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June 12, 2012

To the Honorable Mayor, City Council, City Manager and Citizens of the City of Moorhead:

Minnesota statutes require that all cities issue an annual report on its financial position and activity prepared in
accordance with generally accepted accounting principles (GAAP) and audited in accordance with generally
accepted auditing standards by a firm of licensed certified public accountants or the state auditor. Pursuant to
that requirement, we hereby issue the comprehensive annual financial report of the City of Moorhead for the
fiscal year ended December 31, 2011.

This report consists of management’s representations concerning the finances of the City. 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
Moorhead 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 the City’s financial statements in conformity with GAAP. Because the cost of internal controls should not
outweigh their benefits, the City of Moorhead’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, this financial report is
complete and reliable in all material respects.

The City of Moorhead'’s financial statements have been audited by EideBailly LLP, a firm of licensed certified
public accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City for the fiscal year ended December 31, 2011, 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. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unqualified opinion that the City’s financial statements
for the fiscal year ended December 31, 2011, are fairly presented in conformity with GAAP. The independent
auditor’s report is presented as the first component of the financial section of this report.

The City of Moorhead is required to undergo an annual single audit in conformity with the provisions of the Single
Audit Act of 1996 and U.S. Office of Management and Budget Circular A-133, Audits of State and Local
Governments. Information related to this single audit, including the schedule of expenditures of federal awards,
findings and recommendations, and auditor's report on the internal control and compliance with applicable laws,
regulations, contracts and grants, are provided under separate cover.

GAAP requires 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 the MD&A and should be read in conjunction with it. The City of Moorhead's MD&A
can be found immediately following the report of the independent auditors.

CITY OF MOORHEAD PROFILE
Intermational Falls
The City of Moorhead, incorporated in 1881, is situated in the heart of the Red
River Valley, 250 miles northwest of Minneapolis. It is the county seat of Clay
County and a community rich in history, tradition and diversity. While
Moorhead is part of a growing metropolitan region, it is distinct because of its
liberal arts based college atmosphere, quality educational system, plentiful
parks and strong, diverse neighborhoods. The City covers approximately 17.74
square miles with a population of 38,065 as of the 2010 U.S. Census.



The City of Moorhead has operated under the council-manager form of government since 1985. Policy-making
and legislative authority are vested in a city council consisting of the mayor and eight other members. The city
council is responsible, among other things, for passing ordinances, adopting the budget, appointing committees
and hiring the city manager. The city manager is responsible for carrying out the policies and ordinances of the
council, for overseeing the day-to-day operations of the city government and for appointing the heads of the
various departments. The council is elected on a non-partisan basis. Council members serve four-year
staggered terms, with four council members elected every four years and the mayor and four council members
elected in staggered four-year terms. The mayor is elected at large and the council members are elected by
ward.

The City of Moorhead provides a full range of services. The general governmental functions include police and
fire protection, emergency medical services, street maintenance, engineering, planning and zoning,
neighborhood services, rental registration, transit, parks and recreation, economic and community development
and general legislative and administrative services. The City also operates as enterprise funds the following
services: electric, water, wastewater treatment, broadband, storm water collection, sanitation, sports center, golf
course, pest control, forestry and airport. Vehicles and equipment, radio and information technology services are
provided through internal service funds. The Moorhead Public Housing Agency is included as a component unit
of the reporting entity because the City Council appoints the governing body and is able to impose its will on the
agency. Independent School District No. 152, which is located in Moorhead and operates elementary and
secondary education, has not met the established criteria for inclusion in the reporting entity, and accordingly is
excluded from this report.

The annual budget serves as the foundation for the City’s financial planning and control. All departments of the
City of Moorhead prepare departmental budgets, which are submitted to the city manager by before July 1 of
each year. The city manager uses these to develop a citywide proposed budget. The city manager then
presents this proposed budget to the council for review prior to September 1. The council is required to hold
public hearings on the proposed budget and to adopt a final budget prior to December 31, the close of the City’'s
fiscal year. After the budget resolution has been adopted, the Council does not increase the amounts fixed in
the budget beyond the estimated receipts except to the extent that actual receipts exceed the estimate. The City
maintains an encumbrance accounting system for major purchases in excess of $500 as one technique of
accomplishing budgetary control. Open encumbrances are reported as reservations of fund balance at
December 31, 2011.

The appropriated budget is prepared by fund, department and activity. Department heads may make
adjustments of appropriations within their respective department. Adjustments of appropriations between funds,
however, require the special approval of the city council. 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, this comparison is presented as part of the Fund Financial Statements within the Basic
Financial Statements section of this report. For governmental funds, other than the general fund, with
appropriated annual budgets, this comparison is presented in the Combining Schedule of Revenues,
Expenditures and Changes in Bund Balance - Budget and Actual section of this report.

Local Economy

The City of Moorhead is located at a natural crossing point of the Red River of the North, a place where
Minnesota and the Dakotas meet and where one enjoys easy access to business, markets and recreation.
Moorhead has access to the major market areas of North America with the intersection of Interstates 94 and 29
lying just west of the city limits. Trucking with overnight delivery from Minneapolis/St. Paul, Duluth, Sioux Falls,
Omabha, Bismarck and Winnipeg is also available. Hector International Airport is located nearby in Fargo, ND
with multiple non-stop flights to Minneapolis, Chicago and Denver, and the Moorhead Municipal Airport is just 3
miles southeast of the city, which is staffed by Detroit Lakes Auviation, offering flight instruction, aircraft
maintenance, fuel and onsite management. In addition, mainline rail services from Canada to Mexico and from
west coast ports to the Great Lakes and daily Amtrak passenger services are nearby. The metropolitan area
serves as a regional center for surrounding agricultural communities in Minnesota with stable operations
reported at the city's top two property taxpayers: American Crystal Sugar and the Anheuser Busch malt facility.
While distribution and transfer industries remain a vital part of the business environment, education and service
industries have played an increasingly important role. The Moorhead public school’s enrollment of over 5,000
students places it among the largest 10% of school districts in Minnesota and is known for its superior academic
achievement, far-reaching extracurricular activities and efficiency in operating costs. In addition, Moorhead
offers St. Joseph’s Catholic School, a K-8 Catholic school, and Park Christian School, a K-12
interdenominational Christian school. The Metropolitan Area Transit serves all Moorhead residents and major
shopping and educational facilities.



Minnesota State University Moorhead and Concordia College are both located in the city, which provides a
measure of institutional stability to the economy. Minnesota State University Moorhead is a comprehensive
liberal arts university with over 7,600 students and about 515 full- and part- time faculty and Concordia College is
a four-year private liberal arts college with almost 3,000 students, known for its outstanding choral and
instrumental music and world language instruction. Moorhead is also home to Minnesota State Community and
Technical College which provides “hands-on” training to 2,300 students.

Long-term Financial Planning

The City Council has established a cash reserve policy retaining a minimum of 40% of the next year's General
Fund and Park Fund operating budget for working capital to allow for cash flow until tax settlements are received
and to allow for unforeseen contingencies. Over the next year, Engineering staff will continue development of
the City’'s Pavement Management System (PMS). The objective of a formal PMS is to establish a uniform
definition of pavement condition and procedures for the timely application of various maintenance strategies to
extend the overall life of City streets in the most economical and efficient manner. Utility rates are monitored
with long term projects and operational costs as guides to assure positive cash flow.

The City's bond rating of Aa3 from Moody’s Investors Service was affirmed. The Aa3 rating reflects the City's
healthy financial operations supported by adequate General Fund reserves.

Major Initiatives

In 2011, there were 92 permits issued for new residential construction with a valuation of $ 23,075,213 compared
to 165 in 2010, which is down from the five-year average of 228 permits. The City had 165 total units permitted
in 2011 compared to 165 in 2010, which is down from the five-year average of 347 units.

There were 20 commercial permits issued in 2011 with a valuation of $4,956,206. This is up from the 19
commercial permits issued in 2010 with a valuation of $8,620,860. There were 782 building permits issued for
all types of building activity in the City with $53,885,833 in total valuation.

The 1% Avenue North Gateway Redevelopment continues. The final phase of the 1% Avenue North Street and
right of way improvements project was completed. This $2.3 million project included a street mill and overlay of
1% Avenue North, partial water main replacement, new and reconstructed sidewalks, new street lighting,
segments of decorative fencing, burying overhead power lines, boulevard improvements and new tree planting.
The City acquired Aggregate Industries and Hedgemasters properties and demolished the structures to facilitate
redevelopment on the sites. The 1% Avenue North — Central Corridors — Redevelopment Tax Increment
Financing District was established on July 25, 2011. This Pay Go TIF district was established to assist in
redevelopment of Moorhead central corridors, including 1% Avenue North, Center Avenue, Main Avenue, and
certain properties on 8" Street. These efforts accomplish several goals, including multimodal transportation
improvements, blight removal, environmental remediation and the ultimate goal of redevelopment and job
creation along a major commercial corridor in Moorhead.

Numerous parks projects occurred in 2011. The renovation of the Gooseberry Park shelter was completed and
included a higher roof and handicap-accessible bathroom facilities; a new picnic shelter was constructed in
Woodlawn Park; new park equipment was installed in Voll, Angelas and Woodlawn Parks; and the tennis court
was replaced at Riverview Estates.

The City purchased 176 homes between 2009 and 2011 using $50.7 million of combined federal, state and local
funding for flood mitigation. These homes have been acquired for flood mitigation projects. Acquisitions and flood
mitigation projects will continue in 2012. The acquisitions and infrastructure projects, once complete, will, with
minimum temporary measures, reduce Moorhead’s flood risk to 42.5 feet. All buyout participation has been
voluntary and will continue to remain so.

The City leased land to the Minnesota Department of Transportation to accommodate the construction of a 330
foot communications tower that will provide radio coverage for the Allied Radio Matrix Emergency Response
System (ARMER) and other radio communications services. The new tower, activated in November of 2011, will
substantially enhance interoperable communications with state agencies, including the MN Department of
Transportation, Department of Natural Resources, Department of Public Safety, and the State Patrol.



Awards and Acknowledgements

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 Moorhead, Minnesota, for |ts comprehensive
annual financial report (CAFR) for the fiscal year ended December 31, 2010. This was the 28" 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 CAFR. 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 CAFR continues
to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

In addition, the City received the GFOA's Distinguished Budget Presentation Award for its annual budget
documents dated January 1, 2011. This was the 7th consecutive year the City has received this prestigious
award. In order to qualify for this award, a governmental unit must publish a budget document that meets
program criteria as a policy document, as an operations guide, as a financial plan and as a communications
device. The award is valid for a period of one year only.

The preparation of this report would not have been possible without the efficient and dedicated services of the
entire staff of the Finance Department. We would like to express our appreciation to all the members of the City
departments who assisted and contributed to the preparation of this report. Credit must also be given to the City
Council Members and the City Manager for their support in planning and conducting the financial operations of
the City in a responsible, professional and progressive manner.

Respectfully submitted,

Wanda Wagner
Finance Director

VI
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for Excellence
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose coiiprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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EideBailly.
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CPAs & BUSINESS ADVISORS

Independent Auditor’s Report

The Honorable Mayor

and Members of City Council
City of Moorhead, Minnesota
Moorhead, Minnesota

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Moorhead, Minnesota, as of and for the year ended December 31, 2011, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City’s management. Our responsibility is to express
opinions on these 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 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the government activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City, as
of December 31, 2011, and the respective changes in financial position, and cash flows, where applicable,
thereof, and the respective budgetary comparison for the General Fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 1.C to the financial statements, the City adopted the provisions of GASB Statement
No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, in 2011.

In accordance with Government Auditing Standards, we have also issued our report dated June 5, 2012,
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 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 the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

www.eidebailly.com

4310 17th Ave. S. | P.O.Box 2545 | Fargo, ND 58108-2545 | T701.239.8500 | F701.239.8600 | EOE
1
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Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and schedule of funding progress 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 regarding 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s financial statements as a whole. The introductory section, combining and individual
fund schedules, capital assets used in the operation of governmental funds, and statistical section are
presented for purposes of additional analysis and are not a required part of the financial statements. The
combining and individual fund schedules are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied by us in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion the information is fairly stated in all
material respects in relation to the financial statements as a whole. The introductory section, capital assets
used in the operation of governmental funds, and statistical section have not been subjected to the
auditing procedures in the audit of the basic financial statements and, accordingly, we express no opinion
on or provide assurance on them.

@M L7

Fargo, North Dakota
June 5, 2012
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CITY OF MOORHEAD, MINNESOTA
MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Unaudited)

This section of the comprehensive annual financial report of the City of Moorhead (the City) presents a discussion and
analysis of the City’s financial performance during the fiscal year ended December 31, 2011. We encourage readers to
consider the information presented here in conjunction with the transmittal letter at the front of this report and the City’s basic
financial statements following this section.

FINANCIAL HIGHLIGHTS

« The assets of the City exceeded liabilities at the close of the most recent fiscal year by $367,311,148.
« The City’s total net assets increased by $31,067,599.

« The City's governmental funds reported combined ending fund balances of $47,974,730, a decrease of $7,322,244 in
comparison with the prior year. Of this total amount, $11.2M is unassigned, $4.1M assigned, $1.6M committed,
$29.1M restricted and $1.9M nonspendable.

« At the end of the current fiscal year, unassigned fund balance in the general fund was $11,868,324 or 59% of total
general fund expenditures of $20,250,376.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial statements. The City’s basic
financial statements comprise three components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements. This report also contains supplementary information in addition to the basic financial
statements themselves.

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 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 of Moorhead is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed during the most recent
fiscal year. 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 this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Moorhead that are principally supported
by 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 of the
City include police and fire protection, emergency medical services, street maintenance, engineering, planning and zoning,
neighborhood services, rental registration, transit, library, parks and recreation, economic and community development and
general legislative and administrative services. The business-type activities of the City include electric, water, wastewater,
broadband, storm water, sanitation, sports center, golf course, pest control, forestry and airport.

The government-wide financial statements include not only the City of Moorhead itself, but also a legally separate Public
Housing Agency for which the City Council appoints the governing body and on which it is able to impose its will. Financial
information for the Public Housing Agency is reported separately from the financial information presented for the primary
government itself.

The government-wide financial statements can be found in the basic financial statements of this report.



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 Moorhead, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the City can
be 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 on
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 fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

The City of Moorhead maintains four individual major governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general, special assessment debt service, special assessment capital projects and permanent improvement
funds, which are all considered major funds. Data from the other eleven 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 schedules elsewhere in this report.

The City of Moorhead adopts an annual appropriated budget for its general and special revenue funds. Budgetary
comparisons have been provided for all of these funds to demonstrate compliance with the approved budget.

The basic governmental fund financial statements can be found in the Basic Financial Statements of this report.

Proprietary funds. Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its electric, water, wastewater treatment,
storm water, sanitation, golf course, sports center, pest control, forestry and municipal airport. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City’s various functions. The City uses three
internal service funds to account for vehicles & equipment, information technology and radios. Because the internal service
funds benefit both the governmental and business-type functions, $388,278 has been reflected within the business-type
activities and $4,665,328 within the governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The
proprietary fund financial statements provide separate information for electric, water and wastewater treatment, which are
considered to be major funds of the City of Moorhead. Data from the other eight enterprise funds are combined into a single,
aggregated presentation, with individual data available elsewhere in this report. The three 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 schedules elsewhere in this report.

The basic proprietary fund financial statements can be found in the basic financial statements of this report.
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 in the
basic financial statements of this report.



Other information. In addition to the basic financial statements and accompanying notes, this report also presents the
combining schedules referred to earlier in connection with non-major governmental funds, non-major proprietary funds and
internal service funds. Combining and individual fund schedules can be found in the Combining and Individual Statements and
Schedules portion of the Financial Section of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the case of the
City of Moorhead, assets exceeded liabilities by $367,311,148 at the close of the most recent fiscal year.

By far the largest portion of the City’s net assets is the investment in capital assets of $216,081,662 (e.g., land, buildings,
infrastructure, machinery, and equipment) less any related outstanding debt used to acquire those assets. The City of
Moorhead uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’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.

The following two tables present condensed financial information on the City’s Net Assets and Changes in Net Assets for the
fiscal year ending December 31, 2011.

CITY OF MOORHEAD’S NET ASSETS

Governmental Activities Business-type Activities Total
2011 2010 2011 2010 2011
Current and other assets 135,280,815  $ 142,684,821 41,411,448 $ 45,875,846 $ 176,692,263
Capital assets 283,973,899 252,446,781 126,865,528 126,999,423 410,839,427
Total assets 419,254,714 395,131,602 168,276,976 172,875,269 587,531,690
Long-term liabilities
outstanding 153,871,585 158,889,059 54,500,058 59,005,164 208,371,643
Other liabilities 5,368,429 4,559,604 6,480,470 9,309,494 11,848,899
Total liabilities 159,240,014 163,448,663 60,980,528 68,314,658 220,220,542
Net assets:
Invested in capital assets,
net of related debt 141,530,526 113,540,183 74,551,136 75,176,641 216,081,662
Restricted 106,751,797 114,126,460 5,315,762 5,007,451 112,067,559
Unrestricted 11,732,377 4,016,296 27,429,550 24,376,519 39,161,927

Total net assets $ 260,014,700 $ 231,682,939 $ 107,296,448 $ 104,560,611 $ 367,311,148

The $31.5M increase in capital assets in governmental activities is the result of considerable investment in city infrastructure,
flood mitigation and flood property acquisition.

Investment in capital assets, net of related debt increased $28M in the governmental activities, primarily resulting from land
acquisition and flood mitigation projects funded with state and federal grants..



CITY OF MOORHEAD’S CHANGES IN NET ASSETS

Governmental Activities Business-type Activities Total
2011 2010 2011 2010 2011
Revenues:
Program revenues:
Charges for services $ 5,588,393 5,387,046 $ 54,310,314 $ 52,730,833 $ 59,898,707
Operating grants and contributions 2,882,446 2,857,481 224,129 177,796 3,106,575
Capital grants and contributions 40,565,422 36,845,046 388,393 1,185,460 40,953,815
General Revenues:
Taxes 5,802,676 5,723,405 5,802,676
Tax Increments 870,313 953,865 870,313
Franchise Fees 943,926 865,522 943,926
State aid 8,544,337 8,199,446 11,560 11,560 8,555,897
Grants and contributions not
restricted to specific programs 171,947 176,748 171,947
Investment earnings 585,304 309,936 588,834 484,828 1,174,138
Miscellaneous 343,824 123,337 79,102 25,532 422,926
Gain on disposal/sale of assets 9,513 0
Total revenues 66,298,588 61,441,832 55,602,332 54,625,522 121,900,920
Expenses:
General government 3,415,677 3,674,855 3,415,677
Public safety 10,819,856 10,270,338 10,819,856
Highways and streets 16,036,015 12,616,553 16,036,015
Parks and recreation 3,470,430 3,303,861 3,470,430
Library 830,901 918,671 830,901
Community development 445,914 337,303 445,914
Rental Registration 161,607 158,890 161,607
Mass transit 2,464,724 2,302,729 2,464,724
Economic development 496,620 801,869 496,620
Interest on long-term debt 7,496,641 7,046,767 7,496,641
Electric 26,097,474 24,714,209 26,097,474
Water 5,098,038 5,134,097 5,098,038
Wastewater treatment 5,882,910 5,960,063 5,882,910
Storm water 987,457 1,051,434 987,457
Sanitation 3,196,151 3,080,561 3,196,151
Golf Course 1,676,855 1,686,166 1,676,855
Sports Center 917,037 928,218 917,037
Pest Control 335,831 266,451 335,831
Forestry 657,305 582,726 657,305
Municipal airport 345,878 317,316 345,878
Total expenses 45,638,385 41,431,836 45,194,936 43,721,241 90,833,321
Increase in net assets before transfers 20,660,203 20,009,996 10,407,396 10,904,281 31,067,599
Transfers 7,671,558 7,108,365 (7,671,558) (7,108,365) 0
Change in net assets 28,331,761 27,118,361 2,735,838 3,795,916 31,067,599
Net assets - beginning of year 231,682,939 204,564,578 104,560,610 100,764,695 336,243,549

Net assets - end of year

$ 260,014,700 $

231,682,939 $

107,296,448 $ 104,560,611 $ 367,311,148

Governmental activities.

The governmental activities’ net assets increased by $28,331,761 during the current fiscal year,

accounting for 91.2% of the total increase in the net assets of the City of Moorhead. Charges for services increased by
$201,347 (3.7%) and interest earnings increased $275,368 (88.8%) while capital contributions increased $3,720,376 (10.0%)
and property taxes increased $79,271 (1.3%). Expenses increased $4.2M due primarily to a $3.4M increase in Highways and
Streets, $.5M increase in Public Safety and a $.5M increase in interest on long-term debt.

Business-type activities.
total growth in the government’s net assets.

previous year due mainly to a 3% rate increase in the Electric Fund.
$1,473,695 (3.4%). The additional purchased power costs in the Electric Fund were $1.0M (5.7%) over the previous year.

Business-type activities increased the City’s net assets by $2,735,838 accounting for 8.8% of the
Charges for services in the business-type activities increased 2.9% over the
Expenses in the business-type activities increased



GOVERNMENT FUNDS FINANCIAL ANALYSIS

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

Governmental funds. The focus of the City’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’s financing requirements. In particular,
unreserved fund balance serves as a useful measure of a government'’s net resources available for spending during the fiscal
year.

At the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of $47,974,730, a
decrease of $7,322,244 in comparison with the prior year. The decrease is the result of the calling of tax increment bond
issues 2001A and 2001B, which were crossover refundings 2009A and 2010B. Approximately 23.4%, or $11,236,553, of this
combined ending fund balance is unassigned. The remainder of fund balance is assigned ($4.1M, 8.6%), committed ($1.6M,
3.2%), restricted ($29.1M, 60.8%) or nonspendable ($1.9M, 4.0%).

The general fund is the chief operating fund of the City of Moorhead. At the end of the current fiscal year, unassigned fund
balance of the general fund was $11,868,324. As a measure of the general fund’s liquidity, it may be useful to compare
unassigned fund balance to total fund expenditures. Unassigned fund balance represents 59% percent of total general fund
expenditures which is slightly below the reserve policy target of 60% for total unrestricted general fund balance but well above
the minimum of 40%.

The net change in fund balance of the general fund was a decrease of $524,435 or 3.8% from 2010. Key factors of this
decrease are as follows:

e Operating revenues of $14,454,003 were $60,156 over the final budget. A decrease in State Aid funds of $453,166
was offset by increases in charges for service, interest on investments and miscellaneous revenues of $113,095,
$284,271 and $115,228 respectively. Net transfers in of $5,271,938 were $4,089 over budget. Total revenues
including net transfers were $19,725,941.

¢ Expenditures of $20,250,376 were under budget by $1,499,638. Reductions in personal services of $632,026 were
achieved by not filling vacant positions in all departments. There were savings of $479,057 in flood protection and a
total of $260,110 throughout the other services and charges accounts in the Administration Department.

The special assessment debt service fund balance increased $2,230,602 due mainly to special assessment collections being
$1.0M over 2011 and bond proceeds of $1.0M. The special assessment capital projects fund balance decreased $1,121,621
which is largely due to expenditures for flood property acquisition and mitigation projects. This deficit will covered by future
reimbursements from the State of Minnesota. The Permanent Improvement fund balance increased $70,405 which is unspent
funds which were transferred from the General Fund to finance 2011 flood preparation expenditures.

Proprietary funds: The City’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 enterprise funds at the end of the year totaled $27,041,272. The change in net assets in the
enterprise funds increased $2,665,202. The electric and water funds increased $2.1M and $0.9M respectively while the
wastewater fund decreased by $0.6M.

In the electric fund, the revenue increase was the result of a 3% rate increase in February 2011, while the water fund
experienced a decrease in operating revenue of 1.8% due to reductions in customer sales. There was no water rate increase
in 2011. The electric fund’s largest expense increase was $1.0 million (5.7%) in additional purchased power costs. In the
water fund the largest expense increase was in water treatment expenses which increased $123,700 (7.8%). The reduction in
the wastewater fund net assets is a reflection of debt service payments being made from special assessment revenues
previously recognized.

GENERAL FUND BUDGETARY HIGHLIGHTS

Significant variances between original and final budget are noted as follows:

Budgets were amended during the year to account for changes approved by the City Council during the year, for capital outlay
and open encumbrance carryovers from the previous fiscal year, new grant awards and supplemental appropriations. The

original expenditure budget of $19,996,068 was amended as final totaling $22,790,588 for an increase of $2,794,520 during
the year.



Significant variances between final budget and actual are as follows:

Negative revenue variances are attributed to a reduction of intergovernmental revenues in the amount of $97,915 and an
unallotment of state market value credit aid of $546,753. These negative revenue variances were partially offset by a positive
variance in licenses and permits, charges for services and interest of $48,423, $113,095 and $284,271 respectively. The
positive variance in expenditures of $1,490,592 is primarily due to not filling vacant positions $632,036 and $479,057 reduction
in flood protection costs.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City’s investment in capital assets for its governmental and business-type activities as of December 31,
2011, amounts to $410,839,427 (net of accumulated depreciation). This investment in capital assets includes land,
construction in progress, buildings, improvements, machinery and equipment, and infrastructure.

Major capital asset events during the current fiscal year included the following:
® Flood acquisition and mitigation projects of $13.0 million funded by a State grant.

e 3$4.2M spent on flood acquisition and mitigation projects
® Major new development in 2011 resulted in expenditures of $4.8M for infrastructure improvements.

CITY OF MOORHEAD'S CAPITAL ASSETS
(net of depreciation)

Governmental Business-type
Activities Activities
2011 2011 Total
Land $ 46,393,496 $ 8,195,609 $ 54,589,105
Construction in progress 26,187,100 653,487 26,840,587
Buildings 11,247,553 87,941,248 99,188,801
Improvements other than buildings 17,399,693 25,569,670 42,969,363
Machinery and equipment 10,294,840 4,505,514 14,800,354
Infrastructure 172,451,217 172,451,217
Total $ 283,973,899 $ 126,865,528 $ 410,839,427

Additional information on the City’s capital assets can be found in the notes to the financial statements Note 4(B) of this report.

Long-Term Debt. At the end of the current fiscal year, the City of Moorhead had total bonded debt outstanding of
$207,044,800. Of this amount, $1,015,000 is comprised of General Obligation debt backed by the full faith and credit of the
City, G.O. Special assessment debt of $143,375,000 and General Obligation Revenue debt of $36,654,800 which are also
backed by the full faith and credit of the City in the event of insufficient pledged revenues. The remaining $26,000,000 of the
City’s debt represents bonds secured solely by specified revenue sources (i.e., revenue bonds). The City also