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The Management’s Discussion and Analysis and Budgetary Comparison Information, as listed in the
table of contents, are not a required part of the basic financial statements but are supplementary informa-
tion required by the U.S. generally accepted accounting principles. We have applied certain limited pro-
cedures, which consisted principally of inquiries of management regarding 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 collec-
tively comprise the City’s basic financial statements. The combining and nonmajor fund financial state-
ments and the supplemental information, as listed in the table of contents, have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

We did not audit the data included in the introductory and statistical sections of this report and, there-
fore, express no opinions thereon.
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Board. In future years, we will be able to review the increases or decreases in net assets
to analyze whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as transactions occur, regardless of when the related cash flows are reported. Therefore,
some revenues and expenses included in this statement may reflect cash flows that
actually occur in future periods.

Government-wide statements are separated into two major categories: 1) governmental
activities that are principally supported by taxes and intergovernmental revenues. The
governmental activities include general government, public safety, highways and streets,
parks and recreation, and community development, and 2) business-type activities that
are supported with user fees and charges. Business-type activities include the parking
facility.

Fund Financial Statements

Funds are used in government accounting to separate resources that are designated for

specific programs or activities. The City of Clayton, like other state and local

governments, uses fund accounting to demonstrate compliance with the laws, regulations

and contractual agreements that establish the authority for the City’s programs and

services. All of the funds of the City of Clayton can be divided into three categories
yernmental, proprietary and fiduciary funds

Governmental funds are used to account for the City’s basic services, the same services
that are included in the governmental activities on the government-wide statements.
However, the information in the fund statements is meast  d differently. Governmental
funds focus on current financial resources rather than economic resources. Therefore, the
statements include the short-term resources, such as cash, investments and receivables,
that will be collected in the next few months, and liabilities that will be retired with these
monies. This information is important for assessing the City’s current financial
resources.

The reconciliation in the fund statements explains the difference between the
governmental funds in the fund statements and the governmental activities found in the
government-wide financial statements. This reconciliation will explain the adjustments
necessary to compile the long-term resources and liabilities for the government-wide
statements with the current picture presented in the fund statements.

Clayton uses the folowing major governmental funds:
¢ General
e Revolving Public Improvement
e Capital Improvement Project
¢ Equipment Replacements
e 1997-98 Bond Debt Service






Governmen vide Financial Analysis
The first statement in the government-wide statements is the Statement of Net Assets.
The following table summarizes the Statement of Net Assets.

Net Assets of Governmental and Business-Type Activities (in thousands)
September 30, 2003

Business- Total
Governmental type Primary
Activities Activities Government

Current and other assets 22,950 7,503 30,453
Capital assets 32,247 13,205 45,452
Total assets 55,197 20,708 75,905
Long-term debt outstanding 30,890 3,380 34,270
Other liabilities 3,253 85 3,338
Total liabilities 34,143 3,465 37,608

Net assets
Invested in capital assets, net of 3,386 9,825 13,211

debt

Restricted 7,061 363 7,424
Unrestricted 10,607 7,055 17,662
Total Net Assets Tt 17,243 38,297

Current assets include $26 million of cash and investment. Long-term debt outstanding
includes a 2002, $9.95 million special obligation bond issue for a new pool at Shaw Park
and City Hall/Fire ation renovation. $7.4 million of the City’s net assets are externally
restricted on how they may be used.






It is not possible to compare this year’s financial statements to last year because we did
not prepare government-wide financial information for the )vernmental activities last
year. But we can outline some broad observations about this year’s operations.

General property tax, sales tax. and utility tax revenues ($13.9 million) comprise 65%
and charges for services ($4.. million) comprise 22% of total primary government
revenues.

Public safety expense of $7.7 million represents 40% of total expenses followed by
Public Works expense of $4.0 million (21%) and General Government expense of $3.2
million (16%). All of the above expenditures reflect the service orientation of
government functions, and as such are heavily people oriented.

Financial Analysis of the Government’s Funds

The fund statements present the City’s financial information in a more detailed format,
but there are other differences as well. Fund statements provide important information
about the City’s compliance with laws and regulations that define the local government
environment in Missouri. The measurement principles in the government fund
statements are also different than the government-wide statements. Fund statements
focus on current and short-term resources, while government-wide statements present the
long-term view.

Financial information for the City’s governmental funds is summarized in the Balance
Sheet — Governmental Funds and the Statement of Revenues, Expenditures and Changes
in Fund Balances (Deficit) — Governmental Funds. Fund balances increased $3,413,163
with $2,028,469 of that increase in other governmental funds due to the issuance of the
2002 Series bonds.

Total revenues and expenditures of other governmental funds are made up of non-major
funds including Special Revenue funds, Capital Projects funds and Debt Service funds.
These funds are combined for this report because their revenues and expenses are smaller
than other funds of the City. You can find details about these funds in the combining
statements for the non-major governmental funds.

The fund statement for the proprietary fund looks much like the business-type activities
in the government-wide statements. Proprietary fund financial information is measured
with the same principles used by commercial enterprises, so this information does not
change from the fund statement to the government-wide statement.

General Fund Budget: _ Highl
This year’s format includes 1nformat10n about both the orlglnal budget and the amended
budget.

Over the course of the year the City Council revised the adopted budget twice. These
amendments fall into two categories:

Transfers between departmental accounts.






The City issued $9.95 million in special obligation capital improvement bonds in 2002 to
renovate the City’s Shaw Park Pool, City Hall and Fire Station. More detailed
information about the City’s long-term liabilities is presented in the notes to the financial
statements.

The Outlook for Next Year

At this time, the most significant factor likely to impact the fiscal year 2003-2004 budget
will be the health of the local and national economy. The City’s reliance on operating
revenue is spread among three major revenue sources, property tax, sales tax and utility
tax, that have maintained a steady growth currently and projected in the near future.

The near future will see a need to evaluate current funding policies in order to maintain
service at the current level. Although revenues, particularly personnel services and some
contractual service, are projected to increase at a greater level than revenue.

The City is very optimistic that it will maintain the current high level of service and
address the funding needs of the community in a timely manner.

Requests for Information

This financial report is designed to provide a general overview of the City of Clayton,
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 address to the Director of Finance, City of Clayton,
Missouri, 10 N. Bemiston Avenue, Clayton, MO 63105.
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CITY OF CLAYTON, MISSOURI
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS

- SEPTEMBER 30, 2003
Total Fund Balances - Governmental Funds $ 19,583,397
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are not reported in the
funds. The cost of the assets is $§42,432,165 and the accumulated depreciation is $10,184,747. 32,247,418
Other long-term assets are not available to pay for current period expenditures and, therefore, are deferred in the funds. 439,270
The Internal Service Fund is used by the City to charge for services provided for insurance to individual funds. The
assets and liabilities of the Internal Service Fund are included in governmental activities in the statement of net assets. 79,622

Certain long-term liabilities are not due and payable in the current period and, therefore, are not reported as liabilities in the
governmental funds. Long-term liabilities at year-end consist of:

Accrued interest payable (415,359)

Bonds payable outstanding (30,890,000)

Unamortized issuance costs 9,463
Net Assets Of Governmental Activities ¢ 21,053,811

See notes to financial statements
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CITY OF CLAYTON, MISSOURI

RECONCILIATION OF T STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TOTI S™*TEMENT OF ACTIVITIES

FOR THE YEAx 1 DED SEPTEMBER 30, 2003

Net Change In Fund Balances - Governmental Funds $ 3,413,163
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported in governmental funds as expenditures. However, in the statement of activities,
the cost of those assets are allocated over estimated useful lives and reported as depreciation expense.
This is the amount by which capital outlays over the capitalization threshold ($9,324,552) exceeded
depreciation ($1,044,918) in the current period. 8,279,634
In the statement of activities, the loss on the disposal of capital assets is reported. Conversely, governmental
funds do not report any gain or loss on the disposal of capital assets. (216,419)
Revenues in the statement of activities that do not provide current financial resources are not reported as
revenue in the funds. (86,508)
The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect on net assets. Also, governmental
funds report the effect of issuance costs, premiums, discount and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the statement of activities. This amount is the net
effect of these differences in the treatment of long-term debt and related items.
Debt issued:
Special obligation capital improvements bonds (9,950,000)
Issuance costs 11,1~
(9,938,854,
Repayments:
Bonds payable 1,220,000
Amortizaton 1IN (8,720,537)
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. Accrued interest on bonds. (76,439)

Thelr  al Service Fund is used by management to charge the costs of certain activities to individual funds. The

net revenue (expense) of the Internal Service Fund is reported with governmental activities in the statement
of activities.

Change In Net Assets Of Governmental Activities

See notes to financial statements

FANE £ZN2N

$ 2,187,291
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ASSETS
Cash and cash equivalents
Investments
Interest receivable

Total Assets

iT ASSETS
Held in trust for pension benefits

See notes to financial statements

CITY OF CLAYTON, MISSOURI
STATEMENT OF FIDUCIARY NET ASSETS -
PENSION TRUST FUNDS

SEPTEMBER 30, 2003

$ 2,256,041
24,417,351

1A0 7124

T DA Q1 ANA

Page 22









Cii Y OF C" AYTON, MISSOURI

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFIC/ T ACCOUNTING POLICIES (Continued)

3.

Measurement Focus, Bas of Accountii and Financial Statement Presentation
(Continued)

Governmental fund financial statements are reported usii  current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recog-
nized as soon as they are both measurable and available. Revenues are considered to be
measurable and available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the govern-
ment considers revenues to be available if they are collected within one year of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. However, debt service expenditures, as well as expenditures
related to claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal pe-
riod are all considered to be susceptible to accrual and so have been recc 1ized as reve-
nues of the current fiscal-period. Only the portion of special assessments receivable due
within the current fiscal period 1s considered to be susceptible to accrual as revenue of the
current period. All other revenue items are considered to be measurable and available
only when cash is received by the government.

The City reports the following major governmental funds:

General Fund -- 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.

Revolving Public Improvement Fund -- The Revolving Public Improvement Fund is a
Capital Projects Fund used to monitor the funding of special infrastructure improvements
throughout the City. Revenues derived by this fund are special assessments that are lev-
ied and 1% gross receipts tax on utilities.

Capital Improvement Project Fund -- The Capital Improvement Project Fund is a Cap-
ital Projects Fund used to account for improvements to park and recreational facilities

and storm water systems which will be funded by a 2% sales tax.

Equipment Replacements Fund -- The Equipment Replacements Fund is a Capital Pro-
jects Fund used to account for replacement funds.

1997-98 Bond Debt Service Fund -- The 1997-98 Bond Debt  :rvice Fund is a Debt
Service Fund used to account for the acct  1lation of resources for, and the payment of,

special obligation capital improvement bond principal and interest.

The government reports the followii  major proprietary funds:
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CITY 7F C7 AY 1 ON, MISSOURI
NOTES TO FINANCIAL STATEMENTS

OTE A - SUMMARY OF SIC_ IFICANT ACCOUNTING POLICIES (Continued)

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

The principal operating revenues of the parking facility, enterprise fund and of the gov-
emnment’s internal service funds are charges to customers for sales and services. Operat-
ing expenses for Enterprise Fund and Internal Service Fund include the costs 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.

4. Budgets and Budgetary Accounting

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

a. Prior to September 1, the City Manager submits to the Board of Aldermen a proposed operat-
ing budget for all funds, except the Police Forfeiture and P.O.S.T. Fund, Firefighter Assis-
tance Grant Fund, Revolving Public Improvement (Bond Issue) Funds, 1997-98 Capital Pro-
ject Bond Fund, Davis Place Fund and 401(k) Plan Fund for the fiscal year. The operating
budget includes proposed expenditures and the means of financing them.

b. Public hearings and open council meetings are held to obtain taxpayer comments.

Prior to October 1, the budget is adopted by the Board of Aldermen.

d. Budgets are adopted on a basis generally consistent with U.S. generally accepted accounting
principles except that budgetary basis expenditures include encumbrances and loan payments
in connection with short-term financing. Budgetary comparisons in the required supplemen-
tary information and other supplemental information are presented on this budgetary basis.
Unencumbered appropriations lapse at year-end.

e. Current year budget includes amendments. Budget amendments between funds or depart-
ments must be approved by the Board of Aldermen.

IS

S. Cash, Cash Equivalents and Investments

The City considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents. State statutes and City policy authorize the gov-
ernment to invest in U.S. ..easury, agencies and instrumentalities, time deposit certifi-
cates and repurchase agreements. The Pension Trust Funds are also authorized to invest
in corporate common or preferred stocks, bonds and mortgages, real or personal property
and other evidence of indebtedness or ownership, but excluding any debt of the City it-
self, and individual insurance policies. Investments are stated at fair value.

0. Allowance for Doubtful Accounts

Accounts receivables include billings for services totalii  $407,0~). The allowance for
uncollectibles on these receivab™ . is $50,641.

Page 2/






CITY OF CLAY : ON,M! JURI
DTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF GNIFICANT ACCOUNTING POLICIES (Continued)

11.

12.

13.

14.

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund finan-
cial statements, long-term debt and other long-term obligations are reported as liabilities
in the applicable governmental activities, business-type activities or proprietary fund type
statement of net assets. Bond premiums and discount, as well as issuance costs, are de-
ferred and amortized over the life of the bonds using the straight-line method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance
costs are reported and amortized over the term of the related debt.

In the fund financial statements, governmental fund types 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 cost, whether or not withheld from the actual debt pro-
ceeds received, are rep«  :d as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments
for the expenditure of monies are recorded in order to reserve that portion of the applica-
ble appropriation, is employed as an extension of formal budgetary integration in the
governmental types. Encumbrances outstanding at year-end are reported as reservations
of fund balances since they do not constitute expenditures or liabilities.

Interfund Transactions

Transfers of resources from a fund receiving revenue to the fund through which the re-
sources are to be expended are recorded as operating transfers. Such transfers are re-
ported as other financing sources (uses) in the governmer ~ fund t,, s and operating
transfers in the proprietary fund types.

Property Taxes

Property taxes are levied in September of each year on the assessed value as of the prior
January 1 for all real property located in the City. Property taxes attach as an enforceable
lien on property as of January 1 and are due upon receipt of billing and become delin-
quent after December 31.
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CITY OF CLAYTON, MISSOU .l
NOTES TO FINANCIAL STATEMENTS

OTE B - DEPOSITS AND INVESTMENTS (Continued)

2.

Investments (continued)

The City’s investments are categorized below to give an indication of the level of risk
assumed by the City at year-end as: (1) insured or registered with securities held by the
City or its agent in the City’s name, (2) uninsured and unregistered for which the securi-
ties are held by the financial institution’s trust department or agent in the City’s name or
(3) uninsured and unregistered investments for which the securities are held by the finan-
cial institution’s trust department, the broker dealer, but not in the City’s name.

Pension Trust Funds:
Corporate bonds
Corporate stock
U.S. government and agency securities
Other funds:
Repurchase agreements
U.S. government and agency securities
Subtotal
Pension Trust Funds - mutual funds
Certificate of deposit
Discounted certificate of deposit
Amount included in cash on
combined balance sheet

Total

C-LA_-__Z_

2,422,059

15,116,905

L AN ANNA

7,883,805
7,509,522
8,210,146

23,603,4/3

Fair Vaiue/
Carrying
Lot

7.883,805
7,509,522
8,210,146

2,°71.059
15,694,846
41,720,378
813,878
1,149,109
5,365,798

346,627,104
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CITY OF CLAY 1 ON, MISSTURI
OTHER SUPPLEMENTAL INFORMATION

PROPRIETARY FUND TYPES

Proprietary Funds are used to account for those operations that are financed and operated in a manner
similar to private business, or where the governing body has decided that determination of revenues
earned, costs incurred and/or net income is necessary for management accountability.

ENTERPRISE FUND

Parking Facilities Revenue Fund -- This fund is used to account for the City’s parking operations.

INTERNAL SERVICE FUND

Insurance Fund -- This fund is used to account for all the City’s insurance operations.
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CITY OF CLAY . 9N, MISSC™"RI

CAPITAL ASSETS USED IN THE OPE™ "TION OF GOVERNMENTAL FUNDS

SCHEDULE BY SOURCE
SEPTEMBER 30, 2003

GOVERNMENTAL FUNDS CAPITAL ASSETS
Land
Construction in progress
Buildings
Improvements other than buildings
Machinery and equipment
Infrastructure

Total Governmental Funds Capital Assets

§ 1,072,517
2,088,348
9,888,484

259,710

4,740,401
72 787 705
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