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d Public Accountants

independent Auditors’ Report

Honorable Mayor and Board of Aldermen
City of Crestwood, Missouri

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the City of Crestwood, Missouri, as of and for
the six months ended December 31, 2004, which collectively comprise the City of Crestwood,
Missouri’s basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the City of Crestwood, Missouri’sn  1agement. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards issued by the Comptroller _ :neral of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the general purpose financial statements.
An audit also includes assessit  the accounting principles used and s* 1ificant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the City of Crestwood, Missouri as of December 31, 2004, and the respective changes
in financial position for the six months then ended in conformity with accounti principles
generally accepted in the United States of America.

The City of Crestwood, Missouri has not presented Management’s Discussion and Analysis
information that accounting principles generally accepted in the United States of America has
determined is necessary to supplement, although not required to be a part of the basic financial
statements.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Crestwood, Missouri’s basic financial statements. The
supplemental information section has not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and, accordingly, we express no opinion on them.

4
June 22, 2006

(314) 966-2727 »fax (314) 966-6464 » 3660 S. Geyer Rd., Suite 200 » St. Louis, MO 63127 < e-mail: stcpa@stcpa.com
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CITY OF CRESTWOOD, MISSOURI
Balance Sheet - Governmental Funds

December 31, 2004
_ T R —
Major Funds Major Funds
Debt Service Debt Service
for for
Certificates of Certificates of = Nonmajor Total
General Special Capital Participation Park & Participation Governmental Governmental
Fund Revenue  Improvement  Series 2002 Stormwater Series 2001 Funds Funds
ASSETS
Cash and investments $ (410,368) $ 46,828 §$ (22,465) § - $ 123815 § - 627,672 § 365,482
Cash and investments -
restricted - - - 8,454,831 - 889,114 - 9,343,945
Receivables, net of allowance
for uncollectibles:
Taxes:
Property 354,067 42,023 - - - - - 396,090
Sales 818,017 - 238,732 - 277,194 - 56,356 1,390,299
Utilities taxes 421,005 - - - 14,269 - - 435,274
Net receivables 1,593,089 42,023 238,732 - 201,463 - 56,356 2,221,663
Other assets 210,379 - - 49,632 8,925 - - 268,936
Internal balances 513,817 178,683 952,573 - 01,522 - 15,621 1,752,216
TOTAL ASSETS $ 1906917 § 267,534 § 1,168,840 § 8,504,463 § 515725 § 889,114 699,649 § 13,952,242
LIABILITIES
Accounts payable and
accrued liabilities $ 429,159 § - 3 1,836 § - 5 - $ - 71,582 § 502,577
Accrued salaries 356,137 - - - - - “ 356,137
Internal balances 1,166,085 440 71,874 - 471,928 - 41,889 1,752,216
Refundable deposits 40,097 - - - - - - 40,097
Line of credit 1,080,896 - - - - - - 1,080,896
TOTAL LIABILITIES 3,072,374 440 73,710 - 471,928 - 113,471 3,731,923
FUND BALANCES (Deficit)
Reserved for:
Encumbrances 38,491 - 50,795 - 12,878 - - 102,164
Debt service - - - 732,085 - 889,114 - 1,621,199
Nonexpendable trust - - - - - - 135,198 135,198
Unreserved:
Designated for subsequent
years expenditures - = - 7,772,378 - - - 7,772,378
Undesignated (1,203,948) 267,094 1,044,335 - 30,919 - 450,980 589,380
TOTAL FUND
¢ BALANCES (DEFICIT) (1,165,457) 267,094 1,095,130 8,504,463 43,797 889,114 586,178 10,220,319
TOTAL LIABILITIES AND
FUND BALANCES (DEFICIT) $ 1906917 $ 267,534 § 1,168,840 § 8504463 $§ 515,725 § 889,114 $ 699,649 §$ 13,952,242

See accompanying notes 10 basic financial statements
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CITY OF CRESTWOOD, MISSOURI

Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds
Six Months Ended December 31, 2004

m m
Major Funds Major Funds
Debt Service Debt Service
for for Nonmajor Total
General Special Capital Certificates of Park & Certificates of  Governmental  Governmenta!
Fund Revenue Improvement Series 2002 Stormwater Series 2001 Funds Funds
REVENUES:
Taxes:
Property taxes 3 890,564 § - $ - b - b - $ - L3 - $ 890,564
Utilities taxes 554,852 - - - - - - 554,852
Sales tax 2,241,234 - 781,154 - 918,829 - - 3,041,217
Intergovernmental taxes 272,295 - - - - - - 272,295
3,958,945 - 781,154 - 918,829 - - 5,658,928
Licenses and permits 77,820 - - - - - - 77,820
Charges for services 216,238 136,966 - - - - - 353,204
Fines and forfeitures 127,101 - - - - - - 127,101
Investment earnings 2,546 28 468 41,249 532 6,332 6,971 58,126
Grants 10,581 - 76,839 - 1,964 - - 89,384
Other 71,545 - - - 40,143 - 6,976 118,664
TOTAL REVENUES 4,464,776 136,994 858,461 41,249 961,468 6,332 13,947 6,483,227
EXPENDITURES:
Current:
General government 771,210 22,956 36,780 7,593 54 - 38,704 871,297
Public works 627,078 - 68,820 - 177,578 - - 873,476
Public safety:
Police and municipal court 1,662,612 - 2,235 - - - - 1,664,847
Fire 1,538,821 - - - - - - 1,538,821
Parks and recreation - S - - 672,422 S 1,391 673,813
Capital outlay - - 274,618 121,728 38,899 - - 435245
Debt service:
Principal retired - - - 370,600 - - - 370,000
Interest and fiscal charges - - - 181,780 - 164,634 - 346,414
TOTAL EXPENDITURES 4,599,721 22,956 382,453 681,101 888,953 164,634 40,095 6,779,913
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (134,945) 114,038 476,008 (639,852) 72,515 (158,302) (26,148) (296,686)
OTHER FINANCING SOURCES (USES)
Transfers in 239,573 - - 549,546 - 164,629 45,066 998,814
Transfers out - - (751,049) - (247,765) - - (998,814)
TOTAL OTHER FINANCING
SOURCES (USES), NET 239,573 - (751,049) 549,546 (247,765} 164,629 45,066 -
NET CHANGE IN FUND BALANCES 104,628 114,038 (275,041) (90,306) (175,250) 6,327 18,918 (296,686)
FUND BALANCES:
Beginning of year as previously reported (1,272,485) 153,056 1,370,171 8,594,769 249,855 882,787 77,923 10,056,076
Prior period adjustment 2,400 - - - (30,808) - 489,337 460,929
Beginning of year - restated (1,270,085) 153,056 1,370,171 8,594,769 219,047 882,787 567,260 10,517,005
End of year $ (1,165457) § 267,094 § 1095130 $ 8,504,463 $ 43,797 § 889,114 § 586,178 $ 10,220,319

See accompanying notes to basic financial statements
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City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2004

SUMM/...Y OF SIGNIFICANT ACCOUNTING POL_ _IES

The significant accounting policies applied by the City of Crestwood, Missouri (the “City”)
in the preparation of the accompanying basic financial statements are summarized below:

Reporting Entity

The basic financial statements of the City include the financial activit” of the City and its
component units. ..le criteria used in determining the scope of the reporting entity are based
on the provisions of Governmental Accounti andards Board (GASB) Statement No.14.
The City is the primary government unit. Component units are those entities which are
financially accountab to the primary government, either because the City appoints a voting
majority of the component unit’s Board or because the component unit will provide a
financial benefit or impose a financial burden on the City. ™ ised on these requirements, the
basic financial statements include all funds, agencies, boards, commissions and authorities
for which the City is financially accountable.

Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and the statement
of activities. These statements report financial infc  ition for the City as a whole, excluding
fiduciary activities. Individual funds are not displayed but the statements distinguish

wvernmental activities, generally supported by taxes and City general revenues, from business-
type activities, generally financed in whole or in part with fees charged to external ¢ ’TS.

The statement of activities reports the expenses of a given function offset by prr  am
revenues directly connected with the functional program. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity.
Program revenues include: (1) charges for services which report fees, fines and forfeitures,
and other charges to users of the City’s services; (2) operating grants and contributions which
finance annual operating activities including restricted inves  :nt income; and (3) capital
grants and contributions which fund the acquisition, construction, or rehabilitation of capital
assets and include fees to developers. These revenues are subject to exte ly imposed
restrictions to these program uses. Taxes and other revenue sources not properly included
with program revenues are reported as general revenues.

Fund Financial Statemen

Fund financial statements are provided for governmental funds. Major individual
governmental funds are reported in separate columns with composite columns for non-major
funds. The accounts of the City are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with
a separate set of self-balancing accounts that comprise its assets, liabilities, fund balances/net
assets, revenues and expenditures or expenses. 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. The various funds are grouped in the
basic financial statements as follows:

)



City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
~ scember 31, 2004
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING 1 . LIC™ 3 (Continued)
Fund Financial Statements (Continued)

Governmental Funds
General Fund — The General Fund is the ¢ ral operating fund of the City. It is used to
account for all financial resources, except those required to be accounted for in another fund.

Special Revenue Fund — The Special ..cvenne Fund is used to account for the proceeds of
specific revenue sources (other than expendable trusts or major capital _ ojects) that are
1 \ly restricted to expenditures for specified purposes. The City’s Special Revenue Fund
consists of amounts collected for sewer lateral repairs.

Capital Improvement Fund —The Capital Improvement Fund isusedtoacc t for financial
resources to be used for the acquisition or construction of major capital items.

Park and Stormwater Fund — The Park and Stormwater Fund is used to account for financial
resources to be used for the acquisition or construction of major capital items related to parks
and stc  water projects.

Debt Service Funds — Debt Service Funds are used to account for the acc  1lation of
resources for, and the payment of, general long-term debt, principal, interest and related costs
for the Series 2001 and 2002 Certificates of Participation.

Non-Expendable Trust Fund — The Non-Expendable ~ st . und was established by the
B¢ 1of Aldermen on April 27, 2004 by Ordinance Number 37~ ) in order for the City to
accumulate cash reserves to be used to meet n obligations of the Ger il Fund
throughout the fiscal year due to cash flow shortages. 1ue Trust Account will be funded by
annual appropriation approved by the Board of Aldermen during the budget process for each
fiscal year. AsofDecember 31,2004, $1: 198 had been transferred to the Non-Expendable
Trust account. This fund is included in the Non-Major Funds.

Non-Major Funds — Non-major funds consist of funds established to account for the
transactions of auxiliary activities that of the City. Included in these funds are the activities
of Sappington House, Park and Police Donations, Friends of Animals, and other incidental
activities.

Measurement Focus and Basis of Accounting
—Jsis of accounting refers to when revenues and expenditures or expenses are recognized in

the accounts and reported in the basic financial statements. Basis of accounting relates to the
timing of the measurements made, regardless of the measurement focus applied.

©)






City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEME?
December 31, 2004
(Continued)

SUMMARY OF SIGNIFICANT ACC ™~ UNTING POLICIES (Continued)
Measurement Focus and Basis of Accounting (Continued)

The City recognizes assets from imposed nonexchange revenue transactions (such as real
estate and personal property taxes) in the period when an enforceable I 11 claim to the assets

"ses or when the resources are received, whicl er occurs first. Revenues are recognized
in the period when the resources are required to be used or the first | iod that use is
permitted. The City recognizes revenues from property taxes, net of estimated refunds and
estimated uncollectible amounts, in the period for which the taxes are levied. Imposed
nonexcha; :revenues also include permits and court fit  and forfeitures.

Intergovernmental revenues, representing grants and assistance received from other
governmental units, are generally recognized as revenues in the period when all eligibility
requirements, as defined by GASB 33, have been met. Any resources received before
eligibility requirements are :tarerepc :d asde red revenues.

Charges for services in the governmental funds are exchange transactions, and are, therefore,
not subject to the provisions of GASB 33, are recognized as revenues when received in cash
because tl  are generally not measurable until actually received.

When both restricted and unrestricted resources are available for use, it is the City’s policy to
use unrestricted resources first, and then restricted resources as needed.

Budgets and Budgetary Accounting

An annual buc  t is legally adopted throt "\ passage of an appropriation ordinance by the
Board of Aldermen for the General, Capital Improvements Fund, Park and Stt water Fund,
and the Sewer Lateral Fund, prior to the beginning of each fiscal year. The Board of
Aldermen follow the procedures outlined below in establishing the budgetary data reflected
in the accompanyii  basic financial statements:

Department heads prepare departmental operating budgets and the Director of Finance makes
revenue projections on or before September 15. Tl Finance Department edits and
assembles the data for review.

* The City Administrator and Director of Finance review and revise departmental
operating budgets based upon estimated revenue projections and operational
priorities.

» At least forty-five days prior to the beginning of each fiscal year, the City
Administrator shall submit to the Board of Aldermen a proposed final budget and
accompanying written narrative.

(1)
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City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2004
(Continued)

SUMMARY _ 7 [GNIFICAN . ACCOUNTING POLICIES (Continued)

Buc

ts and ..aC tary Accounting (Continued)

The Ways and Means Committee reviews a preliminary budget approximately three
months prior to the new fiscal year to discuss revenue and fund balance projections,
and proposed expenditures for all funds.

Following any recommendations by t! Ways and Means Committee, the Board of
Aldermen conducts budget work sessions in which board members express their
opinions on the proposed budget.

Based on the . oard’s recommendations, a budget ordinance is prepared. After a
fifteen-day public notice, the ..oard of Aldermen holds a public he: 1g to hear
taxpayer cor  :nts of the proposed budget.

The budget is then adopted by ordinance.

Budgeted expenditures cannot legally exceed appropriations at the department level.
Revenue estimates are adjusted to reflect any unencumbered or undesignated balance
from the previous year.

During the year, the City Administrator 1y transfer all or any part of any
unencumbered appropriation balance among accounts within a depa  ent. The
Board of Aldermen may, by motion of the Board, transfer part or all of any
unencumbered appropriation balance from one department to another. Supplemental
appropriations may be e by ordinance of the Board of Aldermen if the City
Admin rator certifies that funds will be available for such e: | 'nditures. There were
supplemental appropriations during the six months ended December 31, 2004 and
reflected as budget revisions in the accompanying supplemental information.

At the end of each budget period, all appropriated balances lapse and may be
reappropriated in the next budget period.

The City’s budgets are prepared on the modified accrual basis.

(12)






City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2004
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets and . :preciation (Continued)

Buildings and structures 40 years
Improvements other than buildings 3 — 15 years
Furniture, fixtures, and equipment 3 — 15 years
Infrastructure 20 — 40 years

General infrastructure assets acquired after July 1 ~102, were recorded as capital assets and
consist of the road network assets that were acquired or that received substantial
improvements and are reported at historical cost. The costs of normal maintenance and
repairs that do not add value to the asset or materially extend the assets lives are not
capitalized.

Cc  ensated Absences

Underte ; of the City’s personnel policy, vacations accrue  nediately after employment
and employees are eligible for vacation time after six months employment with the City. Upon
termination, the employee is entitled to payment for accrued vacation benefits. Sick leave is
accumulated based uponler h of service and is available only to provide compensation during
periods of illness. No portion of sick leave is payable tothe  ployee upon termination. The
entire accrued benefit liability related to the City’s compensated absences in the amount of
$358,347 has been recorded in the government-wide financial statements.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded to reserve that portion of the applicable appropriation, is
employed as an extension of formal budge’ y int ation in the )jvernmental fund types.
Encumbrances outstanding at year-end are reported as reservations of fund balances since they do
not constitute expenditures or liabilities.

Property Tax Revenue

The City’s property tax is levied each September based on the assessed value listed as of the
prior January 1 for all real and personal property located in the City. Taxes are billed in
November, due and collectible on December 31, and delinquent after December 31. Liens
are placed on property for delinquent taxes on the January 1 following the due date.

Taxes levied for calendar year 2004 are recorded as receivables, net of estimated uncollectible
amounts; however, revenue recognition on all property tax receivables not collected within 60
days after year-end is deferred on the fund financial statements and rect  iized as revenue in
the government-wide financial statements. The calendar year of 2004, the tax levy was due and
collectible within the City’s fiscal year ended December 31, 2004.

(14)






City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
December 31. ~ )04
(Continued)

SUMMARY C. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounts Payable

The City’s outstanding accounts payable at year-end was entirely at utable to direct
payments to vendors.

" mg-Ter  Liabilities

In the government-wide financial statements, long-t  debt and other long-term obligations
are reported as liabilities in the statement of net . ets.

Use of Est  1ites

The preparation of basic financial statements in conformity with accounting | iciples
generally accepted in the United States of America requires the City to make est  ites and
assumptions that affect the reported  10unts of assets and liabilities at fiscal year-end and
revenues and expenditures during the reporting period. Accordingly, actual results may
differ from those estimates.

C4 1 AND INVEL . MENTS
Deposits

The City’s bank ¢ Hosits are required by state law to be secured by the deposit of certain
securities specified at RSMo 30.270 with the City or trustee institution. The value of the
securities must amount to the total of the City’s cash not insured by the Federal Deposit
Insurance Corporation (FDIC). As ofDecember 31, 104, the carrying amount of the City’s
bank deposits, for all City funds and Sappington House funds totaled ($109,208) with bank
balances of $335,399. The bank balance was covered by the FDIC in the amount of
$100,000; $500,000 was covered by collateral plec’ :d in the name of the City and held by
the pledging bank’s trust department or agent.

Investments
State statutes and City policy authorize the investment in obligations of the U.S. Treasury,
agencies and instrumentalities, time deposit certificates and repurchase agreements. The

City’s investments are all categorized as: uninsured and unregistered for which the securities
are held by the counter party’s trust department or agent in the City’s name.

(16)






City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
_ cember 31, 2004
(Continued)

C. CAPITAL ASSETS (Continued)

Within the statement of activities, depreciation expense is charged to functions of the
primary government as follows:

Governmental Activities:

General gov¢ nent $ 40,406
Parks and recreation 165 776
Public works 40,406
Police 66,118
Fire 53 nOR

Total ~ :preciation Expense,
Governmental Activities €2A7 294

D. NOTES PAYABLE

As of December 31, “ 104, the City had a revolving business note with Southwest Bank for
up to $1,500,000 to be used for general © d operations. The note carried an interest rate of
65.5% of prime (5.25% at December 31, ~104), with interest payable monthly, and principal
1 " ince due by September 2005. Outstanding balance on the revolving business note was
$1,080,896 at December 31, 2004.

E. L_»_1T_XMDEBT

Long-term debt consists of the following:

2001 certificates of participation of $8,495,000 used for constructing an
aquatic center and improving related park facilities. Principal payments
from $700,000 to $1,030,000 are due on April 1 of each year from ~03
through 2012. Interest rates range from 3.9% to 5%. $ 7,070,000

2002 certificates of participation of $9,830,000 used to construct a police
station and to make renovations to the City’s municipal complex.
Principal payments from $365,000 to &, J0,000 are due November 1 of
each year 2004 through 20"~ Interest rates range from 1.6% to 4.8%.

Subsequent to year-end, these certificates were defeased. 9,095,000
Total Long-..rm I it 14122 nnn

(18)






City of Crestwood, Missouri
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2004
(Continued)

PENSION PLAN (Continued)
Funding Policy

The City’s full-time employees do not contribute to the pension plan. The City is required
by state statute to contribute at an actuarially determined rate; the current rate is 3.4%
(general), 10.6% (police) and 9.9% (fire) of annual covered payroll. The contribution
requirements of plan members are determined by the governing body of the City. The
contribution provisions of the City are established by state statute.

Annual Per on Cost

. 91 2004, the City’s annual pension cost of $409,541 was equal to the required and actual
contributions. The required contribution was determined as part of the Febru | 28, 2003
and/or February 29, 2004 annual actuarial valuation using the en _ age actuarial cost
method. The actuarial assumptions 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% per year, compounded annually, attributable to inflation; (c) additional projected  ary
increasesrangii from 0% to4 ~ "% per year, depending on age attributable to seniority/merit;
(d) pre- irement mortality based on the 1983 Group Annuity Mortality table; and (e) post-
retirement mortality based on the 1¢ . . 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 op  basis. The amortization
period at February ~3, 2004 was | years. Three-year trend information follows:

Annual
Pension Percentage
Year Endu Cost of APC Net Pension
June 30, (APC) Contri~*ed Obligation
2004 $409,541 100% $0
2003 451,851 100% $0
2002 494,403 100% $0

(20)












City of Crestwood, Missouri
NOT! TO BASIC FINANCIAL STATEMENTS
December 31, 2004
(Continued)

PRIOR PERIOD ADJUSTMENT
Net assets at the beginning of the six months ended December 31, 2004 has been adjusted to
¢ ct errors made in the fiscal year ended June 30, 2004. Had the errors not been made,

change in net assets for the fiscal year ended June 30, 2004 would have increased by
$360,929.

Following is a sumn 7 of the errors made:

Recording accounts payable ($105.117)
Sappington House accounting 451,. 13
Escrow account balances 115,174
Reassignment agreement ( 100,000)
TIF activity ( AR
Total \‘t"l([\ ann
SUBSEQUENT EVEMN. .

In May of 706, two settlement agreements and releases were finalized with two parties
pursuant to a previous litigation.

On September 13, 2005, the Board authorized and implemented the defeasance of the
outstanding principal amount of Certificate of Participation, Series 2002.

24
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