
NEW ISSUE – BOOK ENTRY ONLY RATINGS:
Fitch: AAA

Moody’s: Aa1
Standard & Poor’s: AAA
See “RATINGS” herein

In the opinion of Kennedy & Graven, Chartered, Bond Counsel, based on present federal and Minnesota
laws, regulations, rulings and decisions, interest on the Bonds (as defined herein) is includable in gross income
for purposes of federal income taxation, in taxable net income of individuals, estates, and trusts for purposes of
Minnesota income taxation and in the income of corporations and financial institutions for purposes of the
Minnesota franchise tax. See “TAX MATTERS” herein.

$61,905,000

CITY OF MINNEAPOLIS, MINNESOTA
Taxable General Obligation Bonds
(Downtown East Project), Series 2014

Dated Date: Date of Delivery Interest Due: Each March 1 and
Maturity Dates: March 1, 2017-2029, 2034 and 2044 September 1, commencing September 1, 2014

This Official Statement contains information relating to the City of Minneapolis (the “City”) and the City’s
Taxable General Obligation Bonds (Downtown East Project), Series 2014 (the “Bonds”).

The Bonds will mature on the dates and in the amounts and bear interest at the rates shown on the inside
of this front cover.

The Bonds are subject to optional redemption and mandatory sinking fund redemption by the City as
provided herein. See “THE BONDS – Redemption Provisions.”

The Bonds are being issued only as fully registered bonds, and initially will be registered in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as
securities depository for the Bonds, and purchases of beneficial interests in the Bonds initially will be made in
book-entry-only form (without certificates) in denominations of $5,000 and any integral multiple thereof. So long
as DTC or its nominee, Cede & Co., is the registered owner of the Bonds, payments of the principal of and
interest on the Bonds will be made directly to Cede & Co. See the caption “THE BONDS – Book-Entry Only
System” in this Official Statement.

The City will act as the paying agent, registrar and transfer agent for the Bonds.

The Bonds are offered when, as and if issued by the City and accepted by the Underwriters, subject to the
legal opinion of Kennedy & Graven, Chartered, Minneapolis, Minnesota, as bond counsel. Certain legal matters
will be passed upon for the Underwriters by their counsel, Faegre Baker Daniels LLP, Minneapolis, Minnesota.
It is expected that delivery will be made on or about March 4, 2014.

Wells Fargo Securities
US Bancorp Piper Jaffray & Co.

The date of this Official Statement is February 14, 2014.
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CITY OF MINNEAPOLIS, MINNESOTA

$61,905,000

Taxable General Obligation Bonds
(Downtown East Project), Series 2014

Maturities, Amounts, Interest Rates, Yields and CUSIPs

Serial Bonds

March 1 CUSIP*
Maturity Amount Interest Rate Yield 60374Y

2017 $ 80,000 0.9500% 0.9500% 7M3

2018 310,000 1.4500 1.4500 7N1

2019 575,000 1.8500 1.8500 7P6

2020 785,000 2.2000 2.2000 7Q4

2021 915,000 2.6000 2.6000 7R2

2022 1,025,000 2.9000 2.9000 7S0

2023 1,065,000 3.1500 3.1500 7T8

2024 1,175,000 3.2500 3.3500 7U5

2025 1,290,000 3.5100 3.6140 7V3

2026 1,395,000 3.7100 3.8140 7W1

2027 1,425,000 3.8100 3.9140 7X9

2028 1,550,000 4.0140 4.0140 7Y7

2029 1,690,000 4.1140 4.1140 7Z4

Term Bonds

$10,810,000 4.379% Term Bonds due March 1, 2034
Price: 100.000% to Yield 4.379% CUSIP* 6037Y8A8

$37,815,000 4.629% Term Bonds due March 1, 2044
Price: 100.000% to Yield 4.629% CUSIP* 6037Y8B6

*Copyright 2014,American Bankers Association. CUSIP data herein are provided by Standard & Poor’s CUSIP
Service Bureau, a Division of The McGraw-Hill Companies, Inc. The CUSIP numbers listed above are being
provided solely for the convenience of Bondholders only at the time of issuance of the Bonds. Neither the City
nor the Underwriters make any representation with respect to such numbers or undertake any responsibility
for their accuracy now or at any time in the future.The CUSIP number for a specific maturity is subject to being
changed after the issuance of the Bonds as a result of various subsequent actions including, but not limited to,
a refunding in whole or in part of such maturity or as a result of the procurement of secondary market portfolio
insurance or other similar enhancement by investors that is applicable to all or a portion of certain maturities
of the Bonds.

Original Issue Discount

The Bonds maturing in 2024 through 2027, inclusive, have been sold with an original issue discount.
See “TAX MATTERS – Market Discount” herein. Bondholders should consult their tax advisors
regarding the tax consequences related to Bonds sold with an original issue discount.



THE UNDERWRITERS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS
THAT STABILIZE OR MAINTAIN THE PRICE OF THE SECURITIES AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET, OR OTHERWISE AFFECT THE PRICE
OF THE SECURITIES OFFERED HEREBY, INCLUDING OVER-ALLOTMENT AND STABILIZING
TRANSACTIONS. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

NO DEALER, BROKER, SALESPERSON OR OTHER PERSON IS AUTHORIZED BY THE CITY
ORTHEUNDERWRITERS IN CONNECTIONWITHANYOFFERINGMADEHEREBYTOGIVEANY
INFORMATIONORMAKEANY REPRESENTATIONOTHERTHANAS CONTAINEDHEREIN, AND,
IF GIVENORMADE, SUCH INFORMATIONORREPRESENTATIONMUSTNOT BERELIEDUPON
AS HAVING BEEN AUTHORIZED BY THE CITY OR THE UNDERWRITERS. THIS OFFICIAL
STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER
TO BUY, NOR SHALL THERE BE A SALE OF ANY OF THE SECURITIES OFFERED HEREBY BY
ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO
MAKE SUCH AN OFFER, SOLICITATION OR SALE.

This Official Statement contains information furnished by the City and other sources, all of which are
believed to be reliable. The City has not independently verified the information contained in “TAX MATTERS”
and cannot and does not warranty the accuracy or completeness of this information.

The information and expressions of opinion contained herein are subject to change without notice and
neither the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the City since the date hereof or that
the information contained herein is correct as of any date subsequent to the date hereof. Such information
and expressions of opinion are made for the purpose of providing information to prospective investors
and are not to be used for any other person or relied on by any other party. See “CONTINUING
DISCLOSURE COVENANTS.”

The order and placement of material in this Official Statement, including its appendices, are not to be
deemed a determination of relevance, materiality or importance, and all materials in this Official Statement,
including its appendices, must be considered in their entirety.

This Official Statement contains forecasts, projections, and estimates that are based on current
expectations but are not intended as representations of fact or guarantees of results. If and when included in
this Official Statement, the words “expects,” “forecasts,” “projects,” “intends,” “anticipates,” “estimates,” and
analogous expressions are intended to identify forward-looking statements as defined in the Securities Act of
1933, as amended, and any such statements inherently are subject to a variety of risks and uncertainties, which
could cause actual results to differ materially from those contemplated in such forward-looking statements.
These forward-looking statements speak only as of the date of this Official Statement. The City disclaims any
obligation or undertaking to release publicly any updates or revisions to any forward-looking statement
contained herein to reflect any change in the City’s expectations with regard thereto or any change in events,
conditions, or circumstances on which any such statement is based.

THE BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES
SECURITIESAND EXCHANGE COMMISSION,ANY STATE SECURITIES COMMISSION ORANY OTHER
REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING PASSED UPON THE ACCURACY
OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

References to web site addresses presented herein are for informational purposes only and may be in the
form of a hyperlink solely for the reader’s convenience. Unless specified otherwise, such web sites and the
information or links contained therein are not incorporated into, and are not part of, this Official Statement for
purposes of, and as that term is defined in, SEC Rule 15c2-12.
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CITY OF MINNEAPOLIS,
MINNESOTA

INTRODUCTORY STATEMENT

This Official Statement presents certain information relating to the City of Minneapolis (the “City”), in
connection with the City’s $61,905,000 Taxable General Obligation Bonds (Downtown East Project), Series
2014 (the “Bonds”).

This Introductory Statement is only a brief description of the Bonds and certain other matters. Such description
is qualified by reference to the entire Official Statement and the documents summarized or described herein.
This Official Statement should be reviewed in its entirety.

The Bonds are issued to finance certain costs of a parking ramp, green space, and certain other costs in
connection with a major mixed use development project on the east edge of downtown Minneapolis (the
“Downtown East Project”). The Downtown East Project will include the private development of office space,
multifamily housing, retail space and skyway connections in addition to the parking ramp and green space.

The Bonds are taxable general obligations of the City, and the City is required to levy general ad valorem taxes
on all taxable property within the City without limitation as to rate or amount, if necessary, to pay principal
and interest when due. See “THE BONDS — Security for the Bonds” herein.

The Bonds will be issued pursuant to a resolution adopted by the City Council on December 13, 2013 (the
“Bond Resolution”).

The Bonds will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New
York, NewYork (“DTC”), which will act as security depository for the Bonds. Individual purchases will be made
in book-entry form only, in the denomination of $5,000 and integral multiples thereof. No certificates will be
available to purchasers. For a description of the method of transfer and payment, see “THE BONDS — Book-
Entry Only System” herein.

Information relating to the City, including certain financial and demographic data, is set forth in Appendix A
hereto. Selected portions of the financial statements of the City for the year ended December 31, 2012, are set
forth in Appendix D hereto. The City’s 2012 Comprehensive Annual Financial Report and interim Financial
Status Report for the fiscal quarter ended September 30, 2013, can be viewed at the following link:
http://www.minneapolismn.gov/finance/reports/financial-reports_special-reports_index.

In the opinion of Kennedy & Graven, Chartered, Bond Counsel, interest on the Bonds is includable in gross
income for federal income tax purposes, is includable in the taxable net income of individuals, estates, and
trusts for State of Minnesota income tax purposes and in the income of corporations and financial institutions
for purpose of the Minnesota franchise tax. See “TAX MATTERS — General” herein. A form of the opinion of
Bond Counsel is set forth in Appendix B hereto.

Northland Securities, Inc., Minneapolis, Minnesota, is serving as financial advisor to the City in connection
with the sale of the Bonds.

This Official Statement speaks only as of its date, and the information herein is subject to change. This Official
Statement contains descriptions of the Bonds and other matters. Such descriptions and information do not
purport to be comprehensive or definitive. All references herein to the Bonds are qualified in their entirety by
reference to the Bond Resolution setting forth the terms thereof. Until the issuance and delivery of the
Bonds, copies of the Bond Resolution and other documents referred to herein may be obtained from the City
upon request.

All statements made in this Official Statement involving matters of opinion or of estimates, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that
any of the estimates will be realized.

The City official able to furnish basic documents and answer questions about this Official Statement or who can
direct inquiries to the appropriate responsible parties is Kevin Carpenter, Room 325M City Hall, Minneapolis,
Minnesota 55415, Telephone (612) 673-3554, Fax (612) 673-2042.
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THE BONDS

Description of the Bonds

The Bonds will be dated the date of delivery, as the date of original issue, and will mature on March 1 in each
of the years and amounts and bear interest at the rates shown on the inside front cover of this Official
Statement. Interest is payable on March 1 and September 1 of each year, commencing September 1, 2014 to the
registered owner of record as of the close of business on the 15th day of the preceding month, whether or not a
business day. Interest will be computed on the basis of a 360-day year of twelve 30-day months.

The Bonds will mature or be subject to mandatory sinking fund redemption on March 1 in the years and
amounts set forth on the inside front cover of this Official Statement.

Redemption Provisions

Mandatory Sinking Fund Redemption. The Bonds maturing on March 1, 2034, are required to be
redeemed in part prior to maturity on March 1 at the principal amount thereof plus accrued interest to the
redemption date, in the year and in the principal amounts set forth below:

Year Amount
2030 $1,830,000
2031 1,990,000
2032 2,155,000
2033 2,325,000

2034 (Final Maturity) 2,510,000

The Bonds maturing on March 1, 2044, are required to be redeemed in part prior to maturity on March 1 at the
principal amount thereof plus accrued interest to the redemption date, in the year and in the principal amounts
set forth below:

Year Amount
2035 $2,700,000
2036 2,910,000
2037 3,130,000
2038 3,360,000
2039 3,600,000
2040 3,855,000
2041 4,125,000
2042 4,410,000
2043 4,705,000

2044 (Final Maturity) 5,020,000

Optional Redemption of the Bonds. Bonds maturing on or before March 1, 2024, are not subject to optional
redemption. The Bonds maturing on or after March 1, 2025, are subject to redemption at the option of the City
prior to their stated maturities in whole or in part on any date on or after March 1, 2024, at a redemption price
equal to 100% of the principal amount redeemed plus accrued interest to the date fixed for redemption.

Notice of Redemption
Thirty days prior to the redemption date of the Bonds, notice of any such redemption shall be given by mail to
DTC, as the registered owner. In the case of partial redemption, the City will determine the principal amount
of Bonds to be redeemed from each maturity of Bonds. DTC will determine by lot the amount of each
participant’s interest in such maturity of such series to be called for redemption, and each participant will then
select by lot the ownership interests in such maturity to be redeemed.

In the case of partial redemption, the City may determine the principal amount of Bonds which may be
redeemed from each maturity of Bonds.

Authorization and Purpose for Issuance

The Bonds are issued pursuant to Minnesota Statutes, Sections 469.048-469.068, as amended, and Section
469.078, as amended (collectively, the “Port Authority Act”), Minnesota Statutes, Chapter 475, Laws of
Minnesota 2003, Chapter 127, Article 12, Section 32 and Section 33, and the Minneapolis City Charter. These
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statutes and the Minneapolis City Charter permit the City, using its port authority powers, to authorize, sell
and issue taxable general obligation bonds to finance the development of marginal lands within the Downtown
East Office/Housing/Park Industrial Development District established by the City on December 13, 2013.

Proceeds of the Bonds will be used to finance certain aspects of the Downtown East Project, as detailed herein
under “ESTIMATED SOURCES AND USES OF FUNDS” and “PROJECT DESCRIPTION.”

Security for the Bonds

The Bonds are general obligations of the City for which the full faith and credit of the City have been irrevocably
pledged.The City is obligated to levy a tax on all taxable property in the City without limit as to rate or amount
if necessary to pay principal and interest on the Bonds when due. As required by State law, an initial levy of
general ad valorem taxes will be made and filed with the County, prior to the delivery of the Bonds, for each
year the Bonds are outstanding in amounts equal to 105 percent of the amounts required to pay the principal
of and interest on the Bonds in each year. All revenues obtained from other sources and available for debt
service on the Bonds may be used to offset the required tax levy.
The City expects to pay the principal of and interest on the Bonds from certain developer payments (referred
to as the Ryan Operating Payments) and parking revenues (from the Block 6 Ramp and Block 1 Ramp)
described under “PROJECT DESCRIPTION” and other available revenues. Such revenues are expected to be
used when received to cancel or reduce the tax levies for the Bonds.

Book-Entry Only System
The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Bonds.
The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership
nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered
Bond certificate will be issued for each maturity of each series of the Bonds in the principal amount of Bonds
maturing on that date, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the NewYork Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and
a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate
and municipal debt issues, and money market instruments from over 100 countries that DTC’s participants
(“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC,
National Securities Clearing Corporation, and Fixed Income Clearing Corporation, all of which are registered
clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission.More information about
DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive
a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to
receive written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction.Transfers of ownership interests in the Bonds are to be accomplished by entries made on the books
of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in the Bonds, except in the event that use of the book-entry
system for the Bonds is discontinued.
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To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of the Bonds with DTC and their registration in the name of Cede & Co. or
such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect
from time to time. Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to
them of notices of significant events with respect to the Bonds, such as redemptions, tenders, defaults, and
proposed amendments to the Bond documents. For example, Beneficial Owners of the Bonds may wish to
ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless
authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede
& Co.’s consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the
record date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to Cede & Co., or such other nominee as may be
requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detail information from the City on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with securities held
for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC (nor its nominee) or the City, subject to any statutory or regulatory requirements
as may be in effect from time to time. Payment of the principal of and interest on the Bonds to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the
City, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the City. Under such circumstances, in the event that a successor depository is not obtained,
Bond certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered to DTC.

The information in this Official Statement under the caption “THE BONDS — Book-Entry Only System”
concerning DTC and DTC’s book-entry system has been obtained from sources that the City believes to be
reliable, but the City takes no responsibility for the accuracy thereof.

The City cannot and does not give any assurances that DTC, or a successor securities depository, or Participants
will distribute to the Beneficial Owners of the Bonds: (i) payments of principal of or interest and premium, if
any, on the Bonds; (ii) certificates representing an ownership interest or other confirmation of beneficial
ownership interest in the Bonds; or (iii) redemption or other notices sent to DTC or Cede & Co., its nominee, or
a successor securities depository, as the registered owner of the Bonds, or that they will do so on a timely basis,
or that DTC or the Participants will serve and act in the manner described in this Official Statement.



The City will have no responsibility or obligation to any Participant, or any Beneficial Owner or any other
person with respect to: (i) the Bonds; (ii) the accuracy of any records maintained by DTC, or a successor
securities depository, or any DTC Participant of any amount due to any Beneficial Owner in respect of the
principal or redemption price of or interest on the Bonds; (iii) the payment by DTC, or a successor securities
depository, or any Participant of any amount due to any Beneficial Owner in respect of the principal or
redemption price of or interest on the Bonds; (iv) the delivery by DTC, or a successor securities depository, or
any Participant of any notice to any Beneficial Owner which is required or permitted to be given to owners of
the Bonds; (v) the selection of which Beneficial Owners will receive payment in the event of any partial
redemption of the Bonds; (vi) any consent given or other action taken by DTC, or a successor securities
depository as a Bondholder; or, (vii) the performance by DTC, or any successor securities depository, of any
other duties as securities depository.

ESTIMATED SOURCES AND USES OF FUNDS

SOURCES
Taxable General Obligation Bonds
Par Amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 61,905,000.00
Less Original Issue Discount on Bonds . . . . . . . . . . . . . . . . . . . (50,861.60)
Total Sources . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,854,138.40

USES
Project Costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,853,427.00
Capitalized Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,301,804.47
Underwriters’ Discount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 257,620.00
Costs of Issuance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 441,286.93
Total Uses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,854,138.40
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PROJECT DESCRIPTION

Ryan Companies US, Inc., or one or more of its affiliates (“Ryan”), is proposing to develop a mixed-use project
that will include office space, a parking ramp,multifamily housing, retail space, skyway connections and urban
green space (the “Downtown East Project”). The Downtown East Project is proposed to be located on five City
blocks designated 1 through 5 in the map provided below. The Minnesota Sports Facilities Authority, a public
body (the “MSFA”), has proposed to construct a new, multi-purpose stadium on land adjacent to the Downtown
East Project. The stadium will replace an existing stadium and will serve as the home venue for the Minnesota
Vikings football team.

Ryan has acquired the five City blocks necessary for the Downtown East Project and the MSFA has acquired
Block 6, as shown on the map below. An existing 455-space parking ramp (the “Block 6 Ramp”) and a light rail
transit station are located on Block 6.

The Downtown East Project is proposed to include construction of the following:

• A parking ramp with approximately 1,610 stalls on Block 1 (the “Block 1 Ramp”).

• Over one million square feet of office space in two office towers on Block 2 and Block 3. Development of the
office towers by Ryan is under contract with the eventual corporate owner and tenant of the office towers.

• 20,000 square feet of retail space on Blocks 2 and 3.

• Approximately 80 market rate multifamily housing units on Blocks 2 and 3.

• Green space on Block 5 and the easterly two-thirds of Block 4 open to the general public and used for
stadium events.

• Approximately 120 market rate multi-family housing units on the westerly one-third of Block 4.

The Block 6 Ramp and the Block 1 Ramp will be owned by the MSFA and will be operated by Ryan for at least
10 years (calendar years 2016-2025).

Total development costs of the entire project are projected to be over $400 million. Under agreements involving
Ryan,MSFA, and the City, subject to certain conditions, Ryan will privately finance the office towers, residential,
and retail developments on Blocks 2, 3 and 4 at an estimated cost of over $350 million. The MSFA will fund
approximately $27 million of project costs for the construction of skyways and a portion of the Block 1 Ramp.
The proceeds of the Bonds are proposed to finance approximately $54.8 million of project costs, including a
portion of the costs of constructing the Block 1 Ramp, the green space, and certain other costs of the Downtown
East Project.
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Downtown East Project Blocks (1-5) and Surrounding Area

Pursuant to agreements between the City and Ryan, Ryan has agreed to make annual payments to the City
until the later of (i) ten (10) years; and (ii) the end of the year following the second calendar year during which
net operating income from the Block 1 Ramp and the Block 6 Ramp exceeds $4,000,000. For the first ten (10)
years of operations, the payments are expected to range from $2,750,000 to $3,860,000 on an annual basis.
After the term of Ryan’s operation of the Block 1 Ramp and Block 6 Ramp ends, the City will also receive a
portion of the net operating income generated from the Block 1 Ramp and from the existing Block 6 Ramp
during the term of the Bonds, to the extent necessary to pay or reimburse debt service on the Bonds.
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LITIGATION

There are no legal or governmental proceedings pending or, to the best of the City’s knowledge, threatened, to
restrain or enjoin the issuance, sale or delivery of the Bonds, or in any way contesting or affecting the authority
for or the validity of the Bonds.

In a prior taxpayer action, the plaintiffs alleged that the City should be precluded from entering into certain
agreements related to the Downtown East Project and issuing general obligation bonds for the Downtown East
Project. Plaintiffs moved for a temporary restraining order and on December 20, 2013, the court denied
plaintiffs’ motion in its entirety. Plaintiffs subsequently amended their complaint claiming that the City Council
was without authority to approve any contract or make any binding financial commitment for the acquisition,
ownership, operation and maintenance of park land within the Downtown East Project. On January 17, 2014,
the court granted the City’s motion that plaintiffs be required to post a $10 million surety bond. On January 24,
2014, after the plaintiffs failed to timely post a surety bond as ordered by the court, the court dismissed the
lawsuit with prejudice and on the merits.

Various cases and claims are pending against the City involving claims for money damages. These pending
cases and claims are not unusual in number and amount. Based on the City’s past experience, resolution of these
cases and claims should not have a material adverse effect on the financial position of the City.

LEGAL MATTERS

Legal matters incident to the issuance, sale and validity of the Bonds are subject to the approving opinion of
Kennedy & Graven, Chartered, of Minneapolis,Minnesota, Bond Counsel. The form of the Bond Counsel opinion
is shown in Appendix B. The opinion will state that the Bonds are valid and binding general obligations of the
City and that the City is required to levy ad valorem taxes on all taxable property within the City without
limitation as to rate or amount, if necessary, to pay the principal of and interest on the Bonds when due. Certain
legal matters will be passed upon for the Underwriters by their counsel, Faegre Baker Daniels LLP,
Minneapolis, Minnesota.

FINANCIAL ADVISOR

The City has retained Northland Securities, Inc., Minneapolis, Minnesota, as financial advisor (the “Financial
Advisor”) in connection with the issuance of the Bonds. The Financial Advisor is registered as a municipal
advisor with both the Securities and Exchange Commission (SEC) and the Municipal Securities Rulemaking
Board (“MSRB”). The Financial Advisor has participated in the preparation of certain portions of this Official
Statement, but is not a public accounting firm and has not been engaged by the City to compile, review, examine
or audit any information in the Official Statement in accordance with accounting standards.

FUTURE FINANCING

The City currently expects to issue approximately $50 million of additional general obligation debt in 2014 for
various purposes. This represents the expected 2014 financing needs for the previously authorized and
requested debt described in “APPENDIX A — Legal Debt Considerations — Anticipated Issuances 2014.” The
City Council is also considering the issuance of up to $100 million of general obligation debt for the renovation
of Target Center payable from sales taxes and other revenues.
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UNDERWRITING

The Underwriters listed on the cover page hereof (the “Underwriters”) have jointly and severally agreed, subject
to certain conditions, to purchase all, but not less than all, of the Bonds from the City at an aggregate
Underwriters’ discount of $257,620. The Underwriters will be obligated to purchase all of the Bonds if any are
purchased.The initial public offering prices of the Bonds may be changed from time to time by the Underwriters.

Wells Fargo Bank, National Association is acting as representative on behalf of the Underwriters.

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment banking
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association.

Wells Fargo Bank, National Association (“WFBNA”), one of the underwriters of the Bonds, has entered into an
agreement (the “Distribution Agreement”) with its affiliate, Wells Fargo Advisors, LLC (“WFA”), for the
distribution of certain municipal securities offerings, including the Bonds. Pursuant to the Distribution
Agreement,WFBNA will share a portion of its underwriting or remarketing agent compensation, as applicable,
with respect to the Bonds with WFA. WFBNA also utilizes the distribution capabilities of its affiliates, Wells
Fargo Securities, LLC (“WFSLLC”) andWells Fargo Institutional Securities, LLC (“WFIS”), for the distribution
of municipal securities offerings, including the Bonds. In connection with utilizing the distribution capabilities
of WFSLLC, WFBNA pays a portion of WFSLLC’s expenses based on its municipal securities transactions.
WFBNA,WFSLLC,WFIS, and WFA are each wholly-owned subsidiaries of Wells Fargo & Company.

“US Bancorp” is the marketing name of U.S. Bancorp and its subsidiaries, including U.S. Bancorp Investments,
Inc., which is serving as one of the Underwriters of the Bonds.

Piper Jaffray & Co. (“Piper”) has entered into distribution agreements (“Distribution Agreements”) with Charles
Schwab & Co., Inc. (“CS&Co.”) and Pershing LLC, a subsidiary of the Bank of New York Mellon Corporation
(“Pershing”) for the retail distribution of certain securities offerings. Pursuant to the Distribution Agreements,
CS&Co. and/or Pershing will purchase Bonds from Piper at the original issue price less a negotiated portion of
the selling concession applicable to any Bonds that CS&Co. and/or Pershing sells.

RATINGS

Ratings have been assigned to the Bonds by Standard & Poor’s Ratings Services,Moody’s Investors Service, and
Fitch Ratings. Such ratings reflect only the views of such rating agencies, and an explanation of the significance
of such ratings may be obtained only from the respective rating agencies. Generally, rating agencies base their
ratings on the information and materials furnished to them and on investigation, studies and assumptions by
the rating agencies. A securities rating is not a recommendation to buy, sell or hold securities. The ratings of
the Bonds represent judgments as to the likelihood of timely payment of the Bonds according to their terms,
but do not address the likelihood of redemption or acceleration prior to maturity.There is no assurance that such
ratings will remain in effect for any given period of time or that they may not be lowered, suspended or
withdrawn entirely if, in the judgment of the rating agencies, circumstances so warrant. Any such downward
change in or suspension or withdrawal of such ratings may have an adverse effect on the market price and
marketability of the Bonds.

OFFICIAL STATEMENT CERTIFICATION

The City has authorized the distribution of this Official Statement for use in connection with the initial sale of
the Bonds. As of the date of the settlement of the Bonds, the City will deliver to the Underwriters a certificate
signed by the authorized representative of the City stating that the information contained in the Official
Statement does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements therein, in light of the circumstances in which they were made, not misleading.
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CONTINUING DISCLOSURE COVENANTS

In order to assist the Underwriters in complying with SEC Rule 15c2-12 (the “Rule”), pursuant to the Bond
Resolution and a Continuing Disclosure Certificate (the “Certificate”) to be executed on behalf of the City, on
the date of issuance of the Bonds the City has and will covenant for the benefit of holders of the Bonds to
annually provide certain financial information and operating data relating to the City to the Municipal
Securities Rulemaking Board (“MSRB”) in an electronic format prescribed by the MSRB, and to provide
notices of the occurrence of certain events enumerated in the Rule to the MSRB. The specific nature of the
Certificate, as well as the information to be contained in the annual report or the notices of material events is
set forth in the Continuing Disclosure Certificate in substantially the form attached hereto as Appendix C.The
City has never failed to comply in all material respects with any previous undertakings under the Rule to
provide annual reports or notices of material events. A failure by the City to comply with the Certificate will
not constitute an event of default on the Bonds (although holders will have an enforceable right to specific
performance). Nevertheless, such a failure must be reported in accordance with the Rule and must be considered
by any broker, dealer or municipal securities dealer before recommending the purchase or sale of the Bonds
in the secondary market. Consequently, such a failure may adversely affect the transferability and liquidity of
the Bonds and their market price. Please see Appendix C — Continuing Disclosure Certificate herein for
additional information.

TAX MATTERS

General

In the opinion of Kennedy & Graven, Chartered, Minneapolis, Minnesota, Bond Counsel, under existing laws
as presently enacted and construed, interest on the Bonds is includable in gross income for purposes of federal
income taxation and Minnesota income taxation. A form of the opinion of Bond Counsel is set forth in
Appendix B hereto.

Purchasers of the Bonds are encouraged to consult with their personal tax advisors regarding the impact of the
foregoing on their individual tax liabilities.

Premium Bonds

If an investor purchases Bonds for an amount in excess of their stated redemption price at maturity (the
“Premium Bonds”), such excess of the purchase price of a Bond over its stated redemption price at maturity
constitutes a premium with respect to such Bonds. An owner of a Premium Bond may generally amortize the
premium over the term of the Bond using constant yield principles, based on the owner’s yield to maturity.
Amortized premiums will generally be allocated among, and treated as an offset to, interest payments. As
premium is amortized, the basis in the Premium Bond is reduced by a corresponding amount, resulting in an
increase in the gain (or decrease in the loss) to be recognized for federal income tax purposes upon a sale or other
disposition of such Bond prior to its maturity. Holders of any Premium Bonds, whether purchased at the time
of initial issuance or subsequent thereto, should consult with their tax advisors with respect to the
determination and treatment of premium for federal income tax purposes and with respect to state and local
tax consequences of owning Premium Bonds.

Market Discount

An investor that acquires Bonds for a price less than the adjusted issue price of such bond (or an investor who
purchases Bonds in the initial offering at a price less than the issue price) may be subject to the market discount
rules of the Code. “Market discount” means (a) in the case of a Bond originally issued at a discount, the amount
by which the issue price of such bond, increased by all accrued original issue discount (as if held since the issue
date), exceeds the initial tax basis of the owner therein, less any prior payments that did not constitute
payments of qualified stated interest, and (b) in the case of a Bond not originally issued at a discount, the
amount by which the stated redemption price of such bond at maturity exceeds the initial tax basis of the owner
therein. The owner of such a bond will generally be required (i) to allocate the principal payment to accrued
market discount not previously included in income and, upon sale or other disposition of the bond, to recognize
the gain on such sale or disposition as ordinary income to the extent of such cumulative amount of accrued
market discount as of the date of sale or other disposition of such a bond or (ii) to elect to include such market
discount in income currently as it accrues on all market discount instruments acquired by such owner on or
after the first day of the taxable year to which such election applies.

Holders of such Bonds should consult their tax advisors with respect to computation and accrual of the discount
and with respect to the state and local tax consequences of owning such Bonds.
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THE CITY

The City is a political subdivision of the State incorporated in 1867, organized and existing under the
Constitution and laws of the State and the City Charter, as amended. The corporate limits of the City encompass
approximately 58.7 square miles and U.S. Census figures indicated the 2010 population of the City to be
382,578. The population of the Minneapolis-St. Paul Seven County Metropolitan Area from the 2010 U.S. Census
is 2,849,567.

City Officers
The City is a municipal corporation governed by a Mayor-Council form of government. The Mayor and 13

City Council Members from individual geographic-based wards are elected for terms of four years, without
limit on the number of terms which may be served. The Mayor and City Council are jointly responsible for the
adoption of an annual budget and a five-year capital improvement program. As required by Charter, the Mayor
is responsible for preparing an annual operating and capital budget recommendation to the City Council for
their consideration. The Mayor has veto power, which the Council may override with a vote of nine members.

The present Mayor and members of the City Council, whose terms expire on January 1, 2018, are as follows:

Mayor: Betsy Hodges*

Council Members:

Ward 1  — Kevin Reich*
Ward 2  — Cam Gordon*
Ward 3  — Jacob Frey
Ward 4  — Barbara Johnson*, Council President
Ward 5  — Blong Yang
Ward 6 — Abdi Warsame
Ward 7  — Lisa R. Goodman
Ward 8  — Elizabeth Glidden*, Council Vice President
Ward 9  — Alondra Cano
Ward 10 — Lisa Bender
Ward 11 — John Quincy
Ward 12 — Andrew Johnson
Ward 13 — Linea Palmisano

*Executive Committee member

The City Council operates through committees which typically meet during the two weeks preceding the
Council’s bi-weekly meeting. This period is called a Council Cycle. Committees include Audit; Claims;
Committee of the Whole; Community Development & Regulatory Services; Elections & Rules; Health,
Environment & Community Engagement; Executive; Intergovernmental Relations; Public Safety; Civil Rights
& Emergency Management; Taxes; Transportation & Public Works; Ways & Means; and Zoning & Planning. Of
these committees, Audit meets monthly, Claims meets semi-monthly, and the Claims and Taxes Committees
meet at the call of their respective chairs.

The Executive Committee consists of the Mayor, the President of the City Council, and up to three additional
members of the City Council to be chosen by the Council. At least one of the Council Members who serve on the
Executive Committee must be from a different political party than the other two Council Members, unless the
Council is all from the same party. The Executive Committee appoints and evaluates the performance of
department heads, directs the labor negotiations of the City, recommends to the City Council management
policies and administrative procedures, and coordinates interagency issues.

The City Finance Officer is charged with maintaining and supervising the various accounts and funds
of the City, including all City departments, the Board of Estimate and Taxation and the Park and
Recreation Board.
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City Departments
The City Coordinator is the principal administrative officer for the City. The City Coordinator is nominated

by the Mayor, appointed by the Executive Committee and serves at the pleasure of the Mayor and City Council.
The Office of the City Coordinator appoints the City Finance Officer and is responsible for providing
management support for the City, including financial management, intergovernmental relations, human
resources, communication, and information technology services. The Coordinator also has management
responsibility for neighborhood and community relations-activities and the Minneapolis Convention Center,
and other activities as directed by the Mayor and City Council.

The Public Works Department, led by the City Engineer, is generally responsible for the construction
and maintenance of streets, highways, bridges, sidewalks, parking, water works, and sewers within the
City’s jurisdiction.

The Fire Department, led by the Chief of Fire, is responsible for fire prevention and suppression, as well as
emergency response.

The Police Department, led by the Chief of Police, is responsible for public safety in the city.

The City also has established a City Attorney’s Office, Civil Rights Department, Health and Family Support
Department, City Clerk’s Office, and the City Assessor’s Office. Each of these functions performs duties
customarily associated with these offices and departments.

The Community Planning and Economic Development (CPED) Department, led by the CPED Director, is
responsible for community planning, economic policy and development, workforce development, housing policy
and development, planning development, construction and code services and business licensing.

Independent Boards
The Board of Estimate and Taxation (BET) is composed of six members, two of whom are elected by voters

of the City for four-year terms. The Mayor, the President of the City Council and the Chair of the City Council’s
Ways and Means/Budget Committee are ex-officio members of the Board. The Minneapolis Park and Recreation
Board annually selects one member from its board to serve on the Board of Estimate and Taxation.

The Board of Estimate and Taxation holds public hearings on proposed City Budgets and establishes
maximum levies for most City funds. It also reviews progress reports on various capital improvement projects
and may by a vote of at least five of its members approve or terminate certain special assessment
project proceedings.

By action of the City Council, or such other governing board of a department requesting the sale of bonds,
the Board of Estimate and Taxation may vote to incur indebtedness and issue and sell bonds and pledge the
full faith and credit of the City for payment of principal and interest. The Board of Estimate and Taxation also
establishes the maximum property tax levies for most City funds.

The Minneapolis Park and Recreation Board is a nine-member board elected by the voters of the City and
is responsible for developing and maintaining parkland and parkways, as well as planting and maintaining the
City’s boulevard trees. The Mayor recommends the tax levies and budget for the Park Board, and the City
Council and Mayor approve the allocations of local government aid from the state for Park Board operations.
All Park Board actions are submitted to the Mayor, and a mayoral veto may be overridden by a vote of two-thirds
of the members of the Park Board. The Board of Estimate and Taxation approves the maximum property tax
levy for the Park Board, and the full faith and credit of the City secure debt issued for Park Board projects.

Municipal Building Commission. The Municipal Building Commission (MBC) is an organization
established January 4, 1904, by the State of Minnesota, to operate and maintain the City Hall/County Court
House Building, which was erected pursuant to Chapter 395 of the Special Laws of 1887. The four
commissioners are the Chairman of the Hennepin County Board of Commissioners, the Mayor of the City of
Minneapolis, an appointee of the Hennepin County Board, and an appointee of the Minneapolis City Council.
The Mayor recommends the tax levy and budget for the City’s share of the MBC’s operations and the City
Council and Mayor approve the allocation of the state’s local governmental aid to the MBC. The MBC does not
issue separate financial statements.
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CITY PROPERTY VALUES AND TAXES

Tax Capacity and Estimated Market Valuations

The City Assessor, pursuant to State law and the City Charter, is responsible for the assessment of all
taxable property located within the City. State law provides, with certain exceptions, that all taxable property
is to be valued at its market value. All real property subject to taxation must be listed and may be revalued each
year with reference to its market value as of January 2. The assessor’s appraisal staff views and reappraises
all parcels at maximum intervals of five years. Personal property subject to taxation must also be listed and
assessed annually as of January 2.

Property is appraised at Estimated Market Value, defined as the usual selling price of the property, that
could be obtained at a private sale or an auction sale (if the assessor determines that the auction sale price
represents an arms-length transaction) and not a forced sale. The estimated market value of property is the
monetary price the assessor believes that property is fairly worth.

Taxable Market Value is the estimated market value of a property less any credits or exclusions available
for that property. The amount of value upon which taxes are levied, extended and collected, is a percentage of
the Taxable Market Value. This percentage is referred to as Net Tax Capacity. The mechanics of the computation
are Net Tax Capacity equals Taxable Market Value multiplied by a given percentage for that particular
classification of property. The following table shows selected Net Tax Capacity formulas that are in place for
collection year 2014.

TABLE A

TAXABLE VALUATION AS PERCENTAGE OF TAXABLE MARKET VALUE

Type of Property Payable Net Tax Capacity___________________ _____________________________

Residential Homestead(1) and 
Residential Non-Homestead single unit:

First $500,000 1.00%
Over $500,000 1.25%

Residential Non-Homestead:
Three or fewer units 1.25%
Four or more units 1.25%

Seasonal Recreational Residential:
First $500,000 1.00%(2)

Over $500,000 1.25%(2)

Apartment, four or more units:
Four or more units 1.25%

Commercial and Industrial:
First $150,000 1.50%
Over $150,000 2.00%

The estimated market value of utility property is determined by the Minnesota Department of Revenue.

1 A residential property qualifies as “homestead” if it is occupied by the owner or a relative of the owner on the
assessment date.

Statewide Property Tax: A State general property tax is levied on commercial and industrial property,
public utility property, unmined iron ore property, and seasonal recreational property, including cabins. Electric
generation attached machinery and property located at the Minneapolis-St. Paul International Airport and
the St. Paul Airport are exempt from this tax. The tax is levied at a uniform rate across the State. The
levy amount is adjusted annually for the increase, if any, in the implicit price deflator for government
consumption expenditures and gross investment for state and local governments prepared by the U.S. Bureau
of Economic Analysis.
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Set forth in Table C is a schedule of the assessed valuation/tax capacity of categories of real and personal
property located within the City for the payable years 2010 through 2013 with an estimate for 2014.

TABLE C

TOTAL TAX CAPACITY OF REAL AND PERSONAL PROPERTY
(In Thousands)

Valuation Year 2013 Est. 2012 2011 2010 2009

Collection Year 2014 2013 2012 2011 2010
Commercial & Industrial*  . . . . . . . . . $145,937 $146,446 $143,587 $150,028 $172,161
Residential  . . . . . . . . . . . . . . . . . . . . . 207,557 205,744 217,589 241,760 252,800
Apartment  . . . . . . . . . . . . . . . . . . . . . . 43,514 39,710 38,882 39,682 42,523
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . 251 271 275 318 335_________ _________ _________ _________ _________
Total Real Property  . . . . . . . . . . . . . 397,259 392,171 400,333 431,788 467,819

Personal Property  . . . . . . . . . . . . . . . . 7,796 7,787 7,321 7,203 6,994_________ _________ _________ _________ _________
Total Real and 
Personal Property  . . . . . . . . . . . . 405,055 399,958 407,654 438,991 474,813

Less Tax Increment  . . . . . . . . . . . . . . (31,130) (26,242) (36,038) (44,078) (35,671)_________ _________ _________ _________ _________
Net Tax Capacity  . . . . . . . . . . . . . $373,925 $373,716 $371,616 $394,912 $439,142

*includes net effect of Fiscal Disparities

Limitation on City Tax Levy
From time to time the City has been subject to levy limits by state law. The 2013 Legislature imposed a

one year levy limit on all counties with a population greater than 5,000, and all cities with a population greater
than 2,500 for taxes levied in 2013 and payable in 2014. These limitations do not apply to taxes levied to
pay debt service.While these limitations apply for one year, the potential exists for future legislation to limit
the ability of local governments to levy property taxes. Debt service levies have always been excluded from levy
limitations. No previous limitation has limited the ability of the City to levy for the payment of debt
service on bonded indebtedness. Further, past levy limits have not adversely affected the City’s ability to
operate and are not anticipated to do so in the future.

Metropolitan Fiscal Disparities Act
The Metropolitan Fiscal Disparities Act (Minnesota Statutes, Chapter 473F) was adopted by the State

Legislature in 1971 and was implemented in 1974 following a ruling by the State Supreme Court that the Act
was constitutional. Generally, the objective of the Metropolitan Fiscal Disparities Act is to prevent competition
among the various municipalities in the seven-county metropolitan area in which the City is located for
industrial and commercial development to improve their respective tax bases. The following discussion
summarizes the operation of the Metropolitan Fiscal Disparities Act.

Contribution to Metropolitan Pool. Pursuant to the provisions of the Metropolitan Fiscal Disparities Act,
each municipality in the seven-county area is to “pool” (i.e., contribute to an areawide tax base) 40 percent of
the amount by which the net tax capacity of commercial-industrial property subject to taxation therein exceeds
the 1971 net tax capacity of commercial-industrial property subject to taxation therein. The total areawide tax
base (the “Metropolitan Pool”) is determined by aggregating the contribution of each municipality within the
seven-county area.
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Distribution of Metropolitan Pool.The Metropolitan Pool is then reallocated among all municipalities in the
seven-county area basically in direct proportion to population and in inverse proportion to fiscal capacity, where
fiscal capacity is measured by the market value of real property within the municipality divided by its
population. Municipalities with large populations and low fiscal capacity are thus favored in the reallocation
over those municipalities with small populations and large fiscal capacity.

Net Tax Capacities, Tax Levies and Tax Rates. Each municipality’s official net tax capacity for purposes of
levying taxes is determined by adding (1) all residential net tax capacity and all commercial-industrial net tax
capacity therein, exclusive of the contribution to the Metropolitan Pool (collectively, the “local net tax capacity”),
and (2) the municipality’s share of the Metropolitan Pool. The tax levy of the municipality is similarly divided
by the Hennepin County (County) Auditor into two components: (a) that portion which will be raised on the local
net tax capacity; and (b) that portion which will be raised on the Metropolitan Pool. The tax levy of the
municipality is basically divided in the same proportion as the municipality’s share of the Metropolitan Pool
bears to the local net tax capacity. The municipality’s local tax rate is determined by dividing the local levy by
the local net tax capacity.

The other portion of the municipality’s tax levy, i.e., the levy which will be raised on the Metropolitan Pool,
is added with the comparative levies for every other municipality in the seven-county area to arrive at the total
dollar levy on the Metropolitan Pool. The areawide tax rate is then determined by dividing the total levy on the
Metropolitan Pool by the total net tax capacity of the Metropolitan Pool.

The tax rates determined above are applied to all taxable property in the municipality. All residential
property and the “local” portion of commercial-industrial property are subject to the local rate. The portion of
the commercial-industrial property in the municipality contributed to the Metropolitan Pool is subject to the
areawide tax rate. When the areawide tax levies have been collected, they are channeled through each county
to the State Treasurer and distributed to the municipalities. (For information with respect to the tax rates
levied against the “local net tax capacity” in the City and the tax rates levied on the Metropolitan Pool for the
years 2009 through 2013, see “CITY PROPERTY VALUES AND TAXES — Tax Levies, Rates and Collections.”)

Tax Levies, Rates and Collections
In December of each year the City Council and the other City tax-levying authorities are required to certify

their levies to the County Director of Property Taxation on all taxable property in the City which, if collected
in the ensuing year, will be sufficient, in addition to other revenues of the City available therefor, to defray the
expenses of the City for the next fiscal year. Taxes on real property and personal property become due on the
first Monday in January. If in any year a taxpayer elects, as is his right, to pay his annual taxes in two
installments, the first real property installment becomes due on May 15 and delinquent on May 16 and the
second real property installment becomes due on October 15 and delinquent on October 16. Personal property
taxes become delinquent after February 28 for the first half and on July 1 for the second half.

Property taxes for the City (and other political subdivisions within the County) are collected by the County
Director of Property Taxation. In the months of February, July and December, the County Treasurer settles
accounts with the appropriate political subdivisions, based upon their respective tax rates and assessed
valuations. Taxes levied on both real and personal property which are delinquent constitute, pursuant to State
law, first and perpetual liens thereon (with certain exceptions for personal property). Delinquent property taxes
are withheld from the political subdivisions in which such property is located in proportion to the tax rate and
levy of each and the County retains the responsibility of enforcing the collection of such delinquent taxes.
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Penalties on unpaid taxes occur as follows: on May 16, unpaid property taxes (first one-half) are penalized
at a rate of 3% on property classified as homestead and 7% on property classified as non-homestead. Thereafter,
an additional 1% is charged on the 16th day of each month up to and including October 16 for both homestead
and non-homestead property. On October 16 unpaid property taxes (second one-half) are penalized at a rate of
4% for both homestead and non-homestead property. Thereafter, an additional 2% on homestead property and
4% on non-homestead property is charged on the 16th day of each month up to and including December 16. An
additional 2% penalty is charged on the first business day in January following the year in which the taxes were
due and interest is charged based on variable rates per annum, on the full amount of the taxes, penalties, and
costs unpaid. Personal property tax not paid when due is penalized at a rate of 8%.

Applicable tax rates are calculated by dividing each taxing district’s levy by its corresponding net
tax capacity (taxable value). The tax rates are called net tax capacity rates and are expressed in the form of
a percentage.

Set forth in Table D are the net tax capacity rates established by the governmental units taxing real and
personal property located within the City for taxes payable in 2009 through 2013. Certain governmental units,
including the Metropolitan Council, the Metropolitan Mosquito Control District, Park Museum Fund, Hennepin
County Regional Railroad Authority and Minneapolis Public Housing Authority have been aggregated into the
category designated “Other” in Table D.

The tax rates shown are those levied against the tax capacities of residential property in the City and the
major portion (68.21% for 2010, 63.10% for 2011, 65.20% for 2012, 68.60% for 2013 and 68.07% for 2014) of the
tax capacities of commercial-industrial property in the City. Areawide tax rates of 121.732% for 2010, 129.327%
for 2011, 141.945% for 2012, 153.491% for 2013 and 163.121% for 2014 were levied against the remainder of
the assessed valuation or tax capacities of commercial-industrial property in the City. (See “CITY PROPERTY
VALUES AND TAXES — Metropolitan Fiscal Disparities Act — Net Tax Capacity, Tax Levies and Tax Rates.”)

TABLE D

TAX RATES IN TAX CAPACITY

Tax Collection Year

Governmental Unit 2014 Est, 2013 2012 2011 2010______________________ ____________ ____________ ____________ ____________ ____________
City  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71.860% 72.717% 72.510% 69.502% 58.368%
Special School District No. 1  . . . . . . . . . . . . . . 25.638 27,161 24.171 23.043 20.004
County  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49.300 48.884 47.533 45.066 41.945
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.339 6.992 6.253 5.988 5.147____________ ____________ ____________ ____________ ____________

Totals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154.136% 155.754% 150.467% 143.599% 125.464%____________ ____________ ____________ ____________ ________________________ ____________ ____________ ____________ ____________
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Set forth in Table E are the City’s ad valorem tax levies and collections for the years payable 2003
through 2013.

TABLE E

TAX LEVIES AND COLLECTIONS
(In Thousands)

Total
Current Percent Delinquent Total Collections

Collection Total Tax of Levy Tax(2)(3) Tax as Percent of
Year Tax Levy(1) Collections(1) Collected Collections Collections Current Levy____________ _____________ ______________ ____________ ______________ _____________ ________________
2014(7) $281,725 ____________________________ In Process _____________________________

2013(6) 284,360 $282,202 99.241% $3,183 $285,385 100.360%
2012(5) 279,607 277,424 99.201 2,982 280,406 100.286
2011 277,357 267,097 96.301 1,967 269,064 97.010
2010 264,805 252,587 95.386(4) 4,973 257,560 97.264(4)
2009 245,003 239,060 97.574 5,088 244,148 99.651
2008 240,554 234,736 97.581 3,956 238,692 99.226
2007 222,523 217,841 97.896 3,212 221,053 99.339
2006 205,830 201,794 98.039 1,562 203,356 98.798
2005 190,375 187,271 98.370 1,408 188,679 99.109
2004 172,666 170,229 98.589 358 170,587 98.796
2003 158,819 156,550 98.571 680 157,231 99.000

(1)  Includes Market Value tax levy.
(2)  Includes reduction in homestead property taxes reimbursed by the State. (See “CITY PROPERTY VALUES AND TAXES

— Tax Capacity and Estimated Market Valuations”.)
(3)  The negative Delinquent Tax Collections are a result of cancellations and abatements of prior taxes.
(4)  Homestead market value credit. This credit reduces a homeowner’s net tax by the amount of the credit. The credit

amount is paid by the State to the local government on behalf of the homeowner. In 2010 the State unallotted the
market value credit to help in balancing the State’s budget. For Minneapolis the amount was $6,394,585. Had this
amount been received by the City the 2010 numbers in the above table would have been:

Current Tax Collections $6,394 higher $258,981
Percent of Levy Collected 2.415% higher 97.801%
Total Tax Collections $6,394 higher $263,954
Total Collections as a Percent of Current Levy 2.415% higher 99.679%

(5)  Includes special levy for the Teachers’ Retirement Association (TRA) of $2,450.
(6)  Includes special levy for TRA of $2,400 and Chapter 595 of $1,021 for total of $3,421.
(7)  Includes special levy for TRA of $2,300 and Chapter 595 of $1,021 for total of $3,321.
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Largest Taxpayers in the City
Table F sets forth the net tax capacities of the largest taxpayers located within the City for the year 2012,

applicable to taxes payable in 2013. 

TABLE F

LARGEST TAXPAYERS WITHIN THE CITY*
Percentage

Assessor’s of Total
Estimated Net Tax Net Tax

Rank Taxpayer Market Value Capacity Capacity_____ _________ ________________ _____________ _____________
1 Northern States Power Co. (Xcel) . . . . . . . . . . . . . . $ 332,196,700 $ 6,638,011 1.78%
2 Target Corporation  . . . . . . . . . . . . . . . . . . . . . . . . . 209,113,300 4,177,016 1.12%
3 MB Mpls 8th Street LLC  . . . . . . . . . . . . . . . . . . . . 177,600,000 3,551,250 0.95%
4 NWC Limited Partnership  . . . . . . . . . . . . . . . . . . . 165,300,000 3,305,250 0.88%
5 Minneapolis 225 Holdings LLC  . . . . . . . . . . . . . . . 162,600,000 3,251,250 0.87%
6 SRI Ten Center LLC  . . . . . . . . . . . . . . . . . . . . . . . . 152,400,000 3,047,250 0.82%
7 Wells Operating Partnershp LP  . . . . . . . . . . . . . . . 135,900,000 2,717,250 0.73%
8 First Minneapolis-Hines Co. . . . . . . . . . . . . . . . . . . 133,500,000 2,669,250 0.71%
9 Hilton Hotels Corp.  . . . . . . . . . . . . . . . . . . . . . . . . . 120,200,000 2,403,250 0.64%
10 Hines Global Reit 50 So. Sixth St LLC  . . . . . . . . . 110,300,000 2,205,250 0.59%________________ ______________ ______

Subtotal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,699,110,000 $ 33,965,027 9.09%

11 Fifth Street Owner Corp.  . . . . . . . . . . . . . . . . . . . . $ 106,000,000 $ 2,119,250 0.57%
12 Byte Investment Ptnrshp I  . . . . . . . . . . . . . . . . . . . 101,300,000 2,025,250 0.54%
13 Riversource Life Insurance Co.  . . . . . . . . . . . . . . . 93,277,000 1,864,040 0.50%
14 CSM Investors Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . 95,232,600 1,866,402 0.50%
15 LaSalle Plaza LLC  . . . . . . . . . . . . . . . . . . . . . . . . . 82,489,000 1,649,030 0.44%
16 Ryan Companies US, Inc.  . . . . . . . . . . . . . . . . . . . . 79,815,800 1,591,816 0.43%
17 Federal Reserve Bank of Mpls  . . . . . . . . . . . . . . . . 78,492,400 1,569,098 0.42%
18 KBSII 60 South Sixth Street LLC  . . . . . . . . . . . . . 77,040,300 1,540,056 0.41%
19 Broadway Center Associates . . . . . . . . . . . . . . . . . . 71,482,500 1,425,900 0.38%
20 222 South Ninth Street LLC  . . . . . . . . . . . . . . . . . 66,400,000 1,327,250 0.36%
21 NRG Energy Center Minneapolis LLC  . . . . . . . . . 66,324,800 1,321,835 0.35%
22 Centerpoint Energy Resources  . . . . . . . . . . . . . . . . 63,255,600 1,291,204 0.35%
23 FSP 50 South Tenth Street Corp.  . . . . . . . . . . . . . . 64,400,000 1,287,250 0.34%
24 NOP Washington LLC . . . . . . . . . . . . . . . . . . . . . . . 61,180,200 1,219,104 0.33%
25 CSDV MN LLP  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,600,000 1,171,250 0.31%
26 Wells Fargo Home Mortgage . . . . . . . . . . . . . . . . . . 57,362,300 1,146,496 0.31%
27 PCCP NNN Northstar LLC  . . . . . . . . . . . . . . . . . . 54,000,000 1,079,250 0.29%
28 Laurel Village Partners . . . . . . . . . . . . . . . . . . . . . . 80,706,500 1,056,797 0.28%
29 Burlington Northern Santa Fe RR Co. . . . . . . . . . . 52,437,800 1,046,789 0.28%
30 Ax Stinson LP  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,018,600 997,372 0.27%
31 St. Paul Properties Inc.  . . . . . . . . . . . . . . . . . . . . . . 47,300,000 945,250 0.25%
32 Minneapolis Venture LLC . . . . . . . . . . . . . . . . . . . . 43,490,400 860,783 0.23%
33 FRM Associates LLC . . . . . . . . . . . . . . . . . . . . . . . . 43,000,000 859,250 0.23%
34 Holtzman Interests  . . . . . . . . . . . . . . . . . . . . . . . . . 67,570,000 850,672 0.23%
35 Wells Fargo Bank  . . . . . . . . . . . . . . . . . . . . . . . . . . 41,649,200 822,404 0.22%
36 Intercen Partners LLC  . . . . . . . . . . . . . . . . . . . . . . 41,000,000 819,250 0.22%
37 Aimco Calhoun LLC  . . . . . . . . . . . . . . . . . . . . . . . . 59,360,000 798,241 0.21%
38 Techne Corporation  . . . . . . . . . . . . . . . . . . . . . . . . . 36,338,900 726,028 0.19%
39 Capp Industries Inc.  . . . . . . . . . . . . . . . . . . . . . . . . 37,676,000 696,391 0.19%
40 Midwest Real Estate Holdings Inc.  . . . . . . . . . . . . 33,552,600 670,302 0.18%________________ ______________ ______

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,609,862,500 $ 70,609,037 18.89%
City Total Adjusted Net 
Tax Capacity  . . . . . . . . . . . . . . . . . . . . . . . . . . $373,715,553

*Source: City Assessor
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INDEBTEDNESS OF THE CITY

General Obligation Indebtedness

The following tables set forth the general obligation indebtedness of the City estimated to be outstanding
as of various dates including the amount of such bonds considered to be self-supporting from revenue sources
other than general property taxes. Bonds have not been classified as self-supporting unless it could be
reasonably assumed that under existing and anticipated conditions they would not require any general property
tax for debt service. The City has chosen to issue general obligation bonds for its enterprise funds to obtain a
lower interest rate on the bonds. These bonds have historically not required general property tax support and
are not projected to require it in the future.

To indicate the City’s intent as to future debt service payments on water works and parking facility bonds,
the City Council adopted a resolution on April 6, 1979 which states that (1) the City intends to raise water
rates as necessary to provide sufficient revenue to meet all water works debt service requirements and
operating expenses; and (2) the City intends to raise parking meter and ramp rates as necessary to meet all
parking facilities debt service requirements and operating requirements. The City has consistently complied
with this resolution.

The following tables detail the debt of the City.

Table Table Titles______ ______________

Outstanding Bonded Debt
G By Business Line & Source of Repayment 2010 - 2013

History of Debt December 31, 2003 - 2013
H Total General Obligation Debt
I Property Tax Supported General Obligation Debt
J Non Property Tax Supported General Obligation Debt

Total General Obligation Debt
K Bonds Outstanding as of March 4, 2014 before this sale
K Bonds of this sale
K Bonds Outstanding as of March 4, 2014 after this sale

Total General Obligation Variable Rate Debt
L Bonds Outstanding as of March 4, 2014

Total General Obligation Fixed Rate Debt
M Bonds Outstanding as of March 4, 2014 before this sale
M Bonds of this sale
M Bonds Outstanding as of March 4, 2014 after this sale

N Percent of Legal Debt Incurred

O Overlapping General Obligation Indebtedness of the City
As of December 31, 2013

P Statistical Summary Relating to General Obligation Indebtedness of the City
2010 - 2013
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HISTORY OF DEBT

TABLE H
Total General Obligation Debt

Variable Rate as
As of 12/31 Fixed Rate Variable Rate Total % of Total_________ _______________ _____________ _______________ _______________
2013  . . . . . . . . . . . . . . . . . . . . . $  688,546,012 $ 43,100,000 $  731,646,012 5.89%
2012  . . . . . . . . . . . . . . . . . . . . . 724,865,035 43,470,000 768,335,035 5.66
2011  . . . . . . . . . . . . . . . . . . . . . 837,657,771 45,700,000 883,357,771 5.17
2010  . . . . . . . . . . . . . . . . . . . . . 835,698,690 146,610,000 982,308,690 14.93
2009  . . . . . . . . . . . . . . . . . . . . . 931,152,751 152,390,000 1,083,542,751 14.06
2008  . . . . . . . . . . . . . . . . . . . . . 895,461,619 198,670,000 1,094,131,619 18.16
2007  . . . . . . . . . . . . . . . . . . . . . 925,680,409 220,040,000 1,145,720,409 19.21
2006  . . . . . . . . . . . . . . . . . . . . . 972,255,157 241,535,000 1,213,790,157 19.90
2005  . . . . . . . . . . . . . . . . . . . . . 1,048,499,328 226,775,000 1,275,274,328 17.78
2004  . . . . . . . . . . . . . . . . . . . . . 1,051,289,526 247,670,000 1,298,959,526 19.07
2003  . . . . . . . . . . . . . . . . . . . . . 1,006,058,235 241,435,000 1,247,493,235 19.38

TABLE I
Property Tax Supported General Obligation Debt

Variable Rate as
As of 12/31 Fixed Rate Variable Rate Total % of Total_________ _______________ _____________ _______________ _______________
2013  . . . . . . . . . . . . . . . . . . . . . $111,878,000 $          0 $111,878,000 0.00%
2012  . . . . . . . . . . . . . . . . . . . . . 140,590,000 0 140,590,000 0.00
2011  . . . . . . . . . . . . . . . . . . . . . 188,340,000 0 191,160,000 0.00
2010  . . . . . . . . . . . . . . . . . . . . . 196,195,000 44,475,000 240,670,000 18.48
2009  . . . . . . . . . . . . . . . . . . . . . 196,455,000 47,600,000 244,055,000 19.50
2008  . . . . . . . . . . . . . . . . . . . . . 206,040,000 53,000,000 259,040,000 20.46
2007  . . . . . . . . . . . . . . . . . . . . . 196,725,000 64,360,000 261,085,000 24.65
2006  . . . . . . . . . . . . . . . . . . . . . 195,625,000 79,355,000 274,980,000 28.86
2005  . . . . . . . . . . . . . . . . . . . . . 219,395,000 70,520,000 289,915,000 24.32
2004  . . . . . . . . . . . . . . . . . . . . . 194,860,000 91,920,000 286,780,000 32.05
2003  . . . . . . . . . . . . . . . . . . . . . 137,960,000 103,185,000 241,145,000 42.79

TABLE J
Non Property Tax Supported General Obligation Debt

Variable Rate as
As of 12/31 Fixed Rate Variable Rate Total % of Total_________ _______________ _____________ _______________ _______________
2013  . . . . . . . . . . . . . . . . . . . . . $576,668,012 $ 43,100,000 $  619,768,012 6.95%
2012  . . . . . . . . . . . . . . . . . . . . . 584,275,035 43,470,000 627,745,035 6.92
2011  . . . . . . . . . . . . . . . . . . . . . 646,497,771 45,700,000 692,197,771 6.60
2010  . . . . . . . . . . . . . . . . . . . . . 639,503,690 102,135,000 741,638,690 13.77
2009  . . . . . . . . . . . . . . . . . . . . . 734,697,751 104,790,000 839,487,751 12.48
2008  . . . . . . . . . . . . . . . . . . . . . 689,421,619 145,670,000 835,091,619 17.44
2007  . . . . . . . . . . . . . . . . . . . . . 728,955,409 155,680,000 884,635,409 17.60
2006  . . . . . . . . . . . . . . . . . . . . . 776,630,157 162,180,000 938,810,157 17.28
2005  . . . . . . . . . . . . . . . . . . . . . 829,104,328 156,255,000 985,359,328 15.86
2004  . . . . . . . . . . . . . . . . . . . . . 856,429,526 155,750,000 1,012,179,526 15.39
2003  . . . . . . . . . . . . . . . . . . . . . 868,098,235 138,250,000 1,006,348,235 13.74
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CERTAIN OTHER INDEBTEDNESS
The City has pledged to levy a tax at the rate of up to one-half of one percent of tax capacity as a back-up

guaranty for conduit revenue bonds issued by the Minneapolis Community Development Agency under its
Common Bond Fund Program. It is estimated that as of December 31, 2013, the Common Bond Fund (CBF)
Program will have $94,100,000 of bonds outstanding. No property tax levies have ever been requested or
are presently expected to be required under the pledge.

The CBF was created in 1982 in response to the need for a financing vehicle to issue revenue bond financing
for industrial/manufacturing and other development projects in the City that were unable to tap into the
financial capital market on their own. The CBF has typically provided financing for owner-occupied small
industrial/manufacturing companies that would be unable to borrow funds in the capital markets without a
bond rating. The CBF provides the access to the capital markets currently having a “A+” rating from Standard
& Poor’s.

The CBF maintains a cash reserve and has a diversified portfolio to minimize the risk of defaults in the
CBF. Use of the “A+” investment grade rating of the CBF to finance a variety of projects throughout Minneapolis
and Hennepin County provides a fixed low-interest rate with long-term funding as an incentive to businesses
to remain, grow and locate in Minneapolis and Hennepin County. The CBF is designed for established owner-
occupied manufacturing facilities with a history of profitability and whose owners provide personal guarantees.

The following table shows the issues outstanding as of December 31, 2013.
Final

Issues Outstanding Issue Maturity
as of December 31, 2013 Interest Rates Date Date Issued Retired Outstanding__________________________ ___________________ ___________ ___________ ___________ ___________ _______________

(In Thousands)

Halper  Box . . . . . . . . . . . . 5.10% to 6.15% 04/01/97 06/01/17 $  2,400 $  1,725 $   675
Baker Bearing  . . . . . . . . . 5.10% to 6.20% 05/01/97 12/01/16 2,900 2,505 395
Laurel Village Alden
Limited Partnership II . . 4.30% to 5.75% 10/01/97 06/01/27 2,515 810 1,705
Cord Sets  . . . . . . . . . . . . . 4.10% to 5.50% 07/01/98 06/01/18 1,500 1,000 500
Discount Steel – A  . . . . . . 5.00% to 5.25% 12/01/99 06/01/19 1,900 705 1,195
Kristol Properties . . . . . . . 2.45% to 5.12% 11/20/03 12/01/23 3,300 1,890 1,410
Infinite Graphics  . . . . . . . 2.25% to 5.50% 07/14/04 12/01/24 2,475 1,090 1,385
Theatres Bonds, 
Series 1005-1  . . . . . . . . . 5.23% to 6.30% 12/20/05 12/01/35 21,055 2,650 18,405
Ambassador Press
Refunding  . . . . . . . . . . . . 4.27% to 6.50% 06/26/06 12/01/26 8,400 3,115 5,285
Quality Resource 
Group  . . . . . . . . . . . . . . . 5.28% to 5.84% 03/04/07 12/01/27 3,100 615 2,485
New French Bakery  . . . . . 5.00% to 5.25% 07/01/07 06/01/28 8,990 655 8,335
Open Systems
International, Inc.  . . . . . 2.29% to 6.75% 06/01/10 06/01/40 18,000 560 17,440
Open Access Technology
Intl., Inc. . . . . . . . . . . . . . . 3.25% to 6.25% 12/29/10 12/01/40 23,070 780 22,290
LifeSource Project  . . . . . . 3.00% to 4.00% 10/17/13 06/01/39 12,595 — 12,595_________ _________ ________
Total CBF  . . . . . . . . . . . . . $114,130 $ 20,030 $94,100_________ _________ _________________ _________ ________

The City has issued in excess of $2.4 billion of conduit revenue bonds for commercial, industrial, housing,
education and health care purposes which are payable solely from payments required to be made by private for-
profit and non-profit borrowers. While defaults may exist with respect to certain of these issues from time to
time, the City has no obligation or expectation that it will contribute any funds in connection therewith. As of
December 31, 2013, outstanding private activity revenue bonds and notes are estimated to be $94.1 million. The
bonds are payable solely from revenues of the respective enterprises and do not constitute a charge against the
City’s general credit or taxing power. All such indebtedness has been excluded from the descriptions of
indebtedness herein.
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LEGAL DEBT CONSIDERATIONS

Statutory Considerations and Limitations; Procedure for Issuance of Obligations

Certificates of Indebtedness and Promissory Notes. In addition to being authorized by State law and the
City Charter to issue bonds, the City is authorized by the City Charter to borrow money using promissory notes
or certificates of indebtedness in anticipation of the collection of taxes levied for any fund, department or board
of the City for the purpose of raising money for such fund, department or board. Such certificates or notes may
be issued upon the written recommendation of the Finance Officer specifying the funds, departments or boards
of the City for whom and the purposes for which the moneys are desired, and the amount of each, and by the
affirmative vote of at least five of the seven members of the Board of Estimate and Taxation. The aggregate
principal amount of such notes and certificates remaining unpaid at any time may not exceed 50 percent of the
amount of taxes previously levied for such fund, department or board remaining uncollected and as to which
no penalty for nonpayment or delinquency has attached and such certificates and notes shall mature no later
than the anticipated date of receipt by the City of the taxes so anticipated. Such certificates and notes constitute
general obligations of the City. The City has managed its financial affairs so that it has had no need to issue
any such certificates or notes since 1959. 

Debt Limit. The City has the power to contract indebtedness for purposes specified by statute and the City
Charter so long as the net debt of the City does not exceed 3-1/3 percent of the market value of taxable property
located therein. For information with respect to the City’s percent of legal debt incurred, see the caption “LEGAL
DEBT CONSIDERATIONS — Statutory Debt Limit.” 

Issuance of Bonds. In addition to the statutory requirements referred to above, the City must comply with
certain statutory procedures before it may borrow money and incur bonded indebtedness. All proceedings for
the issuance of bonds by any municipality must be initiated by a resolution of the governing body thereof stating
the amount proposed to be borrowed and the purpose for which the debt is to be incurred. Obligations authorized
by law or charter may be issued by any municipality obtaining the approval of the majority of the electors
therein, except that an election is not required to authorize certain obligations issued by the Board of Estimate
and Taxation pursuant to the City Charter and obligations issued under statutory provisions which permit the
issuance of obligations of a municipality without an election. (See “THE CITY — Independent Boards — Board
of Estimate and Taxation.”) The Board of Estimate and Taxation has broad authority under State law and the
City Charter to issue bonds when requested by the City Council. Pursuant to certain State statutes and subject
to the limitations contained therein, the City Council has authority to issue bonds without an election for
certain purposes, including the financing of special assessment projects, development and redevelopment
districts, and housing loans. Pursuant to certain State statutes and subject to the limitations contained therein,
the Minneapolis Park and Recreation Board has authority to issue bonds for certain purposes, including special
assessment projects.  

Tax Increment Bond Procedure. The City has a number of tax increment financing districts created under
various laws. 

Any new tax increment districts must be created and financed under the Minnesota Tax Increment
Financing Act, Minnesota Statutes, Sections 469.174 to 469.179 which establishes uniform procedures for tax
increment financing. Tax increment districts may be created for certain qualified redevelopment, housing and
economic development projects. Creation of a new district involves preparation of a tax increment financing
plan, consultations with affected taxing jurisdictions, public hearings and municipal approval.
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Statutory Debt Limit
The “net debt” of the City may not exceed 3-1/3 percent of the market value of taxable property located

therein. The “net debt” of the City is defined by state law to mean the gross debt less the amount of current
revenues which are applicable within the current fiscal year to the payment of any debt and less the aggregate
of the principal of certain obligations, including: (1) obligations issued for improvements which are payable
wholly or partly from the proceeds of special assessments levied upon property specially benefited thereby,
including general obligations of the City, if the City is entitled to reimbursement in whole or in part from the
proceeds of the special assessments; (2) warrants or orders having no definite or fixed maturity; (3) obligations
payable wholly from the income from revenue producing conveniences; (4) obligations issued to create or
maintain a permanent improvement revolving fund; (5) obligations issued for the acquisition and betterment
of public water works systems and public lighting, heating or power systems and any combination thereof or
for any other public convenience from which a revenue is or may be derived; (6) certain debt service loans and
capital loans made to a school district; (7) obligations issued to pay pension fund obligations; (8) obligations to
pay judgments against the City; (9) the amount of all money and the face value of all securities held as a sinking
fund for the extinguishment of obligations other than those listed in this paragraph; and (10) all other
obligations which, under the provisions of law authorizing their issuance, are not to be included in computing
the “net debt” of the City.

Set forth in the table below is a comparison of the outstanding “net debt” of the City as a percentage of the
applicable debt limit as of December 31, 2010-2013 to the “net debt” of the City as a percentage of the applicable
debt limit. For purposes of the 2013 debt limit computation, the total market value of taxable property located
in the City was determined by adding three components: (1) the 2013 estimated market value of real estate
($32,161,776,000) and personal property ($407,338,000) in the City; (2) the 1966 market value of certain
personal property, which property was exempted from taxation by Chapter 32, Minnesota Laws 1967, pursuant
to Section 275.49 of the Minnesota Statutes ($298,030,000); and (3) plus an estimated fiscal disparities valuation
adjustment ($202,736) representing the estimated market value of the amount by which the City’s contribution
to the Metropolitan Pool exceeded the portion of the areawide tax base allocated to the City pursuant to the
Metropolitan Fiscal Disparities Act (see the caption “CITY PROPERTY VALUES AND TAXES — Metropolitan
Fiscal Disparities Act”).

TABLE N

PERCENT OF LEGAL DEBT INCURRED

December 31, December 31, December 31, December 31,
2013 Est. 2012 2011 2010______________________ ______________________ ______________________ ______________________

Total Market Value of Taxable 
Property Located within the 
City Applicable to Debt 
Limit Computation  . . . . . . . . . . . . . . . . $33,069,880,000 $33,931,802,000 $35,208,853,000 $37,626,194,000
Legal Debt
Percentage Allowed . . . . . . . . . . . . . . . . 3-1/3% 3-1/3% 3-1/3% 3-1/3%
Legal Debt Limit . . . . . . . . . . . . . . . . . . . $ 1,102,329,000 $ 1,131,060,000 $ 1,173,628,000 $ 1,254,206,000
General Obligation Bonds 
Outstanding Subject to Debt 
Limit (“Net Debt”)(1)  . . . . . . . . . . . . . . . $   128,911,000 $ 154,631,000 $   213,714,000 $  246,982,000
Unused Margin of 
Indebtedness  . . . . . . . . . . . . . . . . . . . . . $   973,418,000 $ 976,429,000 $   959,914,000 $ 1,007,225,000
Percent of Legal Debt 
Incurred . . . . . . . . . . . . . . . . . . . . . . . . . 11.69% 13.67% 18.21% 19.69%

(1)  From the aggregate principal amount of general obligation bonds subject to the debt limit outstanding as of
December 31, there has been subtracted estimated moneys in the sinking fund for such bonds.
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Anticipated Issuances 2014

The City Council is considering issuing up to $100 million in taxable bonds for the renovation of Target
Center. The proposed bonds are not expected to be supported by property taxes.

The Board of Estimate & Taxation carried forward approximately $60,403,000 of authorized not yet issued
bonds into 2014. The 2014 Capital Program requests $61,330,000 of bonding support. This brings the total
amount of authorized, not yet issued to approximately $122 million. The Board solicits from the various capital
project managers the estimated cash outflow schedules for their projects with bonding. After consolidating the
cash outflow schedules and meeting City Charter and State requirements the Board anticipates issuing late
in 2014 for only the amounts that will be expended in 2014. Pending submissions of the estimated cash outflow
schedules, this rate is currently estimated at $50,000,000. See table below for more detail as to the capital
project category of the bonding.

Bonds Requested Bonds Authorized Current Bonds
as part of the Not Yet Issued Authorized
Adopted 2014 Carried Over Not Yet Issued

Capital Program to 2014 by The Board___________________ ___________________ ___________________

Property Tax Supported Bonds
Public Works (PW) Bike Related  . . . . . . . . $   625,000 $ 1,950,000 $ 2,575,000
PW Bridges  . . . . . . . . . . . . . . . . . . . . . . . . . 2,805,000 2,535,000 5,340,000
PW Development Infrastructure  . . . . . . . . 1,400,000 2,800,000 4,200,000
PW Lighting . . . . . . . . . . . . . . . . . . . . . . . . . 1,550,000 1,550,000
PW Paving  . . . . . . . . . . . . . . . . . . . . . . . . . . 11,145,000 11,319,000 22,464,000
PW Sidewalks  . . . . . . . . . . . . . . . . . . . . . . . 295,000 295,000
PW Traffic  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,800,000 2,285,000 5,085,000_______________ _______________ ________________

PW Subtotals . . . . . . . . . . . . . . . . . . . . . $20,620,000 $20,889,000 $ 41,509,000

311 System refresh  . . . . . . . . . . . . . . . . . . . $230,000 $   230,000
911 Telephone replacement . . . . . . . . . . . . . 975,000 44,000 1,020,000
Arts in Public Places  . . . . . . . . . . . . . . . . . . 480,000 723,000 1,203,000
Information Technology . . . . . . . . . . . . . . . . 2,050,000 475,00 2,525,000
MBC (Public Bldgs. – City Hall)  . . . . . . . . . 995,000 1,456,000 2,451,000
Park Board Projects . . . . . . . . . . . . . . . . . . . 2,500,000 6,025,000 8,525,000
Property Services (Public Bldgs.)  . . . . . . . . 3,865,000 2,645,000 6,510,000_______________ _______________ ________________

Subtotals Other  . . . . . . . . . . . . . . . . . . . $11,095,000 $11,369,000 22,464,000

Property Tax Supported Totals  . . . . . . . . . . . . . $31,715,000 $32,258,000 $ 63,973,000
Non Property Tax Supported Bonds

Assessments . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,915,000 $ 1,200,000 $ 9,115,000
Parking Bonds  . . . . . . . . . . . . . . . . . . . . . . . — 745,000 745,000
Sanitary Sewer Bonds  . . . . . . . . . . . . . . . . . 6,000,000 4,700,000 10,700,000
Storm Water Bonds  . . . . . . . . . . . . . . . . . . . 7,700,000 19,500,000 27,200,000
Water Bonds . . . . . . . . . . . . . . . . . . . . . . . . . 8,000,000 2,000,000 10,000,000_______________ _______________ ________________

Non Property Tax Subtotals  . . . . . . . . . $29,615,000 $28,145,000 $ 57,760,000

Total Bonding Request at the Board
of Estimate and Taxation . . . . . . . . . . . . . . . . . $61,330,000 $60,403,000 $121,733,000
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Overlapping Indebtedness of the City
Set forth in the table that follows is information relating to the outstanding overlapping general obligation

indebtedness of the City as of December 31, 2013.

TABLE O

OVERLAPPING GENERAL OBLIGATION INDEBTEDNESS OF THE CITY
(as of December 31, 2013)

Net General
Obligation Percent Amount of
Bonded Debt of Debt Debt
Outstanding Applicable Applicable___________________ _____________ _________________

Special School District No. 1  . . . . . . . . . . . . . . . . . . . . . $ 197,989,835 100.00% $197,989,835
Hennepin County(1)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . 723,264,582 26.25% 189,856,953
Hennepin County Regional Railroad Authority*  . . . . . 37,350,216 26.25% 9,804,432
Metropolitan Council*  . . . . . . . . . . . . . . . . . . . . . . . . . . 158,664,771 12.06%(2) 19,134,971___________________ _________________
Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,117,269,404 $416,786,191

(1)  Excludes Hennepin County Suburban Library Bonds for which the taxpayers in the City are not obligated.
(2) Date is as of 12/31/2012, 2013 not yet available.
* Net of estimated funds on hand in the debt service accounts.
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Statistical Summary Relating to Indebtedness of the City
Set forth in the table below is a summary relating to indebtedness of the City as of December 31 for the

years 2010 through 2013.

TABLE P

STATISTICAL SUMMARY RELATING TO GENERAL OBLIGATION
INDEBTEDNESS OF THE CITY

Estimated Actual Actual Actual
2013 2012 2011 2010______________________ ______________________ ______________________ ______________________

Assessor’s Estimated Market Value 
of(1) Taxable Property in the City  . . . . $32,569,114,445 $33,599,252,600 $34,955,675,900 $37,057,503,700

Direct Indebtedness(2)  . . . . . . . . . . . . . . 712,341,119 740,140,035 825,271,805 925,356,051

Adjusted Direct Indebtedness(3)  . . . . . . 92,583,000 122,934,000 167,811,808 192,539,652

Direct Indebtedness and Direct 
Overlapping Indebtedness
Chargeable to the City(4)  . . . . . . . . . . . 1,563,832,310 1,174,846,035 1,242,354,805 1,367,970,141

Adjusted Direct Indebtedness and 
Adjusted Overlapping Indebtedness 
Chargeable to the City(4)  . . . . . . . . . . . 944,075,191 557,640,000 584,894,808 635,153,742

Direct Indebtedness as a Percentage 
of Estimated Full Market Value of 
Taxable Property  . . . . . . . . . . . . . . . . . 2.19% 2.20% 2.36% 2.50%

Adjusted Direct Indebtedness as a 
Percentage of Estimated Full Market 
Value of Taxable Property(3)  . . . . . . . . 0.28% 0.37% 0.48% 0.52%

Direct Indebtedness and Direct Over-
lapping Indebtedness as a 
Percentage of Estimated 
Full Market Value(4)  . . . . . . . . . . . . . . 4.80% 3.50% 3.55% 3.69%

Adjusted Direct Indebtedness and 
Direct Overlapping Indebtedness 
as a Percentage of Estimated 
Full Market Value  . . . . . . . . . . . . . . . . 2.90% 1.66% 1.67% 1.71%

Estimated Population of the City . . . . . 393,000 392,008 387,873 382,578

Direct Indebtedness Per Capita  . . . . . . $ 1,812.57 $1,888.07 $2,127.69 $2,418.74

Adjusted Direct Indebtedness 
Per Capita  . . . . . . . . . . . . . . . . . . . . . . $ 235.58 $  313.60 $ 432.65 $ 503.27

Direct Indebtedness and Over-
lappingIndebtedness Per Capita  . . . . $ 3,979.22 $2,997.00 $3,202.99 $3,575.66

Adjusted Direct Indebtedness and 
Adjusted Overlapping 
Indebtedness Per Capita . . . . . . . . . . . $ 2,402.22 $1,422.52 $1,507.95 $1,660.19

(1)  Tax capacity values do not include (i) valuation increases allocated to tax increment project financing, or (ii) net contributions to or
distributions from an area tax base pursuant to the Metropolitan Fiscal Disparities Act (see the caption “CITY PROPERTY VALUES
AND TAXES — Metropolitan Fiscal Disparities Act”).

(2)  Direct indebtedness is total General Obligation debt less related sinking funds.
(3)  The Adjusted Direct Indebtedness represents the total general obligation indebtedness of the City less that indebtedness supported

by revenues other than general property taxes less revenue present in the sinking fund as of December 31.
(4)  December 31, 2013 overlapping indebtedness is assumed to equal Table O.
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FINANCIAL INFORMATION

Accounting Information
In accordance with the City Charter, the various accounts of the City are maintained on a fund basis

representing a series of independent fiscal and accounting entities with self-balancing sets of accounts into in
which funds are appropriated, revenues collected, or taxes levied are paid and from which related expenditures
are made.

The City maintains its financial records on a calendar year basis. Copies of the City’s complete financial
statements for the year ended December 31, 2012 are available upon request from the office of the Finance
Officer, 325M City Hall, Minneapolis, Minnesota. The report can be requested by phone 612-673-2079 or email
“finance@minneapolismn.gov”.

The complete report is available for viewing on the following web site:
www.minneapolismn.gov/finance/reports/CAFR.

Appendix C contains the information listed below from the Comprehensive Annual Financial Report, City
of Minneapolis, Minnesota for the fiscal year ended December 31, 2012;

Introductory Section
Management’s Discussion and Analysis
Basic Financial Statements
Notes to the Financial Statements
Required Supplementary Information Other Than Management’s Discussion and Analysis
Other Supplementary Information

A financial status report for the interim period ending September 30, 2013 can be viewed at:
www.minneapolismn.gov/finance/reports/financial-reports_special-reports_index

Schedule of Cash, Cash Equivalents and Fund Investments
A comparison of combined cash and cash equivalents as of December 31 for the years 2011 and 2012 follows:

Schedule of Cash and Cash Equivalents by Fund Type
(Amounts in Thousands)

Fund Type 2012 2011__________ ___________
Governmental Funds:
General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 87,807 $ 76,313
Community Planning and Economic Development Special Revenue Fund . . 169,679 167,599
Convention Center Special Revenue Fund  . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,421 31,113
Permanent Improvement Capital Projects  . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,560 27,372
Development Debt Service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,656 44
General Debt Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,644 20,557
Non-Major Governmental  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,796 32,283

Proprietary Funds:
Enterprise Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,092 96,556
Internal Service Funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,950 73,570

Fiduciary Funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,566 2,715

Discrete Component Units
Park and Recreation Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,855 21,411
Municipal Building Commission  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,044 1,185
Meet Minneapolis  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,053 998__________ ___________
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $593,123 $551,716__________ _____________________ ___________
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INVESTMENT POLICY

The City’s original Investment Policy was implemented in 1987, and most recently revised in July 2012.
The Investment Policy presents laws, policies and other pertinent information regarding the City’s cash
management and investment responsibilities.  A goal of the Investment Policy is to ensure that all revenues
received by the City are promptly recorded, deposited, and invested if not immediately needed to
meet obligations.

The Investment Policy of the City is to define the parameters within which funds are to be managed. In
methods, procedures and practices, the policy formalizes the framework for the City’s investment activities
that must be exercised to ensure effective and judicious fiscal and investment management of the City’s funds.
Safety of principal is the foremost objective of the investment program. All investments shall be in accordance
with Minnesota Statute 118A and undertaken in a manner that seeks to ensure the preservation of capital in
the overall portfolio.

The Chief Financial Officer of the City is charged with oversight of the investment function and
establishment of internal controls and procedures for effective cash management. The internal controls and
procedures are to be reviewed by the internal auditor and state auditor for their ability to prevent potential
losses from fraud, error, misrepresentation by third parties, or imprudent actions.

It is the policy of the City to diversify its investment portfolio. Assets held shall be diversified to eliminate
the risk of loss resulting from over-concentration of assets in a specific maturity, a specific issuer, or a specific
class of securities. Portfolio maturities shall be staggered in a way that avoids undue concentration of
assets in a specific maturity sector.  Maturities shall be selected which provide for stability of income and
reasonable liquidity.

Derivative securities shall only be used after careful evaluation by knowledgeable, professional investment
advisors regarding the benefits of the instruments as well as all of the associated risks including: counterparty
credit risk, market risk, settlement risk and operating risk.

The City pools the cash balances from its various funds into the investment portfolio. A summary of the
portfolio’s holdings by sector as of December 31, 2013, is as shown in the table below.

Portfolio Holdings By Sector
December 31, % of

Market Value in millions 2013 Portfolio_______________________ _____________ _________
Cash and equivalents*  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60.1 8.1%
Commercial Paper . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41.3 5.5%
Federal Agency  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 248.3 33.3%
Mortgage Backed  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70.7 9.5%
Municipals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54.9 7.4%
US Treasuries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 271.1 36.3%_______ ________
Total Cash & Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $746.4 100.0%_______ _______________ ________

*Net of checks outstanding
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PENSION PLANS

Pension Plans — Overview
The City of Minneapolis annually contributes to three pension plans. They are:
• Minnesota Teachers Retirement Association (TRA).
• Minneapolis Community Development Agency plan at The Union Life Insurance Company.
• Public Employee Retirement Association (PERA) which administers:

The General Employees Retirement Fund Coordinated (GERF).
Minneapolis Employees Retirement Fund (MFRF) which is a separately managed account
within GERF.
Public Employees Police & Fire Fund (PEPFF).

Minnesota state statutes govern the actuarial standards for each fund. The coverage, contribution rates,
benefit levels and auxiliary benefits are all governed by state statute. Boards govern the day-to-day operations
of the funds and are subject to fiduciary standards established in state law. Local government representatives,
together with representatives of active and retired employees, are appointed or elected to each of the boards of
these funds.

TRA and PERA are audited annually by the Office of the Legislative Auditor. A joint legislative pension
commission oversees each public pension fund.

Pension Plans — Specific Fund Information

Minnesota Teachers Retirement Association (TRA)—Minneapolis annually levies a property tax to
provide its annual contributions to the Minnesota Teachers Retirement Association (TRA) as a result of the 2006
State legislation which consolidated the Minneapolis Teachers Retirement Fund Association (MTRFA) with
TRA. The MTRFA was formed in 1919 and predated the first statewide teacher plan of 1915. The 1915 TRA was
subsequently dissolved and the current TRA Fund was established in 1931. As part of the 2006 consolidation
all MTRFA State aid was redirected to TRA as was the City’s annual $2,250,000 contribution through 2037.
Further information on TRA can be found at their web site: http://www.tra.state.mn.us.

Minneapolis Community Development Agency Plan at The Union Life Insurance Company —
Qualified employees of the MCDA belonged to a defined contribution pension plan administered by Union
Central Life Insurance Company. A permanent employee became a participant in the plan on April 1 or
October 1, following completion of his or her probationary period and after attaining age 20.5.

Benefits and contribution requirements were established and amended by the MCDA’s board of
commissioners. All provisions are within limitations established by Minnesota Statutes.

The City contributes 5.3% and the employee participants contribute 5.1% of the participants’ annual
compensation to an Investment Fund administered by Union Central Life Insurance Company which will
provide retirement benefits under a Money Purchase Plan. Participants are vested at the rate of 20% per year
for the employer’s share of the contribution and are 100% vested immediately as to their individual
contributions.

The City has contributed the following amounts for the plan years ending September 30 of:

2003 $331,265 2008 $120,865 2013 $118,914
2004 157,889 2009 140,002
2005 127,573 2010 137,259
2006 118,986 2011 135,525
2007 139,320 2012 129,139
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MINNESOTA DEFINED BENEFIT PENSION PLANS

General Information

The State has three major state-wide retirement systems that cover most of the public employees of the
State and its counties, municipalities and school districts. These systems are the Minnesota State Retirement
System (“MSRS”), the Public Employees Retirement Association (“PERA”) and the State Teachers’ Retirement
Association (“TRA,” and collectively, the “Retirement Systems”). The Retirement Systems were established by
the Legislature in 1929 through 1931 to collect the contributions of employees and employers and to pay benefits
to retired public employees and their beneficiaries. The State is the primary employer for MSRS.

MSRS, PERA and TRA each prepare and publish their own comprehensive annual financial report,
consisting of financial statements and required supplementary information and containing detailed financial
and actuarial information. Much of the information that is contained in this section “MINNESOTA DEFINED
BENEFIT PENSION PLANS” (i) relies on information produced by the administrators of the Retirement
Systems or their accounting and actuary agents, (ii) depends upon future events, which may or may not be
consistent with any of the assumptions, may deviate significantly from those assumptions and may alter the
outcomes of the plans and the obligations of the State and other employers as a result. The State intends to
implement the two new GASB pension-related statements (Statement 67 — Financial Reporting for Pension
Plans and Statement 68 — Accounting and Financial Reporting for Pensions) on or before their effective dates.
These comprehensive annual financial reports are available from the following public web sites:

MSRS: http://www.msrs.state.mn.us/
PERA: http://www.mnpera.org/
TRA: http://www.minnesotatra.org/

Each plan administrator accounts for one or more pension plans as part of their system. For some of these
plans, the State contributes as an employer, and performs only a fiduciary role for other plans. These pension
plans are categorized as either defined benefit or defined contribution or investment trust funds. The State is
the primary employer for MSRS, and is only a minor employer in the PERA and TRA plans. The State also
makes non-employer contributions to certain plans and makes contributions to certain local governments to
assist them with their pension funding obligations, as described herein. In addition, the State has historically
appropriated general (non-pension related) State aid payments to certain local governments and school districts
that are contributing employers in these plans.

In a defined benefit pension plan (“DB”), a periodic (usually monthly) benefit is paid to retired, disabled and
survivors of deceased employees in an amount determined at the time of retirement. The amount of the periodic
benefit is generally determined on the basis of service credits and salary. The benefit is payable to the retiree
for life and, if applicable, a survivor’s benefit is provided to the designated beneficiary of the retiree. To fund
the benefits paid by the defined benefit pension plan, both the employee and employer make a contribution to
the plan based on a percentage of the plan member’s salary. The contribution percentage is specified in State
statute. Actuarially required contributions to the plans are calculated annually by an independent actuary
pursuant to State statutes. See “Actuarial Valuation Requirements” below.

Overview — PERA

Public Employees Retirement Association (“PERA”) administers pension funds that serve approximately
245,000 active county, school and local public employees, benefit recipients, their survivors and dependents.
PERA serves more than 2,000 separate governmental entities. These participating employers include cities,
counties, townships, and school districts located throughout the state. At June 30, 2013, PERA’s membership
included 154,260 current, active employees and 93,261 fit recipients in the four cost-sharing multi-employer
defined benefit plans. The four cost-sharing plans include the General Employees Retirement Fund (GERF), the
Public Employees Police and Fire Fund (PEPFF), the Public Employees Correctional Fund (PECF), and the
Minneapolis Employees Retirement Fund (MERF). Information for the year ending June 30, 2014 will be
available after November 1, 2014.
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The PERA Board of Trustees is responsible for administering these funds in accordance with statutes
passed by the Minnesota Legislature and has a fiduciary obligation to PERA’s members, the governmental
employers, the state, and its taxpayers. The PERA Board of Trustees is composed of 11 members. The State
Auditor is a member by statute. Five trustees are appointed by the Governor. Serving four-year terms, these
five trustees represent cities, counties, school boards, retired annuitants, and the general public, respectively.

The remaining five board members are elected by the PERA membership at large to serve four-year terms.
Three represent the general active membership, one trustee represents Police and Fire Fund members, and one
trustee represents annuitants and benefit recipients.

The board appoints an executive director to serve as chief administrative officer of PERA. With approval
of the board, the director develops the annual administrative budget, determines staffing requirements,
contracts for actuarial and other services, and directs the day-to-day operation of the association.

PERA administers three separate defined benefit pension funds and one defined contribution plan. Each
has specific membership, contribution, benefit, and pension provisions.

The General Employees Retirement Fund (GERF) encompasses three plans: the PERA Coordinated Plan,
the PERA Basic Plan, and the Minneapolis Employees Retirement Fund (MERF). The Coordinated Plan,
created in 1968, provides retirement and other benefits in addition to those supplied by Social Security. The
Basic Plan established in 1931, is not coordinated with the federal program and was closed to new members
on December 31, 1967. MERF was a separate entity until June 30, 2010, when it was consolidated under the
GERF. Assets and liabilities are kept separate until MERF becomes 80% funded, at which time MERF will be
fully merged into the GERF. MERF is a defined benefit plan with 3,909 retirees, 64 active members and 57
deferred members. All of the active members are eligible to retire. Employers include the City of Minneapolis,
Minneapolis Schools, Metropolitan Airports Commission, Hennepin County, MnSCU, Metropolitan Council,
and the Municipal Building Commission.

The Public Employees Police and Fire Fund (PEPFF) originally established in 1959 for police officers and
firefighters not covered by a local relief association, now encompasses all Minnesota police officers and
firefighters hired since 1980. As of July 1, 1999, this fund also includes the members of 44 previously local
police and fire relief associations that elected to have PERA administer their plan. In 2011 and 2012
respectively, legislation was enacted to merge the Minneapolis Police and Minneapolis Firefighters Relief
Associations effective December 30, 2011, and the Virginia Fire and Fairmont Police Relief Associations effective
June 29, 2011 with PERA Police and Fire.

The Local Government Correctional Service Retirement Fund (called the Public Employees Correctional
Fund or PECF) was created in 1999 to cover local government correctional service employees who spend most
of their time in direct contact with inmates. The majority of these employees were formerly part of the
Coordinated Plan. The City has no employees in this fund.

Membership statistics for each of the funds, as of June 30, 2013, follows:
Public Public Minneapolis

General Employees Employees Employees
Employees Police & Fire Correctional Retirement

Retirement Fund Fund Fund Fund TOTAL___________________ _______________ ______________ ______________ _______________
Retirees . . . . . . . . . . . . . . . . . 69,594 6,729 530 3,134 79,987
Beneficiaries . . . . . . . . . . . . . 7,508 1,872 30 766 10,176
Disabilitants . . . . . . . . . . . . . 1,981 978 130 9 3,098
Terminated Members:
Vested, no benefits . . . . . . 45,946 1,388 2,232 57 49,623
Non Vested . . . . . . . . . . . . 119,509 988 1,816 0 122,313

Active Members:
Vested . . . . . . . . . . . . . . . . 104,658 9,940 2,694 64 117,356
Non Vested . . . . . . . . . . . . 35,105 1,000 799 0 36,904__________________ _______________ ________________ _____________ __________________

Totals . . . . . . . . . . . . . . . . . . . 384,301 22,895 8,231 4,030 419,457__________________ _______________ ________________ _____________ ____________________________________ _______________ ________________ _____________ __________________
Annualized Payroll . . . . . . . . $5,256,798,000 $822,003,000 $174,707,000 $4,258,000 $6,257,766,000
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Investments

Assets of the pension funds are invested by the Minnesota State Board of Investment (the “SBI”).
SBI prepares and publishes an annual financial report including financial statements and required
supplementary information. The information that is contained in the sections “Investments,” and
“Investment Results” including information on asset allocation is provided by SBI.

The SBI is established by Article XI of the Minnesota Constitution to invest all state funds. Its membership,
as specified in the Constitution, is comprised of the Governor (who is designated as chair of the Board),
State Auditor, Secretary of State and State Attorney General. All investments undertaken by the SBI are
governed by the prudent person rule and other standards codified in Minnesota Statutes, Chapter 11A and
Chapter 356A.

The prudent person rule, as codified in Minnesota Statutes Section 11A.09, requires all members of the
Board, Investment Advisory Council, and SBI staff to “...act in good faith and ...exercise that degree of judgment
and care, under circumstances then prevailing, which persons of prudence, discretion and intelligence exercise
in the management of their own affairs, not for speculation, but for investment, considering the probable safety
of their capital as well as the probable income to be derived therefrom.” Minnesota Statutes Section 356A.04
contains similar codification of the prudent person rule applicable to the investment of pension fund assets.

In addition to the prudent person rule, Minnesota Statutes Section 11A.24 contains a specific list of asset
classes available for investment including common stocks, bonds, short term securities, real estate, private
equity, and resource funds. The statutes prescribe the maximum percentage of fund assets that may be invested
in various asset classes and contain specific restrictions to ensure the quality of the investments.

A 17-member Investment Advisory Council, ten members of which are local investment professionals,
advises the SBI on investment policy. The executive directors of the Retirement Systems also serve as members.
Also, investment consultants are hired to monitor and evaluate investment performance of the investment
firms hired by the SBI. Within the requirements defined by state law, the State Board of Investment, in
conjunction with SBI staff and the Investment Advisory Council, establishes investment policies for all
funds under its control. These investment policies are tailored to the particular needs of each fund and
specify investment objectives, risk tolerance, asset allocation, investment management structure and
specific performance standards. The Board, its staff, and the Investment Advisory Council have
conducted detailed analyses that address investment objectives, asset allocation policy and management
structure of each of the funds under the SBI’s control. The studies guide the on-going management of these
funds and are updated periodically.

The individual pension plans invest in investment pools administered by the SBI. The pools function much
like mutual funds, with the pension plans purchasing “units” of the pools rather than purchasing individual
securities. The Combined Funds represent the assets for both the active and retired public employees in the ten
statewide retirement plans which are administered by the three state-wide retirement systems, TRA, PERA,
and MSRS.

Actuarial Assumed Return and Asset Allocation

Employee and employer contribution rates are specified in state law as a percentage of an employee’s
salary. The rates are set so that contributions plus expected investment earnings will cover the projected cost
of promised pension benefits. In order to meet these projected pension costs, Minnesota statutes specify the
annual investment return the retirement fund assets are assumed to earn. The 2012 Legislature modified the
investment earnings assumption to a “select and ultimate” method, effective for the July 1, 2013 actuarial
valuation report (For additional information on the select and ultimate method, see “Recent Pension Legislation
and Litigation,” herein). The annualized investment return assumed is 8.0 percent for fiscal year 2012 through
fiscal year 2016 and 8.5 percent annualized for fiscal year 2017 and years thereafter. Normally, pension assets
will accumulate in the Combined Funds for 30 to 40 years during an employee’s years of active service. A typical
retiree can be expected to draw benefits for an additional 15 to 20 years. This provides the Combined Funds with
a long investment time horizon and permits the Board to take advantage of the return opportunities offered
by common stocks and other equity investments in order to meet the actuarial return target.
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The allocation of assets among stocks, bonds, alternative investments and cash has a dramatic impact on
investment results. In fact, asset allocation decisions overwhelm the impact of individual security selection
within a total portfolio. The asset allocation of the Combined Funds is reviewed periodically. SBI has chosen to
incorporate a large commitment to common stocks in the asset allocation policy for the retirement funds. In
order to limit the short run volatility of returns exhibited by common stocks, the Board includes other asset
classes such as bonds, real estate, and resource investments in the total portfolio. This diversification is intended
to reduce wide fluctuations in investment returns on a year to year basis and without impairing the Funds’
ability to meet or exceed the actuarial return target over the long-term. The Combined Funds has a policy asset
allocation based on the investment objectives of the Combined Funds and the expected long term performance
of the capital markets. The policy asset allocation of the Combined Funds was approved by the Board in
December 2008, and is as follows:

Domestic Stocks 45% Alternative Assets 20%
International Stocks 15% Unallocated Cash 2%
Bonds 18%

The SBI’s asset rebalancing policy is as follows: When actual asset allocation deviates 5% to 10% from the
target, rebalancing is at the discretion of the SBI. If the actual allocation deviates 10% or more from the target,
assets must be redistributed to achieve long-term allocation targets. (The target allocation for domestic equity
is 45% of the fund. A 5% deviation would equal 2.25%.) The uncommitted allocation in Alternatives is invested
in fixed income.

The following table represents the actual asset allocation and the market value for the Combined Funds
as of June 30, 2012 and September 30, 2013.

Combined Funds Assets
Periods Ending June 30, 2012 and September 30, 2013

Actual Market Actual Market
Policy Mix Value** Mix Value***
Targets 9/30/2013 (millions) 6/30/2012 (millions)_________ __________ __________ __________ __________

Domestic Stocks . . . . . . . . . . . . . . . . . . 45.0% 46.4% $25,138 45.2% $21,508
International Stocks  . . . . . . . . . . . . . . 15.0 15.7 8,502 14.9 7,074
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . 18.0 22.3 12,070 22.3 10,597
Alternative Assets*  . . . . . . . . . . . . . . . 20.0 13.1 7,081 15.7 7,441
Unallocated Cash . . . . . . . . . . . . . . . . . 2.0 2.5 1,397 1.9 914_______ _______ __________ _______ __________

100.0% 100.0% $54,188 100.0% $47,534

* Any uninvested allocation is held in domestic bonds.
** Market value based on fair value as defined in GASB 31.
Source: SBI Combined Funds Performance, periods ending June 30, 2012 and September 30, 2013.
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Investment Results

All assets in the Combined Funds are managed externally by investment management firms retained
by contract.

Investment income is recognized as earned. Accrued investment income of the pooled investment accounts
is included in participation in the accounts. Gains or losses on sales or exchanges are recognized on the
transaction date. The cost of security transactions is included in the transaction price. Administrative expenses
of SBI and investment management fees of the external money managers and the state’s master custodian for
pension fund assets are allocated to the funds participating in the pooled investment accounts.

The rate of return in the Combined Funds was 23.3% in the fiscal year ending June 30, 2011 and 2.4% for
the fiscal year ending June 30, 2012. The Fiscal Year 2013 performance return for the combined funds was
14.2%. Under the statutory “select and ultimate” method investment earnings assumption, effective
commencing with the July 1, 2012 actuarial valuation report, the annualized assumed investment return is
8.0% for fiscal year 2012 through fiscal year 2016 and 8.5% annualized for fiscal year 2017 and years thereafter.
(For additional information on the select and ultimate method, see “Recent Pension Legislation and Litigation.”)
Over a 10 year period, the Combined Funds are expected to outperform a composite market index weighted in
a manner that reflects the long-term asset allocation over the latest 10-year period.

Period Ending June 30, 2011
2011 2010 2009 2008 2007 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 301/2 Yr.______ ______ ______ ______ ______ ______ ______ ______ ______ ______ _______

Combined  Funds......... 23.3% 15.2% -18.8% -5.0% 18.3% 4.9% 5.3% 5.9% 8.8% 8.9% 10.1%
Composite Index.............. 22.4% 13.5% -18.4% -3.9% 18.0% 4.3% 5.1% 5.8% 8.5% 8.7% N/A

Period Ending June 30, 2012
2012 2011 2010 2009 2008 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 301/2 Yr.______ ______ ______ ______ ______ ______ ______ ______ ______ ______ _______

Combined  Funds......... 2.4% 23.3% 15.2% -18.8% -5.0% 13.3% 2.3% 7.0% 8.2% 8.4% 10.2%
Composite Index.............. 3.0% 22.4% 13.4% -18.4% -3.9% 12.6% 2.3% 6.9% 8.0% 8.2% N/A

Period Ending June 30, 2013
2013 2012 2011 2010 2009 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 30 Yr.______ ______ ______ ______ ______ ______ ______ ______ ______ ______ _______

Combined  Funds......... 14.2% 2.4% 23.3% 15.2% -18.8% 13.0% 6.2% 8.2% 8.2% 9.0% 9.4%
Composite Index.............. 12.9% 3.0% 22.4% 13.4% -18.4% 12.5% 5.7% 7.9% 8.0% 8.7% N/A

Period Ending September 30, 2013
2013 2012 2011 2010 2009 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 30 Yr.______ ______ ______ ______ ______ ______ ______ ______ ______ ______ _______

Combined  Funds......... 14.9% 18.1% 3.0% 11.7% -1.4% 11.8% 9.0% 8.4% 8.3% 9.2% 9.7%
Composite Index.............. 13.5% 17.7% 2.8% 10.8% -2.5% 11.2% 8.2% 8.1% 8.1% 8.9% N/A

Source SBI

Statutory Funding Requirements

Minnesota’s defined benefit retirement plans are financed in several ways, including employee
contributions, contributions from State agencies for their covered employees, contributions from local political
subdivisions, and direct State appropriations. For substantially all of the defined benefit plans, both the
employee and employer make a contribution to the plan based on a percentage of the plan member’s salary. Each
fund’s financing requirement is determined by a specific formula established in State law.

The statutory funding formulas are not always consistent with the calculated actuarial requirements as
described below. No assurance can be provided that the formulas will not change in the future. A brief
description is provided below of the existing formula for the State System Plans and the local defined
contribution plans that are governed by State statutes:
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PERA: PERA consists of the assets of six pension funds, five of which are defined benefit plans. The State
does not make employer contributions to PERA other than covered individuals employed by PERA, and a small
number of employees from the Minnesota State Colleges and University system (“MnSCU”), the Public Defense
Board, Department of Military Affairs and the court system that were grandfathered in. For each of the defined
benefit funds in PERA (except as noted below), both the employee and employer make a contribution to the plan
based on a percentage of the plan member’s salary. The contribution percentage is specified in statute.

a. Minneapolis Employees’ Retirement Fund (“MERF”). This fund was closed to new members. In
July 2008 the MERF Board of Trustees voted to transfer the management of their assets to the Minnesota
State Board of Investment. On June 30, 2010, the administration of MERF was transferred to the Public
Employees Retirement Association. All assets, service credit, benefits liabilities transferred to a separate
MERF division account administered by PERA on June 30, 2010. The annual General Fund obligation is
specified in statute as: the actuarially determined financial requirements of the MERF account less the
employer and employee contribution of 9.75% of covered payroll, less the additional employer contribution
of 2.68% of covered payroll, and less $3,900,000. The total State contribution cannot exceed $9,000,000 per
year plus $13,750,000 on September 15, 2011, $13,750,000 on September 15, 2012, and $15,000,000
thereafter, until June 30, 2031. After June 30, 2012, the annual additional employer supplemental
contribution will be a minimum of $27,000,000 and a maximum of $34,000,000.

b. Local Police and Fire Amortization Aid. This aid program is specified in statute. As originally
designed, it funded the State’s share of amortizing unfunded liabilities of local police or fire relief
associations that were being merged into a centralized fund (PERA). In more recent years, part of the
money has been redirected to the Minneapolis (now part of the Teacher’s Retirement Association), St. Paul,
and Duluth teacher retirement plans. The State’s contribution remains at the Fiscal Year 1992
appropriation level, or less, until St. Paul Teachers’ Plan becomes fully funded.

Retirement Systems Funding

State law requires the Retirement Systems to “pre-fund” future benefit obligations. Rather than collecting
only sufficient sums from current active workers to pay current retired members and beneficiaries, the
Retirement Systems are required by statute to accumulate enough assets to cover all benefit liabilities of
participating members. The Retirement Systems use different full funding dates:
Retirement System Fund Funding Date_____________________ ______ _______________

PERA General Employees Retirement Fund 2031
Public Employees Police and Fire Fund 2038
Public Employees Correctional Fund 2031

To achieve full funding, contribution rates for the Retirement Systems are determined based upon current
assets, future expected investment returns, current and projected liabilities based on the benefit provisions,
demographics of the Retirement Systems’ membership, statutory actuarial assumptions and what annual
contributions will be needed to have enough assets to match current and projected liabilities by the required
full-funding date. Employee and employer contribution rates are specified in state law as a percentage of an
employee’s salary. The rates are set so that contributions plus expected investment earnings will cover the
projected cost of promised pension benefits. In order to meet these projected pension costs, Minnesota statutes
specify the annual investment return the retirement fund assets are assumed to earn. Under the statutory
“select and ultimate” method investment earnings assumption, effective commencing with the July 1, 2012
actuarial valuation report, the annualized assumed investment return is 8.0% for fiscal year 2012 through
fiscal year 2016 and 8.5% annualized for fiscal year 2017 and years thereafter. (For additional information on
the select and ultimate method, see “Recent Pension Legislation and Litigation.”)

A-30



The Legislature sets the contribution rates needed to fund the Retirement Systems by using the reports
and advice of actuarial consultants. Each year an actuarial valuation report is completed to see if a Retirement
System’s contribution rates are meeting the funding requirements. If the contributions are not changed to
match the funding requirements determined by the actuarial consultants, deficiencies are created and those
deficiencies may become worse over time. The actuarial value of plan assets is smoothed over the most recent
five-year period to reduce volatility of both the funding ratio and required contribution rates. Primarily due to
investment returns during the fiscal year 2009 through fiscal year 2013 five-year period being lower than
actuarially assumed and due to contribution rates being less than actuarial recommended rates, the funding
ratio declined for each of the Retirement Systems for the Fiscal Year ending June 30, 2013 versus funding levels
for the Fiscal Year ending June 30, 2012.

Every four to six years, the assumptions used to forecast funding requirements are tested against actual
experience. The factors considered include but are not limited to:

• Expected average investment earnings assumption
• Number and timing of members retiring
• Number and timing of employees leaving prior to retirement
• Number of employees opting for lump-sum of their employee contributions, thereby forfeiting

future benefit
• Number of new members added
• Life expectancies of both active and retired members

The most recent actuarial experience study for PERA’s General Employees Retirement Fund covered the
period July 1, 2004, through June 30, 2008, and was completed in 2009. As a result, several economic and
demographic actuarial assumptions were adjusted in fiscal year 2010, including salary increases, payroll
growth, withdrawal and retirement rates, and mortality rates. The most recent actuarial experience study for
PERA’s Public Employees Police and Fire Fund covered the period July 1, 2004, through June 30, 2009, and was
completed in 2010. Several assumptions were adjusted in fiscal year 2011, including salary growth, payroll
growth, mortality rates, withdrawal rates and retirement rates. These assumption changes increased the
actuarially accrued liability $148 million in the Public Employees Police and Fire Fund. The next experience
study for the State Employees Retirement Fund will begin on July 1, 2014, and cover the period from July 1,
2008 through June 4, 2014.

Actuarial Valuation Requirements

State law regulates the administration of the pension funds. State law requires that all pension funds
must conduct an actuarial valuation as of the end of the Fiscal year. The purpose of the actuarial valuation is
to calculate the actuarial accrued liability in each of the pension funds which estimates on the basis of
demographic and economic assumptions the present value of benefits each of the pension funds will pay to its
retired members and active members upon retirement. Independent actuaries provide annual actuarial
valuations for each of the pension funds, performed in accordance with State statutes and generally recognized
and accepted actuarial principles and practices. The actuarial valuation compares the actuarial accrued liability
with the actuarial value of assets and any excess of that liability over the assets forms an Unfunded Actuarial
Accrued Liability (“UAAL”) of the applicable pension funds. An actuarial valuation will express the percentage
that a pension fund is funded through a “Funded Ratio” which represents the quotient obtained by dividing the
actuarial value of assets of the pension fund by the actuarial accrued liability of the pension fund. An actuarial
valuation will also state an actuarially recommended contribution amount, which is a recommended amount
that the State and other sponsoring employers contribute to the applicable pension fund. The actuarially
recommended contribution consists of two components: (1) normal cost, which represents the portion of the
present value of retirement benefits that are allocable to active members' current year service, and (2) an
amortized portion of the UAAL.

To calculate the actuarial value of assets and actuarial accrued liability of each of the pension funds, the
actuarial valuations use several actuarial assumptions. Some examples of these assumptions include an
expected rate of return of assets, age of retirement of active members, future pay increases for current
employees, assumed rates of disability and post-employment life expectances of retirees and beneficiaries. If the
experience of the pension fund is different from these assumptions, the UAAL of the pension fund may increase
or decrease to the extent of any variances. Consequently, the calculated actuarially required contributions may
be impacted.
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In the case of the expected rate of return of assets, the actual rate of return on the pension funds depends
on the performance of their respective investment portfolios. The investment portfolios of the respective pension
funds can be highly volatile. The value of the securities in the investment portfolios can dramatically change
from one Fiscal Year to the next, which could, in turn, cause substantial increases or decreases in the applicable
UAAL. For Fiscal Year 2009, the rate of return of the assets of the combined pension systems was negative
18.8%, causing the UAAL of the pension systems to increase between Fiscal Year 2008 and Fiscal Year 2009.
The Fiscal Year 2010 return was 15.2% and Fiscal Year 2011 was 23.9%.

The actuarial valuations of the pension funds use several actuarial methods to calculate the actuarial
value of assets and actuarial accrued liability of the pension funds. For example, the pension funds use an asset
valuation method of smoothing the difference between the market value of assets and the actuarial value of
assets over a five-year period to prevent extreme fluctuations that may result from temporary or cyclical
economic and market conditions. As of June 30, 2013, the aggregate market value of all of the assets of the
pension systems, as determined by the pension systems’ actuaries, was approximately $53.483 billion. As of
June 30, 2013, the aggregate actuarial value of all assets of the pension systems was $50.021 billion.

The pension funds have different amortization methods that are used to calculate the UAAL.

Funding Status of Defined Benefit Pension Funds of Which
the City Has Members as of June 30, 2013(1)

($’s in Millions)

Actuarial Value Market Value Membership______________________________________ _____________________________________ ______________________
Unfunded

Actuarial Actuarial Market
Actuarial Value of Accrued Value of
Accrued Assets Liability Funding Assets Unfunded Funding Active Other
Liability(2) (AVA)(3) (UAAL)(4) Ratio(5) (MVA)(6) Liability Ratio Members Members___________ __________ __________ __________ __________ ___________ __________ __________ __________

Public Employees Retirement Association (PERA):
General 
Employees 
Fund  . . . . . . . . . . . . 19,380 14,113 5,266 72.8% 15,085 4,295 77.8% 139,763 244,538
PERA Police & 
Fire Fund  . . . . . . . . 7,304 5,933 1,371 81.2% 6,347 957 86.9% 10,940 11,955
Minneapolis 
Employees 
Retirement 
Fund  . . . . . . . . . . . . 1,167 869 298 74.4% 869 298 74.4% 64 3,966________ ________ _______ _______ ________ _______ _______ __________ __________

Totals  . . . . . . . . . . . . 27,851 20,915 6,935 75.1% 22,301 5,550 80.0% 150,767 260,459

(1) The information provided in this table reflects the condition of funds as of June 30, 2012.
(2) The actuarial accrued liability of each of the pension funds is an estimate based on demographic and economic

assumptions of the present value of benefits that the pension funds will pay during the assumed life expectancies of
the applicable members after they retire.

(3) The actuarial value of assets of each of the pension funds represents the market-related value of the assets held by the
pension funds as adjusted to reflect various actuarial methods including the smoothing of actuarial losses and gains
(including investment losses and gains) over a five-year period.

(4) The UAAL of each of the pension funds reflects the amount of the excess of the actuarial accured liability of a pension
fund over its actuarial value of assets.

(5) The Funded Ratio of each of the pension funds reflects the quotient obtained by dividing the actuarial value of assets
of the pension funds by the actuarial accrued liability of the Pension Plan. The indicated percentages reflect the funded
ratio as calculated pursuant to the requirements of the Governmental Accounting Standards Board (“GASB”) for
purposes of presentation in the Comprehensive Annual Financial Report of the State.

(6) The market value of assets of each of the pension funds represents the fair market value of the assets held by the
pension fund.
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Recent Pension Legislation and Litigation

The 2012 Legislature modified the investment earnings assumption for determining employee and
employer contribution rates such that contributions plus expected investment earnings (at the assumed rate
of return) will cover the projected cost of promised pension benefits. The investment earnings assumption was
modified to a “select and ultimate” method, effective for July 1, 2012 actuarial valuation report. The “select”
assumed annualized investment return of 8.0% is to be used for the first five years for fiscal year 2012 through
fiscal year 2016, and the “ultimate” assumed annualized investment return rate of 8.5% is to be used for the
sixth year forward, for fiscal year 2017 and years thereafter. This approach is employed to recognize the current
market environment that has diminished the short term market expectations while recognizing that over the
longer term the higher rate is expected to be met — and actually has been met and exceeded. The legislation
also directed delaying the next experience study until 2015 for PERA’s General Employees Retirement Fund
to cover the period of July 1, 2008, through June 30, 2014.

The 2013 Legislaturemade several modifications to contribution rates, benefit formulas and direct state
aid for the PERA Police and Fire Plan, TRA, the Duluth Teachers Retirement Fund and the St. Paul Teachers
Retirement Fund. Changes to the PERA Police and Fire plan include the following: member and employer
contributions will increase in two steps from 9.6% of salary to 10.8% of salary and 14.4% of salary to 16.2% of
salary, respectively; post-retirement adjustments will be set at 1% until the fund becomes at least 90% funded
on a market value basis for two consecutive actuarial valuations, and at that time, post-retirement adjustments
will be reset at rates not to exceed 2.5%. However, if the funded ratio of the retirement fund is equal to or less
than 85% for two consecutive actuarial valuations, or is equal to or less than 80% for the most recent actuarial
valuation, post retirement adjustments will again be dropped to 1%. Additionally, direct state aid to the PERA
Police and Fire fund was appropriated at $9 million per year beginning in FY 2014; and a direct appropriation
of $5.5 million per year in aid to local employers in the PERA Volunteer Firefighter Plan beginning in FY 2014.

PERA Membership — Defined Benefit Plans as of June 30, 2013 — In which the City participates

Minneapolis Public
General Employees Employees

Employees Retirement Police & Fire
Retirement Fund Fund Fund TOTAL____________________ _____________ ________________ _____________

Benefit Recipients . . . . . . . . . . . . . . . . . . . . . . . 79,083 3,909 9,579 92,571
Terminated Members:
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,946 57 1,388 47,391
Non Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,509 0 980 120,497

Active Members:
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,658 64 9,940 114,662
Non Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,105 0 1,000 36,105__________________ _____________ ________________ _____________

Totals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 384,301 4,039 22,895 411,226__________________ _____________ ________________ _______________________________ _____________ ________________ _____________
Annualized Payroll . . . . . . . . . . . . . . . . . . . . . . . $5,256,798,000 $4,258,000 $822,003,000 $6,083,059
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Principal Participating Employers FY2013 compared to FY2004

General Employees Retirement Fund (GERF)
% of % of

FY2013 Total FY2004 Total
Active Active Active Active

Employer Members Members Employer Members Members___________ __________ ___________ ___________ __________ ___________
Hennepin County  . . . . . . . . . . . . 6,764 4.75% Hennepin County . . . . . . . . . . . 10,395 7.47%
Hennepin Healthcare System  . . 4,927 3.46% Minneapolis School District  . . 4,998 3.59%
Minneapolis School District . . . . 3,909 2.75% City of Minneapolis  . . . . . . . 3,758 2.70%
Ramsey County  . . . . . . . . . . . . . 3,299 2.32% St. Paul School District  . . . . . . 3,110 2,24%
City of Minneapolis  . . . . . . . . 2,941 2.07% Ramsey County  . . . . . . . . . . . . 2,953 2.12%
St. Paul School District 2,661 1.87% Anoka-Hennepin
Anoka-Hennepin School District  . . . . . . . . . . . . 2,491 1.79%
School District  . . . . . . . . . . . . . 2,620 1.84% City of St. Paul  . . . . . . . . . . . . . 2,289 1.65%
City of St. Paul  . . . . . . . . . . . . . . 2,177 1.53% St. Louis County  . . . . . . . . . . . 2,008 1.44%
Rosemount School District  . . . . 1,853 1.30% Osseo School District  . . . . . . . . 1,890 1.36%
Osseo School District  . . . . . . . . . 1,745 1.23% Rosemount School District  . . . 1,873 1.35%

Public Employees Police and Fire Fund (PEPFF)
% of % of

FY2013 Total FY2004 Total
Active Active Active Active

Employer Members Members Employer Members Members___________ __________ ___________ ___________ __________ ___________
City of Minneapolis  . . . . . . . . 1,240 11.00% City of Minneapolis  . . . . . . . 1,191 11.84%
City of St. Paul  . . . . . . . . . . . . . . 1,008 8.94% City of St. Paul  . . . . . . . . . . . . . 888 8.83%
Hennepin County  . . . . . . . . . . . . 345 3.06% Hennepin County . . . . . . . . . . . 437 4.35%
City of Duluth  . . . . . . . . . . . . . . 277 2.46% City of Duluth  . . . . . . . . . . . . . 220 2.19%
City of Rochester  . . . . . . . . . . . . 228 2.02% Ramsey County  . . . . . . . . . . . . 211 2.10%
Ramsey County  . . . . . . . . . . . . . 214 1.90% City of Rochester  . . . . . . . . . . . 197 1.96%
City of St. Cloud  . . . . . . . . . . . . . 167 1.48% City of St. Cloud . . . . . . . . . . . . 140 1.39%
Hennepin Healthcare System  . . 160 1.42% Metropolitan Airports
Wright County  . . . . . . . . . . . . . . 136 1.21% Commission  . . . . . . . . . . . . . . 119 1.18%
Metropolitan Airports Metropolitan Council  . . . . . . . . 112 1.11%
Commission  . . . . . . . . . . . . . . . 131 1.16% St. Louis County  . . . . . . . . . . . 103 1.02%

Retirement Benefits — Eligibility and Annuity Formulas

General Employee Retirement Fund (GERF) Coordinated Members
Two Methods are used to compute benefits for Coordinated Plan members — a step-rate benefit accrual

formula (Method 1) and a level accrual formula (Method 2). Members hired prior to July 1, 1989 receive the
higher of the two calculated amounts. Only Method 2 is used for members hired after June 30, 1989.

Method 1: Coordinated members accrue 1.2 percent of the high-five salary for each of the first 10 years of
public employment, and 1.7 percent of that average salary for each successive year. Using this calculation,
members are eligible for a full (unreduced) retirement annuity if:

• They are age 65 or over with at least one year of public service; or

• Their age plus years of public service equal 90 (Rule of 90).

A reduced retirement annuity is payable as early as age 55 with three or more years of service. The
reduction is .025 percent for each month under age 65. A member with 30 or more years of service may retire
at any age with the 0.25 percent reduction made from age 62 rather than 65.

Method 2: Coordinated members earn 1.7 percent of their high-five salary for every year of public service.
This calculation provides for unreduced retirement benefits at age 65 for members first hired prior to July 1,
1989, and at the age for unreduced Social Security benefits, capped at age 66, for those first hired into public
service on or after that date.

Early retirement results in an actuarial reduction with augmentation (about 6 percent per year) for
members retiring prior to full retirement age.
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Police and Fire Members (PEPFF)
Members receive 3 percent of average salary for each of their years of service. An unreduced retirement

annuity is payable to members when they meet the following conditions:

• Age 55 with a minimum of three years of service; or

• Age plus years of service equal at least 90 (if first hired prior to 7/1/89).

A reduced retirement annuity is available to members between the ages of 50 and 55. There is a 1.2 percent
reduction in benefits for each year a member retires prior to qualifying for an unreduced retirement benefit.
(For members hired or rehired after June 30, 2007, the reduction is 2.4 percent per year.)

Minneapolis Employees Retirement Fund Members (MERF)
MERF members earn 2.0 percent of their high-five average salary for each of their first 10 years of public

service and 2.5 percent thereafter. Full retirement age is 60 or the member must have accrued a minimum of
30 years of service. Members can retire as early as age 55 with 20 or more years of service under an alternative
formula known as the “Two Dollar Bill Option” if hired prior to June 28, 1973.

SUMMARY TABLE GERF MERF PEPFF
General Employees Minneapolis Public Employees

Retirement Employees Police &
Fund Retirement Fund Fire Fund_____________________ _____________________ ____________________

Valuation Date  . . . . . . . . . . . . . . . . . . . . . 6/30/2013 6/30/2013 6/30/2013

Actuarial Cost Method . . . . . . . . . . . . . . . Entry Age Entry Age Entry Age

Amortization Method . . . . . . . . . . . . . . . . Level Percent Level Percent Level Percent
Closed Closed Closed

Remaining Amortization Period  . . . . . . . 18 Years 18 Years 26 Years
2031 2031 2039

Asset Valuation Method . . . . . . . . . . . . . . Fair Market Market Value Fair Market
Value Smoothed Value Smoothed
Over 5 Years Over 5 Years

Actuarial Assumptions:
Investment Rate of Return  . . . . . . . . . 8.0%/*8.5% 8.0%/*8.5% 8.0%/*8.5%

Projected Salary Increases . . . . . . . . . . 3.5%-12.03% 4% 4.5%-13.0%

Assumed Inflation Rate  . . . . . . . . . . . . 3.0% 3.0% 3.0%

Payroll Growth Rate . . . . . . . . . . . . . . . 3.75% N/A 3.75%

Mortality Table — Active  . . . . . . . . . . . RP 2000 RP 2000 Healthy RP 2000
Non-annuitant, Sex Distinct Non-annuitant,
Set Forward Annuitant, Set Back
5 Years Males; Projected to 2018 2 Years
Back 3 Years
Females

Mortality Table — Retired  . . . . . . . . . . RP 2000 RP 2000 Healthy RP 2000
Annuitant, Set Sex Distinct Annuitant
Back 2 Years Annuitant 
Females Projected to 2018

Cost of Living Adjustment  . . . . . . . . . . 1% Per Year Until 1% Per Year Until 1% Per Year
90 Funded, Then 90% Funded, Then Until 90% Funded
2.5% Per Year 2.5% Per Year for two consecutive

years, then CIPI
up to 2.5% Per Year

*8.0% for fiscal year 2012 through fiscal year 2016 and 8.5% thereafter.
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Schedule of Changes in Unfunded Actuarial Accrued Liabilities (UAAL)
For the Fiscal Year Ended June 30, 2013 (in thousands)

GERF MERF PEPFF___________ __________ ___________
A. UAAL at Beginning of Year (7/1/12)  . . . . . . . . . . $4,937,215 $376,924 $1,605,427

B. Change Due to Interest Requirements
and Current Rate of Funding
1. Normal Cost and Expenses . . . . . . . . . . . . . . . 365,702 710 166,710
2. Contributions . . . . . . . . . . . . . . . . . . . . . . . . . . (700,585) (55,873) (202,429
3. Interest on A, B1 and B2 . . . . . . . . . . . . . . . . . 443,591 30,826 153,176___________ __________ ___________

C. Expected UAAL at End of Year (A+B)  . . . . . . . . $5,045,923 $352,587 $1,722,884

D. Increase (Decrease) Due to Actuarial
Losses (Gains) Because of Experience
Deviations from Expected
1. Age and Service Retirements  . . . . . . . . . . . . . 10,806 12,455 (7,928)
2. Disability Retirements  . . . . . . . . . . . . . . . . . . (936) (63) (2,037)
3. Death-in-Service Benefits  . . . . . . . . . . . . . . . . (7,831) — 1,601
4. Withdrawals  . . . . . . . . . . . . . . . . . . . . . . . . . . (35,074) (13,644) 3,363
5. Salary Increases  . . . . . . . . . . . . . . . . . . . . . . . (132,170) (824) (67,411)
6. Investment Income  . . . . . . . . . . . . . . . . . . . . . 238,976 (43,848) 88,183
7. Mortality of Annuitants  . . . . . . . . . . . . . . . . . (13,347) (7,172) 5,470
8. Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 160,127 (1,181) (18,477)___________ __________ ___________

E. UAAL at End of Year Before Plan
Amendments and Changes in 
Actuarial Assumption (C+D)  . . . . . . . . . . . . . . . . $5,266,474 $298,310 $1,725,648

F. Change in UAAL Due to Change in
Plan Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 (354,561)

G. Change in UAAL Due to Change in
Actuarial Assumptions and Methods  . . . . . . . . . 0 0 0

H Change in unfunded actuarial accrued
liability due to changes in decrement
timing and methodology  . . . . . . . . . . . . . . . . . . . 0 0 0___________ __________ ___________

I. UAAL at End of Year 6/30/13
(E+F+G+H) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,266,474 $298,310 $1,371,087___________ __________ ______________________ __________ ___________

Explanatory Notes: 1. If members retire earlier than assumed, there is a loss; if later, a gain.
2. If more members take a disability than assumed, there is a loss; if fewer, a gain.
3. If fewer active member die than assumed, there is a loss; if more, a gain.
4. If fewer members terminate employment than assumed, there is a loss; if more, a gain.
5. If there are larger salary increases than assumed, there is a loss; if smaller, a gain.
6. If there is a smaller investment return than assumed, there is a loss; if larger, a gain.
7. If benefit recipients live longer than assumed, there is a loss; if less, a gain.
8. Miscellaneous gains and losses.

A-36



Financial Highlights for Fiscal Year 2013

The 30-year history of each category can be found on mnpera.org.
GERF PEPFF

Basic and Police & Fire
Category Coordinated MERF Plan____________________ ___________________ ___________________
Benefit Recipients  . . . . . . . . . . . . . . . . . . . . . 79,083 3,099 9,579
Active Membership  . . . . . . . . . . . . . . . . . . . . 139,763 64 10,940
Benefit Payments . . . . . . . . . . . . . . . . . . . . . . $ 1,051,591,000 $ 137,807,000 $ 431,726,000
Refund Payments . . . . . . . . . . . . . . . . . . . . . . $  35,865,000 $      57,000 $   2,020,000
Administrative Expenses  . . . . . . . . . . . . . . . $    9,897,000 $      131,000 $      755,000
Employer Contributions  . . . . . . . . . . . . . . . . $  372,652,000 $ 31,447,000 $ 125,995,000
Member Contributions  . . . . . . . . . . . . . . . . . $  327,933,000 $      426,000 $ 76,434,000
Investment Income  . . . . . . . . . . . . . . . . . . . . $ 1,903,746,000 $ 108,116,000 $ 806,742,000
Fair Value of Net Assets  . . . . . . . . . . . . . . . . $15,084,608,000 $ 868,813,000 $6,346,741,000
Actuarial Value of Net Assets  . . . . . . . . . . . . $14,113,295,000 $ 868,813,000 $5,932,945,000
Actual Accrued Liability  . . . . . . . . . . . . . . . . $19,379,769,000 $1,167,123,000 $7,304,032,000
Unfunded Actuarial Accrued Liability  . . . . . $ 5,266,474,000 $ 298,310,000 $1,371,087,000
Funding Ratio  . . . . . . . . . . . . . . . . . . . . . . . . 72.8% 74.4% 81.2%
Contribution Surplus (Deficiency)  . . . . . . . . (1.65)% 531.23% (2.64)%

State General Fund Appropriation History
Pension Related Local Government Aid

($’s in Thousands)
Fiscal Local Police
Year Basic Local and Fire
Ended Police and Associations Volunteer Redirected Police-Fire
June Fire Amortization PERA Firefighter Aid-St. Retirement
30th Association(1) Aid Aid Relief Paul/TRA Supp  Aid(2) Total________ _______________ _______________ __________ ____________ _____________ _____________ ___________
2003 $69,242 $4,164 $14,586 $481 $ — $   — $ 88,473
2004 77,462 4,823 14,585 534 — — 97,404
2005 87,877 3,454 14,584 522 — — 106,437
2006 87,967 3,366 14,568 486 1,436 — 107,823
2007 89,424 2,886 14,560 572 790 — 108,232
2008 88,180 1,514 15,534 571 2,281 — 108,080
2009 83,183 572 14,520 609 1,888 — 100,772
2010 80,500 829 14,390 722 5,890 — 102,331
2011 82,005 1,000 14,384 627 4,886 — 102,902
2012 82,338 1,255 14,328 671 2,077 — 100,669
2013 80,696 2,753 14,316 608 — — 98,373
*2014 89,270 2,729 14,294 608 2,094 15,500 124,495
*2015 93,743 2,729 14,294 608 2,094 15,500 128,968

(1) Basic local police and fire pension aid is an open General Fund appropriation based on the dedicated proceeds
equivalent to a 2% insurance premium tax on fire insurance.

(2) Police and Fire Retirement Supplemental Aid is a new aid included in Laws of 2013, Ch. 143. Annual aid payments
are as follows: $9 million to the PERA Police & Fire fund, $5.5 to Volunteer Firefighter plan employees and $1 million
to the MSRS State Patrol fund.

* Projections for FY 2014 and FY 2015 as of November 2013.
Source: Minnesota Management and Budget.
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General Employees Retirement Fund (GERF). The fund coordinates benefits with social security
coverage, so the employer pays a percent of covered wages into GERF plus applicable social security
contributions. Employees pay a percent on covered wages into the fund. The employer and employee
contribution rates have been as follows:

Employee Employer___________ ___________
Jan. 1, 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.10% 5.53%
Jan. 1, 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.50% 6.00%
Jan. 1, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.75% 6.25%
Jan. 1, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.00% 6.50%
Jan. 1, 2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.00% 6.75%
Jan. 1, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.00% 7.00%
Jan. 1, 2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.25% 7.25%

Schedule of Funding Progress
General Employees Retirement Fund (GERF)

(In Thousands)
Actuarial
Accrued UAAL as a
Liability Unfunded Percentage

Actuarial Actuarial (AAL) - AAL of Covered
Valuation Value of Entry Age (UAAL) Funded Covered Payroll
Date Assets (a) (b) (b-a) Ratio (a/b) Payroll (c) [(b-a)/c]___________ _______________ _______________ ______________ ____________ ______________ ____________
6/30/03 $11,195,902 $13,776,198 $2,580,296 81.3% $4,387,649 58.8%
6/30/04 11,477,961 14,959,465 3,481,504 76.7 3,968,034 87.7
6/30/05 11,843,936 15,892,555 4,048,619 74.5 4,096,138 98.8
6/30/06 12,495,207 16,737,757 4,242,550 74.7 4,247,109 99.9
6/30/07 12,985,324 17,705,627 4,720,303 73.3 4,448,954 106.1
6/30/08 13,048,970 17,729,847 4,680,877 73.6 4,722,432 99.1
6/30/09 13,158,490 18,799,416 5,640,526 70.0 4,778,708 118.0
6/30/10 13,126,993 17,180,956 4,053,963 76.4 4,804,627 84.4
6/30/11 13,455,753 17,898,849 4,443,096 75.2 5,079,429 87.5
6/30/12 13,661,682 18,598,897 4,937,215 73.5 5,142,592 96.0
6/30/13 14,113,295 19,379,769 5,266,474 72.8 5,246,928 100.4
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Minneapolis Employees Retirement Fund (MERF). The Minneapolis Employees Retirement Fund
(MERF) was consolidated under PERA on June 30, 2010 and will remain a separate fund until it becomes
80 percent funded. At that time it will be merged into the GERF. Net assets held in trust for pension benefits
on July 1, 2009, $853,375,472, is shown as an “Other Addition” in PERA’s Statement of Changes in Plan Net
Assets for FY10. MERF was originally established in 1919 by the Minnesota State Legislature as a cost-sharing
multiple employer defined benefit plan governed by a seven-member Board of Directors. That governing Board
was dissolved on June 30, 2010 when MERF was consolidated into PERA. 

MERF provides retirement coverage for six employer groups, the largest of which is the City of Minneapolis.
MERF has been closed to new members since 1978. Coverage is not coordinated with social security. All
members can retire at age 60 or with thirty years of covered service. As of December 31, 2013, there were 31
active employees at the City. Each employer contributes based on a contribution rate, plus an amount to
liquidate their unfunded liability balance. The fund is not a cost sharing fund as are PERA and PEPFF. Rather,
each employee has an independent account and direct actuarial experience is charged to the specific employer.
The City of Minneapolis portion of the unfunded liability is approximately 54% of the total. 

Schedule of Funding Progress
Minneapolis Employees Retirement Fund (MERF)

(In Thousands)

Actuarial
Accrued UAAL as a
Liability Liquidity Unfunded Percentage

Actuarial Actuarial (AAL) - Trigger AAL Funded of Covered
Valuation Value of Entry Age Adjust- (UAAL) Ratio Covered Payroll
Date Assets (a) (b) ment (c) (b+c-a) [a/(b+c)] Payroll (d) [(b+c-a)/d]___________ _______________ _______________ ___________ ____________ _________ ______________ ____________
7/1/03 $  1,519,421 $1,645,921 $126,500 92% $40,537 312%
7/1/04 1,513,389 1,643,140 129,751 92 33,266 390
7/1/05 1,489,713 1,624,355 134,642 92 27,479 490
7/1/06 1,490,280 1,617,653 127,373 92 21,669 588
7/1/07 1,383,742 1,610,881 227,139* 86** 17,296 1,313
7/1/08 1,214,305 1,576,855 $12,136 374,685 76 13,957 2,685
7/1/09 880,133 1,551,099 23,913 694,876 56 10,979 6,329
7/1/10 884,033 1,286,151 0 442,118 66 10,090 3,987
7/1/11 910,987 1,238,703 0 327,716 73.5 7,869 4,165
7/1/12 842,811 1,219,735 0 376,924 69.1 5,785 6,516
7/1/13 868,813 1,167,123 0 298,310 74.4 4,369 6,827.9

Includes amortization obligation not yet paid
*Effective July 1, 2007, assets allocated to the Retirement Benefit Fund must equal the Market Value of Assets on the
valuation date. This change resulted in a decrease to the Actuarial Value of Assets and increase to the Unfunded Actuarial
Accrued Liability of $110,339,307. The Supplemental Contribution increased by $12,467,718, which directly impacted
the Contribution Deficiency resulting in a total deficiency of 78.64% of payroll.

**The funded ratio based on the actuarial value of assets, under the actuarial accrued liability as of July 1, 2007 is 85.90%,
compared to 92.13% as of July 1, 2006. The funded ratio based on this calculation under the old asset valuation method
would have increased to 92.75% as of July 1, 2007, hence the decrease in the funded ratio from 92.75% to 85.90% is
entirely attributable to the asset valuation method change. 
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State General Fund Appropriation History — Direct Aid to MERF
($ in Thousands)

Minneapolis Minneapolis Minneapolis
Fiscal Year Employees Fiscal Year Employees Fiscal Year Employees
Ended Retirement Ended Retirement Ended Retirement

June 30th Fund(1) June 30th Fund(1) June 30th Fund(1)__________ ___________ __________ ___________ __________ ___________
2002 $3,232 2007 $9,000 2012 $22,750
2003 4,510 2008 9,000 2013 22,750
2004 6,632 2009 8,873 *2014 24,000
2005 7,093 2010 9,000 *2015 24,000
2006 8,065 2011 9,000

(1) Includes FY 2001 Pre-1973 Retirement Adjustments-MERF. Effective July 1, 1998, the State contribution is provided
on a formula basis and is capped at no more than $9 million per fiscal year. In FY 2012 and 2013 the annual State
contribution increased to $22.75 million and then to $24 million each year thereafter through FY 2031. Any
requirements beyond the capped aid are the exclusive obligation of the employer units. On July 1, 2010, MERF became
an administrative division within PERA. MERF assets and liabilities are to remain separate from PERA until fiscal
year end market value of assets of the MERF account equals or exceeds 80 percent of the actuarial accrued liability of
the MERF account.

* Projections for FY 2014 and FY 2015 as of November 2013 forecast
Source: Minnesota Management and Budget: Archived State of Minnesota Fund Balance Analysis Reports:
http://www.mmb.state.mn.us/budget-fba-detail 

Public Employees Police and Fire Fund (PEPFF). The fund’s employer contribution rate is a percent
of covered wages and the employee’s contribution rate is a percent of wages. The history of recent contribution
rates to PEPFF are as follows:

Employee Employer___________ ___________
in 2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.20% 9.30%
Jan. 1, 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.00% 10.50%
Jan. 1, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.80% 11.70%
Jan. 1, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.60% 12.90%
Jan. 1, 2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.40% 14.10%
Jan. 1, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.40% 14.10%
Jan. 1, 2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.60% 14.40%
Jan. 1, 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.20% 15.30%
Jan. 1, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.80% 16.20%
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The 2013 Legislature made several modifications to contribution rates, benefit formulas and direct state
aid for the PERA Police and Fire Plan, TRA, the Duluth Teachers Retirement Fund and the St. Paul Teachers
Retirement Fund. Changes to the PERA Police and Fire Plan include the following: member and employer
contributions will increase in two steps from 9.6% of salary to 10.8% of salary and 14.4% of salary to 16.2% of
salary, respectively; post-retirement adjustments will be set at 1% until the fund becomes at least 90% funded
on a market value basis for two consecutive actuarial valuations, and at that time, post-retirement adjustments
will be reset at rates not to exceed 2.5%. However, if the funded ratio of the retirement fund is equal to or less
than 85% for two consecutive actuarial valuations, or is equal to or less than 80% for the most recent actuarial
valuation, post retirement adjustments willa gain be dropped to 1%. Additionally, direct state aid to the PERA
Police and Fire fund was appropriated at $9 million per year beginning in FY 2014; and a direct appropriation
of $5.5 million per year in aid to local employers in the PERA Volunteer Firefighter Plan beginning in FY 2014.

City employees in PEPFF are coordinated with social security coverage and the employer also makes these
contributions. A comprehensive annual report is available directly from PERA at “www.mnpera.org”.

Schedule of Funding Progress
Public Employees Police and Fire Fund (PEPFF)

(In Thousands)

Actuarial
Accrued UAAL as a
Liability Unfunded Percentage

Actuarial Actuarial (AAL) - AAL of Covered
Valuation Value of Entry Age (UAAL) Funded Covered Payroll
Date Assets (a) (b) (b-a) Ratio (a/b) Payroll (c) [(b-a)/c]___________ _______________ _______________ ______________ ____________ ______________ ____________
6/30/02 $4,707,255 $3,886,311 $ (820,944) 121.0% $522,153 157%
6/30/03 4,713,606 4,390,953 (322,653) 107.3 560,503 –58
6/30/04 4,746,834 4,692,190 (54,644) 101.2 551,266 –10
6/30/05 4,814,961 4,956,340 141,379 97.2 580,723 24
6/30/06 5,017,951 5,260,564 242,613 95.4 618,435 39
6/30/07 5,198,922 5,669,347 470,425 91.7 648,342 73
6/30/08 5,233,015 5,918,061 685,046 88.4 703,701 97
6/30/09 5,239,855 6,296,274 1,056,419 83.2 733,164 144
6/30/10 5,188,339 5,963,672 775,333 87.0 740,101 105
6/30/11 5,274,602 6,363,546 1,088,944 82.9 775,806 140
6/30/12 5,797,868 7,403,295 1,605,427 78.3 794,417 202
6/30/13 5,932,945 7,304,032 1,371,087 81.2 796,188 172.2
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The former Minneapolis Police Relief Association (MPRA) Provided retirement coverage for police
officers hired by the City before June 15, 1980. All members could retire with full pension at age 50 with 25 years
of service. As of December 30, 2013 the fund had 3 active members. 

The City was the financial guarantor and was responsible indefinitely for the unfunded liabilities of MPRA.
MPRA was funded through a combination of employee contributions, City (employer) contributions and state
aids. The City and State contributions varied, depending on the funding level of the plan.

The City contributed the normal costs associated with the active MPRA employees plus an amount
necessary to fully fund the plan’s liabilities by 2020. There were four state aids that the MPRA received: Police
State Aid, Amortization State Aid, Supplemental Police Amortization State Aid and Additional Amortization
State Aid. These four aids are calculated annually according to provisions in state law and vary from year to
year. These aids totaled approximately $9 million annually.

As of December 31, 2011 this fund was fully merged into PERA’s Public Employees Police and
Fire Fund (PEPFF) and thereby ceased to exist as a legal entity. As a result of this merger of the
closed pension fund, the City will annually contribute $7,612,000 to PERA’s PEPFF through 2031,
in addition to its annual payroll-based contributions.

Schedule of Funding for the Five Years Preceding Merger
Minneapolis Police Relief Association (MPRA)

(In Thousands)

Actuarial
Accrued UAAL as a
Liability Unfunded Percentage

Actuarial Actuarial (AAL) - AAL of Covered
Valuation Value of Entry Age (UAAL) Funded Covered Payroll
Date Assets (a) (b) (b-a) Ratio (a/b) Payroll (c) [(b-a)/c]_____________ _______________ _______________ ______________ ____________ ______________ ____________

12/31/07 $376,466 $428,281 $ 51,815 87.9% $1,186 4,369%
12/31/08 324,723 441,799 117,076 73.5 1,249 9,374
12/31/09 277,847 415,485 137,637 66.9 923 14,912
12/31/10 254,934 406,256 151,323 62.8 684 22,123
12/31/11 283,594 357,812 74,218 79.3 — —
12/31/12 This fund no longer exists. MPBA was merged into PEPFF on December 30, 2011.
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The former Minneapolis Firefighters Relief Association (MFRA) MFRA provided retirement
coverage for firefighters hired by the City before June 15, 1980. All members could retire with full pension at
age 50 with 25 years of service. As of December 30, 2013 the fund had 13 active members.

The City was the financial guarantor and was responsible indefinitely for the unfunded liabilities of MPRA.
MFRA was funded through a combination of employee contributions, City (employer) contributions and state
aids. The City and State contributions varied, depending on the funding level of the plan.

The City contributed the normal costs associated with the active MFRA employees and an amount that
amortizes the fund’s unfunded liability over 15 years. There were three state aids that the MFRA received:
Fire State Aid, First Class City Fire Insurance Premium Tax Surcharge and Additional Amortization State
Aid. These three aids were calculated annually according to provisions in state laws and varied from year to
year. These aids totaled approximately $2.5 million annually.

The MFRA was not eligible to receive Amortization State Aid because the fund was previously 100 percent
funded, meaning that at a previous time the fund had sufficient assets to pay its liabilities. Once a fund reaches
100 percent funding it was no longer eligible to receive Amortization State Aid, even if, as with the MFRA, it
subsequently becomes unfunded. In addition, the MFRA was not eligible to receive Supplemental Amortization
State Aid because that aid is distributed to only those associations which receive Amortization State Aid. The
above restrictions were removed by the 2009 Legislation so that these aids are reinstated when a fund drops
below the 100% funding level. This provided an estimated additional $1.0 million dollars annually to MFRA.

As of December 31, 2011 this fund was fully merged into PERA’s Public Employees Police and
Fire Fund (PEPFF) and thereby ceased to exist as a legal entity. As a result of this merger of the
closed pension fund, the City will annually contribute $3,922,000 to PERA’s PEPFF through 2031,
in addition to its annual payroll based contributions.

Schedule of Funding for the Five Years Preceding Merger
Minneapolis Firefighters Relief Association (MFRA)

(In Thousands)
Actuarial
Accrued UAAL as a
Liability Unfunded Percentage

Actuarial Actuarial (AAL) - AAL of Covered
Valuation Value of Entry Age (UAAL) Funded Covered Payroll
Date Assets (a) (b) (b-a) Ratio (a/b) Payroll (c) [(b-a)/c]___________ _______________ _______________ ______________ ____________ ______________ ____________

12/31/07 $270,096 $291,078 $20,982 92.8% $2,236 938%
12/31/08 237,401 263,389 25,988 90.1 2,325 1,118
12/31/09 201,087 254,317 53,231 79.1 1,896 2,807
12/31/10 186,988 241,737 54,749 77.4 1,818 3,011
12/31/11 197,098 234,162 37,064 84.2 — —
12/31/12 This fund no longer exists. MFRA was merged into PEPFF on December 30, 2011.
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OTHER POST-EMPLOYMENT BENEFITS (OPEB) 

The City of Minneapolis has complied with the Government Accounting Standards Board’s Rule 45, Other
Post-Employment Benefits (OPEB), for the comprehensive annual financial report (CAFR) of the City starting
with the year ending December 31, 2008. The City engaged a consulting actuary who has conducted a review
of liabilities to be reported as required by GASB 45. In general, the City does not pay the cost of health insurance
for retired employees, except in limited circumstances. Retired City employees, however, may purchase health
insurance offered to City employees at the retired employee’s expense. Including retired employees with current
employees causes health insurance premiums for current employees to be more than if retired employees were
not in the same pool of insureds. The City and current employees share the cost of health insurance for current
employees. The increased cost of health insurance premiums for current employees is considered an implicit
subsidy for the retired employees and is disclosed as required by GASB 45.

POST-EMPLOYMENT HEALTHCARE PLAN

Plan Description

The City provides a single-employer defined benefit healthcare plan to eligible retirees and their spouses.
The plan offers medical and dental coverage. Medical coverage is administered by Medica. Dental coverage is
administered through the Delta Dental Plan of Minnesota. The City is self-insured for dental coverage. Retirees
pay 100 percent of the blended active/retiree premium rate, in accordance with Minnesota Statutes Section
471.61, subd. 2b. It is the City’s policy to periodically review its medical and dental coverage, and to obtain
requests for proposals in order to provide the most favorable benefits and premiums for City employees
and retirees.

Funding Policy

Retirees and their spouses contribute to the healthcare plan at the same rate as the City employees. This
results in the retirees receiving an implicit rate subsidy. Contribution requirements are established by the City,
based on the contract terms with Medica and Delta Dental. The required contributions are based on projected
pay-as-you-go financing requirements. For fiscal year 2012, the City contributed $4,299,000 to the plan. As of
January 1, 2012, there were approximately 1,269 retirees receiving health benefits from the City’s health plan.

Annual OPEB Cost and Net OPEB Obligation

The City’s annual other postemployment benefit (OPEB) cost (expense) is calculated based on the annual
required contribution of the City (ARC), an amount actuarially determined in accordance with the parameters
of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period
not to exceed thirty years. The following table shows the components of the City’s annual OPEB cost of the
year, the amount actually contributed to the plan, and changes in the City’s net OPEB obligation to the plan.

2012 2011 2010 2009 2008 2007______________ ______________ ______________ ____________ ____________ _____________
Annual required contribution  . . . . . $ 9,986,000 $ 9,500,000 $ 7,397,000 $7,419,000 $6,028,000 $5,497,000
Interest on net OPEB Obligation  . . 518,000 355,000 339,000 193,000 — —
Adjustment to annual required 
contribution  . . . . . . . . . . . . . . . . . . (617,000) (423,000) (324,000) (184,000) — —______________ ______________ ______________ ____________ ____________ _____________
Annual OPEB cost (expense)  . . . . 9,887,000 9,432,000 7,412,000 7,428,000 6,028,000 5,497,000

Contributions made  . . . . . . . . . . . . . 4,302,000 4,023,000 4,041,000 3,785,000 3,411,000 3,284,000______________ ______________ ______________ ____________ ____________ _____________
Increase in net OPEB obligation  . 5,585,000 5,409,000 3,371,000 3,643,000 2,617,000 2,213,000

Net OPEB obligation — 
beginning of year  . . . . . . . . . . . . . . 17,253,000 11,844,000 8,473,000 4,830,000 2,213,000 —______________ ______________ ______________ ____________ ____________ _____________
Net OPEB obligation — 
end of year  . . . . . . . . . . . . . . . . . . . $22,838,000 $17,253,000 $11,844,000 $8,473,000 $4,830,000 $2,213,000______________ ______________ ______________ ____________ ____________ ___________________________ ______________ ______________ ____________ ____________ _____________
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The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation for 2007 through 2012 was as follows:

Percentage
Fiscal Of Annual
Year Annual OPEB Cost Net OPEB
Ended OPEB Cost Contributed Obligation______________ ______________ ______________ ______________

12/31/2012 $9,887,000 43.5% $22,838,000
12/31/2011 9,432,000 42.3% 17,253,000
12/31/2010 7,412,000 54.5% 11,844,000
12/31/2009 7,428,000 51.1% 8,473,000
12/31/2008 6,028,000 56.6% 4,830,000
12/31/2007 5,497,000 59.7% 2,213,000

Funded Status and Funding Program

As of January 1, 2011, the most recent actuarial valuation study date, the City had no assets deposited to
fund the plan. The actuarial accrued liability for benefits was $101,381,000 and the actuarial value of assets
was $-0-, resulting in an unfunded actuarial accrued liability (UAAL) of $101,381,000. The covered payroll
(annual payroll of active employees covered by the plan) was $294,840,000, and the ratio of the UAAL to the
covered payroll was 34.4%.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future employment,
mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plan and the
annual required contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future. The schedule of funding progress,
presented as required supplementary information following the notes to the financial statements, presents
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projection of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan members
to that point. The actuarial methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities, consistent with the long-term perspective of
the calculations.

In the January 1, 2011, the actuarial valuation date, the entry age normal cost method was used. The
actuarial assumptions included a 4.0% discount rate, which is based on the investment yield expected to finance
benefits depending on whether the plan is funded in a separate trust (about 7% to 8.5%, long-term, similar to
a pension plan) or unfunded (3.5% to 5%, shorter term, based on City’s general assets). The City currently does
not plan to prefund for this benefit. At the actuarial valuation date, the annual healthcare cost trend rate was
calculated to be 10 percent initially, reduced incrementally to an ultimate rate of 5 percent after eight years.
Both rates included a 3 percent inflation assumption. The UAAL is being amortized as a percentage of projected
payroll on an open basis. The original amortization period was 30 years, as of January 1, 2011. 30 years remain.
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Annual Budget Process

Capital Improvement Budget Development (April-July)

The City has a five-year capital improvement plan. Annually, departments prepare and modify capital
improvement proposals. Capital Long Improvement Committee (CLIC) is the citizen advisory committee to the
Mayor and City Council on capital programming. The 33 members are appointed by the Mayor and City Council.

Mayor’s Budget Recommendation (May-August)

The Mayor interacts with the departments to develop the recommended budget and review additional
policy changes, alternative funding choices and other requests. In addition to reviewing operating budgets, the
Mayor meets with representatives from CLIC in preparation of finalizing the capital budget recommendations.
Following the departmental budget interaction and meetings with CLIC, the Mayor prepares a final budget
recommendation with the assistance of the Finance Department. The Mayor presents a final budget
recommendation to the City Council in August.

Maximum Proposed Property Tax Levy (September)

As required by State law, the maximum proposed property tax levies is set by September 15. The maximum
property tax levies are set by the Board of Estimate and Taxation. The Board of Estimate and Taxation must
by individual tax levy set maximum property tax levies for the City, Municipal Building Commission, Public
Housing Authority and the Minneapolis Park and Recreation Board.

City Council Budget Review and Development (September-November)

The City Council holds public hearings on the budget. Departments present their budgets to the Ways and
Means/Budget Committee. Following departmental budget hearings, the Ways and Means/Budget Committee
approves and recommends a final budget to the City Council. The recommended budget includes any and all
changes that are made to the Mayor’s Recommended Budget.

Truth in Taxation (November)

Truth in Taxation (or “TNT”) property tax statements are mailed by Hennepin County to property owners
indicating the maximum amount of property taxes that the property owner will be required to pay from all
taxing jurisdictions. These statements also indicate the dates when truth in taxation public hearings will be
held. The City’s TNT public hearings are held in December before adoption of the budget.

City Council Budget Adoption (December)

The City Council adopts a final budget that reflects any changes made to the Mayor’s Recommended
Budget. Two public hearings are held in late November/early December for the formal adoption of the budget
and tax levies. Once the final budget resolutions are adopted, all requests from City departments for additional
funds made throughout the year are brought before the Ways and Means/Budget Committee and City Council
for approval as amendments to the original budget resolutions.

The independent boards and commissions adopt their own operating budgets and property tax levies. The
property tax levies may not be higher than the maximum set by the Board of Estimate and Taxation.
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THE 2014 ADOPTED BUDGET

Financial Overview 2014 Budget

The 2014 Budget for all City funds of $1.238 billion was adopted on December 11, 2013. The 2014 budget
represents a $41.6 million, or 3.5%, increase from the 2013 Budget of $1.196 billion. The 2014 property tax levy
of $281.7 million results in a 1% decrease, or $2.8 million reduction, from the 2013 property tax levy. The 2014
budget utilizes accumulated funds in the General Fund to support a property tax reduction. These funds were
generated through policies of fiscal restraint which resulted in under-spending in City departments. The
General Fund also benefited from growth in local sales tax and other non-property tax revenues due to an
improving economy. These factors, combined with resources previously dedicated to property tax relief and an
increased appropriation in Local Government Aid (LGA) from the State of Minnesota, allowed for a levy
reduction of 1% from 2013. The overall 2014 budget is funded with the lower levy amount, despite a previously
planned increase of 2.5% in prior tax policy and increased cost of maintaining services of approximately 3.5%.

Local Government Aid (LGA) 

Following several years of uncertainty in funding
from the State of Minnesota in the form of LGA,
including the loss of over $70 million from 2008-2011,
the State increased the amount of LGA appropriated to
the City of Minneapolis from $64.1 million in 2013 to
$76.1 million for 2014. Of this $76.1 million, the City
will allocate $66.9 million for its General Fund, $9.0
million to the Park Board, and the remaining $0.2
million to the Municipal Building Commission (MBC).
The table to the right shows the historical certified and
actual LGA amounts including the reductions, as well
as projected LGA levels for 2015 based on current law. 

Major Highlights

The 2014 Budget includes significant proposals to address future financial challenges. It is important to
be aware of these initiatives when making comparisons between budget years, and to understand the context
in which these decisions were made.

The highlights include the following:

• The budget for City departments increases by 4.3% in 2014, or $33 million. As part of this budget, the
utilization of funds that have accumulated in the General Fund due to a growing economy and fiscal
restraint in prior years, coupled with an increase in Local Government Aid allows for a simultaneous
decrease in the 2014 property tax levy.
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• The 2014 budget, for the first time in five years, does not project growth in the cost of closed pension
obligations from the prior year. The City will levy the same amount for these obligations as it did in
2013, and costs are projected to remain flat for years to come. 

• The City currently maintains the highest possible ratings from Fitch Ratings and Standard & Poor’s.
In mid-2013, Moody’s Investors Service adjusted the City’s bond credit rating from Aaa to Aa1 with a
stable outlook, primarily due a change in Moody’s methodology regarding adjusted net pension
liability. Recent actions taken to merge the City’s closed pension funds into the statewide pension
system and improvements in the funding ratios of pension plans nationwide should improve this
outlook in the future.

• The Budget includes a realignment of City sales and use taxes as revenue in the City’s General Fund.
The elimination of restrictions on the use of these local taxes results from the legislation which
authorized the funding structure for construction of the new Minnesota Vikings stadium. Funds will
subsequently be transferred to the Convention Center and Target Center Reserve Funds for the
amounts necessary to cover expenses recognized in those funds. The flexibility gained by eliminating
the restrictions on the uses of these funds is a factor in the City’s ability to reduce its levy for 2014.

• The 2014 Budget completes the City’s aggressive efforts to eliminate the City’s internal service fund
deficits and build reserves by prepaying the remaining obligations according to the City’s previous
long-term financial plans. The original plans were adopted between 2000 and 2004 and called for the
Self-Insurance, Equipment, Property Services and Intergovernmental Services (IT) internal service
funds to rely on transfers from the General Fund to eliminate deficits through 2019. However, due to
efforts in recent budget cycles and this budget, 2014 will be the final year of transfers. This will allow
General Fund resources to be redeployed to other purposes in 2015 and beyond and help mitigate levy
increases in the future.

• The 2014 Budget continues to lay the foundation for a wave of development including, but not limited
to, projects associated with the new stadium for the Minnesota Vikings and other uses. Construction
growth in the City impacts a number of functions in the City including permitting and inspections. The
2014 Budget includes funding for additional staffing to handle increased workloads and providing
funding necessary to build supporting infrastructure and increase overall market value of property
within the City.

• A new system for budgeting small and mid-level capital requests normally funded from departmental
operating budgets has also been introduced in this year’s budget process. This system, called the
Capital Asset Request System, or “CARS,” will be used on an ongoing basis to better plan for long-
range smaller operating capital requests that would normally be recognized in individual departments.
The requests include items that are not ongoing in nature such as enterprise software upgrades,
vehicle purchases and similarly-valued items. The CARS process provides a rolling five-year
perspective of the City’s needs for these assets and is intended to create a longer term funding plan.
In the first year of this program, approximately $9 million has been dedicated to fund items through
this process. The majority of items funded reflect deferred maintenance and replacement costs for
existing operating capital. 

• Future opportunities and challenges that the 2014 Budget addresses, through the five-year financial
direction, include the impacts of rebounding property values and continued growth in the cost of
providing City services due to inflationary pressures.
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City Sources of Revenue

Below is a summary of the 2014 Budget revenues by major category.

Total Revenue  Budget – Sources of Funds 2014 Budget

$1.24 Billion

For 2014, the City forecasts $1.238 billion in revenue from a variety of sources. Many of the City’s revenue
sources are restricted, meaning they are required to be spent in defined areas or on specific programs or projects.
These restrictions limit the City’s ability to raise additional funds and to apply the revenue to other
departments or programs. For example, the City charges fees for services such as water, but State law requires
that these fees be no higher than the cost of providing the services, including both operating and capital costs.
Because these revenues are restricted, the City cannot raise water bills to pay for citywide police services.

Grants and allocations from the Federal Government and other units of government are usually designated
for specific needs and purposes. If the City does not spend these resources for their designated purpose, the City
will not receive the grants. Bond proceeds must go to purposes for which the debt was incurred. Like many
Minnesota cities, Minneapolis pays for core City services (police, fire, streets, parks, etc.) primarily with property
taxes and LGA, as well as other general governmental revenues such as licenses and permits.
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City Spending

Below is a summary of the 2014 Budget by major spending categories, excluding transfers.

Total Expenditure Budget – 2014 Budget
$1.24 Billion

*Includes Human Resources, Finance, 311, Intergovernmental Relations, Communications, Neighborhood and
Community Relations, IT, 911 and Emergency Management.  Convention Center is broken out for illustrative purposes.

**Includes Assessor, Internal Audit, City Clerk, City Council, Civil Rights and Mayor
***Includes Non-departmental, Health and Welfare, Worker’s Compensation, Liability, Contingency and Pensions
****Includes Neighborhood Revitalization Program, Board of Estimate and Taxation, the City’s Contribution to Minneapolis

Public Housing Authority, and Municipal Building Commission
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City Spending

Below is a summary of the 2014 Budget by major spending categories, including transfers and independent
boards such as the Minneapolis Parks and Recreation Board and the Municipal Building Commission.

Expenditures by Service
(In Millions of Dollars)

2014 2013
Adopted % Change $ Change Adopted__________ __________ ___________ __________

Attorney . . . . . . . . . . . . . . . . . . . . . . . . . . . $   15.9 8.4% $ 1.2 $  14.7
Coordinator*  . . . . . . . . . . . . . . . . . . . . . . . 107.7 9.4% 9.2 98.4
CPED . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.3 3.6% 2.8 76.5
Convention Center  . . . . . . . . . . . . . . . . . . 51.5 6.3% 3.0 48.5
Fire . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59.3 9.2% 5.0 54.3
Health  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.8 4.9% 0.8 16.9
Library . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 -21.1% (0.9) 4.1
Police  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 147.7 8.5% 11.6 136.1
Regulatory Services  . . . . . . . . . . . . . . . . . 20.6 13.3% 2.4 18.1
Public Works Subtotal  . . . . . . . . . . . . . . . 309.3 1.7% 5.1 304.3
Other City Services**  . . . . . . . . . . . . . . . . 19.8 5.9% 1.1 18.7
Other***  . . . . . . . . . . . . . . . . . . . . . . . . . . 55.7 10.5% 5.3 50.4
Debt Service  . . . . . . . . . . . . . . . . . . . . . . . 122.5 4.1% 4.8 117.7
Total Capital Improvement  . . . . . . . . . . . 121.5 -10.1% (13.6) 135.1_________ ______ _______ __________
City Subtotal . . . . . . . . . . . . . . . . . . . . . . $1,131.8 3.5% $37.9 $1,094.0
Park Board  . . . . . . . . . . . . . . . . . . . . . . . . 95.2 3.8% 3.5 91.7
Other Independent Boards . . . . . . . . . . . . 10.4 2.2% 0.2 10.2__________ ______ _______ ________
Independent Boards Subtotal $  105.6 3.7% $ 3.7 $  101.9__________ ______ _______ __________
Total City Spending  . . . . . . . . . . . . . . . $1,237.5 3.5% $41.6 $1,195.8

*Includes Human Resources, Finance & Property Services, 311, Intergovernmental Relations, Communications,
Neighborhood and Community Relations, IT, 911 and Emergency Management. Convention Center is broken out for
illustrative purposes.

**Includes Assessor, Internal Audit, City Clerk, City Council, Civil Rights and Mayor.
***Includes Non-departmental, Health and Welfare, Worker’s Compensation, Liability, Contingency & Pensions.
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City Sources of Revenue

Below is a summary of the 2014 Budget revenues by major category.

Revenues by Category
(In Millions of Dollars)

2014 2013
Adopted % Change $ Change Adopted__________ __________ ___________ __________

Charges for Sales  . . . . . . . . . . . . . . . . . . . $14.3 17.3% $2.1 $12.2
Charges for Services  . . . . . . . . . . . . . . . . . 418.0 3.3% 13.5 404.5
Contributions  . . . . . . . . . . . . . . . . . . . . . . 1.7 -1.6% 1.7
Federal Government  . . . . . . . . . . . . . . . . . 29.1 7.2% 2.0 27.2
Fines and Forfeits  . . . . . . . . . . . . . . . . . . . 8.8 -10.0% (1.0) 9.8
Franchise Fees  . . . . . . . . . . . . . . . . . . . . . 26.9 -1.8% (0.5) 27.4
Gains  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -90.0% (0.2) 0.2
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.4 7.3% 0.2 2.2
License And Permits  . . . . . . . . . . . . . . . . . 38.8 12.2% 4.2 34.5
Local Government . . . . . . . . . . . . . . . . . . . 6.9 -65.3% (12.9) 19.8
Long Term Liabilities Proceeds  . . . . . . . . 52.9 -10.3% (6.0) 58.9
Other Misc Revenues  . . . . . . . . . . . . . . . . 17.4 40.6% 5.0 12.4
Other Tax Revenues  . . . . . . . . . . . . . . . . . 51.0 4.9% 2.4 48.6
Property Taxes  . . . . . . . . . . . . . . . . . . . . . 276.1 -1.0% (2.8) 278.9
Rents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48.4 -7.5% (3.9) 52.3
Sales and Other Taxes  . . . . . . . . . . . . . . . 73.7 3.5% 2.5 71.2
Special Assessments  . . . . . . . . . . . . . . . . . 32.0 17.4% 4.7 27.3
Local Government Aid  . . . . . . . . . . . . . . . 76.1 18.7% 12.0 64.1
Other State Government  . . . . . . . . . . . . . 39.5 35.6% 10.4 29.1
Use of Fund Balance . . . . . . . . . . . . . . . . . 24.5 24.5____________ _______ ________ ____________
Total Revenue . . . . . . . . . . . . . . . . . . . . . $1,238.4 4.7% $56.2 $1,182.3

The change in property tax revenue shows a different change than the change in levy because tax increment property tax
revenue fluctuates due to the certification and decertification of tax-increment financing districts.

For 2014, the City forecasts $1.085 billion in revenue from a variety of sources. Many of the City’s revenue
sources are restricted, meaning they are required to be spent in defined areas or on specific programs or projects.
This restriction limits the City’s ability to apply the revenue to other departments or programs. For example,
the City charges fees for services such as water, sewer and trash pickup, but State law requires that these fees
be no higher than the cost of providing the services - the City cannot raise water bills to pay for citywide police
services. Grants and transfers from the Federal Government and other units of government are usually
designated for specific needs and purposes. If the City does not spend these grants for their designated purpose,
the City will not receive the grants. Some cities increase revenues through assessments for current services,
which are also tied to specific purposes such as street or sidewalk maintenance. Bond proceeds must go to
purposes for which the debt was incurred. Local sales tax revenues historically supported the Convention
Center and Convention Center-related facilities, the Target Center, capital projects, and other economic
development-related purposes, but are now free from restriction on use. Like many Minnesota cities,
Minneapolis pays for core City services (police, fire, streets, parks, etc.) primarily with property taxes and LGA.
Unlike other cities, Minneapolis has the ability to direct local sales taxes where funding is needed.

Budget by Fund

The City uses different “funds” to account for expense and revenue associated with the various services
provided. The General Fund, where the City accounts for most property tax supported services, represents 32%
of the 2014 Budget. This percentage reflects an increase of 2.9% from 2013 because local sales tax revenues are
now receipted in the General Fund, whereas they had previously been receipted in the Convention Center
Special Revenue Fund.

Special Revenue Funds are used for personnel costs, operating costs, contractual services and equipment
that are funded by specific revenue sources. These funds support the convention center, health and family
support, public safety, Federal, State and local grants and ongoing support of closed pension funds.
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Capital Project Funds include permanent improvement and arbitrage funds and are used for the
construction of infrastructure projects.

Debt Service Funds are used to pay interest and principal on City debt.

Internal Services Funds are used to account for business-like services that the City provides to other
City departments. Internal services include information technology, equipment (e.g. police squad cars and fire
equipment), property services, tort claims, and workers compensation claims.

Enterprise Funds include services that the City provides that operate like a “business” — similar to
internal service funds but with external customers. Charges for services are expected to recover operating costs,
indirect costs, capital investments, and interest expense. Enterprise services of the City include sanitary sewer
services, stormwater management and flood mitigation, water treatment and distribution, solid waste and
recycling, and parking.

Revenue by Fund Type
In Millions

2014 Percent Dollar 2013
Adopted Change Change Adopted___________ ___________ ___________ ___________

General  . . . . . . . . . . . . . . . . . . . . . . . . . $  464.0 25.9% $ 95.3 $  368.6
Special Revenue  . . . . . . . . . . . . . . . . . . 233.0 -16.8% (46.9) 279.9
Capital Project . . . . . . . . . . . . . . . . . . . . 67.4 -23.9% (21.2) 88.6
Debt Service  . . . . . . . . . . . . . . . . . . . . . 46.0 53.8% 16.1 29.9
Internal Service . . . . . . . . . . . . . . . . . . . 128.1 3.1% 3.8 124.3
Enterprise  . . . . . . . . . . . . . . . . . . . . . . . 300.0 3.1% 9.0 291.0___________ ______ ________ ___________
Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,238.4 4.8% $ 56.2 $1,182.2

Expense by Fund Type
In Millions

2014 Percent Dollar 2013
Adopted Change Change Adopted___________ ___________ ___________ ___________

General  . . . . . . . . . . . . . . . . . . . . . . . . . $  392.6 11.6% $ 40.9 $  351.7
Special Revenue  . . . . . . . . . . . . . . . . . . 255.0 4.1% 9.9 245.1
Capital Project . . . . . . . . . . . . . . . . . . . . 76.5 -20.0% (19.1) 95.7
Debt Service  . . . . . . . . . . . . . . . . . . . . . 81.1 13.7% 9.8 71.3
Internal Service . . . . . . . . . . . . . . . . . . . 133.3 0.6% 0.8 132.4
Enterprise  . . . . . . . . . . . . . . . . . . . . . . . 298.9 -0.2% (0.6) 299.6___________ ______ ________ ___________
Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,237.0 3.5% $ 41.6 $1,195.8

The largest portion of the City’s budget is spent on personnel, which comprises $446.5 million or 36% of the
total budget. The 2014 Budget includes an overall increase of 34.5 budgeted full-time equivalent (FTE) positions,
inclusive of the City’s independent boards.

Spending by Major Categories
In Millions

2014 2013
Expense Category Adopted % Change $ Change Adopted____________________ ___________ __________ ___________ ___________
Contractual Services . . . . . . . . . . . . . . . $ 322.1 6.4% $19.4 $  302.7
Operating Costs . . . . . . . . . . . . . . . . . . . 162.5 1.9% 3.0 159.5
Salaries and Wages  . . . . . . . . . . . . . . . . 312.6 4.7% 14.0 298.6
Debt Service  . . . . . . . . . . . . . . . . . . . . . 122.7 1.6% 2.0 120.7
Capital  . . . . . . . . . . . . . . . . . . . . . . . . . . 183.7 -3.0% (5.7) 189.4
Fringe Benefits  . . . . . . . . . . . . . . . . . . . 133.9 7.2% 9.0 124.9__________ _______ _______ _________
Total Expense  . . . . . . . . . . . . . . . . . . . $1237.5 3.5% $41.6 $1,195.8
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Major Budget Considerations:

Funding for Physical Infrastructure

Five-Year Capital Program Totals: For 2014 – 2018, the five-year capital program for City departments,
independent boards and commissions totals $592.72 million including all funding sources. The 2014 portion of
this program is $120.48 million which funds accelerated improvements to the City’s infrastructure by
continuing support for the expanded net debt bond program put in place for 2012. For this budget, an additional
$16.35 million was added to the net debt bond program to allow for additional infrastructure investments.
Below is a summary of the five-year capital program by major infrastructure category.

Five-Year Capital Investment Allocation
2014 Budget

Submitting Infrastructure  Percent
Agency Category 2018 2017 2016 2015 2014 Total of Total____________ ________________ _________ _________ _________ _________ _________ _________ _________

Municipal Building Commission  . . . . . . . . . . . . 1,290 1,135 515 670 995 4,605 0.8%
Park Board  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,150 5,350 5,650 5,650 6,011 26,811 4.5%

Public Works Street Paving . . . . . . . . . . . . . . . . 18,440 21,110 28,400 41,700 32,225 141,875 24.0%
Department Sidewalks . . . . . . . . . . . . . . . . . . . 3,985 3,830 3,675 3,520 3,365 18,375 3.1%

Bridges . . . . . . . . . . . . . . . . . . . . . 9,210 5,925 2,825 10,190 14,260 42,620 7.2%
Traffic Control & Street
Lighting  . . . . . . . . . . . . . . . . . . . 6,910 5,545 9,310 9,860 6,658 38,283 6.5%
Bike Trails  . . . . . . . . . . . . . . . . . . 0 0 0 0 1,415 1,415 0.2%
Sanitary Sewers  . . . . . . . . . . . . . 7,250 7,250 7,250 8,000 8,000 37,750 6.4%
Storm Sewers  . . . . . . . . . . . . . . . 16,150 16,850 22,730 26,993 15,950 98,673 16.6%
Water Infrastructure . . . . . . . . . . 33,400 23,900 23,800 23,200 22,100 126,400 21.3%
Parking Ramps  . . . . . . . . . . . . . . 1,700 1,700 1,700 1,700 1,700 8,500 1.4%_________ _________ _________ _________ _________ _________ _________

Public Works 
Department Total . . . . . . . . . . 97,045 86,110 99,690 125,163 105,673 513,681 86.7%_________ _________ _________ _________ _________ _________ _________

Information Technology  . . . . . . . . . . . . . . . . . . . 1,150 1,350 2,950 3,150 2,050 10,650 1.8%
Public Grounds & Facilities  . . . . . . . . . . . . . . . . 2,750 9,425 5,510 5,065 4,065 26,815 4.5%
Miscellaneous Projects . . . . . . . . . . . . . . . . . . . . . 4,420 425 405 3,220 1,685 10,155 1.7%_________ _________ _________ _________ _________ _________ _________

Grand Totals  . . . . . . . . . . . . . . . 110,805 103,795 114,720 142,918 120,479 592,717 100.0%_________ _________ _________ _________ _________ _________ __________________ _________ _________ _________ _________ _________ _________

For more details regarding the Five-Year Capital Improvement Program, please see the Capital Program.

Technology Funding

The City has two main financing mechanisms for technology:

Property tax supported debt financing in the City’s capital program: Since 2003, the City has programmed
about $1.5 - $2.0 million annually in property tax supported projects, financed by debt, as prioritized by the IT
Department and the department heads. These technology assets are capitalized and the bond payments are
structured within the useful life of the asset. For 2014, $2.05 million in technology projects are funded through
property tax supported debt with a five-year plan total of $10.65 million. Approximately 47% of the total or
$5.0 million of this program is dedicated to replacing the Police Department’s primary information system.

Pay-as-you go: On occasion, the City will allocate current-year available funding for a technology project
rather than issuing bonds. Regardless of the initial funding source for a capital project, funding the ongoing
operating costs for new technology has been a challenge for the City.

New in 2014 — Capital Asset Request System (CARS):

Beginning with this budget cycle, the City has implemented the CARS process to allow departments to
submit budget requests for the replacement of capital equipment items greater than $5,000 such as technology
systems, vehicles and construction equipment and/or other large dollar items necessary to provide services.
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The CARS process uses a five-year planning horizon similar to the Five-Year Capital Program (for
infrastructure) with the intent of establishing normal replacement cycles for all long-term assets used by City
Departments. Replacement cycles had already been established for fleet equipment, but not for other asset
categories. For this first five-year cycle, the City received requests from departments totaling $76.5 million,
with fleet equipment representing approximately 60 percent of this total. For 2014, the requests totaled
$22.5 million. This budget approves $8.9 million of general fund allocations and $12.02 million of non-general
fund allocation.

Funding for Pension Liabilities

The City’s levies for its former closed pension funds that have been merged into the Minnesota State Public
Employees’ Retirement Association (PERA) remains level at $27.3 million in 2014. This information for each
levy is detailed for each of the three former pension funds below.

The Minneapolis Employee’s Retirement Fund (MERF) Division of PERA:

The 2014 levy for MERF-related costs is $18.2 million, level from 2013. The funding is due to legislation
passed in 2010 that called for a gradual increase in City funding to cover a share of the cost associated with
the agreement that merged MERF into PERA. The City’s share of MERF expenses is expected to remain level
through 2031 unless the MERF Division of PERA does not meet actuarial assumptions for its investment
returns or if the actuarial assumptions for PERA are changed by the State.

The Former Minneapolis Police Relief Association (MPRA), a closed fund:

In 2011, legislation was passed by the State that merged the MPRA into PERA P&F on December 31, 2011.
The 2014 levy for the former MPRA is $6.4 million, level from 2013. It is anticipated that these costs will remain
level through 2031.

The Former Minneapolis Fire Relief Association (MFRA), a closed fund:

In 2011, legislation was passed by the State that merged the MFRA into PERA P&F on December 31, 2011.
The 2014 levy for the former MFRA is $2.7 million, level from 2013. It is anticipated that these costs will remain
level through 2031.
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Teacher’s Retirement Association (TRA):

The 2006 Legislative session combined the Minneapolis Teachers Retirement Fund Association (MTRA)
with the State’s Teachers Retirement Association (TRA). As part of the legislation, the City was required to
redirect its annual $2.25 million MTRA tax levy to TRA through 2037. State law changed the $2.25 million
City levy to a $2.25 million contribution in 2012. This change increased the total levy for this purpose as the
City previously contributed its net TRA levy collection, which was less than $2.25 million because the City does
not collect 100% its levy. In 2014, the City must levy $2.3 million for TRA to insure that net collections provide
the $2.25 million. The 2014 TRA levy reflects a decrease of $100,000 from 2013 as the 2013 levy included back
taxes for prior years’ short payments.

Public Employees Retirement Association (PERA), the plan for most current City employees:

The employers’ contribution level in PERA’s Coordinated Plan remains at 7.25% for 2014. The Police and
Fire Plans’ employer’s contribution was raised from 14.4% in 2013 to 15.3% beginning in 2014. This rate will
further increase in 2015 to 16.2%. The estimated total cost of contributions to PERA for the City, inclusive of
its independent boards in 2014 is $30.0 million, which is covered in the budgets of the department in which the
employees work.

2014 % Change $ Change 2013_______ ___________ ___________ _______
PERA  . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.7 2.2% $0.3 $13.4
PERA Police & Fire . . . . . . . . . . . . . . . . 16.3 1.6% 1.6 14.7_______ _______ ______ _______
Total $30.0 1.9% $1.9 $28.1

Funding for internal services funds long-term financial plans

During the 1990s, external demands negatively impacted the ability for revenue to support these internal
services to keep pace with the growth in expenditures. Significant negative cash balances resulted because
annual expenses exceeded revenues. By the year 2000, the combined net asset deficit in the Self Insurance,
Equipment, and Intergovernmental Services Funds was $61.7 million. To correct these deficits, the City adopted
long-term financial plans between 2000 and 2004 that called for the Self-Insurance, Equipment,
Intergovernmental Services, as well as the Property Services internal service funds to rely on transfers from
the General Fund through 2019 to eliminate deficits. However, due to efforts in recent budget cycles and this
budget, 2014 will be the final year of these transfers which will allow General Fund resources to be redeployed
to other purposes in 2015 and beyond.

Growth in personnel costs

• Personnel Changes. The 2014 Budget increases the FTE count of City positions by 34.5, inclusive of
the City’s independent boards, from 4,840.3 to 4,874.8.

• Salary and wages. The 2014 Budget includes an increase in personnel expenditures ($312.6 million
in salaries and wages, compared to a 2013 total of $298.6 million). It also includes $133.9 million in
fringe benefits, compared to $124.9 million in 2013, inclusive of the City’s independent boards.

• Benefits. Health and dental insurance expenditures are budgeted to increase from $61.5 million in
2013 to $67.6 million in 2014, inclusive of the City’s independent boards. This estimate is based on
changes and experience related to the current plan design and the competitive procurement processes.
The anticipated health premium increase in 2014 is 10.0% due to continuation of the current contract.
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Continuing Library Obligation to Hennepin County

Minneapolis libraries merged with the Hennepin County system in 2008. In addition to the $9.3 million
market value referendum supported by Minneapolis taxpayers, the merger finance plan calls on Minneapolis
to provide for an additional declining base contribution for 10 years. In 2014, that contribution is approximately
$3.2 million. The City will also continue to pay the outstanding debt service on existing bonds issued by the City
for library purposes.

Finance Plan for Hennepin County Library/Minneapolis Library Merger
(in thousands):

Reopen Other Total Library Prop One
Base (1) Reopen City (2) City LGA (3) tax (4) Time (5) Total________ ________ ________ __________ __________ ________ __________ ________ _________

2008 $7,800 $445 100% $445 $10,650 $18,895 $6,800 $10,650 $1,445 $18,895
2009 $7,020 $463 100% $463 $10,650 $18,133 $6,800 $10,650 $  683 $18,133
2010 $6,240 $481 100% $481 $10,650 $17,371 $6,721 $10,650 $17,371
2011 $5,460 $501 79% $393 $10,750 $16,603 $5,853 $10,750 $16,603
2012 $4,680 $521 58% $302 $10,750 $15,732 $4,982 $10,750 $15,732
2013 $3,900 $541 38% $206 $10,750 $14,856 $4,106 $10,750 $14,856

2014 $3,120 $563 21% $118 $ 9,300 $12,538 $3,238 $ 9,300 $12,538
2015 $2,340 $586 4% $ 23 $ 8,600 $10,963 $2,363 $ 8,600 $10,963
2016 $1,560 $609 0% $ 8,600 $10,160 $1,560 $ 8,600 $10,160
2017 $  780 $633 0% $ 8,600 $ 9,380 $  780 $ 8,600 $ 9,380

(1) The cost to reopen 3 libraries at 24 (2) and 20 (1) hours per week. Annual costs are inflated 4% per year after 2008.
(2) Other City includes debt service on referendum and net debt bonds/MERF contributions. Final referendum debt service

in 2025.
(3) Library LGA is the amount of LGA allocated to Libraries not exceeding the 2007 level.
(4) Property tax amounts are in City’s five-year financial plans.
(5) The City will be responsible for these one-time costs.

Shared Revenue Approach

As a part of the 2010 budget process, the Mayor recommended and Council adopted a shared revenue
approach that makes costs shared between the City and its independent boards more transparent, as they are
noted “above the line” prior to determining the revenue available for general operating expenditures for each
entity. These costs include closed pension obligations, previously approved internal service fund workout plans,
the Bond Redemption Fund levy, the Permanent Improvement Fund levy, the Minneapolis Public Housing
Authority special levy, the Teacher’s Retirement Association special levy, the Library Market Value Referendum
levy, the levy for the Board of Estimate and Taxation, and shared administrative costs. This policy clearly
isolates changes to City policies and the funding of those policy changes. Future increases are aligned with
available resources, and the annual percentage change in revenue available for general fund activities of the
City’s General Fund, the Park Board and MBC is the guided by the governing boards of each organization after
adjusting for the estimated costs. Levy distributions are allocated during the Council and Board Adopted Budget
processes and changes are made in the resource levels based on policy decisions made during the budget process.
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Property Tax Revenue

The City’s 2014 Budget includes an estimated net tax
capacity rate of 71.860%. This rate is the combined rate for the
City, the Board of Estimate and Taxation, the Minneapolis Park
and Recreation Board, and the Municipal Building Commission
(MBC). The Library referendum is a $9.3 million market value
based tax with an estimated tax capacity rate of 0.02819% for
2014 and is not included in the City’s net tax capacity rate. This
estimated net tax capacity rate will levy $2.855 million less
than the 2013 Budget.

Property tax revenue in constant 2013 dollars*

*This revenue chart shows the trend of City revenues adjusted for inflation using the Consumer Price Index (CPI).
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City Utility Fees

For 2014, the Budget for Water and Sanitary Sewer fees include both a variable rate component based on
water usage and a fixed rate component based on the size of the water meter servicing the property. The variable
rate for Sanitary Sewer did not increase for 2014. The table below provides a summary of the anticipated change
in an average residential customer’s utility bill from 2013 to 2014.

Combined Utility Bill

Monthly and Annual cost for average customer
2014 Annual 2014 2014 Monthly 2014 Monthly 2013 Monthly
Average % change dollar change Average* Average*_____________ _____________ _______________ _______________ _______________

Water . . . . . . . . . . . . . . . . . . . . . . . . . $309 2.8% $0.71 $25.74 $25.03
Sanitary Sewer . . . . . . . . . . . . . . . . . 267 1.8% 0.40 22.24 21.84
Stormwater . . . . . . . . . . . . . . . . . . . . 143 1.0% 0.12 11.94 11.82
Solid Waste/Recycling** . . . . . . . . . . 271 2.7% 0.60 22.60 22.00_____ ______ _______ _______ _______
Total  . . . . . . . . . . . . . . . . . . . . . . . . . $990 2.3% $1.83 $82.52 $80.69

*The average household rate for water is based on 7 units of consumption at $3.32 per unit plus a $2.50 fixed charge, in
prior years 8 units of water were used in these calculations. Sanitary rates are based on 6 units of water consumption at
$3.21 per unit plus a fixed charge of $3.40. Stormwater rates are based on 1 equivalent Stormwater unit of 1,530 square
feet on impervious surface.

**The solid waste rate is based on a $17.60 monthly charge with a large disposal cart fee of $5.00; customers can substitute
a small cart with a $2.00 fee.

Franchise Fees

Utility companies pay the City franchise fees for their use of the public right-of-way. Franchise fees are
calculated as a percentage of each company’s total utility revenues, so the amounts paid to the City vary. The
2014 Budget anticipates the total franchise fee revenue will decrease by $0.5 million from the 2013 Budget, from
$27.4 million in 2013 to $26.9 million in 2014. The decline in revenue is due to eliminating revenue from the
bus stop advertising franchise fee.

There are three franchise agreements that provide revenue for the City. The franchise agreement with
Xcel Energy for electricity requires the company to pay the City 5% of its gross revenues for Minneapolis
residential service customers, 3% of gross revenues for Minneapolis commercial/industrial customers, and 5%
of gross revenues for Minneapolis small commercial/industrial customers. The residential rate drops to 4.5% of
gross revenues beginning in January 2014. In 2014, the Budget anticipates Xcel will pay the City $17.0 million
for this agreement, up $0.8 million from 2013. This franchise agreement expires at the end of 2014.

The franchise agreement with CenterPoint Energy for natural gas requires the company to pay the City
4.25% of gross revenues for Minneapolis residential buildings with four units or less, 5% for small
commercial/industrial/firm or “interruptible” customers (customers who have agreements to allow their service
to be interrupted, generally during peak loads), and 3% for large volume interruptible customers. The 2014
Budget anticipates CenterPoint Energy will pay the City $6.5 million for this agreement, a decrease of
$1.6 million from 2013.

The City also has a cable television franchise with Comcast that is anticipated to generate $3.4 million for
the City in 2014, a $300,000 increase from 2013. Comcast also collects an “access fee” from subscribers to support
public, educational and government (PEG) access programming. The City estimates that it will receive $840,000
from Comcast for the access fee in 2014, a $40,000 increase from 2013. There are ten PEG channels in the City
of Minneapolis: four public, three educational and three government channels.
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Community Development Block Grant

The 2014 Budget allocates $9.1 million in CDBG funding for City programs, down from $10.7 million
in 2013.

Other fee changes: The licenses and permit fee revenue is expected to increase from $34.5 million in
2013 to $38.8 million in 2014 due to recent and projected activity levels.

License and permit revenue in constant 2013 dollars
($ in millions)

*This revenue chart shows the trend of City revenues adjusted for inflation using the Consumer Price Index (CPI).
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DEBT MANAGEMENT POLICY
The objective of the debt management policies is to maintain the City’s ability to incur present and future

debt at minimal interest rates for infrastructure and economic development, without endangering essential
City services.

General Obligation Bonds, Property Tax Supported. The City utilizes general obligation, property tax
supported bonding to finance only those capital improvements and long term assets that have been determined
to be essential to the maintenance or development of the City.

Tax Increment Bonds. The City uses tax increment bonds only where projects can be shown to be self-
liquidating from tax increments arising in sufficient amounts, or where secured guarantees are provided for
potential shortfalls, and with appropriate timing to avoid, to the maximum extent possible, the use of city-wide
property tax revenues and where maximum allowable guarantees are obtained.

Special Obligation Revenue Bonds. Special obligation revenue bonds, those bonds for which the City
incurs no financial or moral obligation, are issued only if the associated development projects can be shown to
be financially feasible and contributing substantially to the welfare and/or economic development of the City
and its inhabitants.

Variable Rate Debt. The City may elect to issue bonds as variable rate instruments to provide flexibility
and/or attempt to achieve interest savings.

Debt Management. City Financial Management Policies shall be designed to maintain a balanced
relationship between debt service requirements and current operating costs, encourage growth of the tax base,
actively seek alternative funding sources, minimize interest costs and maximize investment returns. The City
limits the issuance of new bonded debt so as to maintain or make improvements in key financial trend lines
over time.

Bond Term. The City shall issue bonds with terms no longer than the economic useful life of the project.
For self-supporting bonds, maturities and associated debt service shall not exceed projected revenue streams.

Feasibility. The City shall obtain secured guarantees for self-supporting and tax increment supported
bonds to the extent possible. The City shall also obtain assurances of project viability and guarantees of
completion prior to the issuance of bonds.

CITY EMPLOYEES AND LABOR RELATIONS
Twenty-three bargaining units represent approximately 93% of the employees in the City of Minneapolis.

Approximate Contract
Number of Expiration

Employee Group Employees Date____________________ _______________ ____________
Clerical & Technical  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 687 12/31/12
Professional Employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 419 12/31/13
9-1-1  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58 12/31/13
Water Works Maintenance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 12/31/13
Fire Fighters (Non Supervisory)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 394 12/31/14
Police Officers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 846 12/31/14
Field Supervisors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129 12/31/14
Convention Center Teamsters  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104 12/31/14
Laborers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 380 12/31/14
Construction Equipment Operators/Mechanics & Helpers  . . . . . . . . . . . . 86 12/31/14
Truck Drivers & Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 12/31/15
Various with less than 65 employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 357 Various
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STATISTICAL INFORMATION RELATING TO THE CITY

Population Overview
The Minneapolis-St. Paul seven-county metropolitan area consists of Hennepin, Anoka, Carver, Dakota,

Ramsey, Scott and Washington Counties.

The population of the City and the Minneapolis-St. Paul seven-county area since 2003 is set forth below.

Population
Population of

Population Seven-County
Year of City Metropolitan Area______ _____________ _____________________
2003 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 382,295 2,740,985
2004 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 382,400 2,771,030
2005 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 387,711 2,810,179
2006 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 387,970 2,821,779
2007 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 388,020 2,849,003
2008 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 390,000 2,870,000
2009 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 386,691 2,881,812
2010 (U.S. Census) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 382,578 2,849,567
2011 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 387,873 2,873,444
2012 (Metropolitan Council)  . . . . . . . . . . . . . . . . . . . . . . . . 392,008 2,909,001

Household Size
Seven-County

Year City Metropolitan Area______ _____________ _____________________
2003 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.23 2.57
2004 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.23 2.56
2005 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.21 2.56
2006 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.20 2.54
2007 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.20 2.54
2008 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.19 2.49
2009 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.17 2.48
2010 (U.S. Census) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.34 2.55
2011 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.22 2.34
2012 (State Demographic Center)  . . . . . . . . . . . . . . . . . . . 2.24 2.56
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Labor Force
The Minneapolis labor force totaled 216,257 in March 2013, showing an increase of 2,680 from the March 2012

total of 213,577. The labor force is made up of City residents who are working or seeking employment.

The March 2013 labor force was composed of 205,487 employed residents and, based on a 5.0 percent
unemployment rate, approximately 10,770 unemployed persons.

Minneapolis Resident Labor Force and Population
March, 2002-2013

Labor
Year Force Number Percent

(March) Population (March) Employed Employed_________ _____________ _________ ____________ ____________
2003  . . . . . . . . . . . . . . . . . . . . . . . . . . 382,295 217,053 206,407 95.1%
2004  . . . . . . . . . . . . . . . . . . . . . . . . . . 382,400 215,434 204,108 94.7%
2005  . . . . . . . . . . . . . . . . . . . . . . . . . . 387,711 211,420 202,122 95.6%
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . 387,970 210,739 202,404 96.0%
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . 388,020 212,437 203,923 96.0%
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . 390,000 214,317 204,929 95.6%
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . 386,691 213,144 197,023 92.4%
2010  . . . . . . . . . . . . . . . . . . . . . . . . . . 382,578 209,149 194,042 92.8%
2011  . . . . . . . . . . . . . . . . . . . . . . . . . . 387,873 212,330 199,197 93.8%
2012  . . . . . . . . . . . . . . . . . . . . . . . . . . 392,008 213,577 201,839 94.4%
2013  . . . . . . . . . . . . . . . . . . . . . . . . . . 393,000 216,257 205,487 95.3%

Source:  Minnesota Department of Employment and Economic Development

A summary of the average number and percent of the residents of the City who are members of the civilian
labor force who were unemployed for the years 2008 through 2012 is set forth below.

2012 2011 2010 2009 2008__________ __________ __________ _________ _________
Total Labor Force . . . . . . . . . . . . . . . . . . . . . 216,047 216,825 215,701 215,417 217,485
Total Employment  . . . . . . . . . . . . . . . . . . . . 204,126 203,069 200,754 199,097 206,608
Unemployment  . . . . . . . . . . . . . . . . . . . . . . 11,921 13,756 14,947 16,320 10,877
Percent of Civilian Labor Force 
Unemployed  . . . . . . . . . . . . . . . . . . . . . . . . 5.5% 6.3% 6.9% 7.6% 5.0%

Source:  Minnesota Department of Employment and Economic Development

A-63



Unemployment
Information released by the Minnesota Department of Employment and Economic Development:

Minneapolis Comparative_____________________________________________________________________
Labor Unemployment Rates

Year Month Force Employment Number Rate MN US_____ ___________ __________ _______________ __________ ______ ______ ______

2013  . . . . . . . . . . . . . . . . . . . . . Ann Avg 218,302 207,534 10,767 4.9% 5.1% 8.0%

2013  . . . . . . . . . . . . . . . . . . . . . 12 217,300 208,040 9,260 4.3% 4.7% 6.5%
2013  . . . . . . . . . . . . . . . . . . . . . 11 218,574 209,276 9,298 4.3% 4.2% 6.6%
2013  . . . . . . . . . . . . . . . . . . . . . 10 218,432 208,556 9,876 4.5% 4.1% 7.0%
2013  . . . . . . . . . . . . . . . . . . . . . 09 218,253 207,464 10,789 4.9% 4.6% 7.0%
2013  . . . . . . . . . . . . . . . . . . . . . 08 219,597 208,390 11,207 5.1% 4.8% 7.3%
2013  . . . . . . . . . . . . . . . . . . . . . 07 221,482 209,786 11,696 5.3% 5.1% 7.7%
2013  . . . . . . . . . . . . . . . . . . . . . 06 220,657 208,846 11,811 5.4% 5.2% 7.8%
2013  . . . . . . . . . . . . . . . . . . . . . 05 219,845 208,939 10,906 5.0% 4.9% 7.3%
2013  . . . . . . . . . . . . . . . . . . . . . 04 217,751 207,498 10,253 4.7% 5.4% 7.1%
2013  . . . . . . . . . . . . . . . . . . . . . 03 216,257 205,487 10,770 5.0% 5.8% 7.6%
2013  . . . . . . . . . . . . . . . . . . . . . 02 215,670 204,666 11,004 5.1% 6.0% 8.1%
2013  . . . . . . . . . . . . . . . . . . . . . 01 215,802 203,463 12,339 5.7% 6.6% 8.5%

2012  . . . . . . . . . . . . . . . . . . . . . Ann Avg 216,047 204,126 11,921 5.5% 5.6% 8.1%

2012  . . . . . . . . . . . . . . . . . . . . . 12 215,809 204,947 10,862 5.0% 5.4% 7.6%
2012  . . . . . . . . . . . . . . . . . . . . . 11 217,795 206,842 10,953 5.0% 4.9% 7.4%
2012  . . . . . . . . . . . . . . . . . . . . . 10 218,140 206,611 11,529 5.3% 5.0% 7.5%
2012  . . . . . . . . . . . . . . . . . . . . . 09 217,234 205,341 11,893 5.5% 5.1% 7.6%
2012  . . . . . . . . . . . . . . . . . . . . . 08 217,396 204,467 12,929 5.9% 5.6% 8.2%
2012  . . . . . . . . . . . . . . . . . . . . . 07 218,566 205,105 13,461 6.2% 5.8% 8.6%
2012  . . . . . . . . . . . . . . . . . . . . . 06 217,597 204,240 13,357 6.1% 5.9% 8.4%
2012  . . . . . . . . . . . . . . . . . . . . . 05 216,324 204,723 11,601 5.4% 5.3% 7.9%
2012  . . . . . . . . . . . . . . . . . . . . . 04 214,824 204,016 10,808 5.0% 5.3% 7.7%
2012  . . . . . . . . . . . . . . . . . . . . . 03 213,557 201,839 11,718 5.5% 6.4% 8.4%
2012  . . . . . . . . . . . . . . . . . . . . . 02 213,577 201,527 12,050 5.6% 6.6% 8.7%
2012  . . . . . . . . . . . . . . . . . . . . . 01 211,740 199,852 11,888 5.6% 6.5% 8.8%

2011  . . . . . . . . . . . . . . . . . . . . . Ann Avg 216,825 203,069 13,756 6.3% 6.4% 9.0%

2010  . . . . . . . . . . . . . . . . . . . . . Ann Avg 215,701 200,754 14,947 6.9% 7.1% 9.6%

2009  . . . . . . . . . . . . . . . . . . . . . Ann Avg 215,417 199,097 16,320 7.6% 8.0% 9.3%

2008  . . . . . . . . . . . . . . . . . . . . . Ann Avg 217,485 206,608 10,877 5.0% 5.5% 5.6%

2007  . . . . . . . . . . . . . . . . . . . . . Ann Avg 214,558 205,255 9,303 4.3% 4.9% 4.8%
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Average Number of
Jobs by Industry —

Minneapolis

3Q-2012 3Q-2011 3Q-2010 3Q-2009__________ __________ _________ __________
Total, all industries1 . . . . . . . . . . . . . . . . . . . . . . 299,306 289,897 280,590 279,030

Construction . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,889 6,227 5,825 5,946

Manufacturing  . . . . . . . . . . . . . . . . . . . . . . . . . . 13,717 14,035 14,369 14,556

Utilities* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,856 3,039 2,951 2,988

Wholesale Trade . . . . . . . . . . . . . . . . . . . . . . . . . 8,598 8,631 8,137 8,609

Retail Trade  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,827 14,906 14,919 14,080

Transportation and Warehousing*  . . . . . . . . . . 6,677 6,850 7,194 7,318

Information  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,556 10,667 10,576 10,852

Finance and Insurance*  . . . . . . . . . . . . . . . . . . 27,132 27,835 26,869 26,426

Real Estate and Rental and Leasing  . . . . . . . . 9,304 6,396 5,834 5,883

Professional and Technical Services*  . . . . . . . . 32,761 31,910 29,962 29,097

Management of Companies 
& Enterprises  . . . . . . . . . . . . . . . . . . . . . . . . . . 19,393 18,304 16,525 16,430

Administrative and Waste Services*  . . . . . . . . 16,278 14,590 13,741 13,210

Educational Services  . . . . . . . . . . . . . . . . . . . . . 28,836 27,827 27,329 26,390

Health Care and Social Assistance  . . . . . . . . . . 50,358 47,623 46,772 46,643

Arts, Entertainment and Recreation*  . . . . . . . 5,304 5,719 5,805 5,707

Accommodation and Food Services  . . . . . . . . . . 24,188 23,315 22,350 22,806

Other Services*  . . . . . . . . . . . . . . . . . . . . . . . . . 9,672 9,549 9,132 9,380

Public Administration  . . . . . . . . . . . . . . . . . . . . 12,716 12,226 12,183 12,574

* Only private wages and jobs.
1 Natural resources and agriculture, fishing and forestry employment are not counted. Some industry numbers may not

be disclosed because of privacy issues.
Source: Minnesota Department of Employment and Economic Development
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Occupational Employment Statistics (OES) Wage Data
Wages Updated to Second Quarter, 2013

$/hr. $/hr.
Employment Emp SE* Mean Mean SE*__________________________ ________ __________

Minneapolis-Saint Paul MN-WI MSA . . . . . . . . . . . . 1,749,870 8,924 $24.64 $0.30
Minnesota . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,641,110 11,357 $22.85 $0.21
US  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 130,287,700 130,288 $22.43 $0.02

*SE = Standard error, a measure of the statistical reliability of the estimate.

$/hr.
Percentiles

10th 25th Median 75th 90th_______ ________ __________ _________ ________
Minneapolis-Saint Paul MN-WI MSA . . . $9.18 $12.48 $19.50 $30.90 $45.70
Minnesota  . . . . . . . . . . . . . . . . . . . . . . . . . . . $8.98 $11.72 $18.08 $28.31 $42.39
US  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8.87 $11.02 $17.03 $27.53 $42.53

OES OES Median
Industry Employment Wage $/hr.__________ _______________ ______________
Trade, Transportation and Utilities . . . . . . . . . . . . . . . 336,920 $16.51
Education and Health Services  . . . . . . . . . . . . . . . . . . 389,100 $19.47
Professional and Business Services  . . . . . . . . . . . . . . . 284,400 $23.63
Manufacturing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182,990 $21.88
Leisure and Hospitality  . . . . . . . . . . . . . . . . . . . . . . . . 163,040 $ 9.45
Financial Activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180,840 $24.32
Public Administration . . . . . . . . . . . . . . . . . . . . . . . . . . 95,730 $26.17
Construction  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,090 $27.91
Other Services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,320 $14.60
Natural Resources and Mining  . . . . . . . . . . . . . . . . . . 1,440 $18.56

Source: Minnesota Department of Employment and Economic Development

Largest Companies
Listed are the largest companies headquartered in the Minneapolis-St. Paul metropolitan area. The listing

combines the industrial and non-industrial companies. The industry grouping and rank within is also shown.

Companies in Fortune Directory of the Largest 500 Companies
for 2012 Headquartered in this MSA

Revenues Industry
Company ($Billion) Rank Industry Grouping Rank___________ ___________ ______ ______________________ __________

Health Care: Insurance and Managed 
UnitedHealth Group  . . . . . . . . . . . . . . . . . . 110.6 17 Care  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 of 10
Target  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73.3 36 General Merchandisers  . . . . . . . . . . . . . . . . . 2 of 10
Best Buy  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45.1 61 Specialty Retailers  . . . . . . . . . . . . . . . . . . . . . 4 of 22
CHS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40.6 69 Wholesalers: Food and Grocery  . . . . . . . . . . . 2 of 6
Super Valu  . . . . . . . . . . . . . . . . . . . . . . . . . . 36.1 89 Food and Drug Stores  . . . . . . . . . . . . . . . . . . . 5 of 8
3M  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.9 101 Miscellaneous  . . . . . . . . . . . . . . . . . . . . . . . . . 1 of 6
U.S. Bancorp  . . . . . . . . . . . . . . . . . . . . . . . . . 22.2 132 Commercial Banks  . . . . . . . . . . . . . . . . . . . . . 9 of 18
General Mills  . . . . . . . . . . . . . . . . . . . . . . . . 16.7 169 Food Consumer Products  . . . . . . . . . . . . . . . . 4 of 15
Medtronic  . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.5 172 Medical Products and Equipment  . . . . . . . . . 1 of 6
Land O’Lakes  . . . . . . . . . . . . . . . . . . . . . . . . 14.1 194 Food Consumer Products  . . . . . . . . . . . . . . . . 6 of 15
Ecolab  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.8 229 Chemicals  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 of 15
C. H. Robinson Worldwide  . . . . . . . . . . . . . . 11.4 237 Transportation and Logistics  . . . . . . . . . . . . . 1 of 3
Mosaic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.1 246 Chemicals  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 of 15
Ameriprise Financial  . . . . . . . . . . . . . . . . . . 10.3 263 Diversified Financials . . . . . . . . . . . . . . . . . . . 6 of 7
Xcel Energy . . . . . . . . . . . . . . . . . . . . . . . . . . 10.1 266 Utilities: Gas and Electric  . . . . . . . . . . . . . . . 14 of 23
Thrivent Financial for Lutherans  . . . . . . . . 8.0 325 Insurance: Life and Health (mutual) . . . . . . . 6 of 7
St. Jude Medical  . . . . . . . . . . . . . . . . . . . . . . 5.5 457 Medical Products and Equipment  . . . . . . . . . 6 of 6
Nash-Finch  . . . . . . . . . . . . . . . . . . . . . . . . . . 4.8 500 Wholesale: Food and Grocery  . . . . . . . . . . . . . 6 of 6

Source:  Fortune May 20, 2013
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Educational Institutions

The largest four year Colleges and Universities located within the metropolitan area, based on enrollment
are as follows:

A-67

Enrollment_____________
1 University of Minnesota — 

Twin Cities . . . . . . . . . . . . . . . . . . 52,557
2 Walden University* . . . . . . . . . . . . 48,982
3 Capella University*  . . . . . . . . . . . 36,375
4 University of St. Thomas  . . . . . . . 10,534
5 Metropolitan State University  . . . 8,170
6 Bethel University  . . . . . . . . . . . . . 5,438
7 St. Catherine University . . . . . . . . 5,227

Enrollment_____________
8 Hamline University . . . . . . . . . . . . 4,852
9 Augsburg College  . . . . . . . . . . . . . 3,908
10 University of Northwestern  . . . . . 3,069
11 Concordia University  . . . . . . . . . . 2,800
12 Macalester  . . . . . . . . . . . . . . . . . . . 2,005
13 North Central University  . . . . . . . 1,388
14 Crown College  . . . . . . . . . . . . . . . . 1,198
15 Brown College  . . . . . . . . . . . . . . . . 700

Source:  2013 Higher Education Directory

*These are on-line universities.

Major Development Projects Permitted in Minneapolis in 2011
($5.0 million+)

Estimated
Quarter Construction
Permitted Cost* Project Description___________ _______________ ______________________________________________________________________________________
1st $48,478,758 Cedar Riverside Apts renovation, including skyway, parking structure
2nd 20,636,013 Ford Building: remodel and tenant buildout
2nd 19,158,955 Minneapolis Public School Educational Service Center; new

administrative offices
2nd 18,450,256 MoZaic: new mixed-use building
2nd 18,315,357 Allina Health Care Lab: remodel of warehouse
1st 17,923,245 Metrodome roof replacement
4th 16,649,160 Precision Building: factory conversion to 116-unit apartments

with commercial space
3rd 16,270,989 Stadium Village Flats: 120 apartment-units over commercial space
4th 15,500,000 Oak Station Place: new 104-unit apartment building with 

commercial space
2nd 13,810,021 Jerome Boxleitner Place: new seven-story emergency shelter
2nd 13,488,500 American Swedish Institute: event and cultural center addition
4th 13,456,000 Buzza Historical Lofts: school conversion to 136-unit apartment

building
3rd 12,937,500 Holden Building: conversion to retail and 120 apartment units
3rd 10,817,435 American Academy of Neurology: new 5-story office building
2nd 8,768,753 Metro Transit: addition to LRT storage facility
1st 7,915,000 Ford Building: remodel and walkway addition
4th 7,760,000 515 Huron Apartments: new 75-unit apartment building with

commercial space
4th 6,925,000 Edge on Oak: new 60-unit apartment building with commercial space
3rd 6,671,093 Ford Building: office remodel
2nd 5,951,800 29th Avenue Apartments: new 64-unit apartment building
4th 5,603,301 Riverview Apartments: new 42-unit apartment building
4th 5,393,923 Piper Jaffray Tower: office remodel
3rd 5,310,227 Children’s Hospital and Clinics: foundation for addition

*The listed amount only reflects projected construction cost and does not include land acquisition or soft costs.

Source:  Minneapolis Trends Reports by Community Planning and Economic Development (CPED)
www.ci.minneapolis.mn.us/CPED/trends_reports_home.asp



Major Development Projects Permitted in Minneapolis in 2012
($5.0 million+)

Estimated
Quarter Construction
Permitted Cost* Project Description___________ _______________ ______________________________________________________________________________________
3rd $68,060,970 The Nic on 5th Apartments: New 257-unit, 26 story apartment

building with retail
1st 45,266,760 222 Hennepin: 283-unit apartment mixed-use building with retail
2nd 39,555,340 Orchestra Hall: Lobby atrium and room addition
3rd 27,784,100 Third North: 204-unit apartment building
4th 27,000,000 Valspar: Renovation of office and research facility
3rd 26,341,900 Bennett East Apartments: 203-unit apartment building
3rd 25,500,000 Dock Street Apartments: New 185-rental units with retail
2nd 23,675,455 Children’s Hospital/Abbott Northwestern: Mother and Baby program,

interior finishing
3rd 20,856,842 Mill & Main Apartments: New 180-apartment unit building
3rd 20,594,700 Track 29 City Apartments: New 198-apartment units in two buildings
3rd 18,850,000 Longfellow Station: New 180-unit rental building
2nd 15,119,000 Oak Grove Apartments: New 119-unit apartment building
4th 14,820,667 Executive Suites Hotel: Remodel
4th 13,866,780 Whole Foods: Interior build out in mixed use building
4th 13,400,000 The Waters on 50th: New 90-unit senior assisted living building
4th 12,886,658 Solhavn Apartments: New 137-unit apartment building
2nd 12,250,000 Loring Park Office Building: Conversion into 75-unit apartment

building
1st 11,870,870 701 N. 2nd St.: New 100-unit apartment building
2nd 11,225,689 Emanuel Housing: Remodel and addition for mixed use including 101

new residential units
3rd 10,959,300 Keewaydin Public School: New gym, auditorium and cafeteria*
2nd 9,500,402 R&D Systems: Warehouse remodel*
3rd 9,106,800 MCTC remodel*
2nd 8,068,000 Touchstone Supportive Housing: New 40-unit residential building
3rd 7,815,800 Lake Harriet Lower School: Addition and remodel*
1st 7,059,340 Fairview Hospital: Riverside East Building staged remodel
3rd 6,354,500 Target: Buildings remodel for additional meeting space*
1st 6,320,760 Starquest at Dain Rauscher Plaza: Office remodel
4th 6,002,624 Walker Art Center: Remodel
4th 5,712,098 Hyatt Regency Hotel: Remodel
1st 5,476,320 Abbott Northwestern Hospital Children’s Mother and Baby addition
4th 5,388,289 The Interchange: Multi-modal transit hub
3rd 5,233,600 Minneapolis Convention Center: Roof replacement

*The listed amount only reflects projected construction cost and does not include land acquisition or soft costs.

Source:  Minneapolis Trends Reports by CPED
www.ci.minneapolis.mn.us/CPED/trends_reports_home.asp
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Major Development Projects Permitted in Minneapolis in 2013
through the 3rd Quarter

($5.0 million+)

Estimated
Quarter Construction
Permitted Cost* Project Description___________ _______________ ______________________________________________________________________________________
2nd $94,497,937 165 unit condominium
2nd 71,172,090 219 unit apartment
1st 68,060,970 257 unit apartment/mixed use
3rd 56,494,761 317 unit apartment
2nd 49,168,873 153 unit apartment
3rd 42,064,147 182 unit apartment
2nd 36,245,672 Remodel factory
3rd 34,424,887 210 unit apartment
3rd 31,447,385 Counseling center
2nd 30,476,916 Parking structure
3rd 28,495,047 194 unit apartment complex
1st 27,000,000 Remodel research/development facility
3rd 17,772,039 60 unit senior apartment
1st 14,820,667 Remodel hotel
1st 13,400,000 90 unit assisted living
1st 12,886,658 137 unit apartment
3rd 11,892,900 106 unit apartment
3rd 11,443,571 98 unit apartment
2nd 10,337,944 78 unit apartment
2nd 7,532,297 Blake School
2nd 7,103,339 Remodel commercial to apartment
1st 6,933,389 Remodel grocery store
3rd 6,800,000 Office building
1st 6,002,624 Exterior repairs to museum
1st 5,712,098 Remodel hotel
1st 5,388,289 Office building
2nd 5,255,740 Hennepin County Medical Center

*The listed amount only reflects projected construction cost and does not include land acquisition or soft costs.

Source:  Minneapolis Trends Reports by CPED
www.ci.minneapolis.mn.us/CPED/trends_reports_home.asp
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PROPOSED FORM OF BOND COUNSEL OPINION
$61,905,000

Taxable General Obligation Bonds (Downtown East Project), Series 2014
City of Minneapolis, Minnesota

We have acted as bond counsel in connection with the issuance by the City of Minneapolis, Minnesota (the
“City”), of its Taxable General Obligation Bonds (Downtown East Project), Series 2014 (the “Bonds”) in the
aggregate principal amount of $61,905,000 and dated as of the date of delivery.

The Bonds mature on March 1 in the years 2017 through 2029, 2034 and 2044, and bear interest at fixed
rates payable on each March 1 and September 1, commencing September 1, 2014. The Bonds are subject to
optional redemption by the City, in whole or in part on March 1, 2024, and any date thereafter for which proper
notice can be given at the redemption price of par plus accrued interest to the date of redemption.

The Bonds are issued under a resolution of the City Council of the City adopted on December 13, 2013 (the
“Resolution”), for the purposes set forth in the Resolution.

We have examined such certified proceedings, documents, and certificates of public officials as we deem
necessary to render this opinion, including the form of the Bonds.As to questions of fact material to our opinion
we have relied upon such certified proceedings, documents, and certifications furnished to us without
undertaking to verify such facts by independent investigation.

Based on our examination, we are of the opinion, as of the date hereof, as follows:

1. The Bonds are valid and binding taxable general obligations of the City issued pursuant to Minnesota
Statutes, Sections 469.048-469.068, as amended, and Section 469.078, Minnesota Statutes, Chapter 475, Laws
of Minnesota 2003, Chapter 127, Article 12, Section 32 and Section 33, and the Minneapolis City Charter.

2. The Bonds are general obligations of the City for which the full faith and credit have been irrevocably
pledged. The Bonds are payable primarily from the following revenues (collectively, the “Revenues”): (i) proceeds
derived from the sale of the Bonds that are deposited in the Debt Service Account in accordance with the terms
of the Resolution; (ii) annual scheduled payments (the “Ryan Operating Payments”) to be made by Ryan
Companies US, Inc. (“Ryan”), to the City until the later of ten (10) years of operations and the end of the year
following the second calendar year during which net operating income from the 455-space parking ramp located
on the block bounded by 4th Street South, 5th Street South, Park Avenue South, and Chicago Avenue South (the
“Block 6 Ramp”) and the approximately 1,610-space parking ramp located on the block bounded by 3rd Street
South on the north, Chicago Avenue South on the east, 4th Street South on the south, and Park Avenue South
on the west (the “Block 1 Ramp”) exceeds $4,000,000; (iii) after the termination of the Ryan Operating Payments,
a portion of the net operating income generated from the Block 1 Ramp and the Block 6 Ramp; (iv) other
available revenues of the City that are authorized and available to pay debt service on the Bonds; and
(v) earnings derived from the investment of the foregoing. The foregoing pledge of the Revenues to the Bonds
is qualified by any pledge to any other obligations of the City which may be made on a senior, subordinate, or
parity basis and the deposit of such Revenues to the Debt Service Account for the Bonds shall be made only to
the extent such Revenues are available for such purposes. The City has levied ad valorem taxes in the years
and amounts sufficient to pay principal and interest on the Bonds when due, which levies may be reduced or
cancelled from collections of the foregoing revenues.The City is required, however, to levy additional ad valorem
taxes on all taxable property within the City without limitation as to rate or amount, if necessary, to pay the
principal of and interest on the Bonds when due.

3. Based on present federal and Minnesota laws, regulations, rulings, and decisions, interest on the Bonds
is includable in gross income for purposes of federal income taxation and in taxable net income of individuals,
estates, and trusts for purposes of Minnesota State income taxation.

It is to be understood that the rights of the registered owners of the Bonds and the enforceability thereof
may be subject to bankruptcy, insolvency, reorganization,moratorium, and other similar laws affecting creditors’
rights heretofore or hereafter enacted and that their enforcement may be subject to the exercise of judicial
discretion in accordance with general principles of law.

We have not been asked and have not undertaken to review the accuracy, completeness, or sufficiency of
the Official Statement or other offering material relating to the Bonds, and accordingly we express no opinion
with respect thereto.

This opinion is given as of the date hereof and we assume no obligation to update, revise, or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in
law that may hereafter occur.

Dated at Minneapolis, Minnesota, March ___, 2014.
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$61,905,000
City of Minneapolis, Minnesota

Taxable General Obligation Bonds
(Downtown East Project)

Series 2014

CONTINUING DISCLOSURE CERTIFICATE

March 4, 2014

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by the City
of Minneapolis, Minnesota (the “City”), in connection with the issuance of its Taxable General Obligation Bonds
(Downtown East Project), Series 2014 (the “Bonds”), in the original aggregate principal amount of $61,905,000.
The Bonds are being issued pursuant to resolutions adopted by the City Council of the City (the “Resolutions”).
The Bonds are being delivered to Wells Fargo Securities on behalf of itself and its syndicate members
(collectively, the “Purchaser”) on March 4, 2014.

Pursuant to the Resolutions, the City has covenanted and agreed to provide continuing disclosure of certain
financial information and operating data and timely notices of the occurrence of certain events. In addition, the
City hereby covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the City for the benefit of the Holders (defined herein) of the Bonds in order to assist the
Participating Underwriters (defined herein) in complying with the Rule (defined herein). This Disclosure
Certificate, together with the Resolutions, constitutes the written agreement or contract for the benefit of the
Holders of the Bonds that is required by the Rule.

Section 2. Definitions. In addition to the defined terms set forth in the Resolutions, which apply to any
capitalized term used in this Disclosure Certificate unless otherwise defined in this Disclosure Certificate, the
following capitalized terms shall have the following meanings:

“Annual Report” means any annual report provided by the City pursuant to, and as described in, Sections
3 and 4 of this Disclosure Certificate.

“Audited Financial Statements”means the City’s annual financial statements, prepared in accordance with
generally accepted accounting principles for Governmental Units as prescribed by the Governmental
Accounting Standards Board.

“Bondholder” or “Holder” means the person in whose name a security is registered or a beneficial owner of
such a security.

“City” means the City of Minneapolis, Minnesota, which is the obligated person with respect to the Bonds.

“Disclosure Covenants” means the continuing disclosure obligations of the City under this Disclosure
Certificate.

“Disclosure Information” means the financial information and operating data referred to in Section 3(a) of
this Disclosure Certificate.

“EMMA” means the Electronic Municipal Market Access system operated by the MSRB as the primary
portal for complying with the continuing disclosure requirements of the Rule.

“Fiscal Year” means the fiscal year of the City.

“Final Official Statement” means the Official Statement, dated February 14, 2014, which constitutes the
final official statement delivered in connection with the Bonds, which is available from the MSRB.

“Material Event” means any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board located at 1900 Duke Street, Suite 600,
Alexandria, VA 22314.
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“Participating Underwriter”means any of the original underwriters of the Bonds (including the Purchaser)
required to comply with the Rule in connection with the offering of the Bonds.

“Repository” means EMMA.

“Rule”means SEC Regulation, 17 C.F.R. Section 240.15c2-12, promulgated by the SEC under the Securities
Exchange Act of 1934, as the same may be amended from time to time, and including written interpretations
thereof by the SEC.

“SEC” means Securities and Exchange Commission.

Section 3. Provision of Annual Financial Information and Audited Financial Statements.

(a) On or before 270 days after the end of each Fiscal Year of the City, commencing with the Fiscal Year
ending December 31, 2013, the City shall provide to the Repository the following financial information
and operating data (the “Disclosure Information”):

(i) The Audited Financial Statement of the City for such Fiscal Year, which financial statements shall
contain balance sheets as of the end of such Fiscal Year and a statement of operations, changes in
fund balances and cash flows for the Fiscal Year then ended, showing in comparative form such
figures for the preceding Fiscal Year of the City, prepared in accordance with generally accepted
accounting principles promulgated by the Financial Accounting Standards Board as modified in
accordance with the governmental accounting standards promulgated by the Governmental
Accounting Standards Board or as otherwise provided under Minnesota law, as in effect from time
to time, or, if to the extent such financial statements have not been prepared in accordance with
such generally accepted accounting principles for reasons beyond the reasonable control of the
City, noting the discrepancies therefrom and the effect thereof and certified as to accuracy and
completeness in all material respects by the Finance Officer of the City; and

(ii) The City’s annual budget; and

(iii) To the extent not included in the financial statements referred to in clause (i) above, information
of the type set forth below, which information may be unaudited, but is to be certified as to accuracy
and completeness in all material respects by the Finance Officer to the best of the Finance Officer’s
knowledge, which certification may be based on the reliability of information obtained from
governmental or other third party sources.

The Annual Report and Disclosure Information may be submitted as a single document or as separate
documents comprising a package, and may cross-reference other information as provided in Section 4
of this Disclosure Certificate; provided that the Audited Financial Statements of the City may be
submitted separately from the balance of the Annual Report and will be submitted as soon as available.

Any or all of the Disclosure Information may be incorporated, if it is updated as required by the
Disclosure Covenants, by reference from other documents, including official statements of debt issues
of the City or related public entities, which have been submitted to the Repository or the SEC. If the
document incorporated by reference is a final official statement, it must also be available from the
MSRB. The City shall clearly identify each such other document so incorporated by reference.

(b) If any part of the Disclosure Information can no longer be generated because the operations of the
City have materially changed or been discontinued, such Disclosure Information need no longer be
provided if the City includes in the Disclosure Information a statement to such effect; provided,
however, if such operations have been replaced by other City operations in respect of which data are
not included in the Disclosure Information and the City determines that certain specified data
regarding such replacement operations would be material, then, from and after such determination,
the Disclosure Information shall include such additional specified data regarding the replacement
operations. If the Disclosure Information is changed or the Disclosure Covenants are amended as
permitted by this Disclosure Certificate, then the City is to include in the next Disclosure Information
to be delivered under the Disclosure Covenants, to the extent necessary, an explanation of the reasons
for the amendment and the effect of any change in the type of financial information or operating data
provided.
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(c) If the City is unable or fails to provide to the Repository an Annual Report and Disclosure Information
by the date required in subsection (a), the City shall send a notice of that fact to the Repository.

(d) The City shall determine each year prior to the date for providing the Annual Report and Disclosure
Information the name and address of the Repository.

Section 4. Content of Annual Reports. The City’s Annual Report shall contain or incorporate by reference
updates to the following sections of the Final Official Statement:

1. City Property Values and Taxes

2. Indebtedness of the City

3. Financial Information

In addition to the items listed above, the Annual Report shall include Audited Financial Statements
submitted in accordance with Section 3 of this Disclosure Certificate.

Any or all of the items listed above may be incorporated, if it is updated as required by the Disclosure
Covenants, by reference from other documents, including official statements of debt issues of the City or related
public entities, which have been submitted to the Repository or the SEC. If the document incorporated by
reference is a final official statement, it must also be available from the MSRB. The City shall clearly identify
each such other document so incorporated by reference.

Section 5. Reporting of Material Events.

(a) This Section 5 shall govern the giving of notice of the occurrence of any of the following events
(“Material Events”) with respect to the Bonds:

1. Principal and interest payment delinquencies;

2. Non-payment related defaults, if material;

3. Unscheduled draws on debt service reserves reflecting financial difficulties;

4. Unscheduled draws on credit enhancements reflecting financial difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations
of taxability, Notices of Proposed Issue (IRS Form 5701–TEB) or other material notices or
determinations with respect to the tax status of the Bonds, or other material events affecting the tax
status of the Bonds;

7. Modifications to rights of Bondholders, if material;

8. Bond calls, if material, and tender offers;

9. Defeasances;

10. Release, substitution, or sale of property securing repayment of the Bonds, if material;

11. Rating changes;

12. Bankruptcy, insolvency, receivership or similar event of the obligated person;

13. The consummation of a merger, consolidation, or acquisition involving an obligated person or the sale
of all or substantially all of the assets of the obligated person, other than in the ordinary course of
business, the entry into a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its terms, if material; and

14. Appointment of a successor or additional trustee or the change of name of a trustee, if material.

(b) The City shall file a notice of such occurrence with the Repository or with the MSRB within ten
(10) business days of the occurrence of the Material Event.

(c) Unless otherwise required by law and subject to technical and economic feasibility, the City shall
employ such methods of information transmission as shall be requested or recommended by the
designated recipients of the City’s information.
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Section 6. EMMA. The SEC has designated the Electronic Municipal Market Access (“EMMA”) system
operated by the MSRB as a nationally recognized municipal securities information repository and the exclusive
portal for complying with the continuing disclosure requirements of the Rule. Until the EMMA system is
amended or altered by the MSRB and the SEC, the City shall make all filings required under this Disclosure
Certificate solely with EMMA.

Section 7. Termination of Reporting Obligation. The City’s obligations under the Resolutions and this
Disclosure Certificate shall terminate upon the legal defeasance, or upon the redemption or payment in full, of
all the Bonds. The City shall file a notice with EMMA in the event of the termination of the obligations of the
City under the Disclosure Covenants pursuant to this Disclosure Certificate.

Section 8. Agent. The City may, from time to time, appoint or engage a dissemination agent to assist it in
carrying out its obligations under the Resolutions and this Disclosure Certificate, and may discharge any such
agent, with or without appointing a successor dissemination agent.

Section 9. Amendments; Interpretation. The Disclosure Covenants (and the form and requirements of
the Disclosure Information) may be amended or supplemented by the City from time to time, without notice to
or the consent of the Holders of the Bonds, by a resolution of the governing body of the City accompanied by an
opinion of nationally recognized bond counsel, who may rely on certificates of the City and others and the
opinion may be subject to customary qualifications, to the effect that: (i) such amendment or supplement (a) is
made in connection with a change in circumstances that arises from a change in law or regulation or a change
in the identity, nature, or status of the City or the type of operations conducted by the City, or (b) is required
by, or better complies with, the provisions of the Rule; (ii) the Disclosure Covenants as so amended or
supplemented would have complied with the requirements of the Rule at the time of the primary offering of the
Bonds, giving effect to any change in circumstances applicable under clause (i)(a) and assuming that the Rule
as in effect and interpreted at the time of the amendment or supplement was in effect at the time of the primary
offering; and (iii) such amendment or supplement does not materially impair the interests of the Holders under
the Rule. If the Disclosure Information is so amended, the City agrees to provide, contemporaneously with the
effectiveness of such amendment, an explanation of the reasons for the amendment and the effect, if any, of the
change in the type of financial information or operating data being provided hereunder. The Disclosure
Covenants are to be construed so as to satisfy the requirements of paragraph (b)(5) of the Rule.

Section 10.Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent the
City from disseminating any other information, using the means of dissemination set forth in this Disclosure
Certificate or any other means of communication, or including any other information in any Annual Report or
notice of occurrence of a Material Event, in addition to that which is required by this Disclosure Certificate. If
the City chooses to include any information in any Annual Report or notice of occurrence of a Material Event
in addition to that which is specifically required by this Disclosure Certificate, the City shall have no obligation
under this Disclosure Certificate to update such information or include it in any future Annual Report or notice
of occurrence of a Material Event.

Section 11. Default. In the event of a failure of the City to comply with any Disclosure Covenants of this
Disclosure Certificate, any person aggrieved thereby including the Holders of the Bonds may take whatever
action at law or in equity as may appear necessary or appropriate to enforce performance and observance of any
such Disclosure Covenant, including seeking mandamus or specific performance by court order. Direct, indirect,
consequential and punitive damages shall not be recoverable, however, for any default under this Disclosure
Certificate. A default under this Disclosure Certificate shall not be deemed an event of default with respect to
the Bonds or under any other provisions of the Resolutions.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City, the
Participating Underwriters, and the Holders from time to time of the Bonds, and, except as expressly set forth
herein, shall create no rights in any other person or entity.
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IN WITNESS WHEREOF, the undersigned officer has executed this Disclosure Certificate of the City, as
of the date and year first written above.

CITY OF MINNEAPOLIS, MINNESOTA

By:
Finance Officer
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APPENDIX D

SELECTED PORTIONS OF THE COMPREHENSIVE
ANNUAL FINANCIAL REPORT OF THE CITY

FOR THE YEAR 2012

*Copies of the City’s complete audited financial statements for the year 2012 are available upon request
from the office of the Finance Officer, 301M City Hall, Minneapolis, Minnesota. The report can be
requested by phone 612-673-2079 or email “finance@minneapolis.mn.gov”. The report will also be
available for viewing on the following web site:

http://www.minneapolismn.gov/finance/reports/CAFR/



 

 

 

 

 

Excerpts of the 2012 Certified Annual Financial Report of the City of Minneapolis 

The City is independently audited each year by the Minnesota Office of the State Auditor.  Data 
on the following pages was extracted from the City’s Certified Annual Financial Report (CAFR) 
for the fiscal year ended December 31, 2012.  Financial statements for the governmental funds 
were prepared using the modified accrual basis of accounting.  The proprietary funds are 
prepared using the accrual basis.  The reader should be aware the City’s CAFR contains 
additional information not presented here, including the Auditor’s report. 

 

The City’s 2012 CAFR is available online at 
http://www.minneapolismn.gov/finance/reports/CAFR/ 
The Auditor’s Report is on page 1. 

 

The City has received the Certificate of Achievement of Excellence in Financial Reporting, 
which is awarded by the Government Finance Officers Association of the United States and 
Canada (GFOA), for each of the last 41 years. 

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily 
readable and efficiently organized annual financial report, whose contents conform to program 
standards.  The CAFR must satisfy both generally accepted accounting principles and applicable 
legal requirements. 
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June 24, 2013 
 
The Honorable Mayor and Members of the City Council and Citizens of the City of 
Minneapolis: 
 
TRANSMITTAL 
 
We are pleased to present the Comprehensive Annual Financial Report (CAFR) for 
the City of Minneapolis (the City) for the year ended December 31, 2012. The 
purpose of the report is to present the financial position of the City and the results 
of its operations for the year then ended.  The financial statements and supporting 
schedules have been prepared in accordance with accounting principles generally 
accepted in the United States of America as prescribed by the Governmental 
Accounting Standards Board (GASB), the Government Finance Officers 
Association of the United States and Canada (GFOA) and other rule-making 
bodies, and audited in accordance with generally accepted auditing standards by 
the Office of the State Auditor (OSA).  
 
The City’s management is responsible for the accuracy of the financial statements 
and the completeness and fairness of their presentation in the CAFR.  To the best 
of our knowledge, the CAFR is accurate in all material respects and fairly sets forth 
the financial position and results of City operations as measured by the financial 
activity of its various funds.  We believe the report contains all disclosures 
necessary for the reader to understand the City’s financial affairs.   
 
This transmittal letter is designed to complement the Management’s Discussion 
and Analysis (MD&A) and should be read in conjunction with it. The MD&A 
provides a narrative introduction, overview, and analysis to accompany the basic 
financial statements and can be found immediately following the independent 
auditor’s report. 
 
INDEPENDENT AUDIT 
 
Minnesota law requires that the Office of the State Auditor perform the City’s 
annual audit.  The OSA’s report on the City’s financial statements is based on its 
audit in accordance with generally accepted auditing standards.  The State Auditor 
issued an unmodified or “clean” opinion on the City’s financial statements for the 
year ended December 31, 2012.  The State Auditor’s opinion is included as page 
one through four in the financial section of this report. 
 
The independent audit of the financial statements of the City is part of a broader, 
federally mandated audit designed to meet the requirements of the federal Single 
Audit Act and the related U.S. Office of Management and Budget’s Circular A-
133.   The State Auditor is required to report not only on the fair presentation of the 
financial statements, but also on the City’s internal controls over financial 
reporting, compliance and compliance with legal requirements, with special 
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emphasis on internal controls and compliance requirements involving the administration of Federal 
awards.  These reports are included in the Office of the State Auditor’s separate Management and 
Compliance Report. 
 
STEWARDSHIP 
 
The City prepares financial reports to promote accountability.  The City’s elected officials are 
accountable to the citizens and City management is accountable to the elected officials.  This report 
provides citizens and other interested parties one mechanism to assess whether the elected and appointed 
officials in the City have faithfully carried out their role of being good stewards of the City’s resources.  
 
INTERNAL CONTROLS 
 
The City’s management is responsible for establishing a comprehensive framework of internal controls.  
Because the cost of internal control should not exceed anticipated benefits, and because the costs and 
benefits of internal controls are subject to estimates and judgments by management, the objective is to 
provide reasonable, rather than absolute, assurance that the financial statements are free of any material 
misstatements.   
 
We believe that the City’s internal controls reasonably safeguard assets, assure that financial transactions 
are properly recorded and reported, and ensure compliance with applicable federal and state laws and 
regulations. 
 
To ensure independence, the Office of the State Auditor has full and free access to meet with the City 
Council to discuss the results of their assessment of the adequacy of internal accounting controls and the 
quality of the City’s financial reporting. 
 
THE REPORTING ENTITY 
 
The City organizes its financial activities in a variety of funds.  In accordance with GASB Statement No. 
14, the City’s financial statements include all funds of the City (“primary government”) as well as its 
component units.  The primary government represents all funds under the ultimate control of the Mayor 
and City Council.  Component units are separate legal entities.  While legally separate, component units 
are in substance a part of City government.  The City’s financial statements would be misleading without 
incorporating component unit information. Some component units are reported in a separate column of 
the City’s financial statement set apart from the rest of the primary government.  These component units 
are discretely presented in the financial statements because, while the City is financially accountable for 
them, they do not meet the criteria for a blended component unit.  The Minneapolis Park and Recreation 
Board, the Municipal Building Commission (MBC), and Meet Minneapolis are discretely presented 
components in the City’s financial statements.  
 
THE CITY AND ITS SERVICES 
 
City Profile 
 
The City of Minneapolis is located in Hennepin County.  It is the largest city in Minnesota and serves as 
the center of finance, industry, trade, and transportation for the Upper Midwest region of the United 
States.   
 
Minneapolis encompasses 59 square miles, including five square miles of inland water.  The City rests 
along the banks of the nation’s largest river, the Mississippi.  Minneapolis is known as “The City of 
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Lakes” featuring 22 lakes and 170 city parks.  The Minneapolis Park System is one of the City’s most 
prized assets and considered one of the premier park systems in the United States.  Minneapolis Parks’ 
properties total nearly 6,732 acres of land and water and include full-service neighborhood recreation 
centers. 
 
There are 81 residential neighborhoods within the City offering a broad range of housing to more than 
177,000 households.  The City is well known for its concerned and active citizenry which has engaged in 
partnerships with government and business to improve neighborhoods and create economic opportunities.  
Minneapolis is second only to New York City in per capita attendance at theater and arts events.  
Minneapolis has more than thirty theaters; the Guthrie Theater and the Children’s Theatre Company are 
recognized as two of the country’s best.  The City boasts two world-class art museums and is home to the 
internationally acclaimed Minnesota Orchestra.   
 
Minneapolis is home to an estimated 390,000 people.  The population within the City grew by just over 
5,000 people from 2010 to 2011, after a decade of static population growth.  Males and females each 
make up approximately 50% of the population. Children and youth under 18 make up 20% of the 
population.  Seniors aged 65 and above, are 8% of the population.  African Americans comprise 19% of 
the population, with Hispanics making up 11% of the population.  People of American Indian and Alaska 
Native descent comprise 2% of the population and people of Asian ethnicity make up 6% of the 
population.  People of another race, or those of two or more races, make up approximately 4% of the 
population. 
 
Minneapolis, as the major city within the larger metropolitan area, enjoys a strong and highly diverse 
business foundation of companies involved in manufacturing supercomputers, electronics, medical 
instruments, milling, machine manufacturing, food processing and graphic arts.  In addition, with seven 
hospitals and the University of Minnesota, Minneapolis is a nationally known medical center that 
produces many high technology medical products. 
 
Most of the preceding, and additional information, is available from Minneapolis Fast Facts, a 
publication of the City’s Community Planning and Economic Development Department.  Minneapolis 
Fast Facts can be accessed from the City’s web site at www.minneapolismn.gov. 
 
Form of Government and Organization 
 
The City is a municipal corporation governed by a Mayor–Council form of government.  The Mayor and 
13 City Council Members from individual wards are elected for terms of four years, without limit on the 
number of terms that may be served.  Elections in the City of Minneapolis are held in odd-numbered 
years. 
 
City Council 
 
As provided in the City Charter, the City Council governs Minneapolis through its legislative, 
administrative, and financial power over City functions.  The Council levies taxes, enacts ordinances and 
resolutions, licenses businesses, and exercises budgetary and policy control over City departments.  
 
Council members represent the interests of their constituents. They respond to inquiries, suggestions and 
complaints regarding City programs and services and meet regularly with constituents to discuss 
developments affecting the ward they represent, and the City as a whole. 
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Mayor 
 
The Mayor is responsible for a variety of leadership duties, including: appointing representatives to a 
variety of agencies and commissions, nominating department head candidates for Executive Committee 
and Council approval, proposing the annual operating and capital budgets, and reviewing, approving, or 
vetoing all Council actions.  However, the Mayor does not vote on Council actions. 
 
Departments 
 
The City organizes itself by departments, which are managed by department heads (see the City of 
Minneapolis organization chart at the end of this transmittal letter).  These City departments provide a 
broad range of services including: police; fire; health and family support services; public works; 
assessment of property; attorney services; civil rights; planning; regulatory services; and management 
support services. 
 
FINANCIAL POLICES 
 
The City has a policy to maintain an unassigned fund balance in the General Fund that is 15% of the 
following year’s General Fund revenue budget.  This balance is to be used for cash flow purposes, 
unanticipated expenditures of a non-recurring nature, or to meet unexpected increases in service delivery 
costs. The unassigned fund balance of the General Fund at December, 31, 2012, was $ 85.3 million, 
which is $30 million more than policy requires.  Additional information regarding the 2012 fund balance 
in the General Fund is available in the MD&A. 
 
ECONOMIC CONDITION AND OUTLOOK 
 
A detailed discussion and analysis of the City’s overall financial condition during the fiscal year ended 
2012 is included as part of the MD&A. 
 
LONG-TERM FINANCIAL PLANNING 
 
The City takes a pro-active, long-term perspective in planning for the future.  The City’s approach and 
policies regarding long-term financial planning are discussed in detail in the MD&A section of this report. 
 
DEBT MANAGEMENT 
 
The primary goal of the City’s debt management practices is to maintain its ability to access capital 
markets at the lowest possible cost (interest rate) without endangering its ability to finance essential 
services.  The City’s conservative financial practices have earned its general obligation debt some of the 
highest ratings available from national bond rating services as follows: 
 

• Fitch - AAA  
• Standard & Poor's - AAA  
• Moody's Investors Service - Aaa 

 
CERTIFICATE OF ACHIEVEMENT 
 
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 for its CAFR for the fiscal 
year ended December 31, 2011. A Certificate of Achievement is valid for a period of one year only. The 
City has received this prestigious award for 43 years.  
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CITY OF MINNEAPOLIS 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
REQUIRED SUPPLEMENTARY INFORMATION 

(UNAUDITED) 
 
This section of the City of Minneapolis’ comprehensive annual financial report presents a discussion and analysis of the 
City’s financial performance during the fiscal year ended December 31, 2012. Please read it in conjunction with the 
transmittal letter at the front of this report and the City’s basic financial statements following this section. All dollar amounts 
are expressed in thousands unless otherwise indicated.  
 
FINANCIAL HIGHLIGHTS 
 
• At the close of the 2012 fiscal year, assets of the City of Minneapolis exceeded liabilities by $1,947,303 (net position). 

Of this amount, $1,492,947 is the City’s net investment in capital assets and $226,723 is restricted for specific purposes 
(restricted net position) leaving $227,633 in unrestricted net position. 

 
• The City’s total net position increased by $190,108 in 2012. Governmental activities increased the City’s net position 

by $153,583 and the business-type activities increased the net position by $36,525. 
 
• As of December 31, 2012, total fund balance in the general fund was $86,304 of which $85,357 was unassigned. 
 
• The City’s total long-term bond and note liability decreased by $123,267 from the prior year. Total bonds and notes 

issued in 2012 was $141,378 including $103,840 of refunding transactions.  Total debt retirement was $264,645, 
including refunding transactions. Major new debt issuances included bonds of $31,400 for various infrastructure 
improvements in the five-year capital plan and $5,535 for special assessment projects.  

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The City’s basic 
financial statements include three components: 1) Government-wide financial statements; 2) Fund financial statements; and 
3) Notes to the basic financial statements. This report also contains other supplementary information in addition to the basic 
financial statements. 
 
Government-wide Financial Statements—Government-wide financial statements are designed to provide readers with a 
broad overview of City finances, in a manner similar to a private-sector business. 
 
The statement of net position presents information on all City assets and liabilities, with the difference between the two 
reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of whether the 
financial position of the City is improving or deteriorating.  
 
The statement of activities presents information showing how net position changed during the most recent fiscal year. All 
changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing 
of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash flows 
in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).  
 
Both of these government-wide financial statements distinguish functions of the City that are principally supported by taxes 
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or in part a 
portion of these costs through user fees and charges (business-type activities). The governmental activities of the City 
include general government, public safety, public works, culture and recreation, health and welfare, and community 
planning and economic development. The business-type activities of the City include sanitary sewer, stormwater, solid 
waste and recycling, water treatment and distribution services, community planning and economic development, and 
municipal parking. 
 
The government-wide financial statements include not only the City of Minneapolis (known as the primary government), but 
also legally separate entities for which the City is accountable. For the City of Minneapolis, component units are included in 
the basic financial statements of the City, and consist of legally separate entities for which the City is financially accountable 
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and have substantially the same board as the City (discretely presented component units)  or provide services almost entirely 
to the primary government (blended component units). An example of a blended component unit is the Board of Estimate 
and Taxation (BET). Examples of discretely presented component units include the Minneapolis Park and Recreation Board 
(Park Board), the Municipal Building Commission (MBC), and Meet Minneapolis. 
 
The government-wide financial statements can be found on pages 28-29 of this report. 
 
Fund Financial Statements—A fund is a grouping of related accounts that are used to maintain control over resources that 
have been segregated for specific activities or objectives. The City, like other state and local governments, uses fund 
accounting to ensure and demonstrate finance-related legal compliance. All of the funds in the City can be divided into three 
categories - governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental Funds—These 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 in 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 financial 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 Minneapolis maintains 17 individual 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 
balance for the General Fund, the Community Planning and Economic Development Special Revenue Fund, the Convention 
Center Special Revenue Fund, the Permanent Improvement Capital Projects Fund, the General Debt Service Fund, and the 
Special Assessment Debt Service Fund, all of which are considered to be major funds. Data from the other 11 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 elsewhere in this report.  
 
The governmental funds’ financial statements can be found on pages 30-33 of this report. 
 
Proprietary Funds—The City of Minneapolis maintains two different types of proprietary funds. Enterprise funds are used 
to report the same functions presented as business-type activities in the government-wide financial statements. The City of 
Minneapolis uses the enterprise funds to account for its Sanitary Sewer, Stormwater, Water Treatment and Distribution 
Services, Municipal Parking, Solid Waste and Recycling, and Community Planning and Economic Development (CPED) 
activities. The City uses internal service funds to account for its property management services, fleet services, business 
information services, central stores, engineering lab, outside purchase of asphalt and cement services, city attorney, workers’ 
compensation, unemployment benefits and other payroll related services. Because these services predominately benefit 
governmental rather than business-type functions, they have been included within governmental activities in the 
government-wide financial statements. Internal Service Funds are an accounting device used to accumulate and allocate 
costs internally among the City’s various functions.  
 
The proprietary funds’ financial statements can be found on pages 34-37 of this report. 
 
Fiduciary Funds—Fiduciary funds are used to account for resources held for the benefit of parties outside of the 
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources of those 
funds are not available to support the programs of the City.  
 
The fiduciary fund financial statements can be found on page 38 of this report. 
 
Notes to the Financial Statements—The notes to the financial statements provide additional information that is essential to 
a full understanding of the information provided in the government-wide financial statements.  
 
The notes to the financial statements can be found on pages 41-88 of this report. 
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Required Supplementary Information—In addition to the basic financial statements and accompanying notes, this report 
also presents certain required supplementary information.  
 
The required supplementary information can be found on pages 89-92 of this report. 
 
The combining statements referred to earlier, in connection with non-major governmental funds and internal service funds, 
are presented immediately following the required supplementary information.  
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Statement of Net Position 
The City’s assets exceeded liabilities by $1,947,303 at the close of the fiscal year ending December 31, 2012 compared to 
$1,757,195 at the end of the previous year. 
 

2011 2011 2011
2012 Restated 2012 Restated 2012 Restated

Current and other assets 697,552$    673,903$       248,531$       245,402$     946,083$     919,305$      
Capital assets 1,137,779   1,098,198      966,531         960,214       2,104,310    2,058,412     

Total assets 1,835,331$ 1,772,101$    1,215,062$    1,205,616$  3,050,393$  2,977,717$   

Current and other liabilit ies 136,048$    140,038$       61,020$         56,867$       197,068$     196,905$      
Long-term liabilit ies 568,169      654,532         337,853         369,085       906,022       1,023,617     

Total liabilit ies 704,217      794,570         398,873         425,952       1,103,090    1,220,522     

Net position:
Net investment in capital assets 798,704      691,123         694,243         666,986       1,492,947    1,358,109     
Restricted net position 193,107      192,829         33,616           34,967         226,723       227,796        
Unrestricted net postion 139,303      93,579           88,330           77,711         227,633       171,290        

Total net position 1,131,114   977,531         816,189         779,664       1,947,303    1,757,195     

Total liabilit ies and net position 1,835,331$ 1,772,101$    1,215,062$    1,205,616$  3,050,393$  2,977,717$   

Statement of Net Position
December 31, 2012

Governmental Activities Business-type Activities Total

 
The largest portion of the City’s net position reflects its $1,492,947 investment in capital assets (e.g. land, buildings, 
machinery, and equipment) less any related debt that is still outstanding used to acquire those assets. The City uses these 
capital assets to provide services to citizens; consequently, these assets are not available for future spending. Although the 
City’s investments in capital assets are 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.  
 
Restricted net position decreased to $226,723 in 2012.  Net position is reported as restricted when constraints placed on the 
use of resources are either externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws 
or regulations of other governments or are imposed by law through constitutional provisions or enabling legislation (City 
ordinances). 
 
Unrestricted net position of $227,633 represents another portion of the City’s net position. For the third straight year, the 
City continues to report a positive unrestricted net position balance.  
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Statement of Activities 
The following table presents the changes in net position for governmental and business-type activities: 
 

2011 2011 2011
2012 Restated 2012 Restated 2012 Restated

Revenues
Program revenues:

Charges for services  $      138,658  $       117,456  $     261,899  $       251,296  $         400,557  $         368,752 
Operating grants and contributions 128,205        115,622         4,552           -                 132,757            115,622           
Capital grants and contributions 25,230          20,630           1,808           2,146             27,038              22,776             

General revenues:
Property taxes 230,719        218,756         -               -                 230,719            218,756           
Property tax increment 52,679          61,003           -               -                 52,679              61,003             
Franchise fees 26,120          29,128           -               -                 26,120              29,128             
Convention center taxes 56,349          65,850           -               -                 56,349              65,850             
Other taxes 13,079          218                -               -                 13,079              218                  
Local government aid 56,404          56,378           -               -                 56,404              56,378             
Interest and investment earnings 4,248            5,088             5,286           438                9,534                5,526               
Miscellaneous 4,548            31,078           56                -                 4,604                31,078             

 Gain on sale of capital assets -                -                 54                20                  54                     20                    

Total revenues 736,239        721,207         273,655       253,900         1,009,894         975,107           

Expenses
General government 98,546          83,788           -               -                 98,546              83,788             
Public safety 248,333        269,036         -               -                 248,333            269,036           
Public works 71,736          5,210             -               -                 71,736              5,210               
Culture and recreation 5,528            7,287             -               -                 5,528                7,287               
Health and welfare 13,709          16,260           -               -                 13,709              16,260             
Community & economic development 139,190        138,537         7,875           8,266             147,065            146,803           
Interest on long-term debt 16,503          21,916           -               -                 16,503              21,916             
Sanitary sewer -                -                 51,564         33,659           51,564              33,659             
Stormwater -                -                 25,998         24,502           25,998              24,502             
Solid waste and recycling -                -                 31,158         29,784           31,158              29,784             
Water treatment and distribution services -                -                 59,940         52,891           59,940              52,891             
Municipal parking -                -                 49,706         46,106           49,706              46,106             

Total expenses 593,545        542,034         226,241       195,208         819,786            737,242           
Excess (deficiency) before transfers 142,694        179,173         47,414         58,692           190,108            237,865           

T ransfers 10,889          18,293           (10,889)        (18,293)          -                   -                   
Change in net position 153,583        197,466         36,525         40,399           190,108            237,865           
Net position  - January 1, restated (Note 1) 977,531        780,065         779,664       739,265         1,757,195         1,519,330        
Net position - December 31, 2012 1,131,114$   977,531$       816,189$     779,664$       1,947,303$       1,757,195$      

TotalBusiness-type ActivitiesGovernmental Activities

Statement of Activities
For the Year Ended December 31, 2012

 
 

Governmental Activities—Governmental activities increased the City’s net position by $153,583 compared to an increase of 
$197,466 in 2011. Governmental activities are supported by charges for services, grants, and contributions. Additionally, 
general revenues cover any net expense after program specific revenues are applied. In 2012, the City relied primarily on 
taxes, various charges for services, and grants for funding governmental activities. Specifically, property tax increment 
revenues supported economic development activities. 
 
A significant expense in the statement of activities, compared to fund statements, is depreciation. Current year depreciation 
for governmental activities was $50,247. 
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Functions/Programs Expenses
Program 
revenues

Net 
(Expense) 

Revenue by 
Program

General government 98,546$     53,328$       (45,218)$       
Public safety 248,333     80,113         (168,220)       
Public works 71,736       57,592         (14,144)         
Culture and recreation 5,528         -                   (5,528)           
Health and welfare 13,709       10,774         (2,935)           
Community & economic development 139,190     90,286         (48,904)         
Interest on long-term debt 16,503       -                   (16,503)         

593,545$   292,093$     (301,452)$     

General revenues and transfers supporting governmental activities 455,035        
Change in net position 153,583        
Net position - January 1, 2012, restated 977,531        
Net position - December 31, 2012 1,131,114$   

For the Year ended December 31, 2012
Summary of expenses and program revenues - Governmental Activities
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Business-Type Activities—Business-type activities increased the City’s net position by $36,525 compared with an increase  
  of $40,439 in 2011.  

Functions/Programs Expenses
Program 
revenues

Net 
(Expense) 

Revenue by 
Program

Sanitary sewer 51,564$     61,943$       10,379$        

Stormwater 25,998       41,805         15,807          

Solid waste and recycling 31,158       32,142         984               

Water treatment and distribution services 59,940       76,058         16,118          

Community planning & economic development 7,875         2,239           (5,636)           

Municipal parking 49,706       54,072         4,366            

226,241$   268,259$     42,018$        

General revenues and transfers supporting business-type activities (5,493)           

Change in net position 36,525          

Net position - January 1, 2012, restated 779,664        

Net position - December 31, 2012 816,189$      

Summary of expenses and program revenues - Business-Type Activities

For the Year ended December 31, 2012
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 
As noted earlier, the City of Minneapolis uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.  
 
Governmental Funds—The general government functions are contained in the General, Special Revenue, Debt Service, and 
Capital Project 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 financial requirements. In particular, 
unassigned fund balance may serve as a useful measure of a government’s net resources available for spending at the end of 
the fiscal year.  
 
For 2012, six governmental funds, including the General Fund, are presented as major funds. These funds include two 
Special Revenue Funds (Community Planning and Economic Development Fund and Convention Center Fund), the 
Permanent Improvement Capital Project Fund, and two Debt Service Funds (General Debt Service and Special Assessment).  
 
At December 31, 2012, the City’s governmental funds reported a combined ending fund balance of $443,383, an increase of 
$12,420 compared with the prior year. Approximately 19 percent of this total amount ($85,311) constitutes unassigned fund 
balance, which is available for spending at the City’s discretion.  
 
The remainder of the fund balance is classified as follows:  nonspendable ($54,182) for land development and other legal 
and contractual requirements; restricted ($193,107) for debt service, community planning and economic development, 
capital improvements, grants, and law enforcement legal requirements; committed ($2,347) to accelerated infrastructure 
projects; and assigned ($108,436) for specific purposes not meeting a more restricted criteria for community planning and 
economic development programs, neighborhood and community relations, public safety programs, pension obligations, and 
capital improvements. 
 
The following tables provide an overview of revenues by source and expenditures by function for all governmental funds: 
 
 

Increase/
(Decrease)

Revenue by Source Amount
Percent of 

Total Amount
Percent of 

Total Amount
Taxes 379,519$      51.03        % 374,123$    53.59      % 5,396$        
Licenses and permits 37,663          5.06          32,851        4.71        4,812          
Intergovernmental revenues 186,550        25.09        167,316      23.97      19,234        
Charges for services and sales 68,158          9.17          58,604        8.40        9,554          
Fines and forfeits 8,603            1.16          10,620        1.52        (2,017)         
Special assessments 23,834          3.20          22,678        3.25        1,156          
Interest 4,603            0.62          5,050          0.72        (447)            
Miscellaneous revenue 34,733          4.67          26,831        3.84        7,902          

Total 743,663$      100.00      % 698,073$    100.00    % 45,590$      

Revenues by Source
Governmental Funds

FY 2012 FY 2011 - Restated
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Increase/
(Decrease)

Expenditures by Function Amount
Percent of 

Total Amount
Percent of 

Total Amount
General government 95,970$     12.75         % 72,634$     10.34         % 23,336$     
Public safety 244,297     32.45         260,307     37.06         (16,010)     
Public works 49,759       6.61           49,918       7.11           (159)          
Culture and recreation 5,528         0.73           7,287         1.04           (1,759)       
Health and welfare 13,179       1.75           16,014       2.28           (2,835)       
Community & economic development 136,076     18.08         128,338     18.27         7,738         
Capital outlay 77,864       10.34         44,633       6.36           33,231       
Debt service - principal retirement 108,042     14.35         96,947       13.80         11,095       
Debt service - interest and fiscal charges 22,152       2.94           26,247       3.74           (4,095)       

Total 752,867$   100.00       % 702,325$   100.00       % 50,542$     

FY 2012 FY 2011, Restated

Expenditures by Function
Governmental Funds

 
 
General Fund—The General Fund is the general operating fund of the City.  Certain activity is required to be reported in 
the General Fund that is budgeted and accounted for separately in the City’s financial system.  This activity is the Tax 
Increment funded portion of the Coordinator - Neighborhood and Community Relations department.  The assigned fund 
balance in the General Fund is related to this activity.  As of December 31, 2012, unassigned fund balance in the General 
Fund was $85,357, while total fund balance was $86,304.  The fund balance of the City’s General Fund increased by 
$14,099 during the current fiscal year. As a measure of the General Fund’s liquidity, it may be useful to compare both 
unassigned fund balance and total fund balance to total fund expenditures.  
 
The following table provides changes in revenues by source from 2011 to 2012:  
 

Increase/
(Decrease)

Percent Percent
Revenues by Source Amount of Total Amount of Total Amount
Taxes 220,527$   55.90 % 199,703$   52.21 % 20,824$     
Licenses and permits 36,089       9.15 30,384       7.94 5,705         
Intergovernmental revenues 68,698       17.42 68,432       17.89 266            
Charges for services and sales 44,653       11.32 37,870       9.90 6,783         
Fines and forfeits 8,243         2.09 9,500         2.48 (1,257)       
Special assessments 3,009         0.76 3,166         0.83 (157)          
Interest 1,649         0.42 1,968         0.52 (319)          
Miscellaneous revenues 1,327         0.34 1,495         0.39 (168)          
Total revenues 384,195$   97.40 352,518$   92.16 31,677$     

T ransfers in 10,268       2.60 30,000       7.84 (19,732)     
Total revenues and other financing sources 394,463$   100.00 % 382,518$   100.00 % 11,945$     

General Fund
 Revenues By Source

2012 2011 - Restated

  
In 2012, General Fund revenues and transfers increased by about 3% from the previous year. Some highlights include: 
 

• Tax collections were higher due to higher delinquent tax collections, and approximately $2,000 in excess tax 
increment financing (TIF) collections. 

• Licenses and permits are higher as building permits issued continue to rise.  
• Charges for services increased due to increased Public Works activity that was billed out to others. 
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• The City installed new parking meters that will accept credit and debit cards.  This resulted in a decrease in parking 
fines, as people parking found it easier to pay.   
 

The following table provides the changes in expenditures by function from 2011 to 2012: 
 

Increase/
(Decrease)

Percent Percent
Expenditures by Function Amount of Total Amount of Total Amount
General government 60,037$     15.78 % 59,839$     16.10         % 198$          
Public safety 220,387     57.94 214,573     57.73         5,814         
Public works 47,321       12.44 44,204       11.89         3,117         
Culture and recreation 4,982         1.31 5,873         1.58           (891)          
Health and welfare 2,432         0.64 3,300         0.89           (868)          
Community & economic development 3,547         0.94 3,257         0.88           290            
Total expenditures 338,706     89.05         331,046     89.07         7,660         
T ransfers out 41,658       10.95 40,629       10.93         1,029         

Total expenditures and other financing uses 380,364$   100.00       % 371,675$   100.00       % 8,689$       

General Fund
Expenditures by Function

2012 2011, Restated

Overall, general fund expenditures increased by 2% from the previous year, although appropriations were underspent by 
more than $11,000.   
 
General Fund Budgetary Highlights—The final budget for the City’s General Fund represents the original budget plus any 
previously appropriated funds set aside for the purpose of honoring legally incurred obligations (prior year encumbrances 
and commitments), and any additional supplemental appropriations that may occur during the fiscal year. In 2012, the 
following were significant budget actions: 
 

• The original General Fund appropriation for fiscal year 2012 was $384,729, which included projected transfers out 
of $41,648. The final appropriation was $391,869. General revenues and other resources were originally estimated 
at $379,517, which included projected transfers of $22,594. The final revenue estimate was $380,854 including 
transfers of $8,858. 

 
• Significant budgetary variances between the final amended budget and the actual results included: 

 
1) The Police Department ended the year $415 under budget due in large part to staff attrition.  

 
2) The Fire Department received $250 in contingency funds in December of 2012 to fund costs incurred in 

creating a new hiring list going forward into 2013, and was $224 under budget at year-end.  The department 
experienced a high level of work related injuries, which resulted in increased overtime costs to adequately 
staff fire stations.  

 
3) The City Coordinator was $3,926 under budget, due to savings in the Finance & Property Services, Human 

Resources and Emergency Management departments. Most of these savings are due to vacancies. 
 

4) The Public Works Department had budget savings of $690.  Due to the early spring, Public Works was able to 
complete more work for others than planned, especially utility cuts.  This additional work resulted in 
increased revenue of over $1.6 million. 

 
5) Several other departments had significant budget savings. The City Clerk had budget savings of $1,000 

largely due to vacancies and significant underspending in Council ward budgets.  The Assessor was under 
budget by $276 primarily due to two unfilled positions.  The City Attorney’s Office (CAO) had savings of 
$447 including over $150 in the Domestic Violence area due to a grant that became available in the first 
quarter of 2012.   
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Current fiscal year revenue and expenditure budgets for the General Fund by major category or function are as follows: 
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Community Planning and Economic Development (CPED) Special Revenue Fund—The Community Planning & 
Economic Development (CPED) Special Revenue Fund accounts for governmental fund proceeds that are legally restricted 
to expenditures for specific purposes in a series of housing and economic development programs.  The range of programs 
operated within this fund are created to increase the City’s economic competitiveness,  to ensure an array of attractive 
housing choices, to support strong and diverse neighborhoods, and to preserve our historic structures.  These programs are 
financed primarily through state and local grants, tax increment financing, and administrative fees collected from the 
issuance of housing and economic revenue bonds.  A development account program provides loans and grants to outside 
organizations within the City to assist commercial and housing development.  The program is capitalized with residual 
equities from development projects and UDAG repayments. 
  
The total revenues of the CPED Special Revenue fund in 2012 were $75,534.  Property tax increment financing provided 
67% of the fund’s revenue. The repayment of loans for the housing and redevelopment activities of the City generated an 
additional 13% of the fund’s revenue. The remaining revenue was derived from a variety of miscellaneous sources.  The 
expenditures for the fund in 2012 were $37,466.  The fund’s expenditures are primarily for contractual services for the 
housing and economic programs operated within the fund and for the staff costs to monitor and deliver these programs.  The 
level of current fund expenditures in 2012 was comparable to the prior year. 
   
The fund’s transfers to other funds of $41,869 were primarily to provide resources for the debt service of obligations issued 
by the City for community development programs and to provide a $5,000 operating transfer for the City’s accelerated 
infrastructure program. The CPED also transferred $1,500 to the City’s Coordinator - Neighborhood Community Relations 
Department to support ongoing activities. 
 
At year-end the fund balance of the fund was $207,858 of which $38,325 of the fund balance was in a nonspendable form, 
primarily for the inventory of land held for development; $146,714 was restricted for specific programs by State law;  
$2,347 was committed to the City’s accelerated infrastructure program; and the remaining $20,472 of fund balance was 
assigned to community and economic development activities. 
 
Minneapolis Convention Center Special Revenue Fund—Operations of the Minneapolis Convention Center are reported as 
a Special Revenue Fund in the fund statements. The Convention Center activity is funded from local taxes and Convention 
Center operating revenues. Local Taxes from the Convention Center include: 
 

0.5% citywide sales tax 
3% food and liquor tax applied to core downtown establishments 
2.625% citywide lodging tax for motels and hotels with 50 units or more  

 
Through 2011 local tax revenues accounted for in the Convention Center Fund included a 3% citywide entertainment tax all 
of which was transferred to the General Fund and Target Center Arena Reserve Fund.  Effective January 1, 2012, the 
entertainment tax was recorded directly as revenue in these two funds. Factoring out the entertainment tax, local tax 
proceeds for the Convention Center in 2012 were 6% above 2011 levels and 8% over budget. 
 
   

Minneapolis Convention Center Taxes 
       
  2012  2012  2011 
Taxes  Budget  Actual  Actual 
       
Sales and Use   $      28,842    $       31,731    $       29,922  
Entertainment                -                 -            13,997 
Food             11,097             11,465             11,032  
Liquor              4,865               5,426               4,599 
Lodging              6,125               6,432               6,300 
   Total   $       50,929    $       55,054    $       65,850  
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Factoring out the 2011 entertainment tax for comparative purposes, the total 2012 Convention Center revenue was $71,293 
which was $3,983 or 6.1% over 2011 and $5,764 or 8% over budget. The increased revenue can be attributed to better than 
expected operating revenue and, more significantly, to better than expected local tax revenue. There were also a few new 
financing sources in 2012 including bonds issued and related interest for the dome replacement, as well as copper scrap 
sales.  
 
For 2012, total expenditures finished the year 21% over 2011 levels and 13% under budget with Ongoing Equipment and 
Improvement seeing the largest increase.  In addition, there was $3,905 expended in 2012 for dome capital improvements 
which contributed to the increase over 2011. The Convention Center continues working on the ‘no waste’ initiative which 
includs goals to increase recycling and reduce energy and water use.      
 
During 2012, the Convention Center transferred $250 to the General Fund for mounted patrol.   The Convention Center also 
transferred $5,580 to the Parking Fund, which was $2,009 less than the 2011 level, and $19,834 to pay off debt service 
which was $2,380 lower than in 2011.     
 
The 2012 fund balance ended the year at $58,625, which was $11,149 higher than budgeted, and $8,941 higher than 2011. 
The 2012 change can be attributed to better than expected increases in operating and local tax revenue, in addition to the 
new revenue source from copper scrap sales, and expenditures that were well below budget. 
  
The total 2012 Convention Center revenue was $71,293 which was $5,703 or 8% over 2011 and $5,764 or nearly 9% over 
budget. The increased revenue can be attributed to better than expected operating revenue and, more significantly, to better 
than expected local tax revenue. 
 
Permanent Improvement Capital Project Fund—Funding for the Permanent Improvement Capital Project Fund is 
primarily from three sources: bonds that are sold by the City for capital projects; the State of Minnesota; and Federal Funds. 
State and Federal revenues are primarily used for capital assets including bridges, streets, street lighting and traffic signals. 
 
The Permanent Improvement Capital Project Fund is used to build infrastructure for the City including bridges, streets, 
traffic signals, street lights, and to fund other capital projects. During 2012, $73,959 of capital outlay occurred which was a 
66% increase over 2011.  
 
The key assets constructed with these funds include: 
 

• Bridges - $6,329 
 

• Streets - $29,847 
 

• Traffic Signals & Street Lighting - $13,905 
 

• Bike Trails - $2,312 
 

• Van White Bridge/Heritage Park (Near North) project - $10,448 
 

• Property Service - $3,616 
 
The fund balance decreased from $27,360 in 2011 to $23,094 in 2012.  The decrease was due to the utilization of existing 
funds and bond proceeds. Additionally, revenues for the fund increased from $28,784 in 2011 to $43,060 in 2012 due to 
increased funding from state, federal, and local sources for capital projects. 
 
General Debt Service Fund—The General Debt Service Fund is used to pay debt service on the City’s property tax 
supported bonds including capital infrastructure, library referendum, pension obligation bonds and governmental activity 
revenue notes.  Resources to pay debt service on the bonds come from specific tax levies dedicated for bond redemption and, 
in the case of pension bonds, transfers from other City funds for a share of pension debt service costs associated with 
internal service fund and enterprise fund activities.  Resources to pay debt service on the revenue notes come from tax 
increment collections. 
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At the end of 2012, the City had $137,475 of outstanding bonds and $14,695 of outstanding revenue notes related to the 
General Debt Service Fund.  During 2012, the City issued $31,400 of new infrastructure bonds and $28,860 of library 
referendum refunding bonds, and paid total debt service of $105,896 including $68,235 of bond principal, $581 of note 
principal and $28,860 of bond refunding principal. 
 
Special Assessment Debt Service Fund—The City of Minneapolis uses the Special Assessment Debt Service Fund to 
collect special assessments from residents and businesses for public improvements that are wholly or partially paid by the 
taxpayers. Special assessments are levied and collected each year via Hennepin County property tax statements as well as 
through voluntary prepayments and title company remittances upon sale of properties. These improvements are typically 
related to infrastructure items such as roadway, streetscape and street lighting projects, and diseased tree removal on private 
property.  
 
At the end of 2012, the City had $49,140 of debt outstanding for special assessment improvements, including $5,535 of new 
and $4,600 of refunding bonds issued during the year. During 2012, the City received debt related assessment collections 
and interest earnings of $9,516, and paid total debt service of $13,801 on special assessment bonds, including $7,370 of 
bond principal and $4,600 of bond refunding principal. 
 
Enterprise Funds—The City operates six enterprise funds: Sanitary Sewer, Stormwater, Water Treatment and Distribution 
Services, Municipal Parking, Solid Waste and Recycling, and Community Planning and Economic Development (CPED).  
 
Overall, the enterprise funds had a positive net position of $835,766 at December 31, 2012, an increase of $36,586 over 
2011.  
 
The following table summarizes the total assets, total liabilities, operating income, changes in net position, and net positions 
for each of the enterprise funds, from 2011 to 2012: 
 

Water Solid 
Treatment and Waste

Sanitary Distribution Municipal and 2011
Sewer Stormwater Services Parking Recycling CPED 2012 Restated

Assets 122,202$  318,325$    318,595$   310,327$  35,317$   130,043$  1,234,809$   1,225,852$  

Liabilit ies 14,740      18,730        121,409     147,571    4,998       91,585      399,033        426,662       

Operating Income (loss) 9,050        15,216        18,469       7,249        (139)         4,677        54,522          53,830         

Change in net position 6,624        14,728        11,227       5,558        (220)         (1,331)       36,586          41,791         

Net Position 107,462$  299,595$    197,186$   162,756$  30,319$   38,458$    835,776$      799,190$     

Enterprise  Funds
Key Balance Sheet Account Balances and O perating Activities

December 31, 2012

Total

 
Sanitary Sewer Fund—The Sanitary Sewer Fund accounts for the majority of the payments to the Metropolitan Council 
Environmental Services (MCES) for sewage interceptor and treatment services. It also accounts for the sanitary sewer 
maintenance and design.  Net position as of December 31, 2012 was $107,462, a $6,624 increase over 2011. Operating 
revenues increased by $12,831 and operating expenses increased by $9,377. This increase is due at least in part to the fixed 
rate charge that was introduced this year in addition to the lower rainfall amounts in 2012 resulting in higher consumption. 
 
Stormwater Fund—The Stormwater Fund accounts for stormwater activities including the Combined Sewer Overflow 
(CSO) program.  Net position as of December 31, 2012 was $299,595, an increase of $14,728 over 2011. Operating 
revenues decreased by $173 and operating expenses increased by $1,838. In 2012 the revenue receipts exceeded expected 
levels.  This increase is due mostly to a rate increase.  The fund also experienced a saving is expenditures from the budgeted 
amounts in all departments of the fund. 
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Solid Waste and Recycling Fund—The Solid Waste and Recycling Fund accounts for solid waste collection, disposal, and 
recycling operations. The fund also includes “clean city” activities such as neighborhood clean sweeps, litter and graffiti 
removal, and litter control in the business districts. City crews provide approximately one-half of the solid waste collection 
services, while the remaining services are provided through contracts with private operators. In 2012 the City implemented 
One-sort residential recycling. Net position in the fund decreased by $220 to $30,319 due to a decrease in operating 
revenues of $695 and an increase in operating expenses of $1,884.  
 
Water Treatment and Distribution Services Fund—The Water Treatment and Distribution Services Fund accounts for the 
operation and maintenance of a water treatment and delivery system for the City and several suburban city customers. The 
City sells water directly to the cities of Bloomington, Columbia Heights, Hilltop, Golden Valley, New Hope, Crystal, and 
Edina. Net position increased by $11,227 for the year, resulting in a net position at December 31, 2012 of $197,186. This 
increase is due at least in part to the fixed rate charge that was introduced this year in addition to the lower rainfall amounts 
in 2012 resulting in higher consumption. 
 
Municipal Parking Fund—The Municipal Parking Fund accounts for the operation and maintenance of parking ramps, lots, 
on-street parking meters, the municipal impound lot, and the traffic/parking control system. Net position at December 31, 
2012 was $162,756 which is an increase of $5,558 from 2011. 
 
There are three reasons for the increase: 
 

• Operational efficiencies attained through off-street parking (the largest contributor was a reduction in operator 
expenses due to the new pay machines in most of the ramps reducing the number of staff hired). 

• New multi-space parking meters are increasing revenues in on-street parking. 
• Less snow reduced cost in the Impound Lot.  Snow emergencies increase the costs of the Impound Lot due to 

overtime, snow removal, higher tow company rates. 
 
Community Planning and Economic Development Enterprise Fund (CPED) — The CPED Enterprise Fund operates a 
series of business-type activities designed to enhance housing options and economic development within the City.  Within 
this fund there are programs that provide low interest home mortgages financed through the sale of bonds.  There is also a 
program in which revenue bonds are issued to finance economic development.  The program obtains lease or loan 
agreements from developers to meet the debt service requirements of the financing.  This fund also operates a river terminal 
facility.  Substantially all operating revenues are derived from fees charged to the users of the services provided.  The river 
terminal accounts for the investment in capital assets of the fund. 
 
Net position decreased by $1,331 during the year.  Operating transfers in the amount of $1,381 in 2012 and $499 in 2011 
were made from the resources generated by the programs of the CPED Enterprise Fund for the benefit of other development 
activities of the City. 
 
Internal Service Funds—The City operates six internal service funds: Engineering Materials and Testing; 
Intergovernmental Services; Property Services; Equipment Services; Public Works Stores; and Self-Insurance. Internal 
service funds charge user fees to recover the cost of operations and accumulate equity for purposes of maintaining the on-
going operations provided to the government.  
 
While the financial condition of the internal service funds continues to represent a financial challenge for the City, key 
measures taken in 2001 have resulted in continued financial performance improvement. The financial condition of these 
funds had reached a low point at year-end 2000 when the combined net position deficit had declined to $(54,407).  At the 
end of 2012, the combined net position in the internal service funds had improved to $97,158.  A change in accounting 
principle and prior period adjustments due to the implementation of GASB Statement No. 34 led to an initial improvement 
of $17,555 in 2001.  The restatement recognized assets previously unrecorded within the internal service funds. The 
remaining improvement of $134,010 can be credited to the deficit reduction plans implemented by the managers of each of 
their respective funds. Another milestone reached in 2012 is that all of the six Internal Service Funds have positive net 
position. The following table provides a summary of cash balances, total assets, total liabilities, operating income, changes 
in net position, and net positions for each of the internal service funds:  
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 Eng. 
Materials & 

Testing  

 Intergovern-
mental 

Services 
 Property 
Services 

 Equipment 
Services 

 Public 
Works Stores 

 Self-
Insurance 2012

2011
Restated

Cash  $        1,745  $         15,805  $        762  $      10,237  $                  2  $   56,399  $    84,950  $     73,570 

Assets            1,764             52,063       31,866          62,182               4,292       57,332      209,499       206,761 

Liabilit ies               180             24,653         6,295          24,982                  600       55,631      112,341       126,593 

Operating Income (Loss)               650             (8,177)          (727)            1,121                  783 2,217                (4,133)       (11,417)

Changes in net position               455               2,904          (492)            2,845                  666 5,982               12,360         13,926 

Net position  $        1,584  $         27,410  $   25,571  $      37,200  $           3,692 1,701$       $    97,158  $     84,798 

Internal Service Funds
Key Balance Sheet Account Balances  and Operating Activities

December 31, 2012

Total

 
Engineering Materials and Testing Fund—-This fund accounts for operation of the City’s Engineering Laboratory testing 
and inspection services along with the purchases of asphalt and ready-mix concrete. In 2003, the City Council took action to 
indefinitely discontinue operations of the asphalt plant. As a result, the Fund continues to account for the outside purchases 
of asphalt and ready-mix concrete.  
 
Beginning in 2009, the fund has continued to achieve net operating incomes after sustaining an operating loss of $115 in 
2008.   After a reduction to net position of $168 in 2008, the fund has consistently increased net position from 2009 through 
2012 by a total of $1,556 to achieve an ending net position of $1,584. The fund maintains a positive cash balance, increasing 
the 2011 balance of $1,164 by $581 to achieve a 2012 ending balance of $1,745. 
 
Intergovernmental Services Fund—This fund accounts for information technology services, central mailing and printing 
services, and telecommunication operations. In 2003, the fund’s beginning net position was restated by $7,866 to reflect 
corrections made to accurately present the fund’s capital assets, accumulated depreciation, and related liability amounts. 
This positive adjustment reduced the beginning net position deficit from $(40,850) to $(32,984). The fund has since 
recorded a total increase in net position of $60,394 through 2012, attaining a positive net position for the first time in 2008. 
The updated long-term financial plan forecasted the fund would attain a positive net position at year-end 2009.  This fund 
has performed better than projected. The actual cash balance at year-end 2012 was $15,805 compared to the projected cash 
balance of $9,281. The cash balance increased due to collection of $1,434 on the note receivable and prepayments totaling 
$2,725 for scheduled technology projects. In 2010, $4,560 of refunding bonds was issued to retire old debt and achieve a 
lower interest rate for current debt.  In 2012, bonds totaling $1,275 were issued as new debt to fund approved capital 
projects. 
 
Property Services Fund—The Property Service Fund is responsible for the management and maintenance of City-owned 
real estate, including police precinct structures, fire stations, public works buildings, office buildings, parking structures, and 
properties held for development purposes. The fund is not financially responsible for City Hall, the Convention Center, 
parking facilities, Water plant or Park Board buildings. The fund is responsible for energy management and internal 
security. Included in this fund is the Radio Shop, which maintains the City’s emergency communications network. 
Beginning in 2009, the Council approved a City-wide charge for City Hall rent. The Property Services Fund collects the 
rental charge and remits it to the Municipal Building Commission. Ownership of some of the City’s properties is recorded as 
assets of this fund resulting in a depreciation expense. Currently, the Property Services Fund does not have rental and 
maintenance rates sufficient to fully recover depreciation, which results in an operating loss and a decrease to net position 
each year. The fund incurred a total decrease to net position of $4,657 from the 2003 ending net position of $30,228 to the 
2012 balance of $25,571. In 2012, net position decreased $492 from the 2011 ending balance of $26,063.  The cash balance 
increased from $699 at year-end 2011 to $762 at year-end 2012. 
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Equipment Services Fund—The Equipment Services Fund accounts for the City’s fleet of vehicles and related equipment 
and accessories. In addition, the fund manages the dispatch of City-owned and contractual equipment. A long-term financial 
plan was developed for the fund in 2003 and the fund has progressively increased its net position from $13,266 in 2004 to 
$37,200 in 2012.  The updated long-term financial plan projected the 2012 net position to be $35,075.  The actual 2012 
ending net position represents an increase in net position of $2,845, or 8.3%, from the 2011 ending balance of $34,355.  The 
2012 ending cash balance is $10,237, a decrease of $2,066 from the ending balance of $12,303 in 2011. The decrease in cash 
is primarily due to an increase in the acquisition of fleet vehicles and equipment in 2012 compared to 2011. 
 
The Fleet Services Division uses an activity based cost recovery model to calculate equipment and labor rental rates charged 
to customers based on actual expenses related to the vehicle and the replacement cost of the vehicle. A new financial 
subsystem was implemented in 2008 to account for the multitude of transactions related to the maintenance and repair of the 
vehicles in a more efficient manner. Since 2006, this fund has eliminated the use of the sale of bonds to support the 
equipment purchases.  
 
Public Works Stores Fund—This fund accounts for the centralized procurement, warehousing, and distribution of stocked 
inventory items, and the purchase of special goods and services for City departments. In addition, this fund stores an 
inventory of traffic signal components for assembly for Public Works-Transportation. For 2012, the fund reported a net 
position gain of $666, increasing the net position from $3,026 in 2011 to $3,692 in 2012. The fund decreased its cash 
balance from $3 reported in 2011 to $2 recorded at year-end 2012. In 2012, the fund decreased the amount due to other 
funds by $865, or 84%, resulting in a 2012 balance of $165 compared to the 2011 balance of $1,030. 
 
Self-Insurance Fund—The Self-Insurance Fund accounts for employee COBRA insurance benefits programs, occupational 
health services, severance payments, the tort liability program, workers’ compensation program, and the related 
administrative costs. With the implementation of the new financial system, benefit payments for medical, dental, long-term 
disability and life insurance are paid directly from payroll and no longer pass through this fund. The net position at year-end 
2012 was $1,701, an increase of $5,982 from the 2011 deficit of $(4,281).   A milestone was reached in 2012 when the net 
position became positive in the Self Insurance Fund. The cash balance increased from $47,541 in 2011 to $56,399 at year-
end 2012.   In 2003, when the fund’s net position was a deficit of $(40,983), a long-term financial improvement plan was 
implemented. The plan was updated in 2012.  The performance of the fund compared to the original long-term financial plan 
shows a net position that is ahead of the plan and a cash balance that is significantly increased over the original forecast. 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets—As of December 31, 2012, the City’s investment in capital assets for its governmental and business-type 
activities was $2,104,310 (net of accumulated depreciation). This investment in capital assets includes land, buildings and 
systems, improvements, machinery and equipment, roads, highways, and bridges. The total increase in the City’s investment 
in capital assets for the current fiscal year was 2% consisting of a 4% increase for governmental activities and a 1% increase 
for business-type activities. 
 
The following table summarizes capital assets for governmental and business-type activities for 2012 and 2011: 

  
Capital Assets (Net of depreciation) 

2011 2011 2011
2012 Restated 2012 Restated 2012 Restated

Land and easements 110,789$          110,789$         128,382$     128,382$     239,171$         239,171$         
Construction in progress 209,881            232,813           35,463         39,937         245,344           272,750           
Infrastructure 370,964            292,679           -                   -                   370,964           292,679           
Buildings and structures 385,111            393,220           328,872       321,282       713,983           714,502           
Public improvements 688                   800                  441,118       439,868       441,806           440,668           
Machinery and equipment 39,313              37,173             32,679         30,721         71,992             67,894             
Computer equipment 8,140                12,546             15                19                8,155               12,565             
Software 12,893              18,178             -               2                  12,893             18,180             
Other capital outlay -                        -                       2                  3                  2                      3                      

Total 1,137,779$       1,098,198$      966,531$     960,214$     2,104,310$      2,058,412$      

Governmental Business-Type Total
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Major capital asset transactions and events during the current fiscal year included: 

 
• Numerous energy saving improvements to City buildings, including boilers, rolling doors, and charging stations for 

hybrid cars. 
• Significant construction on the Van White Bridge. 
• Over $5,000 in street lights and traffic signals. 

 
Additional information on the City’s capital assets can be found in Note 4 on pages 64-67 of this report. 
 
Long-term debt—As of December 31, 2012, the City had total long-term bonds and notes outstanding of $893,652 
compared to $1,016,919 in the prior year.  Of this amount, $535,450 related to governmental activities and $358,202 related 
to business activities. The City had $43,470 or approximately 5% of the outstanding long-term debt in variable rate mode at 
year-end. Long-term notes of $146,340 are included in the above total, of which $19,515 are for governmental activities and 
$126,825 are for business activities.   
 
The following table shows various classifications of the City’s long-term debt at December 31, 2012 and the amount of 
principal due in 2013.  
 

 
Balance 

     
Balance 

  Summary of Outstanding Bonds and Notes 1/1/2012 
 

Additions 
 

Retirements 
 

12/31/2012 
 

Due in 2013 

            General Obligation (GO) Bonds and Notes: 
           Property Tax Supported GO Bonds  $   188,340  

 
 $   45,735  

 
 $    96,600  

 
 $ 137,475  

 
 $            22,360  

  Self Supporting GO Bonds       178,865  
 

        4,200  
 

       15,235  
 

    167,830  
 

               13,010  
  GO Improvement Bonds         50,975  

 
      10,135  

 
       11,970  

 
      49,140  

 
                 7,661  

  Tax Increment GO Bonds       128,255  
 

        3,000  
 

       24,155  
 

    107,100  
 

                 9,555  
  Tax Increment GO Notes                   -  

 
        5,170  

 
            350  

 
        4,820  

 
                    370  

  Internal Service Fund Related GO Bonds         40,065  
 

        2,775  
 

       13,660  
 

      29,180  
 

                 4,960  
  Enterprise Fund Related GO Bonds       205,607  

 
      31,110  

 
       90,595  

 
    146,122  

 
               27,630  

  Enterprise Fund Related GO Notes         91,251  
 

      39,253  
 

         3,836  
 

    126,668  
 

                 3,943  

     Total General Obligation Bonds and Notes       883,358  
 

    141,378  
 

     256,401  
 

    768,335  
 

               89,489  

            Revenue Bonds and Notes: 
           Economic Development Revenue Bonds         25,990  

 
                -  

 
            780  

 
      25,210  

 
                    825  

  Other Community Development Related Bonds         91,985  
 

                -  
 

         6,730  
 

      85,255  
 

                 3,630  
  Revenue Notes         15,586  

 
                -  

 
            734  

 
      14,852  

 
                    427  

     Total Outstanding Bonds and Notes  $1,016,919  
 

 $ 141,378  
 

 $  264,645  
 

 $ 893,652  
 

 $            94,371  

          The City maintained an “AAA” rating from Standard & Poor’s and Fitch Ratings and an “Aaa” from Moody’s for its general 
obligation debt in 2012. Additional information on the City’s Long-term debt can be found in Note 5 on page 67 of this 
report.  
 
HISTORICAL AND LONG-TERM FINANCIAL PLANNING 
  
The Mayor and City Council continue to take a long-term view of the City’s finances. The following areas are those with the 
most significant costs: 
 

- The City adopted long-term financial plans for three of the internal service funds (Intergovernmental Services, 
Equipment Services, and Self-Insurance) to increase net position and to achieve and maintain a positive cash 
balance. To meet the goals of the adopted long-term financial plans, transfers from the General Fund to all 
three funds are necessary. At year-end 2012, all three internal service funds had positive net position and cash 
balances. 
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- Like other jurisdictions, employee wages and benefits make up over 50 percent of the City’s General Fund 
expenses, increases to which are driven by rapid growth in healthcare costs.  In 2012, for City positions, not 
including independent boards, growth in salary and wages were budgeted at no increase for most bargaining 
units. 

- In 2000, Minneapolis voters approved a levy to build a new Central Library and fund improvements to 
community libraries. Effective January 1, 2008, the Minneapolis Public Library System merged into the 
Hennepin County Library System. Though the County will be responsible for the operating costs for the 
libraries in future years, under a financial agreement, the City will continue to issue debt as defined in the 
City’s adopted capital plan and will be responsible for a declining share of operations through 2017. 

- In June of 2009, the Governor exercised his authority to “unallot” or unilaterally reduce various state 
appropriations. The appropriation directly impacting the City of Minneapolis was Local Government Aid 
(LGA). The City’s LGA was reduced by $8.5 million in 2009 and $21.3 million in 2010 as a result of these 
actions.   

- For 2013 – 2017, the five year capital program totals $606.3 million including all funding sources.  The 2013 
portion of this program is $122.7 million.  The City could no longer afford to postpone needed improvements 
to infrastructure and the 2013 budget recommended a $56.565 million increase in net debt bond funding.  This 
increase will allow for $150 million of capital programming over the next five years.   

 
The City’s levies for its closed pension funds that merged into the Minnesota State Public Employees’ Retirement 
Association (PERA) are $27.3 million for 2013.   
 
Budget planning efforts conducted since 2003 collect all demands on the property tax into a ten-year projection. As part of 
this planning, the Council adopted a property tax revenue policy, effective in 2003, which limited the total annual increases 
for the City’s property tax revenue to a maximum of eight percent. Half of this increase was dedicated to the City’s debt 
payments for increased pension obligations, internal service fund deficits, and increased library capital projects as called for 
in a voter-approved referendum in 2000. The other half of the increase was for the increasing cost of providing existing 
services. This policy was also adopted by the City’s Board of Estimate and Taxation. Within the overall policy is a provision 
that limits the annual operating increase for the Minneapolis Park Board to four percent over the prior year.  
 
The 8-percent tax revenue policy was recommended through 2010 but during the 2010 budgeting process, the Mayor and 
City Council adopted the following replacement policy: 

 
Those entities receiving Local Government Aid (LGA) will move to an activity-based approach with an annual adjustment 
after the base year equal to the projected percentage increase in the Current Service Level. The dollars available for the 
activities will be based on the sum of the LGA, total tax collections, and total General Fund revenues. The activities will 
exclude dollars transferred to other entities, including the following: 
 
For the Park Board, it will exclude the General Fund Overhead transfer to the City, the General Fund Administration Fee 
transfer to the City, and the costs of Park Board Capital Improvements funded from the Park Board levy.  
 
For the Municipal Building Commission (MBC), it will exclude the General Fund Overhead transfer to the City. 
 
For the City’s General Fund, it will exclude the General Fund Overhead not recovered from the Park Board, MBC, and 
others. It also excludes transfers to other funds including approved internal service fund workout plans, the Target Center 
Finance Plan, one-time capital project transfers, transfers to and from the pension management plan, and the transfer to 
Hennepin County per the Library Agreement. 

 
Under the activity-based approach, the tax revenue percentage change for the City, the Park Board, and MBC may vary from 
year to year based on adjustments to LGA, total General Fund revenues, and adjustments to those items excluded from 
activities, as well as adjustments to the projected change in the Current Service Level. 
 
In January of 2003, the Mayor and City Council adopted a five-year financial direction and a commitment to long-term 
business planning. This direction established resource constraints within which departments were to prepare business plans 
for providing services with reductions in funding growth. The combination of reduced spending and limited growth in 
property tax revenue addressed the City’s existing challenges. The City adopted a two percent cap on annual wage increases 
for City contracts, which was replaced with a compensation philosophy in 2007. The compensation philosophy links salary 
increases to strategic workforce needs and does not anticipate pattern settlements. Prior to the 2% wage policy, pattern 
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settlements at the City took the form of the first contract settlement setting the percent increase for all other contract 
settlements.  
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 
Budget Outlook: 
 
The City’s future financial outlook is strong. The City has financial policies in place to help address funding pressures 
including personnel costs, pension obligations, and internal service fund debt. Since 2002, the City has annually adopted a 
five-year financial direction. In 2013, City positions, grew by 30 FTE and salaries and wages increased by $2.5 million.  
Health insurance costs are budgeted to increase from $55.8 million to $58.3 million. This estimate is based on changes and 
experience related to the current plan design and the competitive procurement processes. The anticipated health premium 
increase for 2013 is 5%. The five-year financial direction includes an average 9.5% annual health insurance cost increase. 
 
The City continues to proactively manage its pension liabilities. The City issued bonds in 2002-04 and used one-time funds 
to meet its pension obligations during those years. The 2013 budget includes $27.3 million in property tax for closed pension 
fund expenses that have merged into Minnesota State Public Employees’ Retirement Association (PERA). The City 
estimates total closed fund pension obligations of approximately $643.1 million through 2028. Due to sound financial 
management, the City does not anticipate a need to bond for pension costs in 2013.  
 
During the 1990s, due to other external demands, the revenue to support the internal services did not keep pace with the 
growth in expenses.  Significant negative cash balances resulted because annual expenses exceeded revenues.  Today, the 
individual balances are no longer negative.  This is a significant improvement over the position of the funds since 2000 
when the net postion deficit was $(61.7) million.  At year-end 2012, the City’s three internal service funds with long-term 
financial plans had a combined net position of $66.3 million, a $13.0 million increase over 2011.  Additionally, each of the 
three funds had a positive cash balance at 2012 year-end. 
 
In order to create capacity in 2012, the General Fund prepaid $5.5 million in obligations to the Self-Insurance Fund in 2011. 
There was a postponement of 2012 obligations ($2.2 million) to the Fleet Services Fund and there will be a partial 
prepayment of 2014 obligations ($1.2 million) in 2013.  
 
Economic Outlook and Tax Trends  
 
Minneapolis has the highest concentration of commercial office buildings in the State of Minnesota and therefore is the 
largest contributor of revenue to the state general tax on a per city basis. Minneapolis’s Commercial/Industrial (C/I) tax base 
is the $7.2 billion dollars, of which $4.1 billion resides in the Minneapolis Central Business District (CDB). 
 
Between January 2012 and January 2013 the Minneapolis CBD experienced a modest 1.4% increase in commercial and 
industrial tax base growth. This is the second consecutive year of positive growth in the CBD market since the market 
downturn in 2009.  Citywide, Minneapolis’s commercial tax base is down 15.5% from its peak of $7.2 billion dollars in 
2008 to $6.1 billion dollars in 2013.  Absorption of vacant Class A office space in the CBD was generally positive in 2012 
with the first three quarters and the overall FY 2012 recording positive absorption.  This is the third consecutive year the 
CBD has posted positive absorption and improved vacancy. While these positive indicators are only incremental 
improvements over 2012, they are indicators the market has stabilized and the outlook for this sector is positive with 
continued market recovery throughout 2013. 
 
Regional and National institutional investors have jumped back into the Minneapolis CBD market with several notable Class 
“A” office building purchases in 2012 and the first quarter of 2013.  These sales are a promising trend that the real estate 
recovery is underway and the office market fundamentals returning to normalcy.  
 

• City Center – 1.08M SF* on 11/2012 for $205.5 million dollars 

• IDS – 1.4M SF* on 4/25/13 for $253 million dollars 

• RBC Plaza – 592,000 SF* on 1/2013 for $126.5 million dollars 

• Plaza VII – 339,000 SF* on 1/2013 for $43.6 million dollars 
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(*Per the 2012 Building Owners and Managers Association (BOMA) Report) 
 
Downtown Office Space—Vacancy Rate: 

Because of the importance of real estate taxes as a source of local government revenue, real estate statistics are an important 
economic gauge for municipalities. Several commercial real estate companies compile and report real estate statistics. CB 
Richard Ellis reports on local real estate conditions quarterly. CB Richard Ellis’ statistics indicate a slight decrease in 
vacancy rates in the Minneapolis CBD. Compared to the fourth quarter of 2011, the vacancy rate in the CBD has decreased 
from 17% to 16.3% in the fourth quarter of 2012.  

Employment: 

The unemployment rate for the City of Minneapolis as of February 2013 is 5.1% according to the Minnesota Department of 
Employment and Economic Development. This economic indicator compares favorably to the national unemployment rate 
(8.1%) and the State of Minnesota rate (6%). 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the City of Minneapolis’ finances. Questions concerning 
any of the information provided in this report or the requests for additional financial information should be addressed to the 
City’s Finance Officer at The City of Minneapolis, 350 South Fifth Street, Minneapolis, Minnesota, 55415. The annual 
financial report is also available online at www.minneapolismn.gov 
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STATEMENT OF NET POSITION CITY OF MINNEAPOLIS, MINNESOTA
December 31, 2012 (In Thousands)

Governmental 
Activities

Business-type 
Activities Total

Discrete 
Component Units Total

ASSETS
Cash and cash equivalents 453,513$             108,092$             561,605$              23,952$                585,557$              
Deposits with fiscal agents 43                         -                       43                         -                        43                         
Investments with trustees 3,246                    39,396                 42,642                  -                        42,642                  
Receivables (net) 104,124               28,977                 133,101                8,023                    141,124                
Loans receivable from component unit 2,020                    -                       2,020                    -                        2,020                    
Due from other governmental agencies 43,145                 253                       43,398                  689                       44,087                  
Capital leases 235                       3,630                    3,865                    -                        3,865                    
Prepaids and other assets 894                       169                       1,063                    201                       1,264                    
Inventories 5,576                    5,943                    11,519                  138                       11,657                  
Internal Balances 19,747                 (19,747)                -                        -                        -                        
Long-term portion of loans and notes receivable -                       345                       345                       -                        345                       
Long-term portion of loans due from component unit 4,040                    -                       4,040                    -                        4,040                    
Long-term portion of capital lease receivable 9,091                    80,653                 89,744                  -                        89,744                  
Long-term deferred charges 3,432                    820                       4,252                    -                        4,252                    
Properties held for resale 48,446                 -                       48,446                  -                        48,446                  
Capital assets:

Nondepreciable 320,670               163,845               484,515                118,992                603,507                
Depreciable, net 817,109               802,686               1,619,795             198,156                1,817,951             

Total assets 1,835,331$          1,215,062$          3,050,393$           350,151$              3,400,544$           

LIABILITIES
Accrued salaries and benefits 8,254$                 920$                     9,174$                  1,508$                  10,682$                
Accounts payable 18,517                 13,534                 32,051                  3,190                    35,241                  
Interest payable 2,497                    1,804                    4,301                    112                       4,413                    
Unpaid claims payable -                       -                       -                        3,372                    3,372                    
Loans payable to primary government -                       -                       -                        2,020                    2,020                    
Due to other governmental agencies 11                         359                       370                       -                        370                       
Unearned revenue 17,629                 1,146                    18,775                  427                       19,202                  
Deposits held for others 4,793                    7,140                    11,933                  2                           11,935                  
Long-term interest payable -                       5,295                    5,295                    -                        5,295                    
Compensated absences:

Due within one year 16,744                 797                       17,541                  2,720                    20,261                  
Due beyond one year 15,304                 1,861                    17,165                  1,787                    18,952                  

Other postemployment benefits - due beyond one year 19,919                 2,919                    22,838                  3,284                    26,122                  
Long-term portion of loan payable 

to primary government -                       -                       -                        4,040                    4,040                    
Long-term liabilities:

Due within one year 67,603                 35,320                 102,923                1,424                    104,347                
Due beyond one year 532,946               327,778               860,724                2,059                    862,783                

Total liabilities 704,217               398,873               1,103,090             25,945                  1,129,035             

NET POSITION
Net investment in capital assets 798,704               694,243               1,492,947             313,851                1,806,798             
Restricted:
   Debt service 44,499                 33,616                 78,115                  -                        78,115                  
   Community & economic development 146,714               -                       146,714                -                        146,714                
   Law enforcement 887                       -                       887                       -                        887                       
   Grants 1,007                    -                       1,007                    -                        1,007                    
   Capital improvements -                       -                       -                        502                       502                       
   Project and grant programs -                       -                       -                        271                       271                       
   Special trust -                       -                       -                        94                         94                         
   Special reserves -                       -                       -                        4,154                    4,154                    
Unrestricted 139,303               88,330                 227,633                5,334                    232,967                

Total net position 1,131,114            816,189               1,947,303             324,206                2,271,509             

Total liabilities and net position 1,835,331$          1,215,062$          3,050,393$           350,151$              3,400,544$           

The notes to the financial statements are an integral part of this statement.

Primary Government
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Reconciliation of the Governmental Funds Balance Sheet to the CITY OF MINNEAPOLIS, MINNESOTA
Government-Wide Statement of Net Position - Governmental Activities
December 31, 2012 (In Thousands)

Fund balances - total governmental funds 443,383$                           

Amounts reported for governmental activities in the statement of net assets are 
     different because:

Capital assets used in governmental activities are not financial resources and, therefore, are not 
reported in the governmental funds.

Non-Depreciable 286,551                            
Depreciable 1,316,209                         
Accumulated Depreciation (577,648)                           1,025,112                         

Capital Lease Receivable for parking ramp 9,326                                

Other long-term assets are not available to pay for current-period expenditures 
     and, therefore, are deferred in the governmental funds, primarily deferred
     special assessments. 105,245                            

Internal service funds are used by management to charge the costs of 
     engineering materials and testing, intergovernmental services, property 
     services, permanent improvement equipment, public works stores, and,
     self-insurance. 97,158                              

 
Receivable from business-type funds for internal service fund activity. 19,587                              

 
Accruals to record an accounts receivable allowance, interest receivable on loans and notes, and an 
adjustment to loans and notes receivable balances. (4,591)                               

Long-term liabilities, including bonds payable, are not due and payable in the current period and, 
therefore, are not reported in the governmental funds.

Bonds and Notes payable and any related unamortized premiums/discounts (513,827)                           
Other postemployment benefits payable (17,623)                             
Operating and Capital leases payable (120)                                 
Bond Interest Payable (2,419)                               
Compensated Absences (30,117)                             (564,106)                           

Net position of governmental activities 1,131,114$                        

The notes to the financial statements are an integral part of this statement.
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Reconciliation of the Statement of Revenues, Expenditures, CITY OF MINNEAPOLIS, MINNESOTA
and Changes in Fund Balances of Governmental Funds to the 
Statement of Activities - Governmental Activities
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Net increase (decrease) in fund balances - total governmental funds 12,420$                            

Amounts reported for governmental activities in the statement of activities are
     different because:

Interest revenue that is not recorded within the fund level statements. (305)

Loan C program revenue is not recorded within the fund level statements. 1,765

Internal service funds are used by management to charge the costs of certain activities to 
individual funds.  The net expense of certain activities of the internal service funds is reported with 
governmental activities with amounts related to business type activities shown as an internal 
balance. 10,598                              

Transfers from business-type funds for internal service fund activity. 61

Governmental funds report capital outlay as expenditures.  However, in the 
     statement of activities, the cost of those assets is allocated over their 
     estimated useful lives and reported as depreciation expense.

Expenditures for general capital assets, infrastructure, and other related 
     capital assets: 76,977                              
Less loss on retirement of capital assets (840)                                 
Less current year depreciation (30,397)                            

Revenues and expenses in the statement of activities that do not provide current financial resources 
are not reported as revenues and expenses in the funds. 1,762                                

Repayment of debt principal is an expenditure in the governmental funds, but the 
     repayment reduces long-term liabilities in the statement of net assets:

Bonds Principal Payments 149,672                            
Bond Proceeds (69,721)                             79,951                              

Some expenses reported in the statement of activities do not require the use of 
     current financial resources and, therefore, are not reported as expenditures in 
     governmental funds:

Change in accrued interest payable 5,649                                
Change in other postemployment benefits payable (4,351)                               
Change in compensated absences 293                                   1,591                                

Increase (decrease) in net position of governmental activities 153,583$                          

The notes to the financial statements are an integral part of this statement.
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PROPRIETARY FUNDS CITY OF MINNEAPOLIS, MINNESOTA
STATEMENT OF NET POSITION
December 31, 2012 (In Thousands)

Governmental
Water Activities

Treatment Community
and Solid Waste Planning Internal

Sanitary Distribution Municipal and and Economic Service
Sewer Stormwater Services Parking Recycling Development Total Funds

ASSETS
Current assets:

Cash and cash equivalents 20,018$            37,409$            19,066$            7,729$              23,856$            14$                   108,092$         84,950$            
Investments with trustees -                    -                    -                    -                    -                    39,396              39,396              -                    
Receivables:

Accounts - net 3,951                3,616                4,524                3,231                2,873                29                     18,224              123                   
Special assessments: -                    

Current 79                     215                   808                   1                       104                   -                    1,207                -                    
Delinquent 27                     59                     176                   6                       34                     -                    302                   -                    
Deferred -                    129                   1,319                7,608                -                    -                    9,056                -                    

Intergovernmental -                    205                   35                     -                    13                     -                    253                   36                     
Loans -                    -                    -                    -                    -                    150                   150                   -                    
Notes -                    -                    -                    -                    -                    -                    -                    4,591                
Accrued interest -                    -                    -                    -                    -                    38                     38                     -                    

Capital leases -                    -                    -                    -                    -                    3,630                3,630                -                    
Due from other funds -                    -                    -                    -                    -                    -                    -                    223                   
Inventories -                    -                    4,206                -                    1,737                -                    5,943                5,576                
Properties held for resale -                    -                    -                    -                    -                    -                    -                    433                   
Prepaid items 161                   8                       -                    -                    -                    -                    169                   785                   

Total current assets 24,236              41,641              30,134              18,575              28,617              43,257              186,460            96,717              

Long-term assets:
Receivables:

Loans -                    -                    -                    -                    -                    345                   345                   -                    
Capital leases -                    -                    -                    -                    -                    80,653              80,653              -                    
Deferred charges 12                     16                     22                     770                   -                    -                    820                   115                   
Capital assets: -                    

      Nondepreciable
        Land, leaseholds and easements 1                       7,211                2,993                112,452            1,877                3,848                128,382            23,007              
        Construction in progress 6,879                13,053              13,389              1,394                748                   -                    35,463              11,112              
      Depreciable
        Buildings and structures -                    -                    222,658            281,284            2,047                12,743              518,732            55,649              
        Less accumulated depreciation -                    -                    (64,190)            (112,833)          (2,034)              (10,803)            (189,860)          (28,731)            
        Public improvements 148,400            358,315            155,190            7,654                -                    -                    669,559            3,056                
        Less accumulated depreciation (57,440)            (102,078)          (68,566)            (357)                 -                    -                    (228,441)          (2,907)              
        Machinery and equipment 1,257                1,512                32,881              4,935                13,664              393                   54,642              86,049              
        Less accumulated depreciation (1,143)              (1,345)              (5,931)              (3,549)              (9,602)              (393)                 (21,963)            (55,571)            
        Computer equipment 10                     193                   124                   1,041                178                   -                    1,546                68,070              
        Less accumulated depreciation (10)                   (193)                 (109)                 (1,041)              (178)                 -                    (1,531)              (59,947)            
        Software -                    1,488                277                   130                   955                   -                    2,850                49,511              
        Less accumulated depreciation -                    (1,488)              (277)                 (130)                 (955)                 -                    (2,850)              (36,631)            
        Other capital outlay -                    -                    19                     15                     -                    -                    34                     50                     
        Less accumulated depreciation -                    -                    (19)                   (13)                   -                    -                    (32)                   (50)                   

Total long-term assets 97,966              276,684            288,461            291,752            6,700                86,786              1,048,349        112,782            

Total assets 122,202$         318,325$         318,595$         310,327$         35,317$            130,043$         1,234,809$      209,499$         

Business-type Activities - Enterprise Funds
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PROPRIETARY FUNDS CITY OF MINNEAPOLIS, MINNESOTA
STATEMENT OF NET POSITION (Continued)
December 31, 2012 (In Thousands)

Governmental
Activities

Water
Treatment Community

and Solid Waste Planning Internal
Sanitary Distribution Municipal and and Economic Service

Sewer Stormwater Services Parking Recycling Development Total Funds
LIABILITIES

Current liabilities:
Salaries payable 97$                   125$                 373$                 92$                   221$                 12.00$              920$                 782$                 
Accounts payable 2,085                882                   1,426                5,989                3,122                30                     13,534              5,293                
Intergovernmental payable -                    5                       3                       18                     333                   -                    359                   5                       
Due to other funds -                    -                    -                    -                    -                    150                   150                   165                   
Deposits held for others 2                       1                       825                   1,841                1                       4,470                7,140                20                     
Advances from other funds -                    -                    -                    -                    -                    10                     10                     -                    
Interest payable 40                     42                     927                   392                   -                    403                   1,804                78                     
Unearned revenue -                    -                    -                    -                    63                     1,083                1,146                12,236              
Bonds payable-current portion 4,150                6,650                2,201                14,629              -                    3,630                31,260              4,960                
Notes payable-current portion -                    162                   3,781                -                    -                    117                   4,060                -                    
Compensated absences payable-current portion 76                     112                   371                   69                     165                   4                       797                   579                   
Unpaid claims payable-current portion -                    -                    -                    -                    -                    -                    -                    8,552                

Total current liabilities 6,450                7,979                9,907                23,030              3,905                9,909                61,180              32,670              

Long-term liabilities:
Interest payable -                    1,467                2,128                1,700                -                    -                    5,295                -                    
Bonds payable 7,400                7,971                22,070              81,051              -                    81,625              200,117            24,220              
Unamortized premium (discounts) 553                   493                   1,157                2,693                -                    -                    4,896                1,075                
Advances from other funds -                    -                    -                    -                    -                    -                    -                    6,250                
Notes payable -                    -                    84,075              38,650              -                    40                     122,765            -                    
Compensated absences payable 178                   261                   865                   161                   385                   11                     1,861                1,352                
Other postemployment benefits 159                   559                   1,207                286                   708                   -                    2,919                2,296                
Unpaid claims payable -                    -                    -                    -                    -                    -                    -                    44,478              

Total long-term liabilities 8,290                10,751              111,502            124,541            1,093                81,676              337,853            79,671              

Total liabilities 14,740              18,730              121,409            147,571            4,998                91,585              399,033            112,341            

NET POSITION
Net investment in capital assets 86,688              265,578            175,155            154,334            6,700                5,788                694,243            83,568              
Restricted - debt service -                    -                    -                    -                    -                    33,616              33,616              -                    
Unrestricted 20,774              34,017              22,031              8,422                23,619              (946)                 107,917            13,590              

Total net position 107,462            299,595            197,186            162,756            30,319              38,458              835,776            97,158              

Total liabilities and net position 122,202$         318,325$         318,595$         310,327$         35,317$            130,043$         1,234,809$      209,499$         

Net position - total enterprise funds 835,776$         

(19,587)            

Net position of business-type activites 816,189$         

 Some amounts reported for business-type  activities in the statement of net 
assets are different because certain internal service fund assets and 
liabilities are included with business-type activities. 

Business-type Activities - Enterprise Funds
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PROPRIETARY FUNDS CITY OF MINNEAPOLIS, MINNESOTA
STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Governmental
Water Activities

Treatment Community
and Solid Waste Planning Internal

Sanitary Distribution Municipal and and Economic Service
 Sewer Stormwater Services Parking Recycling Development Total Funds
Operating revenues:

Licenses and permits 188$              -$               44$                317$                -$               -$               549$              -$                   
Intergovernmental revenues -                 1,538             428                -                   -                 -                 1,966             12                      
Charges for services and sales 62,045           38,383           74,765           53,696             31,001           2,239             262,129         78,590               
Special assessments 94                  965                1,204             -                   266                -                 2,529             -                     
Interest -                 -                 -                 -                   -                 5,199             5,199             -                     
Rents and commissions -                 -                 -                 2                      -                 -                 2                    33,863               

Total operating revenues 62,327           40,886           76,441           54,015             31,267           7,438             272,374         112,465             

Operating expenses:
Personnel costs 3,751             5,491             17,768           3,915               10,095           254                41,274           37,475               
Contractual services 15,822           12,983           17,498           29,476             18,959           2,153             96,891           42,615               
Materials, supplies, services and other 32,346           3,117             12,025           6,470               1,687             7                    55,652           15,177               
Rent -                 -                 130                -                   -                 -                 130                1,462                 
Depreciation 1,358             4,079             10,551           6,905               665                347                23,905           19,869               

Total operating expenses 53,277           25,670           57,972           46,766             31,406           2,761             217,852         116,598             

Operating income (loss)    9,050             15,216           18,469           7,249               (139)               4,677             54,522           (4,133)                

Non-operating revenues (expenses):
Intergovernmental -                 919                14                  -                   875                -                 1,808             -                     
Interest revenue -                 -                 -                 -                   -                 87                  87                  -                     
Interest expense (295)               (329)               (3,304)            (4,498)              -                 (5,114)            (13,540)          (680)                   
Gain (loss) on disposal of capital assets 19                  16                  -                 -                   19                  -                 54                  233                    
Special assessments -                 -                 -                 57                    -                 -                 57                  -                     
Other revenues -                 -                 46                  10                    -                 -                 56                  1,883                 

Total non-operating revenues (expenses) (276)               606                (3,244)            (4,431)              894                (5,027)            (11,478)          1,436                 

Income (loss) before contributions and transfers 8,774             15,822           15,225           2,818               755                (350)               43,044           (2,697)                

Capital contributions -                 -                 -                 370                  -                 -                 370                1,762                 
Transfers in (out):

Transfers from other funds -                 151                994                13,799             296                400                15,640           19,077               
Transfers to other funds (2,150)            (1,245)            (4,992)            (11,429)            (1,271)            (1,381)            (22,468)          (5,782)                

Total transfers (2,150)            (1,094)            (3,998)            2,370               (975)               (981)               (6,828)            13,295               

Change in net position 6,624             14,728           11,227           5,558               (220)               (1,331)            36,586           12,360               

Net position - January 1, restated (see Note 1-N) 100,838         284,867         185,959         157,198           30,539           39,789           799,190         84,798               

Net position - December 31 107,462$       299,595$       197,186$       162,756$         30,319$         38,458$         835,776$       97,158$             

Some amounts reported for business-type 
  activities in the statement of activities are
  different because the net revenue (expense)
  of certain internal service funds is reported 
  with business-type activities. (61)                 

Change in net assets of business-type activities 36,525$         

The notes to the financial statements are an integral part of this statement.
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PROPRIETARY FUNDS CITY OF MINNEAPOLIS, MINNESOTA
STATEMENT OF CASH FLOWS
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Governmental
Water Activities

Treatment Community
and Solid Waste Planning Internal

Sanitary Distribution Municipal and and Economic Service
Sewer Stormwater Services Parking Recycling Development Total Funds

Cash flows from operating activities:
  Cash received from customers and users 61,573$         39,067$         76,713$         53,540$           31,455$         14,358$         276,706$       115,821$            
  Intergovernmental receipts -                 2,026             767                -                   -                 -                 2,793             -                      
  Loans issued -                 -                 -                 -                   -                 (522)               (522)               -                      
  Payments to suppliers and users (48,276)          (15,941)          (30,523)          (32,043)            (18,374)          (2,782)            (147,939)        (57,060)               
  Payments to employees (3,664)            (5,398)            (17,459)          (3,850)              (9,873)            (240)               (40,484)          (37,232)               
  Other non-operating revenues -                 -                 46                   -                   -                 -                 46                   1,328                  

    Net cash provided (used) by operating activities 9,633             19,754           29,544           17,647              3,208             10,814           90,600           22,857                

Cash flows from non-capital financing activities:
 Subsidies from federal and local grants -                 -                 14                   -                   -                 -                 14                   -                      
 Transfers from other funds -                 151                994                13,799              296                400                15,640           19,077                
  Principal paid on bonds and notes -                 -                 -                 -                   -                 (6,883)            (6,883)            -                      
  Interest paid on bonds and notes -                 -                 -                 -                   -                 (5,145)            (5,145)            -                      
  Transfers to other funds (2,150)            (1,245)            (4,992)            (11,429)            (1,271)            (1,381)            (22,468)          (5,782)                 
  Intergovernmental -                 919                -                 -                   875                -                 1,794             -                      
  Other non-operating revenues -                 -                 -                 10                     -                 -                 10                   -                      
  Repayment of advances from other funds -                 -                 -                 -                   -                 -                 -                 (1,500)                 
    Net cash provided (used) by
      non-capital financing activities (2,150)            (175)               (3,984)            2,380                (100)               (13,009)          (17,038)          11,795                

Cash Flows from capital and
  related financing activities:
  Bonds issued 1,750             5,400             -                 1,900                -                 -                 9,050             1,275                  
  Refunding bonds issued -                 -                 -                 22,060              -                 -                 22,060           1,500                  
  Notes issued -                 452                151                38,650              -                 -                 39,253           -                      
  Principal paid on bonds (4,600)            (6,265)            (2,250)            (77,480)            -                 -                 (90,595)          (13,660)               
  Interest paid on bonds (514)               (1,136)            (4,476)            (5,076)              -                 -                 (11,202)          (1,051)                 
  Premium (discount) 46                   143                -                 313                   -                 -                 502                (171)                    
  Principal paid on notes -                 (290)               (3,546)            -                   -                 -                 (3,836)            -                      
  Interest paid on notes -                 -                 -                 (223)                 -                 -                 (223)               -                      
  Special assessments -                 -                 -                 602                   -                 -                 602                -                      
  Acquisition and construction of capital assets (4,932)            (7,068)            (11,531)          (4,368)              (1,643)            -                 (29,542)          (12,173)               
  Bond issuance costs (3)                   (10)                 -                 (325)                 -                 -                 (338)               (31)                      
  Proceeds from sale of capital assets 19                   16                   -                 19                   -                 54                   484                     
  Contributions from other funds -                 -                 -                 -                   -                 -                 555                     

   Net cash provided (used) by capital and 
     related financing activities (8,234)            (8,758)            (21,652)          (23,947)            (1,624)            -                 (64,215)          (23,272)               

Cash flows from investing activities:
   Purchase of investments -                 -                 -                 -                   -                 (1,888)            (1,888)            -                      
   Sale of investments -                 -                 -                 -                   -                 3,961             3,961             -                      
   Interest -                 -                 -                 -                   -                 116                116                -                      

    Net cash provided (used) by investing activities -                 -                 -                 -                   -                 2,189             2,189             -                      

Net increase (decrease) in cash and cash equivalents (751)               10,821           3,908             (3,920)              1,484             (6)                   11,536           11,380                

Cash and cash equivalents, beginning of year 20,769           26,588           15,158           11,649              22,372           20                   96,556           73,570                

Cash and cash equivalents, end of year 20,018$         37,409$         19,066$         7,729$              23,856$         14$                108,092$       84,950$              

 Reconciliation of operating income to net cash 
   provided (used) by operating activities 
  Operating income (loss) 9,050$           15,216$         18,469$         7,249$              (139)$             4,677$           54,522$         (4,133)$               

   Adjustment to reconcile change in net assets 
     to net cash provided (used) by operating activities: 
  Depreciation 1,358             4,079             10,551           6,905                665                347                23,905           19,869                
  Accounts receivable (net) (861)               (86)                 135                (482)                 (36)                 203                (1,127)            62                       
  Intergovernmental receivable -                 488                338                -                   113                -                 939                150                     
  Loans receivable -                 -                 -                 -                   -                 229                229                -                      
  Notes receivable -                 -                 -                 -                   -                 -                 -                 1,284                  
  Special assessments receivable 126                85                   (260)               -                   117                -                 68                   -                      
  Capital lease receivable -                 -                 -                 -                   -                 6,208             6,208             -                      
  Inventories -                 -                 522                -                   (170)               -                 352                (127)                    
  Prepaid items (161)               (8)                   -                 -                   -                 -                 (169)               249                     
  Due from other funds -                 -                 -                 -                   -                 -                 -                 807                     
  Salaries payable 22                   (22)                 -                 4                       44                   12                   60                   33                       
  Accounts payable 64                   163                (1,351)            3,888                2,109             (72)                 4,801             (17)                      
  Due to other funds -                 -                 -                 -                   -                 (550)               (550)               (865)                    
  Intergovernmental payable (10)                 4                     (41)                 15                     333                -                 301                (40)                      
  Deposits held for others (20)                 (280)               825                7                       (4)                   (130)               398                -                      
  Unearned revenue -                 -                 -                 -                   (1)                   (112)               (113)               1,067                  
  Compensated absences payable 39                   (29)                 27                   (8)                      2                     2                     33                   (331)                    
  Other postemployment benefits 26                   144                283                69                     175                -                 697                541                     
  Unpaid claims -                 -                 -                 -                   -                 -                 -                 2,980                  
  Other non-operating revenues -                 -                 46                   -                   -                 -                 46                   1,328                  
    Net cash provided (used) by operating activities 9,633$           19,754$         29,544$         17,647$           3,208$           10,814$         90,600$         22,857$              

Non-cash investing, capital and financing activities:

Gain (Loss) on disposal of capital assets -$               -$               -$               -$                 -$               -$               -$               (251)$                  
Capitalization of interest on construction in progress -                 136                177                -                   -                 -                 313                -                      
Capital contribution -                 -                 -                 370                   -                 -                 370                1,762                  

Business-type Activities - Enterprise Funds
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STATEMENT OF FIDUCIARY NET POSITION CITY OF MINNEAPOLIS, MINNESOTA
FIDUCIARY FUNDS 
December 31, 2012 (In Thousands)

Agency
Funds

ASSETS 
Cash and cash equivalents 7,566$                     
Receivables:
   Accounts-net 721                          

Total assets 8,287$                     

LIABILITIES 
Accounts payable 1,849$                     
Intergovernmental payable 6,316                       
Deposits held for others 122                          

Total liabilities 8,287$                     
   

The notes to the financial statements are an integral part of this statement.
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COMBINING STATEMENT OF NET POSITION CITY OF MINNEAPOLIS, MINNESOTA
DISCRETE COMPONENT UNITS
December 31, 2012 (In Thousands)

Municipal
Building Meet Total Discrete

Park Board Commission Minneapolis Component Units
ASSETS

Cash and investments 21,855$                  1,044$                    1,053$                    23,952$                  
Receivables (net) 7,650                      -                          373                         8,023                      
Due from other governmental agencies -                          689                         -                          689                         
Prepaids and other assets 72                           -                          129                         201                         
Inventories 138                         -                          -                          138                         
Capital assets:

Nondepreciable 107,996                  10,984                    12                           118,992                  
Depreciable, net 179,453                  18,242                    461                         198,156                  

Total assets 317,164$                30,959$                  2,028$                    350,151$                

LIABILITIES
Accrued salaries and benefits 998$                       122$                       388$                       1,508$                    
Accounts payable 2,307                      562                         321                         3,190                      
Interest payable 36                           -                          76                           112                         
Unpaid claims payable 3,372                      -                          -                          3,372                      
Loans payable to primary government -                          -                          2,020                      2,020                      
Unearned revenue -                          -                          427                         427                         
Deposits held for others -                          2                             -                          2                             
Compensated absences:

Due within one year 2,597                      123                         -                          2,720                      
Due beyond one year 1,725                      62                           -                          1,787                      

Other postemployment benefits - due beyond one year 3,012                      272                         -                          3,284                      
Long -term portion of loan payable -

Due to primary government -                          -                          4,040                      4,040                      
Long-term liabilities:

Due within one year 1,370                      -                          54                           1,424                      
Due beyond one year 1,745                      -                          314                         2,059                      

Total liabilities 17,162                    1,143                      7,640                      25,945                    

NET POSITION
Net investment in capital assets 284,334                  29,226                    291                         313,851                  
Restricted 
   Capital improvements 502                         -                          -                          502                         
   Project and grant programs 271                         -                          -                          271                         
   Special trust 94                           -                          -                          94                           
   Special reserves 4,154                      -                          -                          4,154                      
Unrestricted 10,647                    590                         (5,903)                     5,334                      

Total net position 300,002                  29,816                    (5,612)                     324,206                  

Total liabilities and net position 317,164$                30,959$                  2,028$                    350,151$                

The notes to the financial statements are an integral part of this statement.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the City of Minneapolis (City) have been prepared in conformity with Generally Accepted 
Accounting Principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) is 
the accepted standard-setting body for establishing governmental accounting and financial reporting principles.  The more 
significant of the City's accounting policies are described below. 

A - REPORTING ENTITY 

The City is a municipal corporation governed by a Mayor-Council form of government.  It was incorporated in 1867, and it 
adopted a Charter on November 2, 1920.  The Mayor and 13 City Council Members from individual wards are elected for 
terms of four years without limit on the number of terms that may be served.  The Mayor and City Council are jointly 
responsible for the annual preparation of a budget and a five-year capital improvement program.  The Mayor has veto power, 
which the Council may override with a vote of nine members. The City employs a Finance Officer who is charged with 
maintaining and supervising the various accounts and funds of the City as well as several boards and commissions. 
 
As required by GAAP, the basic financial statements present the reporting entity which consists of the primary government, 
organizations for which the primary government is financially accountable and other organizations for which the nature and 
significance of their relationship with the primary government are such that exclusion could cause the City's basic financial 
statements to be misleading or incomplete. 

BLENDED COMPONENT UNIT 

The following component unit has been presented as a blended component unit because the component unit's governing body 
is substantially the same as the governing body of the City, or the component unit provides services almost entirely to the 
primary government.   

 Board of Estimate and Taxation 

The Board of Estimate and Taxation (BET) is established under Chapter 15 of the City Charter.  It is composed of 
seven members, two of whom are elected by voters of the City.  The Mayor, or the Mayor's appointee, the President 
of the City Council, and the Chair of the City Council's Ways and Means/Budget Committee are ex-officio members 
of the board.  The Minneapolis Park and Recreation Board annually selects one of its members to serve on the Board 
of Estimate and Taxation.  By action of the City Council, or such other governing board of a department requesting 
the sale of bonds, the Board of Estimate and Taxation may vote to incur indebtedness and issue and sell bonds and 
pledge the full faith and credit of the City for payment of principal and interest.  The Board of Estimate and Taxation 
also establishes the maximum property tax levies for most City funds.  

 
DISCRETELY PRESENTED COMPONENT UNITS 
 
The component unit column in the government-wide financial statements includes the financial data of the City's other 
component units.  The units are reported in a separate column to emphasize that they are legally separate from the City but 
are included because the primary government is financially accountable and is able to impose its will on the organizations.  
These units subscribe to the accounting policies and procedures of the primary government. 

 Minneapolis Park and Recreation Board 

The Minneapolis Park and Recreation Board (Park Board) was established according to Chapter 16 of the City 
Charter.  The nine-member board is elected by the voters of the City and is responsible for developing and 
maintaining parkland and parkways as well as planting and maintaining the City's boulevard trees.  The Mayor 
recommends the tax levies and budget for the Park Board, and the City Council and Mayor approve the allocation of 
the state’s local government aid for Park Board operations.  All Park Board actions are submitted to the Mayor and a 
mayoral veto may be overridden by a vote of two thirds of the members of the Park Board.  The Board of Estimate 
and Taxation approves the maximum property tax levy for the Park Board, and the full faith and credit of the City 
secures debt issued for Park Board projects.  The City Finance Officer acts as Treasurer of the Park Board.  The  
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
DISCRETELY PRESENTED COMPONENT UNITS 
 
 Minneapolis Park and Recreation Board (continued) 

2011 net position was restated in 2012. The detail of this restatement can be found in Note 2 of the Minneapolis 
Park and Recreation Board financial statements. Complete financial statements for the Park Board can be obtained 
from the Minneapolis Park and Recreation Board at 2117 West River Road, Minneapolis, Minnesota, 55411. 

 Municipal Building Commission 

The Municipal Building Commission (MBC) is an organization established January 4, 1904, by the State of 
Minnesota, to operate and maintain the City Hall/County Court House Building, which was erected pursuant to 
Chapter 395 of the Special Laws of 1887.  The four commissioners are, the Chairman of the Hennepin County Board 
of Commissioners, the Mayor of the City of Minneapolis, an appointee of the Hennepin County Board, and an 
appointee of the Minneapolis City Council.  The Mayor recommends the tax levy and budget for the City's share of 
the MBC's operations and the City Council and Mayor approve the allocation of the state’s local governmental aid to 
the MBC. The MBC does not issue separate financial statements. 

 Meet Minneapolis 

Greater Minneapolis Convention and Visitors Association was incorporated on July 29, 1987.  Greater Minneapolis 
Convention and Visitors Association (d.b.a. Meet Minneapolis) and its subsidiary, Internet Destination Sales System, 
Inc. (hereinafter collectively the “Association”) comprise the reporting entity for Meet Minneapolis. The Association 
was organized to promote the City of Minneapolis (the City) as a major destination for conventions and visitor travel, 
and to achieve maximum utilization of the Minneapolis Convention Center. Toward this purpose, the Association 
receives funding through annual contracts with the City and the state of Minnesota.  The Association is a nonprofit 
corporation under Section 501 (c) (6) of the Internal Revenue Code. Complete financial statements for Meet 
Minneapolis and Subsidiary can be obtained from Meet Minneapolis at 250 Marquette Avenue South, Suite 1300, 
Minneapolis, Minnesota 55401. 

RELATED ORGANIZATIONS 

The City's officials are also responsible for appointing members of the boards of other organizations, but the City's 
accountability for these organizations does not extend beyond making the appointments.  The following organizations are 
related organizations, which have not been included in the reporting entity: 
 
 Minnesota Sports Facilities Authority 

On May 14, 2012 Governor Mark Dayton signed into law a stadium bill which provides for construction and 
operation of a new National Football League stadium to be located on the Metrodome site. The bill established a new 
Minnesota Sports Facilities Authority (MSFA) and required that members be appointed within 30 days, the bill also 
required the Metropolitan Sports Facilities Commission (MSFC) transfer its assets, liabilities, and obligations to the 
MSFA within 90 days and then abolish MSFC.  The City is obligated to provide funding to build and maintain the 
new stadium. 

 
The MSFA is charged with the design, construction and operation of the new multi-purpose stadium. The MSFA 
consists of five members. Three authority members, including the chair, are appointed by the governor. Two 
authority members are appointed by the City of Minneapolis. Complete financial statements for the Commission can 
be obtained from the Minnesota Sports Facilities Authority at 900 South Fifth Street, Minneapolis, Minnesota, 
55415-1903. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
RELATED ORGANIZATIONS (continued) 

 Minneapolis Public Housing Authority 

The Minneapolis Public Housing Authority (MPHA) is the public agency responsible for administering public 
housing and Section 8 rental assistance programs for eligible individuals and families in Minneapolis.  A nine- 
member Board of Commissioners governs MPHA.  The Mayor of Minneapolis appoints the Board Chairperson and 
four Commissioners and four Commissioners (one of whom must be a public housing family development resident) 
are appointed by the City Council. 
 
The mission of the MPHA is to provide well-managed high-quality housing for eligible families and individuals; to 
increase the supply of affordable rental housing; and to assist public housing residents in realizing goals of economic 
independence and self-sufficiency.  Complete financial statements for the MPHA can be obtained from the 
Minneapolis Public Housing Authority at 1001 Washington Avenue North, Minneapolis, Minnesota, 55401-1043. 

JOINT VENTURES 

The City is a participant in several joint ventures in which it retains an ongoing financial interest or an ongoing financial 
responsibility. 
 
• Minneapolis/Saint Paul Housing Finance Board 
 

The Minneapolis/Saint Paul Housing Finance Board was established in accordance with a Joint Powers Agreement 
entered into between the Housing and Redevelopment Authority of the City of Saint Paul and the City of Minneapolis 
and accepted by both cities under State of Minnesota laws.  The City of Minneapolis oversight responsibility of the 
Board is limited to its governing body's ability to appoint only three of the six members of the Board.  The territorial 
jurisdiction of the Board extends beyond the corporate limits of the City of Minneapolis.  The percentage share of the 
City in the Board's assets, liabilities and equity cannot be determined at fiscal year-end.  Complete financial 
statements for the Minneapolis/Saint Paul Housing Finance Board can be obtained from the City of Minneapolis 
CPED office at Suite 700, Crown Roller Mill, 105 Fifth Avenue South, Minneapolis, Minnesota 55401-2534. 

 
•    Minneapolis Youth Coordinating Board 
 

The Minneapolis Youth Coordinating Board (YCB) was established in accordance with a Joint Powers Agreement 
entered into between the Hennepin County Board of Commissioners, the Board of Directors of Special School 
District No. 1, the Park Board, the Mayor and the City Council under authority of State of Minnesota laws.  The 
YCB, which numbers 10 in size, includes the Mayor, two members each from the Hennepin County Board of 
Commissioners and the Board of Directors of Special School District No. 1, two representatives from the City 
Council, one member from the Park Board, the Hennepin County Attorney, and a Judge assigned by the Chief Judge 
of the District Court.  The percentage of each jurisdiction's share in the YCB’s assets, liabilities and equity cannot be 
determined at fiscal year-end. Complete financial statements for the YCB can be obtained from the Minneapolis 
Youth Coordinating Board at the Towle Building, 330 2nd Avenue South, Room 540, Minneapolis, Minnesota 
55401. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
B – BASIS OF PRESENTATION  
                                                                                                                                                                                                   
GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 
The statement of net position and statement of activities display information about the primary government (the City) and its 
component units using the economic resources measurement focus and the accrual basis of accounting. In GASB 63 the 
statement of position takes the place of the Statement of Net Assets. Net Position = ([assets + deferred outflows of resources] 
– [liabilities + deferred inflows of resources]). These statements include the financial activities of the overall government, 
except for fiduciary activities.  Eliminations have been made to minimize the double counting of internal activities.  These 
statements distinguish between governmental and business-type activities of the City and between the City and its discretely 
presented component units.  Governmental activities, which normally are supported by taxes and intergovernmental 
revenues, are reported separately from business-type activities, which rely, to a significant extent on fees charged to external 
parties. 
 
The statement of activities presents a comparison between direct expenses and program revenues for each segment of the 
business-type activities of the City and for each function of the City’s governmental activities.  Direct expenses are those that 
are specifically associated with a program or function, and therefore, are clearly identifiable to a particular function.  Program 
revenues include 1) charges paid by the recipients of goods and services offered by the programs and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular program.  Revenues not 
classified as program revenues, including all taxes, are presented as general revenues. 
 
When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted resources first, 
then unrestricted resources as they are needed. 

FUND FINANCIAL STATEMENTS 

The accounts of the City are organized and operated on the basis of funds.  A fund is an independent fiscal and accounting 
entity with a self-balancing set of accounts.  Fund accounting segregates funds according to their intended purpose and is 
used to aid management in demonstrating compliance with finance-related legal and contractual provisions.  The minimum 
number of funds is maintained consistent with legal and managerial requirements.   
 
The fund financial statements provide information about the City’s funds.  Funds are classified into three categories: 
Governmental, Proprietary, and Fiduciary, each category is divided into separate fund types.  The emphasis of fund financial 
statements is on major governmental and enterprise funds, each displayed in a separate column.  All remaining governmental 
and enterprise funds are separately aggregated and reported as non-major funds. 
 
Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with the 
principal activity of the fund.  Exchange transactions are those in which each party receives and gives up essentially equal 
values.  Nonoperating revenues, such as subsidies and investment earnings, result from nonexchange transactions or ancillary 
activities. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
B – BASIS OF PRESENTATION  
 
GOVERNMENTAL FUNDS  
 
All governmental funds are reported using the current financial resources measurement focus and are accounted for using the 
modified accrual basis of accounting.  Their revenues are recognized when they become measurable and available as net 
current assets.  For this purpose, the City considers revenues to be available if they are collected within 60 days of the end of 
the current fiscal period.  Tax revenues are recognized in the year for which the taxes are levied.  Property tax levies are 
approved and certified to the County in December prior to the year collectible.  The County acts as a collection agency.  Such 
tax levies constitute a lien on the property on January 1st of the year collectible.  Taxes are payable to the County in two 
installments by the fifteenth day of May and the fifteenth day of October.  City property taxes are recognized as revenues 
when they become measurable and available to finance expenditures of the current period.  
 
Major revenues that are determined to be susceptible to accrual include property taxes, special assessments, grants-in-aid, 
intergovernmental revenues, rentals, and Intra-city charges.  Interest on investments, short-term notes and loans receivable 
are accrued; interest on special assessments receivable is not accrued.  Major revenues that are determined not to be 
susceptible to accrual because they are not available soon enough to pay liabilities of the current period or are not objectively 
measurable include delinquent property taxes and assessments, licenses, permits, fines and forfeitures. 
 
Governmental fund expenditures are generally recognized under the modified accrual basis of accounting when the related 
fund liability is incurred, except for principal and interest on general long-term debt which is recognized when due.  
Compensated absences, which include accumulated unpaid vacation, compensatory time and severance pay, are not payable 
from expendable available financial resources, except to the extent there are available resources in the Self-Insurance Internal 
Service Fund for vested severance pay.  Compensated absences are considered expenditures when paid to employees. 
 
The accounting and reporting treatment applied to the assets and liabilities associated with a fund are determined by its 
measurement focus.  All governmental funds are accounted for on a spending, or "financial flow,” measurement focus.  This 
means that only current assets and current liabilities, as defined by GAAP, are generally included on the balance sheets.  
Reported fund balance (net current assets) is considered a measure of "available spendable resources."  Governmental fund 
operating statements present increases (revenues and other financing sources) and decreases (expenditures and other 
financing uses) in net current assets.  Accordingly, governmental funds are said to present a summary of sources and uses of 
"available spendable resources" during a period. 
 
Special reporting treatments are also applied to governmental fund inventories to indicate that the inventories do not 
represent "available spendable resources," even though they are a component of net current assets. 
 
Because of their spending measurement focus, expenditure recognition for governmental fund types is limited to exclude 
amounts represented by non-current liabilities.  Since they do not affect net current assets, long-term amounts are not 
recognized as governmental fund type expenditures or fund liabilities.  They are instead reported as liabilities in the 
government-wide statement of net position and statement of activities. 
 
The City reports the following major governmental funds: 
 
 General Fund 

The General Fund is the general operating fund of the City. It is used to account for all financial resources except 
those accounted for in another fund.  For the City, the General Fund includes such activities as public safety, public 
works, health and welfare, and general government administration. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
B – BASIS OF PRESENTATION  
 
GOVERNMENTAL FUNDS (continued) 

 Special Revenue Fund - Community Planning and Economic Development  
This fund is used to account for the activities of the Department of Community Planning and Economic Development 
(CPED).  CPED is responsible for promoting the City’s planning and community development goals in the areas of 
housing development, economic development, community planning, development services, workforce development 
and strategic partnerships. The major source of revenue is property tax increment. 

 
 Special Revenue Fund - Convention Center 

This fund is used to account for the ownership, maintenance and operations of the Minneapolis Convention Center, 
along with the proceeds of local sales and use taxes. 

 Capital Project Fund - Permanent Improvement 
This fund is used to account for capital acquisition, construction and improvement projects including bridge 
construction, sidewalk construction, street construction, the Heritage Park Project, infrastructure projects and 
property services capital projects. 

 
 Debt Service Fund - General 

This fund is used to account for debt service activity related to General Obligation governmental debt supported by 
property tax levies or transfers to/from other City funds.  Bonds paid within this fund include general infrastructure, 
library referendum and pension obligation bonds.  This fund also is used to record debt service activity for 
governmental revenue notes including Community Health, College of St. Thomas District and the Section 108 HUD 
note for the Midtown Exchange. 

 
 Debt Service Fund - Special Assessment 

This fund is used to account for debt supported by special assessments including Park Diseased Tree debt. 

PROPRIETARY FUNDS  

Proprietary funds are accounted for using the accrual basis of accounting.  Revenues are recognized when they are earned.  
Unbilled utility service receivables are recorded at year-end.  Expenses are recognized when they are incurred.  Compensated 
absences are considered expenses when they are incurred. 
 
All proprietary funds are accounted for on an economic resources management focus.  This means that all assets and all 
liabilities (whether current or non-current) associated with their activity are included on the balance sheets.  Their reported 
net positions are categorized as net investment in capital assets, restricted and unrestricted. Proprietary fund type operating 
statements present increases (revenues) and decreases (expenses) in net total position. 
 
Depreciation of all exhaustible capital assets used by proprietary funds is charged as an expense against their operations.  
Accumulated depreciation is reported on proprietary fund balance sheets.   
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

B – BASIS OF PRESENTATION  

PROPRIETARY FUNDS (continued) 

Interest is capitalized on proprietary fund assets acquired with tax-exempt debt.  The amount of interest to be capitalized is 
calculated by offsetting interest expense incurred from the date of the borrowing until completion of the project against 
interest earned on invested proceeds over the same period. 
 
Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating revenues and expenses 
generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principal 
ongoing business operations.  The principal operating revenues of the City’s enterprise and internal service funds are charges 
to customers for sales and services.  Operating expenses for the City’s enterprise funds and internal service funds include the 
cost of sales and services, administrative expenses and depreciation on capital assets.  All revenues and expenses not meeting 
this definition are reported as non-operating revenues and expenses. 
 
Enterprise Funds  

Enterprise funds are used to account for operations:  (a) that are financed and operated in a manner similar to private business 
enterprises--where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the 
governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is 
appropriate for capital maintenance, public policy, management control, accountability, or other purposes. 
 
The City reports the following major enterprise funds: 

 Sanitary Sewer Fund 
This fund is used to account for sewage fees collected from customers connected to the City’s sanitary sewer system 
and for all expenses of operating this system.  

 
 Stormwater Fund 

This fund is used to account for storm water fees collected from customers, and for the City’s street cleaning and 
other storm water management activities.   

 Water Treatment and Distribution Services Fund (Previously reported as the Water Works Fund) 
This fund is used to account for the operation, maintenance and construction projects related to the water delivery 
system.  This fund also accounts for the operations related to the billings for water, sewage and solid waste fees. 

 Municipal Parking Fund 
This fund is used to account for the operation, maintenance and construction of the City’s parking facilities as well as 
on-street parking and the Municipal Impound Lot. 

 
 Solid Waste and Recycling Fund 

This fund is used to account for the revenues and expenses for solid waste collection, disposal and recycling 
activities. 

 Community Planning and Economic Development Fund 
This fund is used to account for the enterprise fund activities of the Department of Community Planning and 
Economic Development. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
B – BASIS OF PRESENTATION (continued) 
 
NON-MAJOR FUNDS  

 
The City reports the following non-major governmental funds: 
 
Special Revenue Funds:  Debt Service Funds: 
Arena Reserve  Community Development Agency  
Board of Estimate and Taxation  Development 
HUD Consolidated Plan   
Downtown Improvement District   
Employee Retirement   
Grants-Federal   
Grants-Other 
Police 
Regulatory Services 

  

   
Additionally, the City reports the following fund types: 

 Internal Service Funds 
Internal service funds are used to account for the financing of goods or services provided by one department or 
agency to other departments or agencies of the City, or to other governments, on a cost-reimbursement basis.  The 
internal service funds used by the City include: 
   
• Engineering Materials & Testing – This fund is used to account for operations of the City’s paving products 

laboratory.  
  
• Intergovernmental Services – This fund is used to account for information technology service, central mailing 

and printing services, and the City’s telecommunication operations. 
 

• Property Services – This fund is used to account for the physical management and maintenance of various City 
buildings, except for the City Hall/County Court House building. 

 
• Equipment Services – This fund is used to account for the ownership and operation of various equipment and 

vehicles.  The fund operates as a rental agent to various departments to support the construction and 
maintenance of city infrastructure, fire protection services and police services. 

   
• Public Works Stores – This fund is used to account for centralized procurement, warehousing and distribution 

of stocked inventory items, as well as the purchase of special goods and services. 
  
• Self-Insurance – This fund is used to account for employee benefit programs and administrative costs, 

occupational health services and severance payments to employees who have retired or resigned, a tort liability 
program and a workers’ compensation program. 

 Agency Funds 
Financial statements of agency funds, which are used to account for assets held by the City as an agent for 
individuals, private organizations, other governments and/or other funds, are reported using the economic resources 
measurement focus and the accrual basis of accounting.  Agency funds assets, liabilities and net position are included 
in the fiduciary statement of net position.   
 
• The Minneapolis Agency – Used to account for collection and remittance of funds to other governments and 

agencies.  
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
B – BASIS OF PRESENTATION 
 
Agency Funds (continued) 
 

• The Skyway Debt Service Agency – Used to account for the collection and payment of funds related to the debt 
service for the skyway system.  

 
• The Youth Coordinating Board Agency – Used to account for cash deposited with the City. 

 
• The Minneapolis Public Housing Authority Agency – Used to account for cash deposited with the City. 

 
• The Joint Board Agency – Used to account for cash deposited with the City. 

 
C – BUDGETS 
 
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the general and special 
revenue funds.   
 
The 2011 process for the 2012 budget involved the following: 

January-February 

Departmental Performance Information  

City department heads bring their annual work plan and accomplishments to the Executive Committee, who then refers the 
work plan to the relevant Policy Committee for review and file. 

March  

Preliminary Year-End Budget Status Report  

The Finance & Property Services Department presents a year-end budget status report for the previous year to the Ways and 
Means/Budget Committee. This is a preliminary report because the audited Comprehensive Annual Financial Report (CAFR) 
is not available until second quarter of the year. 

March-April 

Capital Improvement Budget Development  

The City has a five-year capital improvement plan. Annually, departments prepare and modify capital improvement 
proposals. Capital improvement proposals are reviewed by the Finance & Property Services Department, the City Planning 
Department and the Capital Long-Range Improvements Committee (CLIC). CLIC is the citizen advisory committee to the 
Mayor and City Council on capital programming. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
C – BUDGETS (continued) 

April 

Preliminary Strategic Planning  

The City Council and Mayor meet for two half-day retreats to concentrate on financial and community development. The 
activities include a Strengths, Weaknesses, Opportunities and Threats (SWOT) presentation by department heads and a 
financial exercise. 

April-June 

Operating Budget Development  

Departments work in coordination with the Finance & Property Services Department to prepare department operating budget 
requests referred to as the "Current Service Level" (CSL). The Current Service Level Budget reflects the current year cost of 
providing the same level of service as provided in the prior year. In addition to preparing a Current Service Level budget, 
departments also prepare proposals which describe policy and the organizational changes with financial implications. The 
Current Service Levels and proposals form the basis for the Mayor's budget meetings with departments in June and July. 

June-August 

Mayor's Recommended Budget  

The Mayor holds departmental budget hearings to review department budget proposals, other additional policy changes, and 
alternative funding choices. In addition to reviewing operating budgets, the Mayor meets with representatives from CLIC in 
preparation of finalizing the capital budget recommendation. Following the departmental budget hearings and meetings with 
CLIC, the Mayor prepares a final budget recommendation with the assistance of the Finance & Property Services 
Department. The Mayor prepares and submits a budget to the City Council no later than August 15. The budget includes the 
Mayor's recommendation on annual property tax levy amounts.  

September 

Maximum Proposed Property Tax Levy  

As required by State law, the maximum proposed property tax levy increase is set by September 15. The Board of Estimate 
and Taxation sets the maximum property tax levy. The Board of Estimate and Taxation must set a maximum property tax 
levy for the City, Municipal Building Commission, Public Housing Authority, and Park and Recreation Board.  

September-October 

Strategic Planning  

The City Council, with assistance from the Finance & Property Services Department and leadership from the Chair of the 
Ways and Means Committee, addresses mission, goals, and key business decisions. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
C – BUDGETS (continued) 

October-November 

City Council Budget Review and Development  

The City Council holds public hearings on the budget. Departments present their Mayor Recommended Department Budgets 
to the Ways and Means/Budget Committee with all Council members present. Following departmental budget hearings, the 
Ways and Means/Budget Committee approves and moves forward a final recommended budget to the City Council. The 
Committee recommended budget includes any and all changes that are made to the Mayor's Recommended Budget. 

Truth in Taxation  

"Truth in Taxation" property tax statements are mailed by Hennepin County to property owners indicating the maximum 
amount of property taxes that the owner will be required to pay. These statements also indicate when the Truth in Taxation 
public hearings will be held, which is in early December as required by State law. 

December 

City Council Budget Adoption  

The City Council adopts a final budget that reflects any and all changes made to the Mayor's Recommended Budget. Once 
the final budget resolutions are adopted, all requests from City departments for additional funds or positions made throughout 
the year are brought before the Ways and Means/Budget Committee and City Council for approval as amendments to the 
original budget resolutions. 

The independent boards and commissions adopt their own operating budgets. 
 
The legal level of budgetary control is at the department level within a fund.  The City Coordinator’s Office and the Public 
Works Department are considered to be legal levels of budgetary control within a fund even though budgetary data is 
presented at the level of the Departments within the Coordinator’s Office and the Divisions within the Public Works 
Department.  Budgetary amendments at the department/fund level must be approved by the City Council.  Appropriations 
lapse at year-end.   
 
Purchase orders, contracts and other commitments are recorded as encumbrances, which reserve appropriation authority.  
This accounting practice is an extension of formal budgetary integration in the general and special revenue funds.   
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
C – BUDGETS (continued) 
 
Supplemental budget revisions were made during the course of the year and the effects of these revisions are summarized 
below: 
 

Expenditure 
Budget at 

beginning of 
year

Changes 
during year

Expenditure 
Budget at 

end of year

 General 343,081$        7,110$         350,191$     
 CPED Special Revenue 37,628            83,526         121,154       
 Convention Center Special Revenue 41,272            5,160           46,432         
HUD Consolidated Plan Special Revenue 16,136            9,676           25,812         

 Downtown Improvement District Special Revenue 5,800              210              6,010           
 Employee Retirement Special Revenue 22,061            8,403           30,464         
 Grants – Federal Special Revenue 15,718            27,139         42,857         
 Grants – Other Special Revenue 6,906              35,604         42,510         
 Police Special Revenue 1,832              353              2,185           

 TOTAL 490,434$        177,181$     667,615$     
 

D – NON-CURRENT GOVERNMENTAL ASSETS/LIABILITIES 

GASB Statement No. 34 eliminates the presentation of account groups, but provides for these records to be maintained and 
incorporates the information into the Governmental Activities column in the government-wide Statement of Net Position. 

E - DEPOSITS AND INVESTMENTS 

The City's cash and cash equivalents are considered to be cash on hand, demand deposits and investments with original 
maturities of three months or less from the date of purchase.  The City maintains a general portfolio which is a pool of 
investments covering pooled cash and cash equivalents for the primary government as well as the discretely presented 
component units of the Municipal Building Commission and the Park and Recreation Board.  The City has contracted with 
investment management firms for management of some of these investments.  The City also, from time to time, invests non-
pooled cash within individual funds, which are reported as fund investments.  All investments are reported at fair value. 
 
Investment earnings in the investment pool, net of daily amortization of premiums and discounts, are calculated monthly and 
allocated to participating funds based on each fund’s share of equity (positive or negative) in the investment pool.  Some 
funds, such as debt service funds, retain their monthly allocation of investment earnings while other funds, which are not 
required to retain their allocated interest, pass the interest on to either the City General Fund or to the Community Planning 
and Economic Development Special Revenue Fund.  Also, periodically the City distributes investment earnings from its 
General Fund to various projects below the fund level, as may be required, on the basis of the calculated average daily cash 
balance of the project and the average yield of the City’s general portfolio.    
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

F - INVENTORIES OF MATERIALS AND SUPPLIES 

Depending on the nature of the item, inventories are valued using the moving average valuation method or using the last 
price of the item purchased.  Also, and depending on the nature of the item or the fund in which the inventory is recorded, the 
costs of inventories are recorded as expenses/expenditures when purchased, or when consumed rather than when purchased.    
Governmental fund inventories are recorded as expenditures at the time the inventory is consumed.  Reported inventories of 
governmental funds are equally offset by nonspendable fund balance, to indicate that portion of fund balance not available for 
future appropriation.  Inventory recorded in the proprietary funds is expensed as the supplies and materials are consumed. 

G - LOANS RECEIVABLE  

Loans receivable recorded in the governmental funds consist of business loans using funds provided through state and federal 
grants and loan recaptures.  The loans have been collateralized and call for periodic payments of principal and interest. Loans 
receivable recorded in the enterprise funds consist primarily of low interest home improvement and home mortgage loans, 
which are secured by either a first or second mortgage.  Interest on loans is recorded where applicable. 
 
Several developers under various financial arrangements have agreed to pay back development loans only if certain events 
occur.  They are presented net of an estimated allowance for doubtful accounts.  These loans include redevelopment 
agreements, neighborhood economic, commercial, and housing development loans, and second mortgages on rehabilitated 
homes.  Some of these loans may be forgiven for continued owner occupancy, the attainment of certain employment goals, or 
the continuation of specified services.    

H – CAPITAL ASSETS  

Capital assets (including infrastructure) are recorded at historical cost or at estimated historical cost if actual historical cost is 
not available.  Infrastructure assets acquired prior to December 31, 1980 are included.  Contributed capital assets are valued 
at their estimated fair market value on the date contributed.  Capital assets include infrastructure (e.g. roads, bridges, 
water/sewer and lighting systems), land, buildings, improvements and equipment.  The City defines capital assets as assets 
with an individual cost of more than $5; or $35 per group of assets by year for bike paths, street signage, street lighting and 
traffic signals; and $100 per group of assets for parking meters.  Capital assets used in operations are depreciated or 
amortized (assets under capital leases) using the straight-line method over the lesser of the capital lease period or their 
estimated useful lives in the government-wide statements and proprietary funds.  As of 2008 the City is no longer using 
salvage values, and will depreciate assets to zero.  
 
The estimated useful lives are as follows: 
 
 Infrastructure                       15 to 100 years 
 Structures and Improvements                      25 to 50 years 
 Equipment                          5 to 15 years 
 Public Improvements                       20 to 40 years 
 
Maintenance and repairs are charged to operations when incurred.  Betterments and major improvements, which significantly 
increase values, change capacities or extend useful lives, are capitalized.  Upon sale or retirement of capital assets, the cost 
and related accumulated depreciation are removed from the respective accounts and any resulting gain or loss is included in 
the results of operations. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

I – COMPENSATED ABSENCES 

The City accrues compensated absences (annual and sick leave benefits) when vested.  The current portions of the 
governmental funds’ compensated absences liabilities are recorded as other liabilities in the Self-Insurance Internal Service 
Fund.  The non-current portions are recorded in the government-wide financial statements and represent a reconciling item 
between the fund and government-wide presentation.  The City typically liquidates the liability for compensated absences to 
the fund where employees’ salaries were originally charged.  

J – INTERFUND TRANSACTIONS 

Interfund transactions are reflected as loans, services provided, reimbursements or transfers.  Loans are reported as 
receivables or payables where appropriate, are subject to elimination upon consolidation and are referred to as either “due 
to/from other funds” (i.e., current portion of interfund loans) or “advances to/from other funds” (i.e. noncurrent portion of 
interfund loans).  Any residual balances outstanding between the governmental activities and the business-type activities are 
reported in the government-wide financial statements as “internal balances.”  Advances to other funds, as reported in the fund  
financial statements, are included in assigned fund balance  in applicable governmental funds to indicate they are not 
available for appropriation and are not available financial resources. Services provided, deemed to be at market or near 
market rates, are treated as revenues and expenditures/expenses.  Reimbursements occur when a fund incurs costs that are 
eventually repaid through charges to the benefiting fund.  All other interfund transactions are treated as transfers.  Transfers 
between governmental or proprietary funds are netted as part of the reconciliation to the government-wide presentation. 

K - PROPERTIES HELD FOR RESALE 

Properties held for resale in the Community Planning and Economic Development, the HUD Consolidated Plan, the Grants-
Federal, and the Grants-Other Special Revenue Funds, have been obtained as a result of repossessions in default situations.  
Repossessed properties are held solely to be re-marketed as part of the ongoing operations of the programs.  They are valued 
at the outstanding principal balance of the related bonds, which is not in excess of the realizable value; or are valued at the 
amount of the related loan balance at the time of default plus subsequent improvement costs. 

L - DEBT SERVICE AND REQUIREMENTS 

The debt service funds service all long-term obligations with the exception of bonds payable recorded within the proprietary 
funds.  Some general long-term debt obligations are serviced in part by Council approved transfers from enterprise funds.  
Minnesota State Law requires agencies issuing general obligation bonds to certify an irrevocable tax levy to the County 
Auditor covering annual principal and interest requirements plus 5% (deducting, in certain cases, estimated tax increments 
and certain other revenue) at the time bonds are issued.  The annual tax levy can be reduced by an amount equal to the issuing 
agency's annual certification of funds on hand.   

M - ESTIMATES 

The preparation of basic financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.   Accordingly, actual 
results could differ from those estimates. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

N – RESTATEMENT OF FUND BALANCE AND NET POSITION  

The City made adjustments to fund balance and net position to correct prior period accounting errors.  Accounts receivable 
write-offs from prior periods were not reflected in the general ledger.  An intergovernmental receivable in the Self-Insurance 
Internal Service fund was written off.  Unearned revenue in the Intergovernmental Services Internal Service fund had not 
been reduced in prior years, and was corrected this year.  Reconciling items in the Deposits held for others and Prepaid items 
accounts in the General Fund were written off.  It was discovered that several capital assets in the Equipment Internal Service 
fund had been booked twice.  The impact of these adjustments on fund balance/net position is illustrated in the table below. 
 

Community Total 
Planning Internal Governmental 

and Economic Permanent Non-Major Service Activities
General Development Improvement Governmental Funds Net Position

Balance January 1, 2012 72,371$    209,604$        27,388$         41,327$           83,468$   434,158$          

Prior period adjustments:
Accounts receivable (78)           (11)                  (28)                (1)                     -           (118)                  
Intergovernmental receivable -           -                  -                -                   (182)         (182)                  
Prepaid items (22)           -                  -                -                   -           (22)                    
Unearned revenue -           -                  -                -                   2,315       2,315                
Deposits held for others (66)           -                  -                -                   -           (66)                    
Capital assets - depreciable, net -           -                  -                -                   (803)         (803)                  

Balance, January 1, 2012 - restated 72,205$    209,593$        27,360$         41,326$           84,798$   435,282$          

Governmental Activities

 
 

Municipal
Stormwater Parking

Balance January 1, 2012 284,897$          157,208$      

Prior period adjustments:
Accounts receivable (30)                   (10)                

Balance, January 1, 2012 - restated 284,867$          157,198$      

Business-type Activities
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NOTE 2 - DEPOSITS AND INVESTMENTS  
 
Deposits and investments appear in the financial statements consistent with the following analysis:

Deposits, per book (215)$       
Investments 635,999   
Imprest cash held by City 24            
Total 635,808$ 

Primary Government:
Cash and cash equivalents 561,605$ 
Cash in Agency Funds 7,566       
Deposits with fiscal agents 43            
Investments with trustees 42,642     
Total primary government 611,856$ 

Discretely Presented Component Units:
   Park and Recreation Board:
   Cash and cash equivalents 21,855     

   Municipal Building Commission:
   Cash and cash equivalents 1,044       

   Meet Minneapolis:
   Cash and cash equivalents 1,053       
Total 635,808$ 

 
A - DEPOSITS 
 
Minnesota Statutes Chapter 118A and the City Charter require the city to collateralize deposits at designated depositories.  
The City Finance Officer has arranged for the Federal Reserve Bank of Minneapolis to act as the City's agent in the 
safekeeping of securities as collateral. The bank balances at the City’s designated depositories as of December 31, 2012, 
totaled $7,556. The Dodd-Frank Wall Street Reform and Consumer Protection Act provides temporary unlimited deposit 
insurance coverage for noninterest-bearing transaction accounts at all FDIC-insured depository institutions. The separate 
coverage for noninterest-bearing transaction accounts became effective on December 31, 2010 and terminates on December 
31, 2012. 
 
Custodial Credit Risk 
 
Custodial credit risk is the risk that in the event of a financial institution failure, the City’s deposits may not be returned to it.  
The City’s policy is to have its designated depositories comply with Minnesota Statutes Chapter 118A to pledge allowable 
securities to collateralize the City’s deposits. At December 31, 2012, the City was not exposed to custodial credit risk. 
 
B - INVESTMENTS  
 
In accordance with Minnesota Statutes Chapter 118A, and with the City Charter, the City invested in (1) direct, guaranteed or 
insured obligations of the U.S. Treasury, (2) shares of an investment company (with restrictions), (3) general obligations of 
government jurisdictions (with restrictions), (4) bankers acceptances, (5) commercial paper and (6) repurchase agreements 
(with restrictions). 
 
The City and its investment management firms will exercise extreme caution in the use of derivative instruments, keeping 
abreast of future information on risk management issues and will consider derivatives only when a sufficient understanding 
of the products and expertise to manage them has been developed and analyzed.  Any derivative will also be required to pass 
the stress testing requirements of Minnesota Statutes Chapter 118A. 
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NOTE 2 - DEPOSITS AND INVESTMENTS  
 
B – INVESTMENTS (continued) 
  
Interest Rate Risk 
 
Interest rate risk is the risk that changes in the market interest rates will adversely affect the fair value of an investment.  The 
City has no formal policy specifically related to interest rate risk. The City minimizes its exposure to interest rate risk by 
investing in both shorter and longer-term investments and by timing cash flows from maturities so that a portion of the 
portfolio is maturing or coming close to maturity evenly over time, taking into account the City’s investment risk constraints, 
cash flow characteristics of the portfolio and prudent investment principles. 
 
The following table presents the City of Minneapolis’ investment balances at December 31, 2012, and information relating to 
interest rate risks: 

Weighted Carrying
Average Maturity (Fair)

Investment Type  (Years) Value
U.S. Federal Agency obligations 1.4 187,522$           
U.S. Treasury obligations 1 237,870             
U.S. Mortgage obligations 3.6 71,957               
Municipal bonds 2.7 25,164               
Commercial paper 0.1 23,276               
Corporate securities 0.2 20,720               
Mutual funds 0.1 66,258               
Negotiable certificates of deposit 0.4 3,232                 
  Portfolio Weighted Average Maturity 1.3
    Total investments 635,999$           

Deposits per book (215)                  
Imprest cash 24                      

      Total cash and investments 635,808$           

 
Credit Risk 
 
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.  
This is measured by the assignment of a rating by a nationally recognized statistical rating organization.  It is the City’s 
policy to invest only in securities that meet the ratings requirements set by state statute Chapter 118A.04 as follows:   
 
 “INVESTMENTS. 
   Subdivision 1. What may be invested. Any public funds, not presently needed for other purposes or restricted for other 
purposes, may be invested in the manner and subject to the conditions provided for in this section. 
   Subd. 2. United States securities. Public funds may be invested in governmental bonds, notes, bills, mortgages (excluding 
high-risk mortgage-backed securities), and other securities, which are direct obligations or are guaranteed or insured issues of 
the United States, its agencies, its instrumentalities, or organizations created by an act of Congress. 
   Subd. 3. State and local securities. Funds may be invested in the following: 
(1) any security which is a general obligation of any state or local government with taxing powers which is rated "A" or 
better by a national bond rating service; 
(2) any security which is a revenue obligation of any state or local government with taxing powers which is rated "AA" or 
better by a national bond rating service; and 
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NOTE 2 - DEPOSITS AND INVESTMENTS  
 
B – INVESTMENTS 
 
Credit Risk (continued) 
 
(3) a general obligation of the Minnesota housing finance agency which is a moral obligation of the state of Minnesota and is 
rated "A" or better by a national bond rating agency. 
 
   Subd. 4. Commercial papers. Funds may be invested in commercial paper issued by United States corporations or their 
Canadian subsidiaries that is rated in the highest quality category by at least two nationally recognized rating agencies and 
matures in 270 days or less. 
   Subd. 5. Time deposits. Funds may be invested in time deposits that are fully insured by the Federal Deposit Insurance 
Corporation or bankers acceptances of United States banks.” 
 
At December 31, 2012, the City’s investments were rated by Moody’s and Standard & Poor’s as follows:

Investment Type

U.S. Federal agency obligations AA+ 187,522$                Aaa 187,522$                

U.S. Treasury obligations AA+ 237,870$                Aaa 237,870$                

U.S. Agency Mortgage obligations AA+ 71,957$                  Aaa 71,957$                  

Municipal bonds
AAA 8,278$                    Aaa 7,838$                    
AA+ 6,240                      Aa1 8,058                      
AA 3,186                      Aa2 4,514                      
AA- 2,156                      Aa3 509                         
A+ -                         A1 264                         
A- 264                         A3 -                         

BBB+ -                         Baa1 36                           
Not rated 5,040                      Not rated 3,945                      

Total Municipal bonds 25,164$                  25,164$                  

Commercial paper A-1+ 5,499$                    P-1 13,998$                  
A-1 17,777                    9,278                      

Total Commercial paper 23,276$                  23,276$                  

Corporate securities Not rated 20,720$                  Not rated 20,720$                  

Mutual funds AAAmG 66,258$                  Aaa-mf 66,258$                  

Negotiable certificates of deposit Not rated 3,232$                    Not rated 3,232$                    

Total 635,999$                635,999$                

Standard & Poor’s Moody’s
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NOTE 2 - DEPOSITS AND INVESTMENTS  
 
B – INVESTMENTS (continued) 
 
Custodial Credit Risk 
 
Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a transaction, a 
government will not be able to recover the value of investment or collateral securities that are in the possession of an outside 
party. The City’s policy is to comply with Minnesota Statutes Chapter 118A and it uses a third party financial institution for 
safekeeping of securities. 
 
Concentration of Credit Risk 
 
The concentration of credit risk is the risk of loss that may be caused by the City’s investment in a single issuer.  It is the 
City’s policy to diversify its investment portfolio.  Assets held shall be diversified to eliminate the risk of loss resulting from 
over-concentration of assets in a specific maturity, a specific issuer, or a specific class of securities.  Portfolio maturities are 
to be staggered in a way that avoids undue concentration of assets in a specific maturity sector.  Maturities shall be selected 
which provide for stability of income and reasonable liquidity. 
 
Investment derivative instruments 
 
At December 31, 2012, one of the City’s Investment Managers held five “to-be-announced” (TBA) Government Sponsored 
Enterprise (GSE) mortgage-backed securities. These securities are investments within the general cash pool of the City. The 
change in the fair value of these securities would flow through to the City’s funds participating in the cash pool and reported 
in interest earnings on the fund’s statement of activities. The fair value would be reported with the fund’s cash on the 
statement of net position.  Generally, the risks associated with investments apply to derivatives.  The change in fair value 
during FY 2012, the fair value at December 31, 2012, and the notional amount of these investments is shown below. 
 

Changes in Fair Value Fair Value at
during FY 2012 December 31, 2012 Notional Amount

Governmental Activities  $                                11  $                           4,715  $                 4,462 
Business-Type Activities                                      3                               1,124                     1,063 
Discrete Component Units:
  Minneapolis Park and Recreation Board                                      1                                  227                        215 
  Municipal Building Commission                                      -                                    11                          10 
Fiduciary Funds                                      -                                    78                          74 
Total  $                                15  $                           6,155  $                 5,824 
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 NOTE 3 - RECEIVABLES   
 
Receivables at year-end for the City’s major individual governmental and enterprise funds and non-major and internal service 
funds in the aggregate, including applicable allowances for uncollectible amounts are as follows: 
 

General Convention Permanent General
Governmental Activities Fund CPED Center Improvement Debt Service
  Accounts 4,961$            1,015$                 5,797$             663$                   -$                    
  Taxes 3,914              277                      -                  34                       640                     
  Special assessments 879                 -                       -                  3,324                  -                      
  Intergovernmental 295                 315                      -                  29,314                -                      
  Loans -                  189,825               -                  -                      -                      
  Loans due from component unit -                  -                       2,020               -                      -                      
  Notes -                  -                       -                  -                      -                      
  Accrued interest 545                 338                      77                    51                       114                     
    Gross receivables 10,594            191,770               7,894               33,386                754                     
    Less:  Allowance for uncollectibles (487)                (163,160)              (42)                  (32)                      -                      
        Total receivables (due within one year) 10,107$          28,610$               7,852$             33,354$              754$                   

Long-term portion of loans and
  notes receivable -$                    -$                         4,040$             -$                        -$                        

Special Non-Major Internal
Assessment Governmental Service Total

Governmental Activities (continued) Debt Service Funds Funds Governmental
  Accounts -$                497$                    129$                13,062$              
  Taxes -                  393                      -                  5,258                  
  Special assessments 36,959            2,122                   -                  43,284                
  Intergovernmental -                  13,185                 36                    43,145                
  Loans -                  66,829                 -                  256,654              
  Loans due from component unit -                  -                       -                  2,020                  
  Notes -                  -                       4,591               4,591                  
  Accrued interest 25                   43                        -                  1,193                  
    Gross receivables 36,984            83,069                 4,756               369,207              
    Less:  Allowance for uncollectibles -                  (51,600)                (6)                    (215,327)             
        Total receivables (due within one year) 36,984$          31,469$               4,750$             153,880$            

Long-term portion of loans and
  notes receivable -$                    -$                         -$                    4,040$                
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NOTE 3 - RECEIVABLES (continued) 

Water
Treatment and

Sanitary Distibution Municipal Solid Waste
Business-type Activities Sewer Stormwater Services Parking and Recycling
  Accounts 3,952$            3,616$                 4,784$             3,291$                2,873$                
  Special assessments 106                 403                      2,303               7,615                  138                     
  Intergovernmental -                  205                      35                    -                      13                       
  Loans -                  -                       -                  -                      -                      
  Accrued interest -                  -                       -                  -                      -                      
    Gross receivables 4,058              4,224                   7,122               10,906                3,024                  
    Less:  Allowance for uncollectibles (1)                    -                           (260)                (60)                      -                      
        Total receivables (due within one year) 4,057$            4,224$                 6,862$             10,846$              3,024$                

Long-term portion of loans and
  notes receivable -$                -$                     -$                -$                    -$                    

Total
Business-

Business-type Activities (continued) CPED type
  Accounts 29$                 18,545$               
  Special assessments -                  10,565                 
  Intergovernmental -                  253                      
  Loans 150                 150                      
  Accrued interest 38                   38                        
    Gross receivables 217                 29,551                 
    Less:  Allowance for uncollectibles -                  (321)                     
        Total receivables (due within one year) 217$               29,230$               

Long-term portion of loans and
  notes receivable 345$               345$                    

 
Governmental Activities: 
In 2002 the City issued $10,100 in Self-Supporting General Obligation bonds to provide funding for the Minneapolis Library 
Board to build a parking ramp. The City has entered into an agreement with the Minneapolis Library Board. The agreement 
was in the form of a capitalized lease.  The capitalized lease agreement continues under the Minneapolis Library Board’s 
successor, Hennepin County Library. 
 
The annual lease payments approximate the principal and interest requirements on the outstanding bonds.  The leases are 
capitalized in an amount equal to the principal of the related bonds.  The lease agreement includes a bargain purchase option 
exercisable at the end of the lease term.   
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NOTE 3 - RECEIVABLES  
 
Governmental Activities (continued): 
 
The future payment requirements for these agreements are as follows: 
 

Capitalized
Lease

  Scheduled Lease Payments:  
        2013 664$          
        2014 684            
        2015 714            
        2016 737            
        2017 762            
   2018-2022 4,238         
   2023-2027 5,003         
        2028 1,100         
                      Subtotal 13,902       
        Less:  Interest over lease term (4,576)       

        Total Principal 9,326         

        Less:  Current Portion 235            

        Noncurrent Portion 9,091$       

 
 
Business-type Activities: 
According to the Basic Resolution and Indenture of the General Agency Reserve Fund System (GARFS) within the CPED 
Enterprise Fund, agreements are to be formed with developers receiving funds for construction.  Such agreements are in the 
form of capitalized leases or notes receivable. 
 
The annual lease and loan payments approximate the principal and interest requirements on the outstanding bonds.  The 
leases are capitalized in an amount equal to the principal of the related bonds, net of any unexpended construction fund 
proceeds.  Each lease agreement includes a bargain purchase option exercisable at the end of the lease term.  In addition, the 
leased property may be purchased at various anniversaries during the lease term at amounts at least equal to the outstanding 
principal amount of the underlying bonds.  In the event developers are unable to continue with lease and loan payments, the 
City takes possession of the developed property.  
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NOTE 3 - RECEIVABLES  
 
Business-type Activities (continued): 
 
The future payment requirements for these agreements are as follows: 
 

Capitalized
Leases

  Scheduled Lease Payments:  
                     2013 8,464$      
                     2014 8,471        
                     2015 8,337        
                     2016 8,214        
                     2017 8,065        
                2018-2022 34,378      
                2023-2027 29,132      
                2028-2032 21,897      
                2033-2037 17,919      
                2038-2040 7,911        
                      Subtotal 152,788    
        Less:  Interest over lease term (67,533)    

        Total Principal 85,255      
        Less:  Unexpended construction
          funds (972)         

        Net Capitalized Leases and
            Notes receivable 84,283      
        Less:  Current Portion (3,630)      

        Noncurrent Portion 80,653$    
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NOTE 4 - CAPITAL ASSETS  
 
Capital asset activity for the year ended December 31, 2012 was as follows: 
 

Restated Balance Balance
January 1, 2012 Additions Retirements December 31, 2012

Governmental activities
Capital assets, not being depreciated

Land and easements 110,789$                    -$                     -$                     110,789$                       
Construction in progress 232,813                      75,356                 (98,288)                209,881                         

Total capital assets, not being depreciated 343,602                      75,356                 (98,288)                320,670                         

Capital assets, being depreciated
Infrastructure 665,882                      95,766                 -                       761,648                         
Buildings and structures 570,711                      3,548                   -                       574,259                         
Public improvements 6,640                          -                       -                       6,640                             
Machinery and equipment 111,125                      11,900                 (5,833)                  117,192                         
Computer equipment 69,169                        566                      (270)                     69,465                           
Software 47,967                        2,088                   -                       50,055                           
Other capital outlay 51                               -                       -                       51                                  

Total capital assets, being depreciated 1,471,545                   113,868               (6,103)                  1,579,310                      

Less accumulated depreciation for:
Infrastructure (373,203)                     (17,481)                -                       (390,684)                        
Buildings and structures (177,491)                     (11,657)                -                       (189,148)                        
Public improvements (5,840)                         (112)                     -                       (5,952)                            
Machinery and equipment (73,952)                       (8,654)                  4,727                   (77,879)                          
Computer equipment (56,623)                       (4,970)                  268                      (61,325)                          
Software (29,789)                       (7,373)                  -                       (37,162)                          
Other capital outlay (51)                              -                       -                       (51)                                 

Total accumulated depreciation (716,949)                     (50,247)                4,995                   (762,201)                        

Total capital assets, being depreciated, net 754,596                      63,621                 (1,108)                  817,109                         

Governmental activities capital assets, net 1,098,198$                 138,977$             (99,396)$              1,137,779$                    
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NOTE 4 - CAPITAL ASSETS (continued) 

 Balance Balance
January 1, 2012 Additions Retirements December 31, 2012

Business-type Activities
Capital assets, not being depreciated

Land and easements 128,382$              -$             -$                 128,382$                      
Construction in progress 39,937                  25,729         (30,203)            35,463                          

Total capital assets, not being depreciated 168,319                25,729         (30,203)            163,845                        

Capital assets, being depreciated
Buildings and structures 500,461                19,967         (1,696)              518,732                        
Public improvements 658,878                10,681         -                   669,559                        
Machinery and equipment 49,634                  5,743           (735)                 54,642                          
Computer equipment 1,546                    -               -                   1,546                            
Software 2,850                    -               -                   2,850                            
Capital outlay 34                         -               -                   34                                 

Total capital assets, being depreciated 1,213,403             36,391         (2,431)              1,247,363                     

Less accumulated depreciation for:
Buildings and structures (179,179)               (10,682)        1                      (189,860)                       
Public improvements (219,010)               (9,431)          -                   (228,441)                       
Machinery and equipment (18,913)                 (3,785)          735                  (21,963)                         
Computer equipment (1,527)                   (4)                 -                   (1,531)                           
Software (2,848)                   (2)                 -                   (2,850)                           
Other capital outlay (31)                        (1)                 -                   (32)                                

Total accumulated depreciation (421,508)               (23,905)        736                  (444,677)                       

Total capital assets, being depreciated, net 791,895                12,486         (1,695)              802,686                        

Business-type Activities capital assets, net 960,214$              38,215$       (31,898)$          966,531$                      

 
 
Depreciation expense was charged to governmental functions as follows:      
 General government                                  $        102  
 Public safety                1,442  
 Public works                         18,575  
 Community development                     10,259  
 Depreciation on capital assets held in the City's internal service fund       
    is charged to the various functions based on their usage of assets.                     19,869  

Total depreciation expense - governmental functions                   $ 50.247   
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NOTE 4 - CAPITAL ASSETS (continued) 
 
Depreciation expense was charged to the business-type functions as follows: 

Sanitary sewer   $   1,358 
Stormwater        4.079 
Solid waste and recycling           665 
Water treatment and distribution services     10,551 
Municipal parking        6,905 
Community planning & economic development          347 
Total depreciation expense – business-type functions  $ 23,905 

 
Construction in Progress 
 
Construction in progress for the governmental activities represents work in the following areas: 
 

Property Services    $  29,678 
Convention Center         2,963 
Traffic Signals & Lighting         5,096 
Bicycle Trail       14,930 
Street Construction      105,282 
Bridge Construction       18,113 
Heritage Park       19,496 
Sidewalk construction         3,211 
Equipment Services         1,251 
Property Services              17 
Information Technology         9,844 
Total CIP for Governmental Activities  $209,881 

 
Construction in progress for the business-type activities represents work in the following areas:  
 

Sanitary sewer   $   6,879 
Stormwater          13,053 
Solid waste and recycling           748 
Water treatment and distribution services     13,389 
Municipal parking        1,394 
Total CIP for Business-type Activities  $ 35,463 

 
Capital Project Commitments 
 
For the year 2013, the City of Minneapolis made Capital Project Commitments for the following:  
 

Property Services                                                                                           $   4,634 
Sewer Construction      23,750 
Street Construction       49,516  
Bridge Construction        2,465         
Sidewalk Construction        3,210  
Street Lighting            990 
Traffic Signals        4,890 
Bicycle Trails         1,150     
Non-Departmental      10,490  
Information Technology         1,150  
Water treatment and distribution services     18,700  
Municipal parking        1,700 
Total Capital Project Commitments  $122,645 
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NOTE 4 - CAPITAL ASSETS (continued) 
 
Discretely Presented Component Unit 
 
Activity for the Minneapolis Park and Recreation Board for the year ended December 31, 2012, was as follows: 
 

Restated
Balance Balance

January 1, 2012 Additions Retirements December 31, 2012
Capital assets, not being depreciated 108,445$           14,614$    (15,063)$      107,996$                  
Capital assets, being depreciated, net 175,436             4,017        -               179,453                    

283,881$           18,631$    (15,063)$      287,449$                  

Depreciation expense charged 10,931$              
 
NOTE 5 - LONG-TERM DEBT 
 
The City’s full faith, credit and taxing power are pledged to pay general obligation debt principal and interest.   
 
Property Tax Supported General Obligation Bonds 
Various issues of general obligation (GO) bonds are recorded in the Governmental Funds and are backed by the full faith and 
credit of the City.  Annual property tax levies are used to pay debt service on these bonds. 
 
Self- Supporting General Obligation Bonds 
Self-supporting bonds issued by the City are recorded in the Enterprise Funds, Internal Service Funds or Governmental 
Funds.  While these bonds are backed by the full faith and credit of the City, they are payable from revenue derived from the 
function for which they were issued. 
 
General Obligation Improvement Bonds 
Improvement bonds are recorded in the Governmental Funds and are payable from special assessments levied and collected 
for local improvements and are backed by the full faith and credit of the City.  The general credit of the City is obligated only 
to the extent that liens foreclosed against properties involved in special assessment districts are insufficient to retire 
outstanding bonds. 
 
Tax Increment General Obligation Bonds 
Tax increment bonds are payable primarily from the increase in property taxes resulting from replacing older improvements 
with new or remodeled improvements.  These bonds are recorded in the Governmental Funds and are also backed by the full 
faith and credit of the City. 
 
Revenue Bonds and Notes 
Revenue bonds and notes are recorded in the Enterprise Funds or Governmental Funds.  These bonds and notes are payable 
solely from revenues of the respective Enterprise Funds or tax increment districts.  In addition, the City has pledged one-half 
percent of tax capacity to secure payment of bond principal and interest on all bonds issued after May 22, 1987, for the 
General Agency Reserve Fund System (GARFS) bonds within the Community Planning and Economic Development 
(CPED) Agency Enterprise Fund. 
 
Sinking Fund Provisions 
Sinking fund provisions on certain general obligation bonds require sufficient deposits on or before October 1st of each year 
to pay all principal and interest amounts coming due on such bonds for the remainder of the current year, and during all of the 
following year.  If this provision is not met, a general tax levy will be made for the balance required.  Minnesota State Laws 
generally require initial tax levies for general obligation bonds to be at least five percent in excess of the bond and interest.  
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NOTE 5 - LONG-TERM DEBT  
 
Sinking Fund Provisions (continued) 
maturities less estimated pledged assessments and revenues.  The initial tax levies cannot be repealed and can only be 
modified as they relate to current levies and then only upon certification to the Director of Property Taxation that funds are 
available to pay current maturities in whole or in part. 
 
For Tax Increment Revenue Refunding Bonds, a separate sinking fund has been provided.  These bonds are special limited 
obligations of the City payable from tax increments and investment earnings in the sinking fund.  The City is required to have 
a reserve in the sinking fund equal to the lesser of maximum principal and interest due on the bonds in any succeeding bond 
year or 125 percent of average principal and interest due on the bonds in the succeeding bond years.  In addition, the 
Municipal Bond Insurance Association insures payment of principal and interest on the bonds. 
 
2012 Bond Sales and Refunding Transactions   
In 2012, the City of Minneapolis issued bonds & notes totaling $141,378.  Of this amount, $103,840 was issued to refund 
existing debt.  Below are details of the 2012 debt issuances. 
 
In September 2012, the City issued $37,500 of General Obligation Various Purpose Bonds, Series 2012.  Of this amount, 
$31,400 was issued to fund a variety of capital infrastructure improvements for the Public Works Department, parks system, 
Municipal Building Commission, Convention Center and  Information Technology Department.  The remaining $6,100 was 
used to refund $4,600 of General Obligation Improvement Bonds, Series 2004 and $1,500 of General Obligation Various 
Purpose Bonds, Series 2004.  The bonds were issued in fixed rate mode and had interest rates ranging from 1.00% to 2.00% 
and a final maturity date of December 1, 2024.  The refunding details for each series follow. 
 
For the $4,600 portion of the above bonds related to the refunding of the General Obligation Improvement Bonds, Series 
2004, the City received net proceeds of $4,743, including a $143 net premium.  This refunding resulted in an aggregate debt 
service savings of $682 and an economic gain of $667 or 12.24% net present value savings on the refunded bonds debt 
service.  The refunded bonds were redeemed on December 1, 2012.  
 
For the $1,500 portion of the above bonds related to the refunding of the General Obligation Various Purpose Bonds, Series 
2004, the City received net proceeds of $1,562 including a $62 net premium.  This refunding resulted in an aggregate debt 
service savings of $225 and an economic gain of $218 or 12.73% net present value savings on the refunded bonds debt 
service.  The refunded bonds were redeemed on December 1, 2012. 
 
In September 2012, the City also issued $3,000 of General Obligation Tax Increment Refunding Bonds (Heritage Park), 
Series 2012.  The City received net proceeds of $3,002 including a net premium of $2.  These proceeds along with $2,788 of 
cash on hand were used on October 26, 2012 to redeem $5,750 of General Obligation Tax Increment Bonds (Heritage Park), 
Series 2003B.  This refunding resulted in an aggregate debt service savings of $1,166 and an economic gain of $674 or 
10.37% net present value savings on the refunded bonds debt service.  The bonds were issued in fixed rate mode and had 
interest rates ranging from 2.00% to 3.00% and a final maturity date of March 1, 2026.    
 
In September 2012, the City also issued $28,860 of General Obligation Library Referendum Refunding Bonds, Series 2012.  
The City received net proceeds of $29,147 including a net premium of $287.  These proceeds were used on December 1, 
2012 to redeem $6,500 of General Obligation Library Referendum Bonds, Series 2002 and $22,600 of General Obligation 
Library Referendum Bonds, Series 2004. The net premium allowed the City to reduce the size of the refunding bond issue by 
$24.  The refunding bonds were issued in fixed rate mode and had interest rates ranging from 2.00% to 2.375% and a final 
maturity date of December 1, 2025.  The refunding details for each series follow.   
   
For the $6,400 portion of the above refunding bonds issued to refund $6,500 of General Obligation Library Referendum 
Bonds, Series 2002, the City received net proceeds of $6,512 including a $112 net premium.  This refunding resulted in an 
aggregate debt service savings of $1,335 and an economic gain of $1,206 or 15.66% net present value savings on the 
refunded bonds debt service.   
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NOTE 5 - LONG-TERM DEBT (continued) 
 
For the $22,460 portion of the above refunding bonds issued to refund $22,600 of General Obligation Library Referendum 
Bonds, Series 2004, the City received net proceeds of $22,635 including a $175 net premium.  This refunding resulted in an 
aggregate debt service savings of $5,575 and an economic gain of $5,041 or 18.03% net present value savings on the 
refunded bonds debt service.   
 
In September 2012, the City also issued $22,060 of General Obligation Parking Assessment Refunding Bonds, Series 2012.  
The City received net proceeds of $22,080 including a net premium of $20.  These proceeds were used on December 1, 2012 
to redeem $22,060 of General Obligation Parking Assessment Bonds, Series 2002.  This refunding resulted in an aggregate 
debt service savings of $5,924 and an economic gain of $5,285 or 19.14% net present value savings on the refunded bonds 
debt service.  The bonds were issued in fixed rate mode and had interest rates ranging from 2.00% to 2.50% and a final 
maturity date of December 1, 2026. 
 
In October 2012, the City issued $5,535 of General Obligation Improvement Bonds, Series 2012.  These bonds were issued 
for a variety of special assessment projects related to street paving and street lighting.  The bonds were issued in fixed rate 
mode and had interest rates ranging from 2.00% to 2.625% and a final maturity date of December 1, 2032.    
 
2012 Notes Issued 
 
In December 2011, the City entered into contracts for two general obligation term loan notes totaling $43,820 with US Bank 
to refund the remaining balances of five series of variable rate bonds.  The general obligation tax-exempt variable rate 
refunding notes were issued to replace Dexia Credit Local as the liquidity provider on the variable rate bond series.  The 
refunding transactions took place on January 3, 2012 at which time the notes were drawn in full.  Details for each note 
follow. 
 
Proceeds from the $15,840 General Obligation Term Loan Note Series 2011A along with funds on hand were used on 
January 3, 2012 to redeem $5,820 of General Obligation Block E Bonds, Series 2000A, $7,110 of General Obligation 
Various Purpose Refunding Bonds, Series 2003 and $3,860 of General Obligation Tax Increment Bonds (Mill Quarter 
Ramp), Series 2005 bonds.  The interest rate on the note is equal to 70% of the one-month LIBOR rate plus a spread.  The 
final maturity date on the Series 2011A note will be December 1, 2032.  Because the refunded bonds and refunding notes 
were both in variable rate mode, there is no way to determine the difference in debt service costs and there was no 
expectation of interest savings from these transactions.   
 
Proceeds from the $27,980 General Obligation Term Loan Note Series 2011B along with funds on hand were used on 
January 3, 2012 to redeem $15,610 of General Obligation Guthrie Parking Ramp Bonds, Series 2003 and $13,300 of General 
Obligation Guthrie Parking Ramp Bonds, Series 2005.  The interest rate on the note is equal to 70% of the one-month LIBOR 
rate plus a spread.  The final maturity date on the Series 2011B note will be December 1, 2033.  Because the refunded bonds 
and refunding notes were both in variable rate mode, there is no way to determine the difference in debt service costs and 
there was no expectation of interest savings from these transactions. 
 
Over the past several years the City entered into six general obligation notes with the Minnesota Public Facilities Authority 
(PFA) to finance the City’s drinking water ultra-filtration projects and new filter presses project.  The notes are part of a 
federally sponsored below market financing program related to the Safe Drinking Water Act and the City saves 1.5% on 
interest costs by participating in the program.  During 2012, the City received additional proceeds of $151 on Note 5 which 
completed the projects financed with these notes totaling $104,190 over the years.  At December 31, 2012, the outstanding 
debt balance of the six notes in this program is $87,856.  
 
In July 2012, the City entered into a general obligation note with the PFA for $590 to finance a portion of the 37th Ave N 
Storm Sewer project.  This note is part of the Clean Water Revolving Fund and has provisions similar to the Water notes 
mentioned above.  The City received $452 of note proceeds by the end of 2012.  The interest rate on this note is at 1.0% with 
a final maturity date of August 20, 2013.  During 2012, the City repaid $290 of this note, leaving an outstanding balance at 
December 31, 2012 of $162.     
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NOTE 5 - LONG-TERM DEBT (continued) 
 
Discrete Component Unit Debt 
 
Due to current debt issuance policies, the City issues debt on behalf of the Minneapolis Park and Recreation Board and the 
Municipal Building Commission and previously issued debt for the Minneapolis Library Board.  The Minneapolis Public 
Library System was merged into the Hennepin County Library System on January 1, 2008.  As of December 31, 2012, 
$102,400 of the outstanding governmental debt is related to activities of these discretely presented component units and is 
reported within the debt balances of the primary government.  Of this balance, $96,810 is related to library improvements 
transferred to the Hennepin County Library System.  The capital assets purchased with funds obtained from this debt 
issuance are held by the respective discrete component units and are reported with their capital assets on the Statement of Net 
Position, with the exception of the library assets now held by Hennepin County.  
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NOTE 5 - LONG-TERM DEBT (continued) 
 
Long-term liabilities at December 31, 2012 (in thousands) are detailed below.

Amounts 
Balance Balance Due Within
1/1/2012 Additions Retirements 12/31/2012 One Year

Governmental Activities:
  Bonds and Notes
  Property Tax Supported GO Bonds 188,340$               45,735$             96,600$             137,475$               22,360$             
  Self-Supporting GO Bonds 178,865                 4,200                 15,235               167,830                 13,010               
  GO Improvement Bonds 50,975                   10,135               11,970               49,140                   7,661                 
  Tax Increment GO Bonds 128,255                 3,000                 24,155               107,100                 9,555                 
  Tax Increment GO Notes -                         5,170                 350                    4,820                     370                    
  Revenue Bonds 25,990                   -                     780                    25,210                   825                    
  Revenue Notes 15,276                   -                     581                    14,695                   310                    
  Internal Service Fund Related GO Bonds 40,065                   2,775                 13,660               29,180                   4,960                 
      Total Governmental Bonds and Notes 627,766                 71,015               163,331             535,450                 59,051               
 
Other Long-term Liabilities
  Operating Lease Payable 57                          64                      1                        120                        -                     
  Unpaid Claims Payable 50,050                   11,532               8,552                 53,030                   8,552                 
  Unamortized Premium (Discount) 16,185                   1,580                 5,816                 11,949                   -                     
  Compensated Absences Payable 32,674                   17,513               18,139               32,048                   16,744               
  Other Postemployment Benefits 15,028                   4,891                 -                     19,919                   -                     
      Total Other Long-term Liabilities 113,994                 35,580               32,508               117,066                 25,296               

Total Long-term Liabilities Governmental 741,760                 106,595             195,839             652,516                 84,347               

Business-type activities:
  Bonds and Notes
  Stormwater Fund GO Bonds 15,486                   5,400                 6,265                 14,621                   6,650                 
  Stormwater Fund GO Notes -                         452                    290                    162                        162                    
  Sanitary Sewer GO Bonds 14,400                   1,750                 4,600                 11,550                   4,150                 
  Water Treatment and Distribution Services Fund GO Bonds 26,521                   -                     2,250                 24,271                   2,201                 
  Water Treatment and Distribution Services Fund GO Notes 91,251                   151                    3,546                 87,856                   3,781                 
  Municipal Parking Fund GO Bonds 149,200                 23,960               77,480               95,680                   14,629               
  Municipal Parking Fund GO Notes -                         38,650               -                     38,650                   -                     
  CPED Related Non GO Fund 
    General Agency Reserve Fund System 91,985                   -                     6,730                 85,255                   3,630                 
    Revenue Notes 310                        -                     153                    157                        117                    
      Total Bonds and Notes 389,153                 70,363               101,314             358,202                 35,320               

Other Long-term Liabilities
  Unamortized Premium (Discount) 5,599                     502                    1,205                 4,896                     -                     
  Compensated Absences Payable 2,626                     2,571                 2,539                 2,658                     797                    
  Other Postemployment Benefits 2,225                     694                    -                     2,919                     -                     
      Total Other Long-term Liabilities 10,450                   3,767                 3,744                 10,473                   797                    

Total Long-term Liabilities Business-type 399,603                 74,130               105,058             368,675                 36,117               

Total Long-term Liabilities 1,141,363$            180,725$           300,897$           1,021,191$            120,464$           
 

 
For governmental activities, debt service is generally paid from Debt Service Funds, claims and judgments are generally 
liquidated by the General Fund or the Self-Insurance Internal Service Fund and compensated absences are generally 
liquidated by the General Fund or Convention Center Special Revenue Fund.  
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NOTE 5 - LONG-TERM DEBT (continued) 
 
Amortization of Outstanding Governmental City Debt 
 
As of December 31, 2012, annual debt service requirements for Governmental activities to maturity are as follows: 
 

Year Ending
Dec 31: Principal Interest Principal Interest

2013 53,411$                  16,006$        680$                       517$            
2014 48,776                    14,467          720                         483              
2015 52,101                    12,996          770                         444              
2016 40,721                    11,270          820                         407              
2017 40,936                    10,187          870                         365              

2018 - 2022 182,771                  29,789          5,230                      1,104           
2023 - 2027 60,369                    7,273            1,225                      79                
2028 - 2032 7,670                      622               9,200                      -              

486,755$                102,610$      19,515$                  3,399$         

Year Ending
   Dec 31: Principal Interest Principal Interest

2013 4,960$                    886$             59,051$                  17,409$       
2014 3,700                      750               53,196                    15,700         
2015 3,665                      627               56,536                    14,067         
2016 3,220                      508               44,761                    12,185         
2017 3,345                      413               45,151                    10,965         

2018 - 2022 10,290                    330               198,291                  31,223         
2023 - 2027 -                         -                61,594                    7,352           
2028 - 2032 -                         -                16,870                    622              

29,180$                  3,514$          535,450$                109,523$     

Governmental Activities – Non-Proprietary 

 Bonds Notes

Total Governmental
 Activities Bonds & NotesInternal Service Fund Bonds

 
  



NOTES TO THE FINANCIAL STATEMENTS  CITY OF MINNEAPOLIS, MINNESOTA 
 
For the fiscal year ended December 31, 2012  (Dollar Amounts Expressed in Thousands)   

67 
 

 
NOTE 5 - LONG-TERM DEBT (continued) 

Amortization of Outstanding Business-type Activities City Debt 
 
As of December 31, 2012, annual debt service requirements for Business-type activities to maturity (in thousands) are as 
follows: 
 

Year Ending
Dec 31: Principal Interest Principal Interest Principal Interest

2013 31,260$        12,358$        4,060$          4,239$        35,320$        16,597$        
2014 21,970          11,323          3,885            4,130          25,855          15,453          
2015 16,820          9,640            4,360            4,026          21,180          13,666          
2016 17,239          7,344            4,455            3,920          21,694          11,264          
2017 10,934          6,704            7,905            3,810          18,839          10,514          

2018-2022 49,624          27,170          46,540          15,010        96,164          42,180          
2023-2027 53,650          15,593          33,670          9,195          87,320          24,788          
2028-2032 12,850          8,086            15,830          3,755          28,680          11,841          
2033-2037 6,595            2,835            6,120            456             12,715          3,291            
2038-2040 10,435          1,863            -                -              10,435          1,863            

Total 231,377$      102,916$      126,825$      48,541$      358,202$      151,457$      

Bonds Notes Total

 
Discretely Presented Component Unit 
 
Activity for the Minneapolis Park and Recreation Board for the year ended December 31, 2012, was as follows: 
 

Balance Balance Amounts due
January 1, 2012 Additions Retirements December 31, 2012 Within one year

Notes payable 4,483$                 -$              1,368$       3,115$                        1,370$                 
Compensated absences 4,276                   2,467         2,421         4,322                          2,597                   
Postemployment benefits 2,328                   1,201         517            3,012                          -                      
Total 11,087$               3,668$       4,306$       10,449$                      3,967$                 

 
Year Ending 
December 31: Principal Interest

2013 1,370$       95$            
2014 1,372         56              
2015 50              18              
2016 52              15              
2017 55              13              

2018-2021 216            22              
Total 3,115$       219$          
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NOTE 6 – INDUSTRIAL, COMMERCIAL, AND HOUSING REVENUE BONDS AND NOTES 
 
As of December 31, 2012, outstanding industrial, commercial, and housing revenue bonds and notes approximated $2,411 
million. The bonds are payable solely from revenues of the respective enterprises and do not constitute an indebtedness of the 
City.  They are not a charge against the City’s general credit or taxing power.  
 
NOTE 7– LEASES 
 
Operating Leases 
 
The City of Minneapolis leases office space for its community development operations.  The lease for office space expires in 
the year 2016 and the office space lease payments were $1,322 in 2012.  
 
The future minimum lease payments for operating leases are as follows: 
 

Governmental 
Activities 
Amount 

 

Year ending December 31 
  

2013      $        2,437 
2014 2,332 
2015 1,981 
2016 1,701 
2017 1,179 

2018-2020 2,100 
 $      11,730  

 
Operating leases with scheduled rent increases 
 
The City leases office space for various operations.  The leases contain scheduled rent increases with terms varying from five 
to seventeen years.  The operating lease transactions are measured on a straight-line basis over the lease term per GASB 
Statement No. 13-Accounting for Operating Leases with Scheduled Rent Increases.  Application of the straight-line basis to 
the total lease expenditures of $822 over the lease terms results in a total annual lease amount of $182. 
 
For 2012 the amount of lease expenditures is as follows:       
 
         Amount 
     Operating leases 187$            
     Additional Straight Line Basis (5)                 

     Total expenditures 182$            
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NOTE 7– LEASES 
 
Operating leases with scheduled rent increases (continued) 
 
The future minimum lease expenditures for operating leases with scheduled rent increases are as follows: 
 

Governmental 
Activities

     Year     Amount

     2013 147$               
     2014 154                 
     2015 61                   
     2016 63                   
     2017 65                   
     2018-2019 332                 
Total minimum lease payments 822$               

 
 
NOTE 8  – INTERFUND TRANSACTIONS 
 
Interfund Receivables/Payables 
 
The composition of interfund balances as of December 31, 2012 are as follows: 
 
Due to/from other funds: 
 

Receivable Fund Payable Fund Amount
General Fund Non  major Governmental Funds 3,800$      

CPED Special Revenue Fund CPED Enterprise Fund 150           

Permanent Improvement Non major Governmental Funds 750           

Non major Governmental Funds Non major Governmental Funds 2,700        

Internal Service Funds General Fund 58             
Internal Service Funds 165           

Total 7,623$      
 

 
Interfund balances are either due to timing differences or to the elimination of negative cash balances within the various 
funds.  All interfund balances are expected to be repaid within one year. 
 
Advances to/from other funds: 
 
Receivable Fund Payable Fund Amount
CPED Special Revenue Fund CPED Enterprise Fund 10$                      
Convention Center Special Revenue Fund Internal Service Funds 6,250

Total 6,260$                 

 
 
Advances to other funds are to provide working capital for general operations of the other fund. 
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NOTE 8 – INTERFUND TRANSACTIONS (continued) 
 
Transfers  
 
Transfers are indicative of funding for capital projects, lease payments or debt service, subsidies of various City operations 
and re-allocations of special revenues.  The following schedule briefly summarizes the City’s transfer activity: 
 
Fund Transferred To Fund Transferred From Total Transfers In
Governmental Funds:

General Fund CPED Special Revenue Fund 1,500$            
Convention Center Fund 250                 
Municipal Parking Fund 7,818              
Solid Waste & Recycling Fund 700                 10,268                                

CPED Special Revenue Fund General Fund 10                   
Non-Major Governmental Funds 675                 
CPED Enterprise Fund 1,381              2,066                                  

Permanent Improvement Non-Major Governmental Funds 750                 
CPED Special Revenue Fund 5,000              5,750                                  

General Debt Service Fund General Fund 24,440            
CPED Special Revenue Fund 329                 
Convention Center Fund 504                 
Permanent Improvement Fund 418                 
Non-Major Governmental Funds 5,856              
Sanitary Sewer Fund 1,156              
Stormwater Fund 1,245              
Water Treatment and Distribution Services Fund 4,992              
Municipal Parking Fund 524                 
Solid Waste & Recycling Fund 571                 
Internal Service Funds 4,782              44,817                                

Special Assessment Debt Service Fund Permanent Improvement Fund 197                 197                                     

Non-Major Governmental Funds General Fund 96                   
CPED Special Revenue Fund 26,421            
Convention Center Fund 19,834            
Non-Major Governmental Funds 5,478              
Municipal Parking Fund 2,941              54,770                                

Total Governmental Funds 117,868$                            
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NOTE 8– INTERFUND TRANSACTIONS 
 
Transfers (continued)  
 
Fund Transferred To Fund Transferred From Total Transfers In

Proprietary Funds:

Business Type Activities

Water Treatment and Distribution Services Fund Sanitary Sewer Fund 994$               994$                           

Stormwater Fund Non-Major Governmental Funds 151 151

Municipal Parking Fund CPED Special Revenue Fund 8,219              
Convention Center 5,580              13,799                        

Solid Waste & Recycling Fund General Fund 150
Municipal Parking 146 296                             

CPED Enterprise Fund CPED Special Revenue Fund 400 400                             

Total Business-Type Activities 15,640$                      

Governmental Type Activities 
Internal Service Funds General Fund 16,962            

General Debt Service Fund 1,115              
Internal Service Funds 1,000              19,077                        

Total Governmental Type Activities 19,077$                      

 
 
Transfers are made throughout the year between various funds.  The majority of the transfers are funding the repayment of 
debt in the Development Debt and the General Debt Service Funds, transfers to Internal Service Funds for intergovernmental 
services and transfers to pass through grant resources between funds.   Other significant transfers are to support economic 
development projects and capital projects. 
 
NOTE 9 - NET POSITION/FUND BALANCES 
 
The government-wide, proprietary funds, and internal service fund - type financial statements use a net position presentation.  
Net position is categorized as net investment in capital assets, restricted and unrestricted. 
 

 Net investment in capital assets – This category groups all capital assets, including infrastructure, into one 
component of net position.  Accumulated depreciation and the outstanding balances of debt that are attributable to 
the acquisition, construction or improvement of these assets reduce the balance in this category. 

 Restricted net position – This category presents external restrictions imposed by creditors, grantors, contributors or 
laws or regulations of other governments and restrictions imposed by law through constitutional provisions or 
enabling legislation. 

 Unrestricted net position – This category represents net position of the City, not restricted for any project or other 
purpose. 
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NOTE 9 - NET POSITION/FUND BALANCES (continued) 
 
In the governmental fund financial statements, fund balance is divided into five classifications based primarily on the extent 
to which the City is bound to observe constraints imposed upon the use of the resources.  The classifications are as follows: 
 
Nonspendable – The nonspendable fund balance category includes amounts that cannot be spent because they are not in 
spendable form, or are legally or contractually required to be maintained intact.  The “not in spendable form” criterion 
includes items that are not expected to be converted to cash. It also includes the long-term amount of Interfund loans in the 
General Fund. 
 
Restricted – Fund balance is reported as restricted when constraints placed on the use of resources are either externally 
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments or 
is imposed by law through constitutional provisions or enabling legislation (City ordinances). 
 
Committed – The committed fund balance classification includes amounts that can be used only for the specific purposes 
imposed by formal action (resolution) of City Council.  Those committed amounts cannot be used for any other purpose 
unless City Council removes or changes the specified use by taking the same type of action (resolution) it employed to 
previously commit those amounts. In contrast to fund balance that is restricted by enabling legislation, the committed fund 
balance classification may be redeployed for other purposes with appropriate due process.  Constraints imposed on the use of 
committed amounts are imposed by City Council, separate from the authorization to raise the underlying revenue; therefore, 
compliance with these constraints is not considered to be legally enforceable.  Committed fund balance also incorporates 
contractual obligations to the extent that existing resources in the fund have been specifically committed for use in satisfying 
those contractual requirements. 
 
Assigned – Amounts in the assigned fund balance classification are intended to be used by the City for specific purposes but 
do not meet the criteria to be classified as restricted, or committed.  The City Council has authorized the Finance Officer to 
assign fund balances. 
 
Unassigned – Unassigned fund balance is the residual classification for the General Fund and includes all spendable amounts 
not contained in the other classifications.  In the other governmental funds, the unassigned classification is used only to report 
a deficit balance resulting from overspending for specific purposes for which amounts had been restricted or assigned. 
 
The City applies restricted resources first when expenditures are incurred for purposes for which either restricted or 
unrestricted (committed, assigned and unassigned) amounts are available.  Similarly, within unrestricted fund balance 
committed amounts are reduced first followed by assigned and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of the unrestricted fund balance classifications could be used. 
 
The City Council has formally adopted a fund balance policy for the General Fund.  The City’s policy is to maintain a 
minimum unassigned fund balance of 15% of the following year’s budgeted revenues for cash-flow timing needs. 
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NOTE 9 - NET POSITION/FUND BALANCES (continued) 
 

Fund Balances General 

Community 
Planning and 

Economic 
Development

Convention
 Center

Permanent
 Improvement

Nonspendable:
Loans due from component unit -$                         -$                          6,060$                  -$                           
Properties held for resale -                           38,325                      -                        -                             
Prepaid items 6                              -                            -                        -                             

Total nonspendable 6                              38,325                      6,060                    -                             
Restricted for:

Debt service -                           -                            -                        -                             
Community and economic development -                           146,714                    -                        -                             
Capital improvements -                           -                            -                        12,369                       
Grants -                           -                            -                        -                             
Law enforcement -                           -                            -                        -                             

Total restricted -                           146,714                    -                        12,369                       
Committed to:

Accelerated Infrastructure -                           2,347                        -                        -                             
Assigned to:

General government -                           -                            -                        -                             
Public safety -                           -                            -                        -                             
Community & economic development -                           20,472                      52,565                  -                             
Neighborhood & community relations 941                          -                            -                        -                             
Pension obligations -                           -                            -                        -                             
Capital improvements -                           -                            -                        10,725                       

Total assigned 941                          20,472                      52,565                  10,725                       

Unassigned 85,357                     -                            -                        -                             

Total fund balances 86,304$                   207,858$                  58,625$                23,094$                     

 
 

Fund Balances  (continued)
General Debt 

Service
Special 

Assessment
Non-Major

 Governmental Total

Nonspendable:
Loans due from component unit -$                          -$                        -$                             6,060$         
Properties held for resale -                            -                          9,791                           48,116         
Prepaid items -                            -                          -                               6                  

Total nonspendable -                            -                          9,791                           54,182         
Restricted for:

Debt service 17,928                      10,719                    3,483                           32,130         
Community & economic development -                            -                          -                               146,714       
Capital improvements -                            -                          -                               12,369         
Grants -                            -                          1,007                           1,007           
Law enforcement -                            -                          887                              887              

Total restricted 17,928                      10,719                    5,377                           193,107       
Committed to:

Accelerated Infrastructure -                            -                          -                               2,347           
Assigned to:

General government -                            -                          403                              403              
Public safety -                            -                          5,207                           5,207           
Community & economic development -                            -                          5,568                           78,605         
Neighborhood & community relations -                            -                          -                               941              
Pension obligations -                            -                          12,555                         12,555         
Capital improvements -                            -                          -                               10,725         

Total assigned -                            -                          23,733                         108,436       
Unassigned -                            -                          (46)                               85,311         
Total fund balances 17,928$                    10,719$                  38,855$                       443,383$     
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NOTE 10 - RESTRICTED NET POSITION – GOVERNMENTAL ACTIVITIES 
 
Certain components of net position are classified on the statement of net position as restricted because their use is limited.  
The Governmental Activities report restricted amounts that are not available for operations or are legally restricted by outside 
parties for use for a specific purpose.  As of December 31, 2012, the Governmental Activities restricted net position is as 
follows: 

Debt service 44,499$          
Community & economic development 146,714          
Law enforcement 887                 
Grants 1,007              
  Total restricted net position 193,107$        

   
NOTE 11 – RESTRICTED NET POSITION – BUSINESS - TYPE ACTIVITIES 
 
Certain components of net position are classified on the statement of net position as restricted because their use is limited.  
The Business-type Activities report restricted net position amounts that are not available for operations or are legally 
restricted by outside parties for use for a specific purpose.  As of December 31, 2012, the Business-type component of 
restricted net position is as follows: 
 
  Debt service                                    $         33,616      
   
NOTE 12 - DEFINED BENEFIT PENSION PLAN – STATEWIDE PUBLIC EMPLOYEES RETIREMENT 

ASSOCIATION 
 
Plan Description  
 
All full-time and certain part-time employees of the City are covered by defined benefit pension plans administered by the 
Public Employees Retirement Association of Minnesota (PERA). PERA administers the General Employees Retirement 
Fund and the Public Employees Police and Fire Fund, which are cost sharing, multiple-employer retirement plans.  These 
plans are established and administered in accordance with Minnesota Statutes chapters 353 and 356.   
 
General Employees Retirement Fund members belong to the Coordinated Plan or the Basic Plan, as well as a separate 
division for the Minneapolis Employees Retirement Fund (MERF). The Coordinated Plan members are covered by Social 
Security, and Basic Plan members are not. All new members must participate in the Coordinated Plan and benefits vest after 
three years of credited service (five years for those first eligible for membership after June 30, 2010). MERF was made part 
of the General Employees Retirement Fund in June 2010. A traditional multiple employer defined benefit plan, MERF is not 
coordinated with Social Security and was closed to new membership in 1979. Because its funding includes annual state 
subsidies and is required to remain self-sustaining, it is accounted for separately by PERA. In addition to the base employer 
contribution, MERF employers share the responsibility of meeting the MERF division’s unfunded liability with the State of 
Minnesota.  
 
Legislation (MN Statue 353) was passed in 2011 that merged the Minneapolis Police Relief Association and Minneapolis 
Fire Relief Association into PERA’S Police and Fire Fund effective December 30, 2011. All police officers, firefighters, and 
peace officers who qualify for membership by statute are covered by the Public Employees Police and Fire Fund. For 
members’ first eligible for membership after June 30, 2010, benefits vest on a graduated schedule starting with 50 percent 
after five years and increasing 10 percent for each year of service until fully vested after ten years. Members eligible for 
membership before July 1, 2010, are fully vested after three years of service. 
 
PERA provides retirement benefits as well as disability benefits to members and benefits to survivors upon death of eligible 
members.  Benefits are established by state statute. Defined retirement benefits are based on a member’s average yearly 
salary for the five highest-paid consecutive years of allowable service, age, and years of credit at termination of service. 
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NOTE 12 - DEFINED BENEFIT PENSION PLAN – STATEWIDE PUBLIC EMPLOYEES RETIREMENT 

ASSOCIATION 
 
Plan Description (continued) 
 
Two methods are used to compute benefits for the General Employees Retirement Fund Coordinated and Basic Plan 
members. The retiring member receives the higher of a step-rate benefit accrual formula (Method 1) or a level accrual 
formula (Method 2).  Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2 percent of average salary for 
each of the first ten years of service and 2.7 percent for each year thereafter.  For a Coordinated Plan member, the annuity 
accrual rate is 1.2 percent of average salary for each of the first ten years and 1.7 percent for each successive year.  Using 
Method 2, the annuity accrual rate is 2.7 percent of average salary for Basic Plan members and 1.7 percent for Coordinated 
Plan members for each year of service.  For Public Employees Police and Fire Fund members, the annuity accrual rate is 
3.0 percent of average salary for each year of service.   
 
For all General Employees Retirement Fund members, hired prior to July 1, 1989, whose annuity is calculated using Method 
1, and for all Public Employees Police and Fire Fund members, a full annuity is available when age plus years of service 
equal 90. Normal retirement age is 55 for Public Employees Police and Fire Fund members and either 65 or 66 (depending on 
the date hired) for General Employees Retirement Fund members.   A reduced retirement annuity is also available to eligible 
members seeking early retirement. 
 
The benefit provisions stated in the previous paragraphs of this section are current provisions and apply to active plan 
participants.  Vested, terminated employees who are entitled to benefits but are not yet receiving them are bound by the 
provisions in effect at the time they last terminated public service. 
 
PERA issues a publicly available financial report that includes financial statements and required supplementary information 
for the General Employees Retirement Fund and the Public Employees Police and Fire Fund.  That report may be obtained on 
the Internet at www.mnpera.org; by writing to PERA, 60 Empire Drive, Suite 200, Saint Paul, Minnesota 55103-2088; or by 
calling 651- 296-7460 or 1-800-652-9026. 
 
Funding Policy 
 
Pension benefits are funded from member and employer contributions and income from the investment of fund assets.  Rates 
for employer and employee contributions are set by Minn. Stat. ch. 353.  These statutes are established and amended by the 
State Legislature.  The City makes annual contributions to the pension plans equal to the amount required by state statutes.  
General Employees Retirement Fund Basic Plan members and Coordinated Plan members are required to contribute 9.10 and 
6.25 percent, respectively, of their annual covered salary.   Public Employees Police and Fire Fund members are required to 
contribute 9.60 percent  
 

The City is required to contribute the following percentages of annual covered payroll in 2012: 
 
   General Employees Retirement Fund                    
                      Coordinated Plan members                          7.25 % 
   Public Employees Police and Fire Fund       14.40 %            
 
 

  



NOTES TO THE FINANCIAL STATEMENTS  CITY OF MINNEAPOLIS, MINNESOTA 
 
For the fiscal year ended December 31, 2012  (Dollar Amounts Expressed in Thousands)   

76 
 

 
NOTE 12 - DEFINED BENEFIT PENSION PLAN – STATEWIDE PUBLIC EMPLOYEES RETIREMENT 

ASSOCIATION 
 
Funding Policy (continued) 

 
 

The City’s contributions for the years ending December 31, 2012, 2011, and 2010, for the General Employees Retirement 
Fund, the Public Employees Police and Fire Fund, the Minneapolis Fire Department Relief Association, the Minneapolis 
Police Department Relief Association, and the Minneapolis Employees Retirement Fund were: 
 

2012 2011 2010
General Employees Retirement Fund 10,544$  9,347$ 8,986$ 
Public Employees Police and Fire Fund 21,593    14,058 13,884 
Minneapolis Fire Department Relief Association* -                   6,911           3,672   
Minneapolis Police Department Relief Association* -                   16,818 15,212 
Minneapolis Employees Retirement Fund      21,311    3,132   4,145   

* These plans were combined with the Public Employees Poice and Fire Fund on December 30, 2011
 

These contribution amounts are equal to the contractually required contributions for each year as set by state statute. 
 
Minneapolis Employees Retirement Fund 
 
Plan Description 
 
All full-time City employees hired on or before June 30, 1978, other than firefighters, and police officers, are covered by the 
MERF division of the PERA General Employees Retirement Fund, a defined benefit pension plan which is a cost-sharing, 
multiple-employer retirement plan.  This plan is administered in accordance with Minnesota Statutes Chapter 353, and 
sections of Minnesota Statutes 422A(2008). The MERF division pension plan provides pension benefits, deferred annuity, 
and death and disability benefits as set by state statute.  Members are eligible for service retirement either: 
 

1) With 30 or more years of service at any age; or 
2) At age 60 with three or more years of service; or 
3) At age 65 with one year of service; or 
4) With 20 or more years of service at age 55 under the Two Dollar Bill method of retirement (money purchase 

plan), if a MERF member prior to June 28, 1973. 
 
The MERF division provides a number of retirement options from which the member may choose.  The maximum benefit 
one may receive is a retirement allowance payable throughout life.  Participants may receive lesser retirement allowances if 
they choose payments for a guaranteed number of years, request a certain percent or dollar amount of their retirement 
allowances to go to a beneficiary or if they chose to provide for a certain amount to be paid out upon death.  The benefit 
amount for all options, except the money purchase plan, is calculated based on the average of the highest five years salary 
within the last ten years of employment and years of creditable service at the date of retirement.  The member will receive a 
benefit amount equal to 2 percent of that average salary for each of the first ten years of service, and 2.5 percent of that salary 
for each year over ten years of service. 
 
A monthly retirement benefit is available to employees who have under three years of service, but only when these years, 
combined with service in other Minnesota statewide retirement systems, total three or more years.  A monthly retirement 
benefit is also available to employees who have less than three years of combined allowable service in any of the qualifying 
funds, provided the employee works until age 65. 
 
 



NOTES TO THE FINANCIAL STATEMENTS  CITY OF MINNEAPOLIS, MINNESOTA 
 
For the fiscal year ended December 31, 2012  (Dollar Amounts Expressed in Thousands)   

77 
 

 
NOTE 12 - DEFINED BENEFIT PENSION PLAN – STATEWIDE PUBLIC EMPLOYEES RETIREMENT 

ASSOCIATION 
 
Minneapolis Employees Retirement Fund 
 
Plan Description (continued) 
 
Employees who leave public service before retirement and before age 60 may receive a refund of all personal contributions, 
with interest, except for the survivor benefit contribution, which is the equivalent of a non-refundable term insurance 
premium.  Employees who leave public service after age 60 may not withdraw personal contributions with interest unless 
they have worked under three years and do not qualify for monthly retirement benefits. 
 
Pension provisions include death benefits for a beneficiary or surviving spouse and disability benefits for a disabled 
employee, as defined by the fund.  
 
Funding Policy  
 
MERF division employees contribute 9.75% of salary into the Deposit Accumulation Reserve and .50% of salary (subject to 
annual adjustment) into the Survivor Benefits Reserve.  Employers, including the City contribute any excess of normal cost 
contributions of 10.09% of salary.  The unfunded actuarial liability is funded partially by payments each year of 2.68% of 
salary plus $3.9 million from all employers.    The City levies taxes to finance the employer’s share of pension costs for the 
PERA General Employees Retirement Fund. 
 
On June 30, 2010 the Minneapolis Employees Retirement Fund (MERF) was consolidated under PERA. Legislation 
extended the full funding date to 2031 and set a minimum annual payment from the employers of $27 million and maximum 
annual payment of $34 million.  
 
Additional Information 
 
PERA includes more information about the MERF division account in its publicly available report which can be obtained at 
the address included under the Plan Description for PERA. 
 
Minneapolis Firefighters Relief Association and Minneapolis Police Relief Association 
 
Firefighters and police officers hired prior to June 15, 1980, were members of their respective relief associations.  Each 
Association was the administrator of a single-employer defined benefit pension plan.  The Minneapolis Fire Relief 
Association (MFRA) was established November 24, 1886.  It operated under the provisions its bylaws and Minnesota State 
Law.  The Minneapolis Police Relief Association (MPRA) was established on August 23, 1905, and it operated under the 
provisions of Minnesota Statutes, sections 423B.01-.18 and 69.80. On December 30, 2011 both MFRA and MPRA were 
consolidated under PERA.  
 
Potential Impact of New Accounting Standards on Current Period Financial Statements 
 
The Governmental Accounting Standards Board (GASB) has approved GASB Statement No. 68, Accounting and Financial 
Reporting for Pensions - an amendment of GASB Statement No. 27. Application of GASB Statement No. 68 may restate 
portions of these financial statements and will require the City to report unfunded pension liabilities on the statement of net 
position. GASB 68 is required to be implemented for fiscal year ending December 31, 2015. 
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NOTE 13 - DEFINED CONTRIBUTION PLAN – CPED  
 
Plan Description 
 
Qualified CPED employees belong to a defined contribution pension plan administered by Union Central Life Insurance 
Company.  A permanent employee becomes a participant in the plan on April 1 or October 1, following completion of his or 
her probationary period and after attaining age 20 1/2.  
 
Benefits and contribution requirements are established and can be amended by the City of Minneapolis City Council.  All 
provisions are within limitations established by Minnesota Statutes. 
 
The payroll for employees covered by the CPED's defined contribution plan for the year ended December 31, 2012, was 
$2,343 and the CPED's total payroll was $9,472. 
 
Contributions Required and Made 
 
The City of Minneapolis and CPED employee participants are each required to contribute five percent of the participants' 
annual compensation to an investment fund administered by Union Central Life Insurance Company, which will provide 
retirement benefits under a Money Purchase Plan.  Participants are vested at the rate of 20 percent per year, for the 
employer's share of the contribution, and are 100 percent vested immediately for their individual contribution. 
 
The City and CPED employee participants contributed $130 and $119 respectively to the plan during the year, which 
amounts represented 5.53% and 5.1% respectively of the covered payroll. 
 
NOTE 14 - POSTEMPLOYMENT BENEFITS PLAN 
 
Plan Description 
 
The City provides a single-employer defined benefit healthcare plan to eligible retirees and their spouses.  The plan offers 
medical and dental coverage.  Medical coverage is administered by Medica.  Dental coverage is administered through the 
Delta Dental Plan of Minnesota.  The City is self-insured for dental coverage.  Retirees pay 100% of the blended 
active/retiree premium rate, in accordance with Minnesota Statutes Chapt. 471.61, subd. 2b. It is the City’s policy to 
periodically review its medical and dental coverage, and to obtain requests for proposals in order to provide the most 
favorable benefits and premiums for City employees and retirees. 
 
There is no separate, audited GAAP-basis postemployment benefit plan report available. 
 
Funding Policy 
 
Retirees and their spouses contribute to the healthcare plan at the same rate as City employees.  This results in the retirees 
receiving an implicit rate subsidy.  Contribution requirements are established by the City, based on the contract terms with 
Medica and Delta Dental.  The required contributions are based on projected pay-as-you-go financing requirements.  For 
fiscal year 2012, the City contributed $4,299 to the plan.  As of January 1, 2012, there were approximately 1,269 retirees 
receiving health benefits from the City’s health plan.   
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NOTE 14 - POSTEMPLOYMENT BENEFITS PLAN (continued) 
 
Annual OPEB Cost and Net OPEB Obligation 
 
The City’s annual other post-employment benefit (OPEB) cost (expense) is calculated based on the annual required 
contribution of the City (ARC), an amount actuarially determined in accordance with the parameters of GASB Statement 45.  
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and 
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.  The following table 
shows the components of the City’s annual OPEB cost of the year, the amount actually contributed to the plan, and changes 
in the City’s net OPEB obligation to the plan. 
 

Annual required contribution 9,986$            
Interest on net OPEB obligation 518                 
Adjustment to annual required contribution (617)                
     Annual OPEB cost (expense) 9,887              
Contributions made 4,302              
     Increase in net OPEB obligation 5,585              

Net OPEB obligation – beginning of year 17,253            

Net OPEB obligation – end of year 22,838$          

 
The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for 
2012, 2011 and 2010 was as follows: 
 
 
 
 
 
 
 
               
 
 
 
Funded Status and Funding Progress 
 
As of January 1, 2011, the most recent actuarial valuation date, the City had no assets deposited to fund the plan.  The 
actuarial accrued liability for benefits was $101,381 and the actuarial value of assets was $-0-, resulting in an unfunded 
actuarial accrued liability (UAAL) of $101,381.  These are projected figures based on the valuation assumptions. The 
covered payroll (annual payroll of active employees covered by the plan) was $294,840, and the ratio of the UAAL to the 
covered payroll was 34.4%. 
 
Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of occurrence 
of events far into the future.  Examples include assumptions about future employment, mortality, and the healthcare cost 
trend.  Amounts determined regarding the funded status of the plan and the annual required contributions of the employer are 
subject to continual revision as actual results are compared with past expectations and new estimates are made about the 
future.  The schedule of funding progress, presented as required supplementary information following the notes to the 
financial statements, presents multiyear trend information about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liabilities for benefits. 

 
 

Fiscal 
Year 

Ended 

  
 

 
Annual 

OPEB Cost 

  
Percentage 
Of Annual 
OPEB Cost 
Contributed 

  
 
 

Net OPEB 
Obligation 

12/31/2012   $        9,887                43.5%   $      22,841      
12/31/2011   $        9,432                42.3%   $      17,253      
12/31/2010   $        7,412                54.6%   $      11,844       
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NOTE 14 - POSTEMPLOYMENT BENEFITS PLAN (continued) 
 
Actuarial Methods and Assumptions 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the 
employer and the plan members) and include the types of benefits provided at the time of each valuation and the historical 
pattern of sharing of benefit costs between the employer and plan members to that point.  The actuarial methods and 
assumptions used include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued 
liabilities, consistent with the long-term perspective of the calculations. 
 
In the January 1, 2011, actuarial valuation, the entry age normal cost method was used.  The actuarial assumptions included a 
3.0% discount rate, which is based on the investment yield expected to finance benefits depending on whether the plan is 
funded in a separate trust (about 7% to 8.5%, long-term, similar to a pension plan) or unfunded (3.0% to 5%, shorter term, 
based on City’s general assets).  The City currently does not plan to prefund for this benefit.  At the actuarial valuation date, 
the annual healthcare cost trend rate was calculated to be 9% initially, reduced incrementally to an ultimate rate of 5% after 
eight years.  Both rates included a 3% inflation assumption.  The UAAL is being amortized as a level percentage of projected 
payroll on an open basis.  The original amortization period is 30 years, as of January 1, 2011, 30 years remain. 
 
 
NOTE 15-VACATION, SEVERANCE, SICK AND COMPENSATORY TIME PAY 
 
Depending on the terms of their collective bargaining contract, or the policies applicable to their classification, employees 
may accumulate up to 50 days vacation. 
 
Sick leave may be accumulated indefinitely by employees.  Also, employees have the option of being paid once a year for 
current unused sick leave accumulated over a minimum base of 60 days or, under certain circumstances, CPED employees 
may be allowed to have unused sick leave converted to vacation and added to their vacation balance.  Payments are based on 
a sliding scale ranging from 50 percent to 100 percent depending on the base level attained.   In addition, under certain 
circumstances, employees leaving City employment may qualify to receive payment for 50 percent of their unused sick leave 
at their current rate of pay. 
 
Employees, depending on their classification, and subject to prior approval of their supervisor, may earn compensatory time 
in lieu of paid overtime.  Policies are in effect which are designed to place constraints on the amount of compensatory time 
an employee may accumulate. 
 
NOTE 16 - RISK MANAGEMENT & CLAIMS 
 
The City is self-insured and exposed to a variety of risks related to liability claims; property, personal injury and accidents.  
The City is self-insured for workers' compensation, general liability and re-employment. Claims under $25 and unrepresented 
are handled by Risk Management & Claims.  Claims that are represented and over $25 are handled by the City Attorneys’ 
Office. The workers' compensation program includes the Board of Estimate and Taxation blended component unit and all 
City departments.  The Minneapolis Park and Recreation Board and the Municipal Building Commission, discretely 
presented component units, maintained their own workers' compensation & liability programs.  The City, CPED and the 
Board of Estimate and Taxation are self-insured for general liability.  The City, including all discrete and blended component 
units of government, also maintains a self-funded dental plan for covered employees.  The claims liability of $53,030, 
reported in the Self-Insurance Internal Service Fund at December 31, 2012, is based on the requirements of GASB Statement 
No. 10-Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, and covers the exposures of 
workers' compensation, liability, dental and re-employment.  An actuarial study completed in March of 2013 for claim 
exposure and settlements payments, calculated that the claims liability at December 31, 2012 is $53,030, an increase of 
$2,980 from the liability amount of $50,050 at December 31, 2011. 
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NOTE 16 - RISK MANAGEMENT & CLAIMS (continued) 
 
Per State Statute, the City purchases excess insurance for its workers' compensation program from the Workers’ 
Compensation Reinsurance Association (WCRA) and supports the State’s regulation authority through payments in the 
Special Compensation Fund (SCF). The WCRA reimburses members for individual claim losses exceeding the City’s 
retention limit.  Reimbursements by the Second Injury Fund come through the SCF.  Workers' compensation coverage is 
governed by State of Minnesota statutes.  Claims liabilities are reported when it is probable that a loss has occurred and the 
amount of the loss can reasonably be estimated.  Liabilities include an amount for estimated claims administration expenses 
and an amount for claims that have been incurred but are not reported (IBNR).  
 
Dental coverage is based on plan design and includes Delta Dental PPO coverage of up to $1.5 or Delta Dental Premier 
coverage of up to $1 per person annually.  Based on an actuarial review of the dental plan, it has been determined that the 
premium rates charged to departments are sufficient to cover projected dental claims. 
 
Changes in the claims liabilities during fiscal 2011 and 2012 are: 
 

2012
Liability balance – January 1 $ 47,292     $ 50,050     
    Current year claims and changes in estimates 17,037     11,532     
    Claim payments (14,279)   (8,552)     
    
Liability balance – December 31 $ 50,050     $ 53,030     

2011

 
NOTE 17- CLEANUP OF HAZARDOUS MATERIALS 
 
Properties owned by the City of Minneapolis may have certain contingent liabilities associated with them due to potential 
contamination from hazardous material or difficulty in securing vacant structures located on them.  It is not expected that 
these contingencies will have a material effect on the financial statements of the City. 
 
Any of these related costs that are incurred during City project construction are charged to the project that incurs them, and 
are capitalized when the project is completed. 
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NOTE 18 - OTHER COMMITMENTS AND CONTINGENCIES 
 
Amounts received or receivable from grantors, principally the federal and state governments are subject to regulatory 
requirements and adjustments by the grantor agencies.  Any disallowed claims, including amounts previously recognized by 
the City as revenue, would constitute a liability of the applicable funds.  The amount, if any, of expenditures which may be 
disallowed by the grantors cannot be determined at this time.  City officials expect such amounts, if any, to be immaterial. 
 
In connection with the normal conduct of its affairs, the City is involved in various claims and litigations pending against the 
City involving claims for monetary damages.  Except as follows, these pending cases are not unusual in number and amount. 
 

• The City is a defendant in five cases that allege injury or wrongful death, as a result of police misconduct. 
 

• The City is a defendant in a multiple plaintiff case of denial of civil rights and employment discrimination. 
 

• The City is a defendant in case alleging inverse condemnation due to traffic re-engineering and restrictions affecting 
parking and stopping. 
 

• The City is a defendant in a class action lawsuit alleging that the City levied “vacant building registration fees” plus 
interest in excess of the amount permitted by City Ordinance. 
 

• The City is a defendant in a qui tam, false claims lawsuit alleging the City defrauded the U.S. government by falsely 
swearing that the City was affirmatively furthering fair housing creation and enforcement in consideration for the 
acceptance of federal fair housing grants. 

 



GENERAL FUND CITY OF MINNEAPOLIS, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Original Final Actual Variance
REVENUES:
Taxes 204,608$           217,644$           220,527$           2,883$                
Licenses and permits 29,321               29,321               36,089               6,768                  
Intergovernmental revenues 67,513               67,513               68,698               1,185                  
Charges for services and sales 40,361               41,979               44,653               2,674                  
Fines and forfeits 9,495                 9,495                 8,243                 (1,252)                
Special assessments 2,343                 2,526                 3,009                 483                    
Interest 1,500                 1,500                 1,649                 149                    
Miscellaneous revenues 1,782                 2,018                 1,327                 (691)                   
       Total revenues 356,923             371,996             384,195             12,199                

CURRENT EXPENDITURES:
Current:
General government:
     Mayor 1,548                 1,560                 1,449                 111                    
     Council & Clerk 6,631                 7,081                 6,256                 825                    
     Assessor 4,196                 4,196                 3,920                 276                    
     Attorney 7,758                 8,299                 7,852                 447                    
     Civil rights 2,153                 2,153                 2,152                 1                        
     Clerk-Elections 1,396                 1,511                 1,336                 175                    
     Coordinator 1,518                 1,610                 1,559                 51                      
     Coordinator-311 2,962                 3,113                 3,113                 -                     
     Coordinator-Communications 2,161                 2,161                 2,104                 57                      
     Coordinator-Finance 19,633               19,770               19,243               527                    
     Coordinator-Human resources 5,510                 5,536                 5,188                 348                    
     Coordinator-Intergovernmental relations 1,405                 1,405                 1,341                 64                      
     Coordinator-Neighborhood and community relations 6,112                 6,475                 4,065                 2,410                  
     Internal audit 438                    457                    398                    59                      
     Contingency 4,000                 3,750                 11                      3,739                  
     Business Information Systems 50                      50                      50                      -                     
        Total general government 67,471               69,127               60,037               9,090                  

Public safety:
     Regulatory services 30,258               31,978               31,393               585                    
     Coordinator-911 7,297                 7,297                 7,282                 15                      
     Coordinator-Emergency Management 711                    1,064                 610                    454                    
     Fire 52,272               52,841               52,617               224                    
     Police 128,015             128,900             128,485             415                    
        Total public safety 218,553             222,080             220,387             1,693                  

Public works:
     Administration 2,782                 2,782                 2,540                 242                    
     Engineering design 2,749                 2,874                 2,439                 435                    
     Field services 27,136               28,827               28,827               -                     
     Transportation and special projects 13,417               13,528               13,515               13                      
        Total public works 46,084               48,011               47,321               690                    

Culture and recreation - Library 4,982                 4,982                 4,982                 -                     

Health and welfare - Health and family support 2,433                 2,433                 2,432                 1                        

Community & economic development 3,558                 3,558                 3,547                 11                      

       Total expenditures 343,081             350,191             338,706             11,485                

Excess (deficiency) of revenues over (under) expenditures 13,842               21,805               45,489               23,684                

OTHER FINANCING SOURCES (USES):
Transfers from other funds 22,594               8,858                 10,268               1,410                  
Transfers to other funds (41,648)              (41,678)              (41,658)              20                      
Total other financing sources (uses) (19,054)              (32,820)              (31,390)              1,430                  

Net change in fund balance (5,212)                (11,015)              14,099               25,114                

Fund balance - January 1, restated 72,205               72,205               72,205               -                     

Fund balance - December 31 66,993$             61,190$             86,304$             25,114$              

The notes to the required supplementary information are an integral part of this statement.

Budgeted Amounts
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COMMUNITY PLANNING AND ECONOMIC DEVELOPMENT CITY OF MINNEAPOLIS, MINNESOTA
SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Original Final Actual Variance
REVENUES:
Taxes:
   Property tax increment 52,945$          52,945$          50,834$          (2,111)$           

Intergovernmental revenues:
   State grants and shared revenues -                  -                  18                   18                   
   Other local grants -                  -                  45                   45                   

Total intergovernmental revenues -                  -                  63                   63                   

Charges for services and sales 425                 425                 8,844              8,419              
Interest 188                 188                 1,551              1,363              
Miscellaneous revenues:
   Rents and commissions 3,302              3,381              4,166              785                 
   Sale of land -                  -                  556                 556                 
   Loan recapture 1,005              1,005              9,495              8,490              
   Other 10,593            10,893            25                   (10,868)           

Total miscellaneous revenues 14,900            15,279            14,242            (1,037)             

Total revenues 68,458            68,837            75,534            6,697              

EXPENDITURES:
Current:

      Community  & economic development 37,628            121,154          37,466            83,688            

Excess (deficiency) of revenues over
  (under) expenditures 30,830            (52,317)           38,068            90,385            

OTHER FINANCING SOURCES (USES):
Transfers from other funds 4,635              4,635              2,066              (2,569)             
Transfers to other funds (42,308)           (42,308)           (41,869)           439                 

Total other financing sources (uses) (37,673)           (37,673)           (39,803)           (2,130)             

Net change in fund balance (6,843)             (89,990)           (1,735)             88,255            

Fund balance - January 1, restated 209,593          209,593          209,593          -                  

Fund balance - December 31 202,750$        119,603$        207,858$        88,255$          

The notes to the required supplementary information are an integral part of this statement.

Budgeted Amounts
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CONVENTION CENTER SPECIAL REVENUE FUND CITY OF MINNEAPOLIS, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Original Final Actual Variance
REVENUES:
Taxes:
   Sales and use tax 28,842$         28,842$         31,731$         2,889$           
   Entertainment tax 13,937           -                -                -                
   Food tax 11,097           11,097           11,465           368                
   Liquor tax 4,865             4,865             5,426             561                
   Lodging tax 6,125             6,125             6,432             307                

Total taxes 64,866           50,929           55,054           4,125             

Charges for services and sales 5,140             5,140             5,957             817                
Interest 459                459                574                115                
Miscellaneous revenues:
   Rents and commissions 6,492             6,492             7,005             513                
   Damage claims -                -                10                  10                  
   Privileges 2,509             2,509             2,689             180                
   Other -                -                4                    4                    

Total miscellaneous revenues 9,001             9,001             9,708             707                

Total revenues 79,466           65,529           71,293           5,764             

EXPENDITURES:
Current:

      Community  & economic development 41,272           41,432           36,590           4,842             
    Capital Outlay -                5,000             3,905             1,095             

Total Expenditures 41,272           46,432           40,495           5,937             

Excess (deficiency) of revenues over
  (under) expenditures 38,194           19,097           30,798           11,701           

OTHER FINANCING SOURCES (USES):
Transfers to other funds (41,242)          (26,305)          (26,168)          137                
Bonds issued -                5,000             4,200             (800)              
Premium (discount) -                -                111                111                

Total other financing sources (uses) (41,242)          (21,305)          (21,857)          (552)              

Net change in fund balance (3,048)            (2,208)            8,941             11,149           

Fund balance - January 1 49,684           49,684           49,684           -                

Fund balance - December 31 46,636$         47,476$         58,625$         11,149$         

The notes to the required supplementary information are an integral part of this statement.

Budgeted Amount
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION CITY OF MINNEAPOLIS, MINNESOTA 
 
For the Fiscal Year Ended December 31, 2012  (Dollar amounts Expressed in Thousands) 
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NOTE 1 – BUDGETS 
 
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the general and special 
revenue funds. 
 
 
NOTE 2 – POSTEMPLOYMENT BENEFITS PLAN 
 
 

Schedule of Funding Progress 
 

 
 

Actuarial 
Valuation 

Date 

  
Actuarial 
Value of 
Assets 

(a) 

 Actuarial 
Accrued Liability 

(AAL) – 
Entry Age 

(b) 

  
Unfunded 

AAL 
(UAAL) 

(b-a) 

  
 

Funded 
Ratio 
(a/b) 

  
 

Covered 
Payroll 

(c) 

 UAAL as a  
Percentage of 

Covered 
Payroll 
((b-a)/c) 

             
1/1/2007  $     -  $       61,251  $     61,251  0.0%  $ 288,996  21.2% 
1/1/2009  $     -  $       72,210  $     72,210  0.0%  $ 401,097  18.0% 
1/1/2011  $     -  $       96,450  $     96,450  0.0%  $ 287,649  33.5% 

             

 



GOVERNMENTAL FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING BALANCE SHEET
NON-MAJOR FUNDS
December 31, 2012 (In Thousands)

Total
Non-Major

Special Revenue Debt Service Governmental
ASSETS

Cash and cash equivalents 25,560$                             236$                                  25,796$                             
Deposits with fiscal agents 43                                      -                                    43                                      
Investments with trustees -                                    3,246                                 3,246                                 
Receivables:
    Accounts - net 322                                    -                                    322                                    

Taxes 393                                    -                                    393                                    
Special assessments 2,122                                 -                                    2,122                                 
Intergovernmental 13,185                               -                                    13,185                               
Loans - net 15,404                               -                                    15,404                               
Accrued interest 41                                      2                                        43                                      

Due from other funds 2,700                                 -                                    2,700                                 
Properties held for resale 9,791                                 -                                    9,791                                 

Total assets 69,561$                             3,484$                               73,045$                             

LIABILITIES and
FUND BALANCES

Liabilities:
Salaries payable 349$                                  -$                                  349$                                  
Accounts payable 4,046                                 -                                    4,046                                 
Intergovernmental payable 4                                        -                                    4                                        
Due to other funds 7,250                                 -                                    7,250                                 
Deferred Revenue - unavailable 17,603                               1                                        17,604                               
Deferred Revenue - unearned 4,937                                 -                                    4,937                                 

Total liabilities 34,189                               1                                        34,190                               

Fund balances:
Nonspendable 9,791                                 -                                    9,791                                 
Restricted 1,894                                 3,483                                 5,377                                 
Assigned 23,733                               -                                    23,733                               
Unassigned (46)                                    -                                    (46)                                    

Total fund balances 35,372                               3,483                                 38,855                               

Total liabilities and fund balances 69,561$                             3,484$                               73,045$                             
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GOVERNMENTAL FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES 
NON-MAJOR FUNDS
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Total
Non-Major

 Special Revenue Debt Service Governmental
REVENUES:

Taxes 24,047$                             -$                                  24,047$                             
Licenses and permits 1,291                                 -                                    1,291                                 
Intergovernmental revenues 85,191                               -                                    85,191                               
Charges for services and sales 2,288                                 -                                    2,288                                 
Fines and forfeits 360                                    -                                    360                                    
Special assessments 10,005                               -                                    10,005                               
Interest 206                                    9                                        215                                    
Miscellaneous revenues 6,459                                 241                                    6,700                                 

Total revenues 129,847                             250                                    130,097                             

EXPENDITURES:
Current:

General government 34,940                               -                                    34,940                               
Public safety 23,910                               -                                    23,910                               
Public works 2,438                                 -                                    2,438                                 
Health and welfare 10,747                               -                                    10,747                               
Community & economic development 58,473                               -                                    58,473                               

Debt Service:
Principal retirement -                                    31,855                               31,855                               
Interest and fiscal charges -                                    12,102                               12,102                               

Total expenditures 130,508                             43,957                               174,465                             

Excess (deficiency) of revenues
  over (under) expenditures (661)                                  (43,707)                             (44,368)                             

OTHER FINANCING SOURCES (USES):
Transfers from other funds 10,503                               44,267                               54,770                               
Transfers to other funds (12,230)                             (680)                                  (12,910)                             
Premium (discount) -                                    37                                      37                                      
Refunding bonds issued -                                    3,000                                 3,000                                 
Refunding notes issued -                                    5,170                                 5,170                                 
Payments to escrow agents -                                    (8,170)                               (8,170)                               

Total other financing sources (uses) (1,727)                               43,624                               41,897                               

Net change in fund balance (2,388)                               (83)                                    (2,471)                               

Fund balances - January 1 37,760                               3,566                                 41,326                               

Fund balances - December 31 35,372$                             3,483$                               38,855$                             
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DEBT SERVICE FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING BALANCE SHEET - NON-MAJOR FUNDS
DECEMBER 31, 2012 (In Thousands)

Community
Development

Agency Development Total
ASSETS
Cash and cash equivalents 203$                          33$                            236$                          
Investments with trustees 3,246                         -                            3,246                         
Receivables:
  Accrued Interest 1                                1                                2                                

Total assets 3,450$                      34$                            3,484$                      

LIABILITIES and
FUND BALANCES
Liabilities:
  Deferred revenue - unavailable 1$                              -$                          1$                              

Fund balances:
       Restricted 3,449                         34                              3,483                         

Total liabilities and
   fund balances 3,450$                      34$                            3,484$                      
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DEBT SERVICE FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - NON-MAJOR FUNDS
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Community
Development

 Agency Development Total
REVENUES:
   Interest 6$                           3$                           9$                           
   Miscellaneous revenues:
      Rents and commissions -                         241                         241                         

Total revenues 6                             244                         250                         

EXPENDITURES:
   Principal retirement 780                         31,075                    31,855                    
   Interest and fiscal charges 1,714                      10,388                    12,102                    

Total expenditures 2,494                      41,463                    43,957                    

Excess (deficiency) of revenues over
   (under) expenditures (2,488)                    (41,219)                  (43,707)                  

OTHER FINANCING SOURCES (USES):
   Transfers from other funds 3,090                      41,177                    44,267                    
   Transfers to other funds (675)                       (5)                            (680)                       
   Premium (discount) -                         37                           37                           
   Refunding bonds issued   -                         3,000                      3,000                      
   Refunding notes issued 5,170                      5,170                      
   Payments to escrow agents -                         (8,170)                    (8,170)                    

Total other financing sources (uses) 2,415                      41,209                    43,624                    

Net change in fund balances (73)                         (10)                         (83)                         

Fund balances - January 1 3,522                      44                           3,566                      

Fund balances - December 31 3,449$                    34$                         3,483$                    
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INTERNAL SERVICE FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING STATEMENT OF NET POSITION
December 31, 2012 (In Thousands)

Engineering Inter-
Materials and governmental Property Equipment Public Works Self-

Testing Services Services Services Stores Insurance Total
ASSETS
Current assets:
Cash and cash equivalents 1,745$             15,805$           762$              10,237$         2$                 56,399$         84,950$        
Receivables:
  Accounts - net 15                    32                    11                 61                 2                   2                   123              
  Intergovernmental -                  34                    1                   1                   -                -                36                
  Notes -                  4,591               -                -                -                -                4,591           
Due from other funds -                  58                    -                -                -                165                223              
Inventories -                  -                  13                 1,275             4,288             -                5,576           
Properties held for resale -                  -                  -                -                -                433                433              
Prepaid items -                  452                  -                -                -                333                785              

Total current assets 1,760               20,972             787                11,574           4,292             57,332           96,717         

Long-term assets:
     Deferred charges -                  4                      24                 87                 -                -                115              
     Capital assets:
     Non-depreciable:

     Land, leaseholds and easements -                  -                  20,821           2,186             -                -                23,007         
     Construction in progress -                  9,844               17                 1,251             -                -                11,112         

     Depreciable:
     Buildings and structures -                  -                  25,588           30,061           -                -                55,649         
     Less accumulated depreciation -                  -                  (20,848)         (7,883)           -                -                (28,731)        
     Public improvements -                  -                  2,726             330                -                -                3,056           
     Less accumulated depreciation -                  -                  (2,669)           (238)              -                -                (2,907)          
     Machinery and equipment 287                  1,817               12,662           71,151           132                -                86,049         
     Less accumulated depreciation (283)                (1,577)             (7,242)           (46,337)         (132)              -                (55,571)        
     Computer equipment 61                    67,840             162                -                7                   -                68,070         
     Less accumulated depreciation (61)                  (59,717)            (162)              -                (7)                  -                (59,947)        
     Software -                  49,494             8                   -                9                   -                49,511         
     Less accumulated depreciation -                  (36,614)            (8)                  -                (9)                  -                (36,631)        
     Other capital outlay 15                    -                  21                 -                14                 -                50                
     Less accumulated depreciation (15)                  -                  (21)                -                (14)                -                (50)               

Total long-term assets 4                      31,091             31,079           50,608           -                -                112,782        
Total assets 1,764$             52,063$           31,866$         62,182$         4,292$           57,332$         209,499$      

LIABILITIES 
Current liabilities:
Salaries payable 20$                  159$                112$              289$              14$                188$              782$            
Accounts payable 63                    2,002               414                940                330                1,544             5,293           
Intergovernmental payable -                  3                      -                -                2                   -                5                  
Due to other funds -                  -                  -                -                165                -                165              
Deposits held for others -                  14                    -                5                   -                1                   20                
Interest payable -                  10                    12                 56                 -                -                78                
Unearned revenue -                  12,235             1                   -                -                -                12,236         
Bonds payable-current portion -                  1,955               730                2,275             -                -                4,960           
Compensated absences payable-
 current portion 14                    110                  92                 233                12                 118                579              
Unpaid claims payable -                  -                  -                -                -                8,552             8,552           

Total current liabilities 97                    16,488             1,361             3,798             523                10,403           32,670         

Long-term liabilities:
Bonds payable -                  1,160               4,045             19,015           -                -                24,220         
Unamortized premium (discount) -                  151                  213                711                -                -                1,075           
Advances from other funds -                  6,250               -                -                -                -                6,250           
Compensated absences payable 33                    258                  214                543                28                 276                1,352           
Other postemployment benefits 50                    346                  462                915                49                 474                2,296           
Unpaid claims payable -                  -                  -                -                -                44,478           44,478         

Total long-term liabilities 83                    8,165               4,934             21,184           77                 45,228           79,671         

Total liabilities 180                  24,653             6,295             24,982           600                55,631           112,341        

NET POSITION
Net investment in capital assets 4                      28,976             26,067           28,521           -                -                83,568         
Unrestricted 1,580               (1,566)             (496)              8,679             3,692             1,701             13,590         

Total net position 1,584               27,410             25,571           37,200           3,692             1,701             97,158         
Total liabilities and net position 1,764$             52,063$           31,866$         62,182$         4,292$           57,332$         209,499$      
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INTERNAL SERVICE FUNDS CITY OF MINNEAPOLIS, MINNESOTA
COMBINING STATEMENT OF CASH FLOWS
For the Fiscal Year Ended December 31, 2012 (In Thousands)

Engineering Inter- Public
Materials and governmental Property Equipment Works Self-

Testing Services Services Services Stores Insurance Total
Cash flows from operating activities:
  Cash received from customers and users 2,054$             34,611$           15,968$           34,332$           1,921$             26,935$           115,821$         
  Payments to suppliers and users (473)                (21,870)           (9,825)             (12,929)           (1,095)             (10,868)           (57,060)           
  Payments to employees (805)                (5,403)             (5,506)             (13,834)           (710)                (10,974)           (37,232)           
  Other non-operating revenue -                  2                      23                    125                  -                      1,178               1,328               

    Net Cash Provided (used) by operating activities 776                  7,340               660                  7,694               116                  6,271               22,857             

Cash flows from non-capital financing activities:
  Transfers from other funds -                  12,185             894                  1,926               -                  4,072               19,077             
  Transfers to other funds (195)                (1,103)             (598)                (2,284)             (117)                (1,485)             (5,782)             
  Repayment of advances from other funds -                  (1,500)             -                  -                  -                  -                  (1,500)             
    Net cash provided (used) by
      non-capital financing activities (195)                9,582               296                  (358)                (117)                2,587               11,795             

Cash flows from capital and related financing activities:
  Bonds issued -                  1,275               -                  -                  -                  -                  1,275               
  Refunding bonds issued -                  -                  -                  1,500               -                  -                  1,500               
  Principal paid on bonds -                  (9,215)             (700)                (3,745)             -                  -                  (13,660)           
  Interest paid on bonds -                  (389)                (132)                (530)                -                  -                  (1,051)             
  Premium (discount) -                  34                    (32)                  (173)                -                  -                  (171)                
  Acquisition and construction of capital assets -                  (4,680)             -                      (7,493)             -                  -                  (12,173)           
  Bond issuance costs -                  (2)                    (29)                  -                  -                  -                  (31)                  
  Proceeds from sale of capital assets -                  -                  -                  484                  -                  -                  484                  
  Contributions from other funds -                  -                  -                  555                  -                  -                  555                  
    Net cash provided (used) by
      capital and related financing activities -                  (12,977)           (893)                (9,402)             -                  -                  (23,272)           

Net increase (decrease) in cash and cash equivalents 581                  3,945               63                    (2,066)             (1)                    8,858               11,380             

Cash and cash equivalents, beginning of year 1,164               11,860             699                  12,303             3                      47,541             73,570             

Cash and cash equivalents, end of year 1,745$             15,805$           762$                10,237$           2$                    56,399$           84,950$           

Reconciliation of operating income to net
  cash provided (used) by operating activities
  Operating income (loss) 650$                (8,177)$           (727)$              1,121$             783$                2,217$             (4,133)$           
  Adjustment to reconcile change in net assets to net cash
    provided (used) by operating activities:
  Depreciation 4                      12,314             1,127               6,424               -                  -                  19,869             
  Accounts receivable (net) 65                    36                    20                    (58)                  1                      (2)                    62                    
  Intergovernmental receivable -                  102                  35                    13                    -                  -                  150                  
  Notes receivable -                  1,284               -                  -                  -                  -                  1,284               
  Inventories -                  -                  3                      (210)                80                    -                  (127)                
  Prepaid items -                  82                    -                  -                  -                  167                  249                  
  Due from other funds -                  (58)                  -                  -                  -                  865                  807                  
  Salaries payable 7                      21                    (36)                  24                    2                      15                    33                    
  Accounts payable 37                    429                  242                  43                    117                  (885)                (17)                  
  Due to other funds -                  -                  -                  -                  (865)                -                  (865)                
  Intergovernmental payable -                  (5)                    (8)                    (10)                  (17)                  -                  (40)                  
  Unearned revenue -                  1,223               1                      -                  -                  (157)                1,067               
  Compensated absences payable 2                      8                      (126)                (1)                    3                      (217)                (331)                
  Other postemployment benefits 11                    79                    106                  223                  12                    110                  541                  
  Unpaid claims -                  -                  -                  -                  -                  2,980               2,980               
  Other non-operating revenue -                  2                      23                    125                  -                  1,178               1,328               
    Net cash provided (used) by
      operating activities 776$                7,340$             660$                7,694$             116$                6,271$             22,857$           

Non-cash investing, capital and financing activities:
Gain (Loss) on disposal of capital assets -$                -$                    -$                (251)$              -$                -$                (251)$              
Capital contribution -                  23 47                    1,692               -                  -                  1,762               
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