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To the Honorable Mayor and Board
Of Aldermen
City of Clayton, Micsanri

The accrual basis of accounting is utilized by the proprietary and pension trust funds.

Consideration is given to the adequacy of internal accounting controls governing the financial
transactions and records of the City.

Internal controls are designed and developed to provide reasonable assurance that assets are
safeguarded and that transactions are properly executed and recorded in line with management’s
policy and generally accepted accounting principles.

Budgetary control is maintained at the departmental and fund levels partially through the use of an
encumbrance system. Monies of respective accounts are encumbered as purchase orde so that

budgeted appropriations may not be overspent without proper approval. Open encumbrances at
year-end are reported as reservations of the fund balance.

- JdE Lo 20RTING EDN .. . " TTDITS £RVICE

..1e City of Clayton was incorporated in 1913. Its borde =ncompass 2.54 square miles. The City
has a population of 15,935 and serves as the governmental seat for St. Lou  County, Missouri. The
governing body consists of an elected six-member Board of Aldermen and Mayor who collectively
appoint a City Manager to administer daily operations.

The City provides a full range of municipal services including public works, parl and recreation,
public safety, community development and general administration.

All funds included in this CAFR reflect the above municipal services and subsequent services of the
City.

FIDUCIARY DUTIES

One of the fiduciary duties carried out by the City is pension management. Eligible City employees
participate in one of two single-employer pension plans. These plans are the City of Clayton
Uniformed Employees Retirement Fund and the Non-Uniformed Employees Retirement Fund.

Effective January 1, 1994, the City revised the previously existing uniformed employee defined
benefit and defined contribution plans, and combined these plans into a single defined benefit plan,
Uniformed Employees Retirement Fund. The City contributes an actuarially determined amount to
meet current costs and the amortization of past service liability.

The Non-Uniformed Employees Retirement Fund is a defined benefit plan in which employe
normally contribute 3% of their salary and the City contributes an actuarially deterrpjned amount
to the plan. The plan has exceeded 100% funding for several years. Since 1991, the City has chosen
to suspend the employee contribution and in December )04, the City suspended voluntary
employer contributions.
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To the Honorable Mayor and Board
Of Aldermen
City of Clayton, Missouri
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The Honorable Mayor and Board
of Aldermen
City of Clayton, Missouri

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
information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, 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
collectively comprise the City’s basic financial statements. The introductory section, combining and
individual fund financial statements and schedules, and the statistical tables are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
combining and individual fund financial statements and schedules have been subjected to the
auditing procedur: 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.
The introductory section and the statistical tables 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.

W}f m L

December 18, 2006
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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. The business-type activity includes all City-owned and managed parking facilities.

The government-wide financial statements can be found on pages 12 through 13 of this report.

™ 1Fi ‘al State :@:n

Funds are used in government accounting to separate resources that are designated for specific
programs or activities. ..1e City, like other state and local governments, uses fund accounting to
demonstrate compliance with the lav  regulations and contractual agreements that establish the
authority for the City’s programs and services. The funds for the City can be divided into three
categories: governmental, proprietary and fiduciary funds.

' -—-ernment nds

Governmental funds are used to account for the City’s basic services, the same services that are
included in the governmental activiti on the government-wide statements. However, the
information in the fund statements is measured differently. Governmental funds focus on current
financial resources rather than economic resources. Therefore, the statements include the short-
term r urces, 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 liabilitic for the government-wide atemen with the current picture presented in
the fund statements.

The City utilizes the following major governmental funds:
e General
¢ Revolving Public Improvement
e Equipment Replacement

The larger funds are presented as major funds while the other funds are presented in the combining
statements for non-major funds. A description of the major funds can be found on page 24 in the
notes to the financial statements. Both major and non-major fund statements include a balance
sheet and statement of revenues, expenditures and changes in fund balances.
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Goverr— -nt-wide Financial Analysis

..1s is the fourth year that the City has presented its financial statements under the reporting
model required by the Governmental Accounting Standards Board Statement No. 34 (G2 3 34),
Basic Financial Statements and Management’s Discussion and Analysis for State and Local
Governments. Therefore, a comparative analysis of government-wide data is included in this report.

As noted earlier, net assets over time may serve as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $45,389,37 ™ at the close of the most
recent fiscal year, an increase of $3,767,063.

A major portion of the City of Clayton’s net assets are invested in capital assets (e.g. land, buildings,
machinery and equipment, and infrastructure) less any related debt used to acquire those asse
which total $18,277,779 or 40% of total net assets. Although the City’s investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital asse :hemselves cannot be used to liquidate
these liabilities.

Unrestricted net assets of $24,217,948 is another major portion of the City’s net assets (53%) that
may be used to meet on-going obligations to citizens and creditors.

City of Clayt« s Net Assets

Current and other assets $ 18,779,398 $ 18,666,584 $ 10,513,658 $ 6,590,547 $ 29,293,056 $ 25,257,131

Capital assets 24 207 071 24 1701 £AN 10 7an ngp 1R NAR N21 AQ 290 Qg7 KN 00e EAn
Total Assets -‘rx 44,000,010

Current liabilities 1,956,561 1,437,534 104,950 94,504 2,061,511 1,532,038

Noncurrent 1labllltles O NO0A Q02 D0 4092 9921 4 102 nan A Ens 1m0 2N 101 1nAN a0 NN No 4

Total Liabiliti

Net assets
Invested in capital assets,

net of related debt 8,732,202 6,595,418 9,545,577 11,540,026 18,277,779 18,135,444
Restricted 2,613,411 2,512,962 280,174 283,450 2,893,585 2,796,412
Unrestricted 14 0NN NT1O 14 A0 N4O 10 107 nape £ 011 A4E n4’?1r7 ade an can 209

Total Net A ts ¢ or 490c zorx ¢ 09 xo7 900 ¢ 1n aro 7o ¢ 10 N2 4 601 ® 4 o000 9010 & 11 8992 249
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The City’s overall net assets increased $3,767,063 during the current fiscal year. Fiscal year 2006
revenues totaling $27,317,108 are $4,566,546 more than fiscal year 2005. Program revenues
totaling $6,235,735 are $6¢ " 036 less than fiscal year 2005 and due to a reduction in one-time
operating grants. General property tax revenue is 22% of the total and increased by $1,427,957 to
$6,135,030. This was due to an increase in the tax rate to the maximum allowable. Sales and utility
tax revenue is 40% of the total and increased $565,028 to $10,825,745. Program expenses totaling
$23,550,045 were $1,264,837 more than fiscal year 2005. This increase is mainly a result of three
different program expenses. Public safety increased $462,197 due to repairs and maintenance that
were not capitalized because they did not add to the value of an asset or extend its life. Parks and
recreation increased $653,947 due to noncapital projects and renovations in the parks and ball
fields. Interest on long- 'm debt increased by $~~3,438, due to scheduled interest payments on
outstanding debt.

Financial A 1e ment’s Func

The fund statements present the City’s financial information in a more detailed format. 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
governmental fund statements are also different than the government-wide statements. Fund
statements focus on current and short-term r« urces, while government-wide statements present
the long-term view.

—d4 1T TN 1

Governme g A
The City’s total governmental funds, as shown on page 14, at the end of the current fiscal year,
reported an ending fund balance of $15,709,382, a decrease of $285,225 in comparison with the prior
year. Approximately 84% of this total amount, or $13,179,803, constitutes unreserved fund balance,
which is available for spending at the City’s discretion. Although the Equipment Replacement Fund
has an unreserved balance, if those funds were used, then alternative sources of revenue would need
to be found to pay for equipment purchased in the future. The remainder of fund balance is reserved
to indicate that it is not available for new spending because it has already been committed 1) to
liquidate contracts and purch: : orders of the prior period ($248,355) and 2) to pay debt :rvice
(£~ 281,224). The governmental funds may be viewed on pages 14 through ...

The General Fund is the main operating fund of the City. At the end of the current year,
unreserved fund balance was $8,324,588, while total fund balance reached $8,328,683. Unreserved
fund balance represents 49% of total General Fund expenditures and transfers out. The City’s
General Fund minimum reserve policy level is 25% of expenditures and transfers. The City’s
General Fund balance increased $1,240,082, primarily due to an increase of approximately
$800,000 in property t: s and the increases in licenses and permi  public utility licenses,
community programs, fines and forfeiture.

The entire Revolving Public Improvement Fund Balance totaling $1,801,767 is unreserved. The net
decrease in fund balance of $667,356 was again due to planned expenses for streets projects.
Transfers in of $496,431 are from the Parking Fund and transfers out of $1,011,509 are to pay for a
portion of the debt service on the :ries 1999 and 2002 bond issues.

The Equipment Replacement Fund has a total fund balance of $2,649,175. Almost the entire fund
balance is unreserved but intended for the replacement of all the vehicles and large dollar
equipment in the City. The funding source is from a charge-back to the Revolving Public
Improvement Fund.
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OTTV OF CLAYT( MISSOTTRT

Notes To Basic Financial Statements (Continued)

Fund Financial Statemen

Following the government-wide financial statements are separate financial statements
for governmental funds, proprietary funds and fiduciary funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.
All other governmental funds are reported in one column labeled “Other Governmental
Funds.” The total fund balances for all governmental funds is reconciled to total net
assets for governmental activities as shown on the statement of net assets. The net
change in fund balance for all governmental funds is reconciled to the total change in
net assts as shown on the statement of activities in the government-wide financial
statements.

Governmental . and . ype

Governmental funds are those through which most governmental functions of the City are
financed. The acquisition, use, and balances of the City’s expendable financial resources and
the related liabilitic (except those accounted for in the proprietary fund) are accounted for
through governmental funds. ..ie measurement focus is upon determination of and changes
in financial position rather than upon net income. The following are the City’s governmental
major 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 include a half-cent
capital improvement sales tax, road and bri¢ :taxes, and certain special assessment
taxes.

wJquipment Replacements = ind - The Equipment Replacements Fund is a capital
projects fund used to account for capital asset replacement funds.

The other governmental funds of the City are considered nonmajor. They include special
revenue funds, which account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specific purposes, debt service funds that account for the
accumulation of resources for the payment of long-term debt, and capital project funds that
account for financial resources to be 1 d for the acquisition or construction of capital
facilities.

Proprietary Fund Type

Proprietary funds are used to account for activities that are similar to those found in the
private sector. The measurement focus is on the determination of net income and capital
maintenance. The City has the following proprietary fund types:
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1TV OF CLAYTON, MISSOURI

Notes To Basic Financial atements (Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized 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 liabilitii of the current period. For this purpose, the City considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt rvice expenditures, as well as expenditures related to
compensated absences, claims and judgments, are recorded only when payment is due (i.e.
matured).

Property taxes, franchise taxes, licenses, court fines, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and have been recognized as
revenues of the current fiscal period. Only the portion of )ecial assessments receivable due
within the current fiscal period is 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 ¢: 11is received by the City.

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 Parking Facilities Fund and of the City's Internal
Service Fund are charges to customers for sales and services. Operating expenses for the
Parking Facilities Fund and Internal ‘rvice Fund include the costs of iles and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting these definitions are reported as nonoperating revenues and expenses.

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

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 City
to invest in obligations of the United States or any agency thereof, time deposit
certificates, 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 (excluding any debt of the
City itself), and individual insurance policies.

Investments that have a maturity date of less than one year at the time of purchase are
carried at cost or amortized cost because of their short-term maturities. Investments
that have a maturity date of greater than one year at the time of purchase are carried at
fair value. Fair value is based on quoted market prices.
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CITY OF CTAVTNN MISSOURT

Notes To Basic Financial Statements (Continued)

Long-Term Liabilities

In the government-wide financial statements and proprietary fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund
statement of net assets. Bond premiums and discount, as well as issuance costs, are
deferred 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.

In the fund financial statements, governmental fund types rec: 1ize bond premiums and
discounts, as well as bond issuance ¢ s, 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
proceeds received, are reported as debt service expenditures.

Deferred Amount On Refunding

In the government-wide and proprietary fund financial statements, the deferred amount on
refunding is recorded as an adjustment to the debt obligation. The deferred amount on
refunding is computed as the difference between the reacquisition price and the net carrying
amount of the old debt, which would include any unamortized bond issuance costs. This
deferred amount on refunding is amortized as a component of interest expense over the
remaining life of the bonds using the straight-line method, since results of the straight-line
method are mot materially different from the effective interest method.

The deferred amount on refunding is not recorded in the governmental fund financial
statements.

Net Assets
In the government-wide and proprietary fund financial statements, net assetsisd )layedin

three components as follows:

Invested In Capital Assets et ol ..2lated Debt - This consis of capital assets, net
of accumulated depreciation, less the outstanding balances of any bonds, notes, or other
borrowings that are attributable to the acquisition, construction, or improvements of
those assets.

Restricted - This consists of net assets that are legally restricted by outside parties or
by law through constitutional provisions or enabling legislation.

Un: tricted - This consists of net assets that do not meet the definition of “restricted”
or “invested in capital assets, net of related debt.”

Reserved Fund Balance

Reserved fund balance represents the portion of fund balance that is not available for
subsequent year appropriations or is legally segregated for a specific future use.
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CITY O CLAYTON,

Notes To Basic Financ s (Continued)

13.

14.

( mmitments And Contingencie

Litigation

The City is a defendant in a number of lawsuits pertaining to matters which are incidental
to performing routine governmental and other functions. Based on the current status of all
th. :legal proceedings, it is the opinion of management that they will not have a material
effect on the City’s financial position.

Federal Grants

Under the terms of federal grants, periodic audits are required and certain ¢ s may be
questioned as not being appropriate expenditures under the terms of the grants. 1ch
audits could lead to reimbursements to the ‘antor agencies. It is the opinion of
management that such reimbursements, if any, will not have a material effect on the City’s
financial position.

" t..cit Fund Balance

The Redevelopment Forsyth/Hanley Road Fund had a deficit fund balance of $40,387 at
September 30, 2006. This amount will be reimbursed by the developer of record.
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