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LAIRE C. Mc""A“KILL

Missouri State Auditor

May 31, 2006

stration
St. Charles County

3550 Highway K
St. Charles, MO 63304

://
Fiscal Period: One Year Ended December 31, 2005 V/
Dear Ms. Bartch:

In accordance with Section 105.145, RSMo, we acknowledge receipt of the financial
report of your political subdivision for the above-described fiscal period.

Thank you for your cooperation in sending this information.

Sincerely,

CLAIEL C. McCASKILL

STATE AUDITOR
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Judy Buerky

Local Government Analyst

P.O. Box 869 « Jefferson City, MO 65102 « (573) 751-4213 « FAX (573) 751-7984





















Section I - Statistical

The statistical section is des” 1ed to provide the user of the Comprehensive Annual
Financial Report a more complete understanding of Duckett Creek Sanitary District.
Where appropriate, ten-year comparative data is presented to indicate trends relating to
the  portance of various revenue sources, the composition of expenditures and debt
coverages.

FINANCIAL INFORMATION

ACCOUNTING SYSTEM AND BUDGETARY CONTROL - In fulfilling its
responsibilities for accurate and complete financial statements, management depends on
the development and maintenance of a system of internal accounting controls. Internal
accounting controls are designed to provide reasonable, but not absolute, assurance
regarding the safeguardis  of assets against loss from unauthorized use or disposition, the
reliability of financial records for preparing financial statements and maintaining
accountability for assets. The concept of reasonable assurance recognizes that the cost of
a control should not exceed the benefits likely to be derived, and that the evaluation of
costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe the
District’s internal accounting controls adequately safeguard assets and provide reasonable
assurance of proper recording of financial transactions.

The Board of Trustees adopts an annual budget in December each year. Appropriations
lapse at the end of the fiscal year.

The financial records of the District are maintained in a manner consistent with enterprise
funds. On a full-accrual basis, enterprise funds are used to account for the acquisition,
operation and maintenance of facilities and services that are entirely or predominantly
self-supportii  for user charges. The operations are accounted for in such a manner as to
show a profit or loss as in comparable private enterprises.

REPORTING ENTITY - The District was established by a resolution adooted by the St.
Charles County Court (now referred to as the County Commission) in 14 .J. On January
1, 1993, St. Charles County became a first class county with a charter form of
government. Pursuant to Section 249 Revised Statutes of Missouri for sewer districts
within a first class county, the County Commission appointed the original five trustees,
who were responsible for control and operation of the District. The St. Charles County
Executive now appoints the trustees with concurrence of the County Council to staggered
five-year terms. A minimum of three trustees must reside within the District boundaries.

An Executive Director who is responsible for implementii  the Trustees’ directive and
policies and for administrative management and operations tunctions provides full-time
management of the District’s operation. The District employs 40 full-time employees
and the Director.






County amor the top 20 counties in the country for median household income, the only
Missouri county included on the list. St. Charles County poverty level of 2.8% is the
lowest percent in counties of 200,000 or more also according to the Council for
Community and Economic Research. By creatii 12 new jobs a day for the past decade

St. Charles enjoys a 4.1% unemployment rate. 1he lowest reported rate in the St. Louis
metropolitan area.

The most significant employment growth area of the District is along US Hwy 40/61.
Marketed as a ‘“high-tech” corridor, steady development has attracted numerous
technology jobs for the residents of St. Charles County. The most significant employers
located in the corridor are MasterCard International, Enterprise Leasing and Citice _
Another significant development within the corridor served by the District is the Missouri
Research Park. It is home of the Missouri Bluffs Golf Club that has been host to the Nike
Tour classic golf tournament. The O’Fallon Corporate Centre also located within the
corridor was the first “FibrePark” in eastern Missouri and is home to  ng Safety
Products and Component Bar Products.

The largest residential development located in the District, Winghaven, “the City within a
City”, is a planned, 1,100-acre, $: ) million development within the high-tech corridor.
The development provides 1,700 housis uni and 850 apartments, including 450 senior
citizens units. There is an 18-hole Jack Nicklaus designed golf course and residential
vill : located in the development. Several commercial sites are located in the
development the largest being MasterCard International.

In summary, the economic outlook for the District is extremely positive. The District
intends to continue its participation in the planned expansion of St. Charles County to its
western most boundaries in an environmentally favorable and friendly manner. This
participation will allow the District to continue to experience growth in both size and
diversity of its customer base into the next decade.

MAJOR INITIATIVES

Fiscal year 2004 was a pivotal year for development within the District and St. Charles
County. The District in concert with a local school board placed into operation, the first
of its kind, membrane bioreactor treatment plant (MBR). These MBR plants provide a
sound treatment alternative in areas not particularly conducive to development. This
allows Duckett Creek to assist developers in continuing their expansion to accommodate
the needs of its ever-growing population. The utilization of the MBR plants is expected
to continue to increase the District’s customer base into the next decade. Based on current
projections the District anticipates and additional 5,000 customers by the year ~116.

In addition to the westward expansion, the District has identif | projects within the
existing boundaries. As an initial step in this process voter approval was obtained in
2002 for an additional $18.8 million in revenue bonds. The District intends to utilize
approximately $8 million of this debt in 2006 for construction of membrane technology

4-
























The introductory section, supplementary section and statistical section 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.
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Debt Administration

The District issues revenue bonds to pay for treatment plant construction and upgrades and expansion of
the system when necessary. The revenue from the sewer system and the various special funds
established by bond ordinances collateraliz  the revenue bonds. Debt outstanding was reduced in fiscal
year 2005 by $2,308,377 through program revenues. The debt issues are discussed in »te 7 of the
Notes to the Financial Statements.

Financial _ontact

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors
with the general overview of the District’s finances and to demonstrate the District’s accountability for
the monies it receives. If you have questions about this report or need additional financial information,
contact Duckett Creek Sanitary District, Julie Bartch, Director of Administration, 3550 Highway  and
Saint Charles, MO 63304,
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SUMMARY OF SIGNIFICANT ACCOULX, ..NG POLICIES - continued

GASB atement 14 has been applied in determining the financial reporting entity of the District.
Statement 14 requires the financial reporting entity to include the following:

the primary government
- other organizations for which the primary government is financially accountable;

- any for-profit corporations of which the primary government holds majority ownership for the
purpose of directly facilitating provision of government services; and

- any other organization whose exclusion would cause the reporting entity financial statements
to be misleadit  or incomplete.

In evaluatit  ‘he District as a reporting entity, management has addressed all potential component
units which may or may not fall within the District's reporting entity based on the above criteria.

The District had determined that there were no other : :ncies or entities which came under the
criteria for inclusion.

Cash and Cash Equivalents - For purposes of the statement of cash flows, the District considers
highly liquid investments (includir  restricted assets) with an original maturity of three months or
less when purchased to be cash equivalents.

Investments - The District is authorized to invest funds not immediately needed for the purposes to
which the funds are applicable, in obligations of the United States Treasury, United States
Government Agencies, bank certificates of deposit and money market funds. Investments are stated
at fair value.

Budgets - Annual buc’ ts are adopted on a basis consistent with generally accepted accountis
principles except for depreciation and interest, which are not budgeted. All annual appropriations
lapse at fiscal year end. The appropriated budget is prepared by department. All budget adjustments
require the approval of the executive director. There were no adjustments to the original budget
during the year. The legal level of control is at the entity level. The District’s buc’ :t for fixed asset
purchases is not reflected in the supplementary schedules since these items are capitalized and
depreciated.

Concentration of Credit Risk - The District grants credit for sewer bills to the residential and
commercial consumers it serves in St. Charles County.

Concentration of Cash and Investments - The District has cash and investments in several

Missouri banks, which are FDIC insured or secured by collateral. Account balances, at the balance
sheet date, were entirely covered by FDIC insurance or collateralized.
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SUMMARY OF SIGNIFICAT.. ACCOUNTING POLICIES - continued

Bond Issuance Costs - Bond issuance costs are recorded as deferred charges and amortized over the
lives of the bonds using the straight-line method.

Bond Premium - Premiums received over the face value of debt when it is issued is amortized
against interest expense over the lives of the bonds.

Compensated Absences - The District permits employees to accumulate earned but unused
vacation. Vacation pay is accrued when earned and reported as a liability.

Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

DEPOSITS AND INVESTMENTS

Deposits - At December 31, 2005, the carrying amount of the District’s deposits was $3,146,401 and
the institutional balance was $3,425,144. Institutional balances were entirely covered by the Federal
Deposit Insurance Corporation (FDIC), the Securities Investor Protection Corporation (SIPC) or
collateralized with securities held by the District’s agent in the District’s name.

Investments - At December 31, ~)035, the District’s investments are classified in the accompanying
financial statements as follows:

CURRENT ASSETS

Restricted assets:
Investments $ 1,028,909

NON-CURRENT ASSETS

Investments 5,495.208

Restricted assets:
Investments 812,755
TOTAL $ 7T3RART

District Investment Policy: As a means of limiting its exposure to fair value losses arising from
rising interest rates, the District’s investment policy limits its investment allocation as follows:

Investment Maximum
Claccification Maturity Range __ Allgcatinn
Short-term 0-3 years 75%
Intermediate 4-7 years 75%
Long-term 8-10 years "%
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REVENUE BONDS PAYABLE - continued

Revenue Bonds - Series 2002A - The District issued $5,045,000 in Revenue Bonds - Series 2002A
to advance refund outstanding Series 1983, 1985, 1986 and 1992C Revenue Bond Issues. The bonds
dated September =7, 200~ bear interest at 2.0% - 4.0% per annum with interest payable on March 1

and September 1 in each year. The bonds mature on September 1 in the years and amounts as shown
on the following page.

Debt rvice Accounts - Used to accumulate the monthly payments made by the District.
The amounts are then used to fund the semi-annual principal and interest payments.

Reserve Account - Used to accumulate funds to be expended for authorized purposes.

Sewer: :System Revenue Bonds - Series 2002A - The Sewerage System Revenue Boni - Series
200~ \ totaling $29,545,000 were issued to finance the construction of sewer lines and a pump
station. The bonds, dated May 1, 2002, are a part of the ate Environmental Improvement and
Ene ' Resources Authority Water Pollution Control Revenue Bonds (State Revolving Fund
Program - Multiple Participant Series). The bonds bear interest at 3.0% - 5.15% per annum with
interest payable on January 1 and July 1 in each year. The bonds mature on January 1 in the years and
amounts as shown below. A premium of $52,300 will be amortized over the life of the bonds, which
is 22 years. Amortization of the premium reduced interest expense by "~ 377 in ~ 105 and ~)04.
Pursuant to the bond ordinances, the following accounts are funded by or on the behalf of each
participant in the prc am:

Debt Service Account - Used to accumulate the monthly payments made by the District.
These amounts are then used to fund the semi-annual principal and interest payments.

Construction Account - The proceeds from the sale of the bonds were deposited in this
account. Monies in this account are disbursed to pay eligible project costs or after
completion of disbursements, the principal and interest on the bonds.

Reserve Account - This account was established to make up any deficiencies of principal
and interest when debt service is due. The account is funded through the Wastewater
Loan Fund. Interest earned on the account is used for the semi-annual debt service
payments.
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10.

REVENUE BONDS PAYABLE - continued

The revenue bonds are collateralized by the revenue from the sewer system and the various special
funds established by the bond ordinances. The ordinances provide that the revenue of the system is
to be used first to pay operatii  and maintenance expenses of the system and second to establish and
maintain the revenue bond funds. Any remainii ‘evenues may then be used for any lawful purpose.
Deposits in the revenue bond funds are to be made by the first day of each month. The ordinances
also contain certain provisions which require the District to maintain pledged revenues, as defined in
the ordinances, for each year of at least "~ 1% of the annual debt service requirements. For fiscal year
2005, the revenue bond coverage is 143%.

RIS MANAGEMENT

The District is exposed to various risks of loss related to tort; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters.

The District purchases commercial insurance to cover risks related to building and other District
property, crimes, business, travel, earthquakes, and employee blanket bonds. Settled claims resulting
from these risks have not exceeded coverage in any of the past three years.

QUALIFIED RETIREMENT PLAN

The District adopted a 401(k) retirement plan as of April 1, 1984. The plan is a defined contribution
plan. The plan covers all employees who are 21 years of age with at least one year of service prior to
the plan anniversary date of January 1st. The Board of Trustee has the sole ability to amend or
terminate the plan. The Plan is administered by Qualified Plan Services, Inc. The District matches
employee contributions 100% up to a 6% contribution limit. The District's plan contribution and
administrative expenses for 2005 and 2004 were $84,470 and $77,964, respectively. Employee
contributions were $97,196 and $93,417 for 20( and 2004, respectively.

COMMITMENTS

The District has a contract for engineering services related to a sewer project. The total amount
outstanding for work yet to be performed is $820,423.
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