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CENTRE SQUARE PARKING RAMP

As one of the fastest growing cities in Minnesota, St. Cloud’s Downtown is in the
midst of a remarkable renaissance. The new Centre Square Parking Facility was
sorely needed to meet the growing parking demands in this vibrant area.

The 525-space Centre Square Parking Facility was opened for public use on
October 12, 2007. This beautiful new facility is located at 6" Avenue and 1% Street
South, near the downtown historic district. This facility replaces the much smaller
Park-N-Shop surface lot that was located on this site.

Users of the new ramp appreciate that it is safe, brightly lit, user friendly and
provides out-of-the weather parking.

The total cost for the construction of the Centre Square Parking Ramp was $8.8
million. The City issued $5,210,000 of General Obligation Parking Revenue
Bonds to finance the majority of the construction costs. In addition, tax increment
collections, tax abatement, and parking system revenues were used to finance the
balance of the construction costs.

Photo taken by:
Joe Nathan and Jason Vander Eyk
City of St. Cloud Media
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ST. CLOUD, MINNESOTA
IN RELATION TO OTHER MINNESOTA CITIES

Duluth ¢

St. Cloud ¢

Minneapolis ¢
St. Paul ¢

Rochester ¢

St. Cloud, Minnesota is located on the banks of the beautiful Mississippi River just over 60 miles
northwest of the Twin Cities of Minneapolis and St. Paul. As the center of Minnesota’s fastest
growing metropolitan area, St. Cloud serves as a commercial hub for over 250,000 people. In
addition to our strong economic environment, St. Cloud offers very ample and diverse opportunities
in education, recreation and the arts. Outside of the Twin Cities metropolitan area, St. Cloud is the
third largest metropolitan city in the State of Minnesota.
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Expert advice. When you need it.”™

INDEPENDENT AUDITORS' REPORT

June 16, 2008

Honorable Mayor and Members
of the City Council

City of St. Cloud

St. Cloud, Minnesota

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
City of St. Cloud, Minnesota, as of and for the year ended December 31, 2007, including the
Housing and Redevelopment Authority (HRA) of St. Cloud as of December 31, 2007, and for the
year then ended, which collectively comprise the City’s basic financial statements as listed in the
Table of Contents. These financial statements are the responsibility of the City’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the HRA of St. Cloud which is presented as a discretely
presented component unit. Those financial statements were audited by other auditors whose
report thereon has been furnished to us and our opinion, insofar as it relates to the amounts
included for the discretely presented component unit, is based solely on the report of the other
auditors.

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

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the City of St. Cloud, Minnesota, as of December 31, 2007,
including the HRA of St. Cloud discretely presented component unit as of December 31, 2007,
and the respective changes in financial position and cash flows, where applicable, thereof and the
budgetary comparison for the General Fund for the periods then ended in conformity with U.S.
generally accepted accounting principles.
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In accordance with Government Auditing Standards, we have also issued a report dated June 16,
2008, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with laws and regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The Management’s Discussion and Analysis, which follows this report letter, is not a required
part of the basic financial statements but is supplementary information required by U.S.
generally accepted accounting principles. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying supplementary
information identified in the Table of Contents is presented for purposes of additional analysis
and is not a required part of the basic financial statements. The supplementary information has
been subjected to the auditing procedures applied the audit of the basic financial statements, and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole. The introductory and statistical sections have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Ko, Dildendoin, Vura Lk

KERN, DEWENTER, VIERE, LTD.
St. Cloud, Minnesota
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CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

As management of the City of St. Cloud, we offer readers of the City of St. Cloud’s financial
statements this narrative overview and analysis of the financial activities of the City of St. Cloud for
the fiscal year ended December 31, 2007. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found on pages 1-7 of this report.

Financial Highlights

¢ The assets of the City of St. Cloud exceeded its liabilities at the close of the most recent fiscal year
by $407,480,518, as compared with $378,493,031 for the previous year. Of this amount,
$62,606,297 may be used to meet government’s ongoing obligations to citizens and creditors.

¢ The government’s total net assets increased by $27,969,059.

¢ As of the close of the current fiscal year, the City of St. Cloud’s governmental funds reported
combined ending fund balances of $69,135,087, a decrease of $16,291,904. Of this total amount,
$65,595,483 is available or designated for spending at the government’s discretion (unreserved fund
balance).

+ At the end of the current fiscal year, unreserved fund balance for the general fund was $18,691,774
or 53.1% percent of total general fund expenditures.

¢ The City of St. Cloud’s total bond debt increased by $581,871 (0.4%) during the current fiscal year.

Overview of the Financial Statements

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

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

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

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

13



CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Overview of the Financial Statements (Continued)

Government-wide financial statements (continued). Both of the government-wide financial
statements distinguish functions of the City of St. Cloud that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City of St. Cloud include general government, public safety, public
works, economic development, interest on long-term debt, and culture and recreation. The business-
type activities of the City of St. Cloud include the water, wastewater, stormwater, and hydroelectric
utilities, parking system, refuse service, municipal athletic complex and civic center operations.

The government-wide financial statements include not only the City of St. Cloud itself (known as the
primary government), but also a legally separate Housing and Redevelopment Authority of St. Cloud.
Financial information for this component unit is reported separately from the financial information
presented for the primary government itself.

The government-wide financial statements can be found on pages 26-28 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of St. Cloud, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of St. Cloud can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City of St. Cloud maintains several 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 balances for the general fund, the tax increment and improvement
debt service funds, and the infrastructure management, improvement construction, and library
construction capital projects funds, all of which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation. Individual fund data for each
of these non-major governmental funds is provided in the form of combining statements on pages 99-
110 of this report.

14



CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Overview of the Financial Statements (Continued)

Governmental funds (continued). The City of St. Cloud adopts an annual appropriated budget for its
general fund. Budgetary comparison statements can be found on pages 111-135 of this report for the
general fund and special revenue funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 29-37 of this report.

Proprietary funds. The City of St. Cloud 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 St. Cloud uses enterprise funds to account for its
water, wastewater, stormwater, and hydroelectric utilities, parking system, refuse service, municipal
athletic complex and civic center operations. Internal service funds are an accounting device used to
accumulate and allocate costs internally among the City of St. Cloud’s various functions.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
water, wastewater, stormwater, and hydroelectric utilities, parking system, refuse service, municipal
athletic complex, and civic center, all of which are considered to be major funds of the City of St.
Cloud. Conversely, both internal service funds are combined into a single, aggregated presentation in
the proprietary fund financial statements. Individual fund data for the internal service funds is provided
in the form of combining statements on pages 137-139 of this report.

The basic proprietary fund financial statements can be found on pages 38-47 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the City. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of the funds are not available to support the City’s own programs. The accounting used
for fiduciary funds is much like that used for proprietary funds. The basic fiduciary fund statement can
be found on page 48 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 49-94 of this report.

Other information. The combining statements referred to earlier in connection with non-major
governmental funds and internal service funds are presented immediately following the notes to the
financial statements. Combining and individual fund statements and schedules can be found on pages
99-139 of this report.
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CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2007

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City of St. Cloud, assets exceeded liabilities by $407,480,518 at the close of
the most recent fiscal year.

By far the largest portion of the City of St. Cloud’s net assets (80.1 percent) reflects its investment in
capital assets (e.g., land, buildings, machinery, and equipment), less any related debt used to acquire
those assets that is still outstanding. The City of St. Cloud uses these capital assets to provide services
to citizens; consequently, these assets are not available for future spending. Although the City of St.
Cloud’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Current and other assets
Capital assets

Total assets

Long-term liabilities
outstanding
Other liabilities

Total liabilities

Net assets:

Invested in capital assets,
net of related debt

Restricted

Unrestricted

Total net assets

NET ASSETS
Governmental Activities Business-Type Activities Total

2007 2006 2007 2006 2007 2006
$118,498,422  $124,162,811  $ 31,194,915  $ 34,126,692  $149,693,337  $158,289,503
237,602,213 217,971,726 195,131,885 173,454,495 432,734,098 391,426,221
356,100,635 342,134,537 226,326,800 207,581,187 582,427,435 549,715,724
119,123,967 120,542,077 41,809,309 39,954,802 160,933,276 160,496,879
11,710,920 8,415,685 2,302,721 2,310,129 14,013,641 10,725,814
130,834,887 128,957,762 44,112,030 42,264,931 174,946,917 171,222,693
169,704,862 158,990,780 156,769,395 136,858,876 326,474,257 295,849,656
18,399,964 31,812,322 - - 18,399,964 31,812,322
37,160,922 22,373,673 25,445,375 28,457,380 62,606,297 50,831,053
$225,265,748  $213,176,775  $182,214,770  $165,316,256  $407,480,518  $378,493,031
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CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Government-Wide Financial Analysis (Continued)

An additional portion of the City of St. Cloud’s net assets (4.5 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
assets of $62,606,297 (15.4%) may be used to meet the government’s ongoing obligations to citizens
and creditors.

At the end of the current fiscal year, the City of St. Cloud is able to report positive balances in all
three categories of net assets. The City also had positive balances in all the categories of net assets
in the prior fiscal year.

Governmental activities. Governmental activities increased the City of St. Cloud’s net assets by
$11,070,545, thereby accounting for 39.6 percent of the total growth in the net assets of the City of St.
Cloud.

Business-type activities. Business-type activities increased the City of St. Cloud’s net assets by
$16,898,514 accounting for 60.4 percent of the total growth in the government’s net assets.

+ Capital contributions for the Water and Wastewater Utilities totaled $11,888,738 in 2007. The City
accounts for all the construction activities in the improvement construction capital projects funds.
When the improvement construction fund is closed, the assets contributed to the Water and
Wastewater Utilities are transferred from the Governmental Funds.

¢ The Hydroelectric Utility net assets increased by $464,426 in 2007. The increase was due to an
operating profit from operations. The Hydroelectric Utility currently has a $460,164 deficit net
assets. The deficit balance was created by a bond issue in 1998 relating to a lawsuit. The deficit
balance has been reduced from $4,523,420 in 1998 to $460,164 in 2007.

¢ The Parking System net assets increased $2,501,617 in 2007 due partially to an operating surplus of
$340,541 in the downtown parking system. In addition, the Parking System received $2,089,750 in
tax increment revenues as part of the financing package for the Centre Square 111 parking ramp.

¢ The Civic Center net assets decreased $1,026,537 in 2007. The Civic Center transferred $964,072
to the Municipal Athletic Complex to finance improvements at Joe Faber Field for the St. Cloud
River Bats summer collegiate baseball team. The transfer in also was the reason for the $876,981
increase in net assets for the Municipal Athletic Complex.
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CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2007

Government-Wide Financial Analysis (Continued)

CHANGES IN NET ASSETS

The following is a comparative analysis of the City of St. Cloud’s changes in net assets for the current
and prior fiscal years:

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues:
Property taxes
Other taxes
Grants and contributions

not restricted to specific
programs

Other

Total revenues

Expenses:
General government
Public safety
Public works
Culture and recreation
Economic development
Interest on long-term debt
Water utility
Wastewater utility
Stormwater utility
Parking system
Refuse service
Municipal athletic complex
Hydroelectric utility
Civic center

Total expenses

Increase in net assets
before transfers
Transfers

Increase in net assets
Net assets - 1/1
Prior period adjustment

Net assets - 1/1 as restated

Net assets - 12/31

Governmental Activities Business-Type Activities Total
2007 2006 2007 2006 2007 2006
$ 6,809,042 $ 6,660,983 $ 25590,386 $ 23,649,079 $ 32,399,428 $ 30,310,062
4,906,143 5,386,465 106,377 333,408 5,012,520 5,719,873
24,240,880 11,922,274 3,223,083 152,300 27,463,963 12,074,574
16,060,305 15,264,712 42 100 16,060,347 15,264,812
11,011,697 10,458,986 479,997 449,143 11,491,694 10,908,129
12,721,667 13,148,130 - - 12,721,667 13,148,130
4,787,222 2,567,295 1,477,122 978,891 6,264,344 3,546,186
80,536,956 65,408,845 30,877,007 25,562,921 111,413,963 90,971,766
8,721,934 7,606,404 - - 8,721,934 7,606,404
22,212,317 20,688,905 - - 22,212,317 20,688,905
16,841,586 14,714,322 - - 16,841,586 14,714,322
5,359,067 5,089,991 - - 5,359,067 5,089,991
1,543,554 1,192,044 - - 1,543,554 1,192,044
4,529,169 2,583,340 - - 4,529,169 2,583,340
- - 7,714,171 7,485,425 7,714,171 7,485,425
- - 6,301,801 5,893,073 6,301,801 5,893,073
- - 487,805 413,088 487,805 413,088
- - 1,495,443 1,269,335 1,495,443 1,269,335
- - 2,687,109 2,616,607 2,687,109 2,616,607
- - 1,888,109 1,826,687 1,888,109 1,826,687
- - 1,645,616 1,620,355 1,645,616 1,620,355
- - 2,017,223 1,811,722 2,017,223 1,811,722
59,207,627 51,875,006 24,237,277 22,936,292 83,444,904 74,811,298
21,329,329 13,533,839 6,639,730 2,626,629 27,969,059 16,160,468
(10,258,784) (6,422,874) 10,258,784 6,422,874 - -
11,070,545 7,110,965 16,898,514 9,049,503 27,969,059 16,160,468
213,176,775 206,065,810 165,316,256 156,266,753 378,493,031 362,332,563
1,018,428 - - - 1,018,428 -
214,195,203 206,065,810 165,316,256 156,266,753 379,511,459 362,332,563
$225,265,748  $213,176,775  $182,214,770  $165,316,256  $407,480,518  $378,493,031
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CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Government-Wide Financial Analysis (Continued)
Governmental activities

EXPENSES AND PROGRAM REVENUES - GOVERNMENTAL ACTIVITIES
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Government Recreation Development  Long-Term

Debt

REVENUES BY SOURCE - GOVERNMENTAL ACTIVITIES

Other Taxes
Property Taxes 13.7%
19.9%
Grants and

Contributions Not
Restricted to Specific
Programs
15.8%

Other
5.9%

Charges for Services
8.5%
Operating Grants anc
Contributions
6.1%

Capital Grants and
Contributions
30.1%

19



CITY OF ST. CLOUD, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Government-Wide Financial Analysis (Continued)
Business-type activities

EXPENSES AND PROGRAM REVENUES — BUSINESS-TYPE ACTIVITIES

12,000,000
O Revenues

W Expenses

10,000,000

8,000,000 A

6,000,000 -
4,000,000 1
2,000,000 1 |_L I_.

Water Utility ~ Wastewater Stormwater  Parking System Refuse Service ~ Municipal Hydroelectric  Civic Center
Utility Utility Athletic Utility
Complex

REVENUES BY SOURCE - BUSINESS-TYPE ACTIVITIES

Operating Grants and
Contributions
0.3%

Capital Grants and
Contributions

10.4%
Charge; ;ogr O/SerVIces Other Taxes
.9% 1.6%
Other
4.8%

Financial Analysis of the Government’s Funds
As noted earlier, the City of St. Cloud uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City of St. Cloud’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the City of St. Cloud’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government’s net resources available for spending at the end
of the fiscal year.
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