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May 7, 2003

To the Honorable Mayor,

City Council, City Manager, and
Citizens of the

City of Minot, North Dakota 58701

Ladies and Gentlemen,

The City Council requires an annual audit of the books of account, financial records, and transactions of all
administrative departments of the City by independent certified public accountants selected by the City
Council. Pursuant to that requirement, we hereby issue the Comprehensive Annual Financial Report of the
City of Minot, North Dakota, for the fiscal year ended December 31, 2002. This set of financial statements
was prepared by the City's Finance Department in conformity with accounting principles generally accepted
in the United States of America (GAAP) and audited in accordance with auditing standards generally
accepted in the United States of America by a firm of licensed certified public accountants.

This report consists of management’s representations concerning the finances of the City of Minot.
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
management of the City of Minot has established a comprehensive internal control framework that is
designed both to protect the government’s assets from loss, theft, or misuse and to compile sufficient
reliable information for the preparation of these financial statements in conformity with GAAP. Because the
cost of internal controls should not outweigh their benefits, the City of Minot's comprehensive framework of
internal controls has been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the best of our
knowledge and belief, these financial statements are complete and reliable in all material respects.

Eide Bailly, LLP, a firm of licensed certified public accountants have audited the City of Minot’s financial
statements. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City of Minot, North Dakota for the fiscal year ended December 31, 2002, are free of
material misstatement. The independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement presentation.
This requirement has been complied with and the independent auditor's report has been included as the
first component of the financial section of this report.



The Honorable Mavor City Council and City M

The independent audit of the financial statements of the City of Minot, North Dakota was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The
standards governing Single Audit engagements require the independent auditor to report not only on the
fair presentation of the financial statements, but also on the audited government’s internal controls and
compliance with legal requirements, with special emphasis on internal controls and legal requirements
involving the administration of federal awards. These reports are available in the Single Audit Section of
this report.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of Management's Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement MD&A and should be read in conjunction with it. The City of Minot's
MD&A can be found immediately following the report of the independent auditors.

Profile of the Government

The City of Minot, incorporated on July 16, 1887, is located in the north central part of North Dakota. The
City of Minot currently occupies a land area of approximately 15 square miles and serves a population of
36,567. Located twelve miles north of the City of Minot, and a definite part of the community, is one of the
nation's largest Air Force bases. The economic impact of the Minot Air Force Base on the City of Minot
during 2002 was $283.8 million. During 2002, the Minot Air Force Base had over $52.5 million in
construction, services and other expenditures. Minot Air Force Base serves as the home for over 10,150
active duty personnel and their dependents. Many of the personnel assigned to the base choose to reside
in the City of Minot during their tour of duty and after their discharge. The relationship between the citizens
of Minot and those of the base is one of mutual cooperation and friendliness.

The City of Minot is empowered to levy a property tax on real property located within its boundaries. It is
also empowered by state statute to extend its corporate limits by annexation, which occurs periodically
when deemed appropriate by the City Council.

The City of Minot operates under Home Rule Charter, established July 23, 1909, with a council-manager
form of government. Policy-making and legislative authority are vested in a city council consisting of the
mayor and 14 aldermen. The city council is responsible, among other things, for passing ordinances,
adopting the budget, appointing committees, and hiring both the city manager and city attorney. The city
manager is responsible for carrying out the policies and ordinances of the council, and for overseeing the
day-to-day operations of the city government. The council is elected on a non-partisan basis. Council
members serve four-year staggered terms, with 7 council members elected every two years. The mayor is
elected to serve a four-year term and is elected at large. The aldermen are elected by ward.

The City of Minot provides a full range of services contemplated by statute or charter. This includes police
and fire protection, the construction and maintenance of highways, streets, and other infrastructure,
sanitation, health and social services, planning and community development, water and sewer, cemetery,
airport, and general administrative services necessary to serve the citizens of the City.

Vi



The Honorable Mavor City Council and City M

The annual budget serves as the foundation for the City of Minot's financial planning and control. Al
departments and agencies of the City of Minot submit requests for appropriation to the city manager in May
of each year for the ensuing year’s budget, which begins on January 1st. Budget-to-actual comparisons are
provided in this report for each individual governmental fund for which an appropriated annual budget has
been adopted. For the general fund and major special revenue funds this comparison is presented on
pages 20 through 23 as part of the basic financial statements for the governmental funds. For nonmajor
governmental funds, other than the general fund, with appropriated annual budgets, this comparison is
presented in the governmental fund subsection of this report, on page 67.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City of Minot operates.

Local economy. Minot is an extremely cost-efficient and cost-effective business location. Services,
utilities, real estate — almost every cost involved in doing business is significantly lower in Minot than
anywhere else in the United States.

Minot's centralized location in North America and its high-quality transportation make it an excellent site for
both businesses and manufacturers.

The community and the local government are pro-business as well, offering needed resources, business
counseling, and innovative financing opportunities. A growing sales tax base, a strong labor force, and a
solid foundation of business and industry assistance makes Minot a dynamic and attractive place to do
business.

The City has a variety of industrial sites and industrial parks that are adaptable to virtually every business
need. Minot can offer industrial and commercial property, as well as existing buildings, at very reasonable
costs. One of the community’s strengths is its room to grow a business: from a small enterprise to a major
international firm.

The City continues with the practice of maintaining current levels of service, building cash reserves, and
preserving our basic infrastructure in a responsible manner. To pursue that practice, the City will continue
to obtain the maximum use of each dollar expended, and with an attitude of achieving and maintaining
those objectives in an orderly and responsible manner.

The financial position of the City remains sound with management continuing to administer the financial

policies established by the City Council in a prudent and effective manner. A continuation of that
cooperative effort will assure the citizens a healthy future.

Vil



The Honorable Mavor City Council and City M

Long-term financial planning. The City of Minot continually plans into the future for anticipated
construction projects and infrastructure needs. One of our largest projects is the Northwest Area Water
Supply Project (NAWS)-which will bring Missouri River water to Minot and Northwest North Dakota,
ensuring an adequate water supply for the future. Construction began in 2002, with anticipated completion
to Minot in 2007. The project will extend to Northwest North Dakota with that phase expected to last until
2014. Funding for the NAWS project is from a 1% City Sales Tax dedicated to this project, along with state
and federal funding.

There are several highway projects anticipated. The 16t Street underpass is scheduled to be completed
in the spring of 2003. The reconstruction of South Broadway from 7t Ave SW to 19t Ave SW will continue.
The funding for these projects will come from the highway fund, along with state and federal funding.

Several facilities are scheduled for remodeling. The old fire station located at City Hall will be remodeled
for additional space for the police department. This is scheduled to begin in early 2003. Construction of a 3
million gallon water storage facility on North Hill is scheduled for 2003. The City Bus Department will make
improvements by adding two new bus stalls. The police department remodel will be funded with Sales Tax-
Capital Improvement funds. The water tank will be funded with water and sewer revenues. The Bus
building improvements will be funded through a Federal Grant in 2003.

Cash management policies and practices. Cash temporarily idle during the year was invested in
certificates of deposit, obligations of the U.S. Treasury, and various Federal Agency securities. The
maturities of the investments range from 3 months to 2 years, with an average maturity of 8 months. The
average yield on investments was 3.00 percent. (Investment income includes appreciation in the fair value
of investments. Increases in fair value during the current year, however, do not necessarily represent
trends that will continue; nor is it always possible to realize such amounts, especially in the case of
temporary changes in the fair value of investments that the government intends to hold to maturity.)

Risk management. The City of Minot provides for health insurance claims with a self-funded insurance
plan. A third party administrator operates the self-funded insurance plan. The financial statements of the
plan are shown in the internal service funds of the City.

The City is a member of the North Dakota Insurance Reserve Fund. NDIRF is a self-insurance pool
established to provide general liability, public official’s errors and omissions, and auto and inland marine
coverage for North Dakota state agencies and political subdivisions. The Fund also provides loss control
and claim service.

Other risk management achievements include the implementation of a city-wide safety program, which
provides for safety training, an accident review board, and accident prevention techniques. Additional
information on the City of Minot’s risk management activity can be found in Note V. A of the notes to the
financial statements.

VIl



The Honorable Mavor City Council and City M

Pension and other postemployment benefits. The City of Minot participates in two separate defined
benefit pension plans. The City of Minot also provides postretirement health care benefits for certain
retirees and their dependents. As of the end of the current fiscal year, there were 23 retired employees
receiving these benefits, which are financed on a pay-as-you-go basis. GAAP does not require
governments to report a liability in the financial statements in connection with an employer’s obligation to
provide these benefits.

Additional information on the City of Minot’s pension arrangements and postemployment benefits can be
found in Notes V. C & D in the notes to the financial statements.

Awards. The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Minot for its
Comprehensive Annual Financial Report for the fiscal year ended December 31, 2001. This was the 19t
consecutive year that the government has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the Government Finance Officers Association to determine its
eligibility for another certificate.

Acknowledgements. The preparation of this report on a timely basis could not be accomplished without
the efficient and dedicated services of the entire staff of the Finance Department. | would like to express

my appreciation to all members of the department who assisted and contributed to the preparation of this
report. | would also like to thank the Mayor and City Council for their unfailing support and for maintaining
the highest standards of professionalism in the management of the City of Minot's finances.

Respectfully submitted,

-

¢ I/-I‘;J;f' T
Robert Frantsvog
City Auditor
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INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Minot, North
Dakota, as of and for the year ended December 31, 2002, which collectively comprise the City’s basic
financial statements as listed in the table of contents. We have also audited the financial statements of
each of the City’s nonmajor governmental, nonmajor enterprise, internal service and fiduciary funds
presented as supplementary information in the accompanying combining and individual fund financial
statements as of and for the year ended December 31, 2002, as listed in the table of contents. These
financial statements are the responsibility of the City of Minot’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

As described in Note F., the City retroactively restated capital assets to include infrastructure assets as
required by the provisions of GASB Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, as of December 31, 2002.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Minot, North Dakota, as of December 31,
2002, and the respective changes in financial position and cash flows, where applicable, thereof and the
respective budgetary comparison for the General Fund, Sales Tax-Economic Development Fund, and the
Sales Tax-NW Area Water Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America. In addition, in our opinion, the financial statements
referred to above present fairly, in all material respects, the respective financial position of each nonmajor
governmental, nonmajor enterprise, internal service, and fiduciary fund of the City of Minot, North
Dakota, as of December 31, 2002, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated April 10, 2003,
on our consideration of the City's internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

15 Second Ave. SWe Suite 306 PO Box 1907 ® Minot, North Dakota 58702-1907701.852.2517 @ Fax 701.857.0175
Offices in Arizona, lowa, Minnesota, Montana North Dakota, and South Dakota — Equal Opportunity Employer



The management’s discussion and analysis on pages 3 through 9 are not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The schedule of expenditures of federal awards as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Minot, North Dakota
April 10, 2003



CITY OF MINOT, NORTH DAKOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Minot, we are pleased to offer readers of the City of Minot’s
financial statements this narrative overview and analysis of the City’s financial activities for the
fiscal year ended December 31, 2002, with comparative data for the fiscal year ended December
31, 2001. We encourage readers to consider it in conjunction with the additional information
presented in the accompanying letter of transmittal, the basic financial statements, the fund
financial statements, and the notes to the financial statements.

FINANCIAL HIGHLIGHTS

e The net assets of the City of Minot increased by $11,327,315 as a result of the current year’s
operations. Net assets of our business type activities increased by $ 5,029,943 or 10%, and
net assets of our governmental activities increased by $ 6,297,372 or 6.3%.

e Total revenues from all sources were $43,371,904. This is an increase of $ 967,038 over
2001. The majority of this increase was from increased property and tax revenues.

e Total cost of all programs was $ 32,044,589. This is an increase of $1,061,788 over 2001.
The main reason for this increase was the additional depreciation expense associated with
adding infrastructure to our Capital assets.

e Governmental net assets totaled $46,458,914, which was an increase of $ 6,297,372
over 2001. The main reason for this increase was the additions to infrastructure during
2002.

e Governmental revenues exceeded expenditures by $6,297,372. In 2001, revenues
exceeded expenditures by $6,500,119.

e Unreserved fund balance for the General Fund was $2,965,453, 24.2% of the total general
fund expenditures. This is a decrease from 2001 by $ 68,053.

USING THIS ANNUAL REPORT

This annual report presents the following three components of the financial statements:

1. Government-wide financial statements provide information for the City as a whole.

2. Fund financial statements provide detailed information for the City’s significant funds.

3. Notes to the financial statements provide additional information that is essential to
understanding the government-wide and fund statements.

This report also contains other supplementary information in addition to the basic financial
statements.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad overview
of the City of Minot’s finances, in a manner similar to a private-sector business.

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

(CONTINUED)



The Statement of Activities presents information on how the City’s net assets changed during the
most recent fiscal year. This statement is presented using the accrual basis of accounting, which
means that all changes in net assets 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 the statement for some items that will only result in cash flows in future fiscal
periods (for example, uncollected sales tax, and earned but unused vacation leave).

Both the Statement of Net Assets and the Statement of Activities present information as follows:
o Governmental activities — This includes most of the City’s basic services which are
primarily supported by property and sales taxes, interest income, user fees and
intergovernmental revenues.
o Business-type activities — This includes those services which are intended to recover
all or a significant part of their costs through user fees.

The government-wide financial statements begin on page 13.
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 of Minot, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

The fund financial statements provide detailed information about the City’s significant funds — not
the City as a whole. The City’s funds can be divided into three categories — governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. The
governmental fund statements provide a detailed short-term view of the government operations
and the basic services it provides, and are reported on the modified accrual basis of accounting
which focuses on available spendable resources. This allows the reader to evaluate the City’s
short-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 fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate the comparison between the governmental funds and the government-wide financial
statements.

The City of Minot maintains 26 individual governmental funds. Information is presented
separately in the governmental fund balance sheet and statement of revenues, expenditures, and
changes in fund balances for the general fund, and the following major funds: sales tax economic
development fund, sales tax NAWS fund, highway debt service fund, and special assessment
debt service fund. Data from the 21 other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements, which begin on page 59.

The City of Minot adopts an annual budget for the general fund, sales tax economic development
fund, and sales tax NAWS fund. A budgetary comparison statement has been provided to
demonstrate compliance.

The governmental fund financial statements begin on page 16.

4
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Proprietary funds. The City of Minot maintains two types of proprietary funds. Enterprise funds
are used to report activities that charge for services it provides to outside customers. The
Enterprise funds are presented as business-type activities in the government-wide statements.
The City of Minot uses enterprise funds to account for its Airport, Sanitation and Water and Sewer
operations, as major funds, and its Cemetery and Parking Authority operations, as nonmajor
funds. Internal Service funds are used to report activities that provide supplies and services to
other City programs and activities. The City of Minot uses internal service funds to account for
its central garage and for the self-funded insurance program. Because both of these services
predominantly benefit governmental rather than business-type functions, they have been included
within governmental activities in the government-wide financial statements.

Proprietary fund statements provide the same type of information as the government-wide
statements, only in more detail. Both internal service funds are combined into a

single, aggregated presentation in the proprietary fund financial statements. Individual fund data
for the internal service funds is provided in the form of combining statements elsewhere in this
report. Individual fund data for the non-major proprietary funds is provided in the form of
combining statements which begin on page 81.

The basic proprietary fund statements begin on page 24.

Fiduciary Funds. The City of Minot is a trustee for its employees’ pension plans. It is also
responsible for other assets that are held on behalf of others. The City is responsible for ensuring
the assets reported in these funds are used for their intended purpose. The City’s fiduciary
activities are reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary
Net Assets. These activities have been excluded from the City’s other financial statements since
the City cannot use these assets to finance its operations.

The basic fiduciary fund statements begin on page 30.
Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 33-58 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds are presented immediately following the notes to the financial
statements. Combining and individual fund statements and schedules can be found on pages 59-
98 of this report.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The following two tables present condensed information on the City’s Net Assets and Changes in
Net Assets for the fiscal year ended December 31, 2002, with comparative data for the fiscal year
ended December 31, 2001.

As noted earlier, net assets may serve over time as a useful indicator of the City’s financial

position. In the case of the City of Minot, assets exceeded liabilities by $101,859,511 at the close
of the most recent fiscal year.

(CONTINUED)



By far the largest portion of the City of Minot’s net assets (77%) reflects its investment in capital
assets (e.g. land, buildings, infrastructure, machinery, and equipment), less any related debt used
to acquire those assets that is still outstanding. The City of Minot uses these capital assets to
provide services to its citizens; consequently, these assets are not available for future spending.
Although the City of Minot’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

City of Minot
Net Assets
Governmental Activities Business-type Activities Total
2001-as 2001-as 2001-as
2002 restated 2002 restated 2002 restated
Current and other assets $20,293,106 | $18,335,892 | $ 6,105,042 | $6,190,293 | $ 26,398,148 | $ 24,526,185
Capital Assets 42,725,970 40,275,559 | 60,886,178 | 55,780,334 103,612,148 96,055,893
Total Assets 63,019,076 58,611,451 66,991,220 | 61,970,627 130,010,296 | 120,582,078
Long-term debt
outstanding 15,107,150 17,127,950 | 10,576,691 10,931,686 25,683,841 28,059,636
Other liabilities 1,453,012 1,321,959 1,013,932 668,290 2,466,944 1,990,246
Total liabilities 16,560,162 18,449,909 | 11,590,623 | 11,599,973 28,150,785 30,049,882
Net Assets
Invested in capital
assets, net of related debt 27,618,820 23,417,609 | 50,309,487 | 44,848,648 77,928,307 67,996,257
Restricted 9,425,045 6,422,345 40,182 39,605 9,465,227 6,461,950
Unrestricted 9,415,049 10,591,588 5,050,928 5,482,401 14,465,977 16,073,989
Total net assets $46,458,914 | $40,161,542 | $55,400,597 | $50,370,654 | $101,859,511 | $90,532,196

An additional portion of the City of Minot’s net assets (9%) represents resources that are subject
to external restrictions on how they may be used. The remaining balance of unrestricted net
assets $14,465,977 may be used to meet the government’s ongoing obligations to citizens and
creditors.

At the end of the 2002, the City of Minot is able to report positive balances in all three categories
of net assets, both for the government as a whole, as well as for its separate governmental and
business-type activities.

The City of Minot’s net assets increased by $11,327,315. The maijority of this increase was due
to additions to infrastructure.

Business-type activities increased the City of Minot net assets by $5,029,943, accounting for

44.4% of the total growth in the government’s net assets. Capital contributions in the Airport
account for the majority of this increase.
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City of Minot
Changes in Net Assets

Governmental Activities Business-type Activities Total
2002 2001-as 2002 2001-as 2002 2001-as
restated restated restated
Revenues
Program Revenues:
Charges for Services $4,100,684 | $ 3,506,927 | $ 9,263,614 | $9,288,196 | $13,364,298 | $12,795,123
Operating Grants and
Contributions 433,898 1,670,318 283,684 167,182 717,582 1,837,500
Capital Grants and
Contributions 1,379,845 1,478,747 5,359,145 4,899,936 6,738,990 6,378,683
General Revenues:
Taxes 20,128,578 | 18,904,588 280,854 381,199 20,409,432 | 19,285,787
Investments Earnings 876,509 848,083 189,444 278,405 1,065,953 1,126,488
Miscellaneous 1,050,349 957,633 25,300 23,652 1,075,649 981,285
Total Revenues 27,969,863 | 27,366,296 | 15,402,041 15,038,570 43,371,904 | 42,404,866
Program Expenses:
General Government 8,994,383 6,703,291 8,994,383 6,703,291
Public Safety 6,614,253 6,349,105 6,614,253 6,349,105
Highways and Streets 3,771,929 2,431,141 3,771,929 2,431,141
Culture and Recreation 1,757,139 1,937,281 1,757,139 1,937,281
Community Development 35,641 2,717,852 35,641 2,717,852
Interest on Long-Term Debt 934,073 900,023 934,073 900,023
Airport 1,763,660 1,889,375 1,763,660 1,889,375
Cemetery 222,538 214,164 222,538 214,164
Parking Authority 170,617 174,108 170,617 174,108
Sanitation 1,633,854 1,649,318 1,633,854 1,649,318
Water and Sewer 6,146,502 6,017,143 6,146,502 6,017,143
Total Expenses 22,107,418 | 21,038,693 9,937,171 9,944,108 32,044,589 | 30,982,801
Excess (deficiency)
before transfers 5,862,445 6,327,603 5,464,870 5,094,462 11,327,315 | 11,422,065
Transfers 434,927 172,516 (434,927) (172,516) - -
Change in net assets 6,297,372 6,500,119 5,029,943 4,921,946 11,327,315 | 11,422,065
Ending Net Assets $46,458,914 | $40,161,542 | $55,400,597 | $50,370,654 | $101,859,511 | $90,532,196

Governmental program revenues for operating grants and contributions increased as a result of
federal dollars for bus purchases and state matching dollars for storm sewer and highway
projects. Governmental program revenues for taxes increased primarily as the result of additional
property and sales tax collections. Governmental program expenses for general government
increased as a result of moving expenses that did not meet the capitalization threshold to general
government. Governmental program expenses for highways and streets included increased
depreciation expense as a result of adding infrastructure. Governmental program expenses for
community development decreased pending revisions to the Economic Development fund.

Business-type program revenues for capital grants and contributions increased as a result of
federal dollars for airport improvements and donated assets to the Water and Sewer fund.
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Expenses and Program Revenues - Governmental Activities
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Expenses and Program Revenues - Business-type Activities
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Financial Analysis of the Government’s Funds

As noted earlier, the City of Minot uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds.

The focus of the City of Minot’'s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the City of Minot’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal
year. As of the end of the current fiscal year, the City of Minot’s governmental funds reported
combined ending fund balances of $13,634,380, an increase of $1,198,478 in comparison with
2001. The maijority of this increase is attributable to sales tax collections in the Sales Tax-
NWAWS fund. Sales Tax-NWAWS will spend sales tax revenues collected as the project is
completed. The unreserved/ undesignated fund balance is ($305,721). The remainder of fund
balance is reserved to indicate that it is not available for new spending because it has already
been committed 1) $402,468 to liquidate contracts and purchase orders of the prior period, 2)
$1,021,187 to pay debt service, 3) $8,877,748 for capital improvements, or 4) $3,638,698 for a
variety of other purposes.

The general fund is the chief operating fund of the City of Minot. At the end of the current fiscal
year, unreserved fund balance of the general fund was $2,965,453, while total fund balance
reached $2,995,355. As a measure of the general fund’s liquidity, it may be useful to compare
both unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund
balance represents 24.2% of total general fund expenditures, while total fund balance represents
24 .4% of that same amount.

The fund balance of the City of Minot’s general fund decreased by ($65,632) during the current
fiscal year. The main reason was interest revenues decreased due to declining interest rates.

The debt service fund has a total fund balance of $1,021,187, all of which is reserved for the
payment of debt service.

Propriety funds.
The City of Minot's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Airport at the end of the year amounted to $1,127,611, for
Sanitation $894,854, and for Water and Sewer $2,841,261. The non-major funds amounted to
$159,528 for a total unrestricted net assets of $5,023,254. Total growth in net assets for these
funds was $5,023,013. The maijority of this increase is attributable to an increase in capital
contributions for the Airport and additional collections in user fees at the City’s landfill.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were relatively minor
($3,078 in revenues and $94,681 in expenditure appropriations) and can be briefly summarized
as follows:

¢ $3,078 in additional revenues in charges for services from agency funds

¢ $3,000 in administration expenditure increases in general government activities
e $1,275 in vehicle maintenance increases in general government activities

e $82,370 in police patrol increases in public safety

¢ $ 1,862 in fire control increases in public safety
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e $ 6,174 in street and storm sewer maintenance in highways and street
These appropriations were to have been funded from available fund balance. During the year,
however, for these appropriations expenditures were less than budgetary estimates, thus

eliminating the need to draw upon existing fund balances.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City of Minot’s investment in capital assets for its governmental and business-type activities

as of December 31, 2002, amounts to $103,612,148 (net of accumulated depreciation). This

investment in capital assets includes land, infrastructure, buildings, improvements, machinery and

equipment, and work in progress.

Maijor capital asset events during the current fiscal year included the following:

e Construction began on the CP Railroad underpass.
e Phase | of the Northwest Area Water Supply Project began.
o A variety of street construction projects in the City continued.

CITY OF MINOT
CAPITAL ASSETS

(net of depreciation)

Governmental | Governmental | Business-Type Business-Type Total Total
Activities Activities Activities Activities
2001-as 2001-as 2001-as
2002 restated 2002 restated 2002 restated
Land $ 4,909,325 | $ 4,909,325 | $ 2,715,421 $ 2,715,421 $ 7,624,746 | $ 7,624,746
Infrastructure 26,671,419 24,811,755 0 0 26,671,419 24,811,755
Buildings 2,467,525 599,919 4,374,196 4,638,578 6,841,721 5,238,497
Improvements 90,853 113,923 32,752,328 34,443,902 32,843,181 34,557,825
Equipment 4,231,888 3,428,678 1,384,072 1,587,677 5,615,960 5,016,355
Construction
in Progress 4,354,960 6,411,959 19,660,161 12,394,756 24,015,121 18,806,715
Total $42,725,970 | $40,275,559 | $ 60,886,178 $ 55,780,334 $103,612,148 | $96,055,893

Additional information on the City of Minot’s capital assets can be found in note IV. D on pages
43-45 of this report.

Long-term Debt

At year-end the City had total debt of $ 26,449,109, a (decrease) of $2,340,011 over the prior

year. Note IV. H to the financial statements describes the City’s long-term debt to greater detail.

The City issued new debt for Special Assessment Refunding Bonds in the amount of $565,000,

and for general obligation Highway Bonds $1,835,000 and $450,000. General Obligation bonds
are direct obligations and pledge the full faith and credit of the City. The City also issued Airport
Revenue Bonds for $800,000.

The City continues to receive ratings of AA- and A1 from the rating agencies for their bonds.
The City’s debt is limited to 8% of the assessed valuation of taxable property within the City of

Minot or $ 52,908,272. The City’s legal debt margin is $46,396,632. The net bonded debt per
capita is $164.21.
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City of Minot Outstanding Debt

Governmental Activities Business-type Activities Total

2002 2001 2002 2001 2002 2001
General Obligation
Bonds $ 6,460,000 $ 4,925,000 $ 6,460,000 $ 4,925,000
Special Assessment
Bonds 7,910,000 8,905,000 7,910,000 8,905,000
Revenue Bonds $ 7,984,380 | $ 8,174,386 7,984,386 8,174,386
Notes - 1,965,122 2,015,029 1,965,122 2,015,029
Loans - 1,190,000 627,183 742,271 627,183 1,932,271
Grants 737,150 2,107,950 - - 737,150 2,107,950
Compensated Absences 576,389 551,860 188,879 177,624 765,268 729,484
Totals $15,683,539 $17,679,810 $10,765,570 | $11,109,310 | $26,449,109 $28,789,120

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Projects in 2002 that boosted the economy in Minot included, the addition and remodeling of the
Minot State University Old Main building, phase Il for $1.47 million, and the construction of South
Glen Village for $2.1 million. For 2003, the City anticipates that the following projects will boost
our economy. The addition and renovation of the Police Station/City Hall for $1 million, the
remodel of Central Campus High School for $1.8 million, the remodel of Target for $1.8 million,
the construction of a major hotel, convention/water park for $2 million, and a 7-unit condo building
for $0.5 million.

The 2003 budget for the City of Minot does not increase water rates, sewer rates, sanitation
rates, storm sewer rates, cemetery rates or bus fares. The budget does anticipate an adjustment
in 2003 in our building-related permits and fees. The value of a mill for the City is expected to
increase from $61,484 to $62,641 per mill.

Total appropriations for operations for 2003 decreased by approximately $82 thousand dollars
from 2002. This 1.21% decrease is caused primarily by decreases in Capital Purchases and
Debt Service payments as well as increases in employee salaries and benefits.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City’s finances and to
demonstrate the City’s accountability for the money it receives to the citizens of Minot. If you
have any questions about this report or need further information, contact the City of Minot
Finance Department, 515 2" Avenue SW, Minot, ND 58701 or visit us online at
web.ci.minot.nd.us.
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City of Minot, North Dakota
Statement of Net Assets

December 31, 2002

With Comparative Totals for December 31, 2001

ASSETS
Cash and cash equivalents
Investments
Receivables
Taxes Receivable Deferred
Taxes Receivable Delinquent
Special Assessments Deferred
Special Assessments Delinquent
Accounts Receivable
Loans Receivable, net of Allowance
Accrued Interest Receivable
Internal Balances
Due From Other Agencies
Merchandise Inventory
Restricted Cash and cash equivalents
Capital Assets, net
Non-Depreciable
Depreciable
Unamortized Issue Costs
Unamortized Interest on Refunding
Total Assets

LIABILITIES

Accounts Payable

Retainage Payable

Due To Other Agencies

Accrued Vacation Payable

Accrued Salaries Payable

Insurance Claims Payable

Deferred Revenue

Long-term Liabilities (Note IV. H)
Portion due or payable within one year:
Portion due or payable after one year:

Accrued Interest Payable

Customer Deposits

Accrued MSWLF Postcare Costs

Total Liabilities

NET ASSETS

Invested in capital assets,net of related debt

Restricted for:
Debt Service
Capital Projects
Other Purposes

Unrestricted

TOTAL NET ASSETS

Primary Govern