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development concentrated at the intersection of two major thoroughfares — Manchester
Road (State Route 100) and Interstate ).

The legislative body of the City is the Board of Aldermen, which is comprised of 6 aldermen
and a mayor. Two aldermen are elected from each of the City’s 3 wards and serve two-year
terms. The Mayor, elected at large to serve a two-year term, is the presiding officer of the
Board of Aldermen. The Mayor may vote in the event of a tie vote by the Board of
Aldermen and has veto power. In addition, one alderman is appointed as Board President
to act on the Mayor’s behalf during his absence. A city administrator is appointed by the
Mayor with the advice and cor :nt of the Board of Aldermen. The city administrator is the
chief assistant to the Mayor and is responsible for the day to day management of the City’s
business and staff. The city administrator is also responsible for the employment and
discharge of City employees under policies established by the Board of Aldermen.

The City has several advisory boards and commaissior composed of citizens appointed by
the Mayor with the advice and consent of the Board of Aldermen. The advisory boards and
commissions include the Audit & Finance Committee, Parks & Recreation Commission and
Technology Committee. In addition, the Mayor with the advice and consent of the Board of
Aldermen appoints citizens to other boards and commissions, which have responsibility for
governmental functions relating to zoning and building codes. These boards and
commissions are the Planning and Zoning Commission and the Board of Adjustment. The
Public Safety Commission members are appointed as ward representatives by the
Aldermen from their ward subject to approval by the majority vote of the Board of
Aldermen.

The City has approximately 92 full-time equivalent employees and provides a full range of
services. These services include police and fire protection; EMS; the maintenance of streets
and other infrastructure; sanitation and health; parks and recreation; code enforcement;
and general administrative services.
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LONG-TERM FINANCIAL PLANNING

Unreserved, undesignated fund balance in the general fund was 58.9 percent of total
general fund revenues for 2007. Maintaining a reasonable fund reserve in all funds, is to
protect the City, the residents of Des Peres and employees agann  fluctuations in revenues
and unforeseen expenditures that might otherwise require di  ic short term solutios

involving either temporary tax increases, reductions in force and reduction in service levels.

The City maintains a Special Allocation Fund for purposes of accounting for revenues
generated in the Tax Increment Financing District (Manchester-Ballas Redevelopment
Area). These revenues are remitted by the City on a monthly basis to a 3rd party trustee for
safekeeping, investment and use in paying off principal and interest on the TIF bonds.
Under the provisions of the Redevelopment Agreement, the City has agreed to utilize
revenues in excess of those required to meet bond obligations to both accelerate debt service
payments and to pass-thru a portion to other taxing jurisdictions, most notably the local
school districts, on an annual basis. During ~)(., the City was able to pay down
$1,440,000 in bonds early and to pass thru $854,058 in payments in lieu of taxes to local
taxing jurisdictions.

RELEVANT . .NANCIAL POLICIF

~~~h Management

The City’s policy regarding investments is to minimize credit and market risk while
maintaining a competitive yield on its portfolio. The investment policy allows maturities of
up to three (3) years from the date of purchase. With the exception of certain pension
forfeiture deposits, all City deposits and investments are insured by federal depository
insurance, collateralized or held by the counterparty’s trust department or agency in the
City’s name. Acceptable collateral are obl 1tions of the U ..easury and U.S.
government agencies; bonds issued by the State of M souri or local governments in
Missouri with a population -eater than 400,000.

N-Ht Management

The City has established a separate Debt rvice Fund for purposes of management of all
outstandir lo1 term debt. While the issuance of General Obligation (GO) debt allows for
repayment from a dedicated property tax, the City has opted to forego such a tax since 1994
and to retire debt from sales tax revenues.
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The Honorable Mayor and Members
of the Board of Aldermen
City of Des Peres, Missouri

The Management’s Discussion and Analysis on pages 3 through =~ and the Budgetary Comparison
Information on pages ¢ ~ through . ., 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 basic financial statements that
collectively comprise the City’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.

e~ won LLr

June 7, 2008
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MANAGEMENT DISCUSSION AND ANALY S (Continued)

GOVERNMENT-WIDE FIN/ CIAL TATEMENTS

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 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, increase or decreases in net assets
may serve as a useful indicator of whether the financial position of the City of Des Peres 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 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 will only result in cash flows in future
fiscal periods (e.g., accrued vacation leave).

Both of the government-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 significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general
government, public safety, public works, streets, parks and recreation and health. The City does not
have any business-type activities.

The government-wide financial statements can be found on pages 13 - 14 of this report.
FUND FINANCIAL "ATEMENTS

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
legal requirements. All of the funds of the City are governmental funds. It should be noted that the
City does not have any fiduciary or proprietary funds.

GOVERNMENTAL FUNI

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 near-term inflows and
outflows of expendable resources, as well as on balances of expendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.


















MANAGEMENT DISCUS ON AND ANALYS (Continued)

There was a transfer in of $1 774,530 from the Fire Sales tax fund for operating purposes.
Also there was a $1,000,000 transfer out to the Debt Service fund to pay down bonds early on
the 20C ™ Certificates of Participation obligation.

Total revenue came in at $571,583 over ~IL. budgetary expectations.

Expenditures in almost all departments were under budget, for a total of $180,095 under
2007 budgetary expectations.

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

Special Allocation Fund — West County Center increased by $378,3.. or 4.0%. This increase
was due to current year tax revenue, both sales and property, coming in over 2007 expected
budget of $485,399 and over 2006 actual by $..1,901. At December 31. )07, the total fund
balance was $9,8+.,197.

Park Fund increased by $567,032 or 36.6%. This increase was a result of a $238,961
increase in total revenue for the fund over the previous year’s actual figure. This was due to
an increase in programs and other special events. Also, revenues for all departments came
in under budget, for a total of $450,248 under ~ L. budgetary expectations. At December
31, 2007, the unreserved fund balance and total fund balance was $2,117,¢ " 3.

Capital Improvements Fund decreased by $¢~ 997 or 5.0%. This decrease was anticipated
with multiple projects budgeted throughout the year. One of the main projects completed
was a renovation to the City Hall council chambers. At December 31, 2007, the unreserved
fund balance was $1,609,204 and the reserved fund balance was $140,951 for a total of
$1,750,155.

General Fund Budgetary Highligh
In the general fund, the following significant variances occurred between original budget, amended
budget and actual expenditures:

The public safety department had $100,067 under budget in all categories due to one
employee away on military leave during the year and three other open positions durin  ~ )07
due to turnover.

The parks and recreation department had { ~ 1,448 under budget for all categories combined.
This was mainly due to employee turnover.
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MANAGEMENTS D.  CUSSION AND ANALYS. (Continued)

ECONOMIC FAC . DRS AND NEXT YEAR’S BUDGET

The downturn in our nation’s economy has affected the budgets of many states and municipalities
across the United ates. We continue to hear news about the economic difficulties facing
legislators on both the state and national levels. Many cities across the country have had to cut
programs because of reduced revenue. However, at the City of Des Peres, the proposec ~ 108 budget
continues to fund all current City services while maintaining the same commitment to high level
services for all citizens.

= The 2008 budget continues for the 14th consecutive year a rollback of the City’s allowable
real estate tax to $0.00 representing a significant savings to City residents and businesses.
The City is legally authorized to levy a tax of $0.30 for general revenue purposes which
would generate an estimated $950,000 per year.

= The City will continue its free sanitation and recycling program to City single family
residents in 2008, representing an annual savings to homeowners of nearly $200 per year.

» Revenues for The Lodge Des Peres have been set to be competitive with, but at the high end
of, similar municipal recreation centers in the metropolitan area.

s (City operations are service oriented, thus are provided by using human resources.
Consequently, the single largest expenditure within the operating budgets is for salary and
benefits representing "~ 3% of projected operating costs for 2008.

REQUI T[S FOR INFORMATION

This financial report is designed to provide a general overview of the City of Des Peres’ 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 information should be
addressed to the Office of the Director of Finance, City of Des Peres, 12775 Manchester Road, Des
Peres, MO 63131 or by logging on to the City’s website at =~ desperesm~ ~-g.
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CTTV OF DRS PEL MISSOURI

Notes To B: ¢ Financial Statements (Continued)

Fund Financial Statements

Following the government-wide financial statements are separate financial
statements for governmental funds. Major individual governmental 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 balance 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 all governmental funds is reconciled to the total change in
net assts as shown on the statement of activities in the government-wide financial
statements.

Measurement Focus And Basis Of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accountit  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.
The City currently does not levy a residential property tax. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Governmental fund 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 measurable
and available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the City considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual

accountiz However, debt service expenditures, as well as expenditures related to
compensated absences, claims and judgments, are recorded only when payment is due (i.e.
matured).

Sales taxes, franchise taxes, court fines and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available
only when cash is received by the City.

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

Fund Accountir

The City uses funds to maintain its financial records during the year. A fund is defined asa
fiscal and accounting entity with self-balancing accounts. Governmental resources are
allocated to and accounted for in individual funds based upon the purpose for which they are
to be spent and the means by which spending activities are controlled. The City reports the
following major governmental funds:
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CITV NF DES PERFS MTSSOURI

Notes To Basic Financial Statements (Continued)

Capital / iets

Capital assets, which include property, equipment, and infrastructure (e.g., roads, bridges,
sidewalks, and similar items), are reported in the governmental activities column in the
government-wide financial statements. Capital assets are defined by the City as assets with
an initial cost of more than $5,000 and an estimated useful life in excess of one year. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the assets or
materially extend assets’ lives are not capitalized.

Depreciation is being computed on the straight-line method; using asset lives as follows:

Buildings 20 - 45 years
Vehicles 5 - 20 years
Furniture, fixtures and equipment 3 - 5 years
Infrastructure 30 - 50 years

Compensated Absence

Under terms of the City's personnel policy, employees are granted vacations based on length
of service. Vacations accrue monthly throughout each year. Upon termination, the employee
is paid for unused vacation. Sick leave is accumulated based upon length of service and is
available only to provide compensation during periods of illness. No portion of sick leave is
payable to the employee upon termination. Accrued vacation can be converted to sick leave
or sold back to the City at the employee's election. This conversion cannot reduce an
employee's vacation accrual below two weeks. All vacation pay is accrued when incurred in
the government-wide financial statements. A liability for these amounts is reported in
governmental funds only if the amounts due at year end have matured.

Long-Term Liabilities

In the government-wide financial statements, long-term debt and other long-term obliga-
tions are reported as liabilities in the statement of net assets.

Debt Refundii

For current and advance refundings resulting in defeasance of debt, the difference between
the reacquisition 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 than the effective interest method. The deferred
refunding amounts are classified as a component of bonds payable in the government-wide
financial statements.
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C., 7V ..RDES PRRES, M

NOTESTOB. . «...ARY COMPARIS C.+ 2ivs waviraa 2 2ON
December 31, 2 _ 7

Budgets And Budgetary Accounting

The City uses the following procedures in establishing the budgetary data for the governmental
fund types reflected in the financial statements:

a. Prior to November 1, the City Administrator submits to the Audit and Finance Committee a
proposed operating budget for the fiscal year commencing on January 1. The operating budget
includes proposed expenditures and the means of financing them. The City prepares its
budget for all governmental fund types on a modified accrual basis of accounting.

b. Following review by the Audit and Finance Committee, the proposed budget is presented to
the Board of Aldermen and public hearings are held on the budget in late November and early
December.

c. Prior to January 1, the budget is legally enacted by passage of salary ordinances and an
adopting resolution.

d. Transfers of budgeted amounts between departments within the same fund are made by the
City Administrator and approved by the Board of Aldermen.

e. Current year budget includes amendments. Although not required, amendments to the

budget for changes of expenditures by object class are approved periodically throughout the
year by the Board of Aldermen. Although not required by City Ordinance, City policy dictates
that department appropriations may not be exceeded without supplemental appropriation or
transfer. Expenditures may not legally exceed appropriations at the department level in the
General Fund or at the fund level for all other funds as they are not departmentalized. At the
end of the fiscal year, all unexpended appropriated balances lapse.

Violations Of Budgetary Laws And Regulations

Expenditures exceeded appropriations in the followit funds and departments at December 31,
2007:

Fund Amount
General:
General government — board and commissions $9,178
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CITY OF DES PL.v.iu3, MauSOLU...

NONMAJOR GOVERNMNTAL FUNDS

SPECIAL REVE UE . JNIL

yecial Revenue Funds are used to account for the proceeds of specific revenue sources (other
than special assessment; expendable trusts, or major capital projects) that are legally restricted
to expenditures for specified purposes.

swer Lateral Fund - This fund is used to account for Sewer Lateral Funds revenues to be
used for repair and maintenance of sewer lateral systems.

Fire Sales Tax Fund - This fund is used to account for the 1/4% sales tax collected to support
fire prevention and operations.
























Statistical Section

This part of the City’s comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the
City’s overall financial health.

Contents

Financial 2 oendsS. .. ieeeeiiiiireiiicciininnenriieeisrrecceeesescreeneeesssssansssesasesssseees 44 - 47
These schedules contain trend information to help the reader understand how the
City’s financial performance and well-being have changed over time.

Revenue CapPacity .. ccceeieientuiieireeneresierneesssssasssessssssesessnsssssssssnses 48 51
These schedules contain information to help the reader assess the City’s most

significant local revenue sources.

| DIZY 1 0F:Y 1 7: Ui £ 5 20O OPPUPORPUPPPPPPIRt 52 -56
These schedules present information to help the reader assess the affordability of the
City’s current levels of outstandir  debt and the City’s ability to issue additional debt
in the future.

De >graphic and Economic Information .........ceveeeeeierericeccccecenicnennn. L. -1
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the City’s financial activities take place.

Operatit  Information......c i crenneeeretinreerieseeseseessssssssssanssss 59 - 61
These schedules contain service and infrastructure data to help the reader understand

how the information in the City’s financial report relates to the services the City
provides and the activities it performs.
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