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November 15, 2006

Mayor Roy Robinson

Members of the Crestwood Board of Aldermen
Government Center

One Detjen Drive

Crestwood, MO 63126

Dear Mayor Robinson and Board of Aldermen:

It is my pleasure to present the City Administrator’s FY 2007 proposed budget for the
Mayor and Board of Aldermen’s consideration. This budget document takes into account
the City’s recently adopted strategic planning process and specifically the City’s five year
goal of Crestwood becoming a financially sustainable and responsible City Government
by meeting the following objectives:

1) Adopt a Balanced Budget

2) Fund a Cash Reserve Totaling 25% of the General Fund Balance

3) Increase Sales Tax Revenue

4) Have Financial Resources to Support Defined Services and Service Levels

5) Increase Resources and Revenues to the City through Partnerships and Grants
6) Increase Cost Effective Delivery of City Services.

This budget is designed to move the City toward this five year goal by providing
taxpayers with a truly balanced City budget for FY 2007 and budgeting $168,161 in
surplus funds (revenues over expenditures) to begin to rebuild a City cash reserve. This
budget includes $158,000 and $1,001,600 in grant funding for Pardee Bridge Engineering
and Grant Road Construction. This budget also reflects operational changes made in FY
2006 in the Municipal Court, Finance Department and Police Department to increase the
cost effectiveness of City services in these critical areas through the restructuring of staff.

In addition, this budget continues the fiscal philosophy established by the Board of
Aldermen last year by developing conservative revenue projections. Further, this budget
has identified specific expenditures which are to be frozen until the Administration
determines that revenue performance is adequate to meet the City’s budget objectives.
This budgeting strategy will ensure that the City finishes FY 2007 in a stronger cash
position by building its cash reserves.

Wages and Benefits: This budget includes a 2% wage increase for all City employees
totaling approximately $94,000. This salary increase is based upon two components.
The first is a 1% increase on the employee’s base salary. The second is a $450 increase
for all employees. Other employee related costs include a 12% mid-year increase in
employee health insurance costs, a 5% mid-year increase in employee dental insurance
costs and a 15% increase in workers compensation costs. It should also be noted that the



City’s pension contribution to LAGERS decreased due to actuarial changes (General
Employees 4.4% to 3.4%, Police 11.1% to 8.6% and Fire 10.9% to 8.7%).

Staffing: This budget recommends the addition of one full time Residential Code
Enforcement Officer position, one full time Administrative Intern position to be hired
mid year and one summer Public Services Management Intern position. This budget
further recommends the combination of two positions within the Public Services General
Services Division. The Building Maintenance Technician is currently vacant and the
custodian will be retiring at the end of November. In light of the City’s financial strains,
the Director of Public Services proposed the combination of the two positions into a
Building Maintenance Technician I. In addition, two Police Officer positions were added
but never filled as part of the FY 2006 budget. This budget recommends that only one of
these positions be filled.

The Proposed FY 2007 City Budget totals $13,721,685 in total revenues and $13,517,826
in expenditures. This budget is further broken down into three funds: the General Fund,
the Park and Stormwater Fund and the Capital Improvement Fund. Below is a detailed
description of proposed revenues and expenses for each of these funds.

General Fund

The City’s General Fund accounts for the day-to-day operations of the City which
include Public Safety Services, Public Works and the general administration of the City.
In the past, this fund has lacked adequate cash to fund the operations of the City on a day
to day basis requiring the need for a line of credit. With the passage of Proposition S, a
financing plan has been developed to eliminate the need for a line of credit in 2007 and
beyond. However, this will require the City to institute efficient cash management
practices and improve its cash position over time.

Revenues: General Fund revenues total $8,999,902. This is an increase of 6.7% over
last year’s budgeted figures. Of the total General Fund Revenues, Sales Tax revenue
represents 47% of all General Fund revenues. Over the last four years this revenue
source has declined an average of 3% a year. This budget reflects a continuation of the
decline in sales tax revenue by budgeting this key revenue source at 6% below audited
2005 sales tax figures.

Property taxes make up 15.8% of all General Fund revenues. This revenue source will
experience a significant increase in FY 2007 due to the passage of Proposition S. Itis
anticipated that this new 20 cent property tax will generate an additional $520,000. All
of the proceeds from this added property tax will be used to pay off the annual
appropriation note. It should be noted that historically, General Fund property tax
revenue has been consistent over the years.

Utility taxes make up 15.9% of all General Fund revenues. Historically, this revenue
source experienced between 1% to 2% growth each year. In 2005, voters approved an
increase in gross receipt taxes for businesses adding approximately $140,000 in new



revenue. For FY 2007, this budget projects an increase of $80,000 from this revenue
source. This increase is primarily attributed to an overall increase in natural gas prices.

Business licenses make up 10.6% of all General Fund revenues. In 2005, the citizens of
Crestwood voted to increase the merchant license fee from $1 to $1.25 per $1000 of gross
receipts. For FY 2006, this revenue source is projected to collect $959,981. For FY
2007, the Administration has budgeted this revenue source to collect $962,000.

All other revenue sources in the General Fund remain relatively unchanged except
Municipal Court revenue which is budgeted at $365,000. This figure is an increase of
$100,000 over what was budgeted in FY 2006. This increase is based upon a philosophy
of more proactive law enforcement by the new Police Chief and a more efficient court
operation. This figure assumes that the court operation will average $30,000 per month.
This figure is consistent with the performance of the court over the last several months
and is expected to increase as the year progresses.

Expenditures: General Fund expenditures total $8,823,638. This is a decrease of .08%
over last year’s revised budgeted figures. All departments in the General Fund will be
expected to hold the line on operating costs in FY 2007. This budget also reflects the
elimination of a number of positions included in the FY 2006 Budget which became
vacant and were not filled.

Expenditures have stayed relatively flat from FY 2006 to FY 2007. Changes have
occurred in the personnel budgets due to the reorganization of the Finance Department,
Courts, Police and Public Services Department. With the reorganization of these
departments, as well as a decrease in the health care costs and the amount of City
contributions to LAGERS, the personnel cost have stayed relatively constant even with
the 2% increase in employees’ salary.

Another item which should be noted is the decrease in the amount for legal services. In
FY 2006, the City budgeted $250,000 and in FY 2007 the City has budgeted $140,000.
The decrease is partly due to a number of items in litigation that were settled.
Additionally, the salaries paid to the judge and the prosecuting attorneys are no longer
expensed from the legal services. For this budget, the salaries for the judge and attorney
will be paid from the Court Budget so that this budget reflects the actual expenses for the
Courts.

Given the City’s weak cash position, the following budgeted expenditures will be placed
“on hold” until it is determined that revenue performance will support these expenditures:

Vacant Police Officer: $ 67,700
Administrative Intern: $15,500
Public Services Intern: $6,000
Key Pad Locks: $1,500



It is also necessary for the General Fund to transfer to the Park/Stormwater Fund
$130,000 in order to avoid major service cuts out of this fund. Such a transfer will likely
be necessary until 2012 when the COPS 2001 Certificates for the Aquatic Center is
retired. Once this debt is retired, it is recommended that this fund repay the General Fund
all accumulated transfers.

Cash Reserve: For FY 2007, the General Fund also includes a $201,869 proposed
budget surplus to be used to rebuild the City’s depleted cash reserves. In an effort to
reach the five year goals identified during the Strategic Planning process, this surplus is
an important step in achieving fiscal sustainability.

Capital Improvements Fund

The Capital Improvements Fund is primarily funded through a % cent Capital
Improvements Sales Tax on all commercial sales within the City. The % cent sales tax
was approved in 1994 and in August of 2002 voters approved a 15 year extension of this
tax. The revenues are used to complete capital projects in the City as well as fund the
purchase of capital equipment such as vehicles and heavy machinery.

Revenues: The total revenues for the Capital Improvements Fund are budgeted at
$2,536,282 which represents a 61% increase over last year. This increase is mainly due
to the receipt of a $1 million dollar grant for the reconstruction of Grant Road.

The Capital Improvement Sales Tax is the major revenue source for this fund. In the
past, the sales tax has comprised approximately 90 to 99% of the Fund. However, this
year the sales tax comprises only 52% of the fund due to a series of grants that the City is
receiving for street projects. The City is projecting that sales tax will generate
$1,318,682 for this fund, which is a 6% decrease over the audited FY 2005 actual sales
tax numbers. The Capital Improvements Sales Tax has been declining since 2002 by an
average of 4% per year.

As stated the City will be receiving a $1 million from a federal grant for the
reconstruction of Grant Road. This is a federal grant which represents 80% of the cost to
reconstruct this road. To be eligible to receive this grant, the City is required to fund
20% of the cost which equates to approximately $260,000. Additionally, the City will be
receiving $158,000 in federal grant funding for the design of Pardee Bridge. The City is
required to provide a 20% match to this grant.

Expenditures: The total expenditures for this fund are budgeted at $2,534,410, which is
a 64% increase over the FY 2006 budgeted expenditures. This increase is mainly due to
the cost of reconstructing Grant Road. The reconstruction of Grant Road is estimated to
cost $1,261,600; however, 80% of this cost is reimbursed by a federal grant which is
accounted for in the revenues for this fund. The Public Services Department has also
budgeted $292,255 in mill and overlay projects to be completed in 2007. Additional
Public Services request include a 2.5 ton dump truck as well as a skid steer.



The Police Department has requested $95,000 for the lease/purchase of communication
equipment for the department. The communication equipment will replace the outdated
communication system that the Police Department currently operates. The
communication equipment will be leased over a five year period at approximately
$95,000 per year. At the end of the lease, the City will own the communication
equipment. Additionally, the purchase/lease of police vehicles is included in this budget
at $90,000. Staff is currently researching if leasing or purchasing the vehicles is the most
beneficial option for the City.

Other departmental requests are routine including the purchase of ten computers and a
server for the MIS Department. The Fire Department requested the purchase of eight-
stealth air cylinders and mobile radio systems. 80% of the cost of the mobile radio
systems will be funded by a federal grant.

Due to the City’s fiscal position, a number of “hold” items have been identified. These
items will not be approved for purchase until the City has examined the performance of
the revenues. The capital items on hold include:

Skid Steer: $23,000
Tasers: $1,600
Five Computers: $4,400

Since the Capital Improvement Fund should capture the time an employees spends on the
street program, the City has established a Capital Improvement Internal Service Fund.
An estimate of the amount of time each employee within the Department of Public
Services spends on streets projects was determined. This percentage estimate is applied
to each person’s salary which determines how much of the salary should be captured by
the Capital Improvement Funds. The amount that the Capital Improvements Fund should
capture is shown as a transfer from the Capital Improvements Fund to the General Fund.
The City Administration is recommending a $155,000 transfer to the General Fund.

With the elimination of the Line of Credit and the potential need to use the Non-
Expendable Trust due to the cash position for the General Fund, the Administration is
recommending that the Capital Improvements Fund does not make the $90,132 transfer
into the Non-Expendable Trust in FY 2007.

Park and Stormwater Fund

The Park and Stormwater Fund is primarily funded through a half-cent sales tax which
was approved by the voters in 2000 with no sunset provision. The revenues are used to
fund park and stormwater operations and improvements in the City which includes park
improvements, park and recreation operations and fund the debt service (COPS 2001) on
the Aquatic Center which is over $1 million each year. The COPS 2001 will be retired in
2012.



Revenues: As stated, the major revenue source for this Fund is the Park and Stormwater
Sales Tax. This tax is collected on all commercial sales within the City. The sales tax is
projected to generate $1,521,476 in revenues for FY 2007, which represents a 6%
decrease in the amount collected in FY 2005. Since its inception, this revenue source has
seen a decline of approximately 4%.

Additional revenue sources for this Fund include user fees from the Aquatic Center, the
Community Center and the Recreation Programs. Since the new Aquatic Center opened,
the City has seen a slight increase in the amount of revenues generated from this source.
This revenue source is highly dependent upon weather conditions during the summer
months. This revenue source is projected to generate $355,850 in revenues which is a
3.5% increase over the FY 2006 budgeted numbers. The other major revenue source for
this fund are the fees for participation in Recreation Programs. The Recreation Programs
are budgeted to generate $238,475 in revenues for FY 2007, which is a 4% decrease from
FY 2006.

Expenditures: The total expenditures for this fund are $2,315,383 for FY 2007 which
represents a 7% decrease from the amount budgeted in FY 2006. Even with the decrease
in expenditures, the General Fund will be transferring $130,000 to the Park Stormwater
Fund to enable this Fund to balance.

The major expenditure in this Fund is the Debt Service payment to the COPS 2001 for
the Aquatic Center, which is budgeted at $1,064,960 for FY 2007. Other major
expenditures include the operation of the Park Maintenance, Recreation Center and the
Aquatic Center. No major changes are proposed in these expenditures. Due to the
constraints of this Fund, the Administration has cut all stormwater projects from this fund
as well as most of the capital items that were requested. The two capital items that were
included in this budget are the purchase of a treadmill for the Recreation Center and
$5,000 for the capital items at the Aquatic Center. Additionally, the manager at the
Historic Facility is no long employed by the City. This has allowed the City to reduce the
expenditures in this fund by $32,000.

The Administration is recommending to place the replacement of a treadmill for $4,800
on hold until the Administration has had the opportunity to examine the revenue
performance in the Park and Stormwater Fund.

Concluding Thoughts: For nearly a decade, the City of Crestwood has face severe
financial pressures due to 1) an over reliance on sales tax revenue to fund government
services, 2) increased retail competition throughout the South County Region, 3) a pattern
of declining sales tax revenue, 4) a pattern of the cost of government exceeding available
resources and 5) the City’s use of its cash reserve to fund government operations and
once these reserves were depleted relying upon short term borrowing and a growing line
of credit to fund government services and handle cash flow.

Aggressive steps were taken with the development of the FY 2006 to realign government
spending with available revenues through deep staffing and service cuts. In April of



2006, the City was also successful in gaining voter approval of a 20 cent property tax
increase to eliminate its short term debt and its reliance on a line of credit. Throughout
2006, the City Staff has instituted quarterly financial reviews to critically evaluate
revenue performance and spending and further restructure staffing to reduce operating
costs.

The Proposed FY 2007 Budget builds upon these successes by recommending a very
tight fisted balanced budget with no growth in operating costs. This budget also includes
$168,161 toward rebuilding the City’s cash reserve. This budget has also flagged
specific expenses to be held until it is demonstrated that revenues are performing at or
above budget.

The Mayor and Board of Aldermen recently engaged in a three day strategic planning
retreat where they developed a 15 year vision for the City, five year goals, and a 25 point
action agenda. The Administration has engaged the collective talents of the entire
organization to implement this aggressive action agenda through the use of the multi-
departmental performance teams. This plan provides the City with a tangible roadmap
toward the future and should provide added energy to the organization.

Although the City has turned the corner, there are still a number of fiscal challenges that
lay ahead. The first major challenge the City faces is a decline in the sales tax revenue
which funds 51% of the City’s total budget. Westfield Mall, a major contributor to the
City’s sales tax base, remains a source of apprehension with regard to the amount of sales
tax that it is able to generate. While the City has seen successes at Watson Plaza and the
proposed Sappington Square Project will provide another source of sales tax revenue, the
City remains concerned about the overall sales taxes generated in Crestwood. Another
challenge is the reliance of the Park/Stormwater fund on the General Fund to supplement
its operating needs. A third challenge is the City’s depleted cash balance. Special efforts
must be made over the next several years to increase this balance while, at the same time,
put in place cash management procedures and policies to ensure that adequate cash is
available at all times to meet the operating costs of the City.

I would like to personally thank all of the Department Directors for their resourcefulness
and hard work in the development of this budget document. | would also like to thank
the Finance staff for all the hard work in preparing budget sheets, calculating personnel
related cost and providing other supporting documentation. Lastly, I would like to thank
the Assistant City Administrator, Justina Tate, for her hard work in projecting and re-
projecting revenue figures, adjusting and readjusting expenditure numbers and putting
this document in final form. | would also like to thank all of our employees for their
continued high level of performance during these trying times.
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OVERVIEW OF
THE CITY OF CRESTWOOD, MISSOURI

Introduction:

During FY 2006, the Board of Aldermen engaged in an intensive strategic planning
process at the end of September. Participating in this process, the Board of Aldermen
developed a vision of Crestwood, five year goals that relate to the vision and twenty five
one year action items that work toward meeting the five year goals of the City. Staff will
be updating the Board on a monthly basis on the progress of each action item and how
it relates to the vision, mission, and goals.

The Vision 2021:

“Crestwood 2021 is a ‘Community for a Lifetime’. Crestwood 2021 is the
hometown for families-safe, beautiful, great schools, and livable neighborhoods,
with quality homes. Our residents enjoy outstanding parks, opportunities for an
active life style and convenient living. Historic Route 66 is the heart of
Crestwood. Everyone takes pride in Crestwood.”

The Mission:

“The City Government’s Mission is to be a financially sustainable City that
provides superior municipal services, maintains high quality City facilities and
infrastructure, leads the City to the future and engages citizens and community,
resulting in added value to citizen’s lives.”

Five-Year Goals:

1) Financially Sustainable and Responsible City Government

2) Upgraded City Infrastructure and Facilities

3) Livable Neighborhoods with Quality Homes

4) Development of “Historic Route 66” as the Heart of Crestwood
5) Crestwood: The Community of Choice to Live

The Vision, Mission and Five-year goals will drive the development of all future budgets
in order to ensure that the City develops into the vision that the Board of Aldermen
established in 2006. As the City enters into the FY 2007 budget, there are twenty-five
action teams that are working toward accomplishing the five year goals of the City.

GENERAL INFORMATION

The land making up the area today known as the City of Crestwood was originally
occupied by the Dakotas, Osage, Shawnee and Missouri Indians. The Crestwood area
was considered a good place to farm since there are at least three known active fresh
water springs in the area. This territory remained in the hands of the Indians until
France took possession of it in 1682 as part of the French territory of Louisiana. In
1803, the United States bought all the territory from the Mississippi River to the Rocky
Mountains. Missouri applied for statehood in 1818 and became a state in 1821.
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Crestwood became a Village in 1947 and was incorporated as a fourth-class City on
July 3, 1949. The City is located in southwest St. Louis County, approximately 12 miles
southwest of the downtown St. Louis area. There are 3.6 square miles of land included
in the City’s corporate boundaries.

The name of Crestwood was decided upon by area residents because of a tree
standing at the crest of a hill on a street named Crestwood. This white oak that played
a large part in the naming of the City has been certified as over 225 years old.

The present Government Center was completed and dedicated in October 1973. The
project was an addition to the original government center, with the General
Administration, Police and Fire Departments being newly constructed. The Board of
Aldermen named the street in front of City Hall in honor of the first City Attorney, C.
Wheeler Detjen.

The City of Crestwood is one of 91 incorporated municipal governments that make up
the incorporated areas of St. Louis County. The county government provides
specialized services (maintenance of county roads, real estate and personal property
assessments and collections, election services, etc.) to the 91 municipalities, as well as
full basic services to the unincorporated area. Residents of St. Louis County elect a
County Executive and seven County Council Members, elected from County districts,
govern the County. The City of Crestwood is within the 5" County Council District.

Crestwood is represented by the 3" United States Congressional District and two
Missouri senators. The City of Crestwood is located within the 1% Missouri Senate
District and the 94" and 95™ Missouri House Districts.

In August 1997, the residents of Crestwood by a margin of nearly 9 to 1 and residents of
the Watson-Grant Road annexation area by a margin of 2 to 1 voted for an eastern
boundary expansion of the City. On February 5, 1998, the City of Crestwood was joined
by 699 households and 1,601 new residents. Crestwood police now patrol the area and
respond to 911 calls.

The Public Works department has assumed responsibility for streets in the

area. Under Missouri State law, fire and EMS services continue to be provided by the
Affton Fire Protection District. However, residents pay the City’s property tax rather
than the Affton Fire Protection District’s tax. The City, from taxes collected in the
annexed area, pays the Affton Fire Protection District what it would have otherwise
collected in property taxes. For fiscal year 2006, the City will pay $296,248 to the Affton
Fire Protection District.

ORGANIZATION OF THE GOVERNMENT
On November 8, 1994, the citizens of Crestwood voted to create a Charter Commission

to draft a Home Rule Charter designed specifically for Crestwood. The Charter vests
the powers of government in the City residents instead of the State Legislature.
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Crestwood’s voters approved the Charter on November 7, 1995. The Charter retained
the Mayor-Board of Aldermen-City Administrator form of government. All legislative
power and policy-making authority for the City rest with the Board of Aldermen.

The Board of Aldermen is comprised of two duly elected aldermen from each of the
City’s four wards. The Charter changed the length of the term of the office of aldermen
from two (2) years to three (3) years. Crestwood’s voters also chose to include term
limits for the office of Alderman. A person serving in the office of Alderman is limited to
three (3) successive, full three-year terms, not including service to complete an
unexpired term. That person is prohibited from serving again as an Alderman in that
ward for three (3) years. The terms of the two (2) aldermen representing each ward is
staggered.

The Mayor continues to be elected by Crestwood’s voters at large. The Charter
changed the length of the term of the office of Mayor from two (2) years to three (3)
years. Crestwood’s voters chose to include term limits for the office of Mayor. A person
serving in the office of Mayor is limited to three (3) successive, full three-year terms, not
including service to complete an unexpired term. That person is then prohibited from
serving again as Mayor for three years.

THE REPORTING ENTITY AND ITS SERVICES

The City of Crestwood follows Governmental Accounting Standards Board (GASB)
provisions for defining the financial reporting entity and identifying entities to be included
in its general-purpose financial statements. GASB requirements for inclusion are based
upon financial accountability, as compared with previous standards based upon
oversight responsibility. Based on these requirements, the general purposes financial
statements include all funds, account groups, agencies, boards, commissions, and
authorities for which the City is financially accountable.

PUBLIC SAFETY SERVICES

Police Department

On November 10, 1952, two full-time marshals were appointed to police the city, and
one of the marshal’s homes was used as their headquarters and jail. In 1954, the City
purchased the first police car and a Police Department office was opened. Today, the
Chief of Police directs a department that consists of 30 officers and seven civilians.
This provides a ratio of 2.9 police officers per 1,000 population.

Crestwood provides a patrol strength ranging from not less than four patrol officers
during periods of historically low service demand to as many as six patrol officers during
periods of historically high service demand. All officers are state certified. Response
time for emergency calls is consistently calculated at two minutes and non-emergency
calls at 3.5 minutes.
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In 1997, the Police Department instituted a Directed Bike Patrol Program. The new
patrol program provides quiet mobile responses, conducts vacation checks, patrols
closed or under construction streets, directs activities inside parks, and is more
accessible to business and residents. The police mountain bikes are clearly marked
and the uniformed officers carry the same equipment as the patrol cars — including
tickets.

Department of Fire Services

The Crestwood Fire Department began with 30 volunteer residents in 1954. The need
for a full-time Fire Department was realized in 1957 when businesses began opening in
the city and subdivisions were being built. In the early 1960s, the department became
fully staffed by paid qualified personnel. By 1974, the need for medical service was
identified and the City’s emergency medical service was introduced.

Today, the City staffs 24 professional fire fighters, a Fire Chief, and an Assistant Fire
Chief/Fire Marshal. All 24 firefighters are certified by the state through the St. Louis
County Fire Academy. The paramedics have completed 900 hours of training and are
state certified.

The department stresses fire prevention, as well as suppression. The department is
also responsible for inspecting local businesses and industries. These inspections are
designed to educate the owners and prevent fires from occurring. Annually,
Crestwood’s per capita fire loss is lower than the national average. The department
maintains an average response time of less than 2.5 minutes.

The department has developed an award-winning citizen’s awareness program to
educate homeowners regarding the importance of installing house numbers that are
visible and can be read from a moving emergency vehicle.

In August of 2003, voters approved a one-quarter cent Fire Protection Sales Tax
intended to help offset the $2.6 million operating budget of the Department of Fire
Services. The tax became effective January 1, 2004 with proceeds beginning in March
2004. This revenue source is designed to assist the General Operating Fund of the City,
which bears the cost of municipal fire services.

Municipal Court

The Municipal Court, led by the Board appointed Municipal Judge, includes a City
Prosecutor, Court Administrator and Deputy Court Clerk. Court is conducted formally on
three evenings each month and court offices are open during the standard business
day. The Court maintains separate bank accounts for bonds and fines collected. The
Municipal Court was reorganized in 2006 due to the retirement of a part-time employee.
The Municipal Court is now part of the City Clerk’s Office and is now staffed by a full
time Court Administrator and a Court Clerk.
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RECREATION AND PARK FACILITIES

Municipal parks have been a part of Crestwood since it became a village. The city has
a total of eight parks, which include 119 acres of land, the largest being Whitecliff Park,
which includes a recreational complex, an Aquatic Center, and a lighted athletic field
and tennis court.

Approximately 33 acres in Whitecliff Park around an old limestone quarry have been left
in a natural state for those who enjoy hiking in the woods and taking in the scenic
beauty. This ground has never been developed and is often experienced in the same
condition as it would have been 200 years ago.

In August 2000, the voters of Crestwood passed a one-half cent sales tax increase to
fund park and storm water improvements in the city. This tax became effective in
January 2001 with proceeds to the City beginning in March 2001. A portion of the
proceeds from this tax are used to retire the $8.495 million Certificates of Participation,
issued in 2001, which were used to build the Crestwood Aquatic Center and
improvements to Whitecliff Park. The remainder of the receipts fund park improvements
and maintenance, storm water projects, and capital improvements for Parks and
Recreation. Revenue from this tax for fiscal year 2005 was $1,580,294.

A storm water improvement study identified a logical strategy for solving storm water
problems in Crestwood. Funds will be used to restore creek banks, solve storm water
problems, and match funds with the Metropolitan Sewer District as necessary for storm
water projects in Crestwood. Funding is also used for storm water related
improvements in the city’s street improvement program.

In Whitecliff Park, a family aquatic center was built that includes a 25-yard by 25-meter,
ten lane multi-purpose/lap pool with two diving boards, a child play pool with three small
slides, a cargo net climber, water squirting features, and a waterfall. In addition, there is
a family play pool with a zero-depth beach entry. A lazy river, which flows around the
family play pool, features a bridge, waterfalls, and inner tubes for floating. The entire
facility was landscaped to retain the forested feel of Whitecliff Park.

Park maintenance and enhancements consist of playground improvements, including
rubberized safety surfacing, tennis court renovations, sports field improvements, and
new picnic shelters with electric service, improved paths and new curbing.

HISTORICAL FACILITY

One of the earliest known landowners and settlers in the Crestwood area was John
Sappington. Thomas Sappington, the second oldest son of John and his wife, Jemima,
was born January 11, 1783. On October 27, 1808, Thomas married Mary Ann Kinkaid,
and their marriage is the first recorded marriage in the books of St. Louis County.

The Thomas Sappington House at 1015 South Sappington Road was built by slave
labor around 1809. Architects consider it a prime example of the Federal architecture of
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the Maryland and Virginia colonies and most unusual in Missouri at the time it was built.

The City of Crestwood owns the Thomas Sappington House and the 2.2-acre park site
where it is located. The City purchased the house in 1961 and with the help of St. Louis
County and the Sappington House Restoration Committee, the house was restored. It
was opened to the public in July 1966. On June 28, 1974, the house was placed on the
National Register of Historic Places.

DEMOGRAPHICS
Information from the 2000 U.S. Census follows:

Crestwood’s population is 11,863.

Population by gender: 5,580 (47.0%) male and 6,283 female (53.0%).

Median age is 44.9 years.

Population over 65 is 2,947 (24.8%).

Population under 19 is 2,586 (21.8%).

Population enrolled in elementary or high school is 1,163 (9.8%).

Population enrolled in college is 567 (4.78%).

Average household size is 2.3 persons per unit.

The number of housing units is 5,207 with rental units comprising approximately
7% of the total.

The number of non-mortgaged household units is 2,007 (44.7%).

e Median value of an owner-occupied single family housing in Crestwood is

$130,000.

e 1,999 (39.0%) of the householders living in owner-occupied, single family units
moved into Crestwood prior to 1979.

Median family income is $64,240.

WATSON ROAD COMMERCIAL DISTRICT

The biggest boon to the City of Crestwood came in 1957 with the development of one of
the first shopping malls in the St. Louis County area. The Plaza, including a covered
parking garage, covers fifty-five acres with 1.1 million square feet of gross commercial
area, one hundred and fifty specialty stores and parking for over 4,400 cars.

Within the Watson Road commercial district, there are approximately 213 acres of land.
The predominant land use category in this area is shopping center type use, which
comprises 93 acres or 44% of the total land. Since 1958 when Crestwood Plaza
opened as a major regional shopping center serving a large part of the metropolitan
area, newer commercial development has been oriented toward the traffic generated by
Crestwood Plaza and toward the convenience needs of residents of Crestwood and the
South County area.
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In addition to the shopping center-type use, retail and services comprise 22 acres or
10% of the total land within the district. Motor vehicle oriented business, automotive
goods and services, public/semi-public, and vacant buildings account for another 32
acres or 15% of total land use. Office and residential use comprise 42 acres or 20% of
the land.

The City is concerned about the long-term future of the Watson Road commercial
district and believes that too much of any one kind of commercial development may
affect the ability of businesses to survive over the long term.

It is, therefore, the primary goal of the City through its development plan to foster a
diversity of the land uses and to maintain an aesthetic and economic atmosphere in the
district which will do the utmost to insure the long-term health of the area; and,
therefore, economic conditions. The City believes that the current development along
the Watson Road corridor will compliment the existing commercial developments.

Sales Taxes

In 1969, the City Sales Tax Act was passed in the State of Missouri, allowing cities with
population over 500 to levy, with voter approval a half-cent to one-cent sales tax. This
“point of sale” taxing system was a local option, where taxes would be collected by the
State from business within a municipality’s boundaries and distributed back to that
municipality on a monthly basis. On June 23, 1970, the City of Crestwood adopted a
one-cent sales tax thereby becoming a “point-of-sale” city.

The “A” and “B” method of distribution of sales tax became effective in St. Louis County
in February 1978. The legislation provided that cities that had enacted a local sales tax
would remain point of sale, or “A” cities, while other cities and the unincorporated areas
of St. Louis County would become part of a “pool”, or “B” cities. Thus the municipal
share of the county wide one percent sales tax would be distributed to “B” cities on the
basis of population and to “A” cities on the basis of sales within their municipality. This
legislation also stipulated that any city that is an “A” city might become a “B” city
beginning in 1980 and then every tenth year thereafter. Any city that was an “A” city and
became a "B” city may return to “A” status at any time, but may only do so once. When
this system went into effect, there were 36 “A” cities and 54 “B” cities.

For two decades, the sales tax distribution with its division between the point of sale and
pool cities was a continuing source of controversy. At the heart of the matter was the
average per capita receipt for point of sale cities versus the pool cities. In calendar year
1999, point of sale cities averaged on a per capita $194 while pool cities averaged
$115.

In December 1992, St. Louis County Executive George “Buzz” Westfall presented his
“Revenue Reform Proposal”’. This complex plan proposed addressing the municipal
sales tax disparity by: (1) freezing the “high sales tax cities at current levels of sales tax
revenue; (2) limiting very high sales tax cities to twice the county average and to
redistribute “excess” revenue to the county wide sales; (3) redistributing the “A” cities
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local use tax (two-thirds to the pool cities and one-third to the County); (4) authorizing a
one-eighth or one-quarter local option municipal sales tax.

“Cities for Growth” was formed by “A” cities in January 1993, to promote long-term
solutions to taxation within St. Louis County without damaging the revenue base of the
cities and to oppose the countywide sales tax referendum proposed by Mr. Westfall.
Since the City of Crestwood’s major source of revenue is the 1% citywide sales tax, the
City of Crestwood became an active member of “Cities for Growth, Inc.”

As a result, St. Louis County and the Cities for Growth agreed upon a compromise plan.
The major provisions of this compromise were as follows:

e point of sale cities would share existing one-cent sales tax on the basis of
a progressive sliding scale;

e the sharing of the one-cent would be phased in over a three year period
(1994, 1995, 1996);

e all areas of the county would retain current status as pool or point of sale;

e the optional one-eighth or one-quarter sales tax available to all cities
would be shared with all jurisdictions on a similar sliding scale;

e distribution of the use tax would be one-third to the County, and two-thirds
to all cities (pool and point of sale) with sales and use tax receipts below
the county-wide average and

e the county would retain a portion of sales tax lost due to future
annexations and incorporation. The Missouri Legislature passed this
compromise plan in May 1993.

Crestwood’s voters approved two sales tax increases in November 1993. The first was
a quarter cent sales tax increase that was intended to assist the city’s operating fund for
sales tax revenue lost under the “Westfall compromise”. Approximately 14 percent of
this quarter-cent tax is shared with St. Louis County and the “pool” cities.

The second was a half-cent Capital Improvements sales tax with 75% earmarked for
street improvements and the remaining 25% to fund capital improvements. This half-
cent originally had a 15-year sunset provision. Fifteen percent of the Capital
Improvements Sales Tax is shared with St. Louis County.

In the fall of 1993, the Public Works Department completed an 18-month study and
survey of street conditions throughout the City and that report documented that over
$10,000,000 was needed to bring the streets of Crestwood to an acceptable standard.

In August 2002, voters approved a 15 year extension of the Capital Improvements

Sales tax for the primary purpose of constructing a replacement police facility and
continuing the streets improvement program begun in 1996.
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2006 BALLOT PROPOSITIONS
Property Tax Increase

On January 25, 2006 the Board of Aldermen approved Ordinance No., which called for
an election in the City of Crestwood on April 5, 2006 for an increase in Property Taxes.
Proposition S asked the voters to pass a $.20 property tax for the purpose of paying the
debt and building a cash reserve for the City.

Since this was a general increase in the property tax, the tax increase needed only a
majority to pass. The residents of Crestwood voted to approve the property tax by a
vote of 2,099 in favor of the proposition to 1,340 against the proposition. The money
generated from this property tax will be placed in a separate account and will only be
used to pay the two million dollar debt the City has acquired and establish cash
reserves for the City.

With the passage of Proposition, the City was able to retire the $2 million debt and the
$1.5 million Line of Credit with Southwest Bank. Proposition S will provide the revenues
needed to the pay the Debt Service on a $2,870,000 annually appropriated held at
Royal Banks of Missouri. The $2,870,000 annually appropriated note retired the
balance on the Line of Credit and the remaining principal amount for the $2 million debt.
Additionally, the annually appropriated note allowed the City to establish cash reserves
in order to eliminate the City’s reliance on the Line of Credit. This budget year will be
the first time in three years that the City is operating without a Line of Credit.
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Governmental Funds and Basis of Accounting

Governmental Funds

The accounts of the City are organized on the basis of funds, each of which is
considered a separate accounting entity. Governmental resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled. Each fund is
considered a separate accounting entity with self-balancing accounts that comprise its
assets, liabilities, equity, revenues and expenditures. The various funds are grouped in
the basic financial statements as follows:

General Fund — The General Fund is the general operating fund of the City. It is used
to account for all financial resources, except those required to be accounted for in
another fund.

Special Revenue Fund — The Special Revenue Fund is used to account for the
proceeds of specific revenue sources (other than expendable trusts or major capital
projects) that are legally restricted to expenditures for specified purposes. The City’s
Special Revenue Fund consists of amounts collected for sewer lateral repairs.

Capital Improvements Fund — The Capital Improvements Fund is used to account for
financial resources to be used for the acquisition or construction of major capital items.

Park and Stormwater Improvement Fund — The Park and Stormwater Improvement
Fund is used to account for financial resources to be used for the acquisition or
construction of major capital items related to parks and stormwater projects.
Additionally, the financial resources from the Parks and Recreation Department are
accounted for in this Fund.

Debt Service Funds — Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt, principal, interest and related
costs for the Series 2001 Certificates of Participation.

Non-Expendable Trust Account —The Non-Expendable Trust Fund was established
by the Board of Aldermen on April 27, 2004 by Ordinance Number 3826 in order for the
City to accumulate cash reserves to be used to meet normal obligation of the General
Fund throughout the fiscal year due to cash flow shortages. The Trust Account will be
funded by annual appropriation approved by the Board of Aldermen during the budget
process for each fiscal year.

Nonmajor Funds-Nonmajor funds consist of funds established to account for the
transactions of auxiliary activities of the City. Included in these funds are the activities
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of the Sappington House, Park and Police Donations, Friends of Animals, and other
incidental activities.
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Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the basic financial statements. Basis of
accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The accounting and reporting policies of the City are prepared in accordance with
accounting principles generally accepted in the United States of America (GAAP). The
City’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements and applicable Financial Accounting Standards Board (FASB)
pronouncements, Accounting Principles Board (APB) opinions and Accounting
Research Bulletins (ARBs) of the Committee on Accounting Procedures issued after
November 30, 1989, unless they conflict with GASB pronouncements.

The City maintains its records, presents and establishes the budget on the modified
accrual basis of accounting. Revenues are recognized when they become both
measurable and available. “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough
thereafter to pay current liabilities. Sales tax becomes measurable and available two
months after collection. Gross Receipts become measurable and available one month
after collection. The City considers property taxes as available if they are collected
within sixty days after year-end. A sixty-day availability period is used for revenue
recognition for all other governmental fund revenues. Expenditures are recorded when
the related fund liability is incurred. However, debt service expenditures, as well as
expenditures related to compensated absences, are recorded only when payment is
due. Licenses, permits, fines, fees, recreation programs and miscellaneous revenues
are not susceptible to accrual because generally they are not measurable until received
in cash.

Charges for services in the governmental funds are exchange transactions, and are
recognized as revenues when received in cash because they are generally not
measurable until actually received.

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

Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of funds are recorded to reserve that portion of the
applicable appropriation, is employed in the governmental fund types. Encumbrances
outstanding at year-end are reported as reservations of fund balances since they do not
constitute expenditures or liabilities and the expense is recognized in the year of the
appropriation.
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Budget and Fiscal Policies

The significant budgeting and fiscal policies applied by the City of Crestwood, Missouri
(the “City”) in the preparation of the accompanying budget are summarized below.

Budget Submission

The City Administrator must submit to the Board of Aldermen a proposed final budget
and accompanying written narrative at least forty-five days prior to the beginning of
each fiscal year. The budget shall provide a complete financial plan of all city funds and
activities for the ensuing fiscal year and, except as required by law or by this Charter,
shall be in such form as the City Administrator deems desirable or the Board of
Aldermen may require (City Charter 7.2 (a)).

Balanced Budget

The budget and revised budget that are presented to the Board of Aldermen must
conform to the statutory requirements which states that total proposed expenditures can
not exceed estimated revenues to be received including debt issuances, transfers from
other funds, and advances from other funds and any unencumbered balance or less
any deficit established for the beginning of the budget year.

Budgeted ltems Appropriated

Adoption of the Budget shall constitute an appropriation of the amounts specified
therein as expenditures (City Charter 7.2 (f)).

Supplemental Appropriations

During the course of the fiscal year, the Board of Aldermen may by ordinance make
supplemental appropriations if the City Administrator certifies that fund will be available
for such expenditures (City Charter 7.2 (g)).

Revenue Policy

It is the goal of the City to maintain a diversified revenue system to protect the City from
fluctuations in any one-revenue source. When the City establishes rates, fees and
other charges, the City considers direct and indirect cost, and the amount charged by
similar municipalities.

Insufficient Revenues

If at any time during the fiscal year it appears probable to the City Administrator that the
revenues available will be insufficient to meet the amount appropriated, it shall be
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reported to the Mayor and Board of Aldermen without delay. The City Administrator
shall indicate the estimated amount of the deficit and any remedial action taken, and
recommend further steps to be implemented. The Board of Aldermen shall then take
such further action as it deems necessary to prevent any deficit, and for that purpose it
may by ordinance reduce appropriations (City Charter 7.2 (h)).

Transfers and Transfers after Adoption

The City Administrator may transfer all or any part of any unencumbered appropriation
balance among accounts within a department. The Board of Aldermen may by motion
of the Board transfer part or all of an unencumbered appropriation balance from one
department to another. Monies held in reserve, contingency or undesignated funds
shall be transferred or encumbered by motion of the Board of Aldermen (City Charter
7.2 (i)).

The General Fund will receive Internal Service Fund transfers from the Capital
Improvement Fund and Park and Stormwater Fund to offset the cost of staff time
dedicated to the street and park programs.

Appropriations Lapse

All appropriations shall lapse at the end of the fiscal year to the extent that they shall not
have been spent, lawfully encumbered or authorized for prorata expenditure in a fiscal
year for which a budget has not been adopted (City Charter 7.2 (j)).

Prohibited Payments and Obligations

No payment shall be made or obligation incurred against any appropriation except in
accordance with appropriations duly made. Any authorization of payment or incurring of
obligation in violation of the provisions shall be void and any payment so made shall be
illegal. Except where prohibited by law, nothing shall be construed to prevent the
making or authorizing of payments or making of contracts for capital improvements to
be financed wholly or partly by the issuance of bonds or to prevent the making of any
contract or lease providing for payments beyond the end of the fiscal year, provided that
such action is made or approved by ordinance (City Charter 7.2 (k)).

Investments

State statutes and City policy authorize the investment in obligations of the U.S.
Treasury, agencies and instrumentalities, time deposit certificates and repurchase
agreements. The City's investments are all categorized as uninsured and unregistered
for which the securities are held by the counter party's trust department or agent in the
City's name. The City will only invest in those instruments authorized by the State of
Missouri.
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Investments and cash management will be the responsibility of the Finance Director.
The following factors will be considered before the investment is issued: (1) the safety of
the investment, (2) the liquidity of the investment, (3) the yield of the investment. It is
the goal of the City to obtain the highest investment return with maximum security while
meeting daily cash flow needs and conforming to the Federal and State statutes
governing investment of public Funds.

The City will attempt to keep all idle cash fully invested in those investments which are
determined based upon the stated factors above.

Before investing in new investment opportunities, the City will thoroughly investigate
any new investment vehicle prior to committing City Funds.

Restricted Cash and Investments

Restricted cash and investments are comprised of cash deposits with banks and money
market mutual funds. The funds are restricted for use to construct certain capital assets
and for escrow reserve (as required by the certificates of participation offering circular).

Capital Program

The City Administrator shall submit to the Board of Aldermen a capital and personnel
needs program for at least a five year period, including a list of all proposed capital
improvements, replacement and personnel needs with appropriate supporting
information, cost estimates, methods of financing, time schedules, and the estimated
annual cost of operating and maintaining the proposed facilities. The program shall be
reviewed and extended each year (City Charter 7.2 (b)).

Capital Assets and Depreciation

The City’s property, plant, equipment, and infrastructure with useful lives of more than
one year are stated at original or estimated original cost and comprehensively reported.
Donated assets are stated at fair value on the date donated. The City generally
capitalizes assets with cost of $5,000 or more as purchase and construction outlays
occur. The costs of normal maintenance and repairs that do not add to the asset value
or materially extend useful lives are not capitalized. Capital assets are depreciated
using the straight-line method. When capital assets are disposed, the cost and
applicable accumulated depreciation are removed from the respective accounts, and
the resulting gain or loss is recorded in operations. Estimated useful lives for
depreciable assets are as follows:

Building and structures 40 years
Improvements other than buildings 3-15 years
Furniture, fixtures, and equipment 3-15 years
Infrastructure 20-40 years
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General infrastructure assets acquired after July 1, 2002, were recorded as capital
assets and consist of the road network assets that were acquired or that received
substantial improvements and are reported at historical cost. The costs of normal
maintenance and repairs that do not add value to the asset or materially extend the
assets lives are not capitalized.

Compensated Absences

Under terms of the City’'s personnel policy, vacations accrue immediately after
employment and employees are eligible for vacation time after six months employment
with the City. Upon termination, the employee is entitled to payment for accrued
vacation benefits. Sick leave is accumulated based upon length of service and is
available only to provide compensation during periods of illness. No portion of sick leave
is payable to the employee upon termination.
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Budget Document Process and Schedule

Work begins on the budget in late July and early August when budget guidelines
are established and budget procedures are discussed with Department Heads.
At this time budget request worksheets are given to each Department Head
along with the six-month expenditure report for the department. The budget
request worksheets are given to the departments in both paper format and
electronic format in effort to increase efficiency in the budget process. The
Department Heads are asked to complete the budget request along with the
estimate for Fiscal Year 2006 ending December 31. All Department Heads were
asked to complete departmental narratives which include accomplishments from
the previous year and goals for the up coming years. The Department Heads
have approximately two to three weeks to complete their budget request and
narratives for the upcoming year.

Department Heads are also asked to complete the Capital Request Forms for
any capital items that are anticipated in the next five years.

At the end of August when the budget and capital request are returned, the
requests are transferred into the master documents so that the request may be
reviewed by the Budget Team consisting of the City Administrator, Assistant City
Administrator and the Assistant Finance Officer. At this time, the revenue
projections and personnel budget are due. The staff within the Finance
Department completes the personnel budgets.

Once the Budget Team has reviewed the department budget request, they meet

with each individual Department Head to review the Department’s budget. At this
time, budget request can be further explained and budget adjustments are made

as a result of the meeting. Further adjustments may take place as needed.

Once City staff has finalized the budget, a draft of the budget document is sent to
each Board of Aldermen member as well as the Ways and Means Committee,
which is comprised of two Board Members and the Mayor. Staff then conducts
work sessions with the Ways and Means Committee. In mid-October, staff
meets with the Ways and Means Committee to review the projected revenues for
the General, Capital Improvements, and Park and Stormwater Fund. The budget
work session allows staff to present the revenues to the Committee and it also
gives an opportunity for the Committee to ask questions, and provide input. A
second work session is held with the committee to review the expenditures in the
General, Capital Improvements, and Park and Stormwater Fund. This work
session allows staff to present individual budgets to the Committee and it gives
an opportunity for the Committee to ask questions, provide input and decide
upon further policy goals and objectives relating to the budget

Following the work session with the Committee, the budget is adjusted to reflect
the committee’s policy directives. All other narratives and supplemental
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documents are added to the budget. The Final Budget is then distributed to the
Board of Aldermen in early November. It is required by City Charter that the
budget be delivered to the Board of Aldermen no later than forty-five (45) days
prior to the beginning of the next fiscal year. This constitutes a November 15"
deadline date.

Once the budget has been distributed to the Board, staff presents the entire
budget to the Board of Aldermen during a budget work session. This allows
Department Heads to present and explain their department’s budget. This also
allows the Board to provide their input and ask questions of Department Heads
as well as stating any financial or non-financial policies, goals or objectives they
wish to include in the budget document. Following this work session, the budget
is adjusted once more to reflect the Board of Aldermen’s policy directives.

In early December, the City conducts its public hearing and the budget is
considered by the Board of Aldermen for adoption by ordinance.
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City of Crestwood, Missouri
2007 Budget Schedule

June 12 to 17
Meet with Department Heads to distribute budget orientation packet and discuss budget process for FY
2007

July 10 to 14
Distribute six month expenditure reports and expenditure request forms to the Department Heads

July 10 to 28
Administration to review and complete revenue projections and personnel budgets

July 17 to August 18
Department Heads prepare budget request for submission to Administration and submit budget request to
Administration

August 21 to September 1
Administration compares projected revenues with Department Head request and determines the budget

gap

September 6 to 15
Administration meets with Department Heads to review budget request

September 18 to 29
Review budget and adjust expenses to balance budget

October 2 to 12
Finalize City Administrator’s draft budget

October 13
Presentation of Draft Budget to Ways and Means Committee

October 16 to November 1
Meet with Ways and Means Committee to review budgets of the three major funds and incorporate Ways
and Means Committee changes and request to the budget (Attached is a detailed tentative schedule)

November 2 to 10
Administration prepares final Budget for Board of Aldermen

November 15
Present budget to the Board of Aldermen

November 16 to 27
Administration Review the Final Budget with the Board of Aldermen and change Budget according to
Aldermen’s direction (Attached is a detailed schedule)

November 28
November 28 First Reading of budget

December 12
Public Hearing and Adoption of Budget
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City of Crestwood
2007 Budget Summary
Revenues and Expenditures
General Fund, Capital Improvements Fund, Park and Stormwater Fund

General Fund Capital Improvements Park and Stormwater
Fund Fund Total
2007 2007 2007 2007
Revenues Budget Budget Budget Budget
Sales Tax 4,207,892 1,318,682 1,521,476 7,048,050
Gross Receipts 1,444,600 - - 1,444,600
Property Tax 1,429,614 - 1,429,614
Intergovernmental 509,995 - 509,995
Licenses and Permits 962,500 - 962,500
Fines and Court Cost 365,000 - 365,000
Aquatic Center - 355,850 355,850
Community Center - 53,400 53,400
Recreation Programs - 238,475 238,475
Historic Facility - 1,900 1,900
Other Recreation - 8,500 8,500
Other Park Operations - - 2,900 2,900
Interest Income 20,000 3,000 3,000 26,000
Other Income 33,000 - - 33,000
Economic Development Fees 27,301 - - 27,301
Grant Revenues - 1,214,600 - 1,214,600
Total Revenues 8,999,902 2,536,282 2,185,501 13,721,685
Expenditures
Administration 2,161,726 104,150 - 2,265,876
Public Works 1,289,562 1,980,855 270,566 3,540,982
Public Safety 5,406,059 293,800 - 5,699,859
Recreation - - 979,857 979,857
Debt Servies - - 1,064,960 1,064,960
Total Expenditures 8,857,346 2,378,805 2,315,383 13,551,535
Transfers In (Out)
Captial Improvements 155,605 (155,605) - -
Park Stormwater (130,000) - 130,000 -
Total Transfers 25,605 (155,605) 130,000 13,551,535
Revenues Over/(Under)
Expenditures 168,161 1,872 118 170,150
2007 Budget Page 3-1
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General Fund, Capital Improvements Fund, Park Stormwater Fund Revenues CY
2007

O Sales Taxes

B Gross Receipts Taxes
O Property Taxes
OLicenses and Permits
B Other Income

O Intergovernmental

H Grant Income

O Aquatic Center

OFines and Court Costs
H Recreation Programs

O Community Center

O Interest Income

M Other Recreation Income
W Historic Facility

H Economic Development
B Other Park Operations

Summary of Revenues

Revenue Source Amount Percent of Total
Sales Taxes 7,048,050 51.36%

Gross Receipts Taxes 1,444,600 10.53%

Property Taxes 1,429,614 10.42%

Licenses and Permits 962,500 7.01%

Other Income 33,000 0.24%
Intergovernmental 509,995 3.72%

Grant Income 1,214,600 8.85%

Aquatic Center 355,850 2.59%

Fines and Court Costs 365,000 2.66%
Recreation Programs 238,475 1.74%
Community Center 53,400 0.39%

Interest Income 26,000 0.19%

Other Recreation Income 8,500 0.06%

Historic Facility 1,900 0.01%

Economic Development 27,301 0.20%

Other Park Operations 2,900 0.02%

Total Revenues 13,721,685 100%

City of Crestwood 10/30/20064:56 PM
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General Fund, Capital Improvements Fund, Park and Stormwater
Fund Expenditures CY 2007

10%

4%

53%

O Personnel

H Contractual
O Capital

O Commodites

Summary of Expenditures

City of Crestwood
2007 Budget

Category Amount  Percent of Total
Personnel 7,093,996 52.35%
Contractual 4,528,711 33.42%
Capital 1,411,877 10.42%
Commodites 516,950 3.81%

Total Expenditures 13,551,535 100%

All Fund Summary

10/30/20065:01 PM
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City of Crestwood

2007 Budget Summary

Variances
General Fund
2006 2006 2006 Percent 2007 2007 to 2006 2007 to 2006
Revenues Budget Estimate Variance Variance Budget Variance Percent Vairance
Sales Tax 4,283,833 4,390,756 106,923 102% 4,207,892 (182,864) 96%
Gross Receipts 1,364,587 1,441,144 76,557 106% 1,444,600 3,456 100%
Property Tax 962,995 1,160,603 197,608 121% 1,429,614 269,011 123%
Intergovernmental 518,460 526,643 8,183 102% 509,995 (16,648) 97%
Licenses and Permits 950,082 928,630 (21,452) 98% 962,500 33,870 104%
Fines and Court Cost 265,892 251,950 (13,942) 95% 365,000 113,050 145%
Aquatic Center - - - - - - -
Community Center - - - - - - -
Recreation Programs - - - - - - -
Historic Facility - - - - - - -
Other Recreation - - - - - - -
Other Park Operations - - - - - - -
Interest Income 7,372 19,136 11,764 260% 20,000 864 105%
Other Income 68,025 107,760 39,735 158% 33,000 (74,760) 31%
Economic Development Fees 2,000 16,549 14,549 827% 27,301 10,752 165%
Grant Revenues - - - - - - -
Total Revenues 8,423,246 8,843,171 419,925 105% 8,999,902 156,731 102%
Expenditures
Administration 2,106,834 2,000,774 (106,060) 95% 2,161,726 160,952 108%
Public Works 1,119,501 1,077,865 (41,636) 96% 1,289,562 211,697 120%
Public Safety 5,662,302 5,626,530 (35,772) 99% 5,406,059 (220,472) 96%
Recreation - - - - - - -
Debt Servies - - - - - - -
Total Expenditures 8,888,637 8,705,169 (183,468) 98% 8,857,346 152,177 102%
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City of Crestwood
2007 Budget Summary

Variances

Revenues
Sales Tax
Gross Receipts
Property Tax
Intergovernmental
Licenses and Permits
Fines and Court Cost
Aquatic Center
Community Center
Recreation Programs
Historic Facility
Other Recreation
Other Park Operations
Interest Income
Other Income
Economic Development Fees
Grant Revenues

Total Revenues

Expenditures
Administration
Public Works
Public Safety
Recreation
Debt Servies

Total Expenditures

Capital Improvements

Fund

2006
Estimate

2006
Variance

Percent
Variance

2007
Budget

2007 to 2006
Variance

2007 to 2006
Percent Vairance

152,000

1,438,218

17,000

120,000

(7,967)

15,623

(32,600)

1,599,562

1,575,218

(24,344)

101,500
419,468
728,419

123,000
379,600

21,500
(39,868)
(728,419)

1,249,387

502,600

(746,787)

99%

1235%

98%

121%
90%
0%

40%

1,318,682

3,000

1,214,600

(119,536)

(14,600)

1,094,600

2,536,282

961,064

104,150
1,980,855
293,800

(18,850)
1,601,255
293,800

2,378,805

1,876,205

92%

1012%
161%

85%
522%

473%

2007 Budget
City of Crestwood, Missouri

Summary Sheet
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City of Crestwood
2007 Budget Summary

Variances
Park and Stormwater
Fund
2006 2006 2006 Percent 2007 2007 to 2006 2007 to 2006
Revenues Budget Estimate Variance Variance Budget Variance Percent Vairance

Sales Tax 1,674,037 1,671,511 (2,526) 100% 1,521,476 (150,035) 91%

Gross Receipts - - - - -

Property Tax - - - - -

Intergovernmental - - - - -

Licenses and Permits - - - - -

Fines and Court Cost - - - - -

Aquatic Center 343,646 362,445 18,799 105% 355,850 (6,595) 98%

Community Center 55,360 44 151 (11,209) 80% 53,400 9,249 121%

Recreation Programs 248,758 226,224 (22,534) 91% 238,475 12,251 105%

Historic Facility 2,903 1,200 (1,703) 41% 1,900 700 158%

Other Recreation 8,155 8,609 454 106% 8,500 (209) 99%

Other Park Operations 1,577 2,664 1,087 169% 2,900 236 109%

Interest Income 1,032 7,000 5,968 678% 3,000 (4,000) 43%

Other Income 500 - (500) 0% - -

Economic Development Fees - - - - -

Grant Revenues 219,000 215,073 (3,927) 98% - (215,073) 0%
Total Revenues 2,554,968 2,538,877 (16,091) 99% 2,185,501 (353,376) 86%
Expenditures

Administration - - - 0% - - 0%

Public Works 297,076 272,854 (24,222) 92% 270,566 (2,288) 99%

Public Safety - - - - - 0%

Recreation 1,128,011 1,086,980 (41,031) 96% 979,857 (107,123) 90%

Debt Servies 1,068,413 1,046,265 (22,148) 98% 1,064,960 18,695 102%
Total Expenditures 2,493,500 2,406,099 (87,401) 96% 2,315,383 (90,716) 96%
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Projected Major Fund Balances at December 31, 2007

City of Crestwood, Missouri

General, Capital Improvements, Park and Stormwater and Funds

Capital Park and Total
General Improvements Stormwater Major
Fund Fund Fund Funds
Fund Balance at December 31, 2005 (FY 2005 Audit) (1,466,952) 491,625 (445,809) (1,421,136)
Budget for the Fiscal Year Ending
Ending December 31, 2006:
Projected Revenues 8,843,569 1,455,218 2,323,804 12,622,591
Grants Receivable - 120,000 215,073 335,073
Total Projected Revenues 8,843,569 1,575,218 2,538,877 12,957,664
Projected Expenditures (8,705,169) (502,600) (1,359,834) (10,567,603)
Debt Service - - (1,046,265) (1,046,265)
Total Projected Expenditures (8,705,169) (502,600) (2,406,099) (11,613,868)
Revenues Over/(Under) Expenditures 138,400 1,072,618 132,778 1,343,796
Projected Transfers In/(Out):
Internal Service Fund - Capital Improvements Fund 239,432 (239,432) - -
Internal Service Fund - Park and Stormwater Fund - - -
Long Term Repayment to General Fund 90,132 (90,132)
Total Transfers 329,564 (329,564) - -
Projected Change in Fund Balance 467,964 743,054 132,778 1,343,796
Projected Fund Balance at December 31, 2006 (998,988) 1,234,679 (313,031) (77,340)
Budget for the Fiscal Year Ending
Ending December 31, 2007:
Projected Revenues 8,999,902 1,321,682 2,185,501 12,507,085
Grants Receivable - 1,214,600 - 1,214,600
Total Projected Revenues 8,999,902 2,536,282 2,185,501 13,721,685
Projected Expenditures (8,303,638) (2,378,805) (1,250,423) (11,932,867)
Debt Service (553,708) - (1,064,960) (1,618,668)
Total Projected Expenditures (8,857,347) (2,378,805) (2,315,383) (13,551,535)
Revenues Over/(Under) Expenditures 142,555 157,477 (129,882) 170,150
Projected Transfers In/(Out):
Internal Service Fund - Capital Improvements Fund 155,605 (155,605) - -
Internal Service Fund - Park and Stormwater Fund (130,000) - 130,000 -
Total Transfers 25,605 (155,605) 130,000 -
Projected Change in Fund Balance 168,160 1,872 118 170,150
Projected Fund Balance at December 31, 2007 (830,828) 1,236,551 (312,913) 92,809

City of Crestwood, Missouri

2006 Budget

Fund Balance

Revised 12/9/2005 - 3:30 p.m.
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Analysis of Major Revenue Sources

General Fund

General Fund Revenues are typically non-restricted resources, and are therefore used
to fund the general operational expenditures of the City. Services such as: Public Safety
(police and fire services), general governance, administration and some public works
benefit from the categories within the General Fund. The 2007 budget is based upon
the receipt of taxes, licenses and permits, intergovernmental revenue, fines and court
costs, and miscellaneous revenue. Total General Fund revenue through December 31,
2007 is anticipated to reach $8,999,902.

Sales Taxes
Approximately 47% of General Fund revenues are generated by sales tax. The City is

highly dependent upon sales taxes for its daily operations. The city has approximately
690 businesses that generate sales taxes in the following categories:

| Sales Tax Allocation for the 12 month period ended June 30, 2004

8,662,792 *

* Some businesses were unable to be classified in these groups therefore, this total does not equal total sales tax revenue.

Page 4-1

Business Retail Sales
5% % 2% Group Amount Percentage

Consumer Goods 5,089,964 59%

@ Consumer Goods Restaurants 2,014,593 23%

B Restaurants Food/Drug Stores 528,046 6%

DOFood/Drug Stores Auto/Transportation 442,710 5%

O Auto/Transportation Service/Businesses 357,890 4%

D Service/Businesses Communication 151,178 2%

23% 60% B Communication Fuel/Service Stations 78,412 1%



Taxes

General Operating Sales Tax — One-Cent and Local Option/Quarter Cent Sales Tax

The City levies a one-cent tax on
all commercial (retail,
food/restaurant, special services)
sales within the city. This tax is
projected to generate $2,711,043
for the General Fund in 2007. This
represents approximately 30% of
the total General Fund revenue.

Sales Tax

Prior to 1994, the City retained all

proceeds from this sales tax. In 1994, a significant change in sales tax distribution
occurred. A revenue reform consensus plan, known as the Westfall compromise,

forced all point-of-sale cities in the St. Louis County to share

portions of its sales tax receipts with other municipalities (pool)

in St. Louis County. The plan phased in the sharing
at one-third in 1994, 1995, and 1996. The amount of
sales tax receipts shared by a municipality is a
graduated rate based upon the City’s relationship to
the countywide average for the preceding year.
Sharing begins at 7% when the City reaches the
countywide average and then increases to 12.5% as
we reach twice the countywide average. The
countywide per capita average for the sales tax
distribution was $150.42 for 2006.

Countywide
Average Per Capita
1997 133.92
1998 138.63
1999 141.82
2000 148.89
2001 146.73
2002 144.57
2003 142.47
2004 139.92
2005 142.05
2006 150.42

When the Sharing Plan was implemented, the State Legislature authorized the Local
Option sales tax. The tax was intended to aid cities in replacing the revenues lost to
the sharing plan. The tax (1/4 cent) required voter approval before it could be
collected by the City. In November of 1993, the citizens of Crestwood voted to pass
this tax with a 71% majority. Twelve and half (12.5%) percent of this tax is also

contributed (shared) to pool cities.
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In addition to the sharing, sales tax revenues are linked to the strength of the
economy. While the City experienced a substantial rise in sales tax revenue during
the 1990’s, the sales tax revenue has continued to decline since 2002.

One-Cent Sales Tax History

Fiscal Year (FY)
ends June 30/ Percentage Increase/
Calendar Year (CY) of General - Decrease
ends December 31 Amount Fund Revenue | From Prior Year
Audited FY 2002 3,191,478 38.68% 0.32%
Audited FY 2003 3,128,896 37.04% -1.96%
Audited FY 2004 2,939,532 33.56% -6.05%
6 Mth Appropriation
7/1/04-12/31/04 1,344,239 32.05% N/A
Actuals 2005 2,879,833 34.69% -2.03%
Estimated 2006 2,807,837 32.04% -2.50%
Budgeted 2007 2,711,043 29.97% -3.45%

Revenue History: One-Cent Sales Tax
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Page 4-3



It is projected that the quarter-cent local option tax on retail sales generated within
the City’s boundaries will generate $721,833 in 2007.

1/4-Cent Sales Tax History

Fiscal Year (FY)
ends June 30/ Percentage Increase/
Calendar Year (CY) of General - Decrease
ends December 31 Amount Fund Revenue | From Prior Year
Audited FY 2002 900,160 10.91% 0.32%
Audited FY 2003 882,509 10.45% -1.96%
Audited FY 2004 812,306 9.27% -7.95%
6 Mth Appropriation
7/1/04-12/31/04 397,234 9.47% N/A
Actuals 2005 767,375 9.24% -5.53%
Estimated 2006 745,366 8.51% -2.87%
Budgeted 2007 721,833 7.98% -3.16%

The graph below illustrates the five-year history of the City’s quarter-cent local option
sales tax revenue:

Revenue History: 1/4 Cent Sales Tax
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Fire Protection Sales Tax

Crestwood voters approved a quarter cent Fire Protection Tax in August 2003 and
the City began collecting this tax on January 1, 2004. The rationale for the Fire
Protection Tax is to provide funding for a portion of the $2.6 million annual expenses
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for Fire Services. It is anticipated that the City will receive $740,500 in revenues
from this tax. This represents 8% of the total estimated General Fund revenues in
2007. The Fire Tax is estimated to recover approximately 32% of the Fire
Department’s expenditures for CY 2007. This tax is not subject to the countywide
sales tax sharing.

1/4-Cent Fire Protection Sales Tax History

Fiscal Year (FY)
ends June 30/ Percentage Increase/
Calendar Year (CY) of General - Decrease
ends December 31 Amount Fund Revenue | From Prior Year
Audited FY 2002 - 0.00% N/A
Audited FY 2003 - 0.00% N/A
Audited FY 2004 380,797 4.35% N/A
6 Mth Appropriation
7/1/04-12/31/04 452,074 10.78% N/A
Actuals 2005 789,859 9.52% 107.42%
Estimated 2006 803,642 9.17% 1.74%
Budgeted 2007 740,500 8.19% -7.86%

The graph below illustrates the five-year history of the City’s quarter-cent fire
protection sales tax revenue:

Revenue History: 1/4 Fire Protection Sales Tax
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Gross Receipts Tax

The City taxes those companies providing electrical power, water service, natural
gas, telephone, and cable services. These taxes are collected on the gross receipts

of the utility company providing service
within Crestwood. Comprising 16% of total
General Fund revenue, the gross receipts
tax on utilities is anticipated to generate
$1,444,600 in CY 2007. On November 8",
2005 the citizens of Crestwood voted to
increase the business gross receipts tax on
water, cable, electric, and natural gas. This
reflects an increase from 6% to 7% for
water and natural gas, an increase from
5.7% to 7% for electric, and an increase
from 3% to 5 % for cable.

Gross Receipts

@ Sales Tax

B Gross Receipts

O Property Tax

O Intergovernmental

M Licenses and Permits
@ Fines and Court Cost
B Interest Income

O Other Income

W Economic Development
Fees

Gross Receipts Tax History

Fiscal Year (FY)
ends June 30/ Percentage Increase/
Calendar Year (CY) of General - Decrease
ends December 31 Amount Fund Revenue | From Prior Year
Audited FY 2002 1,166,763 14.14% -9.84%
Audited FY 2003 1,194,675 14.14% 2.39%
Audited FY 2004 1,283,753 14.66% 7.46%
6 Mth Appropriation
7/1/04-12/31/04 497,082 11.85% N/A
Actuals 2005 1,319,761 15.90% 2.73%
Estimated 2006 1,441,144 16.45% 9.20%
Budgeted 2007 1,444,600 15.97% 0.24%

Climate sensitive fluctuations tend to occur in each utility except telephone and

cable. In the instance of a mild winter, natural

Revenue History: Gross Receipts Tax

gas receipts decrease. A cool
summer with above average
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and water receipts to decrease.
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Property Tax

Revenues received from the

O Sales Tax

property taxes consist of Real

B Gross Receipts

Estate Taxes, Personal Property O Property Tax
Taxes, and Railroad and Utility 5 Intergovemmental
Taxes. The City will levy a property m Licenses and Permits
tax rate of $.44 per $100 of M Fines and Court Cost

B Interest Income

assessed valuation for residential
proper