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’ 4_ CITY OF COLUMBIA, MISSOURI

FINANCE DEPARTMENT
ADMINISTRATION
January 9, 2004

Honorable Mayor, City Council, City Manager, and the Citizens of the City of Columbia:
Introduction
Management Responsibility

The Comprehensive Annual Financial Report (CAFR) of the City of Columbia, Missouri (the City) is submitted for your
review in compliance with the provisions of Article I, Section 17 of the City Charter. This CAFR was prepared by the staff
of the Finance Department in close cooperation with the external auditor, KPMG LLP. Responsibility for both the accuracy
of the data and the completeness and fairness of the presentation, including all disclosures, rests with the City. We believe
the data, as presented, is accurate in all material aspects, that it is presented in a manner designed to fairly set forth the
financial activity of its various funds and that all disclosures necessary to enable the reader to gain the maximum
understanding of the City’s financial affairs have been included.

CAFR Explanation
The Comprehensive Annual Financial Report has three sections.
Section I - Introduction

The introductory section includes this letter of transmittal, an organizational chart and a list of the City of Columbia’s
principal elected and appointed officials. This section also includes the Certificate of Achievement for Excellence in
Financial Reporting awarded to the City by the Government Finance Officers Association.

Section II - Financial

The financial section includes the independent auditors’ report, Management’s Discussion and Analysis, the Basic
Financial Statements, Required Supplementary Information, combining statements for non-major funds and other schedules
that provide detailed information related to the Basic Financial Statements. The Basic Financial Statements are intended to
provide an overview and broad perspective of the financial position and results of all operations of the City of Columbia.
Management’s Discussion and Analysis provides a narrative introduction, overview and analysis to accompany the Basic
Financial Statements and should be read in conjunction with this letter of transmittal.

Section III - Statistical

The statistical section is designed to provide the user of the Comprehensive Annual Financial Report a broader and more
complete understanding of the City. Where appropriate, ten-year comparative data is presented to indicate trends relating to
the importance of various revenue sources, the composition of governmental expenditures and statutory debt limitations.

The Financial Reporting Entity

The Governmental Accounting Standards Board has established the criteria to determine the financial reporting entity for a
municipal government’s financial report. Therefore, the City used these criteria to examine the relationship of the City to
other associated but legally separate entities, to determine if their inclusion in this report would be necessary to fairly
present the financial position of the City. This criteria generally has to do with financial benefit or burden, and levels of
influence over the activities of these organizations.

701 E. BROADWAY ~ P.0. BOX 6015 ~ COLUMBIA, MISSOURI 65205-6015
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The financial reporting entity includes all funds of the City. This financial report does not include the Columbia Regional
Library District or the Columbia Housing Authority or the City of Columbia New Century Fund, Inc. For a more detailed
explanation of the relationship to these entities, refer to footnote number one in the Notes to the Basic Financial Statements
on page 43.

Government Structure

The City of Columbia is a constitutional home rule charter city and was organized in 1892 pursuant to the laws of the State
of Missouri. The City is governed by a home rule charter and has a Council-Manager, non-partisan form of government
which was adopted in 1949. The Mayor and six council members are elected for three year staggered terms with two
council members elected each year. The City is divided into six wards, with one council member representing each ward
and the Mayor being elected at large.

Columbia is a full service City which provides not only the traditional basic services such as public safety, public works
and planning, but also a wide variety of enterprise activities. Columbia provides a majority of utility services including
water, electricity, solid waste, and sanitary sewers. Additionally, Columbia operates three transportation enterprises: the
regional airport, public transportation and railroad operations. It is this comprehensive service approach that allows
Columbia to be responsive to the community while managing growth in a professional and fiscally responsible manner.

Economic Condition and Outlook

The City of Columbia is located in Boone County in the central portion of the State of Missouri. The City’s central location
serves as a crossroad for travelers going east and west on Interstate 70 and north and south on U.S. 63. Columbia has
excellent transportation resources being serviced by 14 motor carriers, Columbia Regional Airport, Columbia Terminal
Railroad, Columbia Area Transit System and four intrastate bus services. The City encompasses approximately 56 square
miles and has a current estimated population of 89,174. Columbia continues to enjoy a steady growth rate, increasing 4,643
from the 2000 census figures.

The City is the location of the main campus of the University of Missouri, Columbia College, and Stephens College.
Approximately 35,000 students attend these institutions of higher education during the regular school year. In addition to
higher education, Columbia is also a regional medical center with six hospitals. Insurance is a major business operation in
the City with home offices of Shelter Insurance Companies, the Columbia Insurance Group, and a regional office of State
Farm Insurance Company. Columbia is a regional shopping area for central Missouri with 15 shopping centers. Other area
industry consists of printing, structural metal fabrication, structural materials production, electronic products, auto parts and
food processing.

All of these activities have given Columbia a very stable employment base. Public education (including the University) and
government comprise over 29% of all non-farm employment and are five of the top ten employers in the Columbia area.
Service industries provide approximately 32% of non-farm employment with the medical industry comprising two of the
top ten employers. The retailing industry is also very strong providing approximately 27% of the employment in the area.
The unemployment rate in Columbia, approximately 2.1% in 2003, has been well below the national average of
approximately 6.1%.

Major Initiatives

During 2003, the City of Columbia’s major initiatives continued to focus on the seven most important strategies identified
by the City Manager in his state of the City address. These initiatives are:
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Provide for city comprehensive planning/implementation

Maintain and strengthen our central city

Plan for orderly growth of our city

Continue to provide and maintain infrastructure on a timely basis

Continue to deliver services and programs in a timely and cost effective manner
Provide for community resources

Proactive two-way communication with our residents and with community partners

* & 6 6 6 o o

The City conducted its first citizen survey in April of 2003. This survey provided useful information to the City on how
good a job our citizens believe we are doing. It also identified areas our citizens wanted the most emphasis on over the next
two years. Overall our citizens seem satisfied with the level of service provided by the City. Emphasis on traffic flow and
street maintenance is important to our citizens.

As a growing community, it is important for the City’s utilities to maintain the ability to provide service to all customers.
Much work was completed in 2003 to prepare for the voters a capital improvement plan for the Water & Electric and Sewer
utilities to be financed with revenue bonds. The voters passed both ballot issues in November of 2003.

Another major initiative of 2003 was the continued expansion of the City’s e-government capabilities. A major redesign of
the City’s web site has greatly enhanced the look and ease of navigation. Testing was nearly completed on the new parks
and recreation software that will allow citizens to sign up and pay for parks programs online. The contract has been
awarded for an online utility billing information and payment package that will allow utility customers to access utility
information online and pay utility bills. This system will also allow for the same information to be accessed via the
telephone to provide the same access to all customers whether or not they have online access.

Financial Trend Monitoring System

The International City Management Association (ICMA) under a grant from the National Science Foundation developed a
comprehensive financial trend monitoring system. During FY80, the City of Columbia received permission to use the
model, and was designated one of 24 test cities under the National Science Foundation grant.

The purpose in developing the City of Columbia’s Financial Trend Monitoring System (CFTMS) was to enable the City to
better understand the factors which affect the City’s financial condition, and to present a clear picture of the City’s financial
strengths and weaknesses for review by City management, credit rating agencies and others with a need to know. The
ICMA Financial Trend Monitoring System was modified by the City’s Finance Department to apply not only to
governmental funds, but also to include the City’s diverse enterprise operations. The system monitors the indicators
organized around environmental and financial factors such as external economic conditions, intergovernmental constraints,
revenues, expenditures, operating position, debt structure, and the condition of capital plant. In order to use the Financial
Trend Monitoring System, the City of Columbia began constructing indicators based upon five-year data for fiscal years
1977-81 and has been continually updated through fiscal year 2003. The data collection effort has permitted an assessment
of current financial condition, and will be updated each year to provide continuing assessments. In 1997, the Financial
Trend Monitoring System Manual, the General Government Manual and the Enterprise and Internal Service Funds Manual
were all combined into one manual entitled “City of Columbia Ten Year Revenues, Expenditures and Financial Trends
Manual.”

The City continued to remain in excellent financial condition in 2003.
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Financial Information
Internal Control Structure and Budgetary Controls

The City’s government-wide financial statements are prepared on an accrual basis of accounting, which is similar to the
basis of accounting followed by many businesses. The government-wide statements distinguish between those activities of
the City that are governmental and those that are considered business-type activities.

The fund financial statements present information for individual major funds rather than by fund type. Non-major funds
are presented in total in one column. The City’s general government operations are maintained on a modified accrual basis
of accounting. This means that revenues are recorded when they are measurable and they are available to finance
expenditures of the current period. Expenditures are recorded when the goods or services are received and the liabilities are
incurred. The City’s proprietary funds (enterprise funds and internal service funds) and fiduciary funds are maintained on a
full accrual accounting basis. This means that revenues and expenses are recorded essentially in the same manner as in
commercial accounting.

In recording the financial transactions for the City, and in developing this financial report, consideration is given to the
adequacy of internal accounting controls. The controls are designed to provide reasonable, but not absolute, assurance the
transactions are recorded correctly, and the financial reports are reliable. This concept of reasonable assurance recognizes
the cost of a control should not exceed the benefits likely to be derived from the control. All internal control evaluations
occur within the above framework. We believe the City’s internal accounting controls adequately safeguard assets and
provide reasonable assurance of proper recording of financial transactions.

The City’s annual budget is prepared under the modified accrual basis of accounting. The primary basis of budgetary
control is at the department level. Any increase in appropriations during the fiscal year must be approved by the City
Council. Interdepartmental transfers are made with City Council approval. All remaining unencumbered appropriations
lapse at fiscal year end. Capital Projects, however, remain appropriated until completed or until the City Council decides to
eliminate the project.

Single Audit

The City is required to undergo an annual single audit in conformity with the provisions of the Single Audit Act
Amendments of 1996 and the United States Office of Management and Budget Circular A-133, Audits of States, Local
Governments and Non-profit Organizations. Information related to this single audit is included in a separate report.

Fiduciary Operations

Primary fiduciary operations of the City consist of the pension trust funds for the Firefighters and Police Retirement Plans.
All full-time police officers and full-time firefighters are participants in their respective plans. The plans are financed by
employer and employee contributions, which are actuarially determined. The latest actuarial valuations were made as of
September 30, 2002. These plans are discussed in detail in the notes to the financial statements.

A detailed five-year experience study was completed in 1996. The results of this study were used to make minor
adjustments to the actuarial assumptions used for each plan.

The Police and Firefighters’ Retirement Funds’ resources are generally invested in U.S. Treasury, Agency and
Instrumentality Obligations, Corporate Bonds, Preferred stock, and Common stock. As of September 30, 2003, the portfolio
had a fair value of $60,637,487 with maturities of overnight to 25 years. Interest received on investments in this portfolio is
higher than the Pooled Cash portfolio because the scope of investments is broader and the maturities are longer.

v



Cash Management

The primary responsibility of the Treasury Management Division of the Finance Department is to manage the investment
portfolios and cash flow of the City. The City’s investments are held in several portfolios that have a total cost of
$197,354,421 and a fair value of $207,706,682 as of September 30, 2003. The City has adopted a comprehensive
investment policy which authorizes the Finance Director to invest all City funds in any of the investment instruments
outlined in the ordinance. In addition, the Police and Fire Pension Boards have adopted an asset allocation to be used
specifically for the pension fund investments.

The City continues to manage a pooled funds investment program for all cash not restricted. By investing available fund
balances as part of the pooled cash account the City receives more favorable interest rates. The pooled cash portfolio has a
cost of $132,330,951 and a fair value of $138,010,591. Over 53% of the pooled cash portfolio is in U.S. government and
agency securities. Thirty-nine percent of the pooled cash portfolio is in a money market fund. Due to the low interest rate
environment, the City is holding these funds for the appropriate investment opportunity. A detailed listing of the securities
held in the pooled cash portfolio can be found on pages 178 and 179.

The Self-insurance Reserve portfolio’s primary purpose is to provide adequate reserves for the City’s property, casualty and
workers’ compensation self-insurance program. This program was established and funded through the issuance of taxable
and tax-exempt bonds in June 1988, which were fully retired in September 2002. This portfolio now consists of investments
with a cost of $9,055,727 and a fair value of $9,058,604. A detailed listing of the securities held in this portfolio can be
found on page 179.

Due to the compatible investment objectives of the funds, the City pools the Police and Firefighters’ Retirement Funds
portfolio. The portfolio had a cost of $55,967,743 and a fair value of $60,637,487 on September 30, 2003. As provided for
in the current investment policies and guidelines, approximately 50% of the funds’ assets are held in common stock and
mutual funds. Remaining funds are allocated between corporate bonds, U.S. government and agency securities and a money
market fund. A detailed listing of the securities held in this portfolio can be found on pages 179 and 180.

Risk Management
In June of 1988, the City established a self-insurance program to provide for the City’s property, casualty and workers’
compensation claims. This program was initially funded through the issuance of taxable and tax-exempt bonds. Annual

contributions of $1,705,501 have been made to the Self-insurance Fund by the City. These contributions, plus interest on
the self-insurance portfolio are used to meet the normal expenses of the self-insurance program.

Other Information

Independent Audit

The State of Missouri statutes require an annual audit of all funds of the City. The firm of KPMG LLP has included its
opinion in this report.

Certificate of Achievement

We believe this report meets and conforms to the very high standards of the Government Finance Officers Association
(GFOA) of the United States and Canada for financial reporting of state and local governments. The City of Columbia,
Missouri has received a Certificate of Achievement for Excellence in Financial Reporting for each of the last twenty-four
years, and we believe our current report continues to conform to the Certificate of Achievement Program requirements.



We will be submitting this report to GFOA to determine its eligibility for another certificate because a Certificate of
Achievement is valid for a one-year period only. In order to be awarded a Certificate, the financial report must satisfy
accounting principles and must be organized to strict program standards. Such reports must also satisfy applicable legal
requirements.

Finally, I would like to say the preparation of the Comprehensive Annual Financial Report could not have been
accomplished without the dedicated staff of the Finance Department, especially personnel in the Accounting Division who

actually compiled the report. Appreciation is also extended to the Mayor, the City Council, and the City Manager, for their
part in planning and conducting the financial operations of the City in a responsible and progressive manner.

Respectfully submitted,

Lori B. Fleming
Director of Finance
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Reporting

Presented to
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KPMG LLP

Suite 900

10 South Broadway

St. Louis, MO 63102-1761

Independent Auditors’ Report

The Honorable Mayor and Members
of the City Council
City of Columbia, Missouri:

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of
Columbia, Missouri (the City), as of and for the year ended September 30, 2003, which collectively
comprise the City’s basic financial statements as listed in the accompanying 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of Columbia, Missouri as of
September 30, 2003 and the respective changes in financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

The management’s discussion and analysis, budgetary comparison information, and schedules of
funding progress and employer contributions on pages 9 through 17 and 77 through 82, respectively,
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 performed for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Columbia’s basic financial statements. The introduction section,
supplementary information, and statistical section are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The supplementary information has been
‘subjected to the auditing procedures applied in the audit of the basic financial statements and, in our

. . l . KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



opinion, are fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole. The introduction section and statistical section have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express no
opinion on them.

In accordance with Government Auditing Standards, we have also issued a report, dated January 9,
2004, on our consideration of the City’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards, and should be read in
conjunction with this report in considering the results of our audit.

KPMme LP

St. Louis, Missouri
January 9, 2004
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City of Columbia, Missouri
Management’s Discussion and Analysis

This is the second year the City of Columbia, Missouri (the City) has prepared financial statements in accordance
with the guidelines prescribed in GASB Statement 34. This discussion and analysis is meant to provide an objective
and easily readable analysis of the City’s financial activities based on current facts and conditions. Please read this
in conjunction with the accompanying transmittal letter and basic financial statements.

Fiscal Year Highlights

Columbia continues to be a growing city. While recent economic factors have slowed the rate of growth in
revenues, Columbia’s resources are growing. The City provides a full range of governmental and proprietary
services that include nine enterprise activities. This results in a greater volume of transactions and values than other
cities of comparable size.

= The City’s total net assets increased $18,712,229 or 4.2%. Governmental activities net assets increased
$10,260,513 while business-type activities net assets increased $8,451,716.

= City voters authorized approximately $18,500,000 in Sanitary Sewer and $28,000,000 in Water and
Electric Revenue Bonds to finance major capital improvements.

= The City restructured 1985 Water and Electric Fund variable rate debt to fix the interest rates at current low
levels and used current assets to reduce the amount outstanding.

=  Construction was completed on the Activity and Recreation Center (ARC) and operation began in fiscal
year 2003.

=  The City retired the last of its General Obligation Debt in FY 2003.

= The City’s property tax levy remained at 41 cents approximately 3 cents below the maximum allowed
under state law.

The Comprehensive Annual Financial Report

The implementation of GASB 34 has changed the presentation and content of the financial statements from the
statements issued prior to Fiscal Year 2002. This comprehensive annual financial report consists of six parts:

= Introductory section, which includes the transmittal letter and general information,

= Management’s discussion and analysis (this part),

= The basic financial statements, which include the government-wide and the fund financial
statements, along with the notes to the basic financial statements,

= Required supplementary information,

= Combining statements for non-major governmental funds, non-major enterprise funds, internal
service funds, and fiduciary funds, and

= Statistical information.

The primary focus of local government’s financial statements prior to GASB 34 had been to summarize fund type
information on a current financial resource basis. The new accounting model now presents two kinds of
information. The government-wide financial statements, which are new, provide both long-term and short-term
information about the City’s overall financial status. These statements are prepared on a full accrual basis to present
information in a more corporate-like presentation. Fund financial statements are still included to provide useful
information on individual parts of the government. More relevant detail is provided by distinct presentation of
major funds in the basic financial statements, rather than summaries by total fund types.



Government-Wide Financial Statements

The basic financial statements include two government-wide financial statements: the statement of net assets and the
statement of activities. These statements can be found on pages 21 to 23. The government-wide financial
statements report information about the City as a whole using accounting methods similar to those used by the
private sector.

The statement of net assets and statement of activities divide the City into the following:

= Governmental activities — All of the City’s basic services are considered to be governmental activities,
including public safety, public works, health, parks, planning, cultural and economic development and
general administration. These activities are supported primarily with general City revenue such as sales
taxes, gross receipts taxes, P.I.L.O.T., property taxes, fines and specific program revenue like permit fees
and grants.

= Business-type activities — All the City’s enterprise activities are included here. These operations derive
revenues from charges for services that are intended to recoup the full cost of operations. Three of these
operations require subsidies from tax revenue (airport, transit and recreation services).

The City does not include any component units in its financial statements.
Fund Financial Statements

Another major section of the basic financial statements is the fund financial statements. These statements are on
pages 24 to 37. The fund financial statements provide detailed information about each of the City’s most
significant funds, called “major funds”. All “non-major” funds are summarized and presented in a single column.

The City has three kinds of funds:

=  Governmental funds — Most of the City’s basic services are included in governmental funds. These fund
statements are prepared on a modified accrual basis, which means they measure only current financial
resources and uses. Capital assets and other long-lived assets, along with long-term liabilities, are not
presented in the governmental fund statements. Because this information does not encompass the long-
term focus of the government-wide financial statements, additional information is provided on pages 25
and 27 that explains the differences between them.

=  Proprietary funds — These statements include both enterprise funds and internal service funds. Statements
are prepared on the full accrual basis and include all their assets and liabilities, current and long-term. This
is the same basis used in the government-wide financial statements.

=  Fiduciary funds - These statements include activity of funds that report trust responsibilities of the City.
These funds are summarized by type; pension and private purpose trust. These assets are restricted in
purpose and do not represent discretionary assets of the City. Therefore, these assets are not presented as a
part of the government-wide financial statements.
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Schedule of Net Assets

The following table reflects the condensed schedule of net assets as of September 30, 2003 and 2002:

City of Columbia's Net Assets

Governmental Business-type
Activities Activities Total
2003 2002 2003 2002 2003 2002
Current and other assets $ 100,721,927 96,304,336  $ 106,511,016 119,691,008 $ 207,232,943 215,995,344
Capital assets 97,105,151 90,891,725 308,207,485 295,840,496 405,312,636 386,732,221
Total assets 197,827,078 187,196,061 414,718,501 415,531,504 612,545,579 602,727,565
Long-term liabilities 14,719,185 16,786,375 115,370,312 118,017,289 130,089,497 134,803,664
Other liabilities 7,847,522 5,409,828 14,231,013 20,848,755 22,078,535 26,258,583
Total liabilities 22,566,707 22,196,203 129,601,325 138,866,044 152,168,032 161,062,247
Net assets
Invested in capital assets, net
of related debt 85,230,651 76,070,225 197,808,011 182,254,913 283,038,662 258,325,138
Restricted 47,930,717 49,276,777 7,983,948 8,186,065 55,914,665 57,462,842
Unrestricted 42,099,003 39,652,856 79,325,217 86,224,482 121,424,220 125,877,338
Total net assets $ 175,260,371 164,999,858 $ 285,117,176 276,665,460 $ 460,377,547 441,665,318

A review of the government-wide financial statement of net assets reveals the following:

Total assets for the City as a whole are $612,545,579 an increase of $9,818,014. Governmental activities total assets
increased $10,631,017 while business-type activities total assets decreased $813,003. Total net capital assets
increased $18,580,415. Of this amount $6,213,426 was in governmental activities (primarily in Streets and Parks)
and $12,366,989 for business-type activities (primarily in Water and Electric and Recreation Services Funds).
Current assets were used in the Water and Electric fund to restructure and reduce the amount of Revenue Bonds
outstanding. This is the major reason total liabilities have decreased $8,894,215. Long-term liabilities decreased
$4,714,167. Other liabilities have decreased $4,180,048. Of which, $6,617,742 was a decrease in the business-
type activities. The governmental activities increased $2,437,694. The majority of this change, $989,002 or 41%,
is in accounts payable for capital projects.

Total net assets for the City as a whole are $460,377,547, an increase of $18,712,229 or 4.2%. Governmental
activities total net assets increased $10,260,513 and business-type activities total assets increased $8,451,716,
increases of 6.2% and 3.1%, respectively. A large increase of $24,713,524 (9.6%) was experienced in net assets
invested in capital assets net of related debt. The City continues to invest in the expansion of the water and electric
distribution systems as well as the collection system in the sanitary sewer fund to accommodate our growing city.
Restricted net assets decreased by $1,548,177. This decrease occurred because of a change in the restrictions placed
on the net assets of the Cultural Affairs Fund and a portion of the Public Improvement Fund, both of which are non-
major funds. Total unrestricted net assets decreased $4,453,118 or 3.5%. Business-type activities unrestricted net
assets decreased $6,899,265 due to the significant investment in capital assets net of related debt for the year of
$15,553,098. Unrestricted net assets for governmental activities increased by $2,446,147 due to a change in the
restrictions placed on net assets.
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Schedule of Activities

The following table reflects the revenues and expenses for the City’s activities for the year ended September 30,
2003 and 2002:

City of Columbia's Schedule of Activities

Governmental Business-type
Activities Activities Total
2003 2002 2003 2002 2003 2002
Revenues:
Program revenues:
Charges for services $ 8,528,017 7,012,099 $ 101,883,995 96,402,644 $ 110,412,012 103,414,743
Grants and contributions 4,325,098 3,890,031 1,304,361 1,166,886 5,629,459 5,056,917
Capital grants and contributions 2,455,945 2,740,029 4,703,521 6,369,450 7,159,466 9,109,479
General revenues:
Property taxes 8,247,466 8,228,712 - - 8,247,466 8,228,712
Sales tax 31,612,249 30,725,843 - - 31,612,249 30,725,843
Other taxes 9,597,030 8,819,608 - - 9,597,030 8,819,608
Investment revenue 1,478,964 6,542,331 1,895,527 6,559,492 3,374,491 13,101,823
Other 1,465,309 1,158,765 770,562 1,716,625 2,235,871 2,875,390
Total revenues 67,710,078 69,117,418 110,557,966 112,215,097 178,268,044 181,332,515
Expenses:
Policy development and admin. 10,012,258 9,486,747 - - 10,012,258 9,486,747
Public safety 26,447,188 25,307,596 - - 26,447,188 25,307,596
Transportation 5,600,113 5,674,399 - - 5,600,113 5,674,399
Health and environment 6,134,136 5,854,326 - - 6,134,136 5,854,326
Personal development 8,604,106 8,209,699 - - 8,604,106 8,209,699
Misc. nonprogrammed activities 297,170 400,061 - - 297,170 400,061
Interest on long-term debt 834,347 1,206,283 - - 834,347 1,206,283
Electric Utility - - 58,943,254 54,872,564 58,943,254 54,872,564
Water Utility - - 9,444,314 9,297,790 9,444,314 9,297,790
Sanitary Sewer Utility - - 8,979,382 8,649,912 8,979,382 8,649,912
Regional Airport - - 1,671,071 1,601,094 1,671,071 1,601,094
Public Transportation - - 3,044,024 2,936,602 3,044,024 2,936,602
Solid Waste Utility - - 10,432,357 10,293,259 10,432,357 10,293,259
Parking Facilities - - 1,755,804 1,841,303 1,755,804 1,841,303
Recreation Services - - 5,704,862 4,443,406 5,704,862 4,443,406
Railroad - - 661,508 529,662 661,508 529,662
Storm Water Utility - - 989,921 983,738 989,921 983,738
Total expenses 57,929,318 56,139,111 101,626,497 95,449,330 159,555,815 151,588,441
Increase in assets before transfers 9,780,760 12,978,307 8,931,469 16,765,767 18,712,229 29,744,074
Transfers 479,753 340,740 (479,753) (340,740) - -
Increase in net assets 10,260,513 13,319,047 8,451,716 16,425,027 18,712,229 29,744,074
Net assets, beginning 164,999,858 151,680,811 276,665,460 260,240,433 441,665,318 411,921,244
Net assets, ending $ 175,260,371 164,999,858 $ 285,117,176 276,665,460 $ 460,377,547 441,665,318
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The government-wide statement of activities indicates the major sources of program revenues are charges for
services which increased by 6.8%. The City’s largest utility, the Water and Electric Utility, accounts for the
majority of charges for service. This fund experienced a 4% growth between FY 2002 and FY 2003 which is
slightly lower than the growth in all business-type activities of 5.7%. The City’s enterprise operations continue to
experience good growth in their customer bases. Charges for services for governmental activities increased by over
21.6% due mostly to an increase in special assessment revenue which can vary widely from year to year based upon
the capital improvement plan. Fleet operations also had an increase in revenues from work for outside agencies and
an increase in employee contributions to the health plan account for the remaining increases.

The amount of operating grants for fiscal year 2003 is 11% above the FY 2002 amount. These increases have
occurred in the areas of health and public safety and are reflected in an increase of funding available for homeland
security. Capital grants and contributions are lower than previous years due to the $1.2 million grant received by the
Electric Utility for the Route AC project in FY 2002. The City did not have a similar large project that received
grant funding in FY 2003.

General revenues experienced good growth in all areas except investment revenue. Lower balances and the
continued low interest rate environment continue to take its toll on investment earnings. As higher interest earning
investments mature, there is little opportunity to reinvest at a higher rate. Sales tax is the most significant general
revenue. Columbia is fortunate to continue to see growth in sales taxes at a rate of 2.9% which was above budget
projections of 2.5% for FY 2003. Staff continues to closely monitor the monthly sales tax files provided by the
state.

Half of the City’s business-type activities show program revenue in excess of expenditures, all except the airport and
railroad operations have a positive result of operations when including general revenues and transfers. The City
experienced no significant variance from projected revenues for FY 2003.

Total program expenses for FY 2003 are $159,555,815, an increase of 5.3%. The majority of these expenses,
$101,626,497, are for business-type activities. Business-type activity expenses increased 6.4%. The largest increase
in business-type expenses was in recreation services due to the opening of a new facility (ARC). Governmental
activity expenses of $57,929,318 have increased 3.2%. The largest increase occurred in policy development and
administration. This increase was caused by increases in the employee benefit fund. Interest expense is lower due
to the reduction in principal of the G. O. bonds outstanding during the year. As noted earlier the final payment was
made during 2003.

The total net assets increased $18,712,229 or 4.2%. Governmental activities increased net assets by $10,260,513 or
6.2%. Business-type activities increased net assets by $8,451,716 or 3.1%. These amounts are in line with
projections.

Net transfers were $479,753 from business-type activities to governmental activities. However, the City transfers
over $3.9 million in general funds and transportation sales tax funds to support the operations of various business-
type activities. Approximately $2.9 million in parks sales taxes are transferred to the recreation services fund for
operations and capital needs. For purposes of the government-wide financial statements, over $7 million in payment
in lieu of tax funds that are paid by the Water and Electric Utilities to the general fund are included as transfers.
Detail of individual transfers can be found in the notes to the financial statements.

The City did not have any special or extraordinary items in FY 2003.

Fund Statements

The City’s fund statements can be found on pages 24 to 37 of the basic financial statements. Reconciliation to the
government-wide financial statements has been provided with these fund statements. Both governmental funds and
proprietary funds ended FY 2003 with an increase in fund balance and net assets.

Undesignated general fund balance is 23.1% of expenditures and transfers, well above the 16% target set by Council

policy. It is the City’s policy to designate the portion of fund balance that has been appropriated as revenue for the
FY 2004 budget. Even though the City had budgeted for the use of over $2.5 million in appropriated fund balance

13



for FY 2003 and designated $3.5 million for use in FY 2004, favorable variances in both revenues and expenditures
resulted in an increase in undesignated fund balance of over $1,000,000. Care is taken to identify capital or other
one time uses when the amount of appropriated fund balance increases substantially.

Overall revenues in the general fund were above the budgeted amount by $1,887,302 or 3.6%. General fund
revenues excluding appropriated fund balance increased $2,184,358 or 4.4%. The overall tax rate remained constant
at 41 cents. This was still 4 cents below the City’s maximum authorized levy. Sales taxes increased by $475,247 or
3.2% over FY 2002. Due to the continued decline in interest rates, investment income decreased by $596,563. The
City’s general fund revenue base remains stable with good growth for the local economic climate.

General Fund Revenues
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General fund expenditures were $3.7 million under budget for FY 2003 and grew only by 2.34%. Of this amount,
$1,036,000 has been encumbered to be spent in FY 2004. General fund expenditures, including transfers, increased
$1.1 million. The largest increase was in the area of public safety, approximately $828,000. The majority of the
increase in public safety was in the Fire Department ($443,000) and the Police Department ($225,000).
Transportation expenditures decreased in excess of $367,000 due to major capital equipment purchases in FY 2002
that included a street sweeper and dump trucks.

General Fund Expenditures
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Overall special revenue funds increased fund balance in excess of $4 million in FY 2003. Over $0.2 million was
accumulated in transportation sales tax fund; $1.6 in special road district tax fund; and $772,000 in parks sales tax
fund; all of which will be used for future capital projects.

Expenditures in the capital projects fund increased approximately $2 million in FY 2003. It is typical for these
expenditures to vary widely from year to year depending on the nature of projects in the capital plan. This year’s
increase represents significant expenditures for the new Sanford-Kimpton health facility under construction.

A review of the net assets of the proprietary funds indicates that all funds have positive accumulated retained
earnings. All major enterprise funds ended FY 2003 with net income. The Self Insurance Reserve Fund and the
Employee Benefit Fund ended the year with net losses. The use of net assets was budgeted for in these funds. Staff
has been reviewing administrative expenses and claims in both of these funds to assist in reducing expenses.
Changes were made to the fee structure of both of these funds for FY 2003. Operating revenues and operating
expenses increased for the City’s enterprise funds in FY 2003. Net income is down in FY 2003 as the City made the
budgetary decision to postpone some rate increases until FY 2004.

Enterprise Funds
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Revenues for the Recreation Services Fund increased significantly (36%) from FY 2002 to FY 2003. Fees for the
new ARC facility account for the majority of this increase in revenues for recreation services. Capital contributions
in the Airport Fund decreased by $1.2 million in FY 2003 due to fewer capital grants. There was a corresponding
decrease in capital acquisition activity. Net income (loss) before capital contributions did not change significantly
between FY 2002 and FY 2003. Net income for the Water and Electric Fund is down from $9,774,530 in FY 2002
to $3,178,293 in FY 2003. City administrators made the deliberate decision during the 2003 budget process to
postpone an electric rate increase and utilize a series of smaller increases for water rates. The fund had sufficient
retained earnings and available funds to implement this plan. The FY 2004 budget did implement the planned rate
increases in water rates.

Budget Variances

It is the City’s policy to allow departments to carry forward the budget allocation for project funds or for items that
are encumbered at fiscal year end and will be expensed in the subsequent fiscal year. The FY 2003 final budget for
the general fund includes approximately $1.2 million of funds carried forward from FY 2002. The remaining
increases to the FY 2003 budget were for grants and contributions received during the year. These grants and
contributions also increased the general fund revenue budget for FY 2003. These changes are not expected to affect
future budgets.

Overall, the general fund ended FY 2003 with favorable budget variances for both revenues and expenditures. Year-
end revenues were 4.2% over budget. Investment revenue and grant revenues did not meet budget expectations.
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Staff reduced expenditures for the grants that were not received. Other local tax and fee and service charge revenues
ended the year ahead of budget by 17.4% and 17.7%, respectively. The appropriate adjustments were implemented
in the FY 2004 budget process.

General fund expenditures were 7.5% under budget for FY 2003. Of that amount over $1 million is encumbered to
be spent in FY 2004. Adjusted for this encumbrance carry forward, general fund expenditures were 5.4% under
budget. Typically the City anticipates expenditures to end the year between 3% and 6% below budget.

Overall actual investment revenue did not meet budget for FY 2003. However, this did not create any major budget
concern for any of the funds. There were no other significant budget variances for the year.

Capital Assets
City of Columbia Capital Assets
(net of depreciation)
Governmental Business-type
Activities Activities Total
2003 2002 2003 2002 2003 2002
Land $ 18,492,886 16,643,916 $ 9,008,310 8,692,212 § 27,501,196 25,336,128
Buildings 12,679,227 13,016,130 - - 12,679,227 13,016,130
Improvements other than buildings 6,269,202 6,119,763 - - 6,269,202 6,119,763
Structures and improvements - - 169,580,720 157,129,864 169,580,720 157,129,864
Furniture, fixtures and equipment 10,027,218 8,772,445 113,738,293 110,202,836 123,765,511 118,975,281
Infrastructure 44,847,981 44,018,770 - 44,847,981 44,018,770
Construction in progress 4,788,637 2,320,701 15,880,162 19,815,584 20,668,799 22,136,285
Total $ 97,105,151 90,891,725 $ 308,207,485 295,840,496 $ 405,312,636 386,732,221

Major Capital Asset Events FY 2003

Construction continued on the Upper Hinkson Outfall Relief Sewer project, construction in progress at the
close of the fiscal year was $2 million

Construction began on the Grindstone Creek/Lake of the Woods Sewer project, budgeted at $3.6 million
A new water storage reservoir was completed and in service in fiscal year 2003 at a cost of $1.9 million
The Activities & Recreation Center was completed and opened for business in December 2002. The total
project cost was $11.1 million

Cell 3 at the landfill was completed and went into service in January 2003 at a cost of $2.8 million
Construction began on the new Sanford-Kimpton City/County Health Department building scheduled to
open in the summer of 2004

Grasslands Park was acquired by the City through an agreement with adjacent landowners who purchased
the property and donated it to the City at a value of $680,000

Development of Stephen’s Lake Park began and will be a multiple-year project

Construction began on Forum Boulevard from Dunbar Drive to Old Plank Road with a budget of $1 million
Pedestrian bridges were completed over Business Loop 70 and I-70

Various other street and sidewalk projects were completed and continue at a cost of $1.4 million during
fiscal year 2003

Additional information on the City’s capital assets can be found in Note VI on pages 53-55 of this report.
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Debt Administration

The City’s debt issues are discussed in Note IX on pages 59-67 of this report. Please refer to it for additional
information. During FY 2003, the City restructured the Water and Electric 1985 Series B variable rate revenue
bonds. The City used current assets to retire $6.55 million and fix the interest rate on the remaining $8.95 million.
Also during FY 2003 the City issued $3.62 million in sanitary sewer revenue bonds to continue the capital plan
established in the 1998 ballot issue.

Only a small portion of the outstanding Certificates of Participation (C.O.P.’s) is paid from general revenues.
Enterprise revenues service all of the Special Obligation debt. The C.O.P.’s issued for Stephen’s Lake Property are
serviced by the park’s sales tax. The C.O.P.’s issued for the Activities & Recreation Center and Fire Station are
serviced by the capital improvement sales tax. The City transferred $700,000 in general fund property taxes to the
capital project fund for funding of the public building expansion and renovation project. It is anticipated that once
the plans are finalized for this project, the City will issue C.O.P.’s that will be funded through this revenue source.

City of Columbia Net Outstanding Debt

FY 2003 FY 2002
Government Activities
General Obligation Debt $ 700,000 $ 2,125,000
Capital Lease Obligation 7,000,000 7,000,000
Certificates of Participation 4,874,500 5,696,500

$ 12,574,500  § 14,821,500

Business-type Activities

Revenue Bonds $ 83,165,018 § 90,787,057

Special Obligation Bonds 19,950,437 22,798,526
$ 103,115,455 $ 113,585,583

Financial Contact

The City’s financial statements are designed to present users (citizens, taxpayers, customers, investors and creditors)
with a general overview of the City’s finances and to demonstrate the City’s accountability. Any questions
regarding the report or request for additional information should be directed to the Director of Finance, 701 East
Broadway, Columbia, Missouri 65201. Financial reports may also be found on the City’s web site at
www.GoColumbiaMo.com.
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CITY OF COLUMBIA, MISSOURI

BASIC FINANCIAL STATEMENTS




ASSETS

Cash and cash equivalents

Investments

Receivables (net of allowance
for uncollectibles)

Due from other governments

Internal balances

Inventories

Deferred charges

Other assets

Restricted assets:
Cash and cash equivalents

Customer security and escrow deposits

Grants receivable
Capital assets:
Non depreciable
Depreciable, net
Total Assets

LIABILITIES

Accounts payable

Accrued payroll and payroll taxes

Accrued interest payable

Due to other governments

Unearned revenue

Construction contracts payable

Customer security and escrow deposits

Other liabilities

Long-term liabilities:

Due within one year:
Accrued compensated absences
Revenue bonds payable
General obligation bonds payable
Special obligation bonds payable
Claims payable
Certificates of participation
Other long-term liabilities

Due in more than one year:
Accrued compensated absences
Capital lease obligations
Revenue bonds payable
Special obligation bonds payable
Certificates of participation
Other long-term liabilities

Total Liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Debt service
Capital projects
Nonspendable
Other purposes
Unrestricted
Total Net Assets

The notes to the financial statements are an integral part of this statement.

CITY OF COLUMBIA, MISSOURI

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2003
Governmental Business-type
Activities Activities Total
$ 66,488,986 $ 23,965,681 90,454,667
9,114,604 - 9,114,604
17,484,334 13,023,251 30,507,585
1,839,537 261,690 2,101,227
1,343,427 (1,343,427) -
474,920 5,019,240 5,494,160
- 1,510,400 1,510,400
76,644 250,899 327,543
3,899,475 61,428,110 65,327,585
- 2,320,172 2,320,172
- 75,000 75,000
23,281,523 24,888,472 48,169,995
73,823,628 283,319,013 357,142,641
197,827,078 414,718,501 612,545,579
4,886,243 5,495,908 10,382,151
2,261,801 1,078,093 3,339,894
159,503 2,082,544 2,242,047
- 237,599 237,599
119,666 46,283 165,949
- 2,681,653 2,681,653
- 2,320,172 2,320,172
420,309 288,761 709,070
712,128 876,657 1,588,785
- 4,715,000 4,715,000
700,000 - 700,000
- 2,850,000 2,850,000
879,000 - 879,000
885,000 - 885,000
- 311,100 311,100
553,557 115,712 669,269
7,000,000 - 7,000,000
- 83,165,018 83,165,018
- 19,950,437 19,950,437
3,989,500 - 3,989,500
- 3,386,388 3,386,388
22,566,707 129,601,325 152,168,032
85,230,651 197,808,011 283,038,662
4,966,497 6,819,949 11,786,446
18,201,101 75,000 18,276,101
1,500,000 - 1,500,000
23,263,119 1,088,999 24,352,118
42,099,003 79,325,217 121,424,220
$ 175,260,371 $ 285,117,176 460,377,547

21



Functions/Programs

CITY OF COLUMBIA, MISSOURI
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2003

Governmental activities:
Policy development and administration
Public safety
Transportation
Health and environment
Personal development
Miscellaneous nonprogrammed activities
Interest on long-term debt
Total governmental activities
Business-type activities:
Electric Utility
Water Utility
Sanitary Sewer Utility
Regional Airport
Public Transportation
Solid Waste Utility
Parking Facilities
Recreation Services
Railroad
Storm Water Utility
Total business-type activities
Total City

Program
Program Revenues Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
$ 10,012,258 4,439,151 38,001 25,000
26,447,188 1,939,952 1,201,351 7,261
5,600,113 972,989 1,234,043 949,402
6,134,136 1,175,925 1,761,974 1,391,877
8,604,106 - 89,729 82,405
297,170 - - -
834,347 - - -
57,929,318 8,528,017 4,325,098 2,455,945
58,943,254 65,043,670 - -
9,444,314 11,219,163 - 1,466,800
8,979,382 7,326,327 108,852 2,561,259
1,671,071 551,350 - 173,376
3,044,024 496,636 1,133,823 73,954
10,432,357 10,311,376 61,686 175,000
1,755,804 1,707,745 - -
5,704,862 3,354,222 - 170,083
661,508 470,738 - -
989,921 1,402,768 - 83,049
101,626,497 101,883,995 1,304,361 4,703,521
$ 159,555,815 110,412,012 5,629,459 7,159,466

General revenues:
Property taxes
Sales tax
Gasoline tax
Cigarette tax
Motor vehicle tax
Utilities tax
Gross receipts tax
Investment revenue
Miscellaneous

Transfers

Total general revenues and transfers

Change in net assets
Net assets - beginning
Net assets - ending

The notes to the financial statements are an integral part of this statement.
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Net (Expense) Revenue and

Changes in Net Assets
Governmental Business-type
Activities Activities Total
(5,510,106) - (5,510,106)
(23,298,624) - (23,298,624)
(2,443,679) - (2,443,679)
(1,804,360) - (1,804,360)
(8,431,972) - (8,431,972)
(297,170) - (297,170)
(834,347) - (834,347)
(42,620,258) - (42,620,258)
- 6,100,416 6,100,416
- 3,241,649 3,241,649
- 1,017,056 1,017,056
- (946,345) (946,345)
- (1,339,611) (1,339,611)
- 115,705 115,705
- (48,059) (48,059)
- (2,180,557) (2,180,557)
- (190,770) (190,770)
- 495,896 495,896
- 6,265,380 6,265,380
(42,620,258) 6,265,380 (36,354,878)
8,247,466 - 8,247,466
31