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E-mail: khudson@grm.net

Independent Auditors' Report

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

I have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of
Savannah, Missouri, as of and for the year ended September 30, 2008,
which collectively comprise the City’s basic financial Statements as
listed in the table of contents. These financial statements are the
responsibility of the City of Savannah, Missouri's, management. My
responsibility is to eéxpress 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 T 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 financial statement presentation. T believe
that my audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City
of Savannah, Missouri, as of September 30, 2008, and the respective
changes in financial position and, where applicable, cash flows
thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.



Independent Auditors' Report
(Concluded)

In accordance with Government Auditing Sstandards, I have also issued
my report dated January 9, 2009 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 important for assessing the results of my audit.

The management's discussion and analysis and budgetary comparison
information on pages 3 to 7 and 36 to 39 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.

My audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the City of Savannah,
Missouri’s basic financial statements. The accompanying supplementary
information presented on pages 40 to 56 are presented for purposes of
additional analysis and are not a required part of the basic financial
statements. Such information have been subjected to the auditing
procedures applied in the audit of the basic financial statements and,
in my opinion, are fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

Jurin ) o, CRA.

Kevin G. Hudson, C.P.A.
Certified Public Accountant
January 9, 2009



Independent Auditors' Report
(Concluded)

In accordance with Government Auditing Standards, I have also issued
my report dated January 9, 2009 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 important for assessing the results of my audit.

The management's discussion and analysis and budgetary comparison
information on pages 3 to 8 and 37 to 40 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.

My audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the City of Savannah,
Missouri’s basic financial statements. The accompanying supplementary
information presented on pages 40 to 58 are presented for purposes of
additional analysis and are not a required part of the basic financial
statements. Such information have been subjected to the auditing
procedures applied in the audit of the basic financial statements and,
in my opinion, are fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

[use D Mo Cep.

Kevin G. Hudson, C.P.A.
Certified Public Accountant
January 9, 2009



City of Savannah, Missouri
Management’s Discussion and Analysis
For the Year Ended September 30, 2008

(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, 2008. Please read
it in conjunction with the cities financial Statements, and otherx
supplemental information, which immediately follow this section.

Financial Highlights
Key financial highlights for 2008 are as follows:

. The cities total net assets are $3,691,638 as compared to
$7,077,323 in the prior year. This decrease 1is due to the
construction of the water treatment plant. The Governmental
Activities net assets are $1,655,416 as compared to $1,363,822
in the prior year and the proprietary funds net assets were
$2,036,222 as compared to $5,713,501 in the prior year.

° Total revenues of the governmental funds were $2,106,820, for a
increase of $242,778 or 13.02% over the prior years revenues of
$1,864,042.

. Total revenues of the proprietary funds were $2,546,967 for an

decrease of $6,012,200 over prior year total revenues of
$3,465,233. This decrease is due to the bond proceeds received
for the construction of the water treatment plant in the prior
year.

. Expenditures for the cities governmental funds of $2,469,826,
increased $638,383, or 34.86% over the prior year expenditures
of $1,831,443.

. Expenditures for the cities proprietary funds of $2,685,627,
increased $306,193 or 12.87% over the prior year expenditures of
$2,379,434.

Overview of the Financial Statements

This annual report consists of four parts: managements’ discussion and
analysis (this section), the basic financial statements, required
supplementary information and supplemental information. The basic
financial statements include two kinds of statements that present
different views of the city.

. The first two statements are government-wide financial
statements that provide both short-~term and long~term
information about the Cities overall financial status.

. The remaining statements are fund financial statements that
focus on individual parts of the City, reporting the Cities
operations in more detail than the government-wide statements.



City of Savannah, Missouri
Management's Discussion and Analysis (Continued)
For the Year Ended September 30, 2008
(Unaudited)

Overview of the Financial Statements (Concluded)

. The governmental funds statements tell how basic services such
as public safety, streets and general administration were
financed in the short term as well as what remains for future
spending.

The financial statements also include notes that explain some of the
information in the statements and provide more detailed data. The
statements are followed by a section of reqguired supplementary
information that further explains and supports the financial
statements with a comparison of the Cities budget for the year.

Government-wide statements

The government-wide statements report information about the city as
a whole using accounting methods similar to those used by private-
sector companies. The government-wide financial statements present the
financial picture of the City from the economic resources measurement
focus using the accrual basis of accounting. They present
governmental activities and include all assets of the City (including
infrastructure) as well as all liabilities (including long-term debt) .

The two government-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-financial factors such as changes in the cities
property tax base and the condition of the cities infrastructure
and other facilities.

In the statement of net assets and the statement of activities all
activities of the City have been classified as governmental. The
major activities are described as follows:

Governmental activities: All of the Cities basic services are reported
in this category, including the general government, public safety,
streets and parks and recreation. Property and sales taxes, user
fees, interest income, franchise fees, and state and federal grants
finance these activities.



City of Savannah, Missouri
Management’s Discussion and Analysis (Continued)
For the Year Ended September 30, 2008
(Unaudited)

Fund Financial Statements

The fund financial statements provide more detailed information about
the cities funds, focusing on its most significant or "major" funds -
not the city as a whole. Some funds are required to be established
by State law. However, the city council establishes other funds to
control and manage money for particular purposes or to show that it
is meeting legal responsibilities for using certain taxes, grants or
other money.

The City has two kinds of funds:

e Governmental Funds: All of the Cities basic services are
included in governmental funds, which generally focus on (1) how
cash and other financial assets can readily be converted to cash
flow in and out and (2) the balances left at yvear—-end that are
available for spending. Consequently, the governmental funds
statements provide a detailed| short-term view that helps you
determine whether there are more or fewer financial resources
that can be spent in the near future to finance the Cities
programs. Because this information does not encompass the
additional long-term focus of| the government-wide statements,
additional information at the bottom of the governmental funds
statements explains the relationship (or differences) between
them.

. Proprietary Funds: The City maijntains several different types of
proprietary funds. Enterprise |funds are used to report the same
functions presented as Dbusiness-type activities in the
government-wide financial statements. The City of Savannah uses

The Proprietary Fund financial stat
Financial Statements section of thi
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City of Savannah, Missouri
Management’ s Discussion and Analysis (Concluded)
For the Year Ended September 30, 2008
(Unaudited)

Financial Analysis of the Cityv as a Whole

The increase in debt for the governmental activities between the two
years 1is due to the certificates of participation that the city
incurred for the development of the new sports complex. The increase
in capital assets for governmental activities is related to the
capitalization of the sports complex.

At the end of fiscal year 2006-2007 the city had bond proceeds for the
construction of the new water plant that were not yet expended. This
year that money was expended causing the total assets and restricted
assets for the business type activities to decrease this year.

The restricted net asset figures are for the repayment of bonded debt.

2006-2007
Statement of Net Assets
Governmental Business Type
Activities Activities
Current and other assets S 956, 945 $11,062,615
Capital assets 4,374,894 6,630,277
Total assets S 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
2007-2008
Statement of Net Assets
Governmental Business Type
Activities Activities
Current and other assets $ 921,159 $ 2,375,204
Capital assets 4,679,912 11,318,820
Total assets $ 5,601,071 $13,694,024
Lease payable - 456,916
Bond payable 3,945,000 10,865,165
Other liabilities 655 335,721
Total liabilities 3,945,655 11,657,802
Net assets
Contributed Capital - 365,000
Restricted - 1,680,692
Unrestricted 1,655,416 (9,470)
Total net assets S 5,601,071 $ 2,036,222

-G



City of Savannah, Missouri
Management’s Discussion and Analysis (Concluded)
For the Year Ended September 30, 2008
(Unaudited)

Statement of Activities

The following tables reflect the revenues
activities for the years ended September 30,

2007.

and expenses for the cities
2008 and September 30,

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

2007-2008
City of Savannah’s Statement of Activities

Revenues Expenditures

General $ 814,073 $ 1,018,210
Special Revenue 1,220,062 1,390,779
Debt Service 72,685 60,837
Water 1,013,335 574,335
Sewer 583,840 383,416
Sanitation 224,713 197,762
Golf Course 511,384 519,317
Total S 4,440,092 S 4,144,656

Revenues for the water,
water,

sewer,

sanitation fund are based on actual

sewer and sanitation services used.
fluctuates with the weather each year.

The amount of usage
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, 2008

2006-2007
Combined Statement of Revenues and Expenditures
Governmental 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 S 956,246 $ 5,713,501

2007-2008
Combined Statement of Revenues and Expenditures
Governmental Proprietary
Activities Funds
Revenues $ 2,106,820 $ 2,546,967
Expenditures 2,469,826 2,685,627
Excess of (deficiency) of
revenues over (under)
expenditures (363,006) (138, 660)
Transfers 327,300 (293,467)
Fund balance, October 1, 2007 956,210 2,468,349
Fund balance, September 30, 2008 S 920,504 S 2,036,222

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 BReth Kar, City Clerk,
City Hall, Savannah, Missouri 64485.



City of Savannah, Missouri
Statement of Net Assets
For the Year Ended September 30, 2008

Assets:

Cash
Cash Held Under Protest
Receivables (net of allowance

for uncollectible):

Taxes

Loans

Assessments
Bond Issue Fee (net of amortization)
Capital Assets, not being depreciated

Total Assets

Liabilities and Fund Equity

Accrued Interest
Bonds Payable

Total Liabilities

Net Assets

Invested in Capital Assets, net of related debt
Undesignated

Total Net Assets

Total Liabilities and Net Assets

Governmental
Activities

$ 663,874
57,147

22,482
171,375
5,861

420
4,679,912

$ 5,601,071

3 655
3,945,000

3,945,655

734,912
920,504

1,655,416

$ 5,601,071

The accompanying notes to the basic financial statements

are an intergral part of this statement

9
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City of Savannah, Missouri
Balance Sheet - Governmental Funds
For the Year Ended September 30, 2008

Totals
Primary
Debt Government
Special Service {(Memorandum
General Revenue Fund Only)
Assets:
Cash $147,625 $ 359,472 $156,777 $ 663,874
Cash Paid Under Protest 57,147 - - 57,147
Loan Receivable - - 171,375 171,375
Taxes Receivable, net of
allowance for doubtful
accounts 10,660 7,946 3,876 22,482
Assessment Receivable 2,470 3,391 - 5,861
Bond Issue Fee, net of
amortization - 420 - 420
Total Assets $217,902 $371,229 $332,028 $ 921,159
Liabilities and Fund Equity
Liabilities:
Accrued Interest - - 655 655
Total Liabilities - - __ 655 655
Fund Equity:
Fund Balance
Unreserved 217,902 371,229 331,373 920,504
Total Fund Equity _217,902 371,229 331,373 920,504
Total Liabilities and
Fund Equity $217,902 $371,229 $ 332,028
Amounts reported for governmental activities in the Statement of Net Assets are different because:
Capital assets used in governmental activies are not financial resources and therefore
are not reported in the funds. 4,678,912
Long-term liabilities, including capital leases, certificates of participation and bonds
payable are not due and payable in the current period and therefore are not reported
in the funds. (3,945,000)
Net assets of governmental activities $ 1,655,416

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

11



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

General
Fund

$ 654,422
2,803

156,848
814,073

438,313
311,095

33,581
235,221

1,018,210

(204,137)

345,300

345,300

141,163

76,739

$ 217,902

For the Year Ended September 30, 2008

Special
Revenue
Fund

$ 880,814
95,470
19,283

187,226
37,269

1,220,062

377,198

691,394
322,187

1,390,779

170,717

330,000
(348,000)
(18,000)

(188,717)

_ 559,946

$ 371,229

Debt
Service
Fund

$ 63622

9,063

72,685

50,000

10,837
60,837

11,848

11,848

319,625

$ 331,373

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

12

Totals Primary
Government
(Memorandum

Only)

$ 1,598,858
95,470
31,149

187,226
194,117

2,106,820

815,511
311,095

33,581
926,615
322,187

50,000

10,837
2,469,826

(363,006)

675,300

{(348,000)
327,300

(35,7086)
956,210

$ 920,504



City of Savannah, Missouri
Statement of Net Assets - Proprietary Fund
For the Year Ended September 30, 2008

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

Cash Overdraft

interest Payable

City Revolving Loan, current

Lease Payable, current

Bonds Payabile, 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

Enterprise
Fund

$ 279,743
1,762,696
219,869

112,242
654

2,375,204

11,312,220
6,600

$ 13,694,024

$ 80,617
113,517
141,587

10,395
25,000
305,000

676,116

10,560,165
421,521

10,981,686
11,657,802

365,000
1,680,692

(9,470)
2,036,222

$ 13,694,024



City of Savannah, Missouri

Combined Statement of Revenues, Expenses and Changes in

Net Assets - All Proprietary Fund Types
For the Year Ended September 30, 2008

Operating Revenues:
Charges for Services
Grants
Other

Total Operating Revenues

Operating Expenses:
Depreciation and Amortization
Salaries and Wages
Materials and Supplies
Chemicals, Fuel and Oil
Repairs and Maintenance
Other Operating Expenses

Total Operating Expenses

Operating income (Loss)

Nonoperating Revenues (Expenses):

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

14

Enterprise
Fund

$ 2,355,858
9,000
61,016

2,425,874

679,121
424,664
206,858
196,696
162,038
473,926

2,143,303
282,571
121,093

(542,324)
(421,231)

(138,660)

1,117,240
(1,410,707)
(293,467)

(432,127)

2,468,349

$2,036,222
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary Of Significant Accounting Policies

The basic financial statements of the City of Savannah, Missouri
(the city) have been prepared in conformity with accounting
principles generally accepted in the United States of America
(GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting
principles. The more significant of the City’s accounting policies
are described below.

A. The Reporting Entity

The City reports related organizations under the guidance of
Statement No. 14 of the Governmental Accounting Standards Board.
Statement No.14 defines the primary government, and establishes the
criteria for which potential component units are included in the
reporting entity. Statement No. 14 defines financial
accountability of the primary government as being determined on the
basis of fiscal dependency, appointment of a voting majority of a
governing board, ability to impose its will or potential for the
organization to provide specific financial benefits to, or to
impose specific financial burdens on the primary government.

The accompanying basic financial statements include only the
operations of the City, since management has determined that there
are no other organizations that meet the criteria for inclusion in
the reporting entity of the City.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net
assets and the statement of activities) report information on all
of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect o interfund
activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported
separately from the legally separate component units for which the
primary government is financially accountable.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary Of Significant Accounting Policies (Continued)
B: Government-Wide and Fund Financial Statements

The Statement of Activities demonstrates the degree to which the
direct expenses of a given function or identifiable activity are
offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or identifiable
activity. Program revenues include: 1) charges to customers or
applicants to purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or
identifiable activity, and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a
particular function or identifiable activity. Taxes and other
items not properly included among program revenues are reported
instead as general revenues.

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

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

The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund
financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available
if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only
when payment is due.

-17 -



City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary Of Significant Accounting Policies (Continued)

C: Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

Property taxes 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
special assessments receivable due within the current fiscal period
is considered to be susceptible to accrual as revenue of the
current fiscal period. All other revenue items are considered to
be measurable and available only when cash is received by the
government.

The City reports the following major governmental funds:

The General Fund is the City’s general operating fund. It accounts
for all financial resources except those required to be accounted
for in other funds.

The Parks and Recreation Fund is a special revenue fund that
handles all of the operating revenues and expenditures of the parks
department, such as the swimming pool and ballfields.

The Sales Tax and Gas Tax Funds are special revenue funds that
receive sales taxes for the purpose of street maintenance.

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

The Non-major Special Revenue Funds (Police Training, Street
Drainage, NID Principal, Tree Board, Parks and Recreation COP P&I

Funds) are used to account for those transactions for the operation
and maintenance of legally created special districts.

The City reports the following major proprietary funds:

The Water Fund is used to account for the water utility that
produces an distributes water to City residents.

The Wastewater Fund is used to account for the sewer utility that
provides sewer services to the City’s residents.

The Sanitation Fund is used to account for the trash utility that
provides trash services to the City’s residents.

The Golf Course Fund is used to account for the operations of the
municipal golf course.

-18~



City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary Of Significant Accounting Policies (Continued)

C: Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

The City applies all Governmental Accounting Standards Board (GASB)
pronouncements, applicable Financial Accounting Standards Board
(FASB) pronouncements, and Accounting Principles Board (AFB)
opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.

As a general rule the effect of interfund activity has been
eliminated from the government-wide financial statements. An
exception to this general rule is the chargeback of services, such
as utilities, vehicle maintenance, and central costs. Elimination
of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include: 1) charges to
Customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital
grants and contributions, including special assessments. General
revenues are those which cannot be associated directly with program
activities.

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses generally
result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenues for the proprietary
funds are as follows: sale of water for the Water Fund, sale of
sewer for the Wastewater Fund, sale of trash collections for the
Sanitation Fund, sale of golf course memberships and greens fees
for the Golf Course Fund. Operating expenses for the enterprise
funds include the cost of sales and services, administrative
expenses, and depreciation of capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating
revenues and expenses.

D. New Accounting Principles
The City has adopted all current Statements of the Governmental
Accounting Standards Board (GASB) that are applicable. No new

statements needed to be adopted for the fiscal year ending
September 30, 2008.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary Of Significant Accounting Policies (Continued)
E. Compensated Absences

The City's policy on accumulated unpaid vacation, sick pray, 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 general purpose financial statements in
conformity with accounting principles generally accepted in the
United States of America, 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 expenditures during the reporting period. Actual
results could differ from those estimates.

H. 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.

I. Encumbrance Accounting

The City employed encumbrance accounting during the year.
Encumbrances, if existing at the end of the fiscal year, are
recorded and appropriations lapse at year end. Open encumbrances
if any, are reported as a reservation of fund balance since the
commitments would be honored in subsequent years.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary of Significant Accounting Policies (Continued)

J. Cash and Investments

Cash includes amounts in demand deposits as well as short-term
investments with a maturity date within one year of the date
acquired by the City. The City pools cash resources of its various
funds in order to facilitate the management of cash. Cash
applicable to a particular fund is readily identifiable. The
balance in the pooled cash accounts is available to meet current
operating requirements.

For the purpose of the Statement of Cash Flows, the City considers
all highly liquid investments (including restricted assets) with a
maturity of three months or less when purchased to be cash
equivalents.

K. Budgets

Formal budgetary accounting is employed as a management control
device for the general fund, special revenue funds, the debt
service fund and the proprietary funds of the City. The budget for
the proprietary fund is for management control purposes and is not
required to be reported. All budgets are adopted on the same basis
of accounting used to reflect actual revenues and
expenditures/expenses recognized on a basis consistent with
accounting principles generally accepted in the United States of
America. Annual operating budgets are adopted each fiscal year
through passage of an annual budget ordinance and amended as
required for the general fund, special revenue funds, the debt

service fund and the proprietary fund. During the fiscal vyear
ended September 30, 2008, the original budget was amended through
supplemental appropriations. These changes are reflected in the

Statement of Revenue, Expenditures and Changes in Fund Balances -
Budget and Actual.

All unencumbered budget appropriations lapse at the end of each
year.

L. Capital Assets

Capital assets, which include property, plant, equipment and
infrastructure assets (e.g. roads, bridges, sidewalks, and similar
items), are reported in the applicable Governmental or Business-
type activities columns in the government-wide financial
statements. The City defines capital assets as assets with an
initial, individual cost of more than $2,000 and an estimated
useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair
value at the date of the donation.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008
Note 1: Summary of Significant Accounting Policies (Continued)

L. Capital Assets (Concluded)

Major outlays for capital assets and improvements are capitalized
as projects are constructed. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Property, plant and equipment of the primary government are
depreciated using the straight-line method over the estimated
useful lives in this table.

Buildings 30-60 years
Improvements Other than Buildings 10-20 years
Infrastructure 5-60 years
Water System 40-65 years
Equipment 6-15 years

Fully depreciated assets still in service are carried in the
capital asset accounts.

M. Contributed Capital

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

N. 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.

0. Receivables

All 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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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 1: Summary of Significant Accounting Policies (Continued)
P. Long-Term Obligations

In the government-wide and proprietary fund type financial
statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities,
business-type activities, or the proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs
and deferred charges, are deferred and amortized over the life of
the bonds using the straight-line method which is not materially

different than the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount and
deferred charges. Bond issuance costs are reported as deferred

charges and amortized over the term of the related debt.
Q. Fund Equity

In the fund financial statements, governmental funds report
reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for use
for a specific purpose.

Note 2: Cash and Investments

The City Clerk is delegated the authority to establish and control
uniform cash management policies that apply to the City. Thus, the
following risk assessments apply to cash, cash equivalents, and
investments of the primary government.

Interest Rate Risk: This 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 City has no formal investment policy regarding
interest rate risk.

Credit Risk: Generally, credit risk is the risk that an issuer of
a debt type investment will not fulfill its obligation to the
holder of the investment. This 1s measured by assignment of a
rating by a nationally recognized rating organization. U.s.
government securities or obligations explicitly guaranteed by the
U.S. government are not considered to have credit risk exposure.

Concentrations: The City’s policy is to maintain a diversified
portfolio to minimize the risk of loss resulting from over
concentration of assets in a specific maturity. At September
30,2008, the District had no concentration of credit risk.

D 3



City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 2: Cash and Investments (Concluded)

Custodial Credit Risk:

Deposits: This is the risk that, in the event of failure of a
depository financial institution, a government will not be able to
recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. As of
September 30, 2008, the City’s bank balance of $2,707,161 was
insured and collateralized.

Investments: This is the risk that in the event of the failure of
the counterparty (e.g. Dbroker-dealer) to a transaction, a
government will not be able to recover the value of its investment
or collateral securities that are in the possession of another
party.

Deposits

At September 30, 2008, the carrying amount of the City's deposits
net of outstanding checks, including certificates of deposit was
$2,649,892 and the bank balance was $2,707,161. All this bank
balance $100,000 is FDIC insured. The uninsured portion was
collateralized with U.S. Government securities held by a third
party.

Investments

Missouri State Statutes authorized the City, with certain
restrictions, to deposit funds in open accounts, time deposits and
certificates of deposit. Statutes also require 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 vyears 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 September 30, 2008 the City had $219,970
invested in various money market accounts certificates of deposit.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 2: Cash and Investments (Concluded)

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, 2008 the cash and cash equivalents for the City
were as follows:

Unrestricted

Cash in Drawer S 50
Checking Account 830,100

Total Unrestricted Deposits S 830,150

Restricted

Bond and Interest Fund:

Principal & Interest Checking S 419,428

Reserve Checking 103, 601

Depreciation Checking 78,029

SRF Principal & Interest Checking 168,156
Cemetery Fund

Certificates of Deposit 48,547
Nonexpendable Trust Fund

Certificates of Deposit 100,558
Alma Martin Trust

Certificates of Deposit 58,688
Utility Deposit Checking 92,906
Wastewater COP P&I Checking 1,386
Water Construction

Checking 899,190
General Fund

Cash Paid Under Protest 57,147
Clasbey Center Fund

Certificate of Deposit 12,076

Total Restricted Deposits $2,039,712

The ordinance authorizing the Waterworks and Sewage System Revenue
Bonds requires that the City establish various reserve 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
revenue bonds.

—-25-



City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2008

Note 3: Property Taxes

The City of Savannah's real estate taxes collected for the vyear
ending September 30, 2008 amounted to $320,440. This represents
approximately 97.94% 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, 2008 is as follows:

General Fund S .4407
Park and Recreation Fund .2812
Bond and Interest Fund .1692
Total S .8911

The assessed valuation for the City of Savannah at September 30,
2008 is as follows:

Real Estate S 36,717,849
Total S 36,717,849

Note 4: Capital Assets

A summary of the changes in general fixed assets for the year ended
September 30, 2008 is as follows:

Beginning End
of Year Additions Deletions of Year
Land & Bldgs $2,389,364 S - S - $2,389, 364
Vehic & Equip 1,985,530 305,018 - 2,290,548
Totals 54,374,894 S 305,018 3 - $4,679,912

-2 6



City of Savannah, Missouri
Notes to the Basic Financial Statements
September 30, 2008

Note 4: Capital Assets

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

Accumulated Book

Cost Depreciation Value
Land and Improvements $ 1,219,501 & 073,435 S 546,066
Buildings 7,300,771 5,936,213 1,364,558
Plant Improvements 10,200,581 1,067,278 9,133,303
Plant Equipment 2,435,672 2,190,125 245,547
Auto Equipment 80,781 75,990 4,791

Tennis Courts 104,362 104,362 -
Baseball Diamond 32,405 14,450 17,955
Total 821,374,073 $ 10,061,853 $11,312,220

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

Accumulated Book

Cost Amortization Value
Bond Issue Fees 5 126,680 S 119,660 S 7,020
Total S 126,680 S 119,660 S 7,020

Note 5: 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, 2008
broken down by type.

SRE Water Pollution Revenue Bonds

Bonds Payable, October 1, 2007 $ 268,750
Add: Bonds Issued -

Less: Bonds Retired (123,585)
Bonds Payable, September 30, 2008 S 145,165

The city has received $700,000 from the State FEnvironmental
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

% 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 Basic Financial Statements
September 30, 2008
Note 5: Long-Term Debt (Continued)

SRF Water Pollution Revenue Bond (Concluded)

Debt service requirements to maturity are:

Year Ended

September 30, Principal Interest Total

2009 57,000 29,197 86,197
2010 59,000 25,092 84,092
2011 29,165 16,416 45,581
Totals S 145,165 8 70,705 s 215,870

General Obligation Bonds

The following is a summary of the General Obligation Bonds of the
City as of September 30, 2008.

Swimming
Pool
Bonds Payable, Oct 1, 2007 $ 340,000
Add - Bond Issued -
Less - Bonds Retired (50,000)
Bonds Payable Sept 30, 2008 $ 290,000

$650,000 swimming pool serial bonds, dated
June 1, 1994, due in annual installments of
$5,000 to $70,000 commencing March 1, 1995
through March 1, 2014; interest rates are
3.75% to 6.15%, payable March 1 and

September 1. $ 290,000

General Obligation Bonds (Concluded)

Debt service requirements to maturity for the swimming pool bonds
are as follows:

Year Ended

September 30, Principal Interest Total
2009 55,000 9,367 64,367
2010 55,000 7,635 62,635
2011 55,000 5,738 60,738
2012 65,000 3,529 68,529
2013 60,000 1,155 61,155
Totals S 290,000 $ 27,424 8 317,424
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Note 5:

City of Savannah, Missouri
Notes to Basic Financial Statements

September 30,

Long~-Term Debt (Continued)

Revenue Bonds

2008

The following is a summary of the revenue bonds for

September 30,

Debt

2008.

Bonds Payable,

Oct 1, 2007

Add - Bond Issued
Less - Bonds Retired

Bonds Payable

Sept 30, 2008

$7,375,000 waterworks and sewerage system
revenue bonds dated, March 2004,
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.

System Revenue bonds are as follows:

Year Ended
September 30,

2009

2010

2011

2012
2013-2017
2018-2022
2023-2024
Totals

due in

the City as of

2004 Water
Bonds

$7,200,000

(200,000)
$7,000,000

27,000,000

service requirements to maturity for the 2004 Waterworks

Principal Interest Total
S 235,000 S 278,646 S 513,646
255,000 270,989 525,989
265,000 262,864 527,864
275,000 254,049 529,049
1,810,000 1,038,314 2,848,314
2,455,000 620,986 3,075,986
1,705,000 69,875 1,774,875
S 7,000,000 $ 2,795,723 $ 9,795,723

The following is a summary of the Water System revenue bonds for

the City as of September 30,

Bonds Payable,

2008.

Oct 1, 2007

Add - Bond Issued
Less - Bonds Retired

Bonds Payable Sept 30,

2008

-20-

2007 Water
Bonds

$3,300,000

(75,000)
83,225,000




City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 5: 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. $3,225,000
Debt service requirements to maturity for the 2007 Waterworks

System Revenue bonds are as follows:

Year Ended

September 30, Principal Interest Total
2009 S 70,000 S 156,270 3 226,270
2010 80,000 151,870 231,870
2011 90,000 148,470 238,470
2012 115,000 144,083 259,083
2013 90,000 139,471 229,471
2014-2018 510,000 631,815 1,141,815
2019-2023 660,000 484,500 1,144,500
2024-2026 1,610,000 143,393 1,753,393
Totals S 3,225,000 $ 1,999,872 $ 5,224,872

The following is a summary of the NID Principle bonds for the City
as of September 30, 2008.

NID Principal

Bonds
Bonds Payable, Oct 1, 2007 S 45,000
Add - Bond Issued -
Less - Bonds Retired (2,000)
Bonds Payable Sept 30, 2008 g 43,000
$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. g 43,000

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

Year Ended

September 30, Principal Interest Total
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 3,000 2,010 5,010
2014-2018 16,000 7,320 23,320
2018-2022 16,000 3,000 19,000
Totals $ 43,000 $ 21,571 S 04,571
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008
Note 5: Long-Term Debt (Continued)

Capital Leases

The following is a summary of the capital leases of
September 30, 2008.

Leases Payable, Oct 1, 2007
Add - Leases Issued

Less - Leases Retired

Leases Payable Sept 30, 2008

the City as of

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

Golf Cart
Lease
S 235,000
(20,000)
S 215,000
S 215,000

The annual requirements to amortize the golf course lease are as

follows:

Year Ended

September 30, Principal Interest Total
2009 $ 20,000 $ 12,363 s 32,363
2010 25,000 11,788 36,788
2011 25,000 9,631 34,631
2012 25,000 8,194 33,194
2013 25,000 6,756 31,756
2014-2017 95,000 12,506 107,506
Totals 3 215,000 $ 61,238 $ 276,238

Street Drainage

Leases Payable, Oct 1, 2007
Add - Leases Issued

Less - Leases Retired

Leases Payable Sept 30, 2008

-37 -

Lease

$ 2,840,000

(115,000)
$ 2,725,000




City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 5: Long-Term Debt (Continued)

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

$ 2,725,000

The annual requirements to amortize the golf course lease are as
follows:

Year Ended

September 30, Principal Interest Total

2009 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 150,000 121,693 271,693

2014-2018 875,000 474,456 1,349,456

2019-2022 1,285,000 165,675 1,450,675

Totals $ 2,840,000 $ 1,319,055 $4,159,055
COP Sewer
Lease

Leases Payable, Oct 1, 2007 S 515,000

Add - Leases Issued -

lLless - Leases Retired (20,000)

Leases Payable Sept 30, 2008 $ 495,000

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. $ 495, 000

-3Da



City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008
Note 5: Long-Term Debt (Concluded)

The annual requirements to amortize the lease are as follows:

Year Ended

September 30, Principal Interest Total

2009 S 20,000 $ 21,989 s 41,999
2010 25,000 21,296 46,296
2011 25,000 20,483 45,483
2012 25,000 19,608 44,608
2013 25,000 18,671 43,671
2014~2018 145,000 75,348 220,348
2019-2023 185,000 46,353 231,353
2024 45,000 1,598 46,598
Totals 8 495,000 $ 225,356 S8 720,356

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
2009 S 10,139 S 4,169 S 14,308
2010 10,395 3,913 14,308
2011 10,658 3,650 14,308
2012 10,928 3,380 14,308
2013 11,203 3,105 14,308
Thereafter 118,047 13,558 132,005
Totals S 171,370 S 32,175 $ 203,545
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 6: 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 1s 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 13.1%

(general), 5.1% (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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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008

Note 6: Retirement Plan (Continued)
C. Annual Pension Cost

For 2008, the political subdivision's annual pension cost of
$85,965 was equal to the required and actual contributions. The
required contribution was determined as part of the February 28,
2006 and/or February 28,2007 annual actuarial valuation using the
entry age actuarial cost method. The actuarial assumptions as of
February 29, 2008 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 and
division, attributable to seniority/merit, (d) pre-retirement
mortality based on the RP-2000 Combined Health Table set back 0
years for men and 0 vyears 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 29, 2008 was 15 years.

Three-Year Trend Information

Fiscal Annual Percentage Net

Year Pension of APC Pension

Ending Cost (APC) Contributed Obligation

6/30/06 S 66,208 100% $ 0

6/30/07 77,895 100% 0

6/30/08 85,965 100% 0
Note 7: Commitments and Contingencies

Amounts received or receivables from grant agencies are subject to
audit and adjustment by grantor agencies, principally the Federal
government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures that may be disallowed by the
grantor cannot be determined at this time, although the government
expects such amounts, if any, to be immaterial.

There were no known commitments or contingencies September 30,
2008.
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City of Savannah, Missouri
Notes to Basic Financial Statements
September 30, 2008
Note 8: Stewardship, Compliance and Accountability

Compliance with Finance Related Legal and Contractual Provisions

The City incurred no material violations of finance related legal
and contractual provisions.

kxcess of Expenditures Over Appropriations in Individual Funds

For the year ended September 30, 2008, the City had no material
excess of expenditures over appropriations in individual funds.

Net Assets/Fund Balance Deficit

At September 30, 2008, the City had a deficit net asset balance of
$1,507 in the NID Principle Fund. The Park and Recreation COP Ps&I
Fund had a deficit net asset balance of $10,678. The Clasby
Community Center Fund had a deficit net asset balance of $18,598.
The Wastewater Fund had a deficit net asset balance of $20,254.

—-36-
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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) (b-a) [ (b-a) /c]

(a) Entry Age Unfunded (c) UAL as a

Actuarial Actuarial Actuarial Accrued (a/b) Annual Percentof

Valuation Value Accrued Liability Funded Covered Covered

Date of Assets Liability (UAL) Ratio Pavroll Pavroll
2/28/06 $1,006,881 $ 1,134,417 $ 127,536 89% $595, 564 21%
2/28/07 1,068,105 1,186,979 118,874 90% 644,522 18
2/28/08 1,286,370 1,416,387 130,017 91% 774,749 17

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, 2008

Revenues:
Taxes
Interest
Other

Total Revenues

Expenditures:
Current:
General Department
Police Department
Fire Department
Street Department

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

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

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

The accompanying notes to the financial statements are an

Budget

$ 472,700
2,000
61,550

536,250

447,050
310,300

33,510
228,650

1,019,510

(483,260)

345,300

345,300

$(137,960)

General Fund

Actual

$ 654,422
2,803
156,848

_ 814,073

438,313
311,095

33,5681
235,221

1,018,210

(204,137)

345,300

345,300

141,163
76,739

$ 217,902

integral part of this statement

38

Variance
Favorable

(Unfavorable’

$ 181,722
803
95,298

277,823

8,737
(795)
(71)

(6,571)
1,300

279,123

$(279,123)



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, 2008

Special Revenue Fund

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Taxes $ 878,700 $ 880,814 $ 2114
Operations 65,700 95,470 29,770
Interest 13,765 19,283 5518
Intergovernmental 191,000 207,112 16,112
Other 178,950 17,383 (161,567)
Total Revenues 1,328,115 1,220,062 {(108,053)
Expenditures:
Current:
Parks and Recreation Dept 384,800 377,198 7,602
Police Department - - -
Street Department 717,479 691,394 26,085
Street Drainage 302,980 263,127 39,853
NID Principal 3,100 4,990 (1,890)
Parks and Rec COP 37,000 54,070 (17,070)
Tree Board - - -
Total Expenditures 1,445,359 1,390,779 54,580
Excess (Deficiency) of Revenues
Over (Under) Expenditures (117,244) (170,717) (63,473)
Other Financing Sources (Uses)
Operating Transfers In 331,500 330,000 (1,500)
Operating Transfers Out (348,000) (348,000) -
Total Other Financing Sources
(Uses) (16,500) (18,000) (1,500)
Excess (Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $ (133,744) (188,717) $ 54,973
Fund Balance, October 1 559,946
Fund Balance, September 30 $ 371,229

The accompanying notes to the financial statements are an
integral part of this statement
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City of Savannah, Missouri
Notes to Required Supplementary Information
For the Year Ended September 30, 2008

Note 1: Budget Policies
The budget policies of the City are as follows:

(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) The Board of Aldermen reviews the tentative budget and may make some
revisions before approving a “preliminary” budget and calling for a
public hearing which is generally held in October.

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

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

(6) Formal annual budgetary accounts are employed as a management
control device for the General Fund and each individual Special Revenue
Fund Type.

(7) During the fiscal year, the City can legally amend the operating
budgets and is enpowered to implement supplemental appropriations.
Budget amendments are reguired for departmental budgetary control. All
budget amendments and budget transfers require City Council approval.

(8) Annual budgets for the General and Special Revenue Funds are adopted
on a basis consistent with accounting principles generally accepted in
the United States of America, except that encumbrances are treated as
budgeted expenditures in the year of incurrence of the commitment to
purchase. All unencumbered appropriations lapse at the end of the
fiscal year.

(9) Total expenditures for each object classification within a

department may not legally exceed the total appropriations for that
object classification.

- -
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City of Savannah, Missouri
Statement of Revenues, Expenditures and Changes in Fund
Balance - General Fund
For the Year Ended September 30, 2008

General Police Fire
Department Department Department
Revenues:

Real Estate Taxes - - -
Franchise Taxes - - -
Fines and Permits - - -
Interest income - - -
Special Taxes - - -
County Taxes - - -
Grant Receipts - - -
Other - - -

Total Revenues - - -

Expenditures:

Salaries and Wages 164,525 193,663 16,786
Payroll Taxes 14,494 14,332 1,291
Retirement 14,630 8,999 -
Group Insurance 26,667 31,121 -
Training 4,207 2,327 125
Utilities and Telephone 55,272 7,307 -
Insurance 12,262 14,477 2,521
Capital Outlay 6,857 3,145 3,234
Printing and Publications 5,865 - -
Election Costs 1,911 - -
Fuel and Oil 453 18,841 724
Repairs and Maintenance 88,863 10,506 5,437
Uniforms 297 1,982 -
Professional Fees 12,327 - -
Postage 3,347 - -
Animal Control - 1,081 -
Service Agreement 2,582 - -
Dues 7.209 - 963
Office Supplies 5,941 - -
Testing 4,879 - -
Travel 1,692 - -
Rental - - 2,500
Miscellaneous 4,033 3,314 -

Total Expenditures 438,313 311,095 33,581

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
Other Financing (Uses)

Fund Balance, October 1

Fund Balance, September 30

41

Street
Department

$ -

113,631
8,525
14,834
15,833

12,420
8,648
10,559

11,959
36,872
1,899

Totals
(Memorandun

Only)

$ 159,731
462,989
37,578
2,803
25,666
6,036
97,759
21,511

814,073

488,605
38,642
38,463
73,621

6,659
74,999
37,908
23,795

5,865

1,911
31,977

141,678

4,178
12,327

3,347

1,081

2,682

8,172

5,941

4,879

1,692

2,500

7,388

1,018,210

(204,137)

345,300

345,300

141,163

76,739

$ 217,902



City of Savannah, Missouri
Statement of Expenditures Compared to Budget - General Fund
For the Year Ended September 30, 2008

Variance
Favorable
Budget Actual Unfavorable
General Department
Salaries and Wages $160,000 $164,525 $ (4,525)
Payroll Taxes 12,250 14,494 (2,244)
Retirement 16,000 14,630 1,370
Group Insurance 40,000 26,460 13,540
Deductible and Coinsurance 2,000 207 1,793
Training 4,000 4,207 (207)
Utilities, Telephone & Trash 55,800 55,272 528
Insurance 14,300 12,262 2,038
Capital Outlay 4,200 6,857 (2,8657)
Printing and Publications 4,500 5,865 (1,365)
Election Costs 5,000 1,911 3,089
Repairs, Maintenance & Fuel 89,000 89,316 (316)
Uniforms - 297 (297)
Professional Fees 15,000 12,327 2,673
Postage 2,800 3,347 (547)
Service Agreements 2,700 2,582 118
Dues 6,700 7,209 (509)
Office Supplies 4,300 5,941 (1,641)
Travel 1,000 1,692 (692)
Miscellaneous 5,000 4,033 967
Testing 2,500 4,879 (2,379)
Contingency - - -
Total General Department $447,050 $438,313 $ 8,737
Police Department
Salaries and Wages $183,500 $193,663 $(10,163)
Payroll Taxes 14,100 14,332 (232)
Retirement 9,300 8,999 301
Group Insurance 41,000 31,121 9,879
Training 2,000 2,327 (327)
Utilities and Telephone 5,500 7,307 (1,807)
Capital Outlay 2,200 3,145 (945)
Insurance 15,500 14,477 1,023
Fuel and Oil 15,000 18,841 (3,841)
Repairs and Maintenance 15,200 10,506 4,694
Uniforms 2,500 1,982 518
Animal Control 1,500 1,081 419
Miscellaneous 3,000 3,314 (314)
Total Police Department $310,300 $311,095 $ (795
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Fire Department
Salaries and Wages
Payroll Taxes
Training
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
Miscelianeous

Total Street Department

Total

City of Savannah, Missouri
Statement of Expenditures Compared to Budget - General Fund

For the Year Ended September 30, 2008

Budget

$ 17,000
1,310

2,700
5,200

500
1,100
2,500

3,200
$ 33,510

$ 107,000
8,200
14,100
15,300
12,700
9,200

9,150
6,000
45,000
2,000

$ 228,650

$ 1,019,510

43

Actual

$ 16,786
1,291

125

2,621
3,234

724

963

2,500

5,437

$ 33,581

$ 113,631
8,525
14,834
15,833
12,420
8,648
10,559
11,959
36,872
1,899
11

$ 235221

$1,018,210

Variance
Favorable

(Unfavorable

$ 214
19

(125)

179
1,966
(224)

137

(2,237)
$ Ty

$ (6,631)
(325)
(734)
(533)
280

552
(1,400)
(5,959)

8,128
101

(A
$ (6,571)

$ 1,300
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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, 2008

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Operations $ 65,700 $ 92138 $ 26,438
Real Estate Taxes 102,300 102,214 (86)
Sales Tax 180,000 192,537 12,537
County Taxes 3,200 3,854 654
Interest 1,200 3,489 2,289
Other 750 9129 8378
Total Revenues 353,150 403,361 50,211
Expenditures: :
Salaries and Wages 126,500 137,988 (11,488)
Payroll Taxes 10,000 10,452 (452)
Retirement 10,500 8,477 2,023
Group Insurance 12,000 6,766 5,234
Utilities and Telephone 11,600 17,061 (5,461)
Insurance 12,000 9,513 2,487
Capital Outlay 140,000 106,800 33,200
Fuel and Qil 6,000 9,309 (3,309)
Chemicals 13,000 15,521 (2,521)
Repairs and Maintenance 22,000 21,352 648
Recreation Program 3,500 9,211 (5,711)
Rock, Spraying and Seeding 1,000 - 1,000
Miscellaneous 600 2,588 (1,988)
Merchandise 15,000 20,618 (5,618)
Uniforms 1,100 1,542 (442)
Total Expenditures 384,800 377,198 7,602
Excess (Deficiency) of Revenues
Over (Under) Expenditures (31,850) 26,163 57,813
Other Financing Sources (Uses)

Transfers In 1,500 - (1,500)
Transfers Out (68,000) (68,000) -
Total Other Financing Sources (66,500) (68,000) (1,500)

Excess (Deficiency) of Revenues

and Other Financing Sources Over

(Under) Expenditures and Other

Financing (Uses) $(98,150) (41,837) $ 56,313
Fund Balance, October 1 139,542

Fund Balance, September 30 $ 97,705
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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, 2008

Revenues:
Operations
Interest

Total Revenues
Expenditures:
Training
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balance, October 1

Fund Balance, September 30

Budget

47

Actual
$ 3,332

44
3,376

3,376

S (2

$ 3,312

Variance
Favorable

{Unfavorable)

$ 3,332
44

3,376

$ 3,376



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, 2008

Revenues:
Sales and Use Tax
Interest
Intergovernmental
Other

Total Revenues

Expenditures:
Street Repairs
Professional Services
Capital Outlay
Oil and Asphalt
Rock, Chat and Tubes

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

$205,000
10,000
191,000
176,200

582,200
425,000
6,000

145,000
7,000

583,000

(800)

$  (800)
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Actual

$192,561
12,682
207,112

1,119
413,474

345,217
53,872
5,249
176,596

580,934

(167,460)

(167,460)

375,759

$208,299

Variance
Favorable

(Unfavorable)

$ (12,439)
2,682
16,112
(175,081)
(168,726)

79,783
(53,872)
751
(31,596)
7,000
2,066

(166,660)

$ (166,660)



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, 2008

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Sales and Use Tax $ 383,000 $385,123 $ 2,123
Interest - 1,376 1,376
Other 2,000 7,135 5,135
Total Revenues 385,000 393,634 8,634
Expenditures:
Capital Outlay 59,500 53,160 6,340
Personal Property Replacement 57,300 57,300 -
Contingency 17,679 - 17,679
Total Expenditures 134,479 110,480 24,019
Excess (Deficiency) of Revenues
Over (Under) Expenditures 250,521 283,174 32,653
Other Financing Sources (Uses)
Transfers In - - -
Transfers Out (280,000) (280,000) -
Total Other Financing Sources (280,000) (280,000) -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $ (29,479) 3,174 $ 32,653
Fund Balance, October 1 30,040
Fund Balance, September 30 $ 33,214
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City of Savannah, Missouri
Street Drainage Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2008

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Interest $ 1,000 $ 971 $ (29)
Other - - -
Total Revenues 1,000 971 (29)
Expenditures:
Capital Outlay 147,980 116,014 31,966
Interest 155,000 147,113 7,887
Total Expenditures 302,980 263,127 39,853
Excess (Deficiency) of Revenues
Over (Under) Expenditures (301,980) (262,156) 39,824
Other Financing Sources (Uses)
Transfers In 270,000 270,000 -
Transfers Out - - -
Total Other Financing Sources 270,000 270,000 -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $(31,980) 7,844 $ 39,824
Fund Balance, October 1 31,980
Fund Balance, September 30 $ 39,824
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City of Savannah, Missouri
NID Principal Fund

Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual

For the Year Ended September 30, 2008

Revenues:
Real Estate Taxes
Interest

Total Revenues

Expenditures:
Interest

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

Budget

$ 5,200
20

5,220

3,100
3,100

2,120

and Other Financing Sources Over

(Under) Expenditures and Other
Financing (Uses)

Fund Balance, October 1

Fund Balance, September 30

$ 2,120
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Variance
Favorable
Actual (Unfavorable)
$ 4,525 $ (675)
7 (13)
4,532 688
4,990 1,890
4,990 (1,890)
(458) (2,578)
(458) $ (2,578)
{1,049)
$ (1,507)



City of Savannah, Missouri
Tree Board Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2008

Variance
Favorable
Budget Actual Unfavorable
Revenues:
interest $ 45 $ 28 $ (17)
Other - - -
Total Revenues 45 28 (17)
Expenditures:
Capital Outlay - - -
Interest - - _
Total Expenditures - - -
Excess (Deficiency) of Revenues
Over (Under) Expenditures 45 28 (17)
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) 3 45 28 3 (17)
Fund Balance, October 1 1,032
Fund Balance, September 30 $ 1,060
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City of Savannah, Missouri
Park and Recreation COP P&l
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended September 30, 2008

Variance
Favorable
Budget Actual (Unfavorable
Revenues:
Interest $ 1,500 $ 686 $ (814)
Other - - -
Total Revenues 1,500 686 814
Expenditures:
Capital Outlay - - -
Interest 37,000 54 070 (17,070)
Total Expenditures 37,000 54,070 (17,070)
Excess (Deficiency) of Revenues
Over (Under) Expenditures (35,500) (53,384) (17,884)
Other Financing Sources (Uses)
Transfers In 60,000 60,000 -
Transfers Out - - -
Total Other Financing Sources 60,000 60,000 -
Excess (Deficiency) of Revenues
and Other Financing Sources Over
(Under) Expenditures and Other
Financing (Uses) $ 24,500 6,616 $(17,884)
Fund Balance, October 1 (17,294)
Fund Balance, September 30 $(10,678)
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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 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 governmental activities,
the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Savannah, Missouri as of and
for the year ended September 30, 2008, which collectively comprise the
City of Savannah Missouri’s basic financial statements and have issued
my report thereon dated January 9, 2009. 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 basig for
designing my auditing procedures for the purpose of expressing my
opinions 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 Cities
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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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

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 management, City Council,
others within the entity, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone
other than these specified partiegs.

Lo 2 Moenn con

Kevin G. Hudson, C.P.A.
Certified Public Accountant
January 9, 2009
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