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The City of Ferguson, Missouri’s financial statements have been audited by Hochschild,
Bloom and Company LLP, a firm of licensed certified public accountants. The goal of
the independent audit was to provide reasonable assurance that the basic financial
statements of the City of Ferguson, Missouri for the year ended June 30, 2004, are free of
material misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the basic financial statements;
assessing the accounting principles used and significant estimates made by management;
and evaluating the overall basic financial statement presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering
an unqualified opinion that the City of Ferguson, Missouri’s financial statements for the
fiscal year ended June 30, 2004, are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of
this report.

GAAP requires that man.  :ment provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of MD&A. This letter of
transmittal is designed to complement MD&A and should be read in conjunction with it.
The City of Ferguson, Missouri’s MD&A can be found immediately following the
Independent Auditors’ Report.

Profile of the City of Ferguson, Missouri

The City of Ferguson, Missouri, incorporated in 1894, is located in North St. Louis
County between two major interstate highways. The City occupies a land area of 6.93
square miles and serves a population of 7~ 406 residents, who are ideally located to
commute to employment in downtown . Louis or to any of the several major industrial
facilities located in the County. The world headquarters of Emerson Electric is located
within the City.

The City has operated under the Council-Manager form of government since 1954.
Policy-making and legislative authority are vested in a governing council consisting of
the Mayor and six City Council members. The City Council is responsible, among other
things, for passing ordinances, adopting the budget, appointing committees, and hiring
the City Manager, City Clerk, Deputy City Clerk, City Attorney, and Municipal Judge.
The City Manager is responsible for carrying out the policies and ordinances of the City
Council, for overseeing the day-to-day operations of the City, and for appointing the
heads of the various departments. The City Council is elected on a non-partisan basis.
Council members serve two-year staggered terms, with three Council members elected
each year. The Mayor is elected at large to serve a three-year term.

The City of Ferguson, Missouri provides a full range of municipal services. These
services include legislative, administrative, judicial, police and fire protection, street
maintenance and improvements, planning and zoning, public improvements, cultural and
recreational services.

The Ferguson Special Business District (FSBD) is a legally separate entity created by
ordinance to maintain and improve the City’s downtown bustness district and is included
as a special revenue fund. The Ferguson Neighborhood Improvement Program (FNIP), a
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A joint redevelopment effort by St. Louis County and the Cities of Ferguson, Berkeley,
and Kinloch will transform over 600 acres of vacant property adjacent to Lambert
International Airport into a major industrial park. The project is planned to include
medium and low rise industrial, commercial, and office uses. It is projected to create up
to 12,000 jobs over a period of 20 years and have a cumulative economic impact of at
least $7 billion on the region. Although only a small portion of the redevelopment area
lies within Ferguson, the economic benefits created by the new jobs and the increased
business traffic are expected to be significant.

Long-term financial planning. The City of Ferguson, Missouri confines long-term
borrowing to capital improvements or projects that cannot be financed from current
revenues. When issuance of long-term debt is required, it pays back the bonds within a
period not to exceed the expected useful life of the project.

Cash management policies and practices. Temporarily idle cash in the governmental
funds during the year was invested in certificates of deposit and obligations of the U.S.
Treasury. The maturities of the investments range from overnight to six months, with an
average maturity of three months. The average yield on investments was .76 percent.
The pension trust fund invests in obligations of the U.S. Treasury, commercial paper,
corporate bonds and stocks, and realized an average yield of 3.1 percent. The higher rate
of return for the pension trust fund is attributable to the long-term character of most of its
investment holdings. Investment income includes appreciation in the fair value of
investments. Increases in the fair value during the current year, however, do not
necessarily represent trends that will continue; nor is it always possible to realize such
amounts, especially in the case of temporary changes in the fair value of investments that
the City intends to hold to maturity.

Risk management. The City is a member of St. Louis Area Insurance Trust (SLAIT), a
public entity risk pool comprised of various municipalities in St. Louis County, Missouri.
This pool covers workers’ compensation and liability exposures. The purpose of this
pool is to share the cost of self-insurance with other similar cities. The Daniel & Henry
Company provides claims administration for the trust. Additional information on the
City of Ferguson, Missouri’s risk management activity can be found in the notes to the
financial statements.

Debt administration. At year end, the City had two debt issues outstanding. These
issues include $3,355,000 in certificates of participation related to the City’s capital lease
obligation for the construction of the Splash at Wabash aquatic facility and $7,145,000 in
TIF revenue bonds related to the Crossings at Halls Ferry redevelopment project.

Pension. The City of Ferguson sponsors a single-employer defined benetit pension plan
for all full-time employees. Each year an independent actuary engaged by the pension
plan calculates the amount of the annual contribution that the City must make to the
pension plan to ensure that the plan will be able to fully meet its obligations to retired
employees on a timely basis. As a matter of policy the City fully funds each year’s
annual required contribution to the pension plan as determined by the actuary. As a result
of the City’s conservative funding policy, the City has succeeded as of June 30, 2004, in
funding 120.6 percent of the present value of the projected benefits earned by employees.
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City of Ferguson, Missouri
Management’s Discussion and Analysis
June 30, 2004

As management of the City of Ferguson, Missouri (the City), we offer readers of the
City’s financial statements this narrative overview and analysis of the financial activities
of the City for the fiscal year ended June 30, 2004. We encourage readers to consider the
information presented here in conjunction with additional information that we have
furnished in our letter of transmittal, which can be found within this report.

Financial Highlights

e On a government-wide basis the assets of the City exceeded its liabilities for the
most recent fiscal year by $7,079,647. The City has a deficit in unrestricted net
assets totaling ($4,884,317) due to $7,145,000 in TIF Revenue Bonds Series 1997
outstanding at year end for infrastructure assets not owned by the City.

e As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $5,307,289, a decrease of $224,186 in
comparison to the prior year. Approximately 56.1% of this total amount,
$2,977,472 is available for spending at the City’s discretion.

o At the end of the current fiscal year, unreserved fund balance for the general fund
was $1,905,745 or 19.3 percent of total general fund expenditures and transfers
out.

o The City’s total debt decreased by $340,000 (3.1 percent) during the current fiscal
year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements. The City’s basic financial statements comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to
the basic financial statements. This report also contains required supplementary
information and other supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to a private-sector business. Note
the government-wide financial statements exclude fiduciary fund activities.

The statement of net assets presents information on all of the City’s assets and liabilities,
with the difference between the two reported as nef assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

[S)






City of Ferguson, Missouri
Management’s Discussion and Analysis
June 30, 2004

expenditures, and changes in fund balance provide a reconciliation to facilitate this

comparison between governmental funds and the government-wide governmental
activities.

The City maintains several individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General Fund,
Park Fund, Capital Improvements Sales Tax Fund, and the Halls Ferry TIF Bonds Fund,
all of which are considered to be major funds. Data from the other governmental funds
are combined into a single, aggregated presentation called “other governmental funds”.
Individual fund data for each of these non-major governmental funds is provided in the
form of combining statements in the other supplementary information section in this
report.

The City adopts an annual appropriated budget for its General Fund, Park Special
Revenue FFund, Special Business District Special Revenue Fund, Sewer Lateral Special
Revenue Fund, Capital Improvements Sales Tax Capital Projects Fund, and Local
Improvement Capital Projects Fund. Budgetary comparison statements have been
provided for all budgeted funds to demonstrate legal compliance with the respective
adopted budget.

The governmental fund financial statements can be found on pages 15 — 18 of this report.

Proprietary funds. The City of Ferguson, Missouri maintains one internal service fund, a
type of proprietary fund used to account for and allocate costs internally among the
City’s various functions. The internal service fund is used to account for the City’s fleet
of vehicles. Because these services benefit governmental functions, they have been
included within governmental activities in the government-wide financial statements.

The basic proprietary fund financial statements can be found on pages 19 — 21 of this
report.

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 statements because the resources of those funds are nor available to
support the City of Ferguson, Missouri’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found pages 22 — 23 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 financial statements can be found on pages 24 — 38
of this report.






City of Fer 1son, Missouri
Management’s Discussion and Analysis
June 30, 2004

Schedule of Net Assets
Governmental Activities

2004 “103
Assets
Current and other assets $ 6,446,226 7,345,672
Capital assets, net 11,978,838 11,498,950
Total assets 18,425,064 18,844,622
Liabilities
Long-term liabilities 10,735,766 11,0 l
Other liabilities 609,651 1,355,617
Total liabilities 11,345,417 12,422,73R
Net Assets
Invested in capital assets, net of related debt 8,714,577 8,114,661
Restricted 3,249,387 3,080,773
Unrestricted (4,884,317) (4,773,550)
Total net assets $7 079,647 6,421,884

A portion of the City’s net assets represents resources that are subject to external
restrictions on how they may be used. The negative remaining balance of unrestricted
net assets ($4,884,317) is due to $7,145,000 in TIF Revenue Bonds Series 1997
outstanding at year end for infrastructure assets not owned by the City. The TIF Revenue
Bonds Series 1997 are limited obligations of the City and are funded only by incremental
revenues generated within the TIF district.

Governmental activities. Governmental activities increased the City’s net assets by
$657,763. Key elements of this increase are as follows:






City of Ferguson, Missouri
Management’s Discussion and Analysis
June 30, 2004

The General Fund is the chief operating fund of the City. At the end of fiscal year 2004,
the unreserved fund balance of the General Fund was $1,905,745, and the total fund
balance was $1,930,602. The difference of $24,857 represents reserved fund balance,
which is not available for spending because it has already been committed to liquidate
contracts and purchase orders of the prior period. As a measure of the General Fund’s
liquidity, it may be useful to compare unreserved fund balance to total fund expenditures
and transfers out. Unreserved fund balance represents 19.3 percent of total General Fund
expenditures and transfers out of $9,877,865.

The unreserved fund balance of the City’s General Fund decreased by $315,075 or 14.2
percent from the prior year fund balance. This change in the current year’s fund balance
is mainly attributable to:

e Decreased sales tax revenues due to slowing economic activity being
experienced throughout St. Louis County and the State of Missourt.

e Decreased intergovernmental revenue due to population shifts in St. Louis
County. Population ratios are an important factor in the distribution formulas
of those revenues.

Changes in fund balances for other major governmental funds can be described as
follows:

e The unreserved fund balance of the Capital Improvements Sales Tax Fund
increased by $121,874 or 11.4 percent. The increase in this fund balance is
attributable in part to a $100,000 grant received in this fiscal year and due to a
decrease of $207,801 in transfers out of this fund.

Proprietary funds. The City’s only proprietary fund is the Internal Service Fund
maintained to account for and distribute the cost of maintaining the City’s fleet of

vehicles.

" Fiduciary funds. The City maintains trust and agency funds to account for monies
received and held for the benefit of others for the following purposes:

e Pension Trust Fund moneys to account for the assets of the Pension Plan and
providing benefits for all vested full-time employees.

e Bond deposits held to ensure a defendant’s appearance in court.
e Fees paid in advance for future recreational programs.

e Proceeds received in connection with the privately funded Victorian Plaza
project.






City of Ferguson, Missouri
Management Discussion and Analysis
June 30, 2004

Significant Variances between Budgets and Actual Revenues

In the General Fund, the following significant variances occurred between budget and
actual revenues:

e General sales tax was $291,265 under budgeted figures due, in part, to
optimistic revenue projections for the 03/04 fiscal year, and to adverse
economic conditions.

e Business licenses were $17,704 under budgeted figures due to decreased gross
receipts collected by municipal businesses.

e HCDA block grants (known as Community Development Block Grants) were
$36,498 under budgeted figures due to project completion extending beyond
the 03/04 fiscal year (i.e. January Avenue Sidewalk).

gnificant Variances between Budgets and Actual Expenditures

There were no significant i itive variances between budgeted and actual expenditures
for the year ended June 30, 2004.

Economic Factors and Next Year’s Budget

The lack of growth in revenue sources caused by adverse economic conditions affecting
the entire nation as well as the local region is the major factor affecting the fiscal 2004
budget for the City of Ferguson, Missouri. During the current fiscal year, unreserved
fund balance decreased by $315,075 due to declining sales tax and intergovernmental
revenues. Stagnant revenue trends led the 2004/05 budget to include further reductions
of unreserved fund balance.

Requests for Information

This financial report is designed to provide a general overview of the City of Ferguson,
Missouri’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 Office of the Director of Finance, City
of Ferguson, Missouri, 110 Church Street, Ferguson, MO 63135.





















































































































































































































Percentaae

Debt
Mama al X
City of Ferguson $ - 100.0 %
St. Louis County 107,830,000 1.0
Fe 1son-Florissant Rl
Scnool District 16,920,000 20.1

Total Direct And Overlappi. Debt

Source: Outstanding debt was obtained by con :ting the taxing jurisdiction.

The percentage appli e to the City is based on the jurisdiction's
assessed value within the boundaries of the City.

73

Amount
Applicable ..

1,078,300
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Date of incorporation
Date of last arter revision
Form of government

Area, square miles:

Miles of streets:

Miles of alleys
Miles of sidewalks
Miles of sewe

Number of street lights

Fire protection:
Number of employees
Number of stations
Fire hydrants
Vehicles:
Pumpers
Pumper/Telesquirt
Rescue trucks
Foam truck

Police protection:

Number of employees:
Commissioned officers
Other full-time employees
School crossing guards
Number of stations

Parks and recreation:
Acres of parks
Number of parks

Number of employees - full-time

cr
MISC™ "Al  §

June 30, 2000
June 30, 1990
June 30, 1980
June 30, 1970
June 30, 1960
June 30, 1950

paved
unpaved

storm
initary

79

3USON

- TISTICAL DATA

Novem| 12, 1894
February 3, 1998
Council-Manager

5.97
5.97
5.97
5.97
4.38
3.1

69.15
9.85
0.23

41.52

36.27

40.59

1,117

24
2
598

[ U G U o )

52
10

107.7
11

131
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