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Future Debt

The City has no current plans for the future issuance of general obligations bonds
or lease obligatio

Listed Events

The City will file with each National Repository ¢ 1any Missouri state
information depository or the Municipal Securities Rule iking Board notice of the
occurrence of any of the following events, if such event is material:

ePrincipal or interr  payment delinquencies;

eNon-payment related defaults;

oUn 1eduled draws on debt service reserves reflecting financial difficulties;
«""1scheduled draws on credit enhancements reflecting f incial difficulties;
«  bstitution of credit or liquidity provide or their failure to perform;

e Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
sModifications to rights of holders of the Bonds;

eBond calls;

eDefeasances;

sRelease, substitution, or sale of property securing repayment of the Bonds;
sRating changes.

The City has had no occurrence of a listed event in connection with the Bonds.

AL _UITLCNAL INT O M/ N

Additional information relating to the ~"ty or the Bonds is available from the
Finance Department of the _.ty of Maryland Heights, 2°~ Millwell Drive, Maryland
Heights, Missouri, 63043 or (314) “71-6550.
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The City’s financial statements have been audited by Hochschild, Bloom & Company
LLP, a firm of licensed certified public accountants. The goal of this independent audit
was to provide reasonable assurance that the basic financial statements of the City for the
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 basic financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall basic financial statement
presentation. The independent auditors concluded, based upon their audit, that there was
a reasonable basis for rendering an unqualified opinion that the City’s financial
statements for the year ended December 31, 2004 are fairly presented in conformity with
GAAP. The independent auditors’ report is presented as the first component of the
financial section of this report.

U.S. generally accepted accounting principles require that management provide a
narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of MD&A. This letter of transmittal is designed to complement
MD&A and should be read in conjunction with it. The City’s MD&A can be found
immediately following the independent auditors’ report. The City’s Finance Department
prepared this report. Responsibility for both the accuracy of presented data and the
completeness and fairness of the presentation, including all disclosures, rests with the
City. We believe the data, as presented, are accurate in all material aspects, that it is
presented in a manner designed to fairly set forth the financial position and results of
operations of the City as measured by the financial activity of its various funds, and that
all disclosures necessary to enable the reader to gain the maximum understanding of the
City’s financial activity have been included.

Profile of the City

The City is located approximately 20 miles northwest of downtown St. Louis, Missouri.
..e City currently covers about 23.4 square miles and serves a population of 27,345
residents occupying about 13,100 housing units. The business community is quite
diverse with 1,650 businesses employing 55,000 people. Also notable is the existence of
over 3,200 hotel rooms, a casino, a 20,000 capacity outdoor amphitheater, and other
popular nightlife activities. On a busy day, more than 120,000 people will live, shop,
work, visit, or stay in the City.

The City was incorporated on May 9, 1985 after citizens voted in November 1984 to
incorporate the area. The City is a third-class city under Missouri law and has adopted
the Mayor/Council/City Administrator form of government. The legislative body
consists of eight council members and a mayor. Council members are elected from four
wards to serve two-year staggered terms, with four council members elected every year.
The Mayor, elected at large to serve a four-year term, is the presiding officer of the City
Council. The Mayor must vote in the event of a tie by the City Council. The Mayor also
has veto power.






Factors Affectin  Financial Condition

The information presented in the financial statements is perhaps best understood when it
is considered from the broader perspective of the specific environment within which the
City operates.

Riverboat Gaming. A large portion (about 40% in 2004) of the City’s revenues is the
result of taxes levied on the gamii facility operated by Harrah’s Entertainment, Inc.
The ownership and operation of a gaming riverboat in Missouri is subject to extensive
regulation pursuant to state law as administered by the Missouri Gaming Commission.
The Gaming Commission, along with the Missouri _ :neral Assembly, as it relates to

legislative control of gambling, will have a major impact on the future financial condition
of the City.

Local Economy. The City is a suburban community located in northwest St. Louis
County, Missouri with a diverse economic base represented by a mixture of many
industries, numerous commercial enterprises, office buildings, and support services.
There are 20 hotels in the City comprising 3,248 rooms. Therefore, the travel and
hospitality industry has a major impact on the City’s economy and service demands.
Many firms have located in the City, creating a healthy mixture of commerce. Prominent
names include Edward Jones, SmithKline Bio Science Laboratories, Monsanto Chemical,
Unisys, Coca-Cola, Watlow Electric, Reynolds Aluminum Supply Co., E.I. du Pont de
Nemours, Worldwide Technologies, Express Scripts, and United Healthcare of the
Midwest.

The demand for office space and hotel rooms in the r “on will have major impact on the
financial health of the City.

Loi Term Financial Planning. FEach year the City updates its five-year capital
improvement plan. Projects totaling over $100 million are planned for the years 2005
through 2009. Planned road and bridge projects amount to over $82.6 million,
stormwater projects amount to over $6.1 million, and government facilities total $11.7
million, including a new government center. This aggressive investment in infrastructure
and facilities is made possible through the use of sales taxes, revenues from the casino
located in the Riverport area, grants, and the issuance of $12 million in Leasehold
Revenue Bonds.

Cash Man: :ment Policies and Practices. Pursuant to its policy, the City invests
available cash resources of all funds in repurchase agreements, certificates of deposit,
obligations of the United States Treasury, Federal Agencies of the United States, and
instrumentalities of the United States. All cash, with the exception of certain bond
proceeds, are pooled for investment purposes. The length of pooled investments range
from one day to two years and the total investment income (including increase or
decrease in the market value of securities held at year-end) amounted to $541,211 in
"104.
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The GFOA has given an Award for Outstandii  Achievement in Popular Annual
Financial Reporting to the City for its Popular Annual Financial Report issued for the
fiscal year ended December 31, 2003. ...e Award for Outstanding Achievement in
Popular Annual Financial Reporting is a prestigious national award recognizing
conformance with the highest standards for preparation of state and local government
popular reports. In order to receive an Award for Outstanding Achievement in Popular
Annual Financial Reporting, a government unit must publish a Popular Annual Financial
Report, whose contents conform to program standards of creativity, presentation,
understandability, and reader appeal.

In addition, the City has also received the GFOA’s Distinguished Budget Presentation
Award for its annual budget document for the fiscal year ended December 31, 2004. In
order to qualify for the award, the City’s budget document was judged to be proficient in
several categories, including as a policy document, a financial plan, an operations guide,
and a communications device.
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The Management’s Discussion and Analysis and Required Supplemental Information, as listed in the
table of contents, are not a required part of the basic financial statements but are supplementary informa-
tion required by the U.S. generally accepted accounting principles. We have applied certain limited pro-
cedures, 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 collec-
tively comprise the City’s basic financial statements. The supplemental information, as listed in the ta-
ble of contents, 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.

We did not audit the data included in the introductory and statistical sections of this report and, there-
fore, express no opinions thereon.

R
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CITY OF MARYLAND HEIGHTS, MISSOURI
Management’s Discussion and Analysis

For the year ended December 31, ™04

OVERVIEVW OF THE FINANCIAL [ATEMEN]

This Management’s Discussion and Analysis (MD&A) is intended to serve as an introduction to
the City’s basic financial statements. There are three components to the basic statements:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the basic financial statements

This report also contains required supplementary information and other supplementary
information in addition to the basic financial statements.

GOVERNM1 [-WIDE FINA CIAL STATEMEN!]

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to a private-sector business. The
government-wide financial statements exclude fiduciary fund activities.

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

The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net asse 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 will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and accrued vacation leave).

The vernment-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a s’ iificant portion of their costs thro1 "1 user fees
and charges (business-type activities). The governmen ~ activities of the City include

I ‘slative, ‘:neral administration, finance and accounting, community development, public
works, police services, judicial, parks and recreation, and human services. The City does not
operate any business-type activities.

The government-wide financial statements can be found on pages 15 and 16 of this report.
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, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related






CITY OF MARYLAND HEIGHTS, MISSOURI
Management’s Discussion and Analysis

For the year ended December 31, 2004

statements. The notes to the basic financial statements can be found beginning on page 23 of this
report.

Required suppl  :ntary information. In addition to the basic financial statements and
accompanying notes, certain required supplementary information can be found on pages 41
through 46 of this report.

Other supplementary information. The combinii and individual fund statements, referred to
earlier in connection with nonmajor governmental tunds, are presented immediately following
the required supplementary information. Combining and individual fund statements and
schedules can be found on pages 49 through 61 of this report.

GOVERNMI TI-WIDE FINZ CIAL ANALYSIS

This is the second year that the City has presented its financial statements under the new
reporting model pursuant to Governmental Accounting Standards Board Statement No. 34
(GASB 34), Basic Financial Statements - and Management’s Discussion and Analysis - for State
and Local Governments.

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, assets exceeded liabilities by $137,877,086 at the close of the
most recent fiscal year (December 31, 2004).

By far the la st portion of the City’s net assets (80%) reflects its investment in capital assets
(e.g., land, buudis ., machinery, equipment, and infrastructure), less any related debt used to
acquire those assets that is still outstanding. The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although
the City’s investment in its capital assets 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. The condensed statement of net
assets is as follows:












CITY OF MARYLAND HEIGHTS, MISSOURI
Management’s Discussion and Analysis

For the year ended December 31, 2004

decrease in reserves of the General Fund for advances to other vernmental funds. Advances
from the General Fund to other governmental funds are to finance operations and capital
projects that will be paid from a future flow of revenues. Advances take the place of external
borrowing. The total advances dropped by $5,4. 7,749 from $°~ 703,700 at the end of 2003 to
$7,225,951 at the end of 2004. Other significant factors affecting the General Fund’s
unreserved fund balance was the contribution of ©~ million to a new trust fund for the
establishment of a retiree health insurance benefit program, the transfer of "~ 5 million to a new
Special Revenue Fund to pav for certain employee benefits over the next ten years and revenues
exceeding expenditures ($1,. 20,634).

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 and transfers out. Unreserved fund
balance represents 105% of the total General Fund expenditures and transfers out, while the total
General Fund balance represents 148% of expenditures and transfers out.

Changes in fund balances for other major vernmental funds can be described as follows:

e The Special Park Fund dropped 43% ($1,""9,483) to a deficit of $3,..9,. )3 due to the
on-going debt service obligations from the issuance of leasehold revenue bonds in 1997,
which require annual payments of $1.5 million. User fees from the facilities and a
special sales tax have not provided sufficient revenues to meet expenditures and also
provide for the debt service requirements. As a result, the General Fund has advanced
almost $3.8 million to offset the Park Fund’s deficits. Beginning in 2008, when debt
service obligations cease, the Park Fund is expected to begin repayments.

e The Regional Infrastructure Fund (formerly called the Maryland Heights Expressway
Fund) increased $3,507,362 (100%) to $15,119 (from a deficit of $2 243) due to
revenues exceeding expenditures and transfers out. The fund exists to utilize part of the
City’s gaming tax revenue (25% of the taxes in 2004 or $3,957,784) for major
infrastructure projects that benefit the St. Louis rr “on. During the years 1997 to 2004,
the City expended $38 million to construct a major new roadway, the Maryland He™ "its
Expressway, and fund balance experienced a deficit that was financed by obtaining
advances from the General Fund.

e The Capital Improvements Fund decreased 13.7% in 2004 due to expenditures and
transfers out exceeding revenues. Primarily, the transfers out during 2004 represented
amounts to partially fund construction of the new government center ($2,500,000).

e The Government Center Fund, established in ~103 to account for the expenditures of
constructing a new building, increased by $901,0 ! (7%) in 2004 due primarily to the
transfer from the Capital Improvements Fund exceeding expenditures. The fund is
expected to expend its balance during 2005 and 2006 as the project progresses.

10






CITY OF MARYL/ D HEIGHTS, MISSOURI
Management’s Discussion and Analysis

For the year ended December 31. 104

The City revises revenue estimates as information becomes available. General Fund revenue
estimates were increased by $445,000 from the original budget due to the increase in gaming
taxes, continued increase in court levied fines, and adjustment of estimates of utility taxes,
investment income, and building permit fees.

The General Fund ended the year by spending $1,868,364 more than revenues. Other financing
sources and uses net in an increase in bu’ :tary fund balance of $1,146,373. The other
financing sources consisted of transfers in trom other funds, repayment of advances made by the
General Fund in previous years, and transfers to other funds, including the $4.5 million to

establish two new funds mentioned earlier. The result was a total increase of $3,014,737 to
$18,686,785 in 2004.

CAPITAL / SET AND DEBT ADMINISTRATION
Capital Assets

The City has invested $116,151,032, net of accumulated depreciation, in a broad range of capital
assets including vehicles, equipment, buildings, park facilities, roads, bric’ s, and sidewalks.
This represents a net increase for the current fiscal year (including additions and deductions) of
$6,085,388 or 5.5%, over last year. The major portion of the increase was for construction of a
new government center, which is reflected in the construction in progress amounts. The City’s
capital assets, net of depreciation, are as follows:

December 31, December 31,
INNA NN
Land and improvements $ 16,679,782 16,791,010
Buildings 6,170,678 6,423,038
Machinery and equipment 735,148 635,480
Automobiles and trucks 1,057,585 1,"71,971
Infrastructure 82,120,397 81,403,7 "
Construction in progress 9,387,442 conmone
Total $116,151,07" 110,065,644

For government-wide financial presentation, all depreciable capital assets were depreciated from
acquisition date to the end of ~104. Fund financial statements record capital asset purchases as
expenditures.

Additional information on the City’s capital assets can be found in Note D on pages "~ and 33 of
this report.






CITY OF MARYLAND HEIGHTS, MISSOURI
Management’s Discussion and Analysis

For the year ended December 31, ~)04

e The City’s capital improvement plan for 2005 tc =109 projects investment in
infrastructure improvements and new facilities of over $100 million.

e The City relies heavily on gaming taxes generated by the Harrah’s casino complex to
fund services at the current level and provide funds for capital improvements. The
significant increase in these revenues ir ~ 104 was the result of effective marketing and
major improvements to its facility, which is expected to continue in 20  However, the
state has approved an increase in the number of casinos in the St. Louis area, which will
cause more competition in the marketplace. Further, the Missouri It “slature continually
considers proposed measures that would decrease a home dock city’s share of taxes
gene ed by the casino.

o The City is part of the regional St. Louis economy that faces the challenges of many
urban areas in the United States. However, the City’s economic base is rather diverse
and the housing choices are varied, yet stable.

e In 2005, the City turned over responsibility of a new major roadway, the Maryland
He™ "its Expressway, to St. Louis County, thereby causing a large decrease in
infrastructure assets and a large reduction in depreciation expense.

REQUEST FORINFORMATION
This financial report is designed to provide a general overview of the City’s finances. Questions
concerning any of the information provided in this report or requests for additional information

should be addressed to the City of Maryland He" "its, Director of Finance, 212 Millwell Drive,
Maryland Heights, Missouri 63043.

14












CITY OF MARYLAND HEIGHTS,M 30URI

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets

December 31, 2004

Amounts reported for governmental activities in the statement of net assets are different because:
Fund balances - total governmental funds $

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds.

Bond issuance costs are reported in the funds when debt is issued, whereas these amounts
are deferred and amortized over the life of the debt on the government-wide statements.

Long-term liabilities, including bonds payable, are not due and payable in the current period
and are not reported in the funds.

Interest on long-term debt is recognized as an expenditure when due in the funds.
Compensated absences are not reported in the funds.

Some revenues are not available soon enough to pay for current expenditures and are not
reported as revenue in the funds.

Net assets of governmental activities $

The notes to the financial statements are an integral part of this statement.

18

1,176,155

116,151,032

296,752

(32,535,591)
(703,858)

(634,196)
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CITY OF MARYLAND HEIGHTS,M 3OURI

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

For the year ended December 31, 2004

Amounts reported for vernmental activities in the statement of activites are different because:

>t cha; :in fund balances - total governmental funds $

Government funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period.

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, donations) is to increase (decrease) net assets.

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds.

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources tc »vernmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. Also, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items when
debt is first issued, whereas these amounts are deferred and amortized in the
statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Compensated absences reduce net assets on the statement of activities, but do not
require the use of current finance resource and, therefore, are not reported as
expenditures in vernmental funds.

Change in net assets of vernmental activities $

The notes to the financial statements are an integral part of this statement.

20
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3,494,741

2,358,000

235,482

1,076,108
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CITY OF MARYLAND HEIGHTS, MISSOURI

Statement of Changes in Fiduciary Net Assets
Fiduciary Fund

For the year ended December 31, ~704
Other
Post-employment

Benefit
Trnet Fqn(‘

ADDITIONS
Employer contributions $ 2,000,000
Investment income 20 247
Total additions snan ay
DEDUCTIONS -

Total deductions -
Net increase 2,030,27

Net assets held in trust for retiree health benefits:
Beginning of year -

End of year $ st

The notes to the financial statements are an integral part of this statement.

22






<iTY Gx MARYLAND HEIGH 1 3, MISSUURI

otes to Financial Statements

NOTE A - SUMMC...Y OF SIGNIFICANT ACCOU TING POL_ _IES (Continued)
1. portit  Entity (Continued)

The IDA has been incorporated into the City’s annual budget process and must obtain
City Council approval before expending funds. The IDA is accounted for as a part of the
City’s primary operations within the Industrial Development Special Revenue Fund be-
cause the governing body of the IDA is substantively the same as the governing body of
the City and the IDA provides services entirely to the City.

2. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the state-
ment of activities) report information on all of the nonfiduciary activities of the primary

svernment. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes and in-
tergovernmental revenues, are reported separately from business-type activities, which
rely to a s ificant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from ods, ser-
vices, or privill s provided by a given function or segment and = grants and contribu-
tions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program reve-
nues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements.

3. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are rc | rted using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. 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 eligibility requirements im-
posed by the provider have been met.

Governmental fund financial statements are reported using current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are rec:

24






ITY < F MARYLAND HEIGh 1 5, MISSOURI

stes to Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

in a trustee capacity or as an agent for individuals, private organizations, other govern-
mental units, and/or other funds.

Post-employment Benefit Trust Fund -- This fund accounts for the accumulation of
resources for post-employment health benefit payments to qualified employees.

As a ‘neral rule the effect of interfund activity has been eliminated from the govern-
ment-wide financial statements. Exceptions to this rule are payment-in-lieu of taxes and
other charges and various other functions of the City. Elimination of these charges would
distort the direct costs and program revenues reported for the various functions con-
cerned.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, =" operating grants and contributions, and 3) capi-
tal grants and contributions including special assessments. Internally dedicated resources
are reported as :neral revenues rather than as program revenues. Likewise, general
revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the City’s pol-
icy to use restricted resources first, then unrestricted resources as they are needed.

4. Investmen

The City Treasurer maintains a cash and investment pool that is available for use by all
funds. Interest income on pooled cash and investments is recorded within each fund.

Investments are stated at fair value. Fair value for certain U.S. government securities
which mature within less than one year from purchase is determined by calculating amor-
tized cost, which approximates market value. Fair values for all other investments is
based on quoted market prices.

o Restricted Assets
Certain resources set aside for the repayment of debt and construction proceeds are clas-

sified as restricted assets on the balance sheet because their use is limited by applicable
debt covenants.

26






ITY OF MARY™ AND H™1Gh .3, Ml L URI

stes to Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

8.

10.

11.

Lo1 Term Obl" itions (Continued)

are reported as other financii  sources while discounts on debt issuances are reported as
other financing uses. Issuance cost, whether or not withheld from the actual debt pro-
ceeds received, are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
man ment plans that are subject to change.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commit-
ments are recorded in order to reserve that portion of the applicable appropriation, is em-
ployed as an extension of formal budgetary integration in the governmental types. En-
cumbrances outstanding at year-end are reported as reservations of fund balances since
they do not constitute expenditures or liabilities because the commitments will be reap-
propriated and honored during the subsequent year.

Interfund Transactiol

Transfers of resources from a fund receiving revenue to the fund through which the re-
sources are to be expended are recorded as transfers. Such transfers are reported as other
financing sources (uses) in the governmental fund types.

Use of Estimates

The preparation of basic financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect
the amounts reported in the basic financial statements and the accompanying notes. Ac-
tual results could differ from those estimates.

OTE B - DEPOSITS AND INVESTMENTS

1.

Deposits

The City’s bank deposits are required by state law to be secured by the deposit of certain
securiti  specified at RSMo 30 ~70 with the City or trustee institution. The value of the
securities must amount to the total of the City’s cash not insured by the Federal Deposit
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Notes to Financial Statements

NOTE I - DEFERRED COMPEDM ATION PLAN (Continued)

tirement, death, or unforeseeable emergency. In accordance with the provisions of GASB Statement
No. 32, Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compen-
sation Plans, the assets and liabilities of the deferred compensation plan are not included in the City’s
basic financial statements.

NOTE J - RIS 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 is a member of the St. Louis Area Insurance Trust (SLAIT), which is a not-for-profit, self-
insurance risk pool formed by various St. Louis County municipalities to cover workers’ compensation
and general liability matters. The purpose of this trust is to distribute the cost of self-insurance over
similar entities. In addition to insurance protection, the program provides risk  nagement services
with emphasis in 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.

The trust requires an annual premium payment by members to cover estimated claims payable and re-
serves for claims. The members of the trust have no legal interest in the assets, liabilities or fund bal-
ances of the insurance trust. However, the City is contingently liable to fund its pro rata share if any
deficit incurred by the trust should the trust cease operation at some future date.

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

JOTE K - DEFIC.. BALANCES

At December 31, ~104, the Special Revenue - Special Park Fund’s accumulated deficit of $3,719,793 is
the result of expenditures which exceeded revenues in 2004. The accumulated deficit will be offset by
future revenues received by the fund.

At December 31, ~704, the )ecial Revenue - TIF District Fund’s accumulated fund deficit of

©~ 273,629 is the result of community development expenditures made durii 1998 and 1999 within the
South Heights TIF District, which exceeded municipal tax revenues during 1998 and 1999. The accu-
mulated deficit will be offset by future cash inflows :nerated by the TIF district.

At December 31, =104, the Special Revenue - Sewer Lateral Fund’s accumulated deficit of $62,869 is

the result of public works expenditures which exceeded municipal tax revenues prior to 2004. The ac-
cumulated fund deficit will be offset by future sewer lateral fee revenues received by the fund.
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Required Supplemental Information
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CITY OF MARY" AND hedGHTS, M] . SOURI

Other Supplemental Information

Nonmajor Governmental Funds

SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than ex-
pendable trusts or major capital projects) that are legally restricted to expenditures for specific purposes.

Street L 1ting Fund -- This fund is used to account for the fund’s share of utility gross receipts taxes
that are to be used for the acquisition and maintenance of the City’s street lighting.

Tourism Tax Fund -- This fund is used to account for the receipts of the City’s hotel/motel tax that was
approved by voters in 2001. These receipts are to be used to promote tourism.

Police Forfeitures Fund -- This fund is used to account for monies received or other. ets forfeited to
the City as a result of judgments in certain court cases. These resources will be used in connection with
police programs.

orm Water Fund -- This fund was established in 1997. It accounts for a portion of the revenues de-
rived from a one-half cent sales tax approved by voters in 1996. Expenditures are restricted for storm
water activities.

Indi rial Development Fund -- This fund is used to account for the activity of the Industrial Devel-
opment Authority, a not-for-profit corporation established by resolution of the City Council and formed
under RSMo Chapter 349, The Industrial Development Corporations Act. It is designed to develop, ad-
vance, encourage, and promote commercial, industrial, agricultural, and manufacturing facilities in and
about the City. The Industrial Development Authority is defined as a blended component unit of the
City’s financial reporting entity.

Sewer Lateral Fund -- This fund was established in 2000 to account for the revenues generated by a fee
charged to all eligible residential property taxpayers within the City, which is used to pay for the repair

of certain damaged residential sewer lateral lines.

Police Training Fund -- This fund was established in 2002 to account for funding provided by the State
of Missouri for police training program.

Employee Supplemental Benefits Fund -- This fund was established in 2004 to account for certain
supplemental pension benefits to qualified employees.

DEBT SERVICE FUNDS

Debt rvice Funds are used to account for the accumulation of resources for, and the payment of, gen-
eral long-term debt, principal, interest, and related costs.
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Other Supplemental Information

Major Governmental Funds - Budgetary Information
CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for financial resources to be used for the acquisition or con-
struction of major capital facilities (other than those financed by Proprietary Funds and Trust Funds).
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Other Supplemental Information

Fiduciary Fund Types

The Agency Fund is used to account for assets held by the City in a trustee capacity.
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