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City of Ramsey
Mission Statement

The City Council, Commissions and Staff strive to provide to the citizens of Ramsey,
governance which is fiscally stable and provides services at levels and in a manner desired by
the citizens. Further, the City Council intends to provide leadership for a proactive organization
provided for the benefit of all local constituencies.

Prii Obyectt
To provide pro-active delivery of municipal services to the citizens for a cost at or

below the Metropolitan median for delivery of similar services.

To provide increased aesthetics and amenities in industrial, commercial and residential
neighborhoods.

To provide increase park and natural resource opportunities to the public.

To provide a consistent level of service to the community in the areas of public works,
public safety and general operations.

To collaborate with other levels of government and service providers to increase the
level and quality of service to the community.

To ensure responsiveness to the public and to foster an atmosphere of communication
within and outside of the organization.

Actively promote economic development in an effort to expand the tax base and quality
employment opportunities.




15153 Nowthen Boulevard NW ¢ Ramsey, Minnesota 55303
City Hall: (763) 427-1410 » Fax: (763) 427-5543
WWW.Cl.ramsey.mn.us

April 29, 2004

Honorable Mayor and Members of the City Council
City of Ramsey
Ramsey, Minnesota

The Comprehensive Annual Financial Report of the City of Ramsey, Minnesota (the City) for the fiscal
year ended December 31, 2003, is hereby submitted. Responsibility for both the accuracy of the data,
and the completeness and fairness of the presentation, including all disclosures, rests with the City. To
the best of our knowledge and belief, the enclosed data is accurate, in all material respects, and is
reported in a manner designed to present fairly, the financial position and results of operations of the
various funds and account groups of the City. All disclosures necessary to enable the reader to gam an
understanding of the City’s financial activities have been included.

The Comprehensive Annual Financial Report is presented in four sections: introductory, financial,
statistical, and other required reports. The introductory section, which is unaudited, includes this letter of
transmittal, the City’s organization chart, the City’s mission statement, and a list of the principal
officials. The financial section includes the independent auditor’s report, the general purpose financial
statements, and the combining and individual fund and account group financial statements and schedules.
The statistical section, which is unaudited, includes selected financial and demographic information,
generally presented on a multi-year basis. The final section contains the auditors’ reports on the internal
control structure, and compliance with applicable laws and regulations.

The organization, form and contents of this report were prepared in accordance with the standards
prescribed by the Governmental Accounting Standards Board (GASB), the Government Finance
Officer’s Association of the United States and Canada, the American Institute of Certified Public
Accountants (AICPA), the Minnesota State Auditor’s Office, and the Ramsey City Charter. Also, the
Comprehensive Annual Financial Report is required by the bond rating agencies before they will rate the
City’s bonds. The report can be used by the City Council and the citizens of the City to gain a better
understanding of the financial condition of the City.
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REPORTING ENTITY

The funds and entities related to the City included in our Comprehensive Annual Financial Report are
those for which the City is financially accountable. The criteria used in determining the reporting entity
are consistent with those established by GASB. Based on these criteria, all funds and account groups,
departments and commissions of the City and the Ramsey Economic Development Authority, which is a
blended component unit, are included in this report.

GOVERNMENTAL STRUCTURE, LOCAL ECONOMIC CONDITION AND OUTLOOK

Ramsey is located in the southwestern part of Anoka County and is situated approximately 25 miles from
Minneapolis. The City has 28.8 square miles within its corporate boundaries and is bordered by two
major rivers, the Mississippi River along the south and the Rum River along the east.

Ramsey incorporated as a City in 1974, and is organized as a Home Rule City under a City Charter
originally adopted in 1984. The City Council consists of a Mayor and six Councilmembers, and is
elected at large on a nonpartisan basis. Elections are held in November of each even numbered year.
The terms of office are four years for the Mayor and four years for Councilmembers. The City Council is
responsible for enacting ordinances, resolutions, and regulations governing the City, and appointing the
City Administrator, City Attorney, and members of the various advisory boards and commissions.

The City provides a variety of municipal services. These include a full-time police department, a
volunteer fire department, engineering services, street and park maintenance, building inspections,
planning and zoning, public improvements, general administrative services, and public water and sewer
utilities in the urban service areas. '

The City’s General Fund has two major categories of funding sources, which accounted for 70% of the
total revenue in 2003: general property taxes at 53% and transfers from other funds at 17%. In prior
years, intergovernmental revenue was the second largest category of revenue for the General Fund.
Intergovernmental revenue includes state aids, such as Local Government Aid (LGA), Market Value
Homestead Credit (MVHC), Highway Maintenance Aid, Fire Relief Aid, and Police Aid and county
grants.

Due to the State of Minnesota budget deficits, year 2003 saw a total reduction in LGA to the City in the
amount of $303,000, and a reduction in MVHC of $174,000 from an original amount of $461,000. This
represented a total reduction of intergovernmental revenue in the amount of $477,000. The State of
Minnesota did allow cities the ability to levy up to 60% of the lost 2003 aid in 2004.

The State of Minnesota also put in place severe levy limits for 2004. Cities were only allowed to levy up
to 60% of lost state aids, but were not allowed to capture any commercial and residential market value
growth. To compensate for the lost aid and strict levy limits, the City implemented a franchise fee on gas
and electric utility customers at the rate of $3 per meter. The franchise fee is to sunset December 31,
2004.

The City has an unemployment rate of 5% in comparison to the state’s average of 5% and a national
average of 6%. Anoka County, in which Ramsey is located, has an employed labor force of
approximately 179,965.



MAJOR INITIATIVES

Since 1990, the City has been attempting to provide improved services to a dramatically increasing
number of households in a time of fiscal constraints at the state level. From the 1990 census to the 2003
projection, Ramsey’s population has increased by 68%. At the same time, aids from the State of
Minnesota have decreased at the rate of 40%. The consumer price index, as one measure of the normal
cost of doing business without any population growth, has increased in excess of 20% over the same
period. As a result, the City has struggled to maintain and improve services while keeping property taxes
at reasonable levels.

The property tax rate (expressed as a percentage of tax capacity) between 1990 and 2003 has increased.
In 1990, the local tax rate (city only) was 15.193%. In 2003, it was 39.353% and 2004 is projected to
decrease to a tax rate of 37.437%. While the tax rate is in fact higher than five years ago, the portion of
the tax dollar paid to the City is about 37¢ for every dollar collected. The other 63¢ is paid to Anoka
County, the School District (either Anoka-Hennepin District No. 11 or Elk River District No. 728), and
special taxing districts such as the Metropolitan Council.

The year 2003 was characterized by continued construction activity with a higher emphasis on residential
development. The City Council, volunteer commissions, and municipal employees strive to provide
services, at the levels desired by the public, at reasonable costs.

GENERAL OPERATIONS

Ramsey has a long history of fiscal conservatism when it comes to the general operations of the City.
Using the 2003 estimate of 20,800 residents and 6,613 households, the City levied $235.80 per capita and
$741.68 per household in taxes for 2003. The City’s staffing level is similarly conservative at 3.65 full-
time equivalent positions per thousand residents. All three of these measures are below the average in
the metropolitan area.

One way the City maintains a low staff-to-citizen ratio is to use temporary part-time employees,
volunteers, and contract services. In order to attract and maintain qualified employees, the City has
adopted a compensation policy with the goal of paying salaries at the median of market rates. City
employees are represented by two labor unions and benefit packages are negotiated through them.

The City is committed to continuous improvement of customer service. Investments in technology make
it easier and faster to retrieve information and respond to citizen requests. That investment is reinforced
by employee training. A recent review revealed that 85% of the City’s regular employees received some
type of training during 2003. About 1.1% of the City’s 2003 operating budget was earmarked for
training.

Empbhasis over the past four years has been placed on ensuring that this community is on firm financial
footing. This goal has been addressed by diversification of its tax base evidenced by the growth of the
commercial and industrial sectors of the City. The City Council has also worked hard to ensure stability
in the Public Improvement Revolving Fund, Public Facilities Construction Fund, and Park Improvement
Revolving Funds. Fully capitalizing these funds ensures that programs such as park construction,
equipment replacement, and street maintenance do not require tax dollars to support city efforts. In all
three cases, city expenditures are supported from interest earnings from these funds within which the
principal balances are secure.



Emphasis has also been placed on ensuring that, where possible, those parties receiving a unique benefit
from city services cover the cost of that benefit. As a result, all staff time spent on development activities
is billed to the development rather than being supported by the taxpayers. In 2000, a storm water utility
program was enacted to correct drainage problems throughout the City. Benefitted properties are billed
directly, which reduces costs to persons who would otherwise have to pay for the service if the expense
was covered by tax dollars.

The City, in an effort to take advantage of existing systems and services provided by local companies,
has entered into an agreement for use of its utility billing system with a local company (Connexus
Energy). Their existing billing application allows them to bill for city utilities. This program allows the
City the opportunity to not invest in additional equipment and personnel that would duplicate a service
that is currently being provided in the private sector. Connexus Energy sees benefit by a fuller utilization
of their in-house billing system. The City continues to look for ways such as this to operate in a more
efficient manner.

At the same time, the City is constantly looking for ways to keep organizational operating costs down.
Technology improvements have been a major focus with a complete computer upgrade. Maintenance
operations have also been improved by utilization of equipment built to reduce the time necessary to
conduct tasks such as turf maintenance. Our staffing, mentioned earlier, does not include large
complements of people for emergency events such as large snowfalls. Rather, the City has a number of
people “on-call” who are available should the need arise, but are not on the payroll for the remainder of
the year.

COMMUNITY DEVELOPMENT AND ENGINEERING

Dufihg 2003, there were 454 permits issued for new home construction with a total of 2,152 permits
issued (includes wells, decks, additions, commercial buildings, etc.). The total value of permits issued
the past five years has been:

2003 $70,906,900
2002 $31,258,025
2001 $19,696,900
2000 $22,559,900
1999 $23,656,560

As a result of the recent building activity, the expected growth of the community through the year 2004 1s
anticipated to be as follows:

Households Population
1990 Census 3,641 12,408
2000 Census 5,960 18,510
2003 City staff projection 6,613 20,800
2004 City staff projection 7,213 22,320

The preceeding projections will be adjusted periodically and will vary depending on changes in the
economy and City Council decisions.

In terms of commercial and industrial development, the City issued eight building permits for
commercial or industrial construction projects valued at $4,924,072. In 2003, the City approved
development of a total of 97,000 square feet of commercial and industrial space. The City re-subdivided
Sunfish Lake Business Park in order to respond to the 1-2 acre lot demand.



PLANNING

In 2003, the City Council approved 11 residential plats creating 147 urban single-family lots, 489
townhome lots, and 17 rural, single-family lots.

Each year the City Council approves a Capital Improvement Program. This document projects the
priority and construction schedule for the completion of public improvements over the next five years.
Most of these improvements are funded through dedicated funds that are set aside specifically for the
noted project. It is this document that gives the community the best picture of projected new roads,
utilities and parks over the next several years.

After several years of planning, the Ramsey Town Center project is in the ground and moving ahead.
The City created a separate zoning district that will regulate the Town Center development. After a
lengthy process, the City approved the final plat of the first phase of the Town Center Development and
entered into a Master Development Agreement with a Developer, Ramsey Town Center, LLC. The City
also approved the first site plan for the project, the P.A.C.T. Charter School, for the construction of a
71,000 square foot, two story facility that will serve 560 students from kindergarten through 12® grade.
At the close of the year, Ramsey Town Center, LLC brought forward a proposal for development that
included 100 units of attached housing that will be built by the D.R. Horton Company.

TRANSPORTATION

The City currently owns and maintains 148.10 miles of paved roadways after the addition of 4.40 miles
of new street construction in 2003. The City also maintains 6.40 miles of dirt and gravel roadways, and
Anoka County and the State of Minnesota control another 39.51 miles of paved arterial highway
corridors. A major effort over the past few years has been toward the ongoing maintenance of these
roadways. Annually, the City completes sealcoating or overlays on approximately 15 miles of existing
city streets. In 1993, the City Council created the Public Improvement Revolving Fund (PIR) to provide
the dollars necessary to pay for half of the cost of this maintenance program. Without the PIR Fund,
either the property owner would pay for all of the necessary costs, or a tax increase would be required for
the City’s portion. The PIR Fund is self-supporting through its interest earnings.

UTILITIES

Major improvements were also made to the City’s utility system in 2003. A total of $1,806,512 worth of
water and sewer lines were installed in new subdivisions or to interconnect (loop) lines within the urban
section of the community. To alleviate persistent drainage problems throughout the City, a Storm Water
Utility Fund was created in 2000. A total of $1,027,902 of storm sewer lines were installed in 2003.
During 2003, more than 411 million gallons of water was pumped from the City’s five municipal wells,
which is a 2% increase over the preceeding year.

PARKS
The City is fortunate in being home to 565 acres of state, county, and city park space. Included in the
City inventory is almost thirty miles of trails, sidewalks, and over 200 acres of active park spaces. The

balance of the system is either yet to be developed or dedicated as nature preserves.

In 2003, the City was awarded a $500,000 grant from the State of Minnesota. This grant is to be used for
conservation and easements adjacent to Trott Brook.
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PUBLIC SAFETY

During 2003, the staffing level was maintained at 17 sworn officers in the police department. The police
department responded to 9,265 incidents in 2003, compared to 8,592 for 2002. For the two years, this
activity is broken down into the following categories:

2003 2002
Traffic arrests 2,298 1,469
Motor vehicle accidents 455 389
Domestics/animal complaints/neighborhood complaints 6,457 6,658
Impounded animals 55 76

The police department experienced several changes in 2003. The first sergeant was promoted to a newly
created position of captain. The corporal position was eliminated after the current corporal was
promoted to sergeant and two new patrol officers joined the force replacing two vacant positions. The
command structure of the police department now consists of a chief, a captain, and three sergeants.

The City received state and national honors for its National Night Out Program, for the fourth
consecutive year.

A three-day Safety Camp was started in 2002. The camp was conducted by the police and fire
departments, with about 110 kids in attendance.

The fire department responded to 321 fire incidents, of which 106 were personal injury accidents. This
compares to totals in 2002 of 318 and 103, respectively. Both the police and fire departments are
dispatched through the Anoka County Communications Center, which saves the community significant
expense in operational costs. Police department jailing is also handled by Anoka County, as is a portion
of crime investigation.

ACCOUNTING SYSTEM, INTERNAL, AND BUDGETARY CONTROLS

The City’s accounting system is organized and operated on a fund basis. Each fund or account group is a
distinct, self-balancing accounting entity. The various funds and account groups utilized by the City are
described in Note 1 of the financial statements. All funds are in conformity with accounting principles
generally accepted in the United States of America applicable to governmental entities.

Accounting and bookkeeping for all city activities are centralized under the finance department. The
responsibility for financial records, maintaining internal controls, and preparing financial and budgetary
reports is delegated to this department.

Internal controls are designed to ensure that the assets of the City are protected from loss, theft or misuse,
and to ensure that adequate accounting data is compiled to allow for the presentation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Internal controls are designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments
by management.

The City also maintains budgetary controls of which the objective is to ensure compliance with legal
provisions embodied in the annual appropriated budget as approved by the City Council. During the
year, the City Council may increase the budget, but only to the extent that additional revenues have been
realized. The level of budgetary control (that is, the level at which expenditures cannot legally exceed
the appropriated amount) is at the department level for budgeted funds. The City Council also adopts a
five-year Capital Improvement Program as a financial planning document.
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CASH MANAGEMENT

The City subscribes to the “pooled cash” concept of investing, which means that all funds with cash
balances (except the Escrow Fund and certain other funds) participate in an investment pool. This
pooled cash concept provides for investing greater amounts of money at more favorable rates. During
2003, the City earned $675,997 from investments in obligations issued by the United States and its
agencies, bank certificates of deposit, and commercial paper.

RISK MANAGEMENT

The City participates in the League of Minnesota Cities Insurance Trust (LMCIT), a public entity risk
pool for its general property and casualty, workers’ compensation, and other miscellaneous insurance
coverages. The City pays an annual premium to the LMCIT for insurance coverage. The LMCIT
agreement provides that the trust will be self-sustaining through member premiums and will reinsure
through commercial companies for claims in excess of certain limits.

The City has elected higher deductibles through the LMCIT in order to keep premiums at a minimum.
To supplement the commercial coverages, the City established the Internal Trust Fund for Self-Insurance.
Premiums for the LMCIT policies are not paid from the Internal Trust Fund for Self-lnsurance, but rather
are budgeted and paid from the respective operating funds.

The City also carries commercial insurance for certain other risks of loss, including employee health

insurance. Settled claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

DEBT MANAGEMENT

Net bonded debt per capita and the percentage of net debt to the tax capacity and market value are useful
indicators of the City’s debt position to municipal management, citizens, and investors in city bonds.

Debt statistics are listed as follows:

Net bonded debt per capita $534.96
Ratio of net bonded debt to tax capacity 91.98%
Ratio of net bonded debt to market value 0.86%

The following is a summary of bonded debt for fiscal year 2003:

Gross debt outstanding, January 1, 2003 $ 11,959,000
Add debt issued — 2003 2,905,000
Deduct debt redeemed — 2003 2,136,000
Gross debt outstanding, December 31, 2003 12,728,000
Less amounts available in debt service funds,

December 31, 2003 1,600,766
Net debt, December 31, 2003 $ 11,127,234

The City has a current Moody’s Investors Service bond rating of Al, which was last increased during
1993. This above average rating has had a positive effect on the sale of the City’s bonds by broadening
the City’s market and lowering the interest rates on borrowing.

X



TAX INCREMENT DISTRICTS

The City has two development districts that were created in accordance with Minnesota Statutes 469 and
472. Within these districts are eight tax increment financing districts, five of which are for
redevelopment, two for economic development, and one for housing development. These tax increment
financing districts capture increments from residential and commercial development that occur within the
districts.

As of December 31, 2003, the City had $10,235,000 of Tax Increment Financing Bonds outstanding,
which have been issued for the purpose of constructing public improvements and assisting developers
with site improvements within the tax increment project areas. Although the City pledges its full faith
and taxing power for these bonds, it is anticipated that all bonds will be paid solely from annual
increment.

The City also has several private development agreements in effect which basically dedicate future tax
increments to be received from certain properties, in specific years, to reimburse developers for special
trunk assessments. The agreements utilize tax increment financing revenue notes which include principal
and interest due to the developers. Payments on these notes are only due if sufficient tax increments are
generated by these properties. The notes are cancelled at the end of the agreement term, whether or not
they have been repaid. Any additional tax increments received in years following the term are retained
by the City. The outstanding principal balance on these notes at December 31, 2003 was $355,169. This
amount is not included in long-term debt due to the nature of payment of the notes and the unsurety of
collection of tax increments.

FINANCIAL SECTION
GENERAL FUND

The General Fund is the general operating fund of the City and is used to account for all financial
resources except those required to be accounted for in another fund.

The fund balance in the General Fund is used to provide working capital for the General Fund until
property tax and state aid settlements, which are received periodically throughout the year, are collected.
The City has established a fund balance policy which designates a portion of the General Fund’s
unreserved fund balance for working capital equal to 50% of the next year’s expenditures budget not
financed by other sources such as transfers. This policy also reserves fund balance for prepaid items at
year end, and designates an amount equal to compensated absences included in general long-term debt.
The remaining unreserved-undesignated fund balance is then set equal to 10% of the next year’s
expenditures budget, with certain adjustments, with any excess or deficiency being transferred to or from
the Equipment Revolving Fund (10%), Public Facilities Construction Fund (40%), and the Public
Improvement Revolving Fund (50%).

Total fund balance for the General Fund consists of the following:

Fund Balance 2003 2002

Reserved for prepaid items $ 70,231 $ 56,313

Unreserved
Designated for compensated absences 351,416 307,748
Designated for budget carryover 93,000 590,199
Designated for working capital - 2,954,072 2,684,130
Undesignated 604,862 548,089
Total fund balance $ 4,073,581 $ 4,186,479
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The following table presents a comparative analysis of General Fund revenues and other financing
sources for 2003 and 2002, respectively:

2003 2002
% of % of
Function Amount Total Amount Total
Property taxes $ 4,090,096 52.6% $ 3,948,850 60.5%
Licenses and permits 838,034 10.8 410,674 6.3
Intergovernmental revenue 624,371 8.0 1,000,976 15.3
Charges for services 649,337 83 388,251 5.9
Fines and penalties 72,577 1.0 63,631 1.0
Other revenue:
Interest earned on investments 82,792 1.1 169,006 2.6
Miscellaneous 134,686 1.7 8,309 0.1
Transfers from other funds 1,288,180 16.5 539,879 8.3
Total revenues and
other financing sources $ 7,780,073 100.0% $ 6,529,576 100.0%

Current tax collections for 2003, for general and debt service levies, are 94.3% of the tax levy, compared
to 98.7% in 2002. The ratio of total collections (current, delinquent and tax forfeit sales), exclusive of
tax increments, to the current tax levy was 99.6%, a decrease of 0.3% compared to 2002.

The distribution of the tax levy, by purpose expressed as tax capacity rates for the years payable 1999 to
2003, are as follows:

Debt Service Total City

General Fund Funds Share

Tax Capacity Tax Capacity Tax Capacity
Year Rate Rate Rate
2003 36.962 2.391 39.353
2002 39.088 2.036 41.124
2001 25.848 1.771 27.619
2000 22.311 1.804 24.115
1999 22.890 0.003 22.893

Licenses and permits, as well as charges for services, increased in 2003 due to an increase in new
building construction. Intergovernmental revenue saw a decrease due to a total cut in LGA and a reduced
MVHC from the State of Minnesota. The decrease in investment earnings is attributed to market
changes, especially record low interest rates.

Year 2003 saw an increase in miscellaneous revenue primarily attributed to a payment from Anoka
County for electric and utility easements that dated back several years.

The most significant change from 2002 to 2003 is the increase of transfers in from other funds. The

increase was due to the purchase of several items of capital equipment, the largest being an aerial ladder
fire truck, purchased with funding from the Equipment Revolving Fund.
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The amount of expenditures and other financing uses to other funds from the General Fund for 2003 and
2002, respectively, are presented in the following table:

2003 % of 2002 % of
Function Amount Total Amount Total
Current:
General government $ 1,865,401 23.6%  $1,699,984 28.7%
Public safety 2,177,494 27.6 2,092,520 353
Highways and streets 923,149 11.7 894,468 15.1
Culture and recreation 476,039 6.0 480,165 8.1
Debt service 45,694 0.6 49,113 0.8
Capital outlay 1,242,111 15.8 287,945 4.9
Transfer to other funds 1,163,083 14.7 419,530 7.1
Total expenditures and
other financing uses $ 7,892,971 100.0%  $ 5,923,725 100.0%

The increase in current expenditures was primarily for salary increases, additional personnel in building,
community development, and general increases in other costs. Capital outlay and transfers out will
fluctuate from year to year based on equipment acquisitions and project funding occurring in that year.
SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally
or otherwise restricted to expenditures for specific purposes.

The following is a summary of the financial activities and fund balances of the City’s Special Revenue
Funds for 2003 and 2002.

2003 2002

Total revenues and other financing sources $ 4,511,005 $4,192,108

Total expenditures and other uses $3,842,299 $ 3,402,505
Total fund balances $ 9,983,810 $9,315,104
DEBT SERVICE FUNDS

Debt Service Funds are used to account for the current year payment of matured principal and interest on
long-term general obligation debt. Sources available for payment of the debt service are provided by
special assessments, tax increments, general property tax levies and interest earnings on investments.

The following is a summary of the financial activities and fund balances of the City’s Debt Service Funds
for 2003 and 2002.

2003 2002
Total revenues and other financing sources $3,936,822 $ 1,909,421
Total expenditures and other uses $ 2,742,843 $ 2,069,021
Total fund balances $ 1,600,766 $ 406,787
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CAPITAL PROJECT FUNDS

Capital Project Funds are those funds established to account for the financial resources to be used for the
acquisition or construction of major capital facilities, other than those financed by Enterprise or Trust
Funds.

The following is a summary of the financial activities and fund balances of the City’s Capital Project
Funds for 2003 and 2002.

2003 2002

Total revenues and other financing sources $2,274,112 $ 3,015,470

Total expenditures and other uses $ 1,360,783 $ 4,354,902
Total fund balances $ 3,165,052 $2,251,723
ENTERPRISE FUNDS

Enterprise Funds are used to account for operations of self-supporting activities which render goods or
services to the general public.

Water Utility Fund

The Water Utility Fund is used to account for the activities of the City-owned water system. During
2003 water improvements totaling $975,011, financed by special assessments and contributions from
developers, were completed and capitalized in the Water Utility Fund. This contribution to the Water
Utility Fund has been recorded as contributed capital within the fund equity section of the balance sheet
for the portion representing internal contributions, while external contributions (i.e. developers) have
been reported as revenue and closed to retained earnings. Future expansion of the distribution system,
supported by contributions by developers and special assessments, will be recorded in the same manner
and depreciated accordingly.

The following is a summary of the operations of the fund for 2003 and 2002, respectively:

2003 2002
Operating revenues $ 879,324 $ 573,788
Operating expenses 643,299 554,126

Operating income $ 236,025 $ 19,662

Fund equity consisted of the following on December 31, 2003 compared to the prior year:

2003 2002
Contributed capital $ 10,794,932 $ 10,736,781
Contributed capital reserved
for future construction 2,614,691 2,614,691
Retained earnings 5,529,226 3,250,941
Total fund equity $ 18,938,849 $ 16,602,413
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Sewer Utility Fund

The Sewer Utility Fund is used to account for the activities of the City-owned sewer system. During
2003 sewer improvements totaling $831,501, financed by special assessments and contributions from
developers, were completed and capitalized in the Sewer Utility Fund. This contribution to the Sewer
Utility Fund has been recorded as contributed capital within the fund equity section of the balance sheet
for the portion representing internal contributions, while external contributions (i.e. developers) have
been reported as revenue and closed to retained earnings. Future expansion of the distribution system,
supported by contributions by developers and special assessments, will be recorded in the same manner
and depreciated accordingly.

The following is a summary of the operations of the Sewer Utility Fund for 2003 and 2002, respectively:

2003 2002
Operating revenues $ 744,859 $ 609,790
Operating expenses 540,728 546,186
Operating income $ 204,131 $ 63,604

Fund equity consisted of the following on December 31, 2003, compared to the prior year:

2003 2002
Contributed capital $ 8,708,973 § 8,640,452
Contributed capital reserved
for future construction 645,308 645,308
Retained earnings 3,616,307 2,305,495
Total fund equity $ 12,970,588 $ 11,591,255
Street Light Fund

The Street Light Fund is used to account for all street lighting revenues and expenses for the City-owned
street lights within subdivisions.

The following is a summary of the operations of the Street Light Fund for 2003 and 2002, respectively:

2003 2002
Operating revenues $ 96,002 $ 113,545
Operating expenses 67,595 58,322

Operating income $ 28,407 $ 55,223

Fund equity consisted of the following on December 31, 2003 compared to the prior year:

2003 2002
Contributed capital $ 129,383  §$ 129,383
Retained earnings 516,281 390,942

Total fund equity $ 645,664 $ 520,325
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. Reeycling Utility Fund

The Recycling Utility Fund is used to account for all recycling revenues and expenses for the City.
Currently, those residential properties benefitting are billed quarterly for service.

The following is a summary of the operations of the Recycling Utility Fund for 2003 compared to the
prior year:

2003 2002
Operating revenues $ 153,147  § 171,386
Operating expenses 145,701 167,384
Operating income $ 7,446 $ 4,002

Fund equity consisted of the following on December 31, 2003 compared to the prior year:

2003 2002

Retained earnings $ 86,856 $ 83,599

Storm Water Utility Fund

The Storm Water Utility Fund is used to account for all storm water revenues and expenses for the City.
This fund was created in 2000 to fund drainage problems throughout the City.

The following is a summary of the operations of the Storm Water Utility Fund for 2003 and 2002,
respectively:

2003 2002
Operating revenues $ 332,784  $ 332,026
Operating expenses 245,622 123,180
Operating income $ 87,162 $ 208,846

Fund equity consisted of the following on December 31, 2003, compared to the prior year:

2003 2002
Contributed capital $ 1,113,728  § 1,002,353
Retained earnings 3,152,904 2,148,498
Total fund equity $ 4266632 § 3,150,851
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INTERNAL SERVICE FUND

The Internal Service Fund is used to account for the City’s insurance refunds, dividends, and other
miscellaneous insurance related revenues, and to provide for self-insuring the deductible portions of the
City’s insurance policies. The Internal Service Fund operates in a manner similar to Enterprise Funds;
however, the Internal Service Fund provides services primarily to other departments within the City.

The following is a summary of the operations of the Internal Service Fund for 2003 and 2002,
respectively:

2003 2002
Operating revenues $ 25,645 $ 19,663
Operating expenses 25,952 4,936
Operating income (loss) $ (307) $ 14,727

Fund equity consisted of the following on December 31, 2003 compared to the prior year:

2003 2002

Retained earnings $ 410,689 $ 401,980

EXPENDABLE TRUST FUNDS

Expendable Trust Funds are used to account for assets held by the City in the capacity of trustee or agent.
The Expendable Trust Funds are accounted for in essentially the same manner as governmental funds.

The following is a summary of the financial activities and fund balances of the City’s Expendable Trust
Funds for 2003 and 2002.

2003 2002

Total revenues and other financing sources $ 1,222,944 $ 1,373,520

Total expenditures and other uses $ 334,095 $ 663,023

Total fund balances $ 6,656,369 $ 5,767,520

GENERAL FIXED ASSET ACCOUNT GROUP

The general fixed assets of the City are those fixed assets of tangible nature and significant value, which
have a service life in excess of one year, are used in the performance of general governmental functions,
and are not accounted for in the Enterprise Funds. These assets are accounted for in the General Fixed
Asset Account Group. The City has chosen not to report infrastructure fixed assets such as streets, storm
sewers, and similar assets that are immovable and of value only to the City. As of December 31, 2003
the general fixed assets of the City amounted to $11,026,874. This amount represents the original cost of
the assets and is considerably less than their present replacement value. No depreciation has been
provided on general fixed assets.
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GENERAL LONG-~-TERM DEBT ACCOUNT GROUP

General obligation bonds and other forms of long-term debt, supported by general revenues and the full
faith and credit of the City, are obligations of the City as a whole and not a single individual fund. The
proceeds from .such debt may also be spent on facilities which are utilized in the operations of several
funds. For these reasons, the amount of outstanding long-term indebtedness is accounted for and
reported in a separate self-balancing group of accounts entitled General Long-Term Debt Account Group.

INDEPENDENT AUDIT

Mimnesota Statutes and the City Charter require an annual audit of all accounts, financial records and
transactions of the City by independent certified public accountants. This requirement has been
complied with and the auditors’ opinions have been included in this report.

The accompanying financial statements have been audited by the firm of Malloy, Montague, Karnowski,
Radosevich and Company, Independent Certified Public Accountants (MMKR). MMKR is engaged by
the City Council to render an opinion on the City’s financial statements in accordance with accounting

principles generally accepted in the United States of America, and an unqualified opinion has been
issued. ’

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 (CAEFR) to the City for its
comprehensive annual financial report for the year ended December 31, 2002. This was the seventh
consecutive year the City has received this prestigious award. Also, the City had previously received the
award from 1981 through 1988, after which the City did not participate in the program for several years.

The City published an easily readable and efficiently organized comprehensive annual financial report.

This report satisfied both accounting principles generally accepted in the United States of America and
applicable legal requirements.

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

ACKNOWLEDGEMENT

The 2003 Comprehensive Annual Financial Report of the City meets the highest professional standards
and was prepared in a timely and cost-effective manner. This could never have been accomplished
without the excellent work of the entire Finance Department. We would like to express our appreciation
to the Finance Department and all members of City staff who assisted in the contribution to its
preparation.

Respectfully submitted,

¢s Norman Diana Lund
A dministrator Finance Officer
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INDEPENDENT AUDITOR’S REPORT
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City Council and Residents
City of Ramsey
Ramsey, Minnesota

We have audited the accompanying general purpose financial statements of the City of Ramsey,
Minnesota (the City), as of and for the year ended December 31, 2003, as listed in the Table of Contents.
These general purpose financial statements are the responsibility of the City’s management. Our
responsibility is to express an opinion on these general purpose financial statements based on our audit.

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

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City at December 31, 2003, and the results of its operations and cash
flows of the proprietary fund types for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated April 29, 2004
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements
taken as a whole. The combining and individual fund statements, schedules, and account group schedules
as listed in the Table of Contents are presented for purposes of additional analysis and are not a required
part of the general purpose financial statements. Such information has been subjected to the auditing
procedures applied in our audit of the general purpose financial statements and, in our opinion, is fairly
stated in all material respects in relation to the general purpose financial statements taken as a whole.

The statistical information listed in the Table of Contents is not necessary for a fair presentation of the
general purpose financial statements, but is presented as additional analytical data. This information is
unaudited and we do not express an opinion on it.

Y, Momadly Asdbonit -

1-
Malloy, Montague, Karnowski, Radosevich, & Co., P.A.

5353 Wayzata Boulevard » Suite 410 * Minneapolis, MN 55416 ¢ Telephone: 952-545-0424 ¢ Telefax: 952-545-0569 « www.mmkr.com
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