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o Governmental activities -- Most of the City’s basic services are included here, such as the police, public works, and
parks departments, and general administration. Taxes along with state and federa’ ants finance most of these ac-
tivities.

®  Business-type activities -- The City’s sewer system Is a business-type activity. Business-type activities are financed
in whole or in part by fees charged to external parties for goods or services rendered. These activities are reported in
anent _ ise fund.

Fund Financial Statements

A fund is an accounting device the City uses to keep track of specific sources of funding and spending for particular pur-
poses. The City, like other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds.

Governmental funds. Most of the City’s basic services are included in governmental funds, which focus on (1) how cash
and other financial assets that can readily be converted to cash flow in and out and (2) the balances left at year-end that are
available for spending. Consequently, the governmental funds statements provide a detailed short-term view that helps you
determine whether there are more or fewer financial resources that can be spent in the near future to finance the City’s pro-
grams. Because this information does not encompass the additional long-term focus of the information presented for gov-
ernmental activities in the government-wide statements, we provide additional information on the subsequent page, that ex-
plains the relationship (or differences) between them. By doing so, readers may better understand the long-term impact of
the City’s near-term financing decisions.

Proprietary funds. Services for which the City charges customers a fee are generally reported in proprietary funds. Proprie-
tary funds, like the government-wide statements, provide both long- and short-term financial information, only with more
detail. The City maintains one type of proprietary fund, the Enterprise fund, to account for the sewer services the City pro-
vides. Enterprise funds are used to report the same functions presented as business-type activities in the vernment-wide
financial statements.

Fiduciary funds. The City is the trustee, or fiduciary, for its employees’ pension plans. It is responsible for ensuring that the
assets reported in these funds are used for their intended purposes. All of the City’s fiduciary activities are reported in a
separate statement of fiduciary net assets and a statement of changes in fiduciary net assets. We exclude these activities from
the City’s government-wide financial statements because the City cannot use these assets to finance its operations.

ytes 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.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the City’s budget and actual information and data regardi  the modified
approach for infrastructure assets.

Government-wide Financial Analysis

Net assets. As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
City’s assets exceeded liabilities by $92,555,928 at the close of the 2003 fiscal year.

Because this reporting model significantly changes both the recording and presentation of financial data, the City has not
restated prior fiscal years for the purpose of providing comparative information for the management’s discussion and analy-
sis. In future years, when prior year information will be available, a comparative analysis of government-wide data will be
included in this report.


































































CITY OF ARNOLD, MIS“0"RI
NOTES TO FINANCIAL STATEMENTS

M. TE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)

tions of the government. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services or privileges provided, 2) operating grants and contribution and 3) capital
grants and contributions, including special assessments. Internally dedicated resources
are reported as general revenues rather than as program revenues. Likewise, general
revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operation.
The principal operating revenues of the Enterprise Fund are charges for services. Operat-
ing expenses for the Enterprise Fund include the cost of sales and services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

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

Budgetary Data

The City follows these procedures in establishing the budgetary data reflected in the fi-
nancial statements:

a. On or before July 8, all departments submit requests for appropriations to the City’s
budget committee so that a budget may be prepared.

b. T iring August, the operating budget is presented to the City Council for review. The

operating budget includes proposed expenditures for the General and Enterprise

Funds and the means of financing them.

Public hearing meetings are held to obtain taxpayer comments.

Prior to September 1, the budget is adopted by the City Council.

e. Budgets are adopted on a basis generally consistent with U.S. generally accepted ac-
counting principles. Expenditures modified for some year-end accruals may not le-
gally exceed budgeted appropriations at the department level. The revenue and ex-
penditures related to the Community Recreation Center debt is not budgeted.

f.  Current year budget includes amendments. Budget amendments at the department
level must be approved by the City Council. Management may authorize transfers of
appropriations within a department.

Appropriations lapse at year-end.

/e
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CITY OF ARNOLD, MISSOURI
__NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

10.

11.

Restricted Assets

Certain funds generated by the sewer system are classified as restricted assets on the bal-
ance sheet because their use is limited by the sewer system revenue bond ordinances.
The bond account is used only for the payment of principal and interest on the revenue
bonds. The depreciation and replacement account is to be expended only for repairs or
replacements to the sewer system. The bond reserve account is to be used only to pay
bonds at maturity or interest as it accrues when and to the extent other funds are not
available for this purpose.

Certain General Fund monies are classified as restricted assets on the balance sheet be-
cause their use is limited by covenants of the capital lease agreement. The reserve ac-
count is to be used solely for the purpose of making lease payments on the applicable due
dates when and to the extent other funds are not available for this purpose. The lease
payment account is used only for the payment of the principal and interest on the lease
obligation.

Certain capital improvement sales tax receivables are classified as restricted assets on the
balance sheet because their use and availability is limited by the sales tax agreement with
Jefferson County. The funds are to be used for capital improvements to publicly main-
tained roads and become available upon the City’s request for reimbursement of expendi-
tures on approved projects.

Capital Assets

Capital assets, which include property, equipment and infrastructure (e.g., roads, bridges,
sidewalks and similar items), are reported in the applicable )vernmental or business-
type activities columns in the governmental-wide financial statements. Capital assets are
defined by the government as assets with an initial cost of more than $5,000 and an esti-
mated useful life in excess of one year. Such assets are recorded at historical cost or es-
timated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The costs of normal maintenance and repairs are charged to operations as incurred. Im-
provements are capitalized and depreciated over the remaining useful lives of the related
fixed assets, as applicable. However, the street network infrastructure is not depreciated.
The City has elected to use the modified method in accounting for its streets. The modi-
fied method allows governments to report as expenses in lieu of depreciation infrastruc-
ture expenditures which maintain the asset but do not add nor improve the asset. Addi-
tions and improvements to the street network are capitalized.

Depreciation is being computed on the straight-line method, using asset lives as follows:
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