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BU_ GETARY CONTROLS (continued)

It  the opinion of management that the internal controls utilized are adequate and
provide for the safeguarding of assets and assure proper recording of financial transactions.

PENSIONL _\.5..0

The City maintains two defined contributions pension trust funds, the Civilian Employees
Pension Fund and the Police Officer’s and Firefighter’s Retirement Fund, which covers all
regular full-time employees of the City of Kirkwood, the Kirkwood Park Board, the Kirkwood
Public Library District, and rkwood Housing Authority.

The Civilian Employees Pension Fund receives contributions from the City, Park, Library
District, and Housing Authority equal to 5% of the participant employee’s gross wages.

The Police and Fire Pension Fund is funded from property taxes levied for such purposes,
and provides 5% to each commissioned police and fire employ s retirement account annually.
Additionally commissioned police and fire employees contribute up to 7.65% of their wages.
This rate fluctuates with the Social Security and Medicare rates. The fund contribut:  an amount
equal to the employee contribution, which is termed a “supplemental account in lieu of Social
Security.” The intent is to provide overall pension contributions for commissioned police
officers and firefighters equivalent to the Social Security and pension contributions for those
employees under the Social Security system.

CASH MANAGEMENT

The Finance Department works with a certified investment advisor for the investment of
the City’s idle funds. All funds except the pension funds and the TIF proceeds for Kirkwood
Commons/Meacham Park Tax Increment Financing District are pooled for investment purposes.
Certificates of . 2posit and repurchase agreements are two types of investments the City recently
has used.

INDEPENDENT AUDIT

State statutes and the City Charter require an annual audit by independent certified public
accountants. ..le accounting firm of Schowalter & Jabouri, P.C. was  ected by the City
Council for this year’s audit. The auditor’s report on the basic financial statements is included in
the financial section of this report.
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The man ment’s discussion and analysis on pages 3 through 16 and the Schedule of
Revenues, Expenditures and Changes in Fund Balances - Budget and Actual and related notes on
pag 64 through 70 are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted principally of inquiri  of management
regardii  the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Kirkwood, Missouri’s basic financial statements. The
introductory section, the combining and individual nonmajor fund financial statements (other
supplementary information) and the statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The other supplementary
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The introductory and stat ical sections have not
been subjected to the auditing procedures applied in the audit of the basic financial statements,
and accordingly, we express no opinion on them.

%R%S\ R AS

SCHOWALTER &JABOURI, P.C.

St. Louis, Missouri
July 1, 2005






~rv OF KIRKWOOD, MIS<URI

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED M/...CH 31, 7705

Overview ol . .nancial Statements (continued)

The statement of activities presents infc  1ation showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the )vernment-wide financial statements distinguish functions of the CITY OF
RKWOOD that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The governmental
activities of the CITY OF KIRKWOOD include general government, public safety, highways
and streets, sanitation, economic development, and culture and recreation. The business-type

activities of the CITY OF KIRKWOOD include Water, Sanitation and an Electric Distribution
operation.

The government-wide financial statements include not only the CITY OF KIR ~¥OOD
itself (known as the primary government), but also a legally separate Industrial Development
Authority for which the CITY OF KIRKWOOD is financially accountable. Financial
information for this component unit is reported by the City.

The government-wide financial statements can be found on pages 17 and 18 of this
report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The CITY
OF KIRKWOOD, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the CITY
OF KIRKWOOD can be divided into three categories: governmental funds, proprietary funds,
and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financial requirements.

Because the focus of gov  mental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funq’s
with similar information presented for governmental activities in the govemment.-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing dec  ons. Both the governmental _fund balance sheet an('i the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental

activities.






( R NOQOD, MISSOURI

MANAGEMENT’S DISCl ON A}._ ¢+ ALYSIS
FOR THE FISCAL YEAR )JED MARCH 31, 2005

Overview of Financial Statements (continued)

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statement because the resources of those funds are nor available to support the CITY
OF KIRKWOOD’S own pri  ams. The accounting used for fiduciary funds is much like that
used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 27 and 28 of this
report.

Notes to the Financial Statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the basic financial statements can be found on pages 29 thro1 "1 63 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information conc  ng the CITY OF

RKWOC _ S budgetary comparisons. Required supplementary information can be found on
pages 64 through 70 of this report.

The combining statements referred to earlier in connection with nonmajor governmental
funds and internal service funds are presented in other supplementary infi 1ation. Combini
and individual fund statements and schedules can be found on pages 71 through 83 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the C.. Y OF KIR NOOD, assets exceeded liabilities by
$61,107 at the close of the most recent fiscal year.

.y far the la portion of the CITY OF KIRKWOOD’S net assets (62 percent) reflects
its investment in capital assets (e.g., land, buildings, machinery, and equipment). The CITY OF
KIE NOOD uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. The second largest portion of the CITY OF
KIRKWOOD’S net assets is the cash balance. The cash balance is a portion of the cash needed
to operate the various funds and utilized to ensure positive cash flow.






























CITY OF KIRKWOOD, *"“SOURI

MANAGEMENT SCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED MARCH 31, 2005

—<onomic Factors and Next Year’s _.a¢ ts and Rates

Our electric distribution operation has historically matched a regional electric supplier
AmerenUE rates. AmerenUE serves a third of Kirkwood’s citizens. The public service
commission forced AmerenUE to lower their electric rates over a three-year period. Kirkwood
followed suit and in October of 2004 Kirkwood implemented the third rate reduction in as many
years. After the third reduction we estimate our revenue lo  will be over a million dollars a
year.

Requests for Information

This financial report is des’ ed to provide a general overview of the CITY OF
RKWOOD’S finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to the City of Kirkwood, Director of Finance, 139 S. Kirkwood
Road Kirkwood, Missouri 63~ -4303,

-16 -












C.. [ OF KIRKWOOI™ *MISSOURI

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMI TAL FUNDS
TO THE STATEMENT OF NET ASSETS

NMARPCH 21 INNK

Total fund balance - governmental funds $ 15,847,647

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

Capital assets used ir  wvernmental activities are not financial resources and,
therefore are not reported in the funds. The cost of the assets is $75,716,201
and the accumulated depreciation is $29,315,669........cccooiriiiiriiieeeee et ste e e 46,400,532

Property taxes assessed by the City, but not collected within 60 days of year
end, are deferred within the fund financial statements. However, revenue for
this amount is recognized in the government-wide STatEMENLS.........vevrceereieriirrierirecieeeereeneesre s eeeeees 71,582

The internal service fund is used by the City to charge the cost of medical

and worker's compensation insurance and city-wide vehicle and equipment

maintenance and repair costs to individual funds. The assets and liabilities

of the internal service fund are included in governmental activities in the

STALEIMENT OF NET ASSEES....citiiiiiiiiiieiiiiii et eiee et ee ettt eeetes et ee e s es s s s sassssnnssssarananssrsrnsssassnnsnsssnsrnns 179,885

Long-term liabilities applicable to the City's governmental activities are not
due and payable in the current period and, accordingly, are not reported as
liabilities within the fund financial statements. Interest on long-term debt
is not accrued in governmental funds, but rather is recognized as an
expenditure when due. All liabilities - both current and long-term - are
reported on the government-wide statement of assets. Discounts,
premiums, deferred amount on refunding and bond issuance costs are reported
in the governmental fund financial statements when the debt was issued
wher  these amounts are deferred and amortized over the life of the debt
as an adjustment to interest expense on the government-wide financial
statements.

Balances as of March 31, 20t  are:

Accrued compensated absences, Vacation.........ceccuvereererrereeerenieseericineeneeeneenes (274,376)
Accrued interest on outstanding debtS........covvriiiiccniniini e (345,681)
Bonds and notes payable.........c.oviiieiieiin e (36,993,484)
Deferred amount on refundii  ..oveeoveiiieiieiee e eees 625,143
Unamortized bOmnd ISSUE COSIS.......vuiirreeirriireieiiieeecireerrreeeereeareeerseessneeesvesssseeenes 349,036
Unamortized bond diSCOUNL.............oovveiiieiireeeeieeeceeetee e e eer et e e 81,372

Unamortized bond premiumi...........vcoveovieeeniinienerirseereetecere e es e
(24 A70 720\

Total net assets - governmental activities € IR RIN ANT

See accompanying notes to the basic financial statements

-20-






CITYC ~—  MISSO ™

RECONCILIATION OF THE STATEMENT OF REVENUES, E3.. ANDITURES

AM._ CHANGES IN FUND BALANCES OF GOVEL
STATEMENT OF ACTIVITIES

ENR TUE BICHAT VEAR ENDEN MADAI 312005

Net change in fund balances - total governmental funds,
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the

statement of activities, assets with an initial, individual cost of more than $5,000,

for general and infrastructure, are capitalized and the cost is allocated over their

estimated useful lives and reported as depreciation expense. Donated assets are

not recorded in the governmental funds but are recognized as revenue in the

statement of activities. This is the amount by which capital outlays and donated

capital assets exceeded depreciation in the current period.
CaPital OULIAYS. ..ottt s et e b e e b ettt b et e p et eneae
DEPreCiation EXPEIISE. ....iuviuirieeireruietireterar e teaeet s eresue st ess e sresaesesaassesbe e s st aeese st ereasesesaenenneas

In the statement of activities, the loss on the disposition of capital assets is
reported. The fund financial statements recognize only the proceeds from
the Sale Of thOSE ASSELS.....ccoverereriiciii ettt ettt et s nenns

The governmental funds report bond proceeds as an other financing source, while

repayment of bond principal is reported as an expenditure. In the statement of net

assets, however, issuing debt increases long-term liabilities and does not affect

the statement of activities. Similarly, repayment of principal is an expenditure in

the governmental funds financial statements but reduces the long-term liabilities

in the statement of net assets.
Debt issued (unpaid interest added to principal)..........ccvcimiiinieinienn i e
Repayment of bond principal...... ..o

Under the modified accrual basis of accounting used in governmental funds
the effect of issuance costs, discounts and premiums when debt is first issued is
reported in the operating statement, whereas these amounts are deferred and
amortized in the statement of activities. Interest is recognized as an expenditure
in the governmental funds when it is due. In the statement of activities, interest
expense is recognized as it accrues, regardless of when it is due. Some expenses
reported in the Statement of Activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds.
The net effect of these differences is as follows:
Accrued interest on bonds...
Compensated abSencCes........c.ccvvvireerirnreriereneenierieireeeeeeenes
Amortization of premiums and discounts on debt issuance.....
Amortization Of bond ISSUSNCE COSES.......vvrirerriuirieriiererieesiiiiesrinire st caesreens s eseseeseenre e sasssrsne
Amortization of deferred amount on refunding............ccocviiiiiiiiiiii i

The internal service funds are used by management to charge the costs of the risk
management and fleet services activities to individual funds. The adjustments
for the internal service fund "close" the fund by charging additional amounts to
participating activities to completely cover the internal service fund's costs

for the year.

Total net decrease for the internal Service fURd...........coooeiiiiiiiii et

Property tax revenues received prior to the year for which they are being levied are
reported as deferred revenue in the governmental funds. They are, however, recorded
as revenues in the statement of activities. Deferred property tax revenues increased
this year.

Change in net assets of governmental activities

See accompanying notes to the basic financial statements

MENTAL FU}_ 3 TO THE

$  (236,277)

3,908,401
(2,22022™ 1,688,179
(54,456)
(75.,620)
2 €70 nnn 3,494,380
42,962
(5,076)
14,396
(34,819)
I:l\’-61l'\\ (33,156)
(738,612)
~1 a50

¢ A 141 000












CIT "

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

FOR THFR FIRCAT VEAR

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES:

Operating income (loss)..........

Adjustments to reconcile operating income
(loss) to net cash provided by (used in)

operating activities:
Depreciation expense...

(Increase) decrease in assets:

Service receivable.....
Other receivables......

INVENEOTY ..o e

Increase (decrease) in liabilities:

Accounts payable......

Accrued wages and vacation.........c.eceveeeceneeinennens

Deposits held for others..........
Claims payable..........

Total adjustments..

NET CASH PROVIDED BY (USED IN)

OPERATING ACTIVITIES

Businesr Trme A ~tivitian

Tlanteman

$ 2,070,553

412,555

(138,754)
(1,624)
2,511

(58,734)

1,491
(37,538)

-26 -

RKWQ "~ “MIf

Water

$ 543,204

216,410

9,214)
(6,250)
(10,585)

(148,371)
334
(3,007)

Cncltntime

$ 551,075

136,656

(86,788)
(21,060)
(25,034)

18,445
1,657

See accompanying notes to the basic financial statements

Fntornrica Fiinde

Trtal

$ 3,164,832

765,621

(234,756)
(28,934)
(33,108)

(188,660)

3,482
(40,545)

7 ANT NYND

Governmental
Activities -
Internal

Service Funds

$  (646,681)

(524)
8,740

7,890
(6,226)

A1L 2Nt

@ 9971 &N












CITY OF KIF ~NOOD, MI{ DURI

NOTES TO BASIC FIN¢  CIAL STATEMEN"
MARCH 31, 2005

1.

SUMMARY OF SIGNIFICANT A _ COUNTING POLICIES (continued)

Repor* - - Entity {(co~*1ued)

City of Kirkwood, NM:~~~uri PYlic Facilities Authority (PFA)

The PFA is a not-for-profit corporation created by Ordinance of the City
Council, organized and existing under the laws of the State of Missouri. Board
members are appointed by the Mayor of the City and must be approved by
Council. The purpose of the PFA is to facilitate the acquisition and construction
of certain capital improvements and facilities solely for the benefit of the City of

rkwood, Missouri. Funding of such capital improvements and facilities is
provided through the issuance of leasehold revenue bonds. The PFA is accounted
for as if it were part of the City’s operations because it was established to provide
services exclusively to the City.

Downtown Special Business District (SBD)

The £ was created by Ordinance of the City Council, organized and
existing under the laws of the State of Missouri. Board members are the same as
the City Council. The City is responsible for fiscal management and exercises
control over the SBD. The SBD is accounted for as a part of the City's operations
because the governing body of the SBD is the same . the City.

Discretely Presented Component Unit

The discretely presented component unit column in the )vernment-wide

financial statements includes the financial data of the City's other component unit. It is
reported in a separate column to emphasize that is it legally separate from the City.

Industric' ™~ ~lopment Authority of the 7**y of rkwood, Missouri (IDA)

The IDA is a not-for-profit corporation established by an Ordinance of the
City Council and formed under RSMo. Chapter 349, The Industrial
Development Corporations Act. 1t is designed to develop, advance, encour:
and promote commercial, indus 1l and manufacturing facilities in the City. The
IDA Board of Directors are appointed by the Mayor with consent of the City
Council. The City provides the IDA financial and administrative support. Separate
financial statements are not prepared for tl IDA.

-30 -






~1Tv OF KIRKWOOD, MISSOURI

NOTES TO BASIC FINANCIAL STATEMENTS
MARCH 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

I'"1d Accounting

The City uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with self-balancing accounts. Governmental
resources are allocated to and accounted for in individual funds based upon the purposes
for which they are to be spent and the means by which spending activities are controlled.
There are three categories of funds: governmental, proprietary and fiduciary.

Governmental Funds

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 propriet: | funds) are
accounted for through governmental funds. The measurement focus is upon
dete nation of and changes in financial position rather than upon net income. The
following are the City's governmental major funds:

General - The general fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in
another fund.

T " Board - Used to account for prop« s tax proceeds restricted
specttically for park operations.

Kirkwood Comr~~s ™F - Used to account for the activities of the City's
rkwood Commons tax increment financing d rict.

Capital ™--~vements - This fund is used to account for financial resources
designatea tor the acquisition or construction of major capital facilities or
improvements.

Recrert~~/Facilities - This fund is used to account for financial resources
designated for the construction of the City's recreation/facilities complex.

The other gove nental funds of the City are considered nonmajor. ..ey are
special revenue funds which account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specific purposes, the capital project funds which
account for financial resources to be used for acquisition or construction of major capital
facilities and the debt service fund which is used to account for the accumulation of
resources for, and the payment of, general long-term debt _ incipal, interest and related
costs.

-32-






CITY OF KIRKWOOD, MISSOURI

NO1..5 TO BASIC FINANCIAL STATEMENTS
MARCH 31, 2005

SUMMARY OF GNIFICANT ACCOUNT. G POLICIES (continued)

Fiduci nd Type - Trust and Agency Funds

Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City's own
progran  Pension trust funds are accounted for and reported similar to proprietary funds.
The pension trust funds account for the City's Police Officers' and Firefighters’ Pension
Plan and the Employees’ Pension Plan. Agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of the results of operations. The City's agency
funds account for municipal court collections for bail bonds and deposits collected on
behalf of the trustee of the transportation development district.

Measurer-~=* F~~~

Measurement focus refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the basic financial statements.

Government-Wide F*~ancial Statements

The government-wide financial statements are prepared using the
economic resources measurement focus. All assets and all liabilities associated
with the operation of the City are included on the Statement of Net Assets.

Fund Financial Statements

All gove nental funds are accounted for usit  a flow of ¢t nt financial
resources measurement focus. With this measurement focus, only current assets
and current liabilities generally are included on the balance sheet. The statement
of revenues, expenditures and changes in fund balances reports on the sources
(i.e., revenues and other financing sources) and uses (i.e., expenditures and other
financing uses) of current financial resources. This approach differs from the
manner in which the governmental activities of the government-wide financial
statements are prepared. Governmental fund financial statements therefore
include reconciliation with brief explanations to better identify the relationship

between the government-wide statements and the statements for governmental
funds.

Like the government-wide statements, all proprietary funds are accounted
for on a flow of economic resources measurement focus. All assets and all
liabilities associated with the operation of these funds are included on the
statement of net a :ts. The statement of changes in fund net ; ets presents
increases (i.e., revenues) and decreases (i.e., expenses) in total net assets. The
statement of cash flows provides information about how the City finances and
meets the cash flow needs of its proprietary activities.
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CITY OF """ XWOOD, MISSOURI

NOTES TO BASIC FINANCIAL STATEMENTS
MARCH 31, 2005

SUMMARY OF GNIFICANT ACCOUNT!] G POLICIES (continued)

Cash and Investments

The City maintains a cash and investment pool available to all City funds. For
financial reporting purposes, investments are allocated in proportion to each fund's
cash balance to the total cash balance.

Investments are shown at fair value. Fair value is det¢ ined by closing market
prices at year-end as reported by the investment custodian.

Prepaid Iten

Payments made to vendors for services that will benefit periods beyond March 31,
2003, are recorded as prepaid items using the consumption method. A current asset for the
prepaid amount is recorded at the time of the purchase and an expenditure/expense is
reported in the year in which services are consumed.

~*~red Revenues
Deferred revenue arises when assets are recognized before revenue recognition
criteria has been satisfied. Certain grants received before eligibility requirements are

met are reported as deferred revenues.

In governmental fund financial statements, receivables that will not be
collected within the available period have also been reported as deferred revenue.

Expenses/Expenditures

On the accrual basis of accounting, expenses are recognized at the time they
are incurred.

The measurement focus of governmental fund accounting is on decreases in
net financial resources (expenditures) rather than expenses. Expenditures are
generally recognized in the accounting period in which the related fund liability is
incurred, if measurable. However, principal and interest on general long-term debt,
which have not matured are recognized when paid. Allocations of cost, such as
depreciation and amortization, are not recognized in governmental funds.

All~--ar~~ fr-"Jncollectib- = counts

The City provides an allowance for uncollectible accounts equal to the
estimated collection losses that will be incurred in collection of its property tax and
enterprise fund services receivable. The estimated losses are based on historical
collection experience coupled with a review of the current status of the existing
receivables. The City follows the practice of writing off uncollectible accounts as they
are incurred for all other receivables.
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C™Y OF KIRKWOOD, MISSOURI

OTES TO BASIC FINANCIAL T[ATEMENTS
MARCH 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Long-Term I ‘~%ilities (continued)

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

Accumulated Unpaid Vacation and Sick Le~~

City employees earn vacation based upon their years of continuous service on a
calendar year basis. Accrued vacation time is payable to employees upon termination.
Sick leave accrues each month of continuous service, subject to a maximum of 130 days,
and is payable during periods of illness. The City do. not accrue nor is obligated for
payment of accumulated sick days.

Accumulated unpaid vacation is accrued in the government-wide financial
statements and in the proprietary funds. A liability is recorded in the governmental fund

financial statements when payment is due.

Capital Contributions

Capital contributions in the enterprise funds represent government grants,
contributions and other aid to fund capital projects. In accordance with GASB 33, capital
contributions are recognized as revenue when the expenditure is made and amounts
became subject to claim for reimbursement.

Interfund Transactions

Transfers of resources from a fund receiving revenue to the fund through which
the resources are to be expensed are recorded as other financing sources (uses) in the
governmental fund financial statements.

In the process of aggregating data for the statement of net assets and the statement
of activities, some amounts reported as interfund activity and balances in the funds were
eliminated or reclassified. Interfund receivables and payables were eliminated to
minimize the "grossing up" effect on assets and liabilities within the governmental
activities column.

Nonroutine or nonrecurring transfers between funds are reported as additions to or

deductions from fund balances of governmental fund types and additions or deductions of
contributed capital or retained earnings, as appropriate, of the proprietary fund type.

-38 -






CITY OF KII 0D, MISSOURI

NOTES TO BASIC FINANCIAL STATEMENTS
MARCH 31, 20(

CASH AND INVESTMENTS

The City maintains a cash and investment pool available to all City funds. For
financial reporting purposes, investments are allocated in proportion to each fund's
cash balance to the total cash balance.

Missouri state statutes authorize the City to invest in obligations of the U.S.
Treasury and U.S. Government agencies, the State of Missouri, and certain political
subdivisions of the State of Missouri. All pension trust fund investments are governed
by the investment authority known as the "prudent person rule" as set forth by state
statute. Deposits in financial institutions must be collateralized by securities pledged
to the City by these same i1 itutions or covered by I _ _C insurance.

At year end, the ¢ _ing amount of the City's deposits, including the discretely
presented component unit, was $(43,165) and the bank balance was $99,706. The entire bank
balance was insured by the FDIC.

Investments

Investments are shown at fair value. Fair value is determined by closing market
prices at year-end as reported by the investment custodian.

The City's investments are categorized below to give an indication of the level of
risk assumed at year end. Category 1 includes investments that are insured or registered, or
for which the securities are held by the City or its agent in the City's name. Cati iy 2
includes uninsured and unregistered investments for which the securities are held by the
counterparty's trust department or agent in the City's name. Category 3 includes uninsured
and unregistered investments for which the securities are held by the counterparty, or by its
trust department or agent, but not in the City's name.

Cat iy Carrying
1 Z 3 Val-
Investments:

U.S. government agency
SECUILIES c.vveeveeeeeecreeereeereeenn $ -- $34,407,526 $ -- $34,407,526
Repurchase agreement ............. _ 5,787.000 5,787,000
$ -- $40,194,526 $ -- 40,194,526

Money market Treasury
mutual funds........cccocceivninenee 4,247,280
Mutual fund investments ......... 32,141,075
Cash deposits.......cocoeereeececnnne (43.165)
Total Cash and Investments....... $76 19,716

The discretely presented component unit cash deposit carrying value of $19,203 is
included in cash deposits.
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EMPLOYEES' RETIREMENT SYSTEMS
Civilian

The City maintains a defined contribution multiple employer Employees’
Pension Plan (PLAN) which covers all non-uniformed employees of the City of
Kirkwood, the  rkwood Public Library, and the Kirkwood Housing Authority.
Employees are eligible for participation upon completing 500 hours of service in a
consecutive six month period.

The PLAN receives contributions from the City, in accordance with City
ordinances, in an amount equal to ' of each participating employee's gross wages.
Vesting of employer contributions occurs after five years of service.

Nonvested participant accounts are forfeited to the PLAN upon termination of
employment. The forfeited amounts reduce the City's required contribution in the year
of t¢  ination.

Benefits are paid upon retirement in the form of a lump-sum or an annuity with
optional surviving spouse benefits. The PLAN purchases annuities for retirees who
choose the annuity form of retirement payment. These annuities are not reflected in the
assets of the PLAN.

Participants may choose to have funds invested on their behalf in any one of the
following, or any combination thereof, types of investments of mutual funds: Actively
managed; index; investment contract; model portfolio; or mutual fund series.

A summary of contributions and percentage of covered plan payroll of the City
is presented below for fiscal year 2005:

Contributions made and required - City $396,443
Contribution required as a percent of
covered payroll - City 5%

The PLAN issues a publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by
writing: City of Kirkwood, 139 South Kirkwood, Kirkwood, Missouri 63122.
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EMPLOYEES' RETIREMENT SY [EMS (continued)

Civilian Plan for Retirees of Previous Plan (continued)

During ")~ the City engaged a consulting actuary to perform a calculation as
to the future benefit obl” itions of the s ‘egated fund based upon the assumptions that
current disability and group life insurance premiums and certain administrative
expenses would continue for 25 or 50 years. The calculated reserve is as follows:

Years 50 V~ars

Future benefit obligation $1,631,000 $2,429.000

Actuarial assumptions used in the calculation are as follows:

Interest rate on invested assets: 6.5% per annum
Inflation rate: 3.5% per annum
Mortality rates: 1983 GAM

LTD benefit changes: It was assumed that the

annual maximum benefit
will be incre  :d by 3.5%

per annum
Benefit payout period: ~5 or 50 years
Discount rate: 6.5% per annum

At March 31, 2005, the fair value of assets available to fund future uplift payments
and other benefits was $3,739,629 and are included in the accompanying fiduciary fund
financial statemen

Police Officers’ and Firefir+*~rs’ Pension Plan For Active Participants

The City maintains a defined contribution single employer Police Officers' and
Firefighters' Pension Plan (PLAN) which covers all City commissioned police officers and
salaried fire " "iters. Participation in the PLAN occurs upon completion of 500 hours of
service in a consecutive six-month period.

The PLAN is funded in accordance with City ordinances from taxes levied for such
purpose and employee contributions. City contributions to participant accounts are
established at an amount equal to the current social security rate for civilian employees, in
addition to 5% of employee participant gross wages. Employee contributions are established
at an amount equal to the current social security withholding percen zes.
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EMPLOYEES' RETIREMENT SYSTEMS (continued)

P-lic~ “ffice n- T--~fghters’ Pension Plan For Retir~~~ of Previous Plan (continued)

Disability insurance premiums;
_-oup life insurance premiums;
~ ‘scretionary uplift benefits to retirees; and
Certain administrative expenses of the plan.

Effective April 1, 1988, the City enacted Ordinance No. 7788 which provides
supplemental pension benefits to those retirees and terminated vested participants who
had received annuity payments under the terminated former plan. Ordinance No. 8096
provided a 6% increase in benefits to a retiree effective October 1, 1991. The effects of
these Ordinances were as follows:

1. Increased monthly benefits to retirees who were receiving benefits prior to
December 31, 1977 to one-half the salary of a Kirkwood police officer at
March 31, 1987.

2. Increased monthly benefits to retirees and terminated vested participants
who retired under the former plan enacted in 1978 to reflect an additional
rank accrual monthly benefit of $38.50.

Effective June 30, 19*  the City enacted Ordinance No. 8431 which provides an
additional monthly benefit increase in an amount equal to 6% of the amount of the monthly

benefit being paid to such retirees as of June 30, 1995 for those retirees receiving benefits on
or before April 1, 1987.

Effective July 1, 1997, the City enacted Ordinance ) 8661 which provides an
additional monthly benefit increase, in an amount equal to 5.5% of the amount of the
monthly benefits being paid to such retirees as of July 1, 1997, for those retirees receiving
benefits on or before April 1, 1987.

Annuities were purchased for all retired participants to provide uplift benefits.
During 2002, the City engaged a consulting actuary to perform a calculation as to the
future benefit obligations of the . umption that current disability and —~oup life insurance

premiums and certain administrative expenses would continue for 25 or 50 years. The
calculated reserve was as follows:
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6. LONG-TERM LIABILITIES

The following is a summary of changes in the City's lor te  liabilities for the
year ended March 31, 2005:

Original Balance - Balance -
Issuance April 1, March 31, Current
Amounts 2004 Additions Retirements 2005 Portion
Governmental Activities
General Obligation Bonds:
Series 1996t $ 3,000,000 $ 560,000 $ -- § 560,000 $% -- 3 --
Series 1998A ........covieiviieeen. 2,000,000 435,000 -- 435,000 -- .-
Series 1998B Refunding.................. 4,675,000 3,490,000 -- 365,000 3,125,000 415,000
Series 2001 ..o 6,750,000 6,260,000 -- 260,000 6,000,000 275,000
PFA Leasehold Revenue Bonds:
Series 2004 ..o 10,245,000 10,245,000 -- 515,000 9,730,000 600,000
Tax Increment Revenue Bonds
and Notes:
Series 1996A ........ . 1,050,000 765,000 -- 75,000 690,000 --
Series 1996B ...... 1,290,000 1,050,000 -- 55,000 995,000 --
Series 1996C .. 240,000 240,000 -- -- 240,000 --
Series 1998.......ocvvveiieiieiricereeenes 4,000,000 3,657,864 75,620 85,000 3,648,484 --
Series 2004 .......ooovieireeieneeeeeiene 13,785,000 13,785,000 -- 1,220,000 12,565,000 --
Accrued compensated absences........... -- 269,300 274,376 269300 _  "74.376 274,376
$47,035,000 40,757,164 $349.996 $3.839300 37,267,860 $1,564,376
Add: Unamortized premium, net.......... 141,457 121,249
Less: Unamortized discount, net .......... (87,184) (81,372)
Deferred amount on
refunding, net............ccccoeoie (675,762) (625,143)
Total Governmental Activities .............. $40,135,675 $ 36,682,594

Business-Type Activities
General Obligation Bonds:

Series 1994 ......cccovivvevinecreeen $ 1,500,000 $ 75,000 $ -- $ 50,000 $% 25,000 $ 25,000
Accrued compensated absences........... -- 50.746 69.495 50,746 69.495 69.495
Total Business-Type Activities............. $ 1,500,000 $___125746 $ 69495 $ 100,746 $ 94495 $_ 94,495
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LONG-TERM LIABILITIES (continued)

General Obligation Bonds (continued)

In January 2001, the City issued $6,750,000 in General ~Hligation Bonds
(Series 2001) with varying interest rates from 3.5% to 4.88% payable in varying
amounts through 2020. The bonds were issued for the purpose of acquiring
firefighting aj ratus and equipment, constructing, furnishing and equippit fire
houses, and acquiring any land necessary for the project. The principal and in  est on
bonds are expected to be paid from property taxes which may be imposed on all
taxable tangible pe inal property within the City without limitation or amount. As
such, the related debt has been reported in the government-wide statement of net
assets.

Public Facilities Authority (PFA) Leasehold Revenue Bonds Payable

On May ~~ 1992, the PFA was formed as a Missouri not-for-profit
corporation. The purpose of the PFA is to facilitate the acquisition and construction of
certain capital improvements and facilities solely for the benefit of the City of
Kirkwood, Missouri. Funding of such capital improvements and facilities has been
provided through the issuance of leasehold revenue bonds. The lei ‘hold revenue
bonds do not constitute a legal debt or liability for the City, the ate of Missouri, or
for any political subdivision thereof and do not constitute an indebtedness within the
meaning of any constitutional or statutory debt limitation or restriction. The issuance
of the leasehold revenue bonds does not obligate the City to levy any form of taxation
therefore or to make any appropriation for their payment in any fiscal year. The PFA
has no taxing power. The activities and accounts of the PFA have been blended into
the City's recreation/facilities fund.

In March 2004, the City issued $10,245,000 in Leasehold Revenue Refunding
Bonds (Series 2004) for the purpose of providing funds to redeem in full the City's
outstanding principal amount of $9,720,000 on its 1998 PFA Leasehold Revenue
Bonds. The bonds mature on September 1, 2018 and bear interest at varying rates
from 0.95% to 3.65%. The City refunded the 1998 Series bonds to reduce its total
debt service payments over the next fourteen years by $° 77 5 and to obtain an
economic gain (difference between the present values of the new debt service
_ tyments on the old and new debt) of $606,055.
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LONG-TERM LIABILITIES (continued)

Tax Incremr=* Financii 7 IF) P~-ds and Notes Payable

All tax increment financing bonds and notes payable are payable from payments
in lieu of taxes and economic activity taxes collected by the TIF District special
revenue funds and are comprised of the following individual issues:

During fiscal year 1997, the City issued ! 30,000 Tax Increment Revenue
Bonds (Bonds). The bonds have an interest rate of 7.5% with final maturity on March 1,
“715 and are payable through 2016. The purpose of the 1996 Series Bonds are to
finance the cost of the Pioneer Place redevelopment project. The principal and interest
on these Bonds will be repaid from two Special Allocation Accounts: the "PILC . 3"
account which consists of payments in lieu of taxes attributable to the increase in
assessed valuation of the existing building on the Pioneer Place site and the "EATS"
account which consists of 50% of the additional revenue from taxes imposed by the
City and other taxing districts which are generated by activity in the Pioneer Place.
Since annual repayment amounts will be determined based upon future revenues, a
schedule of debt s:  ice requirements to maturity cannot be established.

The 1998 Public Improvement Revenue notes repr :nt special, limited
obligations of the City, payable solely from the incremental sales and real estate taxes
generated by the rkwood Commons redevelopment project. The notes bear interest at
8.5% with final maturity on November 30, 2017. The annual debt service repayments of
the ..F notes are contingent upon the amounts of payments in lieu of taxes collected by
the special revenue fund. If funds are not available to pay all of the interest that is due,
the amount unpaid is added to the principal balance.

On March 5, 2004, the City issued $1 785,000 in Tax Increment Refunding and
Improvement Revenue Bonds, for the purpose of providing funds to redeem in full the
City's 2000 Tax Increment Refunding and Improvement Revenue Bonds, fund a debt
service reserve for the Bonds, finance certain redevelopment projects and pay costs of
issuance of the Bonds. The bonds mature on October 1, ~117. The annual debt service
repayments of the TIF bonds are contingent upon the amounts of payments in lieu of
taxes collected by the special revenue fund. The City refunded the 2000 :ries bonds to
reduce its total debt service payments over the next fourteen years by $7~9,449 and to
obtain an economic gain (difference between the present values of the new debt service
payments on the old and new debt) of $668,749.
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RESTRICTED CASH AND INVESTMENTS

The following trustee held accounts have been established in accordance with the
Bond ordinances requirement that receipts generated from operations be segr  ted and the
2004 Tax Increment Refunding and Improvement Revenue Bonds and the related trust
Indenture:

Revenue Fund

The Revenue Fund will be used for the pt | 1se of providing monies to the trustee
for payments in accordance with the trust Indenture. At March 31, 2005, cash and
investment in the Revenue Fund total $309,433 in the Kirkwood Commons TIF Special

Revenue Fund.

Debt Service Fund

The Debt Service Fund consists of the accrued interest and premium received from
the sale of bonds. All amounts credited to and deposited in the Debt Service Fund shall be
used by the Trustee for the sole purpose of paying the principal of and interest on the
bonds, as and when the same become due. At March 31, 2005, cash and investments in the
Debt Service Fund total $2,350,744 in the Kirkwood Commons TIF Special Revenue
Fund.

Debt Service Rer~~ Tund

Monies in the Debt Service Reserve Fund shall be disbursed and expended by the
Trustee solely for the payment of the principal of and interest on the bonds to the extent of
any deficiency in the Debt rvice Fund for such purpose. The Trustee may disburse and
expend monies from the Debt Service Reserve Fund for such p1 _ )se whether or not the
amount in the Debt Service Reserve Fund at that time equals the Debt Service Reserve
requirement. The amount on deposit in the Debt Service Reserve Fund shall be valued by
the Trustee 45 days prior to each interest payment and the Trustee shall give immediate
written notice to the City if such amount is less than the Debt Service Reserve requirement.
If the value so determined exceeds the Debt Service Reserve requirement, the excess shall
be promptly transferred to the Revenue Fund. At March 31, 20( = cash and investments in
the Debt Service Reserve Fund total $695,859 in the Kirkwood Commons TIF Special
Revenue Fund. Such amounts were sufficient to meet the reserve requirement.
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RECONCILIATION OF INTERFUND TRANSACTIONS (continued)

Transfers are used to move revenues from the fund that statute or budget requires to
collect them to the fund that statute of budget requires to expend them primarily for

operating or capital p1 , »ses.

e

Individual fund interfund receivable and payable balances as of March 31, 2005,

are as follows:

Receivable Fund ~ *-ount Payable Fund Amount

Enterprise: General $ 8,657
Electric $600,000 Special Revenue:

Pension Trust: Park 1,039

Civilian _ Y7705 Sewer Lateral 200,000

Enterprise:

Electric 3737

Water 2,233

Sanitation 401,773

Fleet Service 583

Workers’ Compensation 114

Police and Fire Pension __ 19

$617,705 $6...705

The amounts due to or from individual funds represent interfund bc wings and

arise in the normal course of business. Interfund borrowings are necessary due to the nature
and timing of governmental receipts.

RISK MANAGEMENT

The City is exposed to various risks of I related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The City utilizes self-insurance internal service funds to account for and
finance its uninsured risk of loss. The following types of insurance are provided by the
self-insurance internal service funds: Workers' compensation and medical and
hospitalization benefits to City employees. The estimated liability for payment of
incurred (both reported and unreported) but unpaid claims relating to these matters is
recorded in the internal service funds.
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10.

11.

COMMITMENTS AND CONTINGENCIES
Litigation

The City is a defendant in a number of lawsuits pertaining to matters which are
incidental to performing routine governmental and other functions. Based on the current
status of all legal proceedings, it is the opinion of management that they will not have a
material effect on the City's financial position.

F~A2ra] Grants

Under the terms of federal grants, periodic audits are required and certain costs
may be questioned as not being appropriate expenditures under the t  : of the grants.
Such audits could lead to reimbursements to the grantor agencies. It is the opinion of
management that such reimbursements, if any, will not have a material effect on the
City's financial position.

Major Supplier

The City has an agreement with a local utility company to be the City's sole
provider of its electricity for resale. The agreement has fixed rates for each calendar year,
with the contract expiring . :cember 31, 2008. The are no minimum or maximum
purchase commitments under the agreement.

PRIOR PERIOD ADJUSTMENTS

Beginning fund balances and beginning net assets were adjusted as follows:

Fund Financial Sta*~~znts - Go ~—mental Fun/-

Capital Recreation/ Equitable Fire Debt
Improvements Facilities Sharing Improvements Service
To reclassify payments on
1996A debt to intended fund ... $ (902,386) $ -- 8 -- $ - $ 902386
To adjust for errors in
accounts payable...........cco....c.. -- 50,167 8.593 16,395 --

Tl $  (902386) $_ 50,067 $ 85903 $ 16395 $_ 902386
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NOTES TO BUDGETARY COMPARISON INFORMATION
FOR THE FISCAL YEAR ENDED MARCH 31, " )05

BUDGETARY DATA

Missouri state law and City ordinances require annual buc s to be prepared and
legally adopted for the general fund; Public Pai Board, Downtown Special Business
District Equitable Sharing and Sewer Lateral special revenue funds; debt service fund and
capital projects funds. Budgets are prepared by the Director of Finance on a basis which
is consistent with generally accepted accounting principles. The budgets are reviewed by
a Citizens' Finance Committee, and are discussed in public hearings prior to their legal
adoption by April 1 each year. The City Council may revise the approved budget
provided that the total authorized expenditures do not exceed the estimated revenues plus
unreserved fund balance at the beginning of the year. The budget is legally enacted by
ordinance following public hearings on the proposed budget. The Public Park Board is
the only City agency that adopts its own budget.

Following adoption of the budget, the Chief Administrative Officer may transfer
appropriatiol between departments provided that total appropriations do not exceed the
authorized amount established by ordinance. City policy requires all budget amendments
or transfers of $10,000 or more to be approved by ordinance. All appropriations lapse at
year end.

Due to the management controls adopted, which provide for the budget to be
controlled at a detail level greater than the statutory level of control the legal level of
budgetary control for all governmental funds except the Public Park Board is established
at the sub object level. Compliance with the legal level of budgetary control is
demonstrated through the issuance of a separate report, which is available for inspection
at the Finance Department. Budgetary comparisons presented herein are on a basis
consistent with GAAP.
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