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April 5, 2005

Honorable Mayor, Board of Aldermen, City Administrator, and
Citizens of O’Fatlon:

Dear 1adies and Gentlemen:

The comprehensive annual financial report of the City of O’Fallon, Missouri for the fiscal
year ended December 31, 2004 is hereby submitted. Responsibility for both the accuracy
of the data and the completeness and fairness of the presentation, including all
disclosures, rests with the government. To the best of our knowledge and belief, the
enclosed data are accurate in all material respects and are reported in a manner designed
to present fairly the financial position and results of operations of the various funds and
account groups of the government. All disclosures necessary to enable the reader to gain
an understanding of the City’s financial activities have been included.

The comprehensive annual financial report is presented in three sections. The
mtroductory section includes this transmittal letter, a list of principal officials, and the
City’s organizational chart. - The financial section includes the auditor’s report,
management’s discussion and analysis, government-wide statement of net assets and
statement of activities, and fund financial statements and schedules. The statistical
section includes selected financial and demographlc information, generally presented on
a multi-year basis. e

The City of O’Fallon’s financial statements have been audited by RubinBrown LLP, a
firm of licensed certified public accountants. The goal of the independent audit was to
provide reasonable assurance that the financial statements of the City of O’Fallon for the
fiscal year ended December 31, 2004, 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
significant estimates made by- inanagement and evaluating the overall financial statement
presentation. The independent ; audltor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the City of O’Fallon’s financial
statements for the fiscal year ended December 31, 2004, are fairly presented in
conformity with GAAP. The independent auditor’s report is presented as lhc first
component of the financial sectmn of thlS report '



The independent audit of the financial statements of the City of O’Fallon was part of a
broader, federally mandated “Single Audit” designed to meet the special needs of federal
grantor agencies. The standards goveming Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited government’s internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements involving
the administration of federal awards. These reports are available in the City of
O’Fallon’s separately issued Single Audit Report.

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

Profile of the Government

The City of O’Fallon is incorporated as a fourth-class city under Missouri Revised
Statutes utilizing the Mayor — Board of Aldermen - City Administrator form of
government. The Board of Aldermen is comprised of two aldermen duly elected from
each of the City’s four wards, and a Mayor who is elected at large. The Mayor serves a
four-year term and the Board of Aldermen serves two-year terms. The City Administrator
is appointed by the Mayor and approved by the Board of Aldermen to serve as the chief

executive officer of the City.

The Board of Aldermen sets the policy for the City, and the City Administrator is
responsible for administering this policy in the day-to-day activities of City operations.

The financial statements include all funds, agencies, boards, commissions, and
authorities for which the City is financially accountable in accordance with the provisions
of GASB Statement No. 14, “The Financial Reporting Entity.”, as amended by GASB
Statement No. 39, “Determining Whether Certain Organizations Are Component Units.”

The City of O’Fallon 1s a full-service city and provides general administrative services,
police protection, highways and streets, water and sewer, community development, parks
and recreation, and environmental services.

City management 1s responsible for establishing and maintaining an internal control
framework designed to ensure the assets of the City are protected from loss, theft, or
misuse and to ensure that accurate accounting data are recorded to allow for the
preparation of financial statements in conformity with generally accepted accounting
principles. The system of internal control is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance
recognized that: 1) the cost of a control should not exceed the benefits likely to be
denived; and 2) the valuation of costs and benefits requires estimates and judgments by
management,

i



The City maintains budgetary controls to ensure compliance with legal provisions
embodied in the annual appropriated budget adopted by the Board of Aldermen.
Activities of the general, special revenue, debt service, and capital project funds are
included in the annually appropriated budget. The level of budgetary control (that is, the
level at which expenditures cannot legally exceed the appropriated amount) is established
at the fund level. Effective budgetary control is also aided in the general fund by
establishing control at the individual department levels. In addition, the Board of
Aldermen adopts an annual budget for the enterprise funds as a management control
device to facilitate the monitoring of expenditures. Unencumbered appropriations lapse
at year-end.

Major Initiatives

Fiscal year 2004 was a successful year for the City of O’Fallon due to efforts of the
Mayor, Board of Aldermen, City staff, City volunteers, and support received from the
City residents. The City’s priorities, as identified by management, continue to be:

Employee communication — trust and respect
Customer service and responsiveness
Management and leadership effectiveness
Work environment and employee development
Managing growth and change

Facilities, equipment and technology

* * * & + *

During 2004, the City completed construction on the Renaud Spirit Center, the City’s
recreational facility providing aquatics, fitness, a gymnasium and many other activities.
The facility opened to the public in mid-October. The City also completed construction
of the T.R. Hughes Railroad Overpass which connects T.R. Hughes Boulevard near
Interstate 70 through to the existing T.R. Hughes Boulevard near Ozzie Smith Stadium.
St. Charles County and the State of Missouri financially participated in this project.

in July, the City began construction of the West Lift Station to provide service to new
residential areas developing in the Peruque Creek Watershed. Completion is expected in
2005.

During the upcoming fiscal year, the City plans on performing a Citizen Survey to

receive input from the community on government operations. Fiscal year 2005 promises
to be yet another busy year.

it



Factors Affecting Financial Condition

Economic condition outlook. The City of O'Fallon encompasses 29.5 square miles.
The City of O’Fallon is located in St. Charles County, Missouri, about 30 minutes west of
the St. Louis City limits on Interstate 70. The City is bisected in a north-south direction
by Missouni State Highways M and K and in an east-west direction by Interstates 70 and
40/61. The population of the City, as projected by the City’s economic development
department, is 69,136 persons.

The economic condition and outlook for the City is positive. According to the U.S.
Census Bureau census in 2000, the City of O’Fallon ts “the fastest growing city in the
State of Missouri.” The economic base consists of a healthy balance between residential
growth and commercial growth in service, wholesale distribution, and manufacturing
industries. Essentially a “bedroom community” in the early 1980’s to the St. Louis
Metropolitan area, the City’s economic growth now supports over 5,930 manufacturing
Jjobs for our residents.

Housing construction and commercial development are indicators of economic growth.
In 2004, the City’s Building Division issued 1,108 single-family building permits, an
average of 92 per month; and 106 new commercial/office retail businesses opened along
with 8 new industrial and manufacturing businesses, projecting 1081 new employee

positions.

‘The combination of strong residential and commercial development has caused taxable
property values to soar as well. The City’s 2004 assessed value was §1,090,491,010.
Overall, the City is well positioned for future growth and is somewhat protected from a
general economic downturn from the loss of a specific enterprise or industry.

Cash management. Cash temporanly idle dunng the fiscal year was invested in
certificates of deposit, obligations of the United States Treasury, U.S. Government
Agencies, repurchase agreements, time and demand deposits. The average yield on
maturing investments was 1.57%. '

Risk management. The City is exposed to a vanety of accidental losses and has a nsk
management strategy that attempts to minimize losses and the cost of insurance. Risk
control techniques have been established to reasonably assure that City employees are
aware of their responsibilities regarding loss exposures related to their duties.
Supervisory personnel are responsible for monitoring risk control techniques and
conducting safety awareness programs, etc., on an operational basis. Coordination of the
risk management policies and safety programs is performed by the office of the Director
of Safety and Risk Management.

Retirement system. The City participates in the Missoun Local Government Employees
Retirement System (LAGERS). The plan is non-contributory and covers all fuli-time
City employees. The City funds the entire cost of the plan. Fiscal year 2004



contributions, based on actuarial valuations, were 9.6% of annual covered payroll for
general employees and 10.3% for police employees.

Other Information

Awards. The Government Finance Officers Association (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the City of O’Fallon, Missouri
for its’ Comprehensive Annual Financial Report for the fiscal year ended December 31,
2003. To be awarded a Certificate of Achievement, the City published an easily readable
and efficiently organized Comprehensive Annual Financial Report (CAFR). This report
satisfied both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for one year only. We believe that our current
Comprehensive Annual Financial Report continues to meet the Certificate of
Achievement Program’s requirements and shall submit the report to the GFOA to
determine the eligibility for another certificate.

In addition, the government also received the GFOA’s Distinguished Budget Presentation
Award for its annual budget document for fiscal year 2004. In order to qualify for the
Distinguished Budget Presentation Award, the government’s budget document was
judged to be proficient in several categories, including as a policy decument, a financial
plan, an operations guide, and a communications device.

Acknowledgments. The preparation of this report could not have been accomplished
without the assistance and dedication of the Finance Department’s staff. 1 would like to
express my appreciation to the City Administrator and the entire Management Team for
their cooperation in providing information to make this report possible,

The assistance and recommendations in the preparation of this report from the City’s
independent certified public accountants, RubinBrown LLP, is greatly appreciated.
Sincere gratitude is also extended to the Mayor and each member of the Board of
Aldermen for their interest and support in planning and conducting the financial
operations of the City in a responsible and progressive manner.

Respectfully submitted,

Vicki M. Boschert, CPA
Director of Finance
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City of O’Fallon, Missouri

-=*  Listing of City Officials as of 12/31/04
Mayor
Paul F. Renaud (2005%)

Board of Aldermen

Ward | . Ward 3
Bob Patek (2006*) Dan McAteer (2006%)
Cheryl Hibbeler (2005%) Daniel Brungard, (2005%)
Ward 2 _ Ward 4
Lyn Schipper (2006*) Jeffery Kuehn (20066%)
Dave Hinman, President (2005%) William Hennessey (2005*)
City Administrator
Todd Galbierz
City Attorney City Judge
Mark Piontek Earl W. Drennen

" Robert M. Wohler

Director of Finance
Vicki M. Boschert, CPA

Assistant City Administrator................oiii e vacant
City Clerk/Assistant to the City Administrator...............c.oovveveeeceiieicnn.. Sandra Stokes
Assistant to the City Administrator ...........ccooooviiiiiierc e Conan Stott
- Economic Development Director ........cc.ooovvemmiiiicioniniee ‘Libbey Simpson, CEcD
‘Community Development Managing Director...............ooooovvveeeiiivineecnecnn.. Todd Criswell
Development Services DHICCLOL .........oviiiiiiiieeeceeieee st eee e David Woods
Public Safety Managing Director (Chief of Police) ..., Steve Talbott
-Admanistrative Services Group Managing Director.............cccoveeeennneen. John Griesenauer
Parks and Recreational Service Managing Director ...........ooooovvieoceeeeeen. Tim Vanatta
Management Information Systems Director .............c.cooooieill Mike Bramstedt

* Denotes term expiration, all termis expire in Apri.
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Organizational Chart

Citizens of O'Fallon

Mayor and Board of Aldermen

| City Administrator l

—I—IAdminislrative Services Group II
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' " Community Development Group I|~

— CD Administration
— CD Building

- I—CD Code Enforcement
— CD Construction Management
“}—CD Development Services
| CDHighway

- L_CD Public Works

Police

A © . Public Safety Group

viil

— Facility Maintenance
- Fleet Maintenance
—— Human Resources
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—— Safety & Risk Management

—II Parks & Recreational Services Group Il
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— Landscaping
— Parks
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— Renaud Spirit Center
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Independent Auditors’ Report

The Honorable Mayor and
Members of the Board of Aldermen
City of O’Fallon, 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 City of O’Fallon, Missouri as of and for the year ended December 31,
2004, which collectively comprise the City of O’Fallon, Missouri’s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the City of O’Fallon, Missouri’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and 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
reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of City
of O’Fallon, Missouri as of December 31, 2004, 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.

R

BAKER TILLY
JINTERNATIONAL



The Honorable Mayor and
Members of the Board of Aldermen

In accordance with Government Auditing Standards, we have also issued a report dated
April 5, 2005 on our consideration of City of O’Fallon, 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 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.

The Management’s Discussion and Analysis on pages 3 through 16 and the Budgetary
Comparison Information on pages 62 through 65 are not a required part of the basic
financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise City of O’Fallon, Missouri’s basic financial
statements. The introductory section, the combining and individual fund financial
statements and schedules - supplementary information and the statistical section are
presented for purposes of additional analysis and are not a required part of the basic
financial statements. The supplementary information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

Rldirsuacon LLP

April 5, 2005
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City of O"Fallon, Missouri Management’s Discussion and Analysis Fiscal Year Ended December 31, 2004

Introduction

As management of the City of O’Fallon, Missouri, we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for
the fiscal year ended December 31, 2004. We encourage readers to use this document in
conjunction with the transmittal letter in the Introductory Section of this report and with
the City’s financial statements that follow this section.

Beginning in 2003, the City Of O’Falion implemented new teporting standards
established by the Governmental Accounting Standards Board. These new standards
significantly changed the content and structure of the financial statements.

Financial Highlights

e On agovemment-wide basis, the assets of the City of O’Fallon exceeded its liabilities
at the close of the most recent fiscal year by $42,122,973 (net assets). Of this
amount, $15,660,583 is considered unrestricted. The unrestricted net assets of the
City’s govemnmental activities are $5,089,023 and may be used to meet the
government’s ongoing obligations. The unrestricted net assets of the City’s business-
type activities are $10,571,560 and may be used to meet the ongoing obligations of
the City’s water, sewer, environmental services and public venue activities.

o The net assets of the City (assets less liabilities) at December 31, 2004 increased
$11,523,975 (as restated) from $30,598,998 to $42,122,973, or 38% from the prior
year.

e As of the close of the current fiscal year, the City of O’Fallon’s governmental funds
reported combined ending fund balances of $17,450,946. Approximately 35% of this
total amount, $6,176,786, is available for spending at the govemment’s discretion
(unreserved fund balance).

e At the end of the current fiscal year, unreserved fund balance for the general fund was
$6,185,460, or 23 percent of total general fund expenditures.

e The City of O’Fallon’s total long-term debt decreased by a net amount of $6,529,330,
or 4%, during the current fiscal year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of
O’Fallon’s basic financial statements. The City’s basic financial statements comprise of
three components: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City of O’Fallon’s finances, ina
manner similar to a private-sector business.



City of O’Fallon, Missouni Management’s Discussion and Analysis Fiscal Year Ended December 31, 2004

The statement of net assets presents information on all of the City of O’Fallon’s assets
and liabilities, with' the difference between the two reported as ner assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City of O’Fallon is improving or deteriorating.

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

and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of
O’Falion that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City of O’Fallon include general government, public
safety, highways and streets, community development, parks and recreation, and
municipal court. The business-type activities of the City of O’Fallon include water and
sewer services, environmental services and public venue, the City’s stadium operation.

The government-wide financial statements include not only the City of O’Fallon itself
(known as the primary government), but also the O’Fallon Public Facilities Authority
(OPFA). Financial information for this blended component unit is legally separate from
the City; however, its activities are so intertwined with the City as the primary
government that it is in substance, the same as the primary government.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City of O’Fallon, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City of O’Fallon can be divided into three

categories: governmental funds, proprietary funds, and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
Jfunds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term



City of O’Fallon, Missouri Management’s Discussion and Analysis Fiscal Year Ended December 31, 2004

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.

The City of O’Fallon maintains eleven individual govemmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances for the general
fund, Renaud Spirit Center fund, transportation sales tax fund, parks improvement fund
and the debt service fund, all of which are considered to be major funds. Data from the
other six governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the
form of combining statements elsewhere in this report

The City of O’Fallon adopts an annual appropriated budget for its general fund. A
budgetary comparison statement has been provided for the general fund to demonstrate

compliance with this budget.

Proprietary funds. The City of O’Fallon maintains four enterprise funds, a type of
proprietary fund. Enterprise funds are used to report the same functions presented as
business-type -activities in the government-wide financial statements. The City of
O’Fallon uses enterprise funds to account for its water and sewer services, environmental
services and public venue, the City’s stadium operation.

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 and sewer services, environmental services and public
venue, the City’s stadium operation, all of which are considered to be major funds of the

City of O’Fallon.

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 financial statement because the resources of those funds are not avaitable to support
the City of O’Fallon’s own programs. The accounting used for fiduciary funds is much
like that used for proprietary funds.

The City of O’Fallon maintains two agency funds, a fiduciary fund type, to account for
the St. Charles County Regional Drug Task Force and the Winghaven TDD under a
custodial agreement. Agency funds arc custodial in nature (assets equal liabilities) and
do not involve the measurement of results of operations.

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

Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning
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budgetary comparisons for the general, Renaud Spirit Center and transportation sales tax
funds.

= s

The combining statements referred to earlier in connection with nonmajor governmental
funds are presented immediately following the required supplementary information.

Government-wide Financial Analysis

As mentioned previously, new accounting standards significantly changed the content
and structure of the financial statements, and much of the information is not easily
comparable to prior years. Subsequent statements will include more detailed

comparisons.

Net assets. As noted earlier, net assets may serve over time as a useful indicator of a
government’s financial position. In the case of the City of O’Fallon’s, assets exceeded
liabilities by $42,122,973 at the close of the most recent fiscat year.

The City of O’Fallon’s net assets invested in capital assets (land, construction in
progress, buildings, equipment, improvements and infrastructure) less all outstanding
debt that was issued totals $11,718,743. As capital assets, these resources are not
available for future spending, nor can they be readily liquidated to pay off their related
liabilities. Resources needed to repay capital-related debt must be provided from other

sources.

(See next page for chart)
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City of O'Fallon's Net Assets

a4

Governmental Business-type

e o Total
activities activities

: _ 2004 2003 2004 2003 2004 2003
* Current and other assets $ 22,330,798 §$ 31,216,925 $ 19,489,610 $ 20854637 $ 41,820,408 $ 71,561,172

Long-term receivables 8,835,335 8,835,335 - - 8,835,335 8,835,335
. Capital assets 79,868,382 48,187,233 68,741,117 67,587,707 148,609,499 184,516,057
j Total assets 111,034,515 88,239,493 88,230,727 88,442,344 199265242 264,912,564
* Long-term liabilities outstanding 90,804,934 95,655,088 57,631,554 59,893,120 148,336,488 212,979,762

Other liabilities 5,120,589 6,852,438 3,685,192 3,844 421 8,805,781 14,382,051
f Total liabilities 95,925,523 102,407,526 61,216,746 63,737,541 157,142,269 227,351,813
. Net assets:

Tnvested-n capial assets, nef of
: related debt - - 11,718,743 16,337,820 11,718,743 28,056,563
: Restricted 10,019,969 9,916,869 4723678 9732489 14,743,647 24,373,036
" Unrestricted 5,089,023 (24,084,902} 10,571,560 (1,365,506) 15,660,583  (14,878,848)

-+ Total net assets 15,108,992 (14,168,033) 27,013,981 24,704 803 42122973 37,550,751

An additional portion of the City of O’Fallon’s net assets represent resources that are
subject to external restrictions on how they may be used. The remaining balance of
' : unrestricted net assets $15,660,583 is explained further below.

At the end of the current fiscal year, the City of O’Fallon is able to report positive
balances in all three categories of net assets, both for the government as a whole, as well
as for its separate governmental and business-type activities. This situation differs from
the prior year, since unrestricted net assets were negative as a result of not implementing

o the retroactive reporting of the City’s transportation and storm drainage infrastructure
' prior to December 31, 2003. However, the City has implemented the retroactive
reporting for transportation infrastructure during fiscal year 2004 and has yet to
implement the retroactive reporting for storm drainage infrastructure. The New
_ : Reporting Model includes the reporting of a cities infrastructure as a capital asset,
P including assets acquired retroactive to 1980. The City of O’Fallon is required to

implement this reporting no later than fiscal year ended December 31, 2007 and fuily
intends to be in compliance with this requirement..

Changes in net assets. The City of O’Fallon’s total net assets increased by $11,523,975
from the prior year after restating net assets to account for retroactive infrastructure
reporting and a prior period adjustment. This increase in net assets is a result of
continued economic growth. The City’s population increased by an estimated 3,302
residents. There were 1,108 residential construction permits issued along with 61
commercial construction units. Key elements to the changes in net assets follow:
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City of O'Fallon's Changes in Net Assets

Business-type

Gover.nr.n'ental ess Total
activities activities
2004 2003 2004 2003 2004 2003
Revenues:
Program revenues: :
Charges for services $ 4508614 $ 3,568,871 $ 13683934 $ 10446276 $ 18,192,548 $ 27,699,081
Qperating grants and
contributions 291,147 13,118,889 - - 291,147 13,118,889
Capital grants and
contributions 7,647,446 9,204,791 1,867,258 1,197,701 9,514,704 12,269,750
General revenues:; -
Property taxes 9,254,281 9,077,791 - - 9,254,281 9,077,791
Sales taxes 15,304,539 13,799,335 - - 15,304,539 13,799,335
Franchise and public
service taxes 4,072,856 3,802,342 - - 4072 856 3,802,342
Other 1,440,479 1,431,722 621,880 769,266 2,062,359 2,822,868
Total revenues 42,519,362 54,003,741 16,173,072 12,413,243 58,692,434 82,590,056
Expenses:
General government 7,961,544 8,744 170 - - 7,961,644 8,744 170
Public safety 9,129,922 7,772,952 - - 9,129,922 7,772,952
Highways and streets 4,977,965 15,901,329 - - 4,977,965 15,901,328
Community development 2,545,389 2,451,939 - ~ 2,545,389 2,451,939
Parks and recreation 4,851,622 3,950,949 - - 4,851,622 3,950,949
Municipal court 216,232 187,241 - - 216,232 187,241
Interest on fong-term
debt 3,511,891 4,716,746 ‘ - - 3,511,891 4,716,746
Sewer - - 5,957 824 5,833,135 5,957,824 5,833,135
Water - - 3,805,690 2,919,296 3,805,690 2,919,296
Environmental services - - 3,620,169 2,814,898 3,620,169 2,814,898
Public venue - - 590,211 734,179 590,211 734,179
Loss on sale of capital
assets - 760,722 - 66,911 - 827,633
Total expenses 33,194,565 44,486,048 13,973,894 12,368,419 47,168,459 70,828,361
Increase in net assets before
transfers 9,324,797 8,517,693 2,199,178 44,824 11,623,975 9,562,517
Transfers (110,000 {88,000) 110,000 88,000 - -
Increase in net assets 9,214,797 9,429,693 2,309,178 132,824 11,623,875 9,562 517
Net assets - beginning of
year, as previously stated (14,168,033) (23,597,726) 24,704,803 24,571,979 10,536,770 974,253
Prior period adjustment {635,889) - - - (635,889) -
Retro-active
infrastructure reporting 20,698,117 - - - 20,698,117 -
Net assets - beginning of
year, as restated 5894 195 (23,597,726) 24,704,803 24,571,979 30,598,998 974,253
Net assets - December 31 $ 15,108,992 $(14,168,033) $ 27,013,981 § 24,704,803 $ 42,122,973 $ 10,536,770
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Governmental activities. Governmental activities increased the City’s net assets by
$9,214,797, thereby accounting for 80 percent of the total growth in the net assets of the

City of O’Fallon

e The City’s assessed valuation increased resulting in a lower property tax rate for
fiscal year 2004, yet an increase in property tax revenue of $176,490.

* During a year of a slowing economy and higher unemployment there was projected
over 1,081 new jobs created in O’Fallon, an increase in sales tax revenue of
$1,505,204, and an increase in total general governmental tax revenue of $1,952,208.

e The City has received monies from the County Transportation Fund to reimburse
itself for costs relating to Technology Drive, T.R. Hughes Railroad Overpass,
Sonderen Extension, Guthrie Road and Phase 1 of Tom Ginnever. During fiscal year
2004 this amounted to $3,816,679 and reported as a Capital Grants and Contributions.
Other items recorded to this category are the State Motor Fuel Tax revenues and
County Road and Bridge funds.

Following is a chart comparing program revenues and expenses for the individual
government activities for the current year. As the chart reflects, highways and streets,
community development and municipal court relied on correlating program revenues to
support the function or at least a material % of the function. Property and sales taxes
assisted in supporting general government, public safety, parks and recreation and
interest on long-term debt.

Expenses and Program Revenues - Governmental Activities

B Expenses

W Program Revenues

10,000

8,000

6,000

4,000

Thousands

2,000

General Public safety Highways and Community  Parks and Municipal Interest on
government streets development  recreation court long-term
debt
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The next chart reflects the percent of the total for each source of revenue supporting
governmental activities.

Revenues by Source - Governmental Activities

Charges for
Franchise and Other services  Operating grants

public service taxes 3% 11% and contributions
10% 1%

Capital grants and
contributions
18%

Sales taxes

35%

Property taxes
22%

Business-type activities. Business-type activities increased the City of O’Fallon’s net
assets by $2,309,178, accounting for 1 percent of the total growth in the government’s net

assets.

Following are charts comparing program revenues and expenses by individual business-
type activity and the percent of the total for each source of revenue supporting business-
type activities for the current year.

Although these business-type activities recover more costs through program revenues
than governmental activities, only the sewer activities generated sufficient revenue to
cover current expenses. Eighty five percent of the revenue is derived from charges for
services and eleven percent from capital grants and contributions, primarily
infrastructure. In other words, the services for these activities are substantially being
supported by user fees which are based upon each household’s usage. During 2005, the
City will review the current rates for water and sewer activities to ensure that the
operating revenues are covering the operating expenses and request and make a proposal
to the Board to adjust rates as necessary.
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Expenses and Program Revenues - Business-type Activities

OExpenses

H Program Revenues

8,000

6,000

4,000
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Sawer Water Environmental services Public venue

Revenues by Source - Business-type Activities
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Financial Analysis of the City’s Governmental Funds

The focus of the City of O’Fallon’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the City of O’Fallon’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

At the end of the current fiscal year, the City of O’Fallon’s governmental funds reported
combined ending fund balances of $17,450,946, a decrease of $7,225,286 in comparison
with the prior year. The decrease is due to spending down general obligation bond
proceeds in the Parks Improvement Fund. The bonds were authorized by voter approval
in April of 1999 and issued in 2000 and 2001 to make various improvements to the City’s
parks system. Approximately one-third of the ending fund balance of the governmental
funds is unreserved and available for appropriation for the general purposes of the funds.
The remainder of the fund balance is reserved to indicate that it is not available for
spending because it has already been committed for encumbrances, capital projects, debt
service, prepaid assets and street improvements.

General Fund. The general fund is the chief operating fund of the City of O’Fallon. At
the end of the current fiscal year, unreserved fund balance of the genecral fund was
$6,185,460 while total fund balance is $7,621,334. As a measure of the general fund’s
liquidity, it may be useful to compare both unreserved fund balance and total fund
balance to total fund expenditures. Unreserved fund balance represents 23 percent of
total general fund expenditures, while total fund balance represents 28 percent of that

same amount.

The fund balance of the City of O’Fallon’s general fund increased by $341,465 during
the current fiscal year. Important factors to note are as follows:

+ Property tax revenues increased by $176,490 as a result of continued residential
and commercial growth in the City. The City voluntarily reduced the debt service
property tax levy by $.02 per $100 of assessed valuation and was still able to
realize an increase in revenue.

¢+ Sales tax revenues increased by $1,505,204 as a result of growth in retail
establishments located in the City.

+ Gross receipts taxes on utilities decreased by $270,514 relative to the
unseasonable cooler summer.

+ Public safety expenditures increased by $1,554,976 primarily due to adjustments
in salaries to market per a salary survey and a capital lease to record a 3 year lease
for 20 police vehicles.

Transportation Sales Tax. The transportation sales tax fund has a total fund balance of
$7.,248,358, all of which is reserved for street improvements. Reserved fund balance
represents 47 percent of total transportation sales tax fund expenditures. The net decrease
in fund balance during the cwrent year in the transportation sales tax fund was
$4,254,571. Street improvement projects included improvements to Technology Drive,

12



T.R. Hughes Railroad Overpass, Sondercn Extension, Guthrie Road Realignment, Phase
1 of Tom Ginnever, Mexico Road Resurfacing and Highway K Bikepath.

Parks Improvement. The parks improvement fund has a total fund balance of $8,345 of
which is reserved for improvements to the City’s parks system. The net increase in this
fund is related to funds committed to projects that were recorded in prior years that, in
2004, the projects were under budget and adjustments to the contracts resulted in a

reduced commitment.

Debt Service. The debt service fund has a total fund balance of $1,983,198, all of which
is reserved for the payment of debt service. The net increase in fund balance during the
current year in the debt service fund was $221,504.

Nonmajor Governmental Funds. During 2004, the City received a Community
Development Block Grant to fund community programs. In the storm drainage fund, the
City expended funds to maintain services on the City’s storm drainage system to stay in
compliance with regulations of the Missouri Department of Natural Resources.

Budgetary Highlights ~ General Fund. Differences between the originai budget and
the final amended budget for expenditures resulted in a 7 percent increase. The increase
in expenditures is primarily due to unanticipated health insurance expenses and startup
operations of the Renaud Spirit Center.

During the year, actual revenues were less than budgetary estimates and expenditures
were less than budgetary estimates, resulting in an actual increase in fund balance of
$490,642. The City’s fund balance on a budget basis at the end of the current year was

$7,439,651.
Financial Analysis of the City’s Proprietary Funds

Sewer Fund. Unrestricted net assets of the sewer fund at the end of the year amounted to
$4,181,051. The change in net assets for the current year was an increase of $2,466,568.
This increase is primarily a result of collection of tap fees in advance from residential
developers that are participating in the construction costs of the West Lift Station that
will service the Peruque Creek Watershed in which the developments are occurring.
Another factor which relates to this increase is the agreement signed between the City of
O’Fallon and St. Charles Public Water District No. 2 to share in costs relating to the
Waste Water Treatment Plant Expansion and the East Lift Station.

Water Fund. Unrestricted net assets of the water fund at the end of the year amounted to
$7,217,540. The change in net assets for the current year was an increase of $218,973.
This increase is a result of donated capital assets upon dedication of infrastructure.

Environmental Services. Unrestricted net assets of the environmental services fund at
the end of the year amounted to ($971,917). The change in net assets for the current year
was a decrease of $109,392.

13



Public Venue Fund. Unrestricted net assets of the public venue fund at the end of the
year amounted to $144,886. The change in net assets for the current year was a decrease

of $266,971. -

Capital Asset and Debt Administration

Capital assets. The City of O’Fallon’s investment in capital assets for its governmental
and business type of activities as of December 31, 2004, amounts to $148,609,499 (net of
accumulated depreciation). This investment in capital assets includes land, construction
in progress, buildings, improvements, equipment and infrastructure. The total increase in
the City of O’Fallon’s investment in capital assets for the current fiscal year was 28
percent (a 65 percent increase for governmental activities and a 2 percent increase for
business-type activities). $20,698,117 or a 43 percent increase for the current fiscal year
is a result of retroactive reporting of infrastructure capital assets.

City of C'Fallon's Capital Assets
{net of depreciation)

Govemmental Business-fype
activities aclivilies Total
2004 2003 2004 2003 2004 2003
Land $ 11,795638 $ 11,781,468 $ 1,203,237 § 1,187,256 $ 12,998875 $ 12,968,723
Construction in progress 1,771,936 7,641,966 1,248,526 24,932,245 3,020,462 32,574,211
Buildings 21,663,851 11,904,250 40,566,193 22,011,326 62,230,044 33,915,576
improvements 2,404,689 2,558 647 - - 2,404 689 2,558,647
Equipment 2,195,562 2,311,474 8,438,072 5,917,768 10,633,634 8,229,242
Infrastructure 40,035,706 11,989,428 17,285,085 13,539,113 57,321,795 25,528,541

Total

$ 79868382 $ 48,187,233 § 68,741,117 § 67,587,707 § 148,609,498 $ 115,774,940

Additional information on the City of O’Fallon’s capital assets can be found in note 5 to
the financial statements.

Long-term debt. At the end of the current fiscal year, the City of O’Fallon had total
debt outstanding of $149,391,389. Of this amount $40,040,000 comprised debt backed
by the full faith and credit of the government. The remainder of the debt includes
$5.935,000 in revenue bonds, $15,910,000 in leasehold revenue bonds, $84,110,000 in
certificates of participation, $2,787,844 in TIF obligations, and $346,616 roadway
improvement obligation and $261,929 in capital lease obligation. The TIF obligations
are secured solely by payments in licu of taxes collected by the TIF District special
revenue fund. There were no payments in licu of taxes generated in the current year.

14
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City of O'Fallon’s Outstanding Debt

o Governmental Business-type
= activities activities Total
2004 2003 2004 2003 2004 2003
General obligation bonds $ 40,040,000 $ 41455000 % - § - § 40,040,000 $ 41455000
Revenue bonds - - 5,935,000 6,285,000 5,935,000 6,285,000
Leasehokd revenue bonds - 8,270,000 15,910,000 16,655,000 15,910,000 24,925,000
Certificates of participation 47,898,000 42,301,100 36,212,000 37,413,900 84,110,000 79,715,000
TIF obligations 2,787 844 2,562,707 - - 2,787,844 2,682,707
Roadway improv. Obligation 346,616 978,012 - - 346,616 978,012
Capital lease obligation 261,929 - - - 261,929 -
Total $ 91,334,389 $ 95,566,619 $ 58057000 §$ 60,353,900 § 149,391,383 § 155920,719

The City of O’Fallon’s total debt decreased by $6,529,330 (4 percent) during the current
fiscal year. During 2004, the City issued $8,270,000 in certificates of participation to
refund the 1997 Leasehold Revenue Bonds, to take advantage of favorable interest rates.

State Statutes limit the amount of general obligation debt a governmental entity may
issue to 10 percent of its total assessed valuation. The current debt limitation for the City
of O’Fallon is $109,049,101, which is significantly in excess of the City of O’Fallon’s
outstanding general obligation debt of $38,056,802.

During 2003, the City of O’Fallon received a rating upgrade to a “Aa3”, or Excellent, by
- Moody’s for its general obligation debt.

- Additional information on the City of O’Fallon’s long-term debt can be found in note 8 to
the financial statements. '

Economic Factors and Next Year’s Budgets

During the preparation of the budget for the ensuing fiscal year, the City took into
consideration the continued residential and retail growth and current economic
conditions. Following are the assumptions made in preparing the City of O’Fallon’s
budget for the 2005 fiscal year:

+ Property tax values will increase by 6%

+ The Consumer Price Index will approximate 2.5%

+ Commercial growth will continue resulting in an increase of retail sales by 4%
+ Interest rates on investments will be 2.25%

Requests for Information
This financial report is designed to provide a general overview of the City of O’Fallon’s

finances for all those with an interest in the government’s finances. Questions concerning
any of the information provided in this report or requests for additional financial

15



information should be addressed to the Office of the Finance Director, City of O’Fallon,
100 North Main Street, O’Fallon, Missouri, 63366 or by logging on to the City’s website
at www.ofallon.mg.ps.

=
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City of O'Fallon, Missouri

Statement of Net Assets
December 31, 2004

Governmental Business-Type
Activities Activities Total
Assets
Cash and short-term investments $ 13,135,442 16,393,310 $ 29,628,752
Receivables {net):
Taxes 6,635,169 - 6,635,169
Services - 2,456,768 2,456,768
Intergovernmental 554,546 - 554,546
Other 171,034 299,742 470,776
Internal Balances 568,949 {568,949} -
Prepaid Assets 417,997 84,074 502,071
Inventories 18,333 - 18,333
Long-term receivables 8,835,335 - 8,835,335
Capital assets:
Non depreciable 13,567,674 2,451,763 16,019,337
Depreciable, net 66,300,808 66,289,354 132,590,162
Deferred charges 829,328 824,665 1,653,993
Total Assets 111,034,615 88,230,727 199,265,242
Liabilities
Accounts payable 3,284,523 1,174,277 4,458,800
Accrued interest 1,404,941 681,001 2,085,942
Gther accured liabilities 262,710 - 262,710
Unearned revenues 59,633 318,000 377,633
Deposits and escrow funds - 231,914 231,914
Other Habilities 108,782 1,280,000 1,388,782
Long-term liabilities:
Due within one year 4,832,490 2,331,900 7,164,390
Due in more than one year 856,972,444 55,199,654 141,172,098
Total Liabilities 95,925,623 61,216,746 157,142,269
Net Assets
Investments in capital assets, net of related debt - 11,718,743 11,718,743
Restricted for:
Capital projects 4,520,266 3,677,931 8,198,197
Debt service 5,268,291 1,045,747 6,314,038
Other purpose 231,412 - 231,412
Unrestricted : 5.089,023 10,671,660 15,660,683
Total Net Assets $ 15,108,992 27,013,981 $ 42,122,973

*See the accompanying notes to the financial statements.
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City of O'Fallon, Missouri

Reconciliation of the Balance Sheet of Governmental
. Funds to the Statement of Net Assets
December 31, 2004

=

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

Totat fund balance - governmental funds

Long-term receivables applicable 10 the City's governmental activities are not due and pavable
in the current peried and. accordingly, are not reported as receivables within the fund financial
statements.

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. The cost of the assets is $104,111,855 and the accumlated
depreciation is $24,243,473

Property taxes asessed by the City, but not collected as of year end, are deferred
within the fund financiat statements. However, revenue for this amount is recognized
in the government-wide statements.

Long-term liabilittes applicable to the City's governmental activities are not due and payable

m the current period and, accordingly, are not reported as liabilities within the fund financial
statements, Interest onlong-term debt is not accrued in governmental funds, but rather is
recognized as an expenditure when due. All liabilities - both current and long-term - are reported
on the government-wide statement of net assets. Discounts, premiums and bond issuance
costs are reported in the governmental fund financial statements when the debt was issued
whereas these amounts are deferred and amortized over the life of the debt as an adjustment

to interest expense on the government-wide financial statements.,

Balances as of December 31, 2004 are:
Accrued compensated absences, vacation
_Accrued interest on oulstanding debts
Bonds and notes payable
Unamortized bond issue costs
Unamaertized bond discount
Umamortized deferred refunding

Total net assets - governmental activities

"See the accompanying notes to the financial statements.

17.450,946

8,835.33%

79,868,382

334,876

(444,157}

1,404,941}

(91,327,316}
829,328
356,767
609,772

15,108,992
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City of O'Fallon, Missouri

Reconcihiation of the Statement of Revenues,
5oz Expenditures. and Changes in Fund Balances of

&
Governmental Funds to the
Statement aof Activities
For The Year Ended December 31, 2004
Net change in fund balances - total governmental funds $ (7,225,286)

Amounts reparted for governmental activities in the statement of activities
are difterent because:

Governmental funds report capital cutlays as expenditures. However, in the statement

of activities, assels with an initial, individual cost of more than $5,000 for general and $ 10,000
for infrastrukture are capilalized and the cost is allocated over their estimated usesiul lives

and reported as depreciation expense. Donated assets are not recorded in the governmental
funds but are recognized as revenue in the statement of activities. This is the amount by which
capital outlays and donated capital assets exceeded depreciation in the cuirent pedod.

Capital outlays $ 11,636,660
Donated capital assets 3,406,653
Depreciation expense 13.327,494) 11,715,819

In the statement of activities, the loss on the disposition of capital assets is reported and the
proceeds on disposition of capital assels is temoved. The loss is not a use of current
resources and thus is not reported in the funds. {96,896}

The governmental funds report bond proceeds as an other financing source, while repayment
of bond principal is reported as an expenditure. In the statement of net assets., however,
issuing debt increases long-term liablities and does not affect the statement of activities.
Similarly, repayment of principal is an expenditure in the governmental funds financial
statements but reduces the long-term liabilities in the statement of net assets.

TIF Notes Issued {225.137)

Centificates of Participation issued {8.508.000)

Process from capital leases (400,107}

Repayment of capital lease payable 138,178

Repayment to escrow agent 8,318,139

Repayment of bond principal 4,906,357 4,232,430

Under the madified accruat basis of accounting used in governmental funds the effect of
issuance costs, discounts and premiums when debt is lirst issued, whereas these amounts

are deferred and amortized in the statement of activities. Interest is recognized as an
expenditure in the governmental funds when it is due. In the statement of activities, interest
expense is recognized as it accrues, regardless of when it is due. Some expenses reported

in the Statement of Activities do not require the use of current Hnancial resources and therefore
are not reported as expenditures in governmental lunds. The net effect of these differences
are as follows:

Accrued interest on bonds 146,525
Compensated absences 143,490}
Amortization expense {85,852}
Deterred issuance costs 22,672
Discounts on debt issuances (17,135)
Capital appreciation accretion 121,555)
Deferred amount on refunding 628,827 629,992

Property tax revanues received prior te the year for which they are being levied are reported
as deferred revenue in the governmental funds. They are, however recorded as revenues in
the statement of activities. Deferred property tax revenues decreased this year. (41,262}

Change in net ts of gaverr tal activities $ 9,214,797

*See the accompanying notes to the financial statements.
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City of O’Fallon, Missouri

Assets:
Current Assets:
Cash and cash equivalents:

Statement of Net Assets
Proprietary Funds
December 31, 2004

Major Enterprise Funds

Environmental

Sewer fund Water fund Services

Public Venue

$ 3,673,140 $ 6,306,583 $ 313,924

$

485,976

Held by trustee
Restricted 427,525 106,965 512,980 -
Unrestricted 3.421,764 973,491 - 170,962
Receivables:
Charges for services:
Billed 1,065,778 233,623 227,180 -
Unbiiled 339,772 130,569 459,846 -
Other 109,494 76,192 61,913 52,143
Prepaid assets 34,682 29,723 19,669 -
Total Current Assets 9,072,155 7.857.146 1,595,512 709,081
Capital assets 53,465,869 27,399,586 5,217,807 5,196,794
Less: Accumulated depreciation 15,721,918 4,181,381 1,136,520 1,499,120
Capital assets - net 37,743,951 23,218,205 4,081,287 3.697.674
Deferred charges 310,451 248,920 72,694 192,600
Total Assets 47,126,557 31,324,271 5,749,493 4,599,355
Liabilities:
Current liabilities:
Accounts payabtle 924,687 152,107 97,483 -
Interest payable 277,170 175,360 77,493 150,978
Customer deposits 69,665 162,249 - -
Due to other funds - - 568,949 -
Deferred revenue: connection charges 280,000 38,000 - -
Cuirent partion of revenue bonds payable 320,000 50,000 - -
Current portion of leasehold revenue
bonds payable 522,875 102,125 - 155,000
Current portion of certificates of
participation payable 268,743 390,000 511,257 11,900
Total current liabilities 2,663,140 1.069,841 1,255,182 317,878
Accrued Compensated Absenses 19.971 -
Due to other governmental entities 1,280,000 . -
Revenue bonds payable, less current
maturities and bond discount 4,398,135 1,024,883 - -
Leasehold revenue bands payable,
tess current maturities and bond discount 9,364,123 1,829,430 - 3.860,000
Certificates of participation payable,
less current maturities and bond discount 11,271,336 18,421,763 4,749,913 260,100
Total kabilities 28,976,734 22,345,917 6,025,066 4,437,978
Net Assets:
invested in Capital Assets, Net of Refated Debt 10,318,739 1,400,004 - -
Restricted for:
Debt Service 427,525 106,965 511,257 -
Capital Projects 3,222,508 253,845 185,087 16,491
Unrestricted 4,181,051 7,217,540 971,917} 144,886
Total Net Assets $ 18,149,823 $ 8,978,354 $ £275,573) H 161,377

*See the accompanying notes to the financial statements.
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City of O’Falion, Missouri

Statement of Net Assets - {continued)
= Proprietary Funds
December 31, 2004

Total
Assets:
Cuitent Assets:
Cash and cash equivalents:
Held by trustee $ 10,779,623
- Restricted 1,047,470
Unrestricted 4,566,217
Receivables:
Charges for services:
Billed 1,626,581
Unbilled 930,187
Other 299,742
Prepaid assets 84,074
Total Current Assets 19,233,894
Capital assets 91,280,056
Less: Accumulated depreciation 22,538,939
Capital assets - net 68,741,117
Deferred charges B24,665
___Total Assets 88.799,676
Liabilities:
Current liabilivies:
Accounts payable 1,174,277
Interest payable 681,001
Customer deposits 231,914
Due to other funds 568,949
Deferred tevenue: connection charges 318,000
Current portion of revenue bonds payable 370,000
Current portion ot leasehold revenue
bonds payable 780,000
Cumrent portion of certificates of
participation payable 1,181,900
Total current liabilities 5,306,041
Accrued Compensated Absenses 19,971
Due to other governmental entities 1,280,000
Revenue bonds payable, less current
maturities and bond discount 5,423,018
Leasehald revenue bonds payable,
tess current maturities and bond discount 15,053,563
Centificates of participation payable,
tess current maturities and bond discount 34,703,112
Total liabilities 61,785,695
Net Assets: .
invested in Capital Assets, Net of Related Debt 11,718,743
Restricted for:
Debt Service 1,045,747
Capital Projects 3,677,931
- Unrestricted 10.571,560
Total Net Assets $ 27,013,981




City of O'Fallon, Missouri

Statement of Revenues, Expenses, and Changes m Net Assets
Proprietary Funds
For The Year ended December 31, 2004

Environmental

Sewer fund Water fund Services Public Venue Total
Operating Revenues:
Refuse and Recycling Service Charges $ - $ - $ 3,432,478 § $ 3,432,478
Water sales - 2,815,420 - 2,915,420
Connection charges 1,910,213 804,023 - 2,714,236
Sewer service charges 4,492,930 - - - 4,492,930
Lease payments 75,000 - - 53.870 128.870
Miscellaneous 6,478 38,130 69,160 152,283 266,051
Total Operating Revenues 6,484,621 3.757.573 3,601,638 206,153 13,949,985
Operating Expenses:
Contractual services 2,205,029 1,529,496 30,215 3,764,740
General goveranment 55,447 54,324 1,351,613 - 1,461,384
Utilities 658,165 667,422 1,220,458 2,446,045
Repairs and maintenance 322,506 36,289 158,206 - 517,001
Small equipment 45,508 170,464 9,417 - 225,389
Depreciation and amortization 1,393,395 414,042 652,754 268,841 2,729,032
Miscellaneous 14,559 11,696 4,762 {24.650) 6,367
Total QOperating Expenses 4,694,609 2,783,733 3,427,425 244,191 11,149,958
QOperating Income {Loss) 1,790,012 973,840 74.213 {38,038) 2,800,027
Nonoperating Revenues (Expenses):
Intergovernmental revenue 1,540,054 - - - 1,640,054
Interest income 217,460 122,143 9,139 7.087 355,829
Interest expense {1,263,215) 11,021,957} {192,744} (346,020} (2,823,936)
Total Nonoperating Expenses. Net 494,299 {899.814) {183,605} (338.933) {928,053)
Income (Loss} Before Transfers 2,284,311 74,026 {109,392} {376,971) 1,871,974
and Contributions:
Transfers in - - 110,000 110,000
Capitatl Contributions 182,257 144,947 - - 327,204
Change in Net Assets 2,466,568 218,973 {109,392} (266,971} 2,309,178
Total Net Assets - Beginning 15,683,255 8,759,381 {166,181) 428,348 24,704,803
Total Net Assets - Ending $ 18,149,823 $ 8,978,354 $ {275,5673) $§ 161,377 $27,013,981

*See the accompanying notes to the financial statements.
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City of O'Fallon, Missouri

Statement of Cash Flows
Proprietary Funds
For The Year ended December 31, 2004

Envirenmental
Sewer fund Watar fund Services Public Venue
Cash Flows From Operating Activities:

Receipts from customers ¥ 5,677,418 $ 3.5692,352 $ 3,604,463 $ 138,872

{Payment o) refunds from suppliers {2,866,670) 12,403,523 (1,767,875} 19,575

Payment to employees (55,447) {54,324 11,103,384} -

Other receipts . 6,478 44,220 149,727 152,283
Net Cash Provided By Operating Activities 2,761,779 1,178,726 782,931 310,730
Cash Aows From N pital Financing Activiti

Transters in - - 110,000
Net Cash Provided By Noncapital

Financing Activities - - - 110,600
Cash Flows From Capital And Related Financing

Activilies:

Principal paid on bonds (1,373,410} 1528,040) {520,000} {156,900

interest paid on bonds {1,263,215]) 11,021,957 [192,744) (346,020)

Deferred revenue connection charges 224,000 - - -

Praceeds from capital grant 1,540,054 - -

Acquisition and construction of capital assets 12,943,254) (271,752 (296,710} -
Net Cash Used n Capital And Related

Financing Activities. {3.815.825) (1.821,749) 11,009,454) 1502,920)
Cash Flows From Investing Activities:

Interest on investments 217,460 122,143 9,139 7.087
Net Cash Provided By Investing Activities 217,460 122,143 9,139 7,087
Net Decrease In Cash And Cash

Equivalents {836,586) {520,880; (217,385) (75,103)
Cash And Cash Equivalents - Beginning of Year 8,359,015 7,907,919 1,044,289 732,041%
Cash And Cash Equivalents - End of Year $ 7,522,429 $ 7,387,039 § 826,904 $ 656,938
Reconciliation of Operating lncome {Loss)

Te Net Cash Provided By Operating

Activities

Operating trcome (Loss} $ 1,790,012 $ 973,840 $ 74,213 $ {38,038)
Adjustments to reconcile operating income {ioss) to net
cash provided by operating activities:
Depreciation expense 1,393,395 414,042 652,754 268,841
Change in assets and liabilities:
{Increase} decrease in services receivable {816,267) (145,317) 117,633 -
{lincrease) decrease in miscellaneous receivables 16,992 18,226 (45.648) 85,002
{Increase} decrease in prepaid assets 144,471 102,821 (4,5001 -
Increase {decrease} in accounts payable 221,298 {186,046} {108,282 -
Increase {decrease) in interest payable 13,328 14,930] 8,289 15,075}
increase {decrease) in customer deposits {1,450} 6,090 - -
Increase in accrued compensated absences - - 3,022 -
increase in due 10 other funds - - 86,450 -
Total Adjustments 971,767 204,886 708,718 348,768
Net Cash Provided By Operating Activities $ 2,761,779 $ 1,178,726 $ 782,931 $ 310,730

Noncash Investing, Capital, and Financing Activities:

The Sewer and Water Funds received $182,257 and $144,947, respectively, in contributed sewer and water fines from developers.

*See the accompanying notes to the financial statements.
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City of O'Fallon, Missouri

Statement of Cash Flows - {continved)

Proprietary Funds

For The Year ended December 31, 2004

Total

Cash Flows From Operating Activities:
Reciepts from customers

$ 12,913,105

{Payment to) refunds from suppliers (7.018.492)
Payment to employees (1,213,155)
Other receipts 352,708
Net Cash Provided By Operating Activities 5,034,166
Cash Flows Frem Noncapital Financing Activities:
Transfers in 110.000
Net Cash Provided By Noncapital
110.0G30

Financing Activities

Cash Flows From Capital And Related Financing
Activities:
Principal paid on bonds
interest paid on bonds
Deferved revenue connection charges
Proceeds from capital grant
Acquisition and construction of capital assets

[2,578,350)
2,823,336)
224,000
1,540,054
(3,511,716)

Net Cash Used in Capital And Related

Fmancing Activities 17,149,948}
Cash Flows Fram lnvesting Activities:

Interest on _investments 355,829
Net Cash Provided By Investing Activities 355,829
Net Decrease in Cash Aad Cash

Equivalents {1,649,953)
Cash And Cash Equivalents - Beginning of Year 18,043,264

Cash And Cash Equival - End of Year

% 16,383,311

Reconcikiation of Operating Income (Loss)
To Net Cash Provided By Operating
Activitias

Operating Income [Loss) $ 2,800,027
Adjustments to reconcile gperating income {loss) to net
cash provided by operating activities:
Depieciation expense 2,729,032
Change in assets and liabilities:
{ncrease} decrease in services receivable {843,951}
{increase} decrease in miscellaneous receivables 74,572
{increase} decrease in prepaid assets 242,792
increase (decrease) in accounts payable (74,0301
Increase {decrease) in interest payable 11,612
increase {decrease) in customer deposits 4,640
Increase in accrued compensated absences 3,022
Increase in due to other funds 86,450
Total Adjustments 2,234,139
$ 5,034,166

Net Cash Provided By Operating Activities
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City of OFallon, Missouri
Statement of Assets & Liabilities

= Fiduciary Funds
December 31, 2004
Agency Funds
Assets:
Cash $ 264,099
Accounts Receivable -
Due from other governmental agencies 147,663
Total Assets 411,762
Liabitities:
Accounts Payable 17,750
Due to Other Funds 74,052
Due to St. Charles County .
Regional Drug Task Force 213,254
Due to WingHaven
Transportation Development District 106,706
Total Liabilities $ 411,762

*See the accompanying notes to the financial statements.
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1.

City of O’Fallon, Missouri
Notes to Basic Financial Statements
December 31, 2004

Summary ofjéignificant Accounting Policies

The City of O’Fallon, Missouri {the City} was incorporated September 12,
1912. The City operates under a Mayor/Board of Aldermen/City
Administrator form of government and provides the following services as
authorized by its bylaws: public safety (police}, highways and streets,
culture and recreation, public improvements, water and sanitary sewer,
community development, and general administrative services.

The basic financial statements of the City have been prepared in conformity
with accounting principles generally accepted in the United States of
America (GAAP) as applied to government units. The Governmental
Accounting Standards Board {GASB) is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles.
The more significant of the City’s accounting policies are described below:

Reporting Entity

The City defines its reporting entity in accordance with the provisions
established by the GASB. GASB requirements for inclusion of component
units are based primarily upon whether the City’s governing body has any
significant amount of financial accountability for potential component units
(PCU). The City is financially accountable if it appoints a voting majority of a
PCU’s governing body and is able to impose its will on that PCU, or there is
a potential for the PCU to provide specific financial benefits to, or impose
specific financial burdens on, the City. The City’s financial reporting entity
consists of the City and one component unit. The component unit discussed
below is included in the City’s financial reporting entity because of the
significance of its operational and financial relationship with the City.

Blended Component Unit

The following component unit is legally separate from the City;
however, its activities are so intertwined with the City as the primary
government that it is, in substance, the same as the primary
government. As such, the balances and transactions of this
component unit are blended into the financial statements and are
reported in a manner similar to the balances and transactions of the

City itself.
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City of O'Fallon, Missouri
Notes to Basic Financial Statements
December 31, 2004

O’Fallon Public Facilities Authority (OPFA)

The OPFA is a not-for-profit corporation created by ordinance of the
Board of Aldermen, organized and existing under the laws of the State
of Missouri. Five directors were appointed by the Mayor with
staggering terms. The OPFA board of directors elects reptacement
directors. The OPFA is accounted for as if it were part of the City's
operations because it was established to provide benefits for the
public facitity needs of the City. Separate financial statements for the
OPFA are not prepared.

Govemment-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets
and the statement of activities) report information on all of the nonfiduciary
activities of the City. The effect of interfund activity has been removed
from these statements. Governmental activities, which normally are
supported by taxes, intergovernmental revenues, and other nonexchange
transactions, are reported separately from business-type activities, which
rely to a significant extent on fees and charges to external parties.

The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are otfset by program revenues.
Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include 1) charges to customers or applicants
for goods, services, or privileges provided, 2) operating grants and
contributions, and 3) capital grants and contributions, including special
assessments. Taxes, unrestricted interest earnings and other items not
properly included among program revenues are reported instead as general

revenucs.

Following the government-wide financial statements are separate financial
statements for governmental funds, proprietary funds and fiduciary funds.
Major individual governmentai funds are reported as separate columns in the
fund financial statements. All other governmental funds are reported in one
column labeled “Other Governmental Funds.” The total fund balances for all
governmental funds is reconciled to total net assets for governmental
activities as shown on the statement of net assets. The net change in fund
balance for ali governmental funds is reconciled to the total change in net
assets as shown on the statement of activities in the government-wide

financial statements.

32



City of O’Fallon, Missouri
Notes to Basic Financial Statements
December 31, 2004

Governmental finds are those through which most governmental functions
of the City are financed. The acquisition, use, and balances of the City's
expendable financial resources and the related liabilities {except those
accounted for in proprietary funds) are accounted for through governmental
funds. The measurement focus is upon determination of and changes in
financial position, rather than upon net income. The following are the City’s
major governmental funds:

General

The general fund is used to account for resources traditionally
associated with government activities which are not required legatly or
by sound financial management to be accounted for in another fund.

Renaud Spirit Center
The Renaud Spirit Center fund is used to account for charges for
service fees and expenditures incurred for the use of the Renaud Spirit

Center.

Transportation Sales Tax

The Transportation Sales Tax Fund is used to account for
transportation sales tax revenues and other financing sources
restricted and or intended for the construction, reconstruction, repair,
and maintenance of streets, roads, and bridges.

Parks Improvement

The Parks Improvement Fund is used to account for the activity
related to the purchase, construction and renovation of City park land,
buildings and structures related thereto.

Debt Service

The Debt Service Fund is used to account for the accumulation of
" resources for, and the payment of, general long-term debt principal,
interest, and related costs.

The other governmental funds of the City are considered nonmajor. They
are special revenue funds which account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specific
purposes and the capital project funds which account for financial resources
to be used for acquisition or construction of major capital facilities.
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Proprietary funds are used to account for activities that are similar to those
found in the private sector. The measurement focus is on the determination
of net income and capital maintenance. Enterprise funds are used to
account for operations that are financed and operated in a manner similar to
private business enterprises — where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to
the general public on a continuing basis be financed or recovered primarily
through user charges. The City has four enterprise funds which are ali
considered major funds as follows:

Sewer —
The Sewer Fund is used to account for the activity of the City’s sewer

operations.

Water -
The Water Fund is used to account for the activity of the City’s water

operations.

Environmental Services —
The Environmental Services fund is used to account for the activity of

the City’s waste management operations.

Public Venue - :
The Public Venue fund is used to account for the activity of the City’s

stadium operations.

Governmental Accounting Standards Board (GASB) Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Accounting, offers the
option of following all Financial Accounting Standards Board (FASB])
standards issued after November 30, 1989, unless the latter conflict with or
contradict GASB pronouncements. The City elected not to follow FASB
standards issued after such date.

Measurement Focus and Basis of Accounting

The government-wide financial statements and all proprietary funds are
reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all
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eligibility requiré:fﬁents imposed by the provider have been met.

Governmental fund financial statements are accounted for using a current
financial resources measurement focus and the modified accrual basis of
accounting. With this measurement focus, only current financial resources
generally are included on the balance sheet. The statement of revenues,
expenditures and changes in fund balance reports on the sources fi.e.,
revenues and other financing sources) and uses (i.e., expenditures and other
financing uses) of current financial resources. This approach differs from the
manner in which the governmental activities of the government-wide
financial statements are reported. Governmental fund financial statements
therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the statements
for governmental funds.

Under the modified-accrual basis of accounting, revenues are recognized in
the accounting period in which they become both measurable and available.
The term “available” is defined as collectible within the current period or
expected to be collected soon enough thereafter to be used to pay liabilities
of the current period. For the City, available means expected to be received
within 60 days of fiscal year-end. Expenditures are generally recognized
under the modified accrual basis of accounting when the related fund liability
is incurred. Expenditures for principal and interest on long-term debt are not

“recognized untd due.

Non-exchange transactions are grouped into the following four classes,
based upon their principal characteristics: derived tax revenues, imposed
non-exchange revenues, government mandated non-exchange transactions,
and voluntary non-exchange transactions.

The City recognizes assets from derived tax revenue transactions {(such as
sales and utilities gross receipts taxes) in the period when the underlying
exchange transaction on which the tax is imposed occurs or when the assets
are received, whichever occurs first. Revenues are recognized, net of
estimated refunds and estimated uncollectible amounts, in the same period
that the assets are recognized, provided that the underlying exchange
transaction has occurred. Resources received in advance are reported as
deferred revenues until the period of the exchange.

The City recognizes assets from imposed non-exchange revenue transactions
{such as real estate and personal property transactions) in the period when
an enforceable legal claim to the assets arises or when the resources are
received, whichever occurs first. Revenues are recognized in the period
when the resources are required to be used or the first period that use is
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permitted. The City recognizes revenues from property taxes, net of
estimated refunds and estimated uncollectible amounts, in the period for
which the taxes are levied. Imposed non-exchange revenues also include
permits, court fines and forfeitures.

Intergovernmental revenues, representing grants and assistance received
from other governmental units, are generally recognized as revenues in the
period when all eligibility requirements have been met. Any resources
received before eligibility requirements are met are reported as deferred

revenues.

Charges for services in the governmental funds, which are exchange
transactions are recognized as revenues when received in cash because they
are generally not measurable until actually received.

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations.

When both restricted and unrestricted resources are available for use, it is
the government’s policy to use restricted resources first, and then
unrestricted resources as they are needed.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond the
fiscal year end are recorded as prepaid items.

Inventories

Inventories are valued at cost, which approximate market, using the first-in,
first-out (FIFO) method. The cost of governmental fund-type inventories is
recorded as an expenditure when consumed rather than when purchased.

Capital Assets

Capital assets, which include property, plant, equipment and certain
infrastructure assets {(e.g., roads, bridges, sidewalks, and similar items), are
reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets are defined as
assets with an initial, individual cost of $5,000 or more for general capital
assets and $10,000 or more for infrastructure, and an estimated useful life
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in excess of 6ne vear. Such assets are recorded at historical cost if
purchased or constructed. Donated capital assets are recorded at estimated
fair vaiue at the date of donation.

In accordance with the transitional provision of GASB Statement No. 34,
certain general government infrastructure assets {streets} have been fully
capitalized retroactively at December 31, 2004. The amount of the
rétroactively reported infrastructure has been reported as a restatement to

beginning net assets.

The costs of normal maintenance and repairs that do not enhance
functionality or materially extend the life of an asset are not capitalized.

Capital assets are depreciated using the straight-line method over the
following estimated useful lives:

Buildings 35 - 45 years
Structures and improvements 30 - 45 years
Water and sewer lines 30 - 50 years
Streets, bridges and sidewalks 30 — 50 years
Furniture and other equipment 5 years
Vehicles 5 years
Computer equipment 3 - 5 years
Software 3 - b years
L.and improvement 30 — 45 years

Long-Term Liabilities

In the government-wide financial statements, long-term debt and other long-
term obligations are reported as liabilities in the statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method.
Bonds payable are reported adjusted by the applicable bond premium or
discount and bond issuance costs.

In the fund financial statements, governmental funds recognize bond
premiums and discounts, as well as bond issuance costs, 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
tinancing sources while discounts on debt issuances are reported as other
financing uses. [Issuance costs, whether or not withheld from the actuai
debt proceeds received, are reported as debt service expenditures.
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I

Debt Refunding

For current and advance refundings resulting in defeasance of debt reported
by government-wide and business-type activities, the difference between the
re-acquisition price and the net carrying amount of the old debt is deferred
and amortized as a component of interest expense over the remaining life of
the old debt or new debt, whichever is shorter, using the straight-line
method since the results of the straight-line method are not materially
different from the use of the effective interest method. The deferred
refunding amounts are classified as a component of bonds payable in the
government-wide and proprietary fund financial statements.

Compensated Absences

City employees earn vacation during the current year which must be taken in
the subsequent year. Accrued vacation time is recognized as a liability when
earned and any unused accumulated vacation is payable to employees upon
termination. Accrued vacation is recorded in the government-wide and
proprietary fund financial statements. A liability for these amounts is
‘reported in governmental funds only if the amount is due at year end and
payable with current resources. Sick leave benefits do not vest and are
recorded as expenditures when paid.

Capital Contributions

Capital contributions in the enterprise funds represent government grants,
contributions and other aid to fund capital projects. Capital contributions are
recognized as revenue when the expenditure is made and amounts become

subject to claim for reimbursement.

Inter-fund Activity

Transfers of resources from a fund receiving revenue to the fund through
which the resources are to be expensed are recorded as other financing
sources (uses) in the governmental fund financial statements.

in the process of aggregating data for the statement of net assets and the
statement of activities, some amounts reported as inter-fund activity and
balances in the funds were eliminated or reclassified. Inter-fund receivables
and payables were eliminated to minimize the “grossing up” effect on assets
and liabilities within the governmental activities cotumn.
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Net Assets

In the government-wide and proprietary fund financial statements, net assets
are displayed in three components as follows:

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

assets.

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

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

debt.”
Reserved Fund Balance

Reserved fund balance represents the portion of fund balance that is not
available for subsequent year appropriations or is legally segregated for a
specific future use.

Statement of Cash Flows

The proprietary funds consider ali highly liquid investments ({including
restricted assets) with a maturity of three months or less when purchased to
be cash equivalents.

Estimates and Assumptions

The preparation of basic financiat statements in conformity with accounting
principles generally accepted in the United States of America requires the
City to make estimates and assumptions that affect the reported amounts of
assets and liabilities at year-end and revenues and expenditures or expenses
during the reporting period. Actual resuits could differ from those estimates.
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Cash and Investments

Investments primarily consist of short-term U.S. Government Treasury and
Agency securities that are carried at cost because they have a remaining
maturity at the time of purchase of one year or less. Certain investments of
the bond reserve funds in the enterprise funds are carried at cost, which
approximates fair value, in accordance with GASB 31, “Accounting for
Certain Investments and for External investment Pools.” Fair value is based

on quoted market prices.

State of Missouri statutes authorize the City to invest in repurchase
agreements, obligations of the U.S. Treasury and U.S. government agencies,
the State of Missouri, and certain local governments within Missouri.
Deposits in financial institutions must be collateralized by securities pledged
to the City by these same financial institutions.

The City maintains a cash and investment pool available to all City funds.
For financial reporting purposes, investments are allocated in proportion to
each fund’s cash balance to the total cash balance. At year-end, the
carrying amount of the City’'s cash deposits was $5,227,930 and the bank
balance was $5,414,030. The bank balance was entirely insured or
coliateralized by securities held by the City’s agent in the City's name.

The City's investments are categorized below to give an indication of the
level of risk assumed at year-end. Category 1 includes investments that are
insured or registered, or for which the securities are held by the City or its
agent in the City’s name. Category 2 includes uninsured and unregistered
investments for which the securities are held by counterparty’s trust
department or agent in the City's name. Category 3 includes uninsured and
unregistered investments for which the securities are held by counterparty,
or by its trust department or agent, but not in the City’s name.

Category Carrying
2 3 value

| =t

U.5. government and

agency securities 5 - $

$ 3,190,377 & 3,190,377

Repurchase agreements 8,125,922 - 8,125,922
$ - $ 8,125,922 § 3,190,377 $ 11,316,299

Pooled investments:
Government Money Market Funds 13,248,622
5,227,930

Cash deposits

Total cash and investments $ 29,792,851
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Property Tax

The City’s property tax is levied annually in August based on the assessed
valuation of property located in the City as of the previous January 1.
Assessed valuations are established by the Saint Charles County Assessor.
The City tax rate was levied at $.82 per $100 of assessed valuation of
which $.3750 was for general revenue purposes, $.1350 for parks and
recreation, and $.3100 for the payment of principal and interest on general
obligation bonds. Taxes are billed November 1, are due and collectible on or
before December 31, and are delinquent and represent a lien on said
property on January 1 of the following year. Taxes are billed, collected, and
remitted to the City by the Saint Charles County Collector.

Long-Term Receivable

The City of O’Fallon entered a Cost Participation Agreement on November 7,
2001 with the Missouri Department of Transportation (MODOT) to reimburse
the City for right-of-way costs associated with the Route N Outer Road
(Page Avenue Outer Road) and the “First Supplemental Agreement” dated
July 3, 2003. The City desires to accelerate the funding for the right-of-way
necessary to construct this project for reimbursement to occur at July 1,
2015 or MODOT’s award of the Phase lll Page Avenue project. The City
was responsible for $8,835,335 of the $10,684,055 estimated for this
project and will be reimbursed 100% of the amount deposited by the City for
right-of-way purchase and expended by the Commission.
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Capital asset activity for the year ended December 31, 2004:

Balance - Retro-active Balance -
January 1, Infrastructure December 31,
2004 Reporting Additions Retirements 2004
Governmental Activities:
"Capital assets, not being depreciated:
tand $11,781,468 $ - $ 14,170 $ $11,795,638
Construction in progress 7,641,966 - 1,760,996 7,631,026 1,771,936
Total capital assets,
not being depreciated 19,423,434 1,775,166 7.631,026 13,567,674
Capital assets, being depreciated:
Buildings 14,870,670 10,490,478 314,150 25,046,998
Improvements 3,078,067 28,283 - 3,106,350
Equipment 6,841,974 - 876,622 107,664 7,610,932
Infrastructure 11,640,496 33,384,395 9,755,110 - 54,780,001
Total capital assets,
being depreciated 36,431,207 33,384,395 21,150,493 421,814 90,544,281
Less accumulated depreciation for:
Buildings 2,966,420 - 479,557 62,830 3,383,147
Improvements 519,420 182,241 - 701,661
Equipment 4,530,500 - 895,636 10,766 5,415,370
Infrastructure 286,957 12,686,278 1,770,060 - 14,743,295
Totat accumulated depreciation 8,303,297 12,686,278 3,327,494 73,596 24,243,373
Total capital assets, being
depreciated, net 28,127,910 20,698,117 17,822,999 348,218 66,300,808
Governmental activities capital
assets, net $47,561,344 $ 20,698,117 $19,698,165 $7,879,244 $79,868,382

The City has elected to phase in over part of the available transitional period,

the retroactive reporting of infrastructure capital assets.

Streets prior to

January 1, 2003 were retroactively reported in 2004. Other infrastructure
assets placed in service prior to January 1, 2003 will be reported in future
financial statements in accordance with the transitional provisions allowed
for infrastructure assets in GASB 34.
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= Balance - Balance -
January 1. Decemnber 31,
2004 Additions Retirements 2004
Business-type activities:
Capital assets, not being depreciated:
Land
Sewer $ 389,755 $ 15,982 E - 405,737
Water 797,500 - - 797,500
Environmental Services - - - -
Public Venue - - -
- Total Land 1,187,255 15,882 1,203,237
Constiuction in progress
Sewer 7.083,425 1,248,526 7,083,425 1,248,526
Water 17,848,820 - 17,848,820 -
Environmental Services - - -
Public Venue - - - -
Total Construction in Progress 24,932,245 1,248,526 24,932,245 1,248,526
Total Capital assers not
being depreciated ’ 26,119,500 1,264,508 24,932,245 2,451,763
Capital assets, being depreciated:
Buitdings
Sewer 21,932,873 6,410,768 28,343,641
Water 3,110,374 13,341,606 16,451,980
Enviranmental Services 1,036,478 - 1,036,478
Public Venue 5,196,794 - 5,196,794
Total Buildings 31,276,619 19,752,374 51,028,893
Equipment
Sewer 4,589,623 365,733 4,955,356
Water 1,703,838 2,875,372 4,579,211
Environmental Services 3.884,557 296,772 4,181,329
- Public Venue . . - - -
Tatal Equipment 10,178,019 3,537,877 13,715,896
Infrastructure
Sewer 16,388,645 2,123,964 - 18,512,609
Water 3,622,354 2,048,541 . 5,570,895
Environmental Services - - -
Public Venue - - -
Total Infrastructure 19,910,998 4,172,505 24,083,504
Total Capital assets being
depreciated 61,365,537 27,462,756 88,828,293
Less accumulated depreciation for:
Buildings
Sewer 5,838,088 707.184 6,545,272
Water 2,168,430 208,851 2,377,281
Envioromental Services 15,115 25,912 41,027
Pubtic Venue 1,243,660 255,660 1,499,120
Total Buildings 9,265,193 1,197,507 10,462,700

43



City or O Failon, MViIssouri
Notes to Basic Financial Statements
December 31, 2004

= Balance - Balance -
January 1, December 31,
2004 Additions Retirements 2004
Business-type activities continued:
Equipment
Sewer 2,849,209 264,509 3,113,718
Water 933,184 135,429 1,068,613
Environmental Services 477,858 617,635 1,095,493
Public Venue - - - -
Total Equipment 4,260,251 1,017,573 - 5,277,824
infrastructure
Sewer 5,680,482 382,446 - 6,062,928
Water 691,404 44,083 - 735,487
Environmental Services - - - -
Public Venue - - - -
Total infrastructure 6,371,886 426,529 - 6,798,415
Totat accumulated depreciation 19,897,330 2,641,609 22,538,938
Total capital assets, being
depreciated, net 41,468,207 24,82%,147 - 66,289,354
Business-type activities capital
assets, net $67,587,707 $26,085,6556 $24,932,245 $68,741,117

Depreciation expense was charged to functions/programs of the primary
government as follows:

Governmental Activities:

General Government $ 888,225
Public Safety 221,726
Highways and Streets 1,751,397
Community Development 2,582
Parks and Recreation 462,364
Municipal Court 1.200

Total depreciation expense —
governmental activities $  3,327.4

Business-type Activities:

Sewer $ 1,354,139
Water 388,363
Environmental Services 643,547
Public Venue 255,560
Total depreciation expense —
Business-type activities $ 2,641,609
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Employees’ Retirement System

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

Plan Description

LAGERS is a defined benefit pension plan which provides retirement,
disability, and death benefits to ptan members and beneficiaries. LAGERS
was created and is governed by state statute, section RSMo 70.600-
70.755. As such, it is LAGERS’ responsibility to administer the law in
accordance with the expressed intent of the General Assembly. The plan is
qualified under the Internal Revenue Code Section 401(a} and is tax exempt.
All full-time employees of the City are required to participate in LAGERS.

LAGERS issues a publicly available financial report that inctudes financial
statements and required supplementary information. That report may be

~ obtained by writing to LAGERS, P.0O. Box 1665, Jefferson City, Missouri

65102 or by calling 1-800-447-4334.
Funding Policy

The City’s full-time employees do not contribute to the pension plan. The
City is required to contribute at an actuarially determined rate; the current
rate is 9.6 % of annual covered payroll for general employees and 10.3% of
annual covered payroll for police employees. The contribution requirements
of plan members are determined by the governing body of the political
subdivision. The contribution provisions of the political subdivision are
established by state statute.

Annual Pension Cost

For 2004, the City’s annual pension cost of $1,261,429 was equal to the
required and actual contributions. The required contribution was determined
as a part of the February 28, 2002 and/or February 28, 2003 annual
actuarial valuation using the entry age actuarial cost method. The actuarial
assumptions included (a} a rate of return on the investment of present and
future assets of 7.5% per year, compounded annuaily, (b} projected salary
increases of 4.0% per year, compounded annually, attributable to inflation,
{c} additional projected salary increases ranging from 0.0% to 4.2% per
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year, depending on age, attributable to seniority/merit, (d) pre-retirement
mortality based on the 1983 Group Annuity Mortality table and (e} post-
retirement mortality based on the 1971 Group Annuity Mortality table
projected to 2000 set back 1 year for men and 7 years for women. The
actuarial value of assets was determined using techniques that smooth the
effects of short-term volatility in the market value of investments over a five-
year period. The unfunded actuarial accrued liability is being amortized as a
lével percentage of projected payroll on an open basis. The amortization
period at February 29, 2004 was 15 years.

Historical Trend information

Historical trend information about the City’s participation in LAGERS is
presented below to help readers assess the plan’s funding status on a going-
concern basis and assess progress being made in accumulating assets to pay
benefits when due.

Percentage
Fiscal Annual pension Of APC Net
pension
Year Cost (APC) Contributed obligation
June 30, 2004 $1,261,429 100 % $ -
June 30, 2003 989,070 100 -
June 30, 2002 833,644 100 -

Required Supplementary Information/Schedule of Funding Progress (unaudited)

{{2-1)/3)

Unfunded

{overfunded)

i2) (2-1) Accrued

(1) Entry age Unfunded - (3) Liability as

Actuarial Actuarial Actuarial  {overfunded) {(1/2) Annual A percentage

Valuation Value of Accrued Accrued Funded Covered Of covered

Date Assets Liability Liability Ratio Payroll Payroll

Feb. 28, 2004 $11,199,290 $12,846,425 $1,647,135 87% $13,322,380 12%
Feb. 28, 2003 9,193,379 10,618,074 1,424,695 87 11,657,540 12
Feb. 28, 2002 8,147,581 8,477,764 330,183 96 8,703,959 4

In January 1998, the City authorized the refund of prior employee
contributions to LAGERS and upgraded to LAGERS retirement plan LT-8.
The unfunded liability was created by the approximate $550,000 refund of
prior employee contributions, which is being amortized over a 15-year period
and the upgrade to plan LT-8.
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Note: The above :assets and actuarial accrued liability do not include the
assets and present value of benefits associated with the Benefit Reserve
Fund and the Casualty Reserve Fund. The actuartal assumptions were
changed in conjunction with the February 28, 2001 annual actuarial
valuations. For a complete description of the actuarial assumptions used in
the annual valuations, please contact the LAGERS office in Jefferson City,

MO.

R

Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees;
and natural disasters. The City purchases commercial insurance for other
risks of loss, general liability, property and casualty, and workers’
compensation benefits, except medical. Settied claims have not exceeded
this commercial insurance coverage in any of the past three years.

On January 1, 2001, the City became self-insured with respect to medical
insurance. A third-party administers the plan and provides information to the
City regarding the claims incurred, reported and non-reported, but unpaid at
year-end. The City’s estimated liability on December 31, 2004 was
$183,790. The City maintains a stop-loss provision for excess liability
claims. All expenditures relating to medical insurance are reported in the
respective funds.

Employees retiring from the City after five continuous years of employment
are eligible for post —empiloyment medical benefits until they become eligibie
for federal medical coverage {Medicare). The City currently has two retirees
utilizing this benefit. Each retiree is required to pay the third-party
administrator cost and the City covers all other eligible medical expenses.

Medical
Balance on January 1, 2003 $ -
Add: Prior year claims and changes in estimate ~ 1,036,285
Less: Prior year claim payments 947,838
Balance on December 31, 2003 88,447
Add: Current year claims and changes in estimate 1,905,615
Less: Current year claim payments 1,810,272
Batance on December 31, 2004 $ 183,790
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8. Long-Term Liabilities

The following is a summary of changes in the City’s long-term liabilities for
the year ended December 31, 2004:

Balance - Balance -
January 1. December 31. Curmrent
2004 Additions Retirements 2004 Portion
Governmental Actvities.
1994 Sterm Drainage System
Refunding Bands $ 345,000 $ - $ 170,000 § 175,000 $ 175,000
1998 Multipfe Purpose )
Serial Bonds 19,100,000 200,000 18,960,000 400,000
2000 Parks kmprovement
Bonds 3,735,000 560,000 3,175,000 545,000
2001 Certificates of
Participation 21,066,100 2,123,100 18,943,000 813,100
2001 Parks Improvement
& Refunding Bonds 12,840,000 90,600 12,750,000 95,000
2002 Certificates of
Participation 17,070,000 615,000 16,455,000 630,000
2002 Street Refunding
Bonds ] 4,295,000 - 385,000 3,910,600 415,000
2003 Cenificates of
Participation 4,165,000 170,000 3,995,000 155,000
2003 GO Refunding Bonds 1,140,000 10,000 1,130,000 95,000
2004 Certificates of
Participation 8,505,000 8,505,000 590,000
OPFA Leasehold Revenue Bonds
1997 Municipal Centre
fmprovements 8,270,000 - 8,270,000
Tax Increment Revenue Notes:
Tax-exempt - Series 1992 200,254 12,516 - 212,770 -
Taxable - Series 1992 2,362,453 212,621 2,575,074
Roadway improvement
obligation payable 978,012 - 631,396 346,616 346,616
Capital lease obligation - 400,107 138,178 261,929 128,617
Accrued compensated absences* 400,667 616,698 573,208 444,157 444 157
£95,967,486 $9,746,942 § 13,935,882 91,778,546 $4,832,490
Less: Unamortized discount, net 356,767
Less: Unaccreted capital appreciation
bonds 7,073
Less: Deferred amount on refunding 609,772
$ $0,804,934

Total Governmental Activities
*General fund typically used to liquidate hability
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= Balance - Balance -
January 1, December 31, Current
2004 Additions Retirements 2004 Portion
Business - Type Activities:
Revenue/Leasehold Revenue Bonds:
1991 Water Pollution Control
Revenue Refunding Bonds $ 2,760,000 & - § 200,000 $ 2,560,000 $ 215,000
1998 Waterworks
Refunding Bonds 1,180,000 45,000 1,135,000 50,000
1998 Sewerage
Refunding Bonds 2,345,000 - 106,000 2,240,000 105,000
2001 Centificates of
Participation 29,338,900 586,900 28,752,000 596,900
2002A Certificates of
Participation 4,165,000 - 330,000 3,835,000 335,000
2003A Certificates of
Participation 3.910,000 - 285,000 3,625,000 250,000
PFA Leasehold Revenue Bonds
1998 Water and Sewer
Improvements 12,495,000 - 600,000 11,895,000 625,000
1939 Stadium Bonds 4,160,000 145,000 4,015,000 155,000
Accrued compensated absences 16,948 28,063 25,040 19,971 -
$ 60,370,848 $ 28,063 $ 2,321,940 58,076,971 $ 2,331,800
Less: Unamontized discount, net 454,262
91,155

Less: Deterred amount on refunding

Total Business-Type Activities
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City o1 U rFalon, iviissouri
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Debt Service'iFiequirements to Maturity (Including Public Facilities

Authority)
The annual principal requirements to maturity of bonded debt outstanding as

of December 31, 2004 are as follows:

Governmental
Activities

Year General Obligation and
Ending Other Governmental Debt
12/31 Principal interest
2006 $ 3,913,100 $ 3,785,955
2006 3,538,100 3,715,328
2007 3,798,100 3,601,407
2008 3,996,400 3,470,008
2009 4,221,400 3,270,828
2010-2014 24,466,900 13,808,394
2015-2019 31,858,200 7,231,677
2020-2024 12,145,800 711,704

$87,938,000 $ 39,595,301

Business-Type Total Peht
Activities Service

Year Public Facilities Requirements
Ending Revenue Bonds Authority To Maturity
12131 Principal Interest Principal Interest Principal Interest
2005 $ 1,651,900 $ 1,878,168 $ 780,000 $ 870,735 $ 2,331,800 $ 2,748,903
2006 1,611,300 1,831,298 815,000 833,245 2,426,900 2,664,543
2007 1,666,900 1,769,433 860,000 793,256 2,526,900 2,562,689
2008 1,728,600 1,711,827 900,000 750,124 2,628,600 2,461,951
2009 1,793,600 1,641,728 945,000 704,496 2,738,600 2,346,224
2010-2014 8,578,100 7,070,197 5,646,000 2,712,687 14,123,100 9,782,884
2015-2019 7,051,800 5,392,510 6,065,000 993,688 13,116,800 6,386,198
2020-2024 7,144,200 3,617,989 - 7.144,200 3,617,989
2025-2029 7,500,000 1,937,763 - 7,500,000 1,937,763
2030-2031 3,520,000 252,700 - 3.520,000 262,700

$ 42,147,000 $ 27,103,613 $15,910,000 $7,658,231 $58,057,000 3$34,761,844

General Obligation Bonds

General obligation bonds are supported by a pledge of the City’s full faith
and credit. These bonds, which are reported in the government-wide
statement of net assets, were issued to finance various capital projects.
$1,983,198 is available in the City’s Debt Service Funds to repay general
obligation bonds. The remainder of the general obligation bonds is to be
repaid from future property tax levies. The bonds bear interest at rates
ranging from 1.75% to 5.75% and mature through 2020,
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Revenue Bonds (Excluding Public Facilities Authority)

All revenue bonds payable are recorded in the appropriate enterprise funds
since the ordinances authorizing the bond issues require that the bonds be
repaid from operations of the respective enterprise fund. These bonds are
payable solely from, and secured by, a pledge of the net revenues to be
derived from the operations of the Sewer, Water, Environmental Services
and Public Venue systems. The bond ordinances require the establishment
of certain cash reserve accounts which are described in Note 12. These
bonds bear interest at rates ranging from 3.7% to 6.9% and mature through
2020.

Legal Debt Margin

Under the statues of the State of Missouri, the limit of bonded indebtedness
is 10% of the most recent assessed valuation. This does not include an
additional debt limit of 10% assessed valuation available for street
improvements or waterworks and electric plants as provided under the
statutes of the State of Missouri. The computation is as follows:

Assessed valuation - 2004 tax year $ 1,090,491,010

Debt limit - 10% of assessed valuation $ 109,049,101

Amount of debt applicable to debt limit:

Total general obligation bonded debt 40,040,000
Less: Amount available in debt service fund 1,983,198
Bond indebtedness applicable to debt {imit 38,056,802
Legal debt margin ' $ 70,992,299

Tax Increment Financing (TIF) Notes Payable
The tax increment financing notes payable are payable from payments in lieu
of taxes collected by the TIF District special revenue fund.

Current year additions to the Tax Increment Financing bonds represent
increases to the principal balances in the amount of interest due but unpaid
at the annual interest payment date of March 1. In accordance with the
terms of the TIF bond documents, unpaid interest shall be added to the
principal balance and bear interest at the stated rate. The annual debt
service repayments of the TIF bonds are contingent upon the amount of
payments in lieu of taxes collected by the special revenue funds. The notes
bear interest at rates ranging from 6.25% to 9.0% and mature March 1,
2013.
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Certificates of Participation

The City has issued Certificates of Participation as a means to financing
certain improvements. Principal and interest are payable from Transportation
Sales Tax revenue for the governmental activities portion and from net
revenues derived from the operations of the sewer, water, environmental
services, and public venue systems for the business-type activities portion.
The Certificates evidence proportionate ownership interest in the right to
receive rental payments to be paid by the City under various lease/purchase
agreements between various financial institutions, as lessor, and the City, as
lessee. The related indentures require the establishment of certain cash
reserve accounts, which are described in note 12. These Certificates bear
interest at rates ranging from 1.1% to 5.25% and mature through 2031.

Capital Leases
The City is obligated under a lease agreement for police cars that is

accounted for as a capital lease. The aggregate cost of the vehicles is
$400,107. The interest rate on the lease is 3.65%. The following is a
schedule of future minimum lease payments, together with the net present
value of the minimum lease payments as of December 31, 2004

Year Ending December 31, 2004 Amount
2005 $138,178
2006 138,178
Total minimum lease payments 276,356
Less: Amount representing inferest 14,427
Present value of net minimum lease payments $261,929

Conduit Debt Activity

The City issued industrial Revenue Bonds during 2002 to provide financial
assistance to the private sector entity, CitiMortgage, Inc. Project, for the
purpose of acquiring, constructing and equipping an industrial development
project deemed to be in the public interest. The bonds are secured by the
property financed and are payable solely from payments received on the
underlying mortgage lcans. Upon repayment of the bonds, ownership of the
acquired facilities transfers to the private-sector entity served by the bond
issuance. Neither the City, the County, the State, nor any political
subdivision thereof is obligated in any manner for repayment of the bonds.
Accordingly, the bonds are not reported as liabilities in the accompanying
basic financial statements. The 2002 Series is structured to pay the
principal balance at maturity, December 1, 2033. At December 31, 2004,
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the principal “amount payable for CitiMortgage, Inc. Project was
approximately $78,611,908. '

In 1996, the City issued Industrial Revenue Bonds, Series 1996 for MEMC
Electronic Materials, Inc. At December 31, 2004, the principal amount
payable was approximately $113,201,347.

City of O’Falion, Public Facilities Authority

The O’Fallon Public Facilities Authority is a not-for-profit corporation created
by ordinance of the Board of Aldermen, organized and existing under the
laws of the State of Missouri. Five directors were appointed by the Mayor
with staggering terms. The O’Fallon PFA board of directors elects
replacement directors. The O’Fallon PFA is accounted for as if it were part
of the City’s operations because it was established to provide benefits for
the public facility needs of the City. Separate financial statements for the
O’Fallon PFA are not prepared.

The purpose of the O’Fallon PFA is to facilitate the acquisition and
construction of certain capital improvements and facilities solely for the

.benefits of the City of O’Fallon, Missouri. Funding of such capital

improvements and facilities has been provided through the issuance of
leasehold revenue bonds. The revenue bonds do not constitute a legal debt

“or liability for the City, the State of Missouri, or for any political subdivision

thereof and do not constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restriction. The issuance of the
revenue bonds does not obligate the City to levy any form of taxation,
therefore, or to make any appropriation for their payment in any fiscal year.
The O’Fallon PFA has no taxing power.

in 1999, the O’Fallon PFA issued $4,995,000 in leasehold revenue bonds to
construct a baseball stadium. Of this amount, approximately $3.9 million
was used to pay a construction loan with Union Planters Bank.
Approximately $463,000 was issued to establish a bond reserve account.
The bonds mature in varying amounts each year through 2010, and accrue
interest at rates between 6.2% and 7.25% depending upon the year of
maturity. The current amount outstanding on the bonds is reported in the
proprietary funds. For fiscal year 2004, the City made lease payments
totaling $145,000.

n 1998, the O’Fallon PFA issued $15,175,000 in leasehold revenue bonds

to finance the construction of a water line, a biosolids treatment facility and
the installation of a well. The remaining amount, totaling approximately
$2.1 million, was issued to establish a bond reserve account and to advance
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