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OTFALLON, MISSOURI 63366
636.240.2000
FACSIMILE 636.978.4144

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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~+  City of O’Fallon, Missouri

Organizational Chart

Citizens of O'Fallon

Mayor and Board of Aldermen

| City Administrator l

—I—IAdminislrative Services Group II

|| Administration : “—'

— Citizens First Center
— Economic Development
—— Finance

— Legal

— Municipal Court

— Public Relations

L Communications

L Volunteer Services

' " 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
— Information Systems

—— Safety & Risk Management

—II Parks & Recreational Services Group Il

— Athletics

— Landscaping
— Parks

— Recreation

— Renaud Spirit Center



Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of O'Fallon,
Missourt

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
.Deccmber 31, 2003

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting,
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Executive Director
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RubinBrown LLP
" Certified Public Accountants
& Business Consulftants

RubinBrown

Saint Louis, MO 63105

T 314.290.3300
F 314.290.3400

W rubinbrown.com
E info@+ubinbrown.com

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






