
















CITYOFCIRCLEPINES

Management’sDiscussionandAnalysis
YearEndedDecember31, 2012

AsmanagementoftheCityofCirclePines, Minnesota (theCity), wehaveprovidedreadersoftheCity’s
financialstatementswiththisnarrativeoverviewandanalysisofthefinancialactivitiesoftheCityforthe
fiscalyearendedDecember31, 2012.  

OVERVIEWOFTHEFINANCIALSTATEMENTS

TheManagement’sDiscussionandAnalysisisintendedtoserveasanintroductiontotheCity’sbasic
financialstatements, whicharecomprisedofthreecomponents:  1) government-widefinancial
statements, 2) fundfinancialstatements, and3) notestobasicfinancialstatements.  Thisreportalso
containsotherinformationinadditiontothebasicfinancialstatementsthemselves.  

ThesefinancialstatementsincludenotonlytheCityitself (knownastheprimarygovernment), butalso
theCentennialUtilitiesCommission (theCommission) andtheCirclePinesHousingandRedevelopment
Authority (HRA).  TheCommissionandHRAarelegallyseparateentitieswhichfunction, inessence, as
partoftheCity.  Therefore, theCommissionandHRAhavebeenincluded (blended) asanintegralpartof
theCity’sfinancialstatements.  

Government-WideFinancialStatements Thegovernment-widefinancialstatementsaredesignedto
providereaderswithabroadoverviewoftheCity’sfinances, inamannersimilartoprivatesector
businesses. 

TheStatementofNetPositionpresentsinformationonalloftheCity’sassets, liabilities, anddeferred
inflows/outflowsasapplicablewiththedifferencereportedasnetposition.  Overtime, increasesor
decreasesinnetpositionmayserveasausefulindicatorofwhetherthefinancialpositionoftheCityis
improvingordeteriorating.  

TheStatementofActivitiespresentsinformationshowinghowtheCity’snetpositionchangedduringthe
mostrecentfiscalyear.  Allchangesinnetpositionarereportedassoonastheunderlyingeventgiving
risetothechangeoccurs, regardlessofthetimingofrelatedcashflows.  Thus, revenuesandexpensesare
reportedinthisstatementforsomeitemsthatwillonlyresultincashflowsinfuturefiscalperiods (for
example, delinquenttaxesandspecialassessments).  

Bothofthegovernment-widefinancialstatementsdistinguishfunctionsoftheCitythatareprincipally
supportedbypropertytaxesandintergovernmentalrevenues (governmentalactivities) fromother
functionsthatareintendedtorecoverallorasignificantportionoftheircoststhroughuserfeesand
charges (business-typeactivities).  Thegovernmentalactivitiesincludegeneralgovernment, publicsafety,  
publicworks, parksandrecreation, andinsurance.  Thebusiness-typeactivitiesoftheCityinclude
enterprisesforgas, water, sewer, stormwater, andsolidwasteutilities.  

FundFinancialStatements Afundisagroupingofrelatedaccountsthatisusedtomaintaincontrol
overresourcesthathavebeensegregatedforspecificactivitiesorobjectives.  TheCity, likeotherstate
andlocalgovernments, usesfundaccountingtoensureanddemonstratecompliancewithfinance-related
legalrequirements.  ThefundsoftheCityaredividedintotwocategories—governmentalfundsand
proprietaryfunds.  
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GovernmentalFunds Governmentalfundsareusedtoaccountforessentiallythesamefunctions
reportedasgovernmentalactivitiesinthegovernment-widefinancialstatements.  However, unlikethe
government-widefinancialstatements, governmentalfundfinancialstatementsfocusonnear-term
inflowsandoutflowsofspendableresources, aswellasthebalancesofspendableresourcesavailableat
theendofthefiscalyear.  Suchinformationmaybeusefulinevaluatingagovernment’snear-term
financingrequirements.  

Becausethefocusofgovernmentalfundsisnarrowerthanthatofthegovernment-widefinancial
statements, itisusefultocomparetheinformationpresentedforgovernmentalfundswithsimilar
informationpresentedforgovernmentalactivitiesinthegovernment-widefinancialstatements.  Bydoing
so, readersmaybetterunderstandthelong-termimpactofthegovernment’snear-termfinancing
decisions.  BoththegovernmentalfundsBalanceSheetandtheStatementofRevenue, Expenditures, and
ChangesinFundBalancesprovideareconciliationtofacilitatethecomparisonbetweengovernmental
fundsandgovernmentalactivities.  

Thefundfinancialstatementspresentinformationforeachmajorgovernmentalfundinseparatecolumns.   
Datafromthenonmajorgovernmentalfundsarecombinedintoasingle, aggregatedpresentation.   
Individualfunddataforeachofthesenonmajorgovernmentalfundsisprovidedintheformofcombining
statementselsewhereinthisreport.  TheCityadoptsanannualappropriatedbudgetfortheGeneralFund.   
Budget-to-actualcomparisonsareprovidedinthisfinancialreportforthisfund.  

ProprietaryFunds AlloftheCity’sproprietaryfundsareenterprisefunds.  Enterprisefundsareused
toreportthesamefunctionspresentedasbusiness-typeactivitiesinthegovernment-widefinancial
statements.  TheCitypresentsallenterprisefundsasmajorfundsinseparatecolumns.  

NotestoBasicFinancialStatements Thenotestobasicfinancialstatementsprovideadditional
informationthatisessentialtoafullunderstandingofthedataprovidedinthegovernment-wideandfund
financialstatements.   

SupplementalInformation Combiningstatementsfornonmajorfundsarepresentedimmediately
followingthenotestobasicfinancialstatements.    

GOVERNMENT-WIDEFINANCIALANALYSIS

ThefollowingisasummaryoftheCity’snetposition:  

GovernmentalActivitiesBusiness-TypeActivitiesTotal
201220112012201120122011

Assets
Currentandotherassets11,815,639$ 9,118,576$   6,377,411$   5,739,674$   18,193,050$ 14,858,250$ 
Capitalassets11,022,503 9,728,982 9,773,737 8,604,180 20,796,240 18,333,162

Totalassets22,838,142$ 18,847,558$16,151,148$14,343,854$38,989,290$ 33,191,412$ 

Liabilities
Currentandotherliabilities215,119$      268,068$      424,804$      500,819$      639,923$      768,887$ 
Long-termliabilities10,861,419 8,029,022 4,443,086 2,943,440 15,304,505 10,972,462

Totalliabilities11,076,538$ 8,297,090$  4,867,890$  3,444,259$  15,944,428$ 11,741,349$ 

Netposition
Netinvestmentincapital
assets2,621,753$   2,772,482$   5,655,683$   6,274,361$   8,277,436$   9,046,843$ 

Restricted1,910,901 1,188,537 309,696 309,696 2,220,597 1,498,233
Unrestricted7,228,950 6,589,449 5,317,879 4,315,538 12,546,829 10,904,987

Totalnetposition11,761,604$ 10,550,468$11,283,258$10,899,595$23,044,862$ 21,450,063$ 
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Totalnetpositionincreasedby $1,594,799in2012.  TheCitytakesaconservativefinancialapproach,  
carefullyanalyzingrevenuesandexpenses.  Theongoingmanagementofrevenueandexpenseshas
continuedtoimprovetheCity’sfinancialposition, andhasresultedinimprovedbondratingsoverthelast
severalyears.  Thishasalsoallowedustodeliverserviceswiththeleastamountofpropertytaxes. 

ThefollowingisasummaryoftheCity’schangesinnetposition:  

GovernmentalActivitiesBusiness-TypeActivitiesTotal
201220112012201120122011

Revenues
Programrevenues

Chargesforservices112,899$      109,715$      4,557,991$   5,085,817$   4,670,890$   5,195,532$ 
Operatinggrantsand
contributions39,857 42,275 28,030 71,222 67,887 113,497

Capitalgrantsandcontributions629,236 73,358          –                   –                   629,236 73,358
Generalrevenues
Propertytaxes2,868,821 2,748,638     –                   –                   2,868,821 2,748,638
Generalgrantsandcontributions131,351 238,676        –                   –                   131,351 238,676
Othergeneralrevenues238,139 205,668        –                   –                   238,139 205,668
Investmentearnings87,769 82,191 25,325 30,851 113,094 113,042
Totalrevenues4,108,072 3,500,521 4,611,346 5,187,890 8,719,418 8,688,411

Expenses
Generalgovernment443,147 472,020        –                   –                   443,147 472,020
Publicsafety1,112,815 1,125,052     –                   –                   1,112,815 1,125,052
Publicworks570,031 633,787        –                   –                   570,031 633,787
Parksandrecreation324,144 370,906        –                   –                   324,144 370,906
Insurance68,787 65,346          –                   –                   68,787 65,346
Interestandfiscalcosts378,012 362,912        –                   –                   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
Stormwater–                   –                   99,282 194,439 99,282 194,439
Solidwaste–                   –                   335,436 331,890 335,436 331,890

Totalexpenses2,896,936 3,030,023 4,227,683 4,823,356 7,124,619 7,853,379

Changeinnetposition1,211,136 470,498 383,663 364,534 1,594,799 835,032

Netposition – beginning10,550,468 10,079,970 10,899,595 10,535,061 21,450,063 20,615,031

Netposition – ending11,761,604$ 10,550,468$11,283,258$10,899,595$23,044,862$ 21,450,063$ 

TheCitycontinuestobereliantonpropertytaxestofinanceitsgovernmentalactivities.  Propertytaxes
representapproximately70percentofthetotalrevenuereceivedforgovernmentalactivities.   

Thetableaboveshowsanincreaseinthenetpositionofboththegovernmentalandbusiness-type
activities. 

Thefund-baseddiscussion, whichfollowslaterinthisreport, providesfurtherexplanationoftheCity’s
activitiesfor2012.  
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GovernmentalActivities ThefollowinggraphsillustratetheCity’sgovernmentalactivities: 

ExpensesandProgramRevenues – GovernmentalActivities
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Asiscommonwithmanycities, theCity’sgovernmentalactivitiesareprimarilyfundedwithproperty
taxes.  Capitalgrantsandcontributionsmadeup15percentofgovernmentalactivitiesrevenuesources,  
whichincreasedsignificantlyovertheprioryearduetospecialassessmentsrecognizedinthecurrent
year.  Othergeneralandprogramrevenuesfinancegovernmentalactivitiestoalesserextent.  

RevenuebySource – GovernmentalActivities
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Business-TypeActivities ThefollowinggraphsillustratetheCity’sbusiness-typeactivities:  

ExpensesandProgramRevenues – Business-TypeActivities
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Unlikegovernmentalactivities, theseactivitiesareprimarilyfundedthroughprogramrevenueslikeuser
charges.  Overall, thebusiness-typeactivitieshadpositiveoperatingresults, buttheCitywillcontinually
needtolookatutilityrateadjustmentstocoveroperationalcosts, cashflow, andinfrastructure
replacement.  Thebusiness-typeactivitiesarediscussedinmoredetailbyfundinthefollowingsection.  

RevenuesbySource – Business-TypeActivities
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GovernmentalFunds ThefollowingisasummaryoftheCity’sgovernmentalfundsendingfund
balancesincomparisonwiththeprioryear:  

FundBalancesIncrease
20122011(Decrease) 

Majorfunds
General2,564,556$      2,473,302$      91,254$ 
Specialrevenue

TaxIncrementDistrictNo. 1-1Revenue(14,964)            (382,241)          367,277
TaxIncrementDistrictNo. 1-4Revenue(419,933)          ( 479,421)          59,488

Debtservice
CapitalImprovementPlanBondsof20051,665,316 204,018 1,461,298
GeneralObligationStreetBondsof2012145,201           –                      145,201

Capitalproject
PermanentImprovementRevolving1,760,396 1,701,610 58,786
StreetProject2,457,008 1,894,113 562,895

Nonmajorfunds1,693,073 2,008,436        ( 315,363) 

Totalfundbalances9,850,653$     7,419,817$     2,430,836$ 

GeneralFund TheGeneralFundoperatingresultscanbesummarizedasfollows:  

OriginalandOver (Under)PriorYear
FinalBudgetActualFinalBudgetActual

Revenue2,107,126$    2,285,700$    178,574$       2,160,885$ 

Expenditures2,141,558 2,044,446      (97,112)          2,034,423

Excess (deficiency) of
34,432)         241,254 275,686 126,462revenueoverexpenditures

Transfersin–                    –                    –                    3,493
Transfersout–                    (150,000)        ( 150,000)        ( 1,055,000) 

Netchangeinfundbalances(34,432)$       91,254 125,686$      (925,045)         

Fundbalances
Beginningofyear2,473,302 3,398,347

Endofyear2,564,556$   2,473,302$ 

TheGeneralFundhascontinuedtoimproveitsfinancialcondition, whichtheCitybelievesisimportant
giventhesignificantstreetimprovementneedsgoingforward.  ThiswillhelpprotecttheCityfromfuture
fundingshortfalls, aswellasprovidingresourcesforunexpectedbutnecessaryexpenditures.    

TheCitybelievestheabovetablereflectsincreasedtaxrevenueandfavorablebudgetvariancesasaresult
ofagoodyearofoperationsandstrongbudgetcontrols.  AsaresultofthesefavorablevariancestheCity
approvedatransferfor $150,000totheStreetProjectCapitalProjectFund.  
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SignificantActivitiesofOtherGovernmentalFunds Theincreasesinthemajorspecialrevenuetax
incrementfundsrepresentstheexcessofpropertytaxincrementrevenuereceivedinexcessofcurrent
debttransfersmade.  Theincreaseinthemajordebtservicefundsrepresentsrefundingbondsissuedin
thecurrentyearandheldatyear-endalongwithprepaidspecialassessmentfundsreceivedonstreetbonds
issuedinthecurrentyear.  TheincreaseinthemajorcapitalprojectfundswasprimarilyintheStreet
ProjectFundduetocurrentyeardebtproceedsexceedingcurrentyearexpenditures, inadditiontothe
transferfromtheGeneralFundasdescribeonthepreviouspage. 

ProprietaryFunds TheCity’sproprietaryfundshadacombinednetpositionbalanceof $11,283,258
atDecember31, 2012.  Thechangesinnetpositionbalancesofthesefundsarelistedbelow:  

NetPositionIncrease
20122011(Decrease) 

Majorfunds
Enterprise

CirclePinesGasUtility$    1,931,0501,960,471$    29,421$ 
LinoLakesGasUtility345,734 304,931 40,803
BlaineGasUtility(273,157)        (251,509)        ( 21,648) 
WaterUtility4,      4,457,183586,436 129,253
SewerUtility2,      2,085,851180,953 95,102
StormWaterUtility1,852,675 1,787,465 65,210
SolidWasteUtility630,146 584,624 45,522

Totalnetpositio$ 10,899,59511,283,258$ 383,663$ n

Theproprietaryfundsasawholeexperiencedanincreaseintotalnetposition.  TheBlaineGasUtilityis
stillamaturingoperationandhasnotyetaccomplishedthelevelofprofitneeded.  

CapitalAssets TheCity’sinvestmentincapitalassets (netofaccumulateddepreciation) forits
governmentalandbusiness-typeactivitiesasofDecember31, 2012isasfollows:  

GovernmentalActivitiesBusiness-TypeActivitiesTotal
201220112012201120122011

Land529,453$      529,453$      4,153$          4,153$          533,606$      533,606$       
Constructioninprogress–                   –                   –                   46,336          –                   46,336
Buildingsandstructures4,495,821 4,432,466 969,194 969,194 5,465,015 5,401,660
Furnitureandequipment1,009,078 914,600 2,116,816 2,025,192 3,125,894 2,939,792
Improvementsotherthan
buildings11,683,448 10,179,972 14,281,073 12,612,465 25,964,521 22,792,437

Utilityrights–                   –                   393,682 393,682 393,682 393,682

Totalcapitalassets17,717,800 16,056,491 17,764,918 16,051,022 35,482,718 32,107,513

Accumulateddepreciation(6,695,297)    (6,327,509)    (7,991,181)    (7,446,842)    (14,686,478)  ( 13,774,351) 

Totalcapitalassets, 
netofdepreciatio$ 9,728,98211,022,503$  9,773,737$  8,604,180$  20,796,240$18,333,162$ n

Depreciationexpense464,564$      422,152$     544,339$     530,141$     1,008,903$   952,293$      
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TheCityhasanalyzeditsinfrastructureandhasanticipatedrepairsorreplacementinthenearfutureto
streets, water, sewer, andstormwatersystems.  Theexistingstreets, inatleast50percentofthe
community, arereachingtheendoftheirusefullife.  Overthenext10years, weanticipatecontinued
constructionprojectsforthereconstructionofthatinfrastructure.  

Includedinthechangeincapitalassetsisthecompletionofthe2012StreetReconstructionProject, which
includedadditionstoboththegovernmentalandenterprisefunds.    

Additionaldetailsofcapitalassetactivityfortheyearcanbefoundinthenotestobasicfinancial
statements.  

Long-TermLiabilities Thedebtservicefundsaccountfortheaccumulationofresourcestofinancethe
City’sgeneralobligationbondswithinthegovernmentalactivities.  Therevenuesourcesforthesefunds
includeannualtaxlevies, taxincrements, andspecialassessments.  Atyear-end, thetotalfundbalanceof
thesefundswas $1,908,683.  Generalobligationbondsofthebusiness-typeactivitiesandrevenuebonds
areretiredbytherevenueproducedintheassociatedenterprisefund.  Iftherewereinsufficientresources
intheenterprisefundstoretirethegeneralobligationbonds, theCitywouldbeobligatedtofindother
sourcesorlevytaxesfortheirretirement.  CompensatedabsencesarepaidforbytheGeneralFundand
respectiveenterprisefunds.  ThefollowingtablesummarizestheCity’slong-termliabilities:  

GovernmentalActivitiesBusiness-TypeActivitiesTotal
201220112012201120122011

Generalobligationbonds10,820,000$     7,990,000$       3,605,000$       2,020,000$       14,425,000$     10,010,000$      
Revenuebonds–                       –                       775,000 860,000 775,000 860,000
Compensatedabsences41,419 39,022 63,086 63,440 104,505 102,462

Total10,861,419$     8,029,022$      4,443,086$      2,943,440$      15,304,505$     10,972,462$      

TheCityhassufficientfundsonhandtomakeallrequiredbondpayments, andanticipatesanongoing
streamofrevenuetomakefuturebondpayments.  Theincreaseingeneralobligationbondsreflectsthe
City’sissuanceofstreetprojectandrefundingbonds.  

Additionaldetailsoflong-termdebtactivityfortheyearcanbefoundinthenotestobasicfinancial
statements.  

ECONOMICFACTORSANDNEXTYEAR’SBUDGETANDRATES

Economicfactorsaffectthepreparationofannualbudgets.  Thefollowingfactorwasconsideredin
preparingtheCity’sbudgetfor2013:  

ThestateofMinnesotahasseenimprovementineconomicconditionsafterseveralyearsof
significantbudgetdeficits.  

REQUESTSFORINFORMATION

Questionsconcerninganyoftheinformationprovidedinthisreportorrequestsforadditionalinformation
shouldbeaddressedbywritingtotheCityofCirclePines, 200CivicHeightsCircle, CirclePines,  
Minnesota 55014, orbycalling (763) 784–5898.  
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