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The City of Amold has operated under the mayor-council-city administrator form of government
since 1972. Policy making and legislative authority are vested in a governing council consisting
of the mayor and eight council members. The governing council is responsible for, among other
things, passing ordinances, adopting the budget, appointing committees, and hiri.  the city
administrator, police chief, and city attorney. The city administrator is responsible for carrying
out the policies and ordinances of the governing council and for overseeing the day-to-day
operations of the government. The council is elected on a non-partisan basis. Council members
serve two-year staggered terms, with four council members elected every year. The mayor is
elected to serve a four-year term.

The City of Amold provides a rai : of services, includii  police protection; the construction and
maintenance of highways, streets, and other infrastructure; and recreational activities and cultural
events. Trash and sewer sanitation services are provided thror "\ the City. The new recreation
center added this fiscal year operates as a department of the City but is reported as a separate
governmental fund. The sewer servic  are reported separately in a proprietary fund in the City’s
financial statements.

The annual budget serves  the foundation for the City of Arnold’s financial planning and
control. All departments of the City are required to submit requests for appropriations to the
finance director. These requests are then used as a starting point for developing a proposed
budget. The finance director presents this proposed budget to the city council for review prior to
July 8. The council is required to hold a public hearing on the proposed bu:® :t and to adopt a
final budget prior to September 1. The appropriated budget is prepared by fundg, function, (e.g.,
public safety), and department (e.g., police). Department heads may make transfers of
appropriations for operating supplies within a department. Transfers of appropriations between
departments, however, require approval of the city council. Budget-to-actual comparisons are
provided in this report for each individual governmental fund for which an appropriated annual
budget has been adopted. For the general fund, this comparison is presented as part of the
financial statements for the governmental funds.

Local economy. The economic condition and outlook of the City of Arnold has been stable in
recent years. The City’s housing stock, ographic location, and variety of services have kept
real estate marketable. Commercial vacancies remain modest while the potential for further retail
and industrial development appears favorable within the next five years. Two TIF development
projects have been approved by the City Council and are proceeding. One is scheduledto b 'n
construction by summer.

During the past ten years, the unemployment rate for Jefferson County rose from an initial low of
1.9 percent (1999) to a decade high of 7.4 percent ~105), only to descend once more to the
current rate of 4.3%. Unemployment is expected to remain fairly stable. There are no major
employers expected to open at this time.

The City’s tax structure relies primarily on sales taxes and utility taxes. Utility tax receipts are
likely to continue to increase at a modest rate. Sales tax receipts are expected to remain stable in
the coming year. General sales tax receipts increased in FY 2005, changing a three year trend of
no growth. No  owth in sales tax has been a regional trend, not one specific to Arnold. To its
favor, the City has demonstrated its ability to compress government expenditures to
accommodate a tight economy or temporary downturn in revenue. It is anticipated this trait will
continue.













































CITY Gx ARNOLD, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS

e $155,000 for appropriations for the dispatch department radio replacement, cameras, recording equipment, and fur-
niture
$225,000 for the street department for three dump trucks, a % ton truck, and spreaders and chains for the trucks
$14,000 for a light duty 4X4 truck for the building department
$114,696 for appropriations from the technology reserve for various equipment, such as computers, monitors, soft-
ware, and servers on an as needed basis to keep departments running

Of these appropriations, the sewer subdistrict funds, the neighborhood improvement funds, the technology fund, and the Rec-
reation Center Fund came from their reserved designated funds set up for these expenses. The City approved a $400,000
lease  eement in order to purchase the dispatch, building, and street department improvements.

Capital Asset and Debt Administration

Capital assets. The City of Arnold’s investment in capital assets for its governmental and business-type activities as of Au-
gust 31, 2005 amounts to $90,836,645 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and system improvements, machinery and equipment, park facilities, and roads and bridges. The increase in the
City of Arnold’s investment in capital assets for the current fiscal year was 16.4% (a 23% increase for governmental activi-
ties and less than 1% increase for business-type activities). (See table A-5)

Major capital asset events during the current fiscal year included the following:
e The Amold Recreation Center was completed for a total of $14,475,712.
e  Three more flood plain properties were purchased through a FEMA grant totaling $396,765. These were 2310,
2321, and 2325 Convair.
The City purchased a tract of land adjacent to the Recreation Center for $498,627.
Judy Lane and Maple Lane Culverts were completed and added to the City’s assets for a total of $51,198.
The City completed Grandview Industrial Park NID project for a total of $75,061.
Over $15,127,994 was added to work-in-process in 2005 as work progressed on the road and sewer projects the City
is doing. Total work in progress at fiscal year-end 2005 is $10,040,052.
e The City adopted two streets, Fox Ridge Court and Grandview Park Drive, adding a total of $871,942 to the City’s
street inventory.

The City chose, this year, to switch from the modified approach of accounting for its network of infrastructure assets to
straight depreciation. These assets include the City’s streets, sidewalks, and stormwater system. This change added
$21,814,276 in depreciation to fixed assets in fiscal year 2004. The 2004 addition allows for the comparison of comparable
schedules and policies in both 2004 and 2005 fiscal years. For more detail on capital asset activity, see note C in the notes to
the financial statements, page 31-33.

Subsequent events included 1) on October 6, 2005, the City issued $6,200,000 in sewerage system revenue bonds series
2005, 2) on November 11, 2005, the City entered into a lease/purchase agreement with United Missouri Bank (UMB) for the
acquisition of vehicles in the amount of $600,000, and 3) on November 17, 2005, the City entered into a line of credit with
Commerce Bank in the amount of $6,000,000 to finance acquisition of residential properties within the Triangle redevelop-
ment area.
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Cl: ¥ OF ARNOLD, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS

Economic Factors and Next Year’s Budgets and Rates

e The unemployment rate, not seasonally adjusted, for Jefferson County for August 2005 was 4.3%, which is a de-
crease of 1.3% over the same period last year. This compares favorably to the state’s average unemployment rate of
4.5% and the national average rate of 4.5%, all rates not seasonally adjusted.

e The Consumer Price Index indicates that inflation has increased 3.9% over the August 2004 rate for the Midwest re-
gion. The increase last year for the month of A st was 2.5%.

All of these factors were considered in preparing the City of Arnold’s budget for the 2005 fiscal year.

A substantial sewer rate increase occurred in this fiscal year due to the MSD Gravity Feed Tunnel Project. The City of Ar-
nold is responsible for a small portion of the tunne! itself and 100% of the cost to connect to the tunnel. The $6,200,000 bond
issue mentioned in subsequent events will finance this connection. The sewer rates increased from $8.50 per month to
$19.50 per month. This was the first sewer rate increase since their inception in the 1980°s.

Requests for Information

This financial report is designed to provide a general overview of the City of Arnold’s finances for all those with an interest

in the City’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 Finance Director, 2101 Jeffco Bivd., Arnold, MO 63010.

I agv 12















“ITY ARNOL.. , MISSOURI
-~ZCONCILIATION OF THE BALANC.. SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NL. ASSETS

i AUGUST 31, 2005
Total Fund Balances - Governmental Funds $ 6,577,214
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. The cost of the assets is $104,553,328
and the accumulated depreciation is $27,216,869. 77,336,459
Net pension assets are not financial resources and, therefore, are not reported in the funds. 156,197
Other long-term assets are not available to pay for current period expenditures
and, therefore, are deferred in the funds. 1,941,913
Certain long-term liabilities are not due and payable in the current period and,
therefore, are not reported as liabilities in the governmental funds. Long-
term liabilities at year-end consist of:
Accrued interest payable (34,815)
Accrued compensated absences (442,604)
Capital lease obligations payable outstanding (16,378,654)
Unamortized bond premium (456,442)
Unamortized bond issuance cost 16N NS4
Net Assets Of Governmental Activities ¢ AONRO12IT

See notes to financial statement-
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CITY " F A..NOLD, MISSOURI

RECONCILIATION OF THE  ATEME!.. OF REVENUES,

EX1 _.NDITURES, AND CHANGI] IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
“OR THE YEAR I DED AUGUST 31, 20

Net Change In Fund Balance - Governmental Funds $ (11,631,388)

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

Capital outlays are reported in governmental funds 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 over the capitalization threshold ($16,818,747)
exceeded depreciation ($1,933,065) in the current period. 14,885,682

The net effect of various miscellaneous transactions involving capital assets (i.e., sales, trade-ins,
and donations) to increase net assets. 640,198

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. 321,836

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental 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.

Debt issued:
Capital lease (400,000)
Repayments:
Capital lease obligations payable 1,374,896
Amortization 4100

Net Adjustment 979,086

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds:

Accrued interest on bonds 3,404
Net pension asset (27,047)
Accrued compensated absences M 7AM
(A& 292N\
C <140 N21

Change In Net Assets Of Governmental Activities

See notes to financial statement-

Page 18












CITY OF A.NOLD, MISSOURI
STATEME! _ 7 FIDUCIARY NET ASSETS -

PENSION TRUST FUND
- - —_ — _ _ _ ___AUGUST 31, 2005
ASSETS
Deposit administration contracts $ 5. 729
Due from other funds A& nan
Total Assets N U< imu
NET ASSETS
Held in trust for pension benefits ¢ <402 740

See notes to financial statements___
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CITY Gx» ARNOLD, MISSOURI
___NOTES TO . .NANCIAL { . ATEMENTS

NOTE A - SUMMARY OF GNIF. _ANT ACCOUNTING POLICIF (Continued)

9.

10.

11.

Restricted Assets (Continued)

Certain General Fund monies are classified as restricted assets on the balance sheet be-
cause their use is limited by covenants of the capital lease . ‘ecement. The reserve ac-
count is to be used solely for the purpose of making lease payments on the applicable due
dates when and to the extent other funds are not available for this purpose. The lease
payment account is used only for the payment of the principal and interest on the lease
obl" 1tion.

Certain capital improvement sales tax receivables are classified as restricted assets on the
balance sheet because their use and availability is limited by the sales tax agreement with
Jefferson County. The funds are to be used for capital improvements to publicly main-
tained roads and become available upon the City’s request for reimbursement of expendi-
tures on approved projects.

Capital Assets

Capital assets, which include property, equipment, and infrastructure (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. Capital assets are
defined 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 esti-
mated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized. Improvements are capitalized and de-

preciated over the remaining useful lives of the related fixed assets, as applicable.

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

Assets Years
Buildings, treatment plant, and other improvements 10 - 30
Automotive equipment 3-5
Machinery and equipment 3-15

'wer lines 50
Infrastructure 30

Accrued Vacation

City employees nerally earn vacation at the rate of .83 working days per month or 10
days per year. Regular full-time employees having completed 6 years of service earned
vacation leave at the rate of 1.25 days per month or 15 days per year. Regular full-time

Page 28


































































<ITY OF ARNOL., MISSOURI

REQUIRED SUPPLEMENTAL INFORMATION -

NOTES TO SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - BUDGET AND AC . JAL
“OR THE YEAR ENDED AUGUST 31, ~ 105

Budgetary Data

The City follows these procedures in establishii  the budgetary data reflected in the financial state-
ments:

a. On or before July 8, all departments submit requests for appropriations to the City’s budget com-
mittee so that a budget may be prepared.

b. During August, the operating budget is presented to the City Council for review. The operating
bu’ tincludes proposed expenditures for the General, Recreation Center, and Enterprise Funds
and the means of financing them.

c. Public hearing meetings are held to obtain taxpayer comments.

d. Prior to September 1, the budget is adopted by the City Council.

e. Budgets are adopted on a basis generally consistent with U.S. generally accepted accounting prin-
ciples. Expenditures modified for some year-end accruals may not legally exceed budgeted ap-
propriations at the department level.

f. Current year budget includes amendments. Budget amendments at the department level must be
approved by the City Council. Management may authorize transfers of appropriations within a
department.

g. Appropriations lapse at year-end.

rage 4y





































































CITY OF ARNOL.., Ml URI
MISCELLANEOUS STATISTICAL DATA
AUGUL.. 31,201

Date of incorporation September 1972
Form of government Mayor/Council/Administrator
Number of full-time employees (excluding police) 58
Area in square miles 11.6
City of Arnold facilities and services:
Miles of streets 77.01
Culture and recreation:
Community centers 1
Parks 5
Park acreage 485
Swimming pools 3
Tennis courts 1
Police protection:
Number of stations 1
Number of commissioned police officers 47
Number of other police personnel 12
Number of patrol units 29
Number of law violations:
Physical arrests 2,393
Traffic violations 12,028
Sewerage system:
Miles of sanitary sewers 96.3
Miles of storm sewers 7.4
Number of treatment plants 0
Number of pumping stations 9
Daily average treatment in gallons 1.8 million
Maximum daily capacity in gallons 11 million
Facilities and services not included in the reporting entity:
Education:
imber of elementary schools 11
Number of elementary school instructors 468
Number of secondary schools 5
Number of secondary school instructors 345
Number of community colleges 1
(Continued)
— _ rage 70
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