Management’s Discussion and Analysis

This section of the County’s Comprehensive Annual Financial Report presents an easily readable
analysis of Boone County’s financial activities based on currently known facts, decisions, and
conditions. This is the first year Boone County, Missouri has prepared financial statements in
accordance with the new reporting model as prescribed by Governmental Accounting Standards
Board Statement No. 34 (GASB 34). As a result, comparisons with the previous year are limited.
For a comprehensive understanding of the County’s financial statements, please read the transmittal
letter at the front of this report along with the County’s basic financial statements, including the
footnotes, which follow the Management’s Discussion and Analysis.

Financial Highlights

On a government-wide basis, net assets (the amount by which assets exceeded liabilities at
the close of the most recent fiscal year) totaled $53.4 million. Of this amount,
approximately $15 million is unrestricted and may be used to meet the government’s
ongoing obligations to citizens and creditors.

On a government-wide basis, Boone County’s total net assets increased by $4.96 million or
approximately 10% during the fiscal year.

On a government-wide basis, the cost of the County’s governmental activities was $34
million.

At the close of the current fiscal year, Boone County’s governmental funds reported
combined ending fund balances of $21.35 million, an increase of $3.70 million in
comparison with the prior year. A portion of this amount, $15.9 million, is available for
spending at the government’s discretion (unreserved fund balance).

At the end of the current fiscal year, unreserved fund balance for the general fund was $9.5
million. Of this amount, $1.8 million is designated for capital improvements. Unreserved
fund balance net of the capital designation, or $7.7 million, represents 39% of expenditures.
A portion of the unreserved fund balance, approximately $2.1 million, was appropriated in
the Fiscal Year 2004 budget.

Boone County’s total long-term debt increased by $2.7 million. A factor in this increase
was the issuance of $5.24 million in refunding and capital improvement special obligation
bonds during the year.

The general fund revenues exceeded original budgetary estimates. Record-low mortgage
interest rates resulted in increases in recording activity and fees in the Recorder of Deeds
office. Also, sales tax revenue grew at a rate of 3.77%, which exceeded the budgetary
estimate of 1.5%.

General fund expenditures were $19.5 million, or 93% of budget, resulting in a favorable
budgetary variance of $1.40 million.



Overview of the Financial Statements

The implementation of Governmental Accounting Standards Board Statement No. 34 (GASB 34)
has significantly changed the content and presentation of the County’s annual financial statements.
The County prepares and issues a Comprehensive Annual Financial Report (CAFR), which
provides extensive financial information beyond the minimum reporting requirements established
by generally accepted accounting principles (GAAP). The CAFR consists of the following parts:

e Introductory Section, which includes the transmittal letter and general information;

e Management’s Discussion and Analysis (MD&A), (this part);

e The Basic Financial Statements, which include the government-wide and the fund
financial statements, and the notes to the basic financial statements;

e Required Supplementary Information, which includes budgetary comparison information
for certain major funds and certain other required disclosures;

e Other Supplementary Information, which includes combining statements for non major
governmental funds, internal service funds, and fiduciary funds, as well as budgetary
comparison schedules for special revenue, debt service and capital project funds; and,

e Statistical Information

Government-wide Financial Statements

The first set of financial statements is the government-wide statements which report information
about the County as a whole. These statements are a result of GASB 34 and are new to the
County’s financial reporting. They provide both long-term and short-term information about the
County’s overall financial condition. These financial statements are prepared using a full accrual
basis of accounting in order to achieve a more corporate, or private-sector type presentation. The
two government-wide statements, Statement of Net Assets and Statement of Activities, report the
County’s net assets and how they have changed from the previous year. The County does not
provide services through business-type activities (such as a public utility); consequently, only
governmental activities are included in the County’s government-wide financial statements.

The Statement of Net Assets presents information on all of the County’s assets and liabilities, with
the difference between the two reported as net assets. Increases and decreases in net assets may
serve as a useful indicator of whether or not the financial position of the County is improving or
deteriorating. The Statement of Net Assets also provides information on unrestricted and restricted
net assets and net assets invested in capital assets, net of related debt.

The Statement of Activities presents information showing how the County’s net assets changed
during the most recent fiscal year. All of the current year’s revenues and expenses are accounted
for in the Statement of Activities regardless of the timing of related cash flows. The Statement of
Activities presents the various functions of the County and the degree to which they are supported
by charges for services, federal and state grants and contributions, tax revenues, and investment
income.

The government-wide financial statements include not only Boone County, Missouri itself (the
primary government), but also a legally separate hospital board of trustees for which Boone County
is financially accountable (a component unit). Financial information for the component unit is
reported separately from the financial information of the primary government. The government-
wide financial statements do not include any blended component units.
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The government-wide financial statements may be found on pages 18-19.

Fund Financial Statements

The second set of statements is the fund financial statements which provide information about
groupings of related accounts which are used to maintain control over resources for specific
activities or objectives. The County uses fund accounting to demonstrate compliance with finance-
related legal requirements. The fund financial statements provide detailed information about the
County’s most significant funds — not the County as a whole.

The County has three kinds of funds:

Governmental Funds. Governmental funds reflect how general government services
were financed in the short-term as well as what financial resources remain available for
future spending to finance County services.

The County maintains numerous individual governmental funds according to their type
(general, special revenue, debt service, and capital projects). Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for funds that are
considered to be a major fund; financial information for all non-major funds is
summarized and presented in a single column. Individual fund data for each of the non
major governmental funds is provided in the form of combining statements within the
other supplementary information section of the CAFR.

Fund financial statements for governmental funds are prepared using a modified accrual
basis of accounting which differs from the full-accrual basis of accounting used to
prepare the government-wide financial statements. Because of the resulting differences,
reconciliations of the fund financial statements to the government-wide financial
statements are provided.

Proprietary Funds. Proprietary funds offer short-term and long-term financial
information about services which the County provides through a business-type
operation, using a full accrual basis of accounting. The County does not operate
enterprise activities, where the customers are primarily external to the County, such as
with a public utility. However, the County does operate several internal service
activities where the customers are internal County departments.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit
of individuals or entities external to the County. The County’s fiduciary responsibilities
are summarized and reported by type: pension trust fund, private-purpose trust funds,
and agency funds. These assets are restricted as to purpose and use or are being held by
the County on behalf of others and do not represent discretionary assets of the County.
Therefore, these assets are not presented as a part of the government-wide financial
statements.



Financial Analysis of the County as a Whole

This is the first year for the County to prepare financial statements using GASB 34 guidelines. As a
result, comparative data is not available; however, comparable data will be available in future years.

Net Assets

On a government-wide basis, the County’s net assets were approximately $53.48 million at fiscal
year end and are shown in the table below.

Boone County, Missouri

Schedule of Net Assets
December 31, 2003
Governmental
Activities

Assets:
Current and other assets $ 28,810,107
Capital assets, net 37,096,850

Total assets 65,906,957
Liabilities:
Long-term liabilities outstanding 7,038,421
Other liabilities 5,389,059

Total liabilities 12,427,480
Net Assets:
Invested in capital assets, net of

related debt 33,367,459
Restricted 4,984,204
Unrestricted 15,127,814
Total net assets 3 53,479,477

As noted earlier, net assets may serve as a useful indicator of a government’s financial position. For
the County, assets exceeded liabilities by $53.4 million at the close of the current fiscal year.

The largest portion of the County’s net assets, or approximately 62%, reflects its investment of
$33.4 million in capital assets, less any related outstanding debt used to acquire these assets. The
County uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the County’s investment in capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources since the capital assets themselves cannot be liquidated for the liabilities.

Included in the County’s total net assets is $4.9 million which represents resources that are subject
to external restrictions (including statutory restrictions) as to how they may be used. The remaining
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net assets of $15.1 million are unrestricted and may be used to meet the government’s obligations to
citizens and creditors.

Governmental Activities

The following schedule shows the revenues and expenses for the County’s activities for the year
ended December 31, 2003.

Boone County, Missouri
Schedule of Changes in Net Assets

December 31, 2003
Governmental
Activities
Revenues:

Program revenues:
Charges for services 3 5,289,536
Grants and other support 5,385,297

General revenues:
Property taxes 3,149,292
Sales taxes 22,830,022
Franchise taxes 164,694
Investment income 220,320
Hospital lease revenue 1,404,518
Other 555,255
Total revenues 38,998,934

Expenses:
Policy and administration 6,024,342
Law enforcement and judicial 14,861,271
Environment, public buildings 10,636,282
and infrastructure

Community health and public services 1,197,204
Economic vitality 66,000
Beautification and recreation 27,291
Protective inspection 823,532
Interest and fiscal charges 401,632
Total expenses 34,037,554
Increase in net assets 4,961,380
Net assets, beginning of year 48,518,097
Net assets, end of year $ 53,479,477




The County’s total revenue on a government-wide basis was $38.99 million. All taxes combined
comprise 67% of total revenues, with sales tax as the single largest source of revenue accounting for
58% of all County revenue. Charges for services and grants and other support account for 13%
each of County revenues. The remaining 7% of County revenues are derived from hospital lease
revenues, investment income, and other revenue.

The total cost of all programs and services was $34 million. The County’s expenses cover a broad
range of services typically provided by county government. Law enforcement and judicial expenses
account for 44% of total expenses followed by 31% for environment and infrastructure (public
works). These areas also account for the largest burden on general tax revenues in the amount of
$11.3 million and $8.3 million, respectively.

Governmental activities increased the County’s net assets by $4.9 million. Since this is the first
year for government-wide reporting, comparative analysis to the previous year cannot be reported.
However, key factors influencing this increase are identified below.

e Low mortgage interest rates resulted in increased activity and charges for service
revenue for the Recorder of Deeds office.

e Economically sensitive sales tax revenue performed better than expected. Budgetary
expectations reflected an assumption of minimal growth, consistent with state-wide and
national trends. However, local economic activity was stronger than anticipated.

e County voters approved an additional 1/8-cent sales tax for law enforcement and judicial
activities, effective January 1, 2003. Total revenue exceeded expenses for the year by
$730,000, mostly attributable to delays in hiring additional staff.

¢ The County received unexpected workers’ compensation refunds from close-out of prior
year’s claims. The refunds totaled more than $217,000.

e The County realized combined gains on the sale and trade-in of capital assets totaling
more than $116,000.

¢ Revenues exceeded expenses for various County activities which are established by state
statute and subject to the appropriation authority of specific elected officials. Such
activities include Record Preservation (Recorder of Deeds), Tax Maintenance (Collector
of Revenue), Election Services (County Clerk), Assessment (Assessor), and Sheriff Civil
Charges (Sheriff). Combined, these account for approximately $200,000 increase in net
assets. The nature of these funds is such that resources (net assets) may be accumulated
over several years in order to finance a large project.
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Financial Analysis of the County’s Funds

As previously mentioned, the purpose and focus of the County’s governmental funds is different
than that of the government-wide financial statements. A discussion and analysis of the County’s
three types of fund financial statements (governmental funds, proprietary funds, and fiduciary
funds) is presented below.

General Fund and Other Governmental Funds

The focus of the County’s governmental funds is to provide information on the inflows, outflows,
and balances of resources that are available for spending as well as to demonstrate compliance with
statutory and other legal requirements. As a result, the fund financial statements reflect a current
financial resources focus rather than a total economic resources focus which is used in the
government-wide financial statements.

Given the focus of the fund financial statements, an unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the unreserved fund balance of the general fund was $9.5
million, of which $1.8 million is designated for capital improvements, resulting in an unreserved
and undesignated fund balance of $7.7 million. As a measure of the general fund’s liquidity, it may
be useful to compare this amount to total fund expenditures and transfers out which calculates to
39%. A portion of the unreserved fund balance, approximately $2.1 million, was appropriated in
the Fiscal Year 2004 budget.

The total fund balance in the County’s general fund increased by $861,000 or by 9%. The change
in the current fiscal year’s fund balance is primarily due to the following factors.

e Increased activity and revenues in the Recorder of Deeds office resulting from the low
mortgage interest rates. The low interest rates also had the effect of reducing investment
income, but the reduction was more than offset by increases in the charges for service
revenue;

e Sales tax revenues were higher than expected, with the local economy experiencing a
less severe slow-down than was observed state-wide and nationally;

e An unexpected workers’ compensation refund;

e Actual spending was less than expected across most functional areas. Historically,
actual spending in the General Fund is approximately 93% to 95% of budgeted amounts.
These savings result from a combination of various factors including personnel
vacancies, savings from bidding and competitive procurement, unspent emergency
appropriations, and general overall savings across the various offices and departments.

The total fund balance in the County’s Road and Bridge Fund increased by $424,000 or 12%. This

increase is primarily due to better-than-expected sales tax revenues and an unexpected workers’
compensation refund. The unreserved fund balance for the Road and Bridge Fund at the end of the
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fiscal year was $2.6 million; a significant portion of this fund balance, approximately $1.5 million,
was appropriated in the 2004 budget.

The fund balance in the County’s Health Department Capital Project Fund increased by
approximately $512,000 or 54%. This increase is primarily due to the inflow of bond proceeds
during the year which will be used for the City/County Health Facility project. Completion is
scheduled for mid-year 2004.

Fund balances in the County’s non major governmental funds increased by a combined amount of
$1.9 million, or 45%. Most of this increase, $1.5 million, is attributable to bond proceeds deposited
into the County’s capital project funds to be used for specified building projects. Of the remaining
increase in fund balance, approximately $380,000 is attributable to the accumulation of resources in
numerous special revenue funds, many of which are subject to the appropriation authority of
specific elected officials other than the County Commission. As previously noted, some of these
special revenue funds are used to accumulate resources over a period of time in order to finance
significant budgetary expenditures in a subsequent year.

Proprietary Funds
As previously noted, the County does not operate enterprise funds; however it does operate several

internal service funds. At the end of the fiscal year, the unrestricted net assets for the County’s
various internal service funds were as follows:

e Self-Insured Health Plan: $261,649

e Self-Insured Dental Plan: $ 17,942

e Facilities and Grounds: $220,002

e Capital Repair and Replacement: $621,008

e Building Utilities: $121,630
Fiduciary Funds

The County maintains a fiduciary fund for the assets of the pension trust fund for Boone County
Matching Pension Plan for county employees. As of the end of the current fiscal year, the net assets
of the pension fund totaled $761,961, representing an increase of $244,129, or 47%, in total net
assets from the previous year. The change is primarily due to employer matching contributions and
investment income.

The County is trustee for two private-purpose trust funds. At the end of the current fiscal year, net
assets of the trust funds totaled $39,039, representing a decrease of $260 in net assets from the
previous year. The change is due to distributions made from the trust funds, pursuant to the trust
agreements.

The County is the custodian of numerous agency funds. The most common use of agency funds is
to account for pass-through activity associated with property tax collection and distribution;
however, the County administers numerous agency funds for various other purposes such as pass-
through criminal costs, inmate funds, and unclaimed fees. Since, by definition, all assets of the
agency funds are held for the benefit of other entities, there are no net assets to discuss. As of the
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end of the current fiscal year, the combined gross assets of the agency funds totaled over $103
million.

General Fund Budgetary Highlights

The final budget for the County’s general fund represents the original budget plus any supplemental
appropriations approved during the year. Prior year encumbrances are accounted for as a
reservation of fund balance and are not added to the subsequent year’s budget. Supplemental
appropriations to the General Fund for the year totaled approximately $350,000 and represent
budgetary increases associated with various grants received during the year. As previously noted,
actual revenues exceeded budgetary estimates for the year and actual expenditures were less than
appropriations resulting in a combined favorable budgetary variance. Revenues exceeded
budgetary estimates by 4% and expenditures totaled 93% of budget. Appropriate adjustments were
implemented in the Fiscal Year 2004 budget process, depending on the causal factors of the
variances.

Capital Assets and Debt Administration
Capital Assets

The County had invested over $37 million in a broad range of capital assets (net of accumulated
depreciation) at the close of the fiscal year. This amount represents a net increase of approximately
$4 million or 12%, over last year. Detailed information is provided in the schedule below.

Boone County, Missouri
Schedule of Capital Assets,
Net of Accumulated Depreciation

December 31, 2003
Governmental
Activities

Land $ 4,650,515
Construction in progress 2,228,000
Works of art 120,228
Buildings and improvements 24,272,854
Vehicles and equipment 4,488,908
Office furniture and equipment 271,849
Infrastructure 1,064,496
Total capital assets $ 37,096,850

e $1.86 million in construction in progress pertaining to the Health Department facility
and the Juvenile Justice Center expansion
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e $436,000 in infrastructure construction in progress and $1.1 million in completed and/or
developer-donated infrastructure

¢ $2.4 million in routine building, vehicle, and equipment additions and replacements

For government-wide financial presentation, all depreciable capital assets were depreciated from
acquisition date to the end of the current fiscal year. Fund financial statements, however, record
capital asset purchases as expenditures.

Capital asset retirements and disposals in the current year of $201,273 (net of accumulated
depreciation) consisted of miscellaneous vehicles, office furniture, and equipment.

Under the provisions of GASB 34, the County is required to begin prospective reporting of all
general infrastructure assets beginning in fiscal year 2003, the year of implementation. The
County’s deadline for retroactively reporting all general infrastructure assets is fiscal year 2007.
The County is continuing its efforts to compile the information needed to comply with the
retroactive reporting requirement. Accordingly, amounts presented in the schedule above and in
other sections of this CAFR reflect prospective reporting only at this time.

Long-term Debt

At the end of fiscal year 2003, the County had outstanding long-term debt obligations for
governmental activities in the amount of $6.35 million compared to $3.7 million from the previous
year. Of this amount, $959,000 are general obligation bonds issued for the Neighborhood
Improvement District program and are being retired through special assessments; $5.32 million are
special obligation bonds being retired through general fund appropriations; and $72,000 is
associated with a capital lease. The significant increase in long-term debt reflects the issuance of
$5.24 million (face value) of refunding and capital improvement special obligation bonds during
fiscal year 2003. The unamortized premium on these bonds at year-end was $84,674. The proceeds
were used to retire approximately $1.9 million in outstanding bonds, taking advantage of favorable
interest rates, and to obtain additional construction proceeds for various capital projects.

The schedule below summarizes the balance of net outstanding debt. As previously noted, the
County does not report business type activities; accordingly, all debt is attributable to governmental
activities.

Boone County, Missouri
Schedule of Net Outstanding Debt

December 31,
Fiscal Year Fiscal Year
2003 2002

Governmental Activities
General obligation debt $ 959,000 1,125,000
Special obligation debt 5,324,674 2,180,000
Note payable - 300,000
Capital lease obligation 72,064 104,673

Total $ 6,355,738 3,709,673
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Economic Outlook

The unemployment rate for Boone County remains lower than the state and national averages.
Assessed valuation continues to grow and the local economy appears stable with sales tax revenue
currently growing at a rate of 2.5 to 3.5%. All of these factors were considered in preparing the
Boone County budget for fiscal year 2004.

As previously noted, unreserved fund balance in the general fund increased during fiscal year 2003
and a portion of this unreserved fund balance, approximately $2.1 million, was appropriated for
spending in the fiscal year 2004 budget. It is intended that the use of available fund balance will
avoid the need to raise taxes or reduce appropriations during the 2004 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the finances of Boone County,
Missouri, for all those with an interest in the government’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
directed to the office of Boone County Auditor, Roger B. Wilson Government Center, 801 E.
Walnut, Room 205, Columbia, MO 65201.
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