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INDEPENDENT AUDITORS’ REPORT Z,
DEAL

The Honorable Mayor and Members of %‘%%ﬁ%‘v%%

the City Council AND ADVISORS
CITY OF OLIVETTE, MISSOURI

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Olivette, Missouri, as of and for the sixteen months ended June
30, 2006, which collectively comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

[n our opinion the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the City of Olivette, Missouri, as of June 30, 2006, and the respective changes in the financial position where
applicable, thereof for the sixteen months then ended in conformity with accounting principles generally accepted in
the United States of America.

The management’s discussion and analysis and budgetary comparison information on pages 2 through 8 and 32,
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 inquires 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 an opinion on the financial statements that collectively comprise the
City of Olivette, Missouri’s basic financial statements. The supplemental information is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The supplementary information has been
subjected to the auditing procedures applied by us, in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements as a whole.

@%,W? Compant

August 2, 2006 TWO WESTBURY DRIVE
ST. CHARLES, MO 63301

(636) 946-2800
FAX (636) 946-2975
botzdeal@botzdeal.com
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CITY OF OLIVETTE, MISSOURI
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2006

The discussion and analysis of the City of Olivette’s financial performance provides an overview and
analysis of the City’s financial activities for the fiscal year ended June 30, 2006. It should be read in
conjunction with the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

o Accomplishment of financial targets established in the adopted budget for fiscal period 2005-06,
including management of a 16-month fiscal period as mandated by Ordinance 2298.

o Completion of an interactive and participative strategic planning process to identify
redevelopment strategies in the community to initiate long term community transformation and
foster financial stability.

o Maintenance of relatively healthy fund balances in the City’s operating fund accounts.

e Citizen approval of an increase in the property tax levy to support employee pensions to $0.25 per
hundred dollars assessed valuation to provide long term financial and actuarial stability to the
City’s defined benefit pension plan.

e Continuation of an aggressive policy to collect special assessments due the City, resulting in a
collection rate of 98%.

REPORT LAYOUT

This report consists of Management’s Discussion and Analysis (MD&A), government-wide statements,
fund financial statement, notes to the financial statements, and supplementary information. The first two
statements are highly condensed and present a government-wide view of the City’s finances. Within this
view, all City operations are categorized and reported as either governmental or business-type activities.
Governmental activities include basic services such as police, public works, parks and recreation,
planning, inspection and engineering, municipal courts and general government administration. The City
currently does not have any business-type activities. These government-wide statements are designed to
be more corporate-like in that all activities are consolidated into a total for the City.

Basic Financial Statements

o The Statement of Net Assets focuses on resources available for future operation. In simple terms, this
statement presents a snap-shot view of the assets the community owns, the liabilities it owes and the
net difference. The net difference is further separated into amounts restricted for specific purposes
and unrestricted amounts. The governmental activities are reported on the accrual basis of accounting.
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o The Statement of Activities focuses gross and net costs of city programs and the extent to which such
programs rely upon general tax and other revenues. This statement summarizes and simplifies the
user’s analysis to determine the extent to which programs are self-supporting and/or subsidized by
general revenues.

o Fund financial statements focus separately on major governmental funds. Governmental fund
statements follow the more traditional presentation of financial statements. Each of the City’s major
governmental funds are presented in their own column and the remaining funds are combined into a
column title “Other Non-major Funds”. A budgetary comparison for the General Fund is presented
as required supplementary information.

e The notes to the financial statements provide additional disclosures required by governmental
accounting standards and provide information to assist the reader in understanding the City’s financial
condition.

THE CITY AS A WHOLE

Government-wide Financial Analysis

The City's combined net assets were $4.376,752 as of June 30, 2006. This analysis focuses on the net
assets (table 1) and changes in general revenues (table 2) and significant expenses of the City's
governmental activities.

The City's net assets consist of its investment in capital assets (e.g., land, buildings and improvements,
vehicles, equipment, and infrastructure), less any related debt used to acquire those assets that is still
outstanding and unrestricted balances. The City uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending.

Table 1
Increase
June 30, 2006 February 28, 2005 (Decrease)
Current and other assets $ 4.866,719 $ 5,704,671 §$ ( 837,952)
Capital assets 2,264,198 1,664,424 599,774
Total assets 7,130,917 7,369,095 (238,178)
Current and other liabilities 361,542 366,543 ( 5,001)
Long-term liabilities 2,392,623 - 2,529,995 (137,372)
Total liabilities 2,754,165 2,896,538 (142,373)
Net assets:
Invested in capital assets 2,264,198 1,664,424 599,774
Unrestricted 2,112,554 2,808,133 (695,579)
Total net assets $ 4376752 $ 4,472,557 3 ( 95,805)
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Governmental activities decreased the City's net assets by $95,805. The key elements of this decrease are

as follows:
Table 2
2006 2005 Increase
(Sixteen months) (Twelve months) (Decrease)
Revenues:
Program revenues:
Charges for service $ 1,448,872 1,217,639 $ 231,233
Capital grants and contributions 154,834 - 154,834
General revenues: .
Taxes 8,873,136 7,212,283 1,660,853
Interest income 177,136 43,573 133,563
Miscellaneous 30,726 92,230 ( 61,504)
Loss on disposal of assets ( 84,777) - ( 84,777)
Total revenues 10,599,927 8,565,725 2,034,202
Expenses:
Administrative 1,523,623 832,894 690,729
Public safety 5,644,673 4,475,969 1,168,704
Public works 2,136,601 1,906,409 230,192
Parks and recreation 1,209,243 929,131 280,112
Public health 48,497 37,101 11,396
Interest and fiscal charges 133,095 118,958 14,137
Total expenses 10,695,732 8,300,462 2,395,270
Increase (decrease) in net assets ( 95,805) 265,263 ( 361,068)
Net assets, beginning of year 4,472,557 4,207,294 265,263
Net assets, end of year $ 4376,752 $ 4.472,557 $ ( 95,805)

Total 2006 revenues shown in Table 2, $10,599,927, reflect an increase of $2,034,202 over 20035 revenues
of $8,565,725.

The 2006 expenses increased to $10,695,732 from $8,300,462 in 2005. These differences are attributable
to the following:

o . The Olivette City Council adopted Ordinance No. 2298 on November 8, 2005. This ordinance
officially changed the City’s fiscal year to commence on July 1 (instead of the previous March 1)
and provided for an interim 4-month extension of the 2005-06 fiscal year to June 30, 2006. The
City Council approved the 4-Month Extension Budget (March 1 to June 30, 2006) by Resolution
No. 40 on February 8, 2006. Comparison of the twelve month periods ending 2/28/05 and 2/28/06
are as follows: 2006 revenues for the twelve month period ended 2/28/06 total $8,643,160,
reflecting an increase of $77,435 over 2005 revenues; 2006 expenses for the twelve month period
ended 2/28/06 total $8,311,210 reflecting an increase of only $10,748 over 2005.
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o During fiscal year 2005, the City Council, working with the Pension Board, management team,
employee representatives, independent actuaries, and the City’s pension manager, implemented
amendments to the benefits formula and employee contribution requirements for the pension plan
to better control the spiraling cost increases of the plan and provide long-term funding stability.
Included in this package of amendments was an increase to the property tax rate ceiling to support
employee pensions. The pension property tax increase was submitted to the voters of Olivette on
April 5,2005 and was approved by a majority of voters. This property tax increase, combined with
the actuarial revisions to the defined benefit plan, are projected to minimize any requirement for a
direct appropriation to support the pension plan from operating funds in future years as well as
providing for long term financial stability and preservation of promised benefits to participants.

Governmental Funds

The following table presents the amount of revenues from various sources on the modified accrual basis
of accounting.

Table 3
Sixteen months Fiscal Year
Ending Ending Increase Percentage
2006 2005 (Decrease) Change
General Fund:

Taxes $ 6,049,959 $ 5,082,117 § 967,842 19.0

Licenses and permits 491,984 481,966 10,018 2.1

Fines and court costs 355,272 252,629 102,643 40.6

Intergovernmental 91,940 - 91,940 100.0

[nvestment income 147,421 42,273 105,148 248.7

Charges for service 601,616 483,044 118,572 24.5
Miscellaneous 45,800 92,004 ( 46,204) ( 50.2)

Total general
revenues $ 7,783,992 § 6,434,033 § 1,349,959 21.0

Total general fund revenue increased to $7,783,992 from $6,434,033 in 2005, a 21.0% increase. A
decline in sales and utility tax revenues was offset by an increase in property taxes, resulting from growth
in residential and commercial real estate assessed valuation and the state-mandated reappraisal of property
countywide. Although numerous inspection functions were outsourced to St. Louis County in mid-2004,
permit and license fee income continue to grow due to new construction and redevelopment in our
community. As mentioned earlier, 2006 figures include sixteen months of revenue, whereas 2005 figures
include twelve months.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2006, the City had $3,476,162 invested in a broad range of capital assets,
including police, fire and public works equipment, buildings and park facilities. (See Table 4 below.) This

amount represents a net increase (including additions and deductions) of $474,578 or 15.8% over the prior
fiscal year.
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Table 4

Increase
June 30, 2006 February 28, 2005 (Decrease)
Land ‘ $ 471,300 § 471,300 $ -
Buildings and improvements 861,901 861,901 -
Equipment 829,672 719,454 110,218
Vehicles 1,313,289 948,989 364,300
Total $ 3,476,162 § 3,001,644 $ 474,518

The most significant addition to capital assets this fiscal year were three new police vehicles, additional
street and parks maintenance equipment, two new 1750 GPM fire pumpers, upgraded computer and office
technology equipment, improvements to street and park infrastructure, and other selected improvements.
More detailed information on the City’s capital assets is presented in the note 7 to the financial
statements.

DEBT

In September, 2005, the City issued bonds to refund the 1997 Neighborhood Improvement District bonds
to take advantage of lower interest rates since the initial bond issue.

As a result of the debt refunding, as of June 30, 2006, the City had' $1,590,000 in outstanding
neighborhood improvement district bonds compared to $2,310,000 at the end of the prior fiscal year, a
decrease of $720,00 or 31.2% in total bonded debt. The City has obtained a bond rating of Aa3 from
Moody’s Investor Service in connection with the 2005 refunding. The City also purchased two fire trucks
and a phone system with leases, during the period. As of June 30, 2006, capital leases outstanding totaled
$552,518. More detailed information on the City’s long-term liabilities is presented in the note 8 to the
financial statements.

THE CITY’S FUNDS

At the close of the City’s fiscal year on June 30, 2006, the governmental funds of the City reported a
combined fund balance of $4,280,511. This ending balance includes a decrease in fund balance of
$274,700 in the City’s General Fund. This was anticipated due to the change in fiscal year-the timing of
revenue receipts during the 4-month interim period was not adequate to fund ongoing operations of the .
City for the period requiring use of reserve funds. Total fund balance decreased by $962,517 due to the
debt refunding, expenditure of funds held in the Equipment Replacement Fund, expenditures exceeding
revenues in the Street Improvement Fund in addition to the general fund excess expenditures noted above.

General Fund Budgetary Highlights

For the fiscal year ending June 30, 2006, actual revenues on a budgetary basis were $7,783,992 compared
to the budget amount of $7,855,005. Numerous reasons accounts for the $71,013 shortfall in revenues
which include decreased sales and utility receipts taxes offset by increases in property taxes, court
revenues, investment income, building permit fees and grant proceeds.
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General Fund Budgetary Highlights - continued

For the fiscal year ending June 30, 2006, actual expenditures on a budgetary basis were $8,080,692 as
compared to the budget amount of $8,266,824. This reduction in spending was largely due to a change in
the employee medical insurance deductible limits, decreased property insurance and refuse collections
costs, employee turnover and lower costs to operate the city recreation programs this year than
anticipated.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Economic factors that impact the City of Olivette’s fiscal prospects are anticipated to remain relatively
stable over the coming year. City officials have expressed concerns about the needs to address increasing
levels of vacancies in the commercial and industrial areas of the City, the need to attract development and
redevelopment of an enhanced retail and office sector, and the priority of maintaining and enhancing
stable residential neighborhoods. The City approved a request for redevelopment of a prominent corner in
the eastern part of the City in 2005 involving a 15-year partial tax abatement, a request for a sales tax
rebate program to attract a new industry to the City, and is receiving direct inquiries regarding
redevelopment opportunities in other locations.

In response to a variety of factors, the City completed a strategic planning process in 2006 to identify
future redevelopment opportunities in the City of Olivette that reflect realistic market prospects as well as
community values. The planning process engaged a broad cross section of the Olivette community in a
meaningful community conversation and visioning exercise to decide on a consensus-based future
development and redevelopment pattern for the community.

Other economic factors impacting the short-term fiscal future for the community include:

o Planned reconstruction of the Olive Boulevard-Interstate 170 Interchange by the Missouri
Department of Transportation, beginning in 2006. This project will have a short-term adverse
economic impact during construction and a long-term economic benefit to the community,
providing opportunities for quality redevelopment and joint efforts with neighboring communities

o Continued residential reconstruction in residential neighborhoods, including building of newer
homes to replace older homes, thereby replenishing older housing stock and enhancing the local
tax base

e Continuing development of the life sciences technology industry in the St. Louis area and
specifically immediately adjacent to and inside the City of Olivette

o Planned recreation infrastructure improvements on a regional basis that will impact the City of
Olivette

These factors will result in long term stability in tax rates for the City as well as stable operating budgets
in coming years. A primary fiscal concern is the need to provide additional resources to replace and
replenish aging infrastructure in both the commercial and residential areas of the City and to provide a
broader variety of recreational facilities and opportunities to maximize the use of existing city facilities
and enhance the quality of life for Olivette residents.
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CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with
a general overview of the City's finances and to show the City's accountability for the money it receives.

If you have questions about this report or need additional financial information, contact:
Alice Young, Finance Officer
City of Olivette, Missouri Finance Department

9473 Olive Boulevard
Olivette, Missouri 63132
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CITY OF OLIVETTE, MISSOURI

STATEMENT OF NET ASSETS
JUNE 30, 2006
Governmental
Activities
ASSETS
Cash and investments $ 4,005,775
Taxes receivable:
Property 191,974
Other 564,336
Accounts receivable 18,507
Inventory ‘ 26,333
Bond issuance costs 59,794
Capital assets - net
Nondepreciable 471,300
Depreciable 1,792,898
TOTAL ASSETS : 7,130,917
LIABILITIES
Accounts payable 57,767
Accrued wages 92,018
Accrued vacation 164,349
Court bonds payable 14,597
Other liabilities 18,760
Interest payable 14,056
Noncurrent liabilities:
Due in one year 410,652
Due in more than one year , 1,981,966
TOTAL LIABILITIES 2,754,165
NET ASSETS
Invested in capital assets,
net of related debt 1,711,680
Restricted
Street improvements 1,504,050
Debt service 225,537
Fire operations 37,069
Local parks and storm water 447,498
Sanitary sewer lateral program 170,517
Unrestricted 280,401
TOTAL NET ASSETS $ 4,376,752

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI

STATEMENT OF ACTIVITIES
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

Net (Expense)
Revenue and
Program Revenue Change in Net Assets
Charges for Capital Grants Governmental
Functions/Programs Expenses Service and Contributions Activities
Governmental Activities
Administrative $ 1,523,623 $ 278,495 $ - $ (1,245,128)
Public safety 5,644,673 358,647 97,054 (5,188,972)
Public works 2,136,601 283,824 - (1,852,777)
Parks and recreation 1,209,243 527,906 57,780 (623,557)
Public health 48,497 - - (48,497)
Interest and fiscal charges 133,095 - - (133,095)
TOTAL GOVERNMENTAL
ACTIVITIES $ 10,695,732 $ 1,448,872 $ 154,834 (9,092,026)
Taxes:
Sales 3,462,464
Utility 2,150,786
Property 2,406,276
Franchise 114,695
Other 738,915
Interest income 177,136
Other miscellaneous revenue 30,726
Loss on disposal of assets (84,777)
TOTAL GENERAL REVENUES 8,996,221
CHANGE IN NET ASSETS (95,805)
NET ASSETS - BEGINNING OF YEAR 4,472,557
NET ASSETS - END OF YEAR $ 4,376,752
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CITY OF OLIVETTE, MISSOURI

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2006
Neighborhood
Capital Improvement Equipment Other
General Projects District Replacement Non-major
Fund Fund Fund Fund Funds Total
ASSETS AND OTHER DEBITS
Cash and investments $ 1,139,852 1,457,394 $ 216,431 $ 618,103 $ 573,995 $ 4,005,775
Taxes receivable: )
Property 177,677 14,297 - - - 191,974
Other 381,255 63,024 9,106 - 110,951 564,336
Accounts receivable 18,507 - - - - 18,507
Due from (to) other funds 25,270 - - - (25,270) -
Inventory 26,333 - - - - 26,333
TOTAL ASSETS $ 1,768,894 1,534,715 $ 225,537 $ 618,103 $ 659,676 $ 4,806,925
LIABILITIES
Accounts payable $ 24,518 21,266 $ - $ - $ 11,983 $ 57,767
Accrued wages 78,236 4,375 - - 9,407 92,018
Accrued vacation payable 150,061 5,024 - - 9,264 164,349
Court bonds payable 14,597 . - . - 14,597
Other liabilities 18,760 - - - - 18,760
Deferred revenue 155,520 14,297 9,106 - - 178,923
TOTAL LIABILITIES 441,692 44962, 9,106 - 30,654 526,414
FUND BALANCES:
Fund balances:
Reserved:
Street improvement - 1,489,753 - - - 1,489,753
Debt service payments . - - 216,431 - - 216,431
Fire operations - - - - 37,069 37,069
Local parks/storm water - - - - 447,498 447,498
Sanitary sewer lateral repairs - - - - 170,517 170,517
Unreserved:
Designated:
Equipment replacement - - - 618,103 - 618,103
Undesignated:
General fund 1,327,202 - - - - 1,327,202
Pension - - - - (26,062) (26,062)
TOTAL FUND BALANCES 1,327,202 1,489,753 216,431 618,103 629,022 4,280,511
TOTAL LIABILITIES AND
FUND BALANCES $ 1,768,894 1,534,715 $ 225,537 $ 618,103 $ 659,676 $ 4,806,925

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI
RECONCILIATION OF THE STATEMENT OF NET ASSETS
OF GOVERNMENTAL FUNDS TO THE BALANCE SHEET
AS OF JUNE 30, 2006 '

Amounts reported for governmental activities in the statement of net
assets are different because:

Total fund balance per balance sheet $ 4,280,511

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds 2,264,198

Receivables not collected in the current period are not available to pay
current expenditures and, therefore, are deferred in the funds 178,923

Bond issuance costs are not expensed in the government-wide
statements, but are amortized over the life of the debt 59,794

Liabilities recorded in the statement of net assets that do not require
the use of current financial resources and, therefore, are not reported
as expenditures in the governmental funds. (14,056)

Long-term liabilities, including bonds payable, capital leases and
accrued sick leave, are not due and payable in the current period and
therefore, are not reported in the funds (2,392,618)

Net assets of governmental activities $ 4,376,752

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

Neighborhood

Capital Improvement Equipment Other
General Projects District Replacement Non-major
Fund Fund Fund Fund Funds Total
REVENUES
Taxes $ 6,049,959 $ 815,801 $ 318,086 $ - $ 1,664,423 $ 8,848,269
Licenses and permits 491,984 - - - - 491,984
Fines and court costs 355,272 - - - - 355,272
Intergovernmental 91,940 - - 5,114 57,780 154,834
Investment income 147,421 - 24,998 - 4,717 177,136
Charges for service 601,616 - - - - 601,616
Miscellaneous 45,800 - - - - 45,800
TOTAL REVENUES 7,783,992 815,801 343,084 5,114 1,726,920 10,674,911
EXPENDITURES
Current:
Administrative 968,833 - - - 492,019 1,460,852
Public safety 5,100,158 - - - 312,846 5,413,004
Public works 1,334,323 666,099 - - - 2,000,422
Parks and recreation 513,642 - - - 578,713 1,092,355
Public health 48,497 - - - - 48,497
Capital outlay 110,916 750,477 - 74,966 280,668 1,217,027
Debt service:
Principal, interest and fiscal charges 4,323 31,667 610,112 - 31,667 677,769
Debt issuance costs - - 37,359 - - 37,359
TOTAL EXPENDITURES 8,080,692 1,448,243 647,471 74,966 1,695,913 11,947,285
OTHER FINANCING
SOURCES (USES)
Issuance of debt - 603,257 1,855,000 - - 2,458,257
Payment to refund debt - - (2,148,400) - - (2,148,400)
Transfers in (out) 22,000 - - - (22,000) -
TOTAL OTHER FINANCING
SOURCES (USES) 22,000 603,257 (293,400) - (22,000) 309,857
NET CHANGE IN FUND BALANCE (274,700) (29,185) (597,787) (69,852) 9,007 (962,517)
FUND BALANCES -
BEGINNING OF YEAR 1,601,902 1,518,938 814,218 687,955 620,015 5,243,028
FUND BALANCES -
END OF YEAR $ 1,327,202 $ 1,489,753 $ 216,431 $ 618,103 $ 629,022 $ 4,280,511

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

Amounts reported for governmental activities in the statement of activities

olivette fs 06 06

are different because:
Change in fund balance-total governmental funds $ (962,517)

Revenues that do not provide current financial resources are not
included in the fund financial statements 24,867

The acquisition of capital assets requires the use of current financial _
resources but has no effect on net assets 036,294

The cost of capital assets is allocated over their estimated useful lives
and are reported as depreciation expense in the statement of activities (215,747)

The net effect of transactions involving capital asset disposals (120,773)

Interest is reported as an expenditure when due in the governmental funds
but is accrued in the statement of activities 44,900

Accrued sick leave is an expense in the statement of activities and not
an expenditure until paid in the governmental funds (30,105)

Repayment of bond principal to refund debt is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities
in the statement of net assets . 2,105,000

[ssuance of long-term debt is reported as an other financing source in the
governmental funds, but increases liabilties in the statement of net assets. (2,458,257)

[ssuance costs for debt issues are recognized as expenditures in the
governmental funds, but are deferred and amortized over the life of the
debt in the statement of activities 59,794

Payment of bond principal and capital lease payments are expenditures in the
governmental funds, but the payments reduce long-term liabilities in the
statement of net assets 520,739

Change in net assets of governmental activities $ (95,805)

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI

STATEMENT OF FIDUCIARY NET ASSETS
DECEMBER 31, 2005 AND JUNE 30, 2006

December 31, 2005 June 30, 2006
Pension Agency
Trust Fund Fund
‘CURRENT ASSETS
Cash $ - $ 376,417
[nvestments 19,096,646 -
TOTAL ASSETS $ 19,096,646 $ 376,417
CURRENT LIABILITIES
Deposits held , - $ 376,417
TOTAL LIABILITIES - $ 376,417
NET ASSETS
Held in trust for pension benefits $ 19,096,646

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCE

FIDUCIARY FUND TYPE
PENSION TRUST FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

ADDITION
Contributions:
Employer $ 556,644
Employee 168,216
Total Contributions 724,860
Investment return 1,218,777
TOTAL REVENUES 1,943,637
DEDUCTION
Distributions 834,182
Administrative expenses 2,939
TOTAL EXPENSES 837,121
NET INCOME 1,106,516
FUND BALANCE - BEGINNING OF YEAR 17,990,130
FUND BALANCE - END OF YEAR $ 19,096,646

The accompanying notes are an integral part of these financial statements.
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CITY OF OLIVETTE, MISSOURI
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Olivette, Missouri (the City) was incorporated in 1930 under the provisions of the
Missouri State Statutes. In 1976, the City voters approved a Home Rule Charter which established a
council-manager form of government, governed by a policy making body of five council members,
including the mayor. The City’s major operations include fire and police protection, street
maintenance and improvements, five parks, recreation programs, and general administrative services.
The significant accounting policies applied by the City in the preparation of the accompanying
financial statements are summarized below:

REPORTING ENTITY

The City applies the criteria set forth in GASB Statement No. 14, The Financial Reporting Entity
(GASB 14), to determine which governmental organizations should be included in the reporting entity.
The inclusion or exclusion of component units is based on the elected officials accountability to their
constituents. The financial reporting entity follows the same accountability. In addition, the financial
statements of the reporting entity should allow the user to distinguish between the primary government
(including its blended component units, which are, in substance, part of the primary government) and
discretely presented component units. Criteria for inclusion of an entity into the primary governmental
unit (in blended or discrete presentation) includes, but is not limited to, legal standing, fiscal
dependency, imposition of will and the primary recipient of services. The City presently has no
component units included within its reporting entity.

BASIC FINANCIAL STATEMENTS

Basic financial statements consist of the following:

o QGovernment-wide financial statements
o Fund financial statements, and
o Notes to the basic financial statements.

The government-wide financial statements consist of the statement of net assets and the statement of
activities and report information on all of the nonfiduciary activities of the Primary Government. Asa
general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. All internal balances in the statement of net assets have been eliminated.

The statement of activities demonstrates the degree to which the direct and indirect expenses of a
given function are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or activity. Programrevenue includes: charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
activity, grants and contributions. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

-17-
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
BASIC FINANCIAL STATEMENTS - continued

Separate fund based financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements. The major
governmental funds are the General Fund, Capital Projects Fund, Neighborhood Improvement District
Fund and Equipment Replacement Fund. GASB No. 34 sets forth minimum criteria (percentage of
assets, liabilities, revenues or expenditures/expenses of either fund category for the governmental and
enterprise combined) for the determination of major funds. The nonmajor funds are combined in a
column in the fund financial statements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned or, for property tax
revenues, in the period for which levied. Expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows.

Governmental funds 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 available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
The City in general considers revenues available if they are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred, except for unmatured interest on
general long-term debt which is recognized when due.

For the governmental funds financial statements, the City considers all revenues susceptible to accrual
and recognizes revenue if the accrual criteria are met. Specifically, sales taxes, franchise taxes,
licenses, interest, special assessments, charges for services, and other miscellaneous revenue are
considered to be susceptible to accrual and have been recognized as revenue in the current fiscal
period.

The accounts of the City are organized on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with finance
related legal and contractual provisions.

The City reports the following major governmental funds:
The General Fund - The City’s primary operating fund, which accounts for all the financial

resources and the legally authorized activities of the City except those required to be accounted
for in other specialized funds.

-18-
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION - continued

Capital Projects Fund - The fund is used to account for taxes and grants to be used for the
construction, repair and maintenance of streets, roads and bridges.

Neighborhood Improvement District Fund - The fund is used to account for special assessment
revenues accumulated for meeting the debt service requirements of the Neighborhood
Improvement District Bonds.

Equipment Replacement Fund - The fund is used to account for funds the City has set aside for
the acquisition of replacement equipment.

The other governmental funds of the City are considered nonmajor. They are special revenue funds,
which account for specific revenue sources that are legally restricted to expenditures for specific
purposes.

Additionally, the City reports the following fund types:

Fiduciary Fund - The City uses this fund to account for assets held by the City in a trustee
capacity or as an agent for individuals, private organizations and other governments. The Pension
Trust Fund accounts for the assets of the City’s retirement plan. Agency Funds are used to
account for escrow deposit held by the City in an agency capacity.

CAPITAL ASSETS

Capital assets, which include land, buildings and improvements, equipment, and infrastructure assets
(e.g., roads, sidewalks, traffic lights, street lights, sewer lines and similar items), are reported in the
government-wide financial statements. Capital assets are defined by the City as assets with an initial
individual cost of $5,000 or more and an estimated useful life in excess of one year. Infrastructure
assets with an initial cost of $50,000 or more are also capitalized and depreciated. Donated capital
assets are recorded at estimated fair market value at the date of donation. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives is not
capitalized. As allowed by GASB 34, the government-wide financial statements do not reflect
infrastructure assets completed prior to March 1, 2004. No infrastructure expenditures have met the
requirements for capitalization since the implementation of the GASB 34 standards.

Capital assets of the City are depreciated using a straight-line method over the following estimated
useful lives:

Major Group Life

Buildings and improvements 20 - 40 years

Equipment 5 - 20 years

Vehicles 5 - 20 years
-10-
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles
requires the City to make estimates and assumptions that affect the reported amounts of assets and
liabilities at fiscal year-end and revenues and expenditures during the reporting period. Actual results
could vary from the estimates that management uses.

INTERFUND TRANSACTIONS

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are
applicable to another fund are recorded as expenditures in the reimbursing fund and as reductions of
expenditures in the fund that is reimbursed.

All other interfund transactions are reported as transfers. Nonrecurring or non-routine permanent
transfers of equity are reported as equity transfers. All other interfund transfers are reported as
operating transfers.

COMPENSATED ABSENCES

Under terms of the City’s personnel policy, employees are granted vacation time based on length of
service. Vacation time accrued during one fiscal year may be carried over and used only in the
subsequent fiscal year. Upon termination, the employee is paid for unused vacation or is required to
repay the City for used and unearned vacation of the current year. A liability for unused vacation
compensation has been recorded in the respective governmental funds as such amounts are expected to
be paid from current expendable resources. Sick leave is accumulated based upon length of service
and is available only to provide compensation during periods of illness. Upon retirement an employee
is eligible to receive payment for a portion of unused sick leave. The City has recognized a liability in
the government-wide statements since current financial resources will not be used to relieve this
liability.

LONG-TERM LIABILITIES

In the government-wide financial statements long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets. Tnitial-issue bond premiums and discounts, 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 unamortized portion of applicable premium or discount. Bond
issuance costs, including underwriters’ discount, are reported as deferred bond issuance costs.
Amortization of bond premiums or discounts, and issuance costs are included in interest expense.

INVENTORIES

All inventory is valued at cost. Inventories of governmental funds are recorded as expenditures when
consumed rather than when purchasted.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
NET ASSETS AND FUND EQUITY

In government-wide financial statements net assets are reported in three categories: net assets invested
in capital assets, net of related debt; restricted net assets; and unrestricted net assets. Net assets
invested in capital assets, net of related debt represents capital assets less accumulated depreciation
less outstanding principal on related debt. Net assets invested in capital assets, net of related debt does
not include the unspent proceeds of capital debt. Restricted net assets represent net assets restricted by
parties outside of the City (such as creditors, grantors, contributors, laws and regulations of other
governments) and include unspent proceeds of bonds issued to acquire or construct capital assets. All
other net assets are considered unrestricted.

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. Designations of fund balance represent tentative management plans that are subject to
change.

INVESTMENTS

The City pools the cash of all funds, except for funds held for court bonds and escrow deposits. The
cash and investments balance in each fund represents that fund’s equity share of the City’s cash and
investment pool. The City’s investments are carried at fair value. Interest income earned on pooled
cash and investments is allocated to the various funds. Interest income on restricted cash and
investments is credited directly to the related fund.

The City 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,
Repurchase Agreements, Certificates of Deposit, Banker’s Acceptance and Commercial Paper.

The Pension Trust Fund is also authorized to invest in corporate stocks, common or preferred 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.

BUDGETS AND BUDGETARY ACCOUNTING

On or before April 1, the City Manager submits to the City Council a proposed operating budget for
the City for the fiscal year commencing on the following July 1. The operating budget includes
proposed expenditures and the means of financing them. The budget is legally enacted by ordinance
after public hearings are held to obtain taxpayer comments. Primary budgetary control is at the
department level. Any transfers of budgeted amounts from one department to another require
approval of the City Council. The City’s budgets are prepared on the modified accrual basis of
accounting. The City does not adopt detailed budgets for the special revenue funds.

Unencumbered appropriations lapse at year end.

21-
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CASH AND TEMPORARY INVESTMENTS

The City’s bank deposits are required by state law to be secured by the deposit of certain securities
specified by RSMo 30.270 with the City or trustee institution. The value of the securities must
amount to the total of the City’s cash not insured by the Federal Deposit Insurance Corporation. Asof
June 30, 2006, the carrying amount of the City’s bank deposits totaled $778,436 with bank balances of
$812,147. The balances were covered by federal depository insurance or collateralized by securities
held by the pledging financial institution but not in the City’s name.

PROPERTY TAX

The City’s property tax is levied each year on the assessed value listed as of the prior January 1 for all
real and personal property located in the City. Taxes are levied on September 1 and payable by
December 31. A lien is placed on the property on January 1 and is then subject to interest and
penalties. The adjusted assessed value at January 1, 2005, upon which the 2005 levy was based on
real, personal and public utility property was $204,344,054.

The City’s tax rate was levied as follows:

Real Estate Personal

Residential Commercial Property
General Fund $ .692 $ .764 $ 779
Pension Fund 250 .250 .250
Road and Bridge 105 105 105

INVESTMENTS

Statutes authorize the City to invest funds in the following: obli gations of the United States Treasury,
United States Government Agencies, Repurchase Agreements, Certificates of Deposit, Banker’s
Acceptance and Commercial Paper. »

Interest Rate Risk: The City has no formal policy on interest rate risk. Information about the
sensitivity of the fair values of the City’s investment (including investments held by bond trustee) to
market interest rate fluctuations is provided by the following table that shows the distribution of the
City’s investments by maturity: -

More than
Investment Type Fair Value 0-1 Years 1-3 Years 3 Years Rating
U.S. Agency
Securities $ 3,600,856 $ 3,600,856 § - 3 - N/A
20
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INVESTMENTS - continued

Concentration of Credit Risk: The City places no limit on the amount that it may invest in any one
issuer. Investments in any one issuer (other than investments explicitly guaranteed by the U.S.
government, mutual funds, and external investment pools) that represent 5% or more of total City
investments are as follows:

Percentage
Investment type Of Investments
U.S. Agency Securities 100%

Custodial Credit Risk: For an investment, the custodial risk is the risk that in the event of the failure
of the counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. In the case of deposits, the risk is that in the
event of a bank failure, the City’s deposits may not be returned to it. The City has no formal policy on
custodial credit risk.

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Due to/from other funds at June 30, 2006 are as follows:

DUE FROM DUE TO
General Fund $ 26,062 $ 792
Sewer Lateral Fund 792 -
Pension Fund - 26,062

The outstanding balances between funds result mainly from the time lag between the dates that the
reimbursable expenditures occur and the payments are made.

Interfund transfers for the period ending June 30, 2006 are as follows:

TRANSFER IN TRANSFER OUT

General Fund $ 22,000 $ -
Sewer Lateral Fund - B 22.000

This transfer was made to reimburse expenses incurred by the General Fund to administer the sewer
lateral program.




7. CAPITAL ASSETS

Capital asset activity for the primary government for the year ended June 30, 2006 is as follows:

BALANCE, BALANCE,
BEGINNING END OF
OF YEAR ADDITIONS DELETIONS YEAR
Governmental activities:
Capital assets, not being
depreciated:
Land $ 471,300 $ - $ -3 471,300
Capital assets, being depreciated:
Buildings and improvements 861,901 - - 861,901
Equipment 719,454 243,349 ( 133,131) 829,672
Vehicles 948,989 692,945 ( 328,645) 1,313,289
Total capital assets,
being depreciated 2,530,344 936,294 ( 461,776) 3,004,862
Less accumulated depreciation for:
Buildings and improvements ( 406,210) ( 39,697) - ( 445,907)
Equipment ( 431,976) ( 84,084) 127,988 ( 388,072)
Vehicles ( 499,034) ( 91,966) 213,015 ( 377,985)
Total accumulated
depreciation (1,337,220) (215,747) 341,003 (1,211,964)
Total capital assets,
being depreciated, net 1,193,124 720,547 ( 120,773) 1,792,898
Total governmental
activities $ 1,664,424 $ 720,547 $ ( 120,773) § 2,264,198

Depreciation expense was charged to functions/programs of the Primary Government as follows:

Governmental activities:

Administrative $ 38,679
Public safety ‘ 96,050
Public works 39,217
Parks and recreation 41,801
Total depreciation expense-
governmental activities $ 215,747
24.-
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LONG TERM DEBT

Special Assessment Bonds

On June 10, 1997, the City Council authorized the issuance of $3,360,000 in special assessment bonds
to be repaid through special assessment revenues collected from the residents within the City’s
Neighborhood Improvement Districts. These bonds were refunded during the fiscal year with the
issuance of the Neighborhood Improvement District Refunding Bonds Series 2005.

Neighborhood Improvement District Refunding Bonds

In September 2005, the City Council authorized the issuance of $1,855,000 in Neighborhood
Improvement District Refunding Bonds to refund the special assessment bonds issued in 1997. The
refunding bonds are to be repaid through special assessment revenues collected from the residents
within the City’s Neighborhood Improvement Districts. The bonds bear interest at rates ranging from
2.5% to 3.35% and mature on March 1, 2012. At June 30, 2006, the balance is as follows:

Neighborhood Improvement District
Refunding Bonds $ 1,590,000

The annual debt service requirements to maturity on the refunding bonds are as follows:

PRINCIPAL INTEREST TOTAL

2007 $ 270,000 $ 49,238 § 319,238
2008 280,000 41,677 321,677
2009 285,000 33,278 318,278
2010 280,000 24,443 304,443
2011 290,000 15,622 305,662
2012 185,000 6,198 191,198

TOTAL $ 1,590,000 § 170,456 $ 1,760,456

Capital Leases

The City has entered into lease agreements as lessee for financing the acquisition of two fire trucks
and a phone system. The balances as of June 30, 2006 are as follows:

SunTrust Leasing Corporation $ 464,075
Fire trucks
Interest rate - 4.322%
Maturity - August 2014
Annual payments of $63,334, which includes
principal and interest

King Commercial, Inc. 88,443
Phone system
Interest rate - 8.555%
Maturity - April 2013
Monthly payments of $1,441, which includes
principal and interest
TOTAL $ 552,518




8. LONG TERM DEBT - continued
Capital leases - continued

The future minimum lease payments are as follows:

2007 $ 80,627
2008 80,627
2009 80,627
2010 80,627
2011 80,627
Thereafter 365,671
Total minimum lease payments 768,806
Less: amount representing interest . 216,288
Present value of minimum lease payments $ 552,518

Assets acquired through capital leases are as follows:

Vehicles $ 612,220

Equipment 80,578

Less: accumulated depreciation ( 21,061)
Net balance $ 671,737

A summary of changes in long-term liabilities is as follows:

DUE
BALANCE, BALANCE, WITHIN
BEGINNING END ONE
OF YEAR ADDITIONS REDUCTIONS OF YEAR YEAR
Governmental activities:
Special assessment bonds $ 2,310,000 $ - $ (2310,000) 8 - 3 -
Neighborhood Improvement
District Refunding Bonds - 1,855,000 ( 265,000) 1,590,000 270,000
Capital leases - 603,257 (  50,739) 552,518 64,145
Accrued sick leave 219,995 30,105 - 250,100 76,507
Subtotal governmental
activities $ 2529995 $ 2488362 § (2,625739) §$ 2,392,618 $§ 410,652

26-
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EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Expenditures exceeded appropriations in the following functional expenditure categories:

Expenditures
Over
Expenditures Appropriations Appropriations
General Fund:
Public safety $ 5,100,158 § 5,073,824 § 26,334
Capital outlay 110,916 91,200 19,716
Debt service 4,323 - 4,323
RISK MANAGEMENT

The City 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 City, along with various other local municipal governments, participates in insurance trusts for
workers” compensation (St. Louis Area Insurance Trust - SLAIT) and for general liability matters
(Property and Casualty Trust (PACT). The purpose of these trusts is to distribute the cost of self-
insurance over similar entities. The trusts require an annual premium payment to cover estimated
claims payable and reserves for claims for each entity. The members of the trusts have no legal
interest in the assets, liabilities or fund balances of the insurance trusts. However, the City retains a
contingent liability to fund its pro rata share of any deficit incurred by the trusts should the trusts cease
operations at some future date. The trusts have contracted with the Daniel and Henry Company to
handle all administrative matters, including processing of claims filed. The City’s premiums payments
to the trusts were $208,890 for the fiscal year ending June 30, 2006.

The City also purchases commercial insurance to cover risks related to travel, public official liability,
earthquakes and employees blanket bonds. Settled claims resulting from these risks have not exceeded
coverage in any of the past three years.

COMMITMENTS

The City has contract commitments relating to the development of its strategic plan, in the amount of
$38,315, as of June 30, 2006.

Beginning in July 2006, the City has entered into a participation agreement with five other
municipalities for centralized dispatching services from East Central Dispatch Center. The
participation agreement requires a 3-year commitment at an annual cost of $149,286.

DEFICIT FUND BALANCE

The special revenue Pension Fund has a deficit fund balance of $26,062 at June 30, 2006. The deficit
is aresult of the Pension Fund expenditures exceeding tax receipts. The General fund paid the excess.
The balance is being repaid with receipts from the pension tax.
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CHANGE OF FISCAL YEAR

The City elected to change its fiscal year end from February 28 to June 30, effective with the period
ending June 30,2006. Asaresult, the audit of the City’s financial statements was for a sixteen-month

period.

DEFINED BENEFIT PENSION PLAN
Plan Description

The City of Olivette Salaried Employees Pension Plan is a single-employer defined benefit pension
plan controlled by the provisions of Ordinance #686 adopted October 14, 1964. The plan is governed
by the City of Olivette which is responsible for the management of plan assets. The City of Olivette
has hired Principal Financial Advisors, Inc. to manage plan assets. The City has retained Fiduciary
Consultants, Inc. to recommend an investment strategy for the plan assets. The Plan provides for
retirement benefits, early and deferred retirement, termination and death benefits to member and
beneficiaries.

Employees become eligible to participate in the plan after completion of six months of full-time
employment. Employees attaining the latter of age 55 or completion of ten years of service are entitled
to annual benefits of their highest average monthly compensation for the five consecutive years out of
the ten last compensating years prior to retirement date. All benefits vest after five years of credited
service. The Plan permits early retirement at the completion of ten years of credited service and
attainment of age 50. The employee receives the actuarial equivalent of his/her normal retirement
benefit, based on age, credited service and average monthly compensation at early retirement.

As of December 31, 2005, (the end of the most recent plan year), the pension plan’s membership
consists of:

Active employees 62
Retirees and beneficiaries currently received benefits 36
Terminated employees entitled to benefits, but not
yet receiving them
TOTAL

—_—
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Basis Of Accounting

The Plan’s policy is to prepare its financial statements on the accrual basis of accounting. Revenues
are recognized when they are earned and expenses are recognized when they are incurred.

Significant Investments

At December 31, 2003, the following are investments (other then U.S. Government and U.S.
Government guaranteed obligations), held in any one organization that represents five percent or more
of net assets available for benefits:

The Principal Financial Group $19,096.646

8-
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DEFINED BENEFIT PENSION PLAN - continued

Funding Policies

Active members were required to contribute 4% of income to the Plan. Beginning January 1, 2005
members are required to contribute 5%. Any remaining obligation with respect to the Pension Plan
shall be paid by the employer. Contributions for the Plan year ended December 31, 2005 were
$724,860, which consisted of $556,644 from the City and $168,216 from employees. The actuarially
required contribution was $438,970 for the Plan year which represented 15% of covered payroll.

The City has levied taxes on real estate and personal property to fund its pension plan. The tax levy
per $100 of assessed value for 2006 is as follows:

Residential real estate $.25
Commercial real estate 25
Personal property 25

Net Pension Obligation

The City’s annual pension cost of the current Plan year is as follows:

Annual required contribution (actuarially computed) $ 438,970
Interest on net pension obligation ( 26,430)
Adjustment to annual required contribution 40,670
Annual pension cost 453,210
Contributions made (556.,644)
Decrease in net pension obligation (103,434)
Net pension obligation - beginning of year (261,112)
Net pension obligation - end of year $(364,546)

Three-Year Trend Information

Annual
Fiscal Year Annual Pension Contribution Percentage Of Net Pension
Ending Cost (APC) Made APC Contributed Obligation
2003 $627,812 $609,756 97.1 $(278,526)
2004 898,371 880,957 98.1 (261,112)
2005 453,210 556,644 122.8 (364,546)
220.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS

(6)
2) 3) UAAL asa
) Actuarial Unfunded @) %) Percentage of

Actuarial Actuarial Accrued (AAL) Funded Annual Covered

Valuation Value Liability (UAAL) Ratio Covered Payroll

Date 1/1 of Assets (AAL) 2)-(1) MA(2) Payroll [(2)-(DY/5
2000 $14,859,515  $14,859,515 $ - 100.0%  $2,177,569 0.0%
2001 15,533,307 15,533,307 - 100.0 2,357,030 0.0
2002 16,988,657 16,988,657 - 100.0 2,308,746 0.0
2003 16,443,649 16,443,649 - 100.0 2,899,632 0.0
2004 16,806,541 16,806,541 - 100.0 2,788,201 0.0
2005 17,999,050 19,375,723* 1,376,672 92.9 3,093,039 44.5
2006 19,096,646 19,832,944* 736,298 96.3 2,858,007 25.8

* Aggregate Funding Method was used for contribution requirements, since AAL equals assets under
that method, Entry Age Normal AAL is shown beginning on January 1,2005.

GASB 25 and 27 define the Actuarial Accrued Liability under the Aggregate method to be equal to the
Actuarial Value of Assets.

The comparability of trend information is affected by changes in actuarial assumptions, benefit
provisions, actuarial funding methods, accounting policies and other changes. Those changes usually
affect trends in contribution requirements and in ratios that use the accrued liability as a factor.

Analysis of the dollar amount of the actuarial value of assets, accrued liability and unfunded (assets in
excess of) accrued liability in isolation can be misleading. Expressing the actuarial value of assetsasa
percentage of the accrued liability (column 4) provides one indication of the Plan’s funded status ona
going-concern basis. Analysis of this percentage, over time, indicates whether the system is becoming
financially stronger or weaker. Generally, the greater this percentage, the stronger the Plan.

Trends in unfunded (assets in excess of) accrued liability and annual covered payroll are both affected
by inflation. Expressing unfunded (assets in excess of) accrued liability as a percentage of annual
covered payroll (column 6) approximately adjusts for the effects of inflation and aids analysis of the
Plan’s progress made in accumulating sufficient assets to pay benefits when due. Generally, where
there is an unfunded accrued liability, the smaller this percentage, the stronger the Plan. However,
when assets are in excess of the accrued liability, the higher the bracketed percentage, the stronger the

Plan.
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14. DEFINED BENEFIT PENSION PLAN - continued
SCHEDULE OF EMPLOYER CONTRIBUTIONS

The following table provides an analysis of funding progress for the last seven years:

Amount
Annual Collected
Actuarial From
Year Required Property Actual Percentage
Ended Contribution Tax Contribution  Contribution
1999 $ 165,455 $ 239,823 $ 313,326 189.37%
2000 66,947 241,844 219,823 328.35
2001 264,064 261,713 223,730 84.73
2002 231,193 261,302 97,407 42.13
2003 609,756 251,857 609,756 100.00
2004 880,957 279,448 880,957 100.00
2005 438,970 464,533 556,644 126.80

Included in 1999 contributions to the Plan is $93,326, which represents the excess of tax collections
over actual contributions for 1993 through 1998. Subsequent to the balance sheet date, the City
contributed $19,823 to the Pension Plan for the excess of tax collections over the actual contribution

for the 1999 plan year.
NOTES TO REQUIRED PENSION PLAN SUPPLEMENTARY INFORMATION
The actuarial accrued liability was determined as part of an actuarial valuation at January 1, 2006, the

most recently filed actuarial valuation report. Additional information as of the latest actuarial
valuation follows:

Actuarial Cost Method Aggregate *
Amortization Method Level dollar closed
Remaining Amortization Period Weighted average of 0 years
Asset Valuation Method:

Fixed Income Market basis

Other Market basis
Actuarial Assumptions:

Investment Rate of Return 7.25%

Projected Salary Increases 5.25%

Cost-Of-Living Adjustments (COLA) 2%

Maximum Lifetime COLA 25%

*This method does not identify or separately amortize unfunded actuarial liabilities.
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CITY OF OLIVETTE, MISSOURI
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

VARIANCE WITH
BUDGET FINAL BUDGET
ORIGINAL/ POSITIVE
FINAL ACTUAL (NEGATIVE)
REVENUES
Taxes $ 6,241,180 $ 6,049,959 $ (191,221)
Licenses and permits 529,400 491,984 (37,416)
Fines and court costs 302,000 355,272 53,272
Intergovernmental 22,380 91,940 69,560
Investment income 84,375 147,421 63,046
Charges for service 475,970 601,616 125,646
Miscellaneous 199,700 45,800 (153,900)
TOTAL REVENUES 7,855,005 7,783,992 (71,013)
EXPENDITURES
Current:
Administrative 988,697 968,833 19,864
Public safety 5,073,824 5,100,158 (26,334)
Public works 1,385,938 1,334,323 51,615
Parks and recreation 573,161 513,642 59,519
Public health 51,621 48,497 3,124
Other 102,382 - 102,382
Capital outlay 91,200 110,916 (19,716)
Debt service:
Principal, interest and fiscal charges - 4,323 (4,323)
TOTAL EXPENDITURES 8,266,823 8,080,692 186,131
OTHER FINANCING SOURCES
Transfer in 22,000 22,000 -
NET CHANGE IN FUND BALANCE (389,818) (274,700) $ 115,118
FUND BALANCES - BEGINNING OF YEAR 1,601,902 1,601,902
FUND BALANCES - END OF YEAR $ 1,212,084 $ 1,327,202
-32-
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CITY OF OLIVETTE, MISSOURI

REQUIRED SUPPLEMENTARY INFORMATION
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

1. BUDGETARY INFORMATION

The City prepares it budget on a basis consistent with generally accepted accounting principles.
The budgetary process is detailed in footnote 2 of the notes to the financial statements.
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CITY OF OLIVETTE, MISSOURI

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
JUNE 30,2006

Special Revenue Funds

Fire Local Parks/ Sewer
Operations Storm Water Lateral Pension
Fund Fund Fund Fund Total
ASSETS AND OTHER DEBITS
Cash and investments $ 14396 $§ 389,874 $ 169,725 $ - $ 573,995
Other taxes receivable 36,971 73,980 - - 110,951
Due from other funds - - 792 (26,062) (25,270)
TOTAL ASSETS $ 51,367 $ 463,854 $ 170,517 $ (26,062) $ 659,676
LIABILITIES
Accounts payable $ 6,734 $ 5249  § - $ - % 11,983
Accrued wages payable 4,550 4,857 - - 9,407
Accrued vacation payable 3,014 6,250 - - 9,264
TOTAL LIABILITIES 14,298 16,356 - - 30,654
FUND BALANCES:
Fund balances:
Reserved:
Fire operations 37,069 - - - 37,069
Local parks/storm water - 447,498 - - 447,498
Sewer lateral repairs - - 170,517 - 170,517
Unreserved - - - (26,062) (26,062)
TOTAL FUND BALANCES 37,069 447,498 170,517 (26,062) 629,022
TOTAL LIABILITIES AND
FUND BALANCES $ 51,367 $ 463,854 $ 170,517 $  (26,062) $ 659,676
-34-
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CITY OF OLIVETTE, MISSOURI

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE SIXTEEN MONTHS ENDED JUNE 30, 2006

Special Revenue Funds

Fire Local Parks/ Sewer
Operations Storm Water Lateral Pension
Fund Fund Fund Fund Total
REVENUES
Taxes $ 352,686 $ 704,804 $ 142,400 $ 464,533 $ 1,664,423
Intergovernmental - 57,780 - - 57,780
[nvestment income - - 4,717 - 4,717
TOTAL REVENUES 352,686 762,584 147,117 464,533 1,726,920
EXPENDITURES
Current:
Administrative - - 1,424 490,595 492,019
Public safety 312,846 - - - 312,846
Parks and recreation - 578,713 - - 578,713
Capital outlay 36,638 157,275 86,755 - 280,668
Debt service:
Principal, interest and fiscal charges 31,667 - - - 31,667
TOTAL EXPENDITURES 381,151 735,988 88,179 490,595 1,695,913
OTHER FINANCING USES
Transfer out - - (22,000) - (22,000)
NET CHANGE IN FUND BALANCE (28,465) 26,596 36,938 (26,062) 9,007
FUND BALANCES -
BEGINNING OF YEAR 65,534 420,902 133,579 - 620,015
FUND EALANCES -
END OF YEAR $ 37,069 $ 447,498 $ 170,517 $ (26,062) § 629,022

-35-
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CITY OF OLIVETTE, MISSOURI

REPORT TO CITY COUNCIL
AND MANAGEMENT

JUNE 30, 2006
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August 2, 2006

Honorable Mayor, City Council
And Management
Olivette, Missouri

We are pleased to discuss the results of our audit of the financial statements of City of Olivette, Missouri for the sixteen months ended June
30, 2006.

The accompanying report addresses matters with respect to our 2006 audit and other information which we believe will be of assistance and

interest to you, as well as specific matters required by professional standards to be reported to you. This report is intended solely for the
information and use of the City Council and management.

Sincerely,

@%lv}mg f/mpﬂﬁ
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OVERVIEW OF 2006 AUDIT

OTHER MATTERS
RECOMMENDATIONS AND COMMENTS
EXHIBIT I

SUPPLEMENTARY INFORMATION:
Graphs

INDEX TO REPORT
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AUDITOR'S RESPONSIBILITY

Audit performed in accordance with auditing standards generally accepted in the
United States of America.

Objective being reasonable - not absolute - assurance about the financial statements
being free of material misstatement.

REPORT ON 2006 AUDIT

Issued an unmodified opinion dated August 2, 2006.

Adjustments to the 2006 financial statements were proposed and agreed upon.

INTERNAL CONTROL OVER
FINANCIAL REPORTING

Reviewed controls to extent necessary to render an opinion on the financijal statements.

Recommendations set forth on pages 3 and 4.

MANAGEMENT COOPERATION

Received full cooperation.
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ERRORS

None came to our attention.

FRAUD AND OTHER ILLEGAL ACTS

None came to our attention.

SIGNIFICANT ACCOUNTING POLICIES

The City changed its fiscal accounting period to July 1
through June 30, effective with the period ended June 30,
2006.

MANAGEMENT JUDGEMENTS AND ACCOUNTING ESTIMATES

Reviewed management's formulation of accounting
estimates and concluded they were reasonable.

CONSULTATIONS WITH OTHER ACCOUNTANTS

None.

SUMMARY OF UNADJUSTED AUDIT DIFFERENCES

Exhibit I.
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~ RECOMMENDATIONS AND COMMENTS

OVERALL Considered internal control over financial reporting to determine auditing procedures.
Audit procedures would not necessarily disclose all matters in internal control over financial reporting
that may be material weaknesses.

CURRENT YEAR

We have made a number of recommendations in the previous years that have been implemented by

management. At this time, we have no further recommendations. However, we encourage management to

continue to pursue its options allowing other City personnel inquiry access to the accounting software as
- discussed in the prior year recommendations.
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RECOMMENDATIONS AND COMMENTS

PRIOR YEAR

Currently the Neighborhood Improvement District Bonds carry interest rates ranging from 4.15% to0 5.30%.
Because of current market conditions the City may be able to lower the interest rates on this debt. A one
percent decrease in the interest rate would reduce interest expense by over $20,000 in the first year. The
City should explore the cost of refinancing the bonds and determine if the reduction in interest expense
would be greater than the costs of refinancing.

Status: The City refinanced the bonds during the fiscal year. The City received a bond rating of Aa3
from Moody’s Investor Services.

At the present time only employees in the finance department have access to the accounting software. The
City should consider the benefits of granting inquiry access to decision making individuals. This would
allow individuals to make real time decisions affecting the finances of the City. Some software packages
also provide “on-line” purchase orders and transactions approvals. Finance department employees should
continue to be the only individuals authorized to post transactions to the software.

Status: The City is continuing to explore options regarding this recommendation.

The City continues to track and collect assessments for the Neighborhood Improvement District Bonds. St.
Louis County currently collects real estate taxes for the City and could also collect these assessments. The
County charges a nominal fee for this service, but is in the position to quickly and efficiently place liens on
the property of delinquent property owners.

Status: The City has discussed this recommendation with St. Louis County. The City has not
received a positive response from the County.
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~ EXHIBIT I

| SﬁMMARY OF AUDIT DIFFERENCES

UNADJUSTED AUDIT DIFFERENCES: DEBIT
Taxes receivable $12,000
Cable tax

Estimated cable taxes collected in May and June 2006

EFFECT OF UNADJUSTED AUDIT DIFFERENCES -
PRIOR YEAR:

Cable taxes 12,000
Estimated taxes collected in November and December 2005

CUMULATIVE EFFECT (AFTER EFFECT OF PRIOR
YEAR DIFFERENCES)

CREDIT

$12,000

INCREASE (DECREASE)
IN FUND BALANCE

$12,000

(12,000)

ll,
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SUPPLEMENTARY INFORMATION
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City of Olivette

General Fund — Revenue

2006
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City of Olivette

Revenues & Expenditures

Millions
14

12
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2002 2003 2004 2005 2006
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General Fund — Current Property Taxes
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City of Olivette

General Fund — Expenditures

2006 2005
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City of Olivette

General Fund — Sales Tax Revenue
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