service in the City is mixed between public and private companies. Water and
sanitary sewerage utilities are operated by the Water and Sewer Department of the City.
Water and sewer rates are established to meet the total revenue requirements of the
utilities including operating costs and capital expenditures. Natural gas is supplied by
Empire District Gas and electricity by KCP&L. Traditional and cellular phone services are
provided by several companies.
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All major commercial television networks, independent local stations as well as public
television, are available and provide service to the City. Cable television is provided by
Time Warner on which the City information channel is available.

In June 1979 the citizens of Nevada adopted a charter and Nevada became a charter city
utilizing a Council/Manager form of government. A City Council of five members is
nominated and elected by the City-at-large and serve staggered three year terms. The
Council elects a Mayor from its ranks who presides at meetings and votes but has no
veto power. The City Manager is appointed by the City Council.

Financial Information

In fuffilling its responsibilities for reliable financial statements, management depends on
the City's system of internal control. The objective of this system is to ensure that of the
assets of the government are effectively protected from loss, theft, or misuse. Further,
management of the City is responsible for ensuring that transactions are executed in
accordance with proper authorization and within City policies and that adequate
accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principals (GAAP). The internal controls
are designed to provide reasonable, but not absolute, assurance that these objectives
are met. The concept of reasonable assurance recognizes that (1) the cost of control
should not exceed the benefits likely to be derived, and (2) the valuation of costs and
benefits require estimates and judgments by management. While the system of internal
controls is not totally immune to discrepancies, it does comply with the standards of the
industry, is reviewed annually as part of the independent audit, and has proven its
integrity with years of absence of any significant discrepancies.

The accounts of the City are organized on the basis of funds and account groups, each of
which is considered to be a separate entity. The operations of each fund are accounted
for by providing a separate set of self-balancing accounts which compromise its assets,
liabilities, equities, revenues, and expenditures.

The annual budget serves as the foundation for the City of Nevada’s financial planning
and control. The appropriated budget is prepared by fund and department (e.g. public
works, police, finance, etc.). Department heads may make transfers within their
department with the approval of the City Manager. Transfers between departments or
funds require the approval of the City Council. Budget to actual comparisons, which are
required for each individual governmental fund for which an appropriated annual budget
has been adopted, are included in this report.

Factors Affecting Financial Condition
Local Economy. While growth in terms of new business has slowed nearly universally,
Nevada businesses have shown resilience through the recent years of major recession.

Property and sales tax revenues have stopped growing but have not seen the double
digit decreases experienced in many areas across the country.
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Nevada's location and proximity to major recreational and tourist attractions make it an
attractive prospect for increased business activity and expanding new businesses. We
feel this will happen within a 3 to 5 year window.

The following table sets forth average annual unemployment figures for Nevada and
Vernon County compared to the State of Missouri. This information is a good indicator of
economic activity in Nevada and other areas within the State.

UNEMPLOYMENT RATES
Year Nevada Area Vernon County Mo. Statewide
2011 8.9% 7.2% 9.2%
2010 9.6% 7.7% 9.6%
2009 9.8% 8.0% 9.3%
2008 6.7% 5.4% 6.1%
2007 6.0% 4.8% 5.1%

Long-Term Financial Planning. The City of Nevada prepares a five year Capital
Improvement Plan which includes proposed amounts for constructing, maintaining,
upgrading, and replacing the major components of the City's infrastructure. Funding
sources, identified and prospective, are included in this plan giving the City a tool for
meeting the needs of the City.
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of Nevada Finance Department. The contribution made by each staff member is
sincerely appreciated. Special thanks are extended to the City’'s Independent Certified
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accomplished the audit. | would also like to thank Mayor Leonard, the City Council, and
City Manager J D Kehrman for their continued interest and support in planning and
conducting the financial operations of the City in a professional and progressive manner.

Respectfully submitted,

Michael L. Wade
City Treasurer
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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor
and Members of the
City Council

City of Nevada, Missouri

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Nevada, Missouri (the City), as of the year ended December 31, 2011, which Collectively
comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City's management. Our responsibility is to express
opinions on these financial statements based on our audit,

As discussed in Note 25 to the basic financial statements, items were noted which required
restatement. As aresult, net assets have been restated.

In accordance with Government Auditing Standards, we have also issued our report dated
June 13, 2012, on our consideration of the City of Nevada, Missouri's internal 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 resuits of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Govemment Auditing Standards and should be considered in assessing the results of our audit.

13470 S, ARAPAHO, SUITE 190

1 PO BOX 4078

OLATHE, KS 66063

PHONE: 913-764-1922
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