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INDEPENDENT AUDITOR’S REPORT

To the City Council and Management
City of Circle Pines, Minnesota

REPORT ON THE FINANCIAL STATEMENTS

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Circle Pines, Minnesota (the
City) as of and for the year ended December 31, 2012, and the related notes to basic financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents.

MANAGEMENT?’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these basic financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of basic financial statements that are free from material misstatement, whether due to fraud
or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express opinions on these basic financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the basic financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the basic financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the City’s preparation
and fair presentation of the basic financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the City’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the basic financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

(continued)




OPINIONS

In our opinion, the basic financial statements referred to on the previous page present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City as of December 31,
2012, and the respective changes in financial position and, where applicable, cash flows thereof and the
budgetary comparison for the General Fund for the year then ended, in accordance with accounting
principles generally accepted in the United States of America.

OTHER MATTERS
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the basic financial statements that
collectively comprise the City’s basic financial statements. The introductory section and the
supplemental information, as listed in the table of contents, are presented for purposes of additional
analysis and are not required parts of the basic financial statements.

The supplemental information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the supplemental
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

(continued)



OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated April 26, 2013
on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control over financial
reporting and compliance. ‘

Milly, Moysi, Kenoolf Rdesicd], # G, P4

Minneapolis, Minnesota

April 26, 2013



CITY OF CIRCLE PINES

Management’s Discussion and Analysis
Year Ended December 31, 2012

As management of the City of Circle Pines, Minnesota (the City), we have provided readers of the City’s
financial statements with this narrative overview and analysis of the financial activities of the City for the
fiscal year ended December 31, 2012.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Management’s Discussion and Analysis is intended to serve as an introduction to the City’s basic
financial statements, which are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to basic financial statements. This report also
contains other information in addition to the basic financial statements themselves.

These financial statements include not only the City itself (known as the primary government), but also
the Centennial Utilities Commission (the Commission) and the Circle Pines Housing and Redevelopment
Authority (HRA). The Commission and HRA are legally separate entities which function, in essence, as
part of the City. Therefore, the Commission and HRA have been included (blended) as an integral part of
the City’s financial statements.

Government-Wide Financial Statements — The government-wide financial statements are designed to
provide readers with a broad overview of the City’s finances, in a manner similar to private sector
businesses.

The Statement of Net Position presents information on all of the City’s assets, liabilities, and deferred
inflows/outflows as applicable with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating.

The Statement of Activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (for
example, delinquent taxes and special assessments).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by property taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities include general government, public safety,
public works, parks and recreation, and insurance. The business-type activities of the City include
enterprises for gas, water, sewer, storm water, and solid waste utilities.

Fund Financial Statements — A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The funds of the City are divided into two categories—governmental funds and
proprietary funds.



Governmental Funds — Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as the balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental funds Balance Sheet and the Statement of Revenue, Expenditures, and
Changes in Fund Balances provide a reconciliation to facilitate the comparison between governmental
funds and governmental activities.

The fund financial statements present information for each major governmental fund in separate columns.
Data from the nonmajor governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report. The City adopts an annual appropriated budget for the General Fund.
Budget-to-actual comparisons are provided in this financial report for this fund.

Proprietary Funds — All of the City’s proprietary funds are enterprise funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. The City presents all enterprise funds as major funds in separate columns.

Notes to Basic Financial Statements — The notes to basic financial statements provide additional
information that is essential to a full understanding of the data provided in the government-wide and fund
financial statements.

Supplemental Information — Combining statements for nonmajor funds are presented immediately
following the notes to basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following is a summary of the City’s net position:

Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
Assets
Current and other assets $11,815,639 $ 9,118,576 $ 6,377.411 $ 5,739,674  $18,193,050 $14,858,250
Capital assets 11,022,503 9,728,982 9,773,737 8,604,180 20,796,240 18,333,162
Total assets $22,838,142 $18,847,558 $16,151,148 $14,343,854  $38,989,290  $33,191,412
Liabilities
Current and other liabilities $ 215119 § 268,068 $ 424,804 $ 500819 § 639,923 $§ 768,887
Long-term liabilities 10,861,419 8,029,022 4,443,086 2,943,440 15,304,505 10,972,462
Total liabilities $11,076,538 $ 8,297,090 $ 4,867.890 § 3,444,259 $15944,428 $11,741,349
Net position
Net investment in capital
assets $ 2,621,753 $§ 2,772,482 $ 5655683 $ 6274361 $ 8277436 $ 9,046,843
Restricted 1,910,901 1,188,537 309,696 309,696 2,220,597 1,498,233
Unrestricted 7,228,950 6,589,449 5,317,879 4,315,538 12,546,829 10,904,987
Total net position $11,761,604  $10,550,468 $11,283,258 $10,899,595 $23,044,862  $21,450,063
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Total net position increased by $1,594,799 in 2012. The City takes a conservative financial approach,
carefully analyzing revenues and expenses. The ongoing management of revenue and expenses has
continued to improve the City’s financial position, and has resulted in improved bond ratings over the last
several years. This has also allowed us to deliver services with the least amount of property taxes.

The following is a summary of the City’s changes in net position:

Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
Revenues
Program revenues
Charges for services $ 112899 $§ 109,715 $ 4557991 $ 5085817 $ 4,670,890 $ 5,195,532
Operating grants and
contributions 39,857 42275 28,030 71,222 67,887 113,497
Capital grants and contributions 629,236 73,358 - - 629,236 73,358
General revenues
Property taxes 2,868,821 2,748,638 - - 2,868,821 2,748,638
General grants and contributions 131,351 238,676 - - 131,351 238,676
Other general revenues 238,139 205,668 - - 238,139 205,668
Investment earnings 87,769 82,191 25,325 30,851 113,094 113,042
Total revenues 4,108,072 3,500,521 4,611,346 5,187,890 8,719,418 8,688,411
Expenses
General government 443,147 472,020 - - 443,147 472,020
Public safety 1,112,815 1,125,052 - - 1,112,815 1,125,052
Public works 570,031 633,787 - - 570,031 633,787
Parks and recreation 324,144 370,906 - - 324,144 370,906
Insurance 68,787 65,346 - - 68,787 65,346
Interest and fiscal costs 378,012 362,912 - - 378,012 362,912
Gas - - 2,726,165 3,229,750 2,726,165 3,229,750
Water - - 474,200 450,439 474,200 450,439
Sewer - - 592,600 616,838 592,600 616,838
Storm water - - 99,282 194,439 99,282 194,439
Solid waste — — 335,436 331,890 335,436 331,890
Total expenses 2,896,936 3,030,023 4,227,683 4,823,356 7,124,619 7,853,379
Change in net position 1,211,136 470,498 383,663 364,534 1,594,799 835,032
Net position — beginning 10,550,468 10,079,970 10,899,595 10,535,061 21,450,063 20,615,031
Net position — ending $11,761,604 $10,550,468 $11,283,258 $10,899,595 $23,044,.862 $21,450,063

The City continues to be reliant on property taxes to finance its governmental activities. Property taxes
represent approximately 70 percent of the total revenue received for governmental activities.

The table above shows an increase in the net position of both the governmental and business-type
activities.

The fund-based discussion, which follows later in this report, provides further explanation of the City’s
activities for 2012.



Governmental Activities — The following graphs illustrate the City’s governmental activities:

Expenses and Program Revenues — Governmental Activities
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As is common with many cities, the City’s governmental activities are primarily funded with property
taxes. Capital grants and contributions made up 15 percent of governmental activities revenue sources,
which increased significantly over the prior year due to special assessments recognized in the current

year. Other general and program revenues finance governmental activities to a lesser extent.

Revenue by Source — Governmental Activities
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Business-Type Activities — The following graphs illustrate the City’s business-type activities:

Expenses and Program Revenues — Business-Type Activities
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Unlike governmental activities, these activities are primarily funded through program revenues like user
charges. Overall, the business-type activities had positive operating results, but the City will continually
need to look at utility rate adjustments to cover operational costs, cash flow, and infrastructure
replacement. The business-type activities are discussed in more detail by fund in the following section.

Revenues by Source — Business-Type Activities
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Governmental Funds — The following is a summary of the City’s governmental funds ending fund
balances in comparison with the prior year:

Fund Balances Increase
2012 2011 (Decrease)
Major funds
General $ 2,564,556 $ 2,473,302 $ 91,254
Special revenue
Tax Increment District No. 1-1 Revenue (14,964) (382,241) 367,277
Tax Increment District No. 1-4 Revenue (419,933) (479,421) 59,488
Debt service
Capital Improvement Plan Bonds of 2005 1,665,316 204,018 1,461,298
General Obligation Street Bonds of 2012 145,201 — 145,201
Capital project
Permanent Improvement Revolving 1,760,396 1,701,610 58,786
Street Project 2,457,008 1,894,113 562,895
Nonmajor funds 1,693,073 2,008,436 (315,363)
Total fund balances $ 9,850,653 $ 7,419,817 $ 2,430,836

General Fund — The General Fund operating results can be summarized as follows:

Original and Over (Under) Prior Year
Final Budget Actual Final Budget Actual
Revenue $ 2,107,126 $ 2,285,700 $ 178,574 $ 2,160,885
Expenditures 2,141,558 2,044,446 (97,112) 2,034,423
Excess (deficiency) of
revenue over expenditures (34,432) 241,254 275,686 126,462
Transfers in — — — 3,493
Transfers out - (150,000) (150,000) (1,055,000)
Net change in fund balances $  (34,432) 91,254 $ 125,686 (925,045)
Fund balances
Beginning of year 2,473,302 3,398,347
End of year $ 2,564,556 $ 2,473,302

The General Fund has continued to improve its financial condition, which the City believes is important
given the significant street improvement needs going forward. This will help protect the City from future
funding shortfalls, as well as providing resources for unexpected but necessary expenditures.

The City believes the above table reflects increased tax revenue and favorable budget variances as a result
of a good year of operations and strong budget controls. As a result of these favorable variances the City
approved a transfer for $150,000 to the Street Project Capital Project Fund.

-10-



Significant Activities of Other Governmental Funds — The increases in the major special revenue tax
increment funds represents the excess of property tax increment revenue received in excess of current
debt transfers made. The increase in the major debt service funds represents refunding bonds issued in
the current year and held at year-end along with prepaid special assessment funds received on street bonds
issued in the current year. The increase in the major capital project funds was primarily in the Street
Project Fund due to current year debt proceeds exceeding current year expenditures, in addition to the
transfer from the General Fund as describe on the previous page.

Proprietary Funds — The City’s proprietary funds had a combined net position balance of $11,283,258
at December 31, 2012. The changes in net position balances of these funds are listed below:

Net Position Increase
2012 2011 (Decrease)
Major funds
Enterprise
Circle Pines Gas Utility $ 1,960,471 $ 1,931,050 $ 29,421
Lino Lakes Gas Utility 345,734 304,931 40,803
Blaine Gas Utility (273,157) (251,509) (21,648)
Water Utility 4,586,436 4,457,183 129,253
Sewer Utility 2,180,953 2,085,851 95,102
Storm Water Utility 1,852,675 1,787,465 65,210
Solid Waste Utility 630,146 584,624 45,522
Total net position $ 11,283,258 $ 10,899,595 $ 383,663

The proprietary funds as a whole experienced an increase in total net position. The Blaine Gas Ultility is
still a maturing operation and has not yet accomplished the level of profit needed.

Capital Assets — The City’s investment in capital assets (net of accumulated depreciation) for its
governmental and business-type activities as of December 31, 2012 is as follows:

Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
Land $ 529453 § 529453 § 4153  § 4,153 $ 533,606 $ 533,606
Construction in progress - — - 46,336 — 46,336
Buildings and structures 4,495,821 4,432,466 969,194 969,194 5,465,015 5,401,660
Furniture and equipment 1,009,078 914,600 2,116,816 2,025,192 3,125,894 2,939,792
Improvements other than
buildings 11,683,448 10,179,972 14,281,073 12,612,465 25,964,521 22,792,437
Utility rights — — 393,682 393,682 393,682 393,682
Total capital assets 17,717,800 16,056,491 17,764,918 16,051,022 35,482,718 32,107,513
Accumulated depreciation (6,695.297) (6,327.509) (7,991,181) (7,446,842)  (14,686,478)  (13,774,351)
Total capital assets,
net of depreciation $11,022,503 § 9,728,982 $ 9,773,737 § 8,604,180  $20,796,240  $18,333,162
Depreciation expense $ 4064564 § 422,152 $§ 544339 § 530,141 § 1,008,903 $ 952,293
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The City has analyzed its infrastructure and has anticipated repairs or replacement in the near future to
streets, water, sewer, and storm water systems. The existing streets, in at least 50 percent of the
community, are reaching the end of their useful life. Over the next 10 years, we anticipate continued
construction projects for the reconstruction of that infrastructure.

Included in the change in capital assets is the completion of the 2012 Street Reconstruction Project, which
included additions to both the governmental and enterprise funds.

Additional details of capital asset activity for the year can be found in the notes to basic financial
statements.

Long-Term Liabilities — The debt service funds account for the accumulation of resources to finance the
City’s general obligation bonds within the governmental activities. The revenue sources for these funds
include annual tax levies, tax increments, and special assessments. At year-end, the total fund balance of
these funds was $1,908,683. General obligation bonds of the business-type activities and revenue bonds
are retired by the revenue produced in the associated enterprise fund. If there were insufficient resources
in the enterprise funds to retire the general obligation bonds, the City would be obligated to find other
sources or levy taxes for their retirement. Compensated absences are paid for by the General Fund and
respective enterprise funds. The following table summarizes the City’s long-term liabilities:

Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011

General obligation bonds ~ $ 10,820,000 $ 7,990,000 § 3,605,000 $ 2,020,000 $ 14,425,000 $ 10,010,000

Revenue bonds - - 775,000 860,000 775,000 860,000
Compensated absences 41,419 39,022 63,086 63,440 104,505 102,462
Total $ 10861419 §$ 8,029,022 $ 4443086 $§ 2943440 $ 15304505 $ 10972462

The City has sufficient funds on hand to make all required bond payments, and anticipates an ongoing
stream of revenue to make future bond payments. The increase in general obligation bonds reflects the
City’s issuance of street project and refunding bonds.

Additional details of long-term debt activity for the year can be found in the notes to basic financial
statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Economic factors affect the preparation of annual budgets. The following factor was considered in
preparing the City’s budget for 2013:

e The state of Minnesota has seen improvement in economic conditions after several years of
significant budget deficits.

REQUESTS FOR INFORMATION
Questions concerning any of the information provided in this report or requests for additional information

should be addressed by writing to the City of Circle Pines, 200 Civic Heights Circle, Circle Pines,
Minnesota 55014, or by calling (763) 784-5898.

-12-



BASIC FINANCIAL STATEMENTS




Assets
Cash and temporary investments
Receivables
Accounts
Accrued interest
Taxes — delinquent
Special assessments — delinquent
Special assessments — deferred
Due from other governmental units
Internal balances
Prepaid expenses and supplies
Land held for resale

Restricted assets — temporarily restricted
Cash and investments for bond refunding

Capital assets
Not depreciated
Depreciated, net
Total capital assets, net of depreciation

Total assets

Liabilities
Accounts and contracts payable
Salaries payable
Accrued interest payable
Due to other governmental units

Long-term liabilities
Due within one year
Due in more than one year
Total long-term liabilities

Total liabilities

Net position

Net investment in capital assets
Restricted for

Debt service

Capital acquisition

Park dedicated improvements

Street improvements

Tax increment allowable costs
Unrestricted

Total net position

Total liabilities and net position

See notes to basic financial statements

CITY OF CIRCLE PINES

Statement of Net Position

as of December 31, 2012
Governmental Business-Type
Activities Activities Totals
$ 8,749,612 $ 5,244,010 $ 13,993,622
29,921 630,516 660,437
13,960 5,986 19,946
82,943 - 82,943
6,858 12,090 18,948
* 835,853 28,923 864,776
949,442 6,532 955,974
-(323,236) 323,236 -
- 126,118 126,118
15,318 - 15,318
1,454,968 - 1,454,968
529,453 4,153 533,606
10,493,050 9,769,584 20,262,634
11,022,503 9,773,737 20,796,240
$ 22,838,142 $ 16,151,148 $ 38,989,290
$ 95,487 $ 327,189 $ 422,676
4,595 9,252 13,847
- 115,037 51,035 166,072
- 37,328 37,328
2,446,419 258,086 2,704,505
8,415,000 4,185,000 12,600,000
10,861,419 4,443,086 15,304,505
11,076,538 4,867,890 15,944,428
2,621,753 5,655,683 8,277,436
1,074,203 47,750 1,121,953
- 261,946 261,946
284,658 - 284,658
452,274 - 452,274
99,766 - 99,766
7,228,950 5,317,879 12,546,829
11,761,604 11,283,258 23,044,862
$ 22,838,142 $ 16,151,148 $ 38,989,290
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CITY OF CIRCLE PINES

Statement of Acfivities
Year Ended December 31, 2012

Net (Expenses)
Program Revenues Revenue and Changes in Net Position
Operating Capital Business-
Charges for Grants and Grants and  Governmental Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities
General government $ 443,147 $§ 58532 § - 3 - § (384,615 $ - $ (384,615
Public safety 1,112,815 22,609 39,857 - (1,050,349) - (1,050,349)
Public works 570,031 31,758 - 607,862 69,589 - 69,589
Parks and recreation 324,144 - - 21,374 (302,770) - (302,770)
Insurance 68,787 - - - (68,787) - (68,787)
Interest and fiscal costs 378,012 — - - (378,012) — (378,012)
Total governmental activities 2,896,936 112,899 39,857 629,236 (2,114,944) - (2,114,944)
Business-type activities
Gas 2,726,165 2,767,904 - - - 41,739 41,739
Water 474,200 584,716 8,000 - - 118,516 118,516
Sewer 592,600 683,764 - - - 91,164 91,164
Storm water 99,282 163,321 - - - 64,039 64,039
Solid waste 335,436 358,286 20,030 — — 42,880 42,880
Total business-type activities 4,227,683 4,557,991 28,030 — — 358,338 358,338
Total governmental and
business-type activities $7,124619 $4,670,890 § 67,887 § 629,236 (2,114,944) 358,338 (1,756,606)
General revenues
Property taxes ) 2,868,821 - 2,868,821
General grants and contributions 131,351 - 131,351
Other general revenues 238,139 - 238,139
Investment earnings 87,769 25,325 113,094
Total general revenues 3,326,080 25,325 3,351,405
Change in net position 1,211,136 383,663 1,594,799
Net position — beginning 10,550,468 10,899,595 21,450,063
Net position — ending $11,761,604 $11,283258  §$23,044,862

See notes to basic financial statements
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CITY OF CIRCLE PINES

Reconciliation of the Balance Sheet to the
Statement of Net Position
Governmental Funds
as of December 31, 2012

Total fund balances — governmental funds $ 9,850,653
Amounts reported for governmental activities in the Statement of Net Position are different because:

Capital assets used in governmental activities are not financial resources and, therefore, are not

reported as assets in governmental funds.
Cost of capital assets 17,717,800
Less accumulated depreciation (6,695,297)

Long-term liabilities are not due and payable in the current period and, therefore, are not reported

as liabilities in the funds.
General obligation bonds payable (10,820,000)
Compensated absences (41,419)

Certain revenues are included in net position, but are excluded from fund balances until they are
available to liquidate liabilities of the current period. : 1,864,904

Accrued interest payable is included in net position, but is excluded from fund balances until due
and payable. (115,037)

Total net position — governmental activities $§ 11,761,604

See notes to basic financial statements
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CITY OF CIRCLE PINES

Reconciliation of the Statement of
Revenue, Expenditures, and Changes in Fund Balances
to the Statement of Activities
Governmental Funds
Year Ended December 31, 2012

Total net change in fund balances — governmental funds v ‘ $ 2,430,836
Amounts reported for governmental activities in the Statement of Activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the Statement of

Activities, the cost of those assets is allocated over the estimated useful lives as depreciation

expense.
Capital outlays 1,758,085
Depreciation expense (464,564)

The amount of debt issued is reported in the governmental funds as a source of financing. Debt
obligations are not revenues in the Statement of Activities, but rather constitute long-term liabilities. (7,135,000)

Repayment of general obligation bonds is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net Position. 4,305,000

Interest on long-term debt in the Statement of Activities differs from the amount reported in the
governmental funds because interest is recognized as an expenditure in the funds when it is due, and
thus requires the use of current financial resources. In the Statement of Activities, however, interest
expense is recognized as the interest accrues, regardless of when it is due. 29,043

Compensated absences are included in the change in net position, but do not require the use of
current funds, and are not included in the change in fund balances. (2,397)

Certain revenues (including delinquent taxes and special assessments) are included in the change in
net position, but are excluded from the change in fund balances until they are available to liquidate
liabilities of the current period. 290,133

Change in net position — governmental activities $ 1,211,136

See notes to basic financial statements
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CITY OF CIRCLE PINES

Statement of Revenue, Expenditures, and Changes in Fund Balances
Budget and Actual
General Fund

Year Ended December 31, 2012

Original and Over (Under)
Final Budget Actual Final Budget
Revenue
Taxes $ 1,901,190 $ 2,032,618 $ 131,428
Licenses and permits 32,750 58,532 25,782
Intergovernmental revenue 73,786 73,588 (198)
Charges for services 34,900 31,758 (3,142)
Fines and forfeits 25,000 22,609 (2,391)
Other revenue
Investment earnings 15,000 27,123 12,123
Miscellaneous 24,500 39,472 14,972
Total revenue 2,107,126 2,285,700 178,574
Expenditures
Current :
General government 417,652 379,642 (38,010)
Public safety 1,080,036 1,087,631 7,595
Public works 191,030 158,542 (32,488)
Parks and recreation 384,590 349,844 (34,746)
Insurance 68,250 68,787 537
Total expenditures 2,141,558 2,044,446 (97,112)
Excess (deficiency) of revenue
over expenditures (34,432) 241,254 275,686
Other financing uses
Transfers (out) — (150,000) (150,000)
Net change in fund balances $ (34,432) 91,254 $ 125,686
Fund balances
Beginning of year 2,473,302
End of year $ 2,564,556

See notes to basic financial statements
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Assets

Current assets
Cash and temporary investments
Receivables
Accounts
Utilities — customers
Miscellaneous
Accrued interest
Special assessments — delinquent
Special assessments — deferred
Due from other governmental units
Due from other funds
Prepaid expenses and supplies
Total current assets

Capital assets
Land
Buildings and structures
Furniture and equipment
Improvements other than buildings
Utility rights

Accumulated depreciation
Net capital assets

Total assets

Liabilities and Net Position

Current liabilities
Accounts and contracts payable
Salaries payable
Accrued interest payable
Due to other governmental units
Due to other funds
Compensated absences payable — current
Bonds payable — current
Total current liabilities

Noncurrent liabilities
Bonds payable, net of current portion
Total liabilities

Net position
Net investment in capital assets
Restricted for
Debt service
Capital acquisition
Unrestricted
Total net position

Total liabilities and net position

See notes to basic financial statements

CITY OF CIRCLE PINES
Statement of Net Position

Proprietary Funds
as of December 31, 2012

Business-Type Activities — Enterprise Funds

Circle Pines Lino Lakes Blaine Storm

Gas Utility Gas Utility Gas Utility Water Utility Sewer Utility Water Utility Solid Waste Utility Total
$ 479,339 $ - $ - $ 2,656,476 $ 1,373,624 $ 103,751 $ 630,820 $ 5,244,010
198,662 219,053 7,939 16,661 128,251 27,292 25,677 623,535
6,981 - - - - - - 6,981
1,616 - - 2,538 931 277 624 5,986
- - - 12,090 - - - 12,090
- - - 28,923 - - - 28,923
5,461 - - 149 - - 922 6,532
792,474 - - 10,000 - 281,178 - 1,083,652
114,730 10,267 — 730 391 — — 126,118
1,599,263 229,320 7,939 2,727,567 1,503,197 412,498 658,043 7,137,827
- - - - 4,153 - - 4,153
25,238 1,937 - 931,521 10,498 - - 969,194
667,387 560,544 30,855 401,791 456,239 - - 2,116,816
1,778,036 1,161,001 357,199 4,283,538 3,634,808 3,066,491 - 14,281,073
- 393,682 - - - - - 393,682
2,470,661 2,117,164 388,054 5,616,850 4,105,698 3,066,491 - 17,764,918
1,482,169 1,308,805 80,034 2,455,690 1,797,091 867,392 - 7,991,181
988,492 808,359 308,020 3,161,160 2,308,607 2,199,099 — 9,773,737
$ 2,587,755 $ 1,037,679 $ 315,959 $ 5,888,727 $ 3,811,804 $ 2,611,597 $ 658,043 $ 16,911,564
$ 133,189 $ 143,686 $ 3,671 $ 11,195 $ 9,808 $ - $ 25,640 $ 327,189
4,909 1,998 117 1,307 921 - - 9,252
4,939 890 2,669 14,912 18,703 8,922 — 51,035
8,389 20,538 283 5,861 - - 2,257 37,328
- 422,349 338,067 - - - - 760,416
25,465 21,333 853 9,016 6,419 - - 63,086
49,398 8,901 26,701 40,000 45,000 25,000 - 195,000
226,289 619,695 372,361 82,291 80,851 33,922 27,897 1,443,306
400,995 72,250 216,755 1,220,000 1,550,000 725,000 - 4,185,000
627,284 691,945 589,116 1,302,291 1,630,851 758,922 27,897 5,628,306
538,099 727,208 326,510 1,901,160 713,607 1,449,099 - 5,655,683
27,750 5,000 15,000 - - - - 47,750
- - 261,946 - - - - 261,946
1,394,622 (386,474) (876,613) 2,685,276 1,467,346 403,576 630,146 5,317,879
1,960,471 345,734 (273,157) 4,586,436 2,180,953 1,852,675 630,146 11,283,258
§ 2587755 $ 1,037,679 $ 315,959 $ 5,888,727 $ 3811804 $ 2,611,597 $ 658,043 $ 16911564
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CITY OF CIRCLE PINES
Statement of Revenue, Expenses, and Changes in Net Position

Proprietary Funds
Year Ended December 31, 2012

Business-Type Activities — Enterprise Funds

Circle Pines Lino Lakes Blaine Storm Solid
Gas Utility Gas Utility Gas Utility Water Utility Sewer Utility Water Utility Waste Utility Total
Operating revenues
Charges for sales and services
Gas $ 1,397.439 $ 1,343,141  § 27,324 $ - 3 - 3 - 3 - 3 2,767,904
Water - - - 526,901 - - - 526,901
Sewer — — — — 683,764 — — 683,764
Storm sewer — — — — — 163,321 — 163,321
Solid waste — — — — — — 357214 357214
Total operating revenues 1,397,439 1,343,141 27,324 526,901 683,764 163,321 357214 4,499,104
Operating expenses
Cost of sales and services 1,042,396 1,016,375 20,566 154,340 375,213 4,657 335,436 2,948,983
Administration 205,364 149,269 9,224 115,924 57,684 - - 537,465
Depreciation expense 72,547 88,971 11,095 173,422 122,932 75,372 — 544339
Franchise fee 39,136 45,391 — — — — — 84,527
Total operating expenses 1,359,443 1,300,006 40,885 443 686 555,829 80,029 335,436 4115314
Operating income (loss) 37,996 43,135 (13,561) 83,215 127,935 83,292 21,778 383,790
Nonoperating revenues (expenses)
Intergovernmental - - - 8,000 - - 20,030 28,030
Investment earnings 6,837 — — 10,737 3,938 1,171 2,642 25325
Other income — — — 57,815 — — 1,072 58,887
Interest and amortization of discount on bonds (15,412) (2,332) (8,087) (30,514) (36,771) (19,253) — (112,369)
Total nonoperating revenues (expenses) (8,575) (2,332) (8,087) 46,038 (32,833) (18,082) 23,744 (127)
Change in net position 29,421 40,803 (21,648) 129,253 95,102 65,210 45,522 383,663
Net position
Beginning of year 1,931,050 304,931 (251,509) 4,457,183 2,085,851 1,787,465 584,624 10,899,595
End of year $ 1,960,471 $ 345734 § (273,157)  $ 4,586,436 $ 2,180,953 $ 1,852,675 $ 630,146  § 11,283,258

See notes to basic financial statements
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CITY OF CIRCLE PINES

Notes to Basic Financial Statements
December 31, 2012

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES
A. Organization

The City of Circle Pines, Minnesota (the City) operates under the “Optional Plan A” form of government
as defined in Minnesota Statutes, Chapter 412. Under this plan, the government of the City is run by a
council composed of an elected mayor and four councilmembers. The City Council exercises legislative
authority and determines all matters of policy.

The accounting policies of the City conform to accounting principles generally accepted in the United
States of America as applicable to governmental units.

B. Reporting Entity

As required by accounting principles generally accepted in the United States of America, these financial
statements include the City (the primary government) and its component units. Component units are
legally separate entities for which the primary government is financially accountable, or for which the
exclusion of the component unit would render the financial statements of the primary government
misleading. The criteria used to determine if the primary government is financially accountable for a
component unit includes whether or not the primary government appoints the voting majority of the
potential component unit’s board, is able to impose its will on the potential component unit, is in a
relationship of financial benefit or burden with the potential component unit, or is fiscally depended upon
by the potential component unit.

The City Council appoints the voting majority of the Centennial Utilities Commission’s Board. The
Circle Pines Housing and Redevelopment Authority (HRA) Board is comprised of the same members as
the City Council. Based on the general level of control by the City over these entities, the Centennial
Utilities Commission and the HRA are included as component units of the City. The financial data of
these component units are blended with that of the City (reported as though their funds were funds of the

City).

The City also participates in two joint ventures which are not included in the City’s financial statements.
Descriptions and condensed financial information for these joint ventures are included later in these notes.

C. Government-Wide Financial Statements

The government-wide financial statements (Statement of Net Position and Statement of Activities)
display information about the reporting government as a whole. These statements include all of the
financial activities of the City. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on sales, fees, and charges for support.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment; 2) operating grants and contributions; and 3) capital grants and contributions, including special
assessments that are restricted to meeting the operational or capital requirements of a particular function
or segment. Taxes and other internally directed revenues are reported as general revenues.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the fiscal year for which they are levied while special assessments are recognized when
certified. Grants and similar items are recognized as revenue when all eligibility requirements imposed
by the provider have been met.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. However, charges between the City’s enterprise funds and other functions are not eliminated,
as that would distort the direct costs and program revenues reported in those functions. Depreciation
expense is included in the direct expenses of each function. Interest on long-term debt of governmental
activities is considered an indirect expense and is reported separately on the Statement of Activities.

D. Fund Financial Statement Presentation

Separate fund financial statements are provided for governmental and proprietary funds. Major individual
governmental and enterprise funds are reported as separate columns in the fund financial statements.
Aggregated information for the remaining nonmajor governmental funds is reported in a single column in
the fund financial statements.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized when it becomes 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 be used to pay liabilities of the
current period. For this purpose, the City considers revenues to be available if collected within 60 days
after year-end. Uncollected revenue which is measurable at year-end, but not available, is recorded as a
receivable with an offsetting amount recorded to a deferred revenue liability.

Major revenue that is susceptible to accrual includes intergovernmental revenue, charges for services, and
interest earned on investments. Only the portion of taxes and special assessments meeting the availability
criteria is considered to be susceptible to accrual as revenue of the current period. Revenue that is not
susceptible to accrual includes licenses and permits, fees, and miscellaneous revenue. Such revenue is
recorded only when received because it is not measurable until collected. Grants and similar items are
recognized when all eligibility requirements imposed by the provider have been met.

Expenditures are generally recorded when a liability is incurred, except for principal and interest on
long-term debt and compensated absences, which are recognized as expenditures to the extent they have
matured. Capital asset acquisitions are reported as capital outlay expenditures in the governmental funds.
Proceeds of long-term debt and acquisitions under capital leases are reported as other financing sources.

Proprietary funds financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, similar to the government-wide financial statements. Proprietary funds
distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the City’s enterprise
funds are charges to customers for sales and services. The operating expenses for the enterprise funds
include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Description of Funds
The City reports the following major governmental funds:

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

Tax Increment District No. 1-1 South Special Revenue Fund — This fund accounts for the
collection of tax increments from District No. 1-1, redistributes those resources to funds responsible
for related debt requirements, and accounts for the allowable capital costs to develop the District.

Tax Increment District No. 1-4 North Special Revenue Fund — This fund accounts for the
collection of tax increments from District No. 1-4, redistributes those resources to funds responsible
for related debt requirements, and accounts for the allowable capital costs to develop the District.

Capital Improvement Plan Bonds of 2005 Debt Service Fund — This fund accounts for the
collection of resources for, and the repayment of, debt issued to finance the Centennial Lakes Police
Department facilities.

General Obligation Street Bonds of 2012 Debt Service Fund — This fund accounts for the
collection of resources for, and the repayment of, debt issued to finance the 2012 Street Improvement
Project.

Permanent Improvement Revolving Capital Project Fund — This fund is used to account for the
financial resources to be used for capital improvements of the City’s governmental activities.

Street Project Capital Project Fund — This fund is used to account for the financial resources to be
used for capital improvements of city streets and surrounding areas.

The City reports the following major proprietary funds:

Circle Pines, Lino Lakes, and Blaine Gas Utility Enterprise Funds — These funds are used to
account for the operation, maintenance, and improvement of the City’s gas utility systems within the
cities of Circle Pines, Lino Lakes, and Blaine.

Water Utility Enterprise Fund — The Water Utility Enterprise Fund is used to account for the
operation, maintenance, and improvement of the City’s water utility system.

Sewer Utility Enterprise Fund — The Sewer Utility Enterprise Fund is used to account for the
operation, maintenance, and improvement of the City’s sewer utility system.

Storm Water Utility Enterprise Fund — The Storm Water Utility Enterprise Fund is used to account
for the operation, maintenance, and improvement of the City’s storm water utility system.

Solid Waste Utility Enterprise Fund — The Solid Waste Utility Enterprise Fund is used to account
for the operation, maintenance, and improvement of the City’s solid waste utility system, including
recycling services.

E. Cash and Investments

Cash and temporary investments include balances from all funds that are combined and invested to the
extent available in various securities as authorized by state law. Earnings from the pooled investments
are allocated to the respective funds on the basis of applicable cash balance participation by each fund.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and investments held by trustee include balances held in segregated accounts that are established for
specific purposes. The City currently has a refunding bond escrow account held by trustee, used to retire
refunded bond issues and to pay interest on refunding bond issues until the crossover refunding dates.
Interest earned on these investments is allocated directly to those accounts.

The City generally reports investments at fair value, except for investments in 2a7-like external
investment pools, which are stated at amortized cost. The Minnesota Municipal Money Market (4M)
Fund is an external investment pool regulated by Minnesota Statutes and the Board of Directors of the
League of Minnesota Cities that is not registered with the Securities and Exchange Commission (SEC),
but follows the same regulatory rules of the SEC under rule 2a7. The City’s investment in this fund is
measured at the net asset value per share provided by the pool, which is based on an amortized cost
method that approximates fair value. The fund is not rated by a nationally recognized rating agency.

F. Receivables

Utility and miscellaneous accounts receivable are reported at gross. Since the City is generally able to
certify delinquent amounts to the county for collection as special assessments, no allowance for
uncollectible accounts has been provided on current receivables. The only receivables not expected to be
fully collected within one year are property taxes receivable and special assessments receivable.

G. Property Taxes

Property tax levies are set by the City Council in December of each year, and are certified to Anoka
County for collection in the following year. In Minnesota, counties act as collection agents for all
property taxes. The county spreads the levies over all taxable property. Such taxes become a lien on
January 1 and are recorded as receivables by the City on that date. Real property taxes may be paid by
taxpayers in two equal installments on May 15 and October 15. Personal property taxes are due in full on
May 15. The county provides tax settlements to cities and other taxing districts three times a year; in
July, December, and January.

Property taxes are recognized as revenue in the year levied in the government-wide financial statements
and proprietary fund financial statements. In the governmental fund financial statements, taxes are
recognized as revenue when received in cash or within 60 days after year-end. Taxes which remain
unpaid on December 31 are classified as delinquent taxes receivable, and are offset by deferred revenue in
the governmental fund financial statements.

H. Special Assessments

Special assessments represent the financing for public improvements paid for by benefiting property
owners. Special assessments are recorded as receivables upon certification to the county. Special
assessments are recognized as revenue in the year levied in the government-wide financial statements and
proprietary fund financial statements. In the governmental fund financial statements, special assessments
are recognized as revenue when received in cash or within 60 days after year-end. Governmental fund
special assessments receivable which remain unpaid on December 31 are offset by deferred revenue in the
governmental fund financial statements.

I. Interfund Receivables and Payables

Activity between funds that is representative of lending or borrowing arrangements is reported as either
“due to/from other funds” (current portion) or “advances to/from other funds.” All other outstanding
balances between funds are reported as “due to/from other funds.” Any residual balances outstanding
between the governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances.”
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
J. Prepaid Expenses and Supplies

The inventories of the City’s proprietary funds are recorded as prepaid expenses and supplies at the lower
of cost or market on the first-in, first-out basis. Prepaid items are reported using the consumption method
and recorded as an expenditure/expense at the time of consumption.

K. Land Held for Resale
The land is stated at the lower of cost or net realizable value.
L. Capital Assets

Capital assets, which include land, buildings and structures, furniture and equipment, improvements other
than buildings (infrastructure assets), utility rights, and construction in progress, are reported in the
applicable governmental or business-type activities columns in the government-wide financial statements.
Such assets are capitalized at historical cost, or estimated historical cost for assets where actual historical
cost is not available. Donated assets are recorded as capital assets at their estimated fair market value at
the date of donation. The City defines capital assets as those with an initial, individual cost of $500 or
more with an estimated useful life in excess of one year. The cost of normal maintenance and repairs that
do not add to the value of the asset or materially extend asset lives are not capitalized.

Capital assets are recorded in the government-wide and proprietary fund financial statements, but are not
reported in the governmental fund financial statements. Interest incurred during the construction phase of
capital assets for business-type activities is included as part of the capitalized value of the assets
constructed. Capital assets are depreciated using the straight-line method over their estimated useful
lives. Land and construction in progress are not depreciated. Useful lives vary from 10 to 50 years for
buildings and structures, 3 to 20 years for furniture and equipment, 5 to 50 years for improvements other
than buildings, and 10 years for utility rights.

M. Compensated Absences Payable

Substantially all regular full-time and permanent part-time city employees earn annual leave at various
rates based on longevity. Unused annual leave may be accumulated up to a maximum of 240 hours for
employees with less than 15 years of employment with the City and 280 hours with over 15 years of
employment. These compensated absences are paid to an employee leaving in good standing, at their
current rate of pay. Compensated absences payable are accounted for as long-term liabilities as described
in the following section. The General Fund and enterprise funds are used to liquidate this liability.

N. Long-Term Liabilities

In the government-wide and proprietary fund financial statements, long-term debt and other long-term
obligations are reported as liabilities. If they are material, bond premiums, discounts, and issuance costs
are deferred and amortized over the life of the bonds using the straight-line method.

In the governmental fund financial statements, long-term debt and other long-term obligations are not
reported as liabilities. The face amount of debt issued is reported as other financing sources. Premiums
or discounts on debt issuances are reported as other financing sources or uses, respectively. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures. Principal and interest on long-term debt and compensated absences are recorded as
expenditures in the governmental fund financial statements to the extent they have matured.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
O. Budgets and Budgetary Accounting

Each fall the City Council adopts a General Fund budget for the following fiscal year beginning
January 1. The City has established budgetary control at the fund level. Budget appropriations lapse at
year-end. Budget amounts are presented on a modified accrual basis of accounting and include
amendments adopted by the City Council during the year.

P. Statement of Cash Flows

For purposes of the Statement of Cash Flows, the City considers all highly liquid debt instruments with an
original maturity from the time of purchase by the City of three months or less to be cash equivalents.
The proprietary funds’ portion in the government-wide cash and investment management pool is
considered to be cash equivalent.

Q. Risk Management

The City is exposed to various risks of loss related to torts: theft of, damage to, and destruction of assets;
errors and omissions; and natural disasters. The City participates in the League of Minnesota Cities
Insurance Trust (LMCIT), a public entity risk pool for its general property and casualty, workers’
compensation, and other miscellaneous insurance coverages. LMCIT operates as a common risk
management and insurance program for a large number of cities in Minnesota. The City pays an annual
premium to LMCIT for insurance coverage. The LMCIT agreement provides that the trust will be
self-sustaining through member premiums and will reinsure through commercial companies for claims in
excess of certain limits. The City also carries commercial insurance for certain other risks of loss. Settled
claims resulting from these risks have not exceeded insurance coverage in any of the past three fiscal
years. There were no significant reductions in insurance coverage in 2012.

R. Use of Estimates

The preparation of financial statements, in accordance with accounting principles generally accepted in
the United States of America, requires management to make estimates that affect amounts reported in the
financial statements during the reporting period. Actual results could differ from such estimates.

S. Fund Balance Classifications and Flow Assumptions

In the fund financial statements, governmental funds report fund balance in classifications that disclose
constraints for which amounts in those funds can be spent. These classifications are as follows:

e Nonspendable — Consists of amounts that are not in spendable form, such as prepaid items,
inventory, and other long-term assets.

e Restricted — Consists of amounts where there are limitations imposed on their use through
external restrictions imposed by creditors, grantors, laws or regulations of other governments, or
enabling legislation.

e Committed — Consists of amounts that can be used only for the specific purposes determined by
a formal action of the City’s highest level of decision-making authority. The City Council is the
highest level of decision-making authority for the City that can, by adoption of a resolution prior
to the end of the fiscal year, commit fund balance. Once adopted, the limitation imposed by the
resolution remains in place until a similar action is taken (the adoption of another resolution) to
remove or revise the limitation.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e Assigned — Consists of internally imposed constraints for amounts intended to be used by the
City for specific purposes but do not meet the criteria to be classified as committed. Assigned
amounts represent intended uses established by the City Council itself or by an official to which
the City Council delegates the authority. The City Council may also assign fund balance as it
does when appropriating fund balance to cover a gap between estimated revenue and
appropriations in the subsequent year’s appropriated budget. Unlike commitments, assignments
generally only exist temporarily. In other words, an additional action does not normally have to
be taken for the removal of an assignment. Conversely, as discussed above, an additional action
is essential to either remove or revise a commitment.

e Unassigned — The residual classification for the General Fund, which also reflects negative
residual amounts in other funds.

When both restricted and unrestricted resources are available for use, the City first uses restricted
resources, then use unrestricted resources as they are needed. When committed, assigned, or unassigned
resources are available for use, the City uses resources in the following order: 1) committed, 2) assigned,
and 3) unassigned.

T. Net Position Classifications and Flow Assumptions

In the government-wide and proprietary fund financial statements, net position represents the difference
between assets, liabilities, deferred inflows/outflows as applicable. Net position is displayed in three
components:

e Net Investment in Capital Assets — Consists of capital assets, net of accumulated depreciation,
reduced by any outstanding debt attributable to acquire capital assets.

¢ Restricted Net Position — Consists of net position restricted when there are limitations imposed
on their use through external restrictions imposed by creditors, grantors, or laws or regulations of
other governments, or enabling legislation.

e Unrestricted Net Position — All remaining net position that do not meet the definition of
“restricted” or “net investment in capital assets.”

The City applies restricted resources first when an expense is incurred for which both restricted and
unrestricted resources are available.

U. Restricted Assets

Restricted assets are cash and cash equivalents whose use is limited by legal requirements such as a bond
indenture. Restricted assets are reported only in the government-wide financial statements. In the fund
financial statements these assets have been reported as “cash and investments held by trustee.”

V. Change in Accounting Principle

For the fiscal year ended December 31, 2012, the City implemented Governmental Accounting Standards
Board (GASB) Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position”. This statement changed how governmental entities present a
statement of net position, adding two new basic financial statement elements, and replacing “net assets”
with “net position” as the terminology used to describe the difference between the other four elements.
The two basic financial statement elements added are. “deferred inflows of resources” and “deferred
outflows of resources”. These new elements are di<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>