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CITY OF MONETT, MISSOURI
NOTESTO THE FINANCIAL STATEMENTS
MARCH 31, 2007

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) Reporting Entity

The City of Monett, Missouri, was incorporated as a town in 1888 and, as a city on March
3, 1914, under the provisions of the State of Missouri. The City operates under a Mayor-
Board of Commission form of government as a Third Class City. The Mayor and the two
Commissioners serve four-year terms that expire in April 2008. The City provides a
variety of general governmental services to residents including general administrative
services, public safety, public works, parks and recreation, and airport operations. Other
services include water, dectric, sewer, fiber optic, and sanitation operations.

The financial reporting entity consists of the primary government and its component
units, which are entities that the government is considered financially accountable for.
The determination of financial accountability includes consideration of a number of
criteria, including: (I) the appointment of a voting majority of an entity's governing
authority and the ability of the primary government to impose its will on the entity, (2)
the potential for the entity to provide specific financial benefits to, or impose specific
financial burdens on, the primary government, and (3) the entity's fiscal dependency
on the primary government.

Blended Component Unit - The following legally separate entity is a component unit,
which is, in substance, a part of the City's general operations. This component unit
provides services entirely, or almost entirely, to the primary government or provides
services which exclusively, or aimost exclusively, benefit the primary government.
Data from this unit is combined with data of the primary government for financial
reporting purposes.

The East Highway 60 Community Improvement District (CID) - The CID, a political
subdivision of the State of Missouri under Section 67.1401 to 67.1571 of the Revised
Statutes of Missouri 2000, was created under Ordinance No. 7577 of the City adopted
July 14, 2006. The purpose of the District shall be those purposes stated in Section
67.1401 to 67.1571 RSMo. 2000. The CID was established to impose a sales tax of one-
half of one percent of all retail sales within the district for a period of four years from
the date on which the tax is first imposed for the purpose of providing revenues to
support a revenue bond issue in the City of Monett, Missouri to correct the blight
conditions within the district.

The board of directors of the district consists of five persons appointed by the Mayor
with the advice and consent of the City Council. Financia information for the CID has
been included within the governmental activities and governmental funds. Althoughiitis
legally separate from the City, the CID is reported as if it were part of the primary
government because its sole purpose is to finance the construction of various capital
projects within the City. No separately issued financial statements are prepared for the
CID.
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No other entities met the criteria for inclusion as component units of the City.

(B) Government-wide and Fund Financial Statements

The basic financial statements include both the government-wide (the Statement of Net
Assets and the Statement of Activities) and fund financial statements.

Government-wide Financial Statements: The government-wide statements display
information about the primary government and its component unit. For the most part,
the interfund activity has been diminated from these statements to minimize the
duplication of internal activities. Governmental activities, which are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities,
which rely on fees and charges for services for support.

In the government-wide Statement of Net Assets, both the governmental and business-
type activities are each consolidated and presented on the full accrual, economic
resources basis of accounting. The consolidated presentation incorporates long-term
assets and receivables as well as long-term debt and obligations, and it provides
valuable information for greater analysis and comparability.

The government-wide Statement of Activities presents a comparison between direct
expenses and program revenues for each function of the City's governmental activities
and for the business-type activities. Direct expenses are those that are specifically
associated with a program or a function.

Program revenues include (a) charges paid by recipients of goods or services offered
by the programs and (b) grants and contributions that are restricted to meet
operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes, are presented as general revenues.
Program revenues are typically restricted to a specific function or activity.

Fund Financial Statements: Separate fund financial statements report information on
the City's governmental and proprietary funds. The emphasis of fund financial
statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining funds are aggregated and reported as nonmajor funds in ther
respective categories.

Governmental fund financial statements use the current financial resources measurement
focus and the modified accrual basis of accounting. Consequently, the emphasis on
near-term inflows and outflows of resources do not present the long-term impact of
transactions. 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.
Expenditures generally are recorded when a liability is incurred, as under accrued
accounting. However, debt service expenditures, as well as expenditures relating to
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compensated absences are recorded only when payment is due. Conversely, the
proprietary fund statements incorporate the accrual basis of accounting and focus on
the change in total economic resources. This presentation records long-term assets and
liabilities, and recognizes revenues and expenses when transactions occur, regardless of
their impact on the flow of cash. Since the accounting differs significantly between the
governmental funds and the proprigtary funds, it is necessary to convert the
governmental fund data to arrive at the government-wide financial statements.
Therefore, reconciliations have been provided following the governmental funds
balance sheet and the statement of revenues, expenditures and changes in fund
balance identifying categories that required conversion from the fund statements.

In the governmental funds, sales taxes 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. Only the portion of taxes receved within 30 daysis
considered to be susceptible to accrual as revenues of the current period. All other
revenue items are considered to be measurable and available only when cash is received
by the government.

Operating activities of the proprietary funds include all transactions and other events that
are not defined as capital and related financing, non-capital financing, or investing
activities. More specifically, operating revenues consist of sales and charges for services.
Operating expenses of the proprietary funds include personnd services, operating
supplies, and services incurred in conducting daily business.

The City reports the following major governmental funds:

General Fund - This fund is the City's primary operating fund. It accounts for all
financial resources of the general government, except those required to be
accounted for in another fund.

E-911 — The purpose of this fund accounts for revenues and expenditures relating
to 911 emergency dispatching services. Cash and investment for this fund are
restricted by state statute.

Tax Increment Finance — The purpose of this fund accounts for revenues and
expenditures relating to tax increment financing projects. Cash and investments for
this fund are restricted by state statute.

The City reports the following major proprietary funds:

Water System - This fund accounts for the operations, maintenance and
improvement activities of the existing water system and capital improvements
pertaining to the City wells, facilities, equipment and infrastructure.

Electric System - This fund accounts for the operations, maintenance and
improvement activities of the existing éectric system and capital improvements
pertaining to the City substations, facilities, equipment and infrastructure.
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Sewer System - This fund accounts for the operations, maintenance and
improvement activities of the existing sewer system and capital improvements
pertaining to the treatment plant, lift stations, equipment, and infrastructure.

Sanitation System - This fund accounts for the operations, maintenance and
improvement activities of the existing sanitation collection system and capital
improvements pertaining to the recycling center, sanitation equipment and
facilities.

Fiber Optic System - This fund accounts for the operations, maintenance and
improvement activities of the existing fiber optics system and capital improvements
pertaining to the equipment, and infrastructure.

The City reports the following fund types:

Internal Service Funds - These funds account for the costs of the Hazardous
Material, Safety, and Mechanic Funds on a cost-reimbursement basis.

(C) Assets, Liabilities, and Net Assets or Equity

a

Deposits and | nvestments

City monies are deposited in FDIC-insured banks. Permissible investments
include obligations of the U.S. Government, State of Missouri, bonds, bills or
notes guaranteed by the U.S., state or city governments, certificates of deposit,
repurchase agreements, bankers acceptances, and commercial paper. The City
purchases investments from SEC-registered broker-dealers and banks. Collateral
is pledged to secure the City's demand deposits and certificates of deposit.

Receivables and Payables

Activity between funds that are representative of borrowing/lending arrangements
outstanding at the end of the fiscal year are referred to as either "due to/due
from other funds." Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial
statements as "internal balances."

Inventories and Prepaid Items

Purchase of various operating supplies are regarded as expenditures at the time
purchased and inventories of such supplies (if any) are not recorded as assets at
the close of the fiscal year. Supplies purchased are accounted for using the
purchase method.

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items. Health insurance premiums and workmen’s
compensation are accounted for using the consumption method.
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d. Restricted Assets

Certain proceeds of the City's bonds, as well as certain resources set aside for their
repayment, are classified as restricted assets on the applicable balance sheets and
statement of net assets because they are maintained in separate bank accounts and
their useis limited by applicable bond covenants.

e. Capital Assets

Capital assets include land, construction in progress, buildings and
improvements, equipment, and infrastructure assets (e.g., roads, bridges, storm
sewers, and similar items) and are included in the applicable governmental or
business-type activities columns in the government-wide financial statements.
Capital assats, excluding land, are defined by the City as assets with a cost of
$5,000 or greater and an estimated useful life of at least one year. All land
purchases are capitalized regardless of cost. All purchased fixed assets are valued
at cost where historical records are available and at an estimated historical cost
where no historical records exist. Donated fixed assets are valued at their
estimated fair market value on the date received. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Magjor outlays for capital improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
the business-type activities is included as part of the capitalized value of the
assets constructed.

Building and improvements, equipment and infrastructure is depreciated using the
straight-line method over the following estimated lives:

Years
Primary government:
Buildings 5t040
Improvements 5t040
Machinery and equipment 3to40
Infrastructure 20to 40

f.  Compensated Absences

All vested or accumulated vacation, scheduled holiday leave and vested
accumulated sick leave is accrued when incurred in the government-wide and
proprigtary financial statements. Compensated absences for the years ended March
31, 2007 and 2006 are $557,769 and $596,906, respectively.
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g.

Long-Term Obligations

In the government-wide financial statements and proprietary fund financial
statements, long-term debt and obligations are reported in the Statements of Net
Assets as liabilities in the applicable governmental and business-type categories.
Bond premiums and discounts, as wdl as issuance costs, are deferred and
amortized over the life of the bonds using the straight-line method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs
arereported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as issuance costs, during the current period. The
face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts
on debt issuances are reported as other financing uses. Issuance costs, whether or
not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Fund Balances

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 specific purposes. Designation of fund balances
represent tentative plans for future use of financial resources that are subject to
change.

Capitalization of Interest

Net interest costs related to acquisition or construction is capitalized as part of
the cost of the related asset for the business type and proprietary activities of the
City, and component unit. Total interest costs incurred by the City were $886,420,
of which $-0- was capitalized.

Interfund and Related Party Transactions

Transactions between the City's various funds are accounted for as revenues and
expenditures or expenses in the funds involved if they are similar to transactions
with organizations external to City government. Certain transactions between City
Utilities and the City are also treated in this manner. The operations of City
Utilities for the year ended March 31, 2007 reflect payments in lieu of taxes
(PILOTYS) to the City of $1,925,805.
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In addition, City Utilities also provides services such as energy for street lighting
and other dectric, water and sewer services without charge to the City. The cost of
providing such services was approximately $183,082 in 2007.

k. Net Assets

In the government-wide and proprietary fund financial statements, equity is
displayed in three components as follows:

I nvested in Capital Assets, Net of Related Debt - This consists of capital assets,
net of accumulated depreciation, less the outstanding balances of any bonds,
notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

Restricted— This consists of net assets that are legally restricted by outside
parties or by law through constitutional provisions or enabling legislation.

Unrestricted - This consists of net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt.”

l. Use of Estimates

The preparation of financial statementsin conformity with accounting principles
generally accepted in the United State of America (GAAP) requires management
to make estimates and assumptions that affect the reporting amounts of assets
and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues, expenditures, and
expenses during the reporting period. Actual results could differ from those
estimates.

(2) DETAILED NOTESON ALL FUNDS

(A) Deposits

The City maintains a cash and investment pool that is available for use by all funds.
The pool is comprised of deposits and other investments. At March 31, 2007, the bank
balance of the City's deposits was $376,391, which was covered by federal depository
insurance or by collateral held by the City's agent in the City's name. A difference exists
between bank and book baances of $265,427 due to deposts in transit and other
reconciling items.

The City dso maintains separate cash accounts restricted for specific purposes. At March
31, 2007, the bank bdance of the City’s restricted deposits was $8,756,555, which was
covered by federal depository insurance or by collaterd held by the City’s agent in the
City's name.
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(B) Investments

Statutes authorize the City to invest in investments, which are:
a  Obligations of the United States government, the Sate of Missouri, thiscity, or;

b. In bonds, bills, notes, debentures or other obligations guaranteed as to payment
of principal and interest by the government of the United States or any agency or
instrumentality thereof, the State of Missouri or this city, or;

c. Inrevenue bonds of the City, or;

d. In certificates of deposit, savings accounts as defined in Chapter 369, Revised
Missouri Statutes or in interest bearing time deposits when such funds are held in
United States banks, state banks, savings and loan associations operating under
Chapter 369, Revised Missouri Statutes, or savings and loan associations
authorized by the United States government so long as such deposits, savings
accounts, and interest bearing deposits are secured by one or more of the types of
securities described in subparagraphs (@), (b), or (c) of this section.

e Banker's acceptances issued by domestic commercial banks possessing the
highest rating issued by a naiondly recognized rating agency, or Commercial
paper issued by domestic corporations which has received the highest rating
issued by anationaly recognized rating agency.

The City dso maintains an investment pool that is available for use by all funds and
separate investments accounts which are restricted for specific purposes. At March 31,
2007, the bank/financid ingtitute's baance of the City's investments was $2,103,327,
which was covered by federd depository insurance or by collaterd held by the City's
agent in the City’ s name.

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the
City will not be able to recover the value of itsinvestments or collateral securities that
are in the possession of an outside party. All fixed income securities shall be perfected
in the name or for the account of the City.

Interest Rate Risk

Interest rate risk is the risk that the fair value of the City's investments will decrease as a
result of increase in interest rates. The City will minimize the risk that the market value
of fixed income securitiesin the portfolio will fall due to changes in the general interest
rates by structuring the investment portfolio so that fixed income securities mature to
meet cash requirements for ongoing operations.
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Credit Risk

Credit risk is the risk that the City will not recover its investments due to the
ability of the counterparty to fulfill their obligation. The City will minimize credit
risk by pre-qualifying the financial institutions, broker/dealers, intermediaries, and
advisors with which the City will do business and by diversifying the portfolio so
that potential losses on individual fixed income securities will be minimized. As of
March 31, 2007, the City's investments were rated by Moody's Investment Service or
Standard & Poor's as follows:

Investment Type Rating

U.S. Agency Securities AAA
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(C) Capital Assets

Capital asset activity for the year ended March 31, 2007, was as follows:

Governmental Activities

Non-Depreciable Capital Asets
Land
Congruction in Progress
Total Non-Depreciable Capital Assts

Depreciable Capital Assts:
Buildings and Building Improvements
Machinery and Equipment
Infrastructure
Total Depreciable Capital Assts

Less Accumulated Depreciation:
Buildings and Building Improvements
Machinery and Equipment
Infrastructure
Total Accumulated Depreciation

Total Depreciable Capital Asets Net

Total Governmental Activities Capital Assts

Depreciation expense was charged to functions as follows

Policy Development and Adminigrative
Public Safety

Public Works

Parks and Recreations

Municipal Airport

Capital assets held by the government's internal service

funds are charged to the various functions based on their use of the assets

Total depreciation expense-governmenta activities
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Balance Balance

March 31, 2006 Additions Deductions March 31, 2007
$ 922438 $ 16908 $ $ 939,346
18,011 99,589 117,600
940,449 116,497 1,056,945
3,150,648 46,437 3,197,085
4,675,178 215,767 4,890,945
12,071,852 1,675,093 13,746,946
19,897,678 1,937,298 21,834,976
(1,133,538) (105,868) (1,239,406)
(3,085,252) (331,250) (3,416,502)
(6,519,374) (372,487) (6,891,862)
(10,738,165) (809,605) (11,547,770)
9,159,513 1,127,693 10,287,206
$ 10,099,962 $ 1244190 $ $ 11,344,151

$ 30,449

166,002

192,923

252,094

164,168

3,969

$ 809,605
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Business Type Activities

Water Fund:
Non-Depreciable Capital Asets
Land
Condtruction in Progress
Total Non-Depreciable Capital Asets

Depreciable Capital Asets
Buildings and Building Improvements
Machinery and Equipment
Infrastructure
Total Depreciable Capital Asxts

Less Accumulated Depreciation:
Buildings and Building Improvements
Machinery and Equipment
Infrastructure

Total Accumulated Depreciation

Total Depreciable Capital Assets, Net
Total Water Fund BusnessType Capital Asets

Electric Fund:
Non-Depreciable Capital Asets
Land
Condtruction in Progress
Total Non-Depreciable Capital Asets

Depreciable Capital Asets
Buildings and Building Improvements
Machinery and Equipment
Infrastructure
Total Depreciable Capital Asxts

Less Accumulated Depreciation:
Buildings and Building Improvements
Machinery and Equipment
Infrastructure

Total Accumulated Depreciation

Total Depreciable Capital Assets, Net

Total Electric Fund BusnessType Capital Assets

Balance Balance

March 31, 2006 Additions Deductions March 31, 2007
$ 56,932 $ - % $ 56,932
56,932 - 56,932

908,946 - 908,946

408,557 - 408,557
6,178,944 492,562 6,671,506
7,496,447 492,562 7,989,009
(456,362) (26,603) (482,965)
(211,797) (36,436) (248,233)
(2,112,749) (180,498) (2,293,247)
(2,780,909) (243,537) (3,024,446)
4,715,538 249,025 4,964,563

$ 4772470 $ 249025 $ $ 5,021,495
$ 58,400 $ - % $ 58,400
58,400 - 58,400

751,127 - 751,127

564,359 - 564,359
5,087,879 49,840 5,137,719
6,403,365 49,840 6,453,205
(480,705) (23,481) (504,186)
(355,106) (27,591) (382,697)
(3,723,690) (107,536) (3,831,226)
(4,559,501) (158,608) (4,718,109)
1,843,864 (108,768) 1,735,096

$ 1,902,264 $ (108,768) $ $ 1,793,496
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Balance Balance
March 31, 2006 Additions Deductions March 31, 2007
Sewer Fund:
Non-Depreciable Capital Asets
Land $ 94828 $ - 3% $ 94,828
Condtruction in Progress - - -
Total Non-Depreciable Capital Asets 94,828 - 94,828
Depreciable Capital Asts
Buildings and Building Improvements 6,721 - 6,721
Machinery and Equipment 312,783 - 312,783
Infrastructure 24,682,111 104,916 24,787,027
Total Depreciable Capital Assets 25,001,615 104,916 25,106,531
Less Accumulated Depreciation:
Buildings and Building Improvements (672) (224) (896)
Machinery and Equipment (211,591) (29,135) (240,726)
Infrastructure (8,333,370) (989,530) (9,322,900)
Total Accumulated Depreciation (8,545,632) (1,018,890) (9,564,522)
Total Depreciable Capital Assets Net 16,455,982 (913,973) 15,542,009
Total Sewer Fund Business Type Capital Assts $ 16,550,810 $ (913973) $ $ 15,636,837
Sanitation Fund:
Non-Depreciable Capital Asets
Land $ - 0% - 3% $ -
Condtruction in Progress - - -
Total Non-Depreciable Capital Asets - - -
Depreciable Capital Asts
Buildings and Building Improvements 84,878 - 84,878
Machinery and Equipment 907,198 12,037 919,235
Infrastructure 61,189 - 61,189
Total Depreciable Capital Assts 1,053,265 12,037 1,065,302
Less Accumulated Depreciation:
Buildings and Building Improvements (13,333) (2,829) (16,162)
Machinery and Equipment (565,394) (77,313) (642,707)
Infragtructure (4,549) (2,040) (6,588)
Total Accumulated Depreciation (583,275) (82,182) (665,457)
Total Depreciable Capital Asets Net 469,989 (70,145) 399,844
Tota Sanitation Fund Busness-Type Capital Assts $ 469,989 $ (70,145) $ $ 399,844

-37-




CITY OF MONETT, MISSOURI
NOTESTO THE FINANCIAL STATEMENTS
MARCH 31, 2007

Balance
March 31, 2006

Additions

Deductions

Balance
March 31, 2007

Fiber Fund:
Non-Depreciable Capital Asets
Land $ -
Congruction in Progress -

Total Non-Depreciable Capital Asets -

Depreciable Capital Asts
Buildings and Building Improvements -
Machinery and Equipment -
Infrastructure 577,542

13,172

590,714

Total Depreciable Capital Assets 577,542

Less Accumulated Depreciation:
Buildings and Building Improvements -
Machinery and Equipment -
Infragtructure (54,607)

13,172

590,714

(54,607)

Total Accumulated Depreciation (54,607)

Total Depreciable Capital Assets, Net 522,934

13,172

(54,607)

536,107

Tota Fiber Fund Busness-Type Capital Assts $ 522,934

13,172

536,107

Depreciation expense was charged to functions as follows:

Water
Electric
Sewer
Sanitation
Fiber optic

Total depreciation expense - business-type activities

- 38 -

$

243537
158,608
1,018,890

82,182

1,503,216




CITY OF MONETT, MISSOURI

NOTESTO THE FINANCIAL STATEMENTS

MARCH 31, 2007

(D) Long-Term Obligations

The following is a summary of changes in long-term debt for the City for the year

ended March 31, 2007:

Governmental Activities
General obligaiton bonds
Revenue bonds

Total Bonds Payable
Notes Payable
Capital Lease Obligations

Total Governmenta Activities Long-Term Liabilities

Business Type Activities

Sanitary Sewerage System Fund

Revenue Bonds

General obligation bonds
Water System Fund

Capital Lease Obligations
Sanitation System Fund

Capital Lease Obligations

Total Business Type Activities Long-Term Liabilities

Total Governmenta Activities and Business
Type Activities Long- Term Liabilities

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
$ 148000 $ $ 11,875 $ 136,125 $ 12,361
6,695,000 345,000 6,350,000 350,000
6,843,000 356,875 6,486,125 362,361
1,450,000 1,300,000 150,000 50,000
1,079,310 3,000,000 225,054 3,854,256 304,256
$ 9,372,310 $ 3,000,000 $ 1,881,929 $10,490,381 $ 716,617
$ 9,130,000 $ $ 325,000 $ 8,805,000 $ 335,000
380,000 15,000 365,000 15,000
640,556 61,583 578,973 63,788
52,985 52,985
$10,203541 $ $ 454568 $ 9,748,973 $ 413,788
$19,575,851 $ 3,000,000 $ 2,336,497 $20,239,354 $ 1,130,405
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Debt service requirements on long-term debt at March 31, 2007 are as follows:

The annual Governmental Activities debt service requirements to maturity, including
principal and interest, for long-term debt as of March 31, 2007, are as follows:

Fiscal Year Governmental Activities
Ended General Obligations Bonds Revenue Bonds Notes Payable
March 31 Principal Interest Principal Interest Principal Interest
2008 $ 12,361 % 6,765 $ 350,000 $ 285920 $ 50,000 $ 4,500
2009 12,975 6,151 355,000 275,428 50,000 3,000
2010 13,620 5,506 360,000 263,448 50,000 1,500
2011 14,296 4,829 1,120,000 235,868
2012 15,007 4,118 214,587
2013-2017 67,866 8,637 858,351
2018-2022 1,072,938
2023-2027 1,072,938
2028-2030 4,165,000 643,763
$ 136,125 $ 36,006 $ 6350000 $ 4923239 $ 150,000 $ 9,000
Fiscal Year Governmental Activities (Cont'd) Total
Ended Capital Lease Obligations Governmental Activities
March 31 Principal Interest Principal Interest
2008 $ 304,256 $ 137,600 $ 716,617 $ 434,785
2009 345,000 79,455 762,975 364,034
2010 345,000 70,383 768,620 340,837
2011 345,000 61,310 1,479,296 302,007
2012 345,000 52,237 360,007 270,942
2013-2017 925,000 184,500 992,866 1,051,488
2018-2022 975,000 87,638 975,000 1,160,575
2023-2027 270,000 7,073 270,000 1,080,011
2028-2030 4,165,000 643,763

$ 385425 $ 680,196 $ 10,490,381 $ 5,648,441
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The annual Business Type Activities debt service requirements to maturity, including
principal and interest, for long-term debt as of March 31, 2007, are as follows:

Fiscal Year Business Type Activities
Ended General Obligation Bonds - Sewer Revenue Bonds - Sewer Capital Lease Obligation - Water
March 31 Principal Interest Principal I nterest Principal I nterest
2008 $ 15,000 $ 16,415 $ 335,000 $ 401,701  $ 63787 $ 19,996
2009 15,000 15,946 345,000 391,351 66,073 17,711
2010 15,000 15,440 355,000 379,678 68,440 15,345
2011 15,000 14,896 370,000 366,611 70,891 12,894
2012 15,000 13,699 325,000 341,334 73,429 10,354
2013-2017 90,000 61,549 2,250,000 1,512,539 236,353 14,905
2018-2022 115,000 35,425 2,790,000 902,063
2023-2027 85,000 8,021 2,035,000 194,345
2028-2030
$ 365,000 $ 181,391 $ 8,805,000 $ 4489622 $ 578,973 $ 91,205
Fiscal Year Business Type Activities (Cont'd) Total
Ended Capital Lease Obligation Business Type Activities
March 31 Principal I nterest Principal I nterest
2008 $ $ $ 413787 $ 438,112
2009 426,073 425,008
2010 438,440 410,463
2011 455,891 394,401
2012 413,429 365,387
2013-2017 2,576,353 1,588,993
2018-2022 2,905,000 937,488
2023-2027 2,120,000 202,366
2028-2030
$ $ $ 9748973 $ 4,762,218
Genera Obligation Bonds payable at March 31, 2007 are comprised of the following
individua issues:
4.15% General Obligation Bonds, Neighborhood Improvement $ 136,125
District Bonds Series 2006, due through September 6, 2015
2.00% to 510% Genera Obligation Bonds, Neighborhood 365,000
Improvement District Bonds Series 2004 due through September
1, 2024, cdlable on or after September 1, 2009, at premiums
beginning at 102% of the principal amount decreasing to 100% on
September 1, 2014
Totd Genera Obligation Bonds $ 501,125
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Revenue bonds payable a& March 31, 2007 are comprised of the following individua
iSsues:

Tax Increment Financing fund:

1.25% to 3.80% Tax Increment Financing Revenue Bonds Series $ 2,185,000
2004 (Hwy 60 Redevdopment Project TIF #1) interest due

semiannually April 1 and October 1 with principal due annually

October 1; bonds maturing on October 1, 2010, shall be subject to

redemption beginning bonds maturing in October 1. 2010 are

subject to optional redemption on October 1, 2004 at 100% of the

principal.

5.00% Tax Increment Allocation Bonds Series 2006A (East Hwy 1,630,000
60 Infrastructure Project TIF #2) interest due semiannually January

1, and July 1, within principa and bonds maturing January 1, 2028

Optiona redemption beginning January 1, 2010, at 100% of the

principal.

5.25% Tax Increment Allocation Bonds Series 2006B ( RPA #1 2,535,000
Infrastructure Improvements Project TIF #2) interest due

semiannually January 1, and July 1, with in principal and bonds

maturing January 1, 2028 optiona redemption beginning January 1,

2010, at 100% of the principal .

Sewer system fund:

2.00% to 4.70% Combined Waterworks and Sewerage System 8,395,000
Revenue Bonds, (State Revolving Funds Program) Series, 2003,
due through January 1, 2025, callable on or after December 1, 2012

at 100% principal.
5.20% to 6.55% Sewerage Revenues Refunding Bonds, (State 410,000
Revolving Funds Program) Series 1992A, due through June 1,
2013.
Total revenue bonds payable $ 15,155,000
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Notes payable at March 31, 2007 consisted of the following obligations:

General fund:

3.00% Promissory Note (Business 60 Land) due 150,000

September 6, 2007, maturing September 6, 2009

Total notes payable $ 150,000

Capital Lease Obligations

Commerce Nationa Bank Lease Purchase Agreement 2004A, present value lease
payments of $200,000, interest at 3.3%, semiannual installments through November 1,
2011; leased property at the City of Monett Airport. Commerce National Bank Lease
Purchase Agreement 2004B, present vaue lease payments of $590,000, interest at
3.3%, semiannual installments through November 1, 2011; leased property at the City
of Monett Golf Course. Commerce Bank, National Association Lease Purchase
Agreement 2006, present value lease payments of $578,935, interest at 3.52%,
semiannual installments through December 1, 2014; leased water tower with option to
purchase property. UMB Lease purchase agreement, present value lease payments of
$64,256, interest at 3.75%, annual payments through August 2007, used to acquire fire
truck. Wells Fargo lease with the option to purchase agreement, present value lease
payments of $3,000,000, interest at 4.10%, annual payment through July, 2010, used to
fund police station project.

The future minimum lease obligations and net present value of the minimum lease
payments as of March 31, 2007, were asfollows:

Governmental Business Type

Fiscal Year Ended March 31, Activities Activities Total
2008 $ 38187 $ 8378 $ 465640
2009 665,318 83,784 749,102
2010 644,868 83,785 728,653
2011 624,418 83,785 708,203
2012 603,968 83,784 687,752
2013-2017 1,554,023 251,353 1,805,376
2018-2022 - - -
2023-2027 - - -
2028-2030 - - -
Total minimum lease payments 4,474,452 670,274 5,144,726
L essamountsrepresentinginterest (620,149) (91,339) (711,488)

Present valueof minimumleasepayments $ 3,854,303 $ 578935 $4,433,238
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Legal Debt margin —General Obligation Bonds

Article VI, Section 26 (b), (c), (d) and (e), Constitution of Missouri, limits the
outstanding amount of authorized general obligation bonds of a poalitical subdivision
to twenty-percent of the assessed valuation of the political subdivision (excluding
state-assessed railroad and utilities). The legal debt margin, computed excluding
state-assessed railroad and utilities, of the City at March 31, 2007 was:

Assessed Valuation

Real Estate $ 75,690,773
Personal Property 38,408,598
Total Assessed Valuation $114,099,371

The legal debt margin at March 31, 2007, was computed as follows:
General Obligation

Debt Limit $ 22,819,874
General Obligation

Bonds Payable 501,125
Legal Debt Margin $ 22,318,749

As of March 31, 2007, the City of Monett had $501,125 outstanding general
obligation bonds.

(E) Construction Commitments City of M onett

A summary of the City's commitments on uncompleted construction contracts:

Fund Contract Amount

Tax Increment Financing $ 1,174,884

(F) Ohligationsto Purchase Electric Power

Empire District Electric Company - City has an agreement with the Empire District
Electric Company to purchase exclusive eectric power and energy for the City of
Monett over a 20-year period, which began August 1989 and ends August 2009. The
rate paid per kilowatt hour for all scheduled energy is subject to power cost adjustments
computed every month.
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(G) Interfund Receivables, Payables, and Transfers

The composition of interfund baances as of March 31, 2007 is asfollows:

Receivable fund Payable Fund

Electric Fiber $ 505,390

Interfund payables and receivables are made for specific purposes for each fund, and
for overdraws of cash, both of which are made in the ordinary course of business.
Interfund payables and receivables are intended to be repaid in future years.

Interfund transfers:
Transfers
General fund Electric fund Total
$ 200,000 $ (200,000) $ -0-
Transfers
Water fund Sewer fund Total
$ 400,000 $ (400,000) $ -0-

All interfund transfers provided funding for general operations of each fund. These
transfers are permanent in nature, and are not intended to be repaid in future years.

(3) OTHER INFORMATION

(A) Employee Retirement Systems and Plans

The City participates in the Missouri Local Government Employees Retirement
System (LAGERYS), a statewide local government retirement system.

Missouri Local Government Employees Retirement System (LAGERS) Plan
Description

The City of Monett participates in the Missouri Local Government Employees
Retirement System (LAGERS), an agent multiple-employer public employee
retirement system that acts as a common investment and administrative agent for local
government entities in Missouri.

LAGERS is a defined benefit pension plan which provides retirement, disability, and
death benefits to plan members and beneficiaries.
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LAGERS was created and is governed by statute, Section RSMo 70.600-70.755. As
such, it is the system’'s responsibility to administer the law in accordance with the
expressed intent of the General Assembly. The plan is qualified under the Internal
Revenue Code Section 401(a) and it is tax exempt.

The Missouri Local Government Employees Retirement System issues a publicly
available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to LAGERS, P.O.
Box 1665, Jefferson City, MO 65102 or by calling 1-800-447-4334.

Funding Status

The City of Monett’s full-time employees do not contribute to the pension plan. The
political subdivision is required to contribute at an actuarialy determined rate; the
current rate is 11.9% (general), 11.8% (police), and 12.4% (fire) of annual covered
payroll. The contribution requirements of plan members are determined by the
governing body of the political subdivision. The contribution provisions of the
political subdivision are established by state statute.

Annual Pension Cost

For 2006, the political subdivision’s annual pension cost of $514,468 was equal to the
required and actual contributions. The required contribution was determined as part
of the February 29, 2004 and/or February 28, 2005 annual actuarial valuation using
the entry age actuarial cost method. The actuarial assumptions as of February 28,
2005 included (a) a rate of return on the investment of present and future assets of
7.5% per year, compounded annually, (b) projected salary increases of 4.0% per year,
compounded annually, attributable to inflation, (c) additional projected salary
increases ranging from 0.0% to 6.0% per year, depending on age, attributable to
seniority/merit, and (d) pre- and post-retirement mortality based on the RP-2000
Combined Healthy table set back O years for men and O years for women and (€) post
retirement mortality based on the 1971Group Annuity Mortality table projected to
2000 set back 1 year for men and 7 years for women.

The actuarial value of assets was determined using techniques that smooth the effects
of short-term volatility in the market value of investments over a five-year period. The
unfounded actuarial accrued liability is being amortized as a leve of percentage of
projected payroll on a closed basis. The amortization period at February 28, 2006 was
15 years.
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Three-Year Trend Information

Annual Percentage of
Fiscal Year Pension APC Net Pension
Ending Cost APC Contributed Obligation
6/30/2004 476,080 100% $ -0-
6/30/2005 521,097 100% -0-
6/30/2006 514,468 100% -0-

Contribution Information

All Monett City full-time employees participate in LAGERS. The payroll for
employees covered by LAGERS for the year ended March 31, 2007, was $4,361,601;
the City’s total payroll was $4,697,592. All City full-time employees are digible to
participate in LT-10 LAGERS Program. Employees who retire at or after age 60 (55
for police and fire employees) with 5 years of credited service are entitled to a
retirement benefit, payable monthly for life, equal to 1.60 percent of their final-
average salary for each year of credited servicee Final-average salary is the
employee's monthly average of gross salary paid an employee during the period of
sixty months or, if an eection has been made in accordance with the plan, thirty-six
consecutive months or credited service producing the highest monthly average within
the last 120 months of credited service. Benefits fully vest on reaching 5 years of
service. Vested employees may retire at or after age 55 (age 50 for police and fire
employees) and receive reduced retirement benefits.

(B) Litigation and Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment
by grantor agencies, principally the federa government. Any disallowed claims,
including amounts aready collected, may congtitute a liability of the applicable funds.
The amount, if any, of expenditures that may be disallowed by the grantor as a result of
these audits is not believed to be material.

In the norma course of business, the City is involved in various legal proceedings.
Although the outcome of these proceedings is not presently determinable, it is the
opinion of the City legal counsdl that the resolution of these matters will not have a
material adverse effect on the financia position of the City.
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(©) Risk Management

The City is exposed to various risks, such as property exposures, automobile liability,
workers compensation claims, equipment losses, general liability claims, and the
costs associated with an employee health plan. For property exposures, the City
purchases an al-risk insurance policy. This property insurance presently carries a
primary deductible of $5,000. While coverage is purchased for City-owned equipment,
the comprehensive or collision exposure to City-owned vehicles is self-insured. Neither
liability claims nor property losses have exceeded the limits of coverage.

The workers compensation plan covers all City employees, while the health plan
covers dl full time City employees.

The City is exposed to various risks of loss related to torts: theft or, damage to, and
destruction of assets, errors and omissions; injuries to employees; and natural
disasters. The City maintains commercial insurance coverage for property damage and
various Missouri Official’s bonds. Management believes coverage is sufficient to
preclude any significant uninsured losses to the City.
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