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REPORT LAYOUT

The report consists of man. 'ment’s discussion a1 " analysis (MD&A), government-wide statements, fund
financial statements, notes to the financial statements, and required supplementary information. The first
several statements are highly condensed and present ¢ yvernment-wide view of the City’s finances. Within
this view, all City operations are categorized and reported as either governmental or business-type activities.
Governmental activities include basic services such as police, public works, parks and recreation, community
development, legal and courts and general government administration. The City currently does not have any
business-type activities. These government-wide statements are designed to be more corporate-like in that all
activities are consolidated into a total for the City.

Basic Financial Statements

e The Statement of Net Assets focuses on resources available for future operation. In simple terms, this
statement presents a snap-shot view of the assets the community ow1  the liabilities it owes and the net
difference. The net difference is further separated into amounts restricted for specific purposes and
unrestricted amounts. The Statement of Activities focuses on gross and net costs of City programs and the
extent to which such programs rely upon general tax and other revenues. This statementsun  irizes and
simplifies the user’s analysis to determine the extent to which programs 3 self-supporting and/or
subsidized by :neral revenues.

e Fund financial statements focus separately on major governmental funds. Governmental fund statements
follow the more traditional presentation of financial statements. The City’s major governmental funds are
presented in their own column and the remaining funds are combined into a column title “Other Non-
major Funds”. Budgetary comparisons for the General Fund and major special revenue funds are now
presented as required supplementary information. A budgetary comparison is presented for the General
Fund and the Parks and Storm Water Projects Fund.

e The notes to the financial statemen provide additional disclosures required by vernmental accounting
standards and provide information to assist the reader in understanding the City’s financial condition.

The MD&A is intended to explain the significant changes in financial position and differences in operation
between the current and prior years.

THE CITY AS A WHOLE
Government-wide Financial Analysis

The City's combined net assets were $15,057,441 as of December 31 ~105. This analysis focuses on the net
assets (table 1), and changes in general revenues and significant expenses (table = of the City's governmental
activities.

The City's net assets consist of its investment in capital assets (e.g., land, buildii 3, machinery, and
equipment); less any related debt used to acquire those assets that is still outstanding and unrestricted
balances. The City uses these capital assets to provide services to citizens; cc  :quently, these assets are not
available for future spending. Although the City's investment in its capital :  :ts is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.












One of the City’s most unpredictable revenue streams is in the Fines and Forfeitures category. The City of
Manchester’s Police Department participates in a regional Drug Task Force. As a member of this Task Force,
the City periodically receives a prorata share of asset forfeiture money which can only be spent to support
police related activities. Asset Forfeiture payments to the City only occur when major drug cases are settled
and the court orders the defendant’s assets seized. In 2005, the City received over $40,000 from asset
forfeitures.

Investment income increased by $88,190 or 38.9% fror 704, Atthe beginnii 52005, the City held several
investments with 2005 maturities that were providing interest of 2% or less. As the investments matured the
City was able to purchase replacement investments that had an interest rate of up to 3.85%. This increase in
interest rate produced higher returns than those in 2004 when they were secured.

Charges for services increase by 24.8% in 2005 over 2004. A significant portion of this increase in revenue
was weather related; in ~ )04 the Aquatic Center was unable to attract the volume of bathers that had been
anticipated. The 2005 swimming season was more conducive to residents utilizing the pool. Family pool pass
sales were up $7~ 376 and daily admissions ew by $29,899. With increased people using the pool, there
were likewise more concession stand sales in the amount of $13,673. Fortunately, the Parks and Recreation
Department also offered several new programs, which received good support, and supplemented Aquatic
Center revenue increase.

Miscellaneous revenues increased ir =105 by $113,404.While many of the individual types of m ellaneous
cha s were down from 2004, one category more than made up for the decreases. Under a contractual
agreement, the developer of a redevelopment area of the City was required to reimburse the City for its out of
pocket expenditures. Ir ~105 that reimbursement amount equaled $190,000. In the prior year there had only
been $500 reimbursed under this contract. The increase offset reductions in other cat  ries, 1ch as Asset
Forfeiture funds which were down by $20,000.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2005, the City had $°~ 431,531 invested in a broad range of capital assets,
including police and public works equipment, buildings, park facilities, roads ~ d water and sewer lines. (See

Table 4 below.) This amount represents a net increase (including additions and deductions) of $454,855 or
3.8% over the prior fiscal year.















CITY OF MANCHESTER, MISSOURI

STATEMENT OF NET ASSETS
DECEMBER 31, 2005

ASSETS
Cash and investments
Taxes receivable:
Property
Other
Accounts receivable
Prepaid
Interest receivable
Restricted assets:
Cash and investments
Capital assets - net
Nondepreciable
Depreciable
TOTAL ASSETS

LIABILITIES

Accounts payable
Accrued wages
Accrued compensated absenses
Escrow payable
Accrued interest payable
Court bonds payable
Accrued and withheld items
Noncurrent liabilities:

Due in one year

Due in more than one year

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets,
net of related debt
Restricted:
Parks
Capital Projects
Debt Service
TIF Expenditures
Homecoming
Sewer repairs
Unrestricted
TOTAL NET ASSETS

Governmental
A rtix litie N

$ 7,823,235

351,111
1,347,250
68,979
1,000
104,081

.926,957

2,107,455

7 22Q N&1

177,331
123,429
65,623
18,500
109,539
1,752
11,070

855,000
Q 170 A4

IR \:nll xX/8

6,262,663

1 ~73,246
80,944
882,986
70,703
53,988
337,210

A NOL 701

The accompanying notes are an integral part of these financial statements.
























SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
BASIC FINANCIAL STATEMENTS - continued

The statement of activities demonstrates the degree to which the direct and indirect expenses of a
given function are offset by program revenues. Direct expens: are those that are clearly identifiable
with a specific function or activity. Indirect expenses are allocated based on the annual cost allocation
plan. Program revenue includes: charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privil s provided by a given function or activity and grants and
contributions. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate fund based financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements. The major
governmental funds  :the General Fund, the Parks and St Water Projects Fund and the Capital
Projects Fund. GASB No. 34 sets forth minimum criteria (percentage of assets, liabilities, revenues or
expenditures/expenses of either fund category for the governmental and enterprise combined) for the
determination of major funds. The nonmajor funds are combined in a column in the fund financial
statements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned or, for property tax
revenues, in the period for which levied. Expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows.

Governmental funds financial statements are reported using the current financial resources
measurement focus and the modified-accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
The City in general considers revenues available if they are collected within 60 days after year-end.

Expenditures are recorded when the related fund liability is incurred, except for unmatured interest on
general lo1  term debt which is recc 1ized when due.

For the governmental funds financial statements, the City considers all revenues susceptible to accrual
and recognizes revenue if the accrual criteria are met. Specifically, sales taxes, franchise taxes,
licenses, inter: , special assessments, charges for services, and other miscellaneous revenue are
considered to be susceptible to accrual and have been recc 1iized as revenue in the current fiscal
period.

The accounts of the City are o mized on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancii et of accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with finance
related I 1\l and contractual provisions.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICII - continued
ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles
requires the City to make estimates and assumptions that affect the reported amounts of assets and
liabilities at fiscal year-end and revenues and expenditures during the reporting period. Actual results
could vary from the estimat: that management uses.

RESTRICTED CASH AND INVESTMENTS
Certain cash and investments are restricted for the construction or purchase of assets.

INTL..FUND TRANSACTIONS

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are
applicable to another fund are recorded as expenditures in the reimbursing fund and as reductions of
expenditures in the fund that is reimbursed.

COMPENS....ED ABSENSES

The policy for vacation pay allows employees to take time off with pay. The policy allows employees
to carry forward up to one-half of the days earned in that particular year. Any days carried forward
must be used in the following year. Since all days carried forward must be used in the following year,
it is reflected as a current liability. ck leave is accumulated based upon hours worked and is
available only to provide compensation during periods of illness or injury. No portiono: ck leave is
payable to the employee upon termination of employment. Therefore, no liability for sick leave has
been accrued by the City.

LONG-TERM LIABILITIES

In the v ment-wide financial statements long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets. Initial-issue bond premiums and discounts, as well
as issuance costs, are deferred and amortized over the life of the bonds using the straight-line method.
The difference between the reacquisition price of refundii  bonds and the net carrying amount of
refunded debt (deferred amount on refunding) is amortized over the shorter of the lives of the
refundii  debt or remaining life of the refunded debt. Bonds payable are reported net of the
unamortized portion of applicable premium, discount, or deferred amount on refunding. Bond
issuance costs, including underwriters’ discount, are reported as deferred bond issuance costs.
Amortization of bond premiums or discounts, issuance costs, and deferred amounts on refunding are
included in interest expense.
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BUDGETS AND BUDGETARY ACCOUNTING - continued

5. The budgetisl uly enacted by ordinance prior to January 1 of the year to which it applies.

6. The City Administrator is authorized to transfer within a fund any unexpended balances. The
Board of Aldermen must approve all fund transfers.

7. The Board of Aldermen may make supplemental appropriations for revenues in excess of original
budget estimates or reduce appropriations should revenues be insufficient to meet the amount
appropriated.

8. At the end of each budget period, all appropriated balances lapse and may be reappropriated in
the next budget period.

The legal level of budgetary control for the City is at the fund level.

For the year ended December 31, 20( expenditures exceed appropriations in the funds as follows:

Fund Aweeqpriation  Exmenditres  Mifference
Debt Service $ 453,441 $ 453,703 $ ~12
'wer 168,000 169,314 1,314

CASH AND TEMPORARY INVESTMENTS

Cash - At December 31, 2003, the carrying amount of the City’s deposi  was &~ 2,007 and the bank
balances totaled $319 ~ 18. All deposits were covered by the Federal Deposit Insurance Corporation
(FDIC), the Securities Insurance Protection Corporation (SIPC), pledged securities, or invested in
governmental securities. Securities held as collateral were held by the pledging financial institution or
its agent but not in the City’s name.

PROPERTY TAX

The City’s property tax is levied each year on the assessed value listed as of the prior January 1 for all
real and personal property located in the City. Taxes are levied on September 1 and payable by
December 31. A lien is placed on the property on January 1 and is then subject to interest and
penalties. The assessed value at January 1, 2005, upon which the 2005 levy was based for real,
personal and public utility property, was $303,630,889. The City’s tax rate was levied at $.05 and
$.20 per $100 of assessed valuation for the General Fund and the Debt Service Fund, respectively.

INVESTMED. . 3

Credit risk - The City has no formal policy regarding credit risk. In general, the City invests only in
instruments with an AAA rating.
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13.

14.

15.

RISK MANAGEMENT

The City is exposed to various risks of loss related to tort; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters.

The City is a member of the St. Louis Area Insurance Trust (SLAIT), a non-for-profit, self insurance
risk pool, formed by various St. Louis County municipalities.

In order to operate as a group self-insurer of workers’ compensation, SLAIT w: formed in August
1986. In addition to insurance protection, the program provides risk man: :ment services with
emphasis on loss control, claims administration, and management information services. SLAIT is
fully funded by its member participants and employs an outside service company to process all claims.

Coverage is provided by the trust for general and auto liability subject to a $500 deductible per
occurrence for third party property damage and for law enforcement liability subject to a &~ 500
deductible per occurrence. Any damage to city property carries a $5,000 deductible. This trust also
employs an outside service company to process all claims.

The trusts require an annual premium payment by members to cover estimated claims payable and
reserves for claims. The members of the trust have no legal interest in assets, liabilities, or fund
balances of the insurance trust. However, the City is contingently liable to fund its pro rata share of
any deficit incurred by the trusts should the trusts cease operation at some future date. The City’s
2005 premium payments to the trusts totaled $138,” 5.

The City also purchases commercial insurance to cover risks related to building and other City
property, crimes, business, travel, public official liability, earthquakes, and employee blanket bonds.
Settled claims resulting from these risks have not exceeded cover. in any of the past three years.

COMMITMENTS

In 2004 the City s* 1ed a contract for single-family residential household trash, recycle and yard waste
collection service. The contract is for 5 years and increases for each subsequent year are equal to the
consumer price index. During the year ended December 31, 2005 expenditures for waste removal
totaled $777,573.

PRIOR PERIOD CORRECTION

Certain errors resulting in the understatement of liabilities for postretirement benefits was discovered
during the current year. Accordingly, an adjustment was made to reduce previously reported net
assets on the government-wide statement of net assets by $343,692.
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CITY OF MANCHESTER, MISSOURI
REQUIRED SUPPLEMENTARY INFORMATION
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2005

1. BUDGETARY INFORMATION

The City prepares it budget on a basis consistent with generally accepted accountis  principles. The
budgetary process is detailed in footnote 2 of the notes to the financial statements.

See note to required supplementary information.
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