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KEVIN G. HUDSON, C.P.A.

1013 Main Street Phone: (660) 359-6566
Trenton, Missouri 64683 Fax: (660) 359-6577
E-mail: khudson@grm.net

Independent Auditors' Report on Basic Financial Statements

The Honorable Mayor and
Members of the Board of Aldermen
City of Savannah, Missouri 64485

I have audited the accompanying basic financial statements of the City
of Savannah, Missouri, as of September 30, 2007, and for the year then
ended. These basic financial statements are the responsibility of the
City of Savannah, Missouri's, management. My responsibility is to
express an opinion on these basic financial statements based on my
audit.

I conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable
to financial audits contained in Governmental Auditing Standards
issued by the Comptroller General of the United States. Those
standards require that I plan and perform the audit to obtain
reasonable assurance about whether the basic financial statements are
free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the basic
financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well
as evaluating the overall basic financial statement presentation. I
believe that my audit provides a reasonable basis for my opinion.

As discussed in Note 1 to the basic financial statements, generally
accepted accounting principles require that fixed assets be recorded
at historical cost or a reasonable estimation thereof. Management has
elected to state various items of fixed assets at insurance estimates
of value as of September 30, 2007. The effects of this departure from
generally accepted accounting principles has not been determined.

In my opinion, except for the effect on the basic financial statements
of the item mentioned in the previous paragraph, the basic financial
statements referred to above present fairly in all material respects,
the financial position of the City of Savannah, Missouri as of
September 30, 2007 and the results of operations and cash flows of its
Proprietary Fund Types for the year then ended, in conformity with
generally accepted accounting principles.



Independent Auditors' Report on Basic Financial Statements
(Concluded)

In accordance with Government Auditing Standards, I have also issued
a report dated January 11, 2008 on my consideration of the City of
Savannah’s internal control over financial reporting and on my tests
of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of my testing of internal control
over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of my audit.

The management's discussion and analysis and budgetary comparison
information 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. I have applied
certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation
of the supplementary information. However, I did not audit the
information and express no opinion on it.

o4

KLUVA}ElLLWM,LFQ.

Kevin G. Hudson, C.P.A.
Certified Public Accountant
January 11, 2008



City of Savannah, Missouri
Management’s Discussion and Analysis
For the Year Ended September 30, 2007

(Unaudited)

The discussion and analysis of the City of Savannah, Missouri's
financial performance provides an overview of the cities financial
activities for the fiscal year ended September 30, 2007. Please read
it in conjunction with the cities financial statements, and other
supplemental information, which immediately follow this section.

Financial Highlights
Key financial highlights for 2007 are as follows:

* The cities total net assets are $7,864,641 as compared to
$3,753,860 in the prior year. This 1ncrease is due to the
construction of the water treatment plant. The Governmental
Activities net assets are $2,151,140 as compared to $1,353,077
in the prior year and the proprletary funds net assets were

$5,713,501 as compared to $2,400,783 in the prior year.

* Total revenues of the governmental funds were $1,864,042, for a
increase of $80,315 or 4.50% over the prior years revenues of
$1,783,727.

* Total revenues of the proprietary funds were $6,012,200 for an
increase of $3,463,402 over prior year total revenues of
$2,548,798. This increase is due to the bond proceeds recelved
for the construction of the water treatment plant.

* Expenditures for the cities governmental funds of $1,831,443,
decreased $188,508, or 9.33% over the prior year expenditures
of $2,019,951.

* Expenditures for the cities proprietary funds of $2,379,434,
increased $273,889 or 13.00% over the prior year expenditures of
$2,105,545.

Overview of the Financial Statements

This financial section of the annual report consists of three parts:

* Management's discussion and analysis (this section),

*  Financial statements (City-wide and fund financial
statements), including notes to the basic financial
statements, and

*  Supplemental information



City of Savannah, Missouri
Management's Discussion and Analysis (Continued)
For the Year Ended September 30, 2007
{(Unaudited)

Overview of the Financial Statements (Concluded)

The financial statements consist of two different kinds of statements
that present different views of the Cities financial activities.

* City-wide financial statements - provide both short-term and
long-term information about the cities overall financial
status. The city-wide financial statements include the
Statement of Net Assets and Statement of Activities.

* The remaining statements are fund financial statements that
focus on individual funds of the City, reporting the cities o
operations in more detail than the city-wide statements. The
fund financial statements present each of the cities funds,
without regard to major or non major funds.

The financial statements also include notes that explain some of the
information in the financial statements and also provide more detailed
data. The statements are followed by a section of supplementary
information that further explains and supports the financial
statements.,

City-wide statements

The City-wide statements report information about the city as a whole
using accounting method similar to those used by private-sector
companies. The two city-wide statements report the cities net assets
and how they have changed. Net assets (the difference between the
cities assets and liabilities) is one way to measure the cities
financial health or financial position.

* Over time, increases or decreases in the cities net assets are
an indicator of whether its financial position is improving or
deteriorating, respectively.

* To assess the cities overall health, you need to consider
additional non-monetary factors such as changes in the cities
property tax base and the condition of buildings and other
facilities.

In the city-wide financial statements, the cities activities are
categorized as governmental activities.

Governmental Activities: All of the cities basic services are
included here such as general administration, police, street,
parks and recreation. Property taxes, sales taxes and
intergovernmental revenues finance most of these activities.




City of Savannah, Missouri
Management’s Discussion and Analysis (Continued)
For the Year Ended September 30, 2007
(Unaudited)

Fund Financial Statements

The fund financial statements provide more detailed information about
the cities funds, focusing on its mos significant or "major" funds -
not the city as a whole. Funds are accounting devices the city uses
to keep track of specific sources of funding and spending on

particular programs. All funds are required by state law and by bond
covenants.

The City maintains two types of funds:
* General Funds - Most of the cities basic services are included
in the general fund.
* Special Revenue Fund - Special funds include all the funds
other than the general fund such as street, park, tax and

recycling.
2006-2007
Statement of Net Assets
Governmental Proprietary
Activities Funds
Current and other assets $ 956,945 $11,062,615
Capital assets 4,374,894 6,630,277
Total assets $ 5,331,839 $17.692,892
Lease payable - 483,673
Bond payable 3,180,000 11,283,750
Other liabilities 699 211,968
Total liabilities 3,180,699 11,979,391
Net assets:
Contributed Capital - 365,000
Restricted - 10,103,482
Unrestricted 2,151,140 (4,754,981)
Total net assets 2,151,140 5,713,501
2005-2006
Statement of Net Assets
Governmental Proprietary
Activities Funds
Current and other assets S 571,096 $ 6,589,121
Capital assets 4,117,630 4,737,668
Total assets $ 4,688,726 $11,326,789
Lease payable = 513,556
Bond payable 3,335,000 8,266,250
Other liabilities 649 146,200
Total liabilities 3,335,649 8,926,006
Net assets
Contributed Capital - 365,000
Restricted - 5,605,478
Unrestricted 1,353,077 (3,569,695)
Total net assets $ 1,353,077 $ 2,400,783




City of Savannah, Missouri
Management’s Discussion and Analysis (Concluded)
For the Year Ended September 30, 2007
(Unaudited)

Statement of Activities
The following tables reflect the revenues and expenses for the cities

activities for the years ended September 30, 2007 and September 30,
2006.

2006-2007
City of Savannah’s Statement of Activities

Revenues Expenditures

General s 588,757 $ 901,146
Special Revenue 1,210,327 873,117
Debt Service 64,958 57,180
Water 950,179 556,057
Sewer 655,044 329,608
Sanitation 211,863 193,587
Golf Course 536,589 554,934
Total $ 4,217,717 S 3,465,629

2005-2006
City of Savannah’s Statement of Activities

Revenues Expenditures

General S 575,520 $ 926,938
Special Revenue 1,137,805 1,034,935
Debt Service 70,402 58,078
Water 866,845 545,344
Sewer 639,719 329,400
Sanitation 216,318 170,187
Golf Course 523,278 481,988
Total $ 4,029,887 $ 3,546,870

Revenues for the water, sewer, sanitation fund are based on actual
water, sewer and sanitation services used. The amount of usage
fluctuates with the weather each year. Revenues for one department
are not used towards expenses in another department.



City of Savannah, Missouri
Management’s Discussion and Analysis (Concluded)
For the Year Ended September 30, 2007

2006-2007
Combined Statement of Revenues and Expenditures
Govermmental Proprietary
Activities Funds
Revenues $ 1,864,042 $ 6,012,200
Expenditures 1,831,443 2,379,434
Excess of (deficiency) of
revenues over (under)
expenditures 32,599 3,632,766
Transfers 353,200 (320, 048)
Fund balance, October 1, 2006 570,447 2,400,783

Fund balance, September 30, 2007 $ 956,246 $ 5,713,501

2005-2006
Combined Statement of Revenues and Expenditures
Governmental Proprietary
Activities Funds
Revenues $ 1,783,727 $ 2,548,798
Expenditures 2,019,951 2,105,545
Excess of (deficiency) of
revenues over (under)
expenditures (236,224) 443,253
Transfers 358,300 (349,700)
Fund balance, October 1, 2005 448,371 2,307,230

Fund balance, September 30, 2006 $ 570,447 $ 2,400,783

The governmental activities consist of the general, special revenue
and debt service funds. The proprietary funds consist of the water,
sewer, sanitation and golf course funds.

Financial Contact

The cities financial statements are designed to present users with a
general overview of the cities finances and to demonstrate the cities
accountability. Any questions regarding the report or to request
additional information should be directed to Janice Hatcher, City
Clerk/City Administrator, City Hall, Savannah, Missouri 64485.

.



City of Savannah, Missouri
Statement of Net Assets
For the Year Ended September 30, 2007

Governmental
Activities

Assets:
Cash $ 713,934
Cash Held Under Protest 32,704

Receivables (net of allowance
for uncollectible):

Taxes 22,623
Loans 181,263
Assessments 5,861
Bond Issue Fee (net of amortization) 560
Capital Assets (net of depreciation) 4,374,894
Total Assets $ 5,331,839

Liabilities and Fund Equity

Accrued Interest $ 699

Bonds Payable 3,180,000
Total Liabilities 3,180,699
Net Assets
Unreserved:

Undesignated 2,151,140
Net Assets $ 2,151,140

The accompanying notes to the basic financial statements
are an intergral part of this statement

8
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Assets:
Cash
Cash Paid Under Protest
Loan Receivable
Taxes Receivable, net of
allowance for doubtful
accounts
Assessment Receivable
Bond Issue Fee, net of
amortization

Total Assets

Liabilities and Fund Equity
Liabilities:
Accrued Interest
Total Liabilities

Fund Equity:
Fund Balance
Unreserved

Total Fund Equity

Total Liabilities and
Fund Equity

City of Savannah, Missouri

Balance Sheet - Governmental Funds
For the Year Ended September 30, 2007

General

$ 30,508
32,704

11,093
2,470

$ 76,775

76,775
76,775

$ 76,775

Special
Revenue

$ 548,079

7,916
3,391

560

$ 559,946

559,946
559,946

$ 559,946

Amounts reported in the Statement of Net Assets are different because:

Debt
Service
Fund

$ 135,347

181,263

3,614

$ 320,224

699
699

319,525
319,525

$ 320,224

Capital assets used in governmental activities are not financial resources and therefore

are not reported in the funds.

Long-term liabilities are not due in the current period and therefore are not reported

in the funds:

Net assets of governmental activities

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

Totals
Primary
Government
{(Memorandum

Only)

$ 713,934
32,704
181,263

22,623
5,861

560
§ 956045

699
699

956,246
956,246

4,374,894

(3,180,000)

$ 2,151,140



Revenues:
Taxes
Operations
Interest
Intergovernmental
Other

Total Revenues

Expenditures:

General Funds:

General Operations

Police Department

Fire Department

Street Department

Street Drainage,NID Princ, COP
Debt Service:

Principal Retirement

Interest and Fiscal Charges

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Operating Transfers In
Operating Transfers Out

Total Other Financing
Sources (Uses)
Excess (Deficiency) of Revenues
and Other Financing Sources
Over (Under) Expenditures and
Other Financing (Uses)

Fund Balance, October 1

Fund Balance, September 30

City of Savannah, Missouri
Combined Statement of Revenues, Expenditures
and Changes in Fund Balance
All Governmental Fund Types
For the Year Ended September 30, 2007

General
Fund

$471,549
2,749

114,459
588,757

356,659
302,802

34,133
207,552

901,146

(312,389)

360,300

360,300

47,911

28,864

$ 76,775

Special Debt

Revenue Service

Fund Fund
$ 875,389 $ 52,460
67,260 -
20,098 12,498
204,795 -
42,785 -
1,210,327 64,958
303,506 -
1,813 -
283,968 -
283,830 -
- 45,000
- 12,180
873,117 57,180
337,210 7,778
270,900 -
(278,000) -
(7,100) -
330,110 7,778
229,836 311,747
$ 559,046 $ 319,525

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

11

Totals Primary
Government
(Memorandum

Only)

$ 1,399,398
67,260
35,345

204,795
157,244

1,864,042

660,165
304,615

34,133
491,520
283,830

45,000

12,180
1,831,443

32,599

631,200

(278,000)

353,200

385,799

570,447

§_956246



City of Savannah, Missouri
Statement of Net Assets - Proprietary Fund
For the Year Ended September 30, 2007

Assets

Current Assets:
Cash
Restricted Cash
Investments
Receivables (net of allowance
for uncollectible)
Accounts
Interest

Total Current Assets

Property, Plant & Equipment

net of accumulated depreciation
Deferred Bond Issuance Costs,
net of accumulated amortization

Total Assets

Liabilites and Fund Equity
Current Liabilities:
Customer Deposits
Interest Payable
City Revolving Loan, current
Lease Payable, current
Bonds Payable, current

Total Current Liabilities

Noncurrent Liabilities:
Revenue Bonds Payable
Lease Payable

Total Current Liabilties
Total Liabilities

Net Assets:
Contributed Capital
Restricted
Unrestricted

Total Net Assets

Total Liabilities and
Fund Equity

The accompanying notes to the basic financial statements

are an integral part of this statement

12

Enterprise
Fund

$ 521,350
10,181,706
218,560

132,403
1,263

11,055,282

6,630,277
7,333

$ 17,602,802

$ 78,224
123,855
9,889

25,000
295,000

531,968

10,988,750
458,673

11,447,423
11,979,391

365,000
10,103,482

(4.754,981)
5,713,501

$ 17,692,802



City of Savannah, Missouri

Combined Statement of Revenues, Expenses and Changes in

Net Assets - All Proprietary Fund Types
For the Year Ended September 30, 2007

Operating Revenues:
Charges for Services
Bond Proceeds
Other

Total Operating Revenues

Operating Expenses:
Cost of Goods Sold
Depreciation and Amortization
Salaries and Wages
Materials and Supplies
Repairs and Maintenance
Other Operating Expenses

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):

Donations
Interest Income
interest Expense & Fiscal Charges

Total Nonoperating Revenues
Expenses

Income (Loss) Before Operating
Transfers

Operating Transfers:

Operating Transfers In
Operating Transfers Out

Total Operating Transfers

Net income (Loss)

Retained Earnings, October 1

Retained Earnings, September 30

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

13

Enterprise
Fund

$ 2,368,441
3,252,191
72,397

5,693,029

580,437
388,880
177,738

88,093
719,309

1,954,457
3,738,572

319,171
(424,977)

{105,806)
3,632,766

813,340
(1,133,388)
(320,048)

3,312,718

2,400,783

$5,713.501
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Note 1:

City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

Summary Of Significant Accounting Policies

The City of Savannah, Missouri (the *City") is
incorporated under the provisions of the State of
Missouri. The City operates under the control of an
elected mayor/council (5 members) administrative and
legislative form of government and provides the following
services as authorized by its charter: police, police
training, narcotics control, fire, street, economic
development, parks and recreation, gas tax, revenue
sharing, water and sewer, landfill, cemetery, Duncan
Community Development, golf course, Clasbey Community
Center and general administration.

The more significant of the government's accounting
policies are described below.

The Reporting Entity

In evaluating how to define the City for financial
reporting purposes, management has considered all
potential component units. The decision to include a
potential component unit in the reporting entity was made
by applying the criteria set forth in GAAP. The basic -
but not the only - criterion for including a potential
component unit within the reporting entity is the
governing body's ability to exercise financial
accountability. The most significant manifestation of
this ability is financial interdependency. Other
manifestations of the ability to exercise financial
accountability include, but are not limited to, the
selection of governing authority, the designation of
management, the ability to significantly influence
operations and accountability for fiscal matters.

The other criterion used to evaluate potential component
units for inclusion or exclusion from the reporting
entity is the existence of special financing
relationships, regardless of whether the City is able to
exercise financial accountability.

Based upon the application of this criteria, management
of the City of Savannah, Missouri, has determined that no
other outside agency meets the above criteria and
therefore, no other agency has been included as a
component unit in the City's financial statements.
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City of Savannah, Missouri
Notes to the Basic Purpose Financial Statements
September 30, 2007
Note 1l: Summary Of Significant Accounting Policies (Continued)

B. Basis of Presentation

Government-wide Financial Statements:

The Statement of Net Assets and Statement of Activities
display information about the reporting government as a
whole. They include all funds of the reporting entity
except fiduciary funds. The statements distinguish between
government and business-type activities. Government
activities are generally financed through taxes,
intergovernmental revenues, and other nonexchange
revenues. Business-type activities are financed in whole
or in part by fees charged to parties for goods or
services.

Fund Financial Statements

The accounts of the City are organized on the basis of
funds, each of which is considered a separate accounting
entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts which are
comprised of each fund's assets, liabilities, fund equity,
revenues and expenditures or expenses, as appropriate.
The various funds are summarized by type in the financial
statements. The following fund types are used by the City.

Governmental Fund Tvpes

Governmental Funds are those through which most
governmental functions of the City are financed. The
acquisition, use and balances of the City's expendable
financial resources and the related liabilities (except
those accounted for in proprietary funds) are accounted

for through Govermmental Funds. The measurements focus

is upon determination of changes in financial position rather
than upon net income determination. The following are the
City's governmental fund types:

General Fund - Is the principal operating fund of the City and
is always classified as a major fund. It is used to account
for all financial resources except those required to be
accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to
account for the proceeds of specific revenue sources

(other than special assessments, expendable trusts or

major capital projects) that are legally restricted to
expenditures for specified purposes. The Special Revenue
Funds of the City of Savannah consist of the Parks and
Recreation Fund, Police Training Fund, Street Drainage, NID
Principle, Gas Tax Fund and the Sales Tax Fund.

-16-



City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 1: Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation (Continued)

Debt Service Fund - The Debt Service Fund is used to
account for the accumulation of resources for and the
payment of interest and principal on general long-term
debt.

Proprietary Fund Tvpes

Proprietary Funds are used to account for and report those
governmental activities that are designed to be self-
supporting. The measurement focus is upon determination
of net income.

Proprietary funds are reported in accordance with GASE
Statement No.20, ‘Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that
Use Proprietary Fund Accounting.’ This standard requires
that all applicable Governmental Accounting Standards
Board (GASB) pronouncements, Financial Accounting
Standards Board (FASB) Statements and Interpretations,
Accounting Principles Board (APB) Opinions, and Accounting
Research Bulletins (ARB’s) issued on or before November
30, 1989 be applied to proprietary activities unless they
(FASB statements and Interpretations, APB Opinions, and
ARB’s) conflict with or contradict GASB pronoucements.

GASB Statement No.20 also states that proprietary
activities may elect to apply all FASB Statements and
Interpretations issued after November 30, 1989, except
for those that conflict with or contradict GASB
pronouncements. Proprietary activities under the control
of the City will not elect to apply FASB Statements and
Interpretations issued after November 30, 1989, unless
they are adopted by GASB.

Measurement Focus:

On the government-wide Statement of Net Assets and Statement
of Activities, both governmental and business-type activities
are presented using the economic measurement focus. The
objectives of which are the determination of operating income,
changes in net assets, financial position and cash flows. All
assets and liabilities associated with their activities are
reported.

In the fund financial statements, the current financial
resources measurement focus is used. This measurement focus
includes generally only current financial assets and
liabilities on the balance sheet. The operating statement
presents sources and uses of available and spendable
financial resources during a given period.
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City of Savannah, Missouri
Notes to the Basic Purpose Financial Statements
September 30, 2007
Note 1: Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation (Concluded)

Total Columns

Amounts in the ‘Total (Memorandum Only)’ columns in the
combined financial statements request a summation of the
combined financial statements line items of the fund types
and account groups are presented for analytical purposes
only. Data in these columns do not present financial
position, results of operations or changes in financial
position in conformity with generally accepted accounting
principles or represent data comparable to a consolidation.
The summation includes fund types that use different bases of
accounting and interfund transactions have been eliminated.

C. Basis of Accounting

In the government-wide Statement of Net Assets and Statement
of Activities, both governmental and business-type activities
are presented using the accrual basis of accounting. Under
the accrual basis of accounting, revenues are recognized when
earned and expenses are recorded when a liability is incurred
or economic assets used. Revenues, expenses, gains, losgses,
assets and liabilities resulting from exchange and exchange-
like transactions are recognized when the exchange takes
place.

The accounting and financial reporting treatment applied to a
fund is determined by its measurement focus. In the fund
financial statements, all governmental funds are accounted for
using a current financial resources measurement focus. With
this measurement focus, only current assets and current
liabilities generally are included on the balance sheet.
Operating statements of these funds present increases, i.e.,
revenues and other financing sources, and decreases, i.e.,
expenditures and other financing used, in net current assets.

The proprietary fund is accounted for on a flow of economic
resources measurement focus. With this measurement focus, all
assets and liabilities associated with the operation of this
fund are included on the balance sheet. Fund equity, i.e.,
net total assets, is segregated into contributed capital and
retained earnings components. Proprietary fund type operating
statements present increases, e.g., revenues and decreases,
e.g., expenses, in net total assets.
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 1: Summary of Significant Accounting Policies (Continued)

C. Basis of Accounting {Concluded)

In the fund financial statements, the modified accrual basis
of accounting is utilized by all governmental fund types.
Under the modified accrual basis of accounting, revenues are
recorded as collected unless susceptible to accrual, i.e.,
amounts measurable and available to finance the cities
operations or of a material amount and not received at the
normal time of receipt. Available means collectible within
the current period or soon enough thereafter to be used to pay
liabilities of the current period. Expenditures are recorded
when the related fund liability is incurred.

D. Budgets and Budgetary Accounting

The reported budgetary data represents the final approved
budget after amendments as adopted by the City's Board of
Aldermen. Amendments to the original budget were not
material and appropriations lapse at year-end. The
budgeted expenditures include encumbered amounts from the
previous fiscal year. The City's Board of Aldermen
follows these procedures in establishing the budgetary
data reflected in the financial statements:

(1) Prior to October 1, the city clerk obtains a list of
requested major acquisitions from each department head.
The list is submitted to the Board of Aldermen for
approval. At this time, the Board of Aldermen approves
all pay increases. Based on the approved list of major
acquisitions and approved salary increases and proposed
operating expenditures, the Board of Aldermen prepares the
budget for the fiscal year commencing October 1.

(2)  The City Clerk submits to the Board of Aldermen a
proposed operating budget. The operating budget includes
proposed expenditures and the means of financing them.

(3) Public hearings are conducted at City Hall to obtain
taxpayer comments.

(4) Prior to October 1, the budget is legally enacted
through passage of an ordinance.

(5) Formal budgetary integration is employed as a
management control device during the year for all funds.

(6) The Board of Aldermen may amend the budgets during
the vyear.
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City of Savannah, Missouri
Notes to the Basic Purpose Financial Statements
September 30, 2007 ‘
Note 1: Summary of Significant Accounting Policies (Continued)

D. Budgets and Budgetary Accounting (Concluded)

(7) Budgets for General, Special Revenue and Fiduciary
Funds are adopted on a basis consistent with generally
accepted accounting principals. Budgets for the
Enterprise Funds are adopted on a cash basis of accounting
while the financial statements have been prepared on the
accrual basis of accounting.

E. Compensated Absences

The City's policy on accumulated unpaid vacation, sick
pay, and other employee benefit amounts is such that any
accumulation of these benefits would not exceed a normal
year's cost; consequently, no accrual is necessary in the
Enterprise Funds and no further disclosure of the
liability is required in the Governmental Funds.

F. Inventories

Inventories are carried at the lower of cost or market
value with cost being determined on a first in, first out
(FIFO) basis of accounting. Inventory acquisitions in the
General Fund are charged as expenditures when purchased.

G. Use of Estimates in Preparing Financial Statements

The preparation of financial statements in conformity with
generally accepted accounting principles requires
management to make estimates and assumptions that affect
the reported amount of assets and liabilities and
disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts
of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

H. Total Columns on Combined Financial Statements - Overview

Total columns on the combined financial statements are
captioned "memorandum only" to indicate that they are
presented only to facilitate financial analysis. Data in
these columns do not present financial position or results
of operations and cash flows in conformity with generally
accepted accounting principles. The summation includes
fund types that use different basis of accounting and
interfund transactions that have not been eliminated.
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 1: Summary of Significant Accounting Policies (Continued)

I. Encumbrance Accounting

Encumbrance accounting, under which purchase order, contract
and other commitments for the expenditure of monies are
recorded in order to reserve that portion of the applicable
appropriation, is utilized as an extension of formal budget
integration in the governmental funds. For budgetary purposes
appropriations lapse at fiscal year end except for that
portion related to encumbrance amounts. Outstanding
encumbrances are reported as reservations of fund balances
and do not constitute expenditures or liabilities since the
commitments will be honored during the subsequent year.

Encumbrances outstanding at year end are carried forward to
the new fiscal year. Such encumbrances constitute the
equivalent or expenditures for budgetary purposes and,
accordingly, the accompanying financials statements present
comparisons of actual results to the budgets of governmental
funds on the budget basis of accounting.

J. Statement of Cash Flows

For the purpose of the Statement of Cash Flows, the
Enterprise Funds consider all highly liquid investments
with a maturity of three months or less when purchased to
be cash equivalents.

K. Property, Plant and Equipment

Property, plant and equipment of the city, including
capitalized interest, is stated at cost or estimated
historical cost. Contributions of fixed assets received
from Federal, state or local sources are recorded as assets
and contributed capital at fair market value at the time of
receipt. Additions, improvements and expenditures that
significantly extend the useful life of an asset are
capitalized.

In the government-wide financial statements, fixed assets are
accounted for as capital assets. All fixed assets are valued
at historical costs.

GASB 34 requires the City to report and depreciate new
infrastructure assets effective with the beginning of the
current year. Infrastructure assets include road, bridges, c
curbs and gutters, streets and sidewalks, drainage systems and
lighting systems. The retroactive reporting of infrastructure
assets is subject to an extended implementation period and is
first effective for fiscal years ending 2006. The city has
elected to implement the general provisions of GASB 34 in the
current year and implement he infrastructure provisions in
future vyears.
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 1l: Summary of Significant Accounting Policies (Continued)

K. Property and Equipment (Continued)

Depreciation of all exhaustible fixed assets is recorded as an
allocated expense in the Statement of Activities with
accumulated depreciation reflected in the Statement of Net
Assets. Depreciation is provided over the assets useful lives
using the straight-line method of depreciation. The range of
estimated useful lives by type of assets is as follows:

Plants, building and improvements 20 to 35 years
Equipment 3 to 7 years
Furniture and fixtures 5 to 7 years
Auto equipment 4 to 7 years
Tools 5 to 7 years

In the fund financial statements, fixed assets used in
governmental fund operations are accounted for as capital
expenditures of the governmental fund upon acquisition. Fixed
assets used in proprietary funds are accounted for the same as
in the government-wide financial statements.

L. Contributed Capital

Contributed Capital - 1980 General Obligation Bonds
represents bond issues proceeds or capital improvements to
the City's waterworks and sewage system.

M. Bond Issue Fees

Deferred bond issue costs relate to the issuance of various
revenue bonds of the city. The deferred costs are being
amortized over the life of the bonds.

M. Comparative Data

Comparative total data for the prior year has been
presented in some of the accompanying financial statements
in order to provide an understanding of changes in the
City's financial position and operations. However,
presentation of prior year totals by fund type have not
been presented in each of the statements since their
inclusion would make the statements unduly complex and
difficult to read.

0. Receivables

All taxes and service receivables of the City are reported
at their gross value and, where appropriate, are reduced
by the estimated portion that is expected to be
uncollectible. Estimated unbilled revenues from the
various funds are recognized at the end of each fiscal
year on a pro rata basis. The estimated amount is based
on billings during the month of September.
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Note

Note

City of Savannah, Missouri
Notes to the Basis Financial Statements
September 30, 2007

1: Summary of Significant Accounting Policies (Continued)
P. Reserves

Reserves are reported in the various funds to indicate
that a portion of the fund balance/retained earnings is
restricted for a specific purpose. Designations of fund
balance represent tentative management plans that are
subject to change.

2 Cash and Investments
Deposits

At September 30, 2007, the book balance of the City's
deposits (checking accounts) was $8,204,456 and the bank
balance was $8,314,199.

Investments

Missouri State Statutes authorized the City, with certain
restrictions, to deposit funds in open accounts, time
deposits and certificates of deposit. Statutes also
reguire that collateral pledged have a fair market value
equal to 100% of the funds on deposit, less insured
amounts. Collateral securities must be held by the City
or a disinterested third party and must be of the kind
prescribed by State Statutes and approved by the State.

Investments - The district may purchase any investments
allowed by the State Treasurer. These include (1) obligations
of the United States government or any agent or
instrumentality thereof maturing and becoming payable not
more than three years from the date of purchase, or (2)
repurchase agreements maturing and becoming payable within
ninety days secured by U.S. Treasury obligations of

U.S. government agencies or instrumentalities of any
maturity, as provided by law. At June 30, 2007 the city had
$218,560 invested in various money market accounts
certificates of deposit.

Interest Rate Risk - Interest rate risk is the risk that
changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the
maturity of an investment, the greater the sensitivity of its
fair value to changes in market interest rates. The District
has no formal investment policy regarding interest rate risk.

Investment Credit Risk - The District has no investment
policy that limits its investment choices other than the
limitation of state law as follows:

a. Direct obligations of the U.S. Government, its
agencies and instrumentalities to which the full faith and
credit of the U.S. Government is pledged, or obligations
to the payment of which the full faith and credit of the
State is pledged.
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City of Savannah, Missouri
Notes to the Basic Financial Statements

September 30,

Note 2:

b. Certificates of deposit or

2007

Cash and Investments (Concluded)

savings accounts that are

either insured or secured with acceptable collateral with in

state financial institutions,

and fully insured certificates

of deposit or savings accounts in out-of-state financial

institutions.

Concentration of Credit Risk - The District places no

limit on the amount it may invest in any one issuer.

September 30,2007,
credit risk.

At

the District had no concentration of

Credit Risgk Collateral
Category Bank Market
1 2 3 Balance Value
U.S. Treasury
Notes $8,104,456 $ - $ - $8,104,456  $8,104,456
FDIC Insurance 100,000 - - 100,000 100,000
Total Deposits and Investments $8,204,456 $8,204,456

The City has one cash account available for use by all
funds and several cash accounts available to specific

funds of the City.

Each fund type's portion of these

deposits are displayed on the combined balance sheet.

At September 30,
the City were as follows:

2007 the cash and cash equivalents for

Unrestricted
Cash in Drawer $ 50
Checking Account 1,236,010

Total Unrestricted Deposits $1,236,060
Restricted

Bond and Interest Fund:

Principal & Interest Checking $ 429,782

Reserve Checking 103,601

Depreciation Checking 78,029

SRF Principal & Interest Checking 158,870
Cemetery Fund

Certificates of Deposit 47,238
Nonexpendable Trust Fund

Certificates of Deposit 100,558
Alma Martin Trust

Certificates of Deposit 58,688
Utility Deposit Checking 88,067
Water Congtruction

Checking 6,077,393
General Fund

Cash Paid Under Protest 32,704

Clasbey Center Fund
Certificate of Deposit
Total Restricted Deposits

12,076

$7,187,006

The orxdinance authorizing the Waterworks and Sewage System
Revenue Bonds requires that the City establish various
resexve funds (Principal and Interest, Bond Reserve and

Depreciation and Replacement)

in an amount not less than

the maximum annual requirement for the payment of

principal and interest on the
—24 -
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

Note 3: Restricted Assets

Restricted Assets of the Enterprise Funds consist of
checking and certificates of deposit which have been set
aside, based on certain bond covenants to provide for the
redemption of bonds in future years and to service
outstanding debt as well as pay back customer security
deposits.

Note 4: Property Taxes

The City of Savannah's real estate taxes collected for the
year ending September 30, 2007 amounted to $291,085. This
represents approximately 97.24% of the current assessment
Property taxes attach as an enforceable lien on property if
not paid by the January 1 following the date of assessment.
Taxes are levied in September and are payable by December 31.
The City bills and collects the property taxes. City
property tax revenues are recognized when levied to the
extent that they result in current receivables.

The tax levy per $100 of assessed valuation for the City
of Savannah at September 30, 2007 is as follows:

General Fund $ .4947
Park and Recreation Fund .3157
Bond and Interest Fund .1620
Total S .9724

The assessed valuation for the City of Savannah at September
30, 2007 is as follows:

Real Estate $ 30,784,199

Total S 30,784,199

Note 5: Changes in Fixed Assets

A summary of the changes in general fixed assets for the vear
ended September 30, 2007 is as follows:

Beginning End
of Year Additions Deletions of Year
Land & Bldgs $2,389,364 S - - $2,389,364
Vehic & Equip 1,728,266 257,264 - 1,985,530
Totals §4,117,630 S 257,264 S - $4,374,894
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

Note 5: Changes in Fixed Assets (Concluded)

A summary of the proprietary fund type property, plant and
equipment is as follows:

Accumulated Book

Cost Depreciation Value
Land and Improvements $ 1,201,000 $ 656,645 S 544,355
Buildings 7,292,102 5,697,600 1,594,502
Plant Improvements 4,980,783 774,699 4,206,084
Plant Equipment 2,322,308 2,062,114 260,194
Auto Equipment 80,781 73,594 7,187

Tennis Courts 104,362 104,362 -
Baseball Diamond 32,405 14,450 17,955
Total $16,013,741 $ 9,383,464 S 6,630,277

A summary of the proprietary fund type bond issue fees is
as follows:

Accumulated Book

Cost Amortization Value
Bond Issue Fees ] 126,680 S8 119,347 S 7,333
Total S 126,680 S 119,347 S 7,333

Note 6: Changes in Long-Term Debt
The following is a summary of each of the bond and lease
transactions of the City for the year ended September 30,
2007 broken down by type.

SRF Water Pollution Revenue Bonds

Bonds Payable, October 1, 2006 $ 331,250
Add: Bonds Issued -

Less: Bonds Retired (62,500)
Bonds Payable, September 30, 2007 S 268,750

The city has received $700,000 from the State
Environmental Improvement and Energy Resources Authority,
State Revolving Fund Program for water pollution control
improvements. As of September 30, 2001, the city received
$700,000. The rates on the bonds are 5% to 7.2% to be
paid in annual installments from $10,000, January 1, 1996
to $67,000 on January 1, 2015. The city will receive
credit for a portion of the interest.
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City of Savannah, Missouri

Notes to the Basic Financial Statements

September 30,

2007

Note 6: Changes in Long-Term Debt (Continued)

SRF Water Pollution Revenue Bond (Concluded)

Debt service requirements to maturity are:

Year Ended
September 30,

2008
2009
2010
2011
2012
Totals

General Obligation B

Principal Interest Total
[ 55,000 S 33,061 $ 88, 061
57,000 29,197 86,197
59,000 25,092 84,092
60,000 20,808 80, 808
37.750 16,416 54,166
s 268,750 S 124,574 § 393,324

onds

The following is a summary of the General Obligation Bonds
of the City as of September 30, 2007.

Bonds Payable, Oct 1, 2006

Add - Bond Issued
Less - Bonds Reti

red

Bonds Payable Sept 30, 2007

Swimming
Pool

$ 385,000

(45,000)
340,000

$650,000 swimming pool serial bonds, dated

June 1, 1994, due in annual installments of

$5,000 to $70,000 commencing March 1, 1995
interest rates are
3.75% to 6.15%, payable March 1 and

through March 1,

September 1.

2014;

General Obligation Bonds (Concluded)

Debt service requirements to maturit

pool bonds are as fol

Year Ended
September 30,

lows:

$ 340,000

y for the swimming

2008
2009
2010
2011
2012
2013

Totals

Principal Interest Total
s 50,000 S 10,880 8 60,880
55,000 9,367 64,367
55,000 7,635 62,635
55,000 5,738 60,738
65,000 3,529 68,529
60,000 1,155 61,155
s 340,000 S 54,705 S 394,705
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 6: Changes in Long-Term Debt (Continued)

Revenue Bonds

The following is a summary of the revenue bonds for the
City as of September 30, 2007.

2004 Water
Bonds

Bonds Payable, Oct 1, 2006 $7,400,000
Add - Bond Issued -
Less - Bonds Retired (200,000)
Bonds Payable Sept 30, 2007 $7,200,000
$7,375,000 waterworks and sewerage system
revenue bonds dated, March 2004, due in
varying annual installments of $170,000 to
$545,000 through 2024; interest rates are
2.25% to 4.75%, payable March 1 and
September 1. $7,200,000

Debt service requirements to maturity for the 2004
Waterworks System Revenue bonds are as follows:

Year Ended

September 30, Principal Interest Total

2008 S 200,000 S 284,568 $ 484,568
2009 235,000 278,646 513,646
2010 255,000 270,989 525,989
2011 265,000 262,864 527,864
2012 275,000 254,049 529,049
2013-2017 1,810,000 1,038,314 2,848,314
2018-2022 2,455,000 620,986 3,075,986
2023-2024 1,705,000 69,875 1,774,875
Totals $ 7,200,000 $ 3,080,291 $10,280,291

The following is a summary of the Water System revenue bonds
for the City as of September 30, 2007.

2007 Water

Bonds

Bonds Payable, Oct 1, 2006 S -
Add - Bond Issued 3,300,000

Less - Bonds Retired -
Bonds Payable Sept 30, 2007 $3,300,000
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 6: Changes in Long-Term Debt (Continued)

Revenue Bonds (Concluded)

$3,300,000 waterworks and sewerage system
revenue bonds dated, April 2007, due in
varying annual installments of $60,000 to
$750,000 through 2026; interest rates are
4.00% to 4.80%, payable December 1 and

June 1. $3,300,000

Debt service requirements to maturity for the 2007
Waterworks System Revenue bonds are as follows:

Year Ended

September 30, Principal Interest Total

2008 $ 60,000 S 177,745 § 237,745
2009 70,000 156,270 226,270
2010 80,000 151,870 231,870
2011 90,000 148,470 238,470
2012 115,000 144,083 259,083
2013-2017 480,000 725,318 1,205,318
2018-2022 635,000 518,494 1,153,494
2023-2024 1,770,000 226,144 1,996,144
Totals $ 3,300,000 S 2,248,394 $_5,548,394

The following is a summary of the NID Principle bonds for the
City as of September 30, 2007.

NID Principal

Bonds
Bonds Payable, Oct 1, 2006 S 47,000
Add - Bond Issued -
Less - Bonds Retired (2,000)
Bonds Payable Sept 30, 2007 s 45,000
$51,000 Neighborhood Improvement District
Bonds dated, May 2002, due in
varying annual installments of $2,000 to
$4,000 through 2022; interest rates are
5.25% to 6.00%, payable March 1 and
September 1. 8 45,000

Debt service requirements to maturity for the NID Principle
Bonds are as follows:

Year Ended

September 30, Principal Interest Total

2008 $ 2,000 $ 2,573 ¢ 4,573
2009 2,000 2,467 4,467
2010 2,000 2,363 4,363
2011 2,000 2,258 4,258
2012 2,000 2,153 4,153
2013-2017 15,000 8,250 23,250
2017-2022 20,000 3,000 23,000
Totals S 45,000 S 23,064 $ 68,064
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City of Savannah, Missouri
Notes to the Basgsic Financial Statements
September 30, 2007

Note 6: Changes in Long-Term Debt (Continued)

Capital Leases

The following is a summary of the capital leases of the
City as of September 30, 2007.

The
are

Golf Cart
Lease
Leases Payable, Oct 1, 2006 $ 255,000
Add - Leases Issued -
Less - Leases Retired (20,000)
Leases Payable Sept 30, 2007 S 235,000

Lease payments are payable to First Bank of
Missouri in semi-annual payments on March 1
and September 1. The final payment is
March 1, 2017. Principle payments are due
March 1 in varying amounts from $20,000

to $30,000. Interest rates are from 5.5%
to 5.75%. The proceeds of this lease were
used to expand the golf course. The
installments are to be paid from the golf

course $ 235,000

annual requirements to amortize the golf course lease
as follows:

Year Ended

September 30, Principal Interest Total
2008 $ 20,000 $ 13,488 § 33,488
2009 20,000 12,363 32,363
2010 25,000 11,788 36,788
2011 25,000 9,631 34,631
2012 25,000 8,194 33,194
2013-2017 120,000 19,263 139,263
Totals S 235,000 $ 74,727 $§ 309,727
Street Drainage
Lease
Leases Payable, Oct 1, 2006 $ 2,950,000
Add - Leases Issued -
Less - Leases Retired (110,000)
Leases Payable Sept 30, 2007 S 2,840,000
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

Note 6: Changes in Long-Term Debt (Continued)

The
are

Lease payments are payable to United Missouri
Bank in semi-annual payments on February 1
and August 1. The final payment is

March 1, 2022. Principle payments are due
February 1 in varying amounts from $100,000
to $520,000. Interest rates are from 3.0%
to 5.875%. The proceeds of this lease were
used to make permanent streets, curbs,
guttering and improve street drainage. The
installments are to be paid from the street
drainage fund $ 2,840,000
annual requirements to amortize the golf course lease
as follows:

Year Ended

September 30, Principal Interest Total

2008 S 115,000 154,640 269,640

20098 125,000 149,053 274,053

2010 130,000 142,803 272,803

2011 135,000 136,177 271,177

2012 140,000 129,198 269,198

2013-2017 830,000 521,683 1,351,683

2018-2022 1,365,000 240,143 1,605,141

Totals S 2,840,000 $ 1,473,695 $4,316,695
COP Sewer
Lease

Leases Payable, Oct 1, 2006 S 535,000

Add - Leases Issued -

Less - Leases Retired (20,000)

Leases Payable Sept 30, 2007 $ 515,000

Lease payments are payable in semi-annual

payments on February 1 and August 1. The

and August 1. The final payment is

October 1, 2024. Principle payments are due

February 1 in varying amounts from $15,000

to $45,000. Interest rates are from 3.0%

to 5.875%. The installments are to be paid

from the Wastewater C&I Fund. S 515,000
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 6: Changes in Long-Term Debt (Continued)

The annual requirements to amortize the lease are as follows:

Year Ended

September 30, Principal Interest Total

2008 S 20,000 S 22,624 $ 42,624
2009 20,000 21,999 41,999
2010 25,000 21,296 46,296
2011 25,000 20,483 45,483
2012 25,000 19,608 44,608
2013-2017 140,000 81,739 221,739
2018-2022 175,000 44,724 219,724
2023-2024 85,000 4,484 89,484
Totals $ 515,000 S 236,957 § 751,957

Interfund Receivables

On January 1, 2004 the cities Mo. Clasby fund borrowed
$225,000 from the City Revolving Loan Fund for the
purpose of providing renovations for the Mo Clasby
Building.

The annual requirements to amortize this loan are as follows:

Year Ended

September 30, Principal Interest Total
2008 s 9,888 S 4,420 § 14,308
2009 10,139 4,169 14,308
2010 10,395 3,913 14,308
2011 10,658 3,650 14,308
2012 10,928 3,380 14,308
Thereafter 129,250 17,063 146,313
Totals S 181,258 S 36,595 $ 217,853
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007
Note 7: Retirement Plan

A. Plan Description

The City of Savannah 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. 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 40la 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, Missouri 65102 or
by calling 1-800-447-4334.

B. Funding Status

The City of Savannah's full-time employees do not
contribute to the pension plan. The political subdivision
is required to contribute at an actuarially determined
rate; the current rate is 14.1% (general), 4.1% (police) 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.
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Note

Note

Note

City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

7: Retirement Plan (Continued)
C. Annual Pension Cost

For 2007, the political subdivision's annual pension cost

of $77,895 was equal to the required and actual
contributions. The required contribution was determined

as part of the February 28, 2005 and/or February 28,2006
annual actuarial valuation using the entry age actuarial cost
method. The actuarial assumptions as of February 27, 2007
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, (¢) additional projected
salary increases ranging from 0.0% to 6.0% per year,
depending on age, attributable to seniority/merit, (d) pre-
retirement mortality based on the RP-2000 Combined Health
Table set back 0 years for men and 0 years for women and (e)
post-retirement mortality based on the 1971 Group 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 unfunded actuarial accrued liability is
being amortized as a level percentage of projected payroll on
an opened basis. The amortization period at February 28, 2007
was 15 years.

Three-Year Trend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
6/30/05 $ 55,854 100% S 0
6/30/06 66,208 100% 0
6/30/07 77,895 100% 0

8: Commitments and Contingencies

There were no known commitments or contingencies
September 30, 2007.

9: Disclosures about Fair Value of Financial Instruments

The City's financial statements consist principally of
cash, certificates of deposits, receivables and payables
and a revenue bond payable. There are no significant
differences between the carrying value and fair value of
any of these financial instruments.
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City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2007

Note 10: Expenditures

At September 30, 2007, there were no existing
encumbrances. The city prepares checks dated September 30
for all encumbrances due at the close of the fiscal year.
These checks are approved at the first council meeting in
October and mailed.

Note 11: Financial Statement Presentation - Budget Basis

Although the City is required to prepare a budget for all
funds, there is no requirement to report on the budget.
Therefore, the basic financial statements include a
comparison of budget to actual only for the governmental
funds in which an annually appropriated budget is prepared
The City’s policy is to prepare the annual operating budget
for governmental fund types on the modified accrual basis.
Therefore, the Combined Statement of Revenues, Expenditures
and Changes in Fund Balances - All Governmental Fund Types
and the Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual - General and
Special Revenue Fund Types are both prepared in accordance
with generally accepted accounting principles.
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City of Savannah, Missouri
Required Supplementary Information
Schedule of Funding Progress of
Employees Retirement System

(Unaudited)

REQUIRED SUPPLEMENTARY INFORMATION
Schedule of Funding Progress

[ (b-a)/c]
UAL as a
Percentof

Covered

Payroll

45%
21
18

(b) (b-a)
(a) Entry Age Unfunded (c)

Actuarial Actuarial Actuarial Accrued (a/b) Annual
Valuation Value Accrued Liability Funded Covered
Date of Assets Liability (UAL) Ratio Payroll
2/28/05 $ 891,681 $ 1,127,598 $ 235,917 79% $528,878
2/28/06 1,006,881 1,134,417 127,536 89% 595,564
2/28/07 1,068,105 1,186,979 118,874 90% 644,522

Note: The above assets and actuarial accrued liability do

not include the assets and present value of benefits
associated with the Benefit Reserve Fund and the Casualty

Reserve Fund.

The actuarial assumptions were changed in

conjunction with the February 28, 2006 annual actuarial

valuations.

For a complete description of the actuarial

assumptions used in the annual valuations, please contact

the LAGERS office in Jefferson City.
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City of Savannah, Missouri
Combined Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget and Actual -
General Fund
For the Year Ended September 30, 2007

General Fund

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Taxes $438,300 $471,549 $ 33,249
Interest 1,800 2,749 949
Other 72,260 114,459 42,199
Total Revenues 512,360 588,757 76,397
Expenditures:
Current:
General Department 373,377 356,659 16,718
Police Department 296,010 302,802 (6,792)
Fire Department 32,150 34,133 (1,983)
Street Department 203,000 207,552 (4,552)
Total Expenditures 904,537 901,146 3,391
Excess (Deficiency) of Revenues
Over (Under) Expenditures (392,177) (312,389) 79,788
Other Financing Sources (Uses)
Operating Transfers In 360,300 360,300 -
Operating Transfers Out - - -
Total Other Financing Sources
(Uses) 360,300 360,300 -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
{(Under) Expenditures and Other
Financing (Uses) $ (31,877) 47 911 $(79,788)
Fund Balance, October 1 28,864
Fund Balance, September 30 $ 76,775

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

37



City of Savannah, Missouri

Combined Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget and Actual -

Special Revenue Fund

For the Year Ended September 30, 2007

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Taxes $ 877,147 $ 875,389 $  (1,758)
Operations 82,100 67,260 (14,840)
Interest 8,560 20,098 11,538
Intergovernmental 198,000 204,795 6,795
Other 203,000 42,785 (160,215)
Total Revenues 1,368,807 1,210,327 (158,480)
Expenditures:
Current:
Parks and Recreation Dept 399,500 303,506 95,994
Police Department 850 1,813 (963)
Street Department 598,958 283,968 314,990
Street Drainage & NID Princ 297,886 266,536
Tree Board & P&R COP 1,017 17,294 (16,277)
Total Expenditures 1,298,211 873,117 425,094
Excess (Deficiency) of Revenues
Over (Under) Expenditures 70,596 337,210 266,614
Other Financing Sources (Uses)
Operating Transfers In 270,000 270,900 900
Operating Transfers Out (278,000) {(278,000) -
Total Other Financing Sources
(Uses) (8,000) (7,100) 900
Excess {Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $ 62,596 330,110 $ (267,514)
Fund Balance, October 1 229,836
Fund Balance, September 30 $ 559,946

Special Revenue Fund

The accompanying notes to the financial statements are an
integral part of this statement
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KEVIN G. HUDSON, C.P.A.

1013 Main Street Phone: (660) 359-6566
Trenton, Missouri 64683 Fax: (660) 359-6577
E-mail: khudson@grm.net

Independent Auditors Report on Additional Information

Honorable Mayor and
Members of the Board of Aldermen
City of Savannah, Missouri 64485

My report on my audit of the general purpose financial statements
of the City of Savannah, Missouri, for the year ended September 30,
2007, appears on Page 1. That audit was made for the purpose of
forming an opinion on the general purpose financial statements
taken as a whole. The following balance sheets and statements of
revenues, expenditures or expenses and changes in fund balance or
retained earnings for the various funds of the City are presented
for purposes of additional analysis and are not a required part of
the general purpose financial statements. Such information has
been subjected to the audit procedures applied in the audit of the
general purpose financial statements and, in my opinion, are fairly
stated in all material respects in relation to the general purpose
financial statements taken as a whole.

j(}\.«‘ldw )j\.' )\)MM'C“N\*“
Kevin G. Hudson, C.P.A.

Certified Public Accountant
January 11, 2008
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Revenues:
Real Estate Taxes
Franchise Taxes
Fines and Permits
Interest Income
Special Taxes
County Taxes
Grant Receipts
Other

Total Revenues

Expenditures:
Salaries and Wages
Payroll Taxes
Retirement
Group Insurance
Training
Utilities and Telephone
Insurance
Capital Outlay
Printing and Publications

‘ection Costs
Jel and Qil

Repairs and Maintenance
Uniforms
Professional Fees
Postage
Animal Control
Service Agreement
Dues
Office Supplies
Testing
Travel
Rental
Miscellaneous

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Operating Transfers In

Total Other Financing Sources
(Uses)

Excess (Deficiency) of Revenues

and Other Financing Sources

Over (Under) Expenditures and
*her Financing (Uses)

Fund Balance, October 1

Fund Balance, September 30

City of Savannah, Missouri

Statement of Revenues, Expenditures and Changes in Fund

Balance - General Fund

For the Year Ended September 30, 2007

General
Department

162,015
15,436
16,372
45,418

4,488
54,947
14,113

5,515

2,478

4,807

458
3.853
201
10,950
2,756

2,696
5,622
4,569
2,372

905

6,688
356,659

Police
Department

183,091
13,116
6,533
37,334

5,483
14,027
11,675

14,653
8,075
2,293

1,498

5,124
302,802

40

Fire Street
Department Department

- $ -
17,673 101,649
1,352 7,600
- 14,232
- 18,618
- 9,022
2,697 9,076
5114 5,650
491 5,901
3,254 33,697
- 1,957
1,052 -
2,500 -
- 150
34,133 207,552

Totals
(Memorandum

Only)

$150,075
286,044
41,637
2,749
27,623
7,807
17,355
55,467

588,757

454,428
37,504
37,137
101,370
4,488
69,452
39,913
27,854
2,478
4,807
21,503
48,879
4,451
10,950
2,756
1,498
2,696
6,674
4,569
2,372
905
2,500

11,962

901,146

(312,389)

360,300

360,300

47,911

28,864

$ 76,775



City of Savannah, Missouri

Statement of Expenditures Compared to Budget - General Fund
For the Year Ended September 30, 2007

General Department
Salaries and Wages
Payroll Taxes
Retirement
Group Insurance
Deductible and Coinsurance
Training
Utilities, Telephone & Trash
Insurance
Capital Outlay
Printing and Publications
Election Costs
Repairs, Maintenance & Fuel
Uniforms
Professional Fees
Postage
Service Agreements
Dues
Office Supplies
Travel
Miscellaneous
Testing
Contingency

Total General Department

Police Department
Salaries and Wages
Payroll Taxes
Retirement
Group Insurance
Utilities and Telephone
Capital Outlay
Insurance
Fuel and Oil
Repairs and Maintenance
Uniforms
Animal Control
Miscellaneous

Total Police Department

Budget

$154,000
11,800
19,900
52,000
2,000
3,500
46,600
14,000
9,750
4,000
4,800
4,000
500
23,000
3,000
2,500
6,300
4,000
1,300

3,500

2,927

$373,377

$174,400
13,400
6,800
37,000
5,300
12,010
20,000
15,000
8,600
2,500
1,000

$296,010

4

Actual

$152,015
15,436
16,372
45,418

4,488
54,947
14,113

5,615

2,478

4,807

4,311

201
10,950

2,756

2,696

5,622

4,569

905

6,688

2,372

$ 356,659

$ 183,001
13,116
6,533
37,334
5,483
11,575
14,027
14,653
8,075
2,293
1,498

5,124
$302,802

Variance
Favorable

{Unfavorable)

$ 1,985
(3,636)
3,528
6,582
2,000

(988)
(8,347)
(113)
4,235
1,522
7
(311)
209
12,050
244
(196)
678
(569)
395
(6,688)
1,128
2,927
$ 16,718

$ (8,601)
284

267
(334)
(183)
435
5,973
347

525

207
(498)
(5,124)

$ (6,792



Statement of Expenditures Compared to Budget - General Fund
For the Year Ended September 30, 2007

Fire Department
Salaries and Wages
Payroll Taxes
Insurance
Capital Outlay
Fuel and Oil
Dues
Miscellaneous
Repairs and Maintenance

Total Fire Department

Street Department
Salaries and Wages
Payroll Taxes
Retirement
Group Insurance
Utilities and Telephone
Insurance
Capital Outlay
Fuel and Oil
Repairs and Maintenance
Uniforms
Miscellaneous

Total Street Department

Total

City of Savannah, Missouri

Budget

$ 16,000
1,250
1,800
6,300

300
1,000
2,500
3,000

$ 32,150

$ 98,000
7,500
14,200
17,700
10,800
8,000
6,400
4,000
33,400
3,000

$ 203,000

$ 904,537

42

Actual

$ 17,673
1,352
2,697
5,114

491
1,052
2,500

3,254
$ 34,133

$ 101,649
7,600
14,232
18,618
9,022
9,076
5,650
5,901
33,697
1,957
150

$ 207,552

$ 901,146

Variance
Favorable

(Unfavorable)

$ (1,673)
(102)
(897)

1,186
(191)
(52)

254
$ (1,983)

$ (3,649)
(100)
(32)
(918)
1,778
(1,076)
750
(1,901)
(297)
1,043

(150)
$ (4,552)

5 3391
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City of Savannah, Missouri

Parks and Recreation Special Revenue Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual

For the Year Ended September 30, 2007

Revenues:
Operations
Real Estate Taxes
Sales Tax
County Taxes
Interest
Other

Total Revenues

Expenditures:
Salaries and Wages
Payroll Taxes
Retirement
Group Insurance
Utilities and Telephone
Insurance
Capital Outlay
Fuel and Oil
Chemicals
Repairs and Maintenance
Recreation Program
Rock, Spraying and Seeding
Miscellaneous
Merchandise
Professional Fees
Uniforms

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Transfers In
Transfers Out

Total Other Financing Sources

Excess (Deficiency) of Revenues

and Other Financing Sources Over

(Under) Expenditures and Other
Financing (Uses)

Fund Balance, October 1

Fund Balance, September 30

Budget

$ 81,600
97,5630
180,000
5,400
1,200

365,730

122,000
9,400
10,000
11,000
9,500
9,900
166,000
6,000
12,0600
20,000
6,000
1,000
600
15,000

1,100
399,500

(33,770)

900
(8,000)
(7,100)

$(40,870)

45

Actual

$ 66,122
97,825
191,900
4,899
5,505

10,263
376,514

122,708
9,229
9,625
8,221
10,696
11,552
66,874

5,666
11,471
23,636

3,696

2,951
12,181
3,648
1,452
303,506

73,008

900
(8,000)
(7,100)

65,908
73,634

$ 139,542

Variance
Favorable

(Unfavorable)

$ (15478)
295
11,900
(501)
4,305
10,263

10,784

(708)
171
475

2,779
(1,196)
(1,652)
99,126
334
529
(3,636)
2,304
1,000
(2,351)
2,819
(3,648)
(352)

95,994

106,778

$ 106,778



City of Savannah, Missouri
Police Training Special Revenue Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2007

Variance
Favorable
Budget Actual {Unfavorable)
Revenues:
Operations $ 500 $ 1,138 $ 638
Interest 10 27 17
Total Revenues 510 1,165 655
Expenditures:
Training 850 1,813 963
Total Expenditures 850 1,813 963
Excess (Deficiency) of Revenues
Over (Under) Expenditures $ 340 (648) $ 308
Fund Balance, October 1 584
Fund Balance, September 30 $ (64)
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City of Savannah, Missouri
Gas Tax Special Revenue Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2007

Variance
Favorable
Budget Actual {Unfavorable)
Revenues:
Sales and Use Tax $ 206,000 $192,104 $ (13,896)
Interest 5,000 11,293 6,293
Intergovernmental 198,000 204,795 6,795
Other 203,000 32,522 (170,478)
Total Revenues 612,000 440,714 (171,286)
Expenditures:
Street Repairs 340,200 60,230 279,970
Professional Services - 2,030 (2,030)
Capital Outlay - - -
Oil and Asphait 115,800 112,843 2,957
Rock, Chat and Tubes 6,000 - 6,000
Total Expenditures 462,000 175,103 286,897
Excess (Deficiency) of Revenues
Over (Under) Expenditures 150,000 265,611 115,611
Other Financing Sources (Uses)
Transfers In - - -
Transfers Out - - -
Total Other Financing Sources - - -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $ 150,000 265,611 $ 115611
Fund Balance, October 1 110,148
Fund Balance, September 30 $ 375,759
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City of Savannah, Missouri
Sales Tax Special Revenue Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2007

Variance
Favorable
Budget Actual (Unfavorable
Revenues:
Sales and Use Tax $ 383,000 $ 384,107 $ 1,107
Interest 2,000 2,139 139
Total Revenues 385,000 386,246 1,246
Expenditures:
Capital Outlay 70,500 51,565 18,935
Professional Fees 57,300 57,300 -
Contingency 9,158 - 9,158
Total Expenditures 136,958 108,865 28,093
Excess (Deficiency) of Revenues
Over (Under) Expenditures 248,042 277,381 29,339
Other Financing Sources (Uses)
Transfers In - - -
Transfers Out (270,000) (270,000) -
Total Other Financing Sources (270,000) (270,000) -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
{(Under) Expenditures and Other
Financing (Uses) $ (21,958) 7,381 $ 29,339
Fund Balance, October 1 22,659
Fund Balance, September 30 $ 30,040
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CITY OF SAVANNAH, MISSOURI
YELLOW BOOK COMPLIANCE SECTION
SEPTEMBER 30, 2007



KEVIN G. HUDSON, C.P.A.

1013 Main Street Phone: (660) 359-6566
Trenton, Missouri 64683 Fax: {660) 359-6577
E-mail: khudson@grm.net

Independent Auditor’s Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing
Standards

The Honorable Mayor and
Members of the Board of Aldermen
City of Savannah, Missouri 64485

I have audited the financial statements of the City of Savannah,
Missouri as of and for the year ended September 30, 2007, and have
issued my report thereon dated January 11, 2008. In my report, the
opinion was qualified because the city has elected to state wvarious
items of fixed assets at insurance estimates of value instead of
historical cost as required by generally accepted auditing standards. I
conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the City of Savannah,
Missouri’s internal control over financial reporting as a basis for
designing my auditing procedures for the purpose of expressing an
opinion on the financial statements but not for the purpose of
expressing an opinion on the effectiveness of the Cities internal
control over financial reporting. Accordingly, I do not express an
opinion on the effectiveness of the Cities internal control over
financial reporting.

A control deficiency exists when the design or operation of a control
does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process, or report financial
data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a
misstatement of the Cities financial statements that is more than
inconsequential will not be prevented or detected by the Cities internal
control.
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A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more that a remote likelihood
that a material misstatement of the financial statements will not be
prevented or detected by the Cities internal control.

My consideration of internal control over financial reporting was for
the limited purpose described in the first paragraph of this section and
would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. I did not
identify any deficiencies in internal control over financial reporting
that I consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of
Savannah, Missouri’s financial statements are free of material
misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my
audit, and, accordingly, I do not express such an opinion. The results
of my tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

This report is intended for the information of the Board of Aldermen,
management and city officials and is not intended to be and should not
be used by anyone other than these specified parties.

kLUV«)Q‘van,LFR.

Kevin G. Hudson, C.P.A.
Certified Public Accountant
January 11, 2008
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