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Finance Department

June 6, 2012

The Honorable Mayor,
Members of the City Commission,
And Citizens of Bismarck, North Dakota

The Comprehensive Annual Financial Report (CAFR) of the City of Bismarck, North Dakota for the fiscal
year ended December 31, 2011 is hereby submitted. This complete set of financial statements has been
prepared by the Fiscal Services Division of the City's Finance Department in accordance with generally
accepted accounting principles (GAAP) and audited by an independent licensed certified public
accounting firm in accordance with the generally accepted auditing standards and applicable laws.

GAAP requires management fo provide a narrative introduction overview and analysis to accompany the
basic financial statements in the form of Management Discussion and Analysis (MD&A). The MD&A
section follows the report of the independent auditors. This fransmittal letter is designed to complement
the MD&A and shouid be read in conjunction with it.

Management is responsible for the accuracy, completeness and, reliability of the financial statements.
Management believes the financial statements present fairly, in all material respects, the financial position
and results of operations of various funds, including all disclosures necessary to enable the reader fo
achieve a full understanding of the City of Bismarck's activities

Management is responsible for establishing and maintaining an internal control framework. Internal
control is designed o provide reasonable and not absolute assurance regarding the safeguarding of
assets against loss, theft, or misuse, and the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance recognizes
that the cost of control should not outweigh the benefits derived and that the valuation of cost and
benefits require management’s judgment and estimates. Management believes that the City's internal
control over financial reporting provides reasonable assurance of proper recording and assets are
adequately safeguarded.

State statutes and local ordinances require an annual audit by independent certified public accountants
The firm of Eide Bailly LLP has audited the financial statements of the City of Bismarck. The audit
provides reascnable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporiing 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 overali financiai statement presentation. Eide
Bailly LLP concluded that the audit provides a reascnable basis for an unqualified opinion, and the City of
Bismarck's financial statements for the fiscal year ending December 31, 2011 are in conformity with
generally accepted accounting principles (GAAP). The auditor's report is presented in the financial
section of this report

Federal funds received by the City are also subject to an independent audit under the requirements of the
Singe Audit Act of 1886 and Office of Management and Budget Circular A-133.

221 N. Fifth Street % PO Box 5503 * Bismarck, ND 58506-5503 * Phone: 701-355-1600 % Fax: 701-221-3572

Assessing DMvision % Phone; 701-355-1630 % Fax; 701-222-6606
Fiscal Services Division * Phone: 701-355-1615 % Fax: 701-222-6606
Information Services Division % Phone: 701-355-1600 % Fax: 701-221-3572
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City of Bismarck Profile

The City of Bismarck, incorporated in 1875, is North Dakota’s state capitol and is located in the center of
the state in Burleigh County, bounded on the west by the Missouri River. The City currently has a land
area of 31 65 square miles and a 2010 census population of 61,272 The City is empowered to levy a
property tax on real estate located within its boundaries. The City also has the power by state statute to
extend its corporate limits by annexation, which is done periodically by the governing body of the City.

The City operates under a commission form of government, consisting of a president and four
commissioners. The governing commission is responsible, among other things, for passing ordinances,
adopting the budget, appointing committees, the city administrator, and city attorney and hiring
department heads. The city administrator is responsible for carrying out policies and ordinances of the
governing body and for overseeing the day-fo-day operations of the City. Commission members are
elected to a four year staggered term with two commission members elected every two years. The
president is elected to a four-year term and also serves as the Mayor of the City.

The financial reporting entity includes all funds of the primary government, the City of Bismarck. There
are no component units that are defined as legally separate entities for which the primary government is
financially accountable. The City of Bismarck provides a full range of services, such as police and fire
protection, sanitation services, construction and maintenance of highways, streets and infrastructure,
water and wastewater utility service, solid waste disposal, municipal airport, fibrary, and cultural centers
and events.

The City adopts an annual appropriated budget approved by the City's governing body. Activities of the
General Fund, Special Revenue Funds and Debt Service Funds are included in the annual appropriated
budget in accordance with the North Dakota Century Code (N.D.C C.) and the City of Bismarck's Home
Rule Charter. All charges for fees and services are reviewed and adjusted at the time of budget approval
by the governing board. A five year capital projects budget is also updated and approved by the
governing board.

Local Economic Condition and Statistics

Although the area's largest industry is farming, the City is also a major medical center for the region. The
City continues to seek economic diversification. To support this effort, the citizens of Bismarck voled {0
dedicate a portion of sales tax revenue to be used to affract new business and industry to the City. The
Vision Fund Committee administers this funding and has yielded some positive results in attracting new
businesses to the City with development incentives such as building lease provisions, workforce training
and property and corporate tax exemptions.

The Cornrnission is committed to new as well as current initiatives that support the economic growth of
our City. The Commission established the Renaissance Zone to encourage reinvestment in a 25 block
area of downtown properties. This program provides both property and income fax incentives for
investments in qualified projects. The City approved a $23 million construction project for a three story
mixed used building that includes residential units, office space, a restaurant and underground parking.
Two rehabflitation projects, one of which was a single family residence and two leases were also
approved in 2011. A total of 69 projects have been compieted with 40 new businesses which have
created 270 jobs to date. The building value of Zone projects has more than doubled and reflects the
commitment of the City Commission to support the revitalization of downtown and strengthen the core of
our community.

An important factor instrumental in attracting new industry, business, and families to the Bismarck area is
the exceptionally low crime rate. The City of Bismarck continues to enjoy one of the lowest crime rates in
the country and was ranked 4" 55 most secure small city by Farmers Insurance Group. Members of the
Bismarck Police Department are committed to working with members of our community to ensure this
trend continues. The Police Department is also the only accredited Municipai Law Enforcement agency
in the state and was re-accredited in 2011 with meritorious status for 15 or more years of accreditation.



Bismarck continues to receive national recognition from a number of publications in 2011. The Bismarck
MSA maintained the #2 ranking on the 2011 Milken Institute Best Performing Cities index. Forbes ranked
Bismarck #2 for Best Cities for Job Growth in Small Metro Areas and was described as “the emerging
capital of the expanding Dakota energy belt” Forbes also ranked Bismarck #3 on the Best Small Places
for Business and Career List and ranked North Dakota 4" on the Best State list. Bismarck was ranked 3"
in overall scores by the Gallop Healthway Well-being Index Lending Tree identified Bismarck as the #1
healthiest real estate markets in the US An Inman news special report ranked Bismarck 9™ in the top ten
real estate markets to watch in 2011, Burleigh county was also ranked #3 in the Associated Press Least
Fconomically Stress Index in 2011.Bismarck was ranked #10 of the Top Towns by OQutidoor Life
Magazine. The ratings reflect the City's commitment to preserve the fradition of excellence and be a
vibrant and prospering community

The Bismarck MSA continued to post the lowest unemployment rates in the country. The rate was 2 8%
as compared fo the national rate of 8.6% in October of 2011. Total employment for the first quarter of
2011 increased 2 9% for a fotal of 60,144. The local economic outicok remains positive as Bismarck
continues to create and sustain jobs.

The census data reports an increase in population from 55,532 in 2000 to 61,272 in 2010 for a 10.5%
growth The growth in Burleigh County exceeded 14%. The 2012 census population estimates has the
Bismarck metro area as one of the 50 fastest growing areas. Population increased by 2,100 or 1 9% in
the metro area since the last census as compared to the State’s overall growth rate of 1.7%

The growth in population is reflected in the increase in taxable sales and purchases in 2011 as compared
to 2010 for Bismarck. Sales tax was up 12.5% and hospitality taxes also increased. The revenue
increase for motel, restaurant and fiquor tax was 11 7%, the hotel and motel tax was 21 3% and car rental
tax was 27 5%.

Bismarck continues to experience growth in its tax base through both property value enhancement and
new construction. In 2011, 413 building permits were issued for residential construction within the City's
corporate limits which was up from 328 in 2010. This included 392 single-family homes and 21 multi-
family homes, which provided an additional 494 residential units. Residential construction in the City's
extraterritorial jurisdiction and the adjacent zoned areas of Burleigh County also continued to grow with a
total of 104 single-family building permits issued in 2011 Commercial growth also increased which
included retail services, hotels, apartments and medical facilities. Growth in the property tax base for the
year 2011 was 3.89%. The table below provides the percentage change by property classification.

2010 201 Percentage
Property Class Market Value  Market Value Change
Commercial $1,660,215600 $1,607,799,B00 305 %
Residential 2,789,122,000 2,910,871,800 437 %
Agricultural 293,000 338,800 15.67 %
Total $4,349,630,600 $4,519,010,500 3.89 %

The oil industry in western North Dakota continues to have a statewide impact. North Dakota has the
country’s fastest-growing economy and lowest unemployment rate. State reporis indicate business
taxable sales and purchased jumped by more than 40% from 2011 with the largest increases attributed to
tne oll industry. Since Bismarck is the capital city, many companies have come here or expanded their
services for the oil business. Eight engineering firms opened Bismarck offices in 2011 The City plans to
update the growth management plan so we are in a position to respond to rapid growth

All cash balances of the City are invested in certificate of deposits, bonds, treasury bilis, or other
securities that are a direct obligation insured or guaranieed by the freasury of the United States. The
amount of income earned on the investments for the City was $932,333 with an average interest rate of
.76% for the fiscal year. Pension funds are invested with the North Dakota Retirement and Investment
Office. The City Employee pension and Police pension had a net investment increase of $1,916,552 for
an average gain of 2.3% for the fiscal year.



Major Initiatives in 2011

The Commission launched a Strategic Planning Project in March. The process included community
stakeholders and citizen input meetings in the spring and a reengagement with additional meetings in
December. The Commission is expected to adopt new vision, mission and value statements, as well as
goals, objectives and initiatives in the spring of 2012. The focus of the Strategic plan will be planning for
growth impacts to the community.

The City experienced a historical Missouri River flood event in May. The event last 92 days and over $15
million was spent for emergency response, protective measures and recovery efforts. The event costs are
efigible for reimbursement funding with 90% from FEMA and 7% from the State. Despite the fiood event,
the City has benefitted from the oil industry expansion in western North Dakota and continues to grow
and proposer with increased building construction, sales tax base and employment.

The Commission continued phase 2 funding to replace the mercury vapor street lights with high pressure
sodium lights to reduce energy consumption and costs. Combined with the installation of LED light
technology upgrades in traffic signals, the green initiatives have reduced the overall electrical demand by
8.3% since 2008 This reduction also reflects the continued growth in new and residential and commercial
developments

The Commission continued fo provide annual funding from Sales Tax to subsidize the special
assessment cost for street repairs projects. Funding of $600,000 was used to replace 11 blocks for hard
surfaced streets with permanent full depth concrete which was coordinated with the water main
replacement. An additional $1,350,000 was used to help fund annual resurfacing mili and overlay chip
seal in 160 blocks. The Commission also authorized $1.4 million for ground water impacted streets. This
is a new program in 2011 and 13 blocks were reconstructed. The tfotal estimated cost for the annual
street maintenance exceeds $8 million for 201 1.

The construction of the East Century Avenue and Centennial Street project was started in 2011, This
major reconstruction project widened the existing two-lane rural roadway section to a five-lane urban
street with traffic signals, street fighting and storm sewer. The project budget was $11 million doliars with
$8 million of the cost funded by the Federal and State regional highway funds. Another major street
project was the mill and overlay of Expressway Avenue from Washington Street to Rosser. Expressway is
the truck-by pass route so 80% of the $5 million project cost was funded by regional highway funds.

Major upgrades are scheduled in the Water Treatment Plant. The construction project for the
transmission pipeline and pumping station scheduled for 2011 was delayed due to the flood event. The
project will be completed in 2012 and operational in 2013.

The Commission passed a no-smoking ordinance which banned smoking in bars, truck stops and
tobacco shops. Smoking is already prohibited in all other public places so the change provided a
comprehensive smoke free ordinance. The ordinance was referred to the citizens in a special election
and officially reaffirmed by the voters in April.

Bismarck-Burleigh Public Health implemented “Moving More Eating Smarter” recognition program for
child care centers, churches and restaurants. They also increased cancer awareness through community
partnerships and expanded their TV segment on "Public Heaith Central Dakota.”

The fransload activity at the Northern Plains Commerce Centre continues to grow. In August Tubular
Transport & Logistics (TTL) leased 9 acres which includes the transload facility. TTL became the new
operator and continues to service existing accounts and started transloading pipe and other products for
use in the Bakken oif region. The operation has created 16 new direct jobs with expansion planned in
2012. LaFarge North America, a large supplier of construction materials in the US and Canada, has a
temporary site at NPCC with plans to build a 5 acre parcel in 2012. Two additional companies are
currently working with the City on additional site selections in 2012, The Bobcat Manufacturing Support
Center which is currently on site is operating at capacity and considering expansion in 2012.

All of these initiatives reflect the Commission's commitment to improve the level of service and enhance
the quality of life in our community



Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Bismarck for its
comprehensive annual financial report for the year ended December 31, 2009. In order to be awarded a
Certificate of Achievement, a government unit must publish an easily readable and efficiently organized
comprehensive annual financial report (CAFR), whose contents conform to program standards. This
report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement program requirements, and we are submitting it to
the GFOA to determine its eligibility for another ceriificate.

The preparation of this report could not have been accomplished without the dedicated services of the
Fiscal Services staff and the various department heads. Appreciation is expressed to all personnel who
assisted and contributed to its preparation. We acknowledge the thorough and professional manner in
which the audit was conducted by our independent auditors, Eide Bailly LLP.  Appreciation is also
expressed to the Mayor and fo all members of the City Commission for their interest and support in
planning and conducting the financial operation of the City of Bismarck in an exemplary manner
throughout the year

Respectfully submitted,

Sheila Hiliman

Director of Finance



Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

City of Bismarck
North Dakota

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2010

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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City Attorney... .. Charles Whitman
Assistant City Admmlstrator .. Keith Hunke
Department Directors:
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Independent Auditor’s Report

The Honorable Mayor and Board
of City Commissioners

City of Bismarck

Bismarck, North Dakota

We have audited the accompanying financiai statements of the governmental activities, the business-type
activities, each major fund, and the aggrepate remaining fund information of the City of Bismarck, North
Dakota, as of and for the year ended December 31, 2011, which collectively comprise the City’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the City of Bismarck’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

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

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

As described in Note 1 to the financial statements, the City adopted the provisions of GASB Statement
No. 54, Fund Balance Reporting and Governmenial Fund Type Definitions, in 2011. As described in
Note V - G. to the financial statements, the City has reclassified certain funds in 2011.

www . eidebailly com
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In accordance with Government Auditing Standards, we have also issued our report dated June 6, 2012, on our
consideration of the City of Bismarck’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Govermmnent Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s response to our inquiries, the basic {inancial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions of the financial statements that collectively
comprise the City of Bismarck’s financial statements as a whole. The introductory section, supplementary
information - combining fund financial statements, and statistical section are presented for purposes of
additional analysis and are not a required part of the financial statements. The supplementary information
- combining fund financial statements is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole. The introductory section and statistical section have not been subjected to
the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on them.

&Mzéf

Bismarck, North Dakota
June 6, 2012
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CITY OF BISMARCK, NORTH DAKOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Bismarck, we offer readers of the City of Bismarck's financial
statemnents this narrative overview and analysis of the financial activities of the City of Bismarck
for the fiscal year ended December 31, 2011. 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 — 5 of this report.

FINANCIAL HIGHLIGHTS

» The assets of the City of Bismarck exceeded its liabilities at the close of the most
recent fiscal year by $506,289,887 (net assets). Of this amount, $154,316,954 may be
used to meet the government’s ongoing obligations to citizens and creditors

e Total net assets increased by $39,670,101 which was an increase of $19,098,267 over
2010 The overall increase is attributed to the philosophy of Bismarck to fund projects
through accumulative revenue instead of financing. The current year increase in
funding due to the transfer of Civic Center Operations and the Northern Plains
Commerce Centre from governmental funds to business-type funds.

e As of the close of the current fiscal year, the City of Bismarck's governmental activities
reported combined ending fund balances of $283,710,311, an increase of $1,594,871
in comparison with the prior year. The unrestricted net assets of $110,261,833, 39% of
the governmental net assets, are available for spending at the government's discretion.

s At the end of the current fiscal year, unassigned fund balance for the general fund was
$18,424 444 and the assigned fund balance was $3,966,827. The assigned and
unassigned fund balance is 80% of total general fund expenditures and 76% of total
general fund revenues, including transfers.

e Revenue from all sources totaled $143,882,857 which was an increase of $35,736,823
over 2010. This increase is attributed to the 2011 Missouri River Flood which resulted
in $16 miltion of FEMA reimbursement. $11.2 mifion of State capital grants were used
for construction of Century/Centennial arterial street and the repair of the expressway
truck bypass.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of Bismarck’s
basic financial statements. The City of Bismarck'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 Bismarck's finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the City’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 fo the change occurs, regardiess 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 annual leave).

Both of the government-wide financial statements distinguish functions of the City of Bismarck
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
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user fees and charges (business-type activities). The governmental activities of the City of
Bismarck include general government, public safety, highways and streets, health, and culture
and recreation The business-type activities of the City of Bismarck include an Airport, Civic
Center, Solid Waste Disposal, Solid Waste Collections, Water, Sanitary Sewer, Storm Water,
Commercial Property, Northern Plains Commerce Centre and Parking Authority Lots.

The government-wide financial statements can be found on pages 20 - 21 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 Bismarck, 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 Bismarck 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 of 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 Bismarck maintains thirty-two 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, sales tax fund, street
improvement construction fund, sewermain bond fund and street improvement bond fund which
are considered to be major funds. Data from the other twenty-nine governmental funds are
combined into a single, aggregated presentation. individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The City of Bismarck adopts an annual appropriated budget for its governmental funds, except for
capital projects funds. A budgetary comparison statement has been provided for all of these
funds to demonstrate compliance with the approved budget.

The basic governmental fund financial statements can be found on pages 22 - 28 of this report

Proprietary funds: The City of Bismarck maintains two different types of proprietary funds.
Enterprise funds are used to report activities that charge for services it provides to outside
customers. The enterprise funds are presented as business-type activities in the government-
wide financial statements. Internal service funds are an accounting device used to accumulate
and allocate costs internally among the City of Bismarck's various functions. The internal service
funds are reported with the governmental activities or business-type activities in the government-
wide statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail The proprietary fund financial statements provide separate
information for the Airport, Civic Center, Solid Waste Disposal, Solid Waste Collections, Water,
Sanitary Sewer, Storm Water, Commercial Property, Northern Plains Commerce Centre and
Parking Authority Lots. Airport, Civic Center, Water, and Sanitary Sewer are considered major
funds. Data from the nonmajor proprietary funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor proprietary funds is provided in the
form of combining statements elsewhere in this report

The basic proprietary fund financial statements can be found on pages 30 - 33 of this report
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Fiduciary funds: Fiduciary funds are used to account for resources held for the benefit of
parties outside the government Fiduciary funds are not reflected in the govermnment-wide
financial statement because the resources of those funds are not available to support the City of
Bismarck's own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds. The basic fiduciary fund financial statements can be found on pages 34 - 35 of
this report.

Notes tfo 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 fo the financial statements can be found on pages 36 - 73 of this report.

Other information: In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the City of Bismarck's
progress in funding its obligation to provide pension benefits to its employees. Required
supplementary information can be found on pages 65 - 68 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the City of Bismarck, assets exceeded liabilities by $596,289,987 at the
close of the most recent fiscal year.

The following table presents condensed financia! information on the City's Net Assets as of
December 31, 2010 and December 31, 2011.

City of Bismarck
Net Assels
Govemmenial Business-type
Aclivilies Acivilies Total
2010 2014 2010 2011 2010 2011
Curent and other assels $135976,802 §145365802 § 55626006 § 60994381 §191604808 § 206,360,273
Capital assels 224240280 216727259 257433778 201208697 481,683,058 506,025,956
Total assats 360,228,082 362,083,051 313,080,784 3522930786 673287866 714,386,220

Long-lem liabilifies oulstanding 70,375,079 70,878,003 32,944 449 31936486 103319528 102814480

Other liabilities 7,737 663 7,504,837 5,610,780 7776916 13,348,452 15,281,753
Total Habilities 78,112,742 78,382,840 38,555,238 39713402 116,667,080 116,096,242
Netassets:
inveslzd in capital assets,
net of refated debt 156675941 148375719 226,357,253 261533235 363,033,194 408,808,954
Resticted 13,913,204 25072759 11,788,078 6,991,320 25,701,282 32,064,079
Unrestricted 111,526,185 110,261,833 36,359,215 44055121 147885410 154,316,854
Total net assels $282,115340  $283 710311 $274504546 §312579,676 $556,619.886 § 506,289,967

By far the largest portion of the City of Bismarck’s net assets {69%) reflects its investment in
capital assets (e g., land, buildings, machinery and equipment); less any related outstanding debt
used to acquire those assets. The City of Bismarck uses these capital assets to provide services
to citizens: consequently, these assets are not available for future spending. Although the City of
Bismarck’s investment in its capital assets is reported net of related debt, it shouid be noted that
the resources needed to repay this debt must be provided from other resources, since the capital
assets themselves cannot be used to fiquidate these liabilities. The City of Bismarck's ratio of
long-term liabilities to capital assets is 20%. The ratio reflects the City of Bismarck's strategy of
using current resources and cash balance fo finance capital assets with the exception of special
assessment districts,
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An additional portion of the City of Bismarck's net assets (5%) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unresiricted
net assets of $154,316,954 may be used to meet the City's ongoing services to the citizens

At the end of the current fiscal year, the surplus of $110,261,833 in the unrestricted governmental
activities can be aftributed to the funding of capital assets, one-fime expenditures, economic
development, financing debt and prepaying the cost of the infrastructure in the capital project
funds

As capital projects are finalized and closed, the majority of infrastructure improvements are
financed through the issuance of bonds, which are then repaid through special assessments from
the benefiting property owners. As the bonds are issued and special assessments are approved,
the special assessmenis are recorded as receivables. However, many infrastructure projects
remain open at year-end, resulting in a deficit net assat amount.

The City of Bismarck’s current ratic (current assets/current liabilities, including debt payments dus
in less than 1 year) for the governmental activities is 847 and for the business-type activities is
6 18 which represents a strong capacity to meet current obligations

The following table presents condensed financial information on the City's Changes in Net Assets
for the fiscal year ending December 31, 2010 and December 31, 2011,

City of Blsmarck
Changes in Net Assets

Governmental Business-fype
Actvities Activiies Total
20190 2011 2010 2011 2010 2011
Revenues:
Piogram revenues:
Charges for services $ 13248807 $ 9930369 § 26862266 § 32310251 § 40110873 § 42,240,620
Operafing grants and confribufons 10,113,555 21,284,007 - 1,856 10,113 565 27,285,863
Capital grants and contribuons 16,781,232 22,787 617 3675261 10,680,059 20,456,493 33467 676
General revenues:
Taxes 35,995,326 39,946,325 63,107 60,524 36,058,433 40,006,845
Investment eamings 901.297 570,687 298,907 352646 1,201,204 932,333
Gain on disposal of assels 244 748 31,259 60,728 18,257 305476 49,516
Total revenues 77,284,765 100,559,264 30,861,269 43,423,593 108,248,034 143,982 857
Expenses:
General Govemment 13,379,249 28,399,400 - - 13,379,248 28,399,400
Pubiic Safety 17,956,779 18,250,946 - - 17,956,774 18,250 946
Highways and Steels 8,567,707 8,099,656 - - 8.567.797 8,009,656
Heatth and Welfars 2,911,895 2915310 - - 2,911,995 2315310
Culture and Recreation 9,564,608 2538845 - - 9,664,609 2,538,849
Interest and Fiscal Charges 2,350,187 2,174,135 - - 2,350,187 2,174,135
Public Works 7,262,548 7,145,379 - - 7,262,546 7,145,379
Aimort . - 5695428 5,706,324 5695428 5,706,324
Civic Cenler - - - 7,271,580 - 7,271,580
Solid Waste Disposal - - 2,525,468 2,480,955 2,525,468 2,480,955
Solid Waste Coliections - - 1,564,611 2,194 976 1,964,611 2,194 976
Water - - 8,036,750 8501442 2,036,750 8501442
Sanitary Sewer - - 5.237.690 6,058,840 5,237,690 6,059,840
Storm Waler - - 1,215,570 1,517,382 1,215,570 1,517,382
Commercial Propery - - 33,312 151,021 33,312 151,021
Parking Authority Lots - - B73,209 905,461 873,209 905,461
Total expenses 62,003,162 69,523,675 25,582,038 34,789,081 87,675,200 104,312,756
Increase in net assets before Fansfers 15,191,603 31,635,589 5,375,231 8,634,512 20,570,834 39,670,101
Transfers {454,636) (28,440,618} 464,836 29,440,618 - -
Increase in net assels 14,726,967 1,594,571 5.843.867 38075130 20,570,834 39,670,101
Net assels,as adjusied - 111 267,388,373 262,115,340 268,660,679 274,504 546 536,049,052 556,619,886
Net assels - 12/31 $282,115,340 $283,710,311 3274504546 §312579676 556,610,880 5 596,209,987
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Governmental Activities

Governmental activities Increased the City of Bismarck's net assets by $1,594,971, accounting for
4% of the total increase in the net assets of the City of Bismarck. The increase is attributed to the
philosophy of Bismarck to fund projects through accurmulative revenue instead of financing. The
City also received $1.3 milfion in additional funding from the state legislature to support street
maintenance.

Business-type Activities

Business-type activities increased the City of Bismarck's net assets by $38,075,130, accounting
for 98% of the total growth in the City of Bismarck's net assets. The current year increase in
funding is due to the transfer of Civic Genter Operations of $18.2 million and the Northern Plains
Commerce Centre of $7.9 million from governmental funds to business-type funds. Civic Center
reported $ 4.7 million in charges for services which is due fo the reclassification of funds

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

As noted earfier, the City of Bismarck used fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds

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

As of the end of the current fiscal year, the City of Bismarck's governmental funds reported
combined ending fund balances of $76,138,761, an increase of $6,324,472 in comparison with
the prior year. The total restricted due to external limitations is $26,377,267 or 35% of the total
fund balance. These limitations include $197,703 for Building Construction Levy, $14,013,340 for
Special Assessment Debt Funds, $10,727,915 for Tax Increment Levy, $331,504 for highway
weather-related operations and $1,106,805 for Sales Tax. The unspendable funds of $2,707,591
or 3.5% of fund balance is a result of $2,499,879 in Advances to other funds and $207,712 in
Notes receivable. The commitied funds of $36,291,237 and assigned funds of $3,966,827 are
limited to its intended use. $15,122,669 is committed to special programs in the Special Revenue
Funds, $296,247 is committed due to interest in the Lodging, Liquor Food Fund and $20,850,278
is committed for use in the Special Deficiency, Highway Construction and the Tax Increment
Construction Funds. The assigned uses include Fire Truck and Equipment Reserve of $458,958,
Contingencies of $825,000, Depariment Equipment Reserve of $1,580,343, Technology
Equipment Reserve of $59,281, Computer Expansion Reserve of $623,464, Parking Lot Reserve
of $80,590 and Payroll Reserve of $329,190.

The General Fund is the chief operating fund of the City of Bismarck. At the end of the current
fiscal year, unassigned fund balance of the general fund was $18,424,444, while total fund
balance reached $22,611,017. The fund balance increased by $1,666,711 from 2010. The
change reflects the planned reduction for one-time expenditures including the purchase of a
$575,000 fire truck, various maintenance projects and fuel or utility reserves.

The construction project fund accounts for a majority of the improverments to the street, water and
sewermains. The construction projects have a fund balance of $20,649,588. The tax increment
district has a fund balance of $18,635,070, special deficiency and assumptions was 1,994,747,
highway construction fund was $10,716,935, building improvements was $375,804, street
lights/signals was $252,066 and commerce development was $203,571 while the construction
improvement districts for sewer, water, street and sidewalk had a combined negative fund
balance of $11,628,605. The City initially cash flows the construction improvement districts which
results in the negative fund balances. The City funds the construction projects through a sale of
special assessment bonds for these expenses in 2012 The highway construction fund receives
funding from sales tax to construct and rehabilitate existing roads and streets. The special
deficiency and assumptions receives a mill levy and an administration fee fo repair a portion of
the existing roads and sireets.
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Proprietary Funds

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

Unrestricted net assets of the proprietary funds at the end of the year amounted to $43,813,230.
All individual proprietary funds reported increases in net assetls

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year there was no change in appropriations between the original and final amended
budget However, significant variances between budget and actual are as follows:

» Taxes decreased by $411,899 which a majority was attributed to a discount of five
percent on early payments.

» intergovernmental revenue increased by $744,643 which was attributed to an increase in
state aid.

« Charges for services exceed budgeted by $173,279 due to an increase of approximately
86,786 in permits and $98,746 in public heaith immunization fees

« Administration has a positive variance of $303,637 which is attributed to a proactive
reserve for health insurance premiums that was not needed

» Finance surplus of $298,479 was due to vacant positions and delay in hiring current
personnel and a reserve for financial software contingencies

« Community Development surplus of $431,474 was excess budget authority for MPO
grant.

» One-time expenditures of $195,000 were not utilized due to the service agreement for the
interoperability grant for $60,000, the land records study for $40,000, workforce
development funds for $50,000 and maintenance projects for $45,000.

e Public Safety surplus in Combined Communications, Fire, and Police was $446,118 and
Engineering was $0 which was attributed to delay in filling vacant positions

» Public Health surplus of $62,298 was partially attributed to a delay in filling vacant
positions

« Transfers of $825,000 from Contingencies were not utilized in 2010.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets - The City of Bismarck’s investment in capital assefs, net of related debt for its
governmental and business type activities as of December 31, 2011, amounts fo $408,908,954
(net of accumulated depreciation). This investment in capital assets includes land, buildings,
improvements, machinery and equipment, infrastructure, and construction in progress. Major
capital asset events during the current fiscal year included the following:

e The construction of the Fast Century Avenue and Centennial Street project was
budgeted for $11 miliion dollars with $8 million of the cost funded by the Federal and
State regional highway funds.

« Major upgrades are scheduled in the Water Treatment Plant. The construction project for

the transmission pipeline and pumping station scheduled for 2011 was delayed due to
the flood event
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Another major street project was the mill and overlay of Expressway Avenue from
Washington Street to Rosser Expressway is the truck-by pass route so 90% of the $5
million project cost was funded by regional highway funds.

The Commission continued to provide annual funding from Sales Tax to subsidize the
special assessment cost for street repairs projects. Funding of $600,000 was used to
replace 11 blocks for hard surfaced streets with permanent full depth concrete which was
coordinated with the water main replacement. An additional $1,350,000 was used fo heip
fund annual resurfacing mill and overlay chip seal in 160 blocks. The Commission also
authorized $1.4 million for ground water impacted streets. This is a new program was
started in 2011 and 13 blocks were reconstructed. The total estimated cost for the annual
street maintenance exceeds $8 million for 2011,

Phase 2 to replace the mercury vapor street lights with high pressure sodium lights to
reduce energy consumption and costs was completed in 2011. Combined with the
installation of LED light technology upgrades in traffic signals, the green initiatives have
reduced the overall electrical demand by 8.3% since 2008. This reduction also reflects
the confinued growth in new and residential and commercial developments.

Maijor Civic Center projects include a major lighting upgrade for $369,900, and a stage
deck improvement was $74,721.

Library replaced a generator for $160,000 and replaced an air handiing unit at the Police
Department for $105,200.

City of Bismarck
Capital Assets
{net of depreciation)
Govemmental Business-iype
Actvifes Activifies Total
2010 2011 2010 2011 2016 2011

§ 376261 § 2474666 § 12351426 3 1408572 § 16114040 § 16,561,388

Ceonstruction i Progress 10,123,863 3,301,544 11,870,445 3134988 21,994,308 6,525,542
28437 21,384,000 75,965,279 98133480 110083716 119,517,461

Improvements Other Than Buildings 42,078 |AH! 151,680,251 168116712 151,631,328 166,155,163
Machinery and Equipment 15,196,058 14,848,419 5,657 377 786805  N8534% 267524
Infrastucture 160,996,230 174,590,178 - 160,996,230 174,590,178

Toll § 224,249,280 $216,727,260 9257433778 $201,298697 481683058 $508,025,956

Additional information on the Gity of Bismarck's capital assets can be found in Note IV.C on
pages 52 — 53 of this report
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Long-term debt — At the end of the current fiscal year, the City of Bismarck had total long-term
debt outstanding of $102,814,480. Of this amount, $66,155,000 is special assessment debt for
which the government is liable in the event of default by the property owners subject to the
assessment The City of Bismarck revenue bonds are secured by Water Revenue, Sanitary
Sewer Revenue and Lodging, Liquor and Food Tax.

Cify of Bismarck Outstanding Debt

Govemmentd Business-iype
Aclivifies Aclivifes Tolal
2010 2011 2010 201 2010 2019
Special revenue bonds $ 2850000  §F 1,840000 % - ® - § 2850000 § 1,840,000
Less unamortized discount {12,260) {6,900} {12,260 {6,300}
Spacial assessment bonds 64,845,000 66,155,000 - - 64,845,000 66,155,000
Lass unamortized discount 109,400 263,440 103,400 263,440
Capital Leases - - 5,484 18,815 6,484 18,815
Compensaied Absences 2,315,080 2,273,247 578,235 708,688 2,883,315 2,981,936
Claims and Judgments 267,859 253,216 68,573 79,357 336,432 332,583
Closure and posfclosure cosls - - 1,221,116 1,362,966 1,221,116 1,382,566
Waler revenug bonds - - 7,860,000 7,280,000 7,880,000 7,280,000
l.ess unamortized discount - - (67,148) {60,585) (67,148) {60.,595)
Waler Treatment - - 5,662,187 5,722,244 5,662,187 5,722,244
Wastew ater revenue bonds - - 17,615,000 16,805,000 17,615,000 18,805,000
Total $70,375,079  $70,878,003 532944449  $ 31936486  §103.319528  §102,814,489

The City issued new special assessments debt of $11,605,000 which includes sidewalk bonds of
$935.000. $9,085,000 was issued in December of 2011 to fund projects completed in 2010. The
City also refunded series S in May 2011 with Series D for an additional $1,605,000 More detailed
information about the debt position of the City can be found in Note IV G on pages 56 - 59 of the
financial statemenis.

The City issued $6890,057 in Wastewater Revenue Bonds. The Wastewater Revenue Bond
proceeds funded the Water Plant's Lime Sludge Dewatering and Standby Power The revenue
bonds are secured by water and sewer revenue which the Wastewater Revenue Bond matures in
2027 and the Water Treatment Bond matures in 2028. More detailed information about the debt
position of the City can be found in Note IV .G on pages 56 -~ 59

The City of Bismarck has received an Aal bond rating from Moody's. These ratings are
consistent with previous ratings received from this agency.

State statutes limit the amount of general obligation debt a governmental entity may issue to 5%
of its total assessed valuation The City has no outstanding general obligation debt.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Growth is expected to continue in the property tax base with new construction and property value
enhancement. Commercial growth continues with the construction of 4 hotels and 3 major office
buildings which are in addition to several new businesses. Residential growth is aiso increasing
with several new subdivision developments in the northern section of the City. This growth
directly contributes fo the continued reduction of the property tax mill levy. The 2011 budget
reflects a reduction of 1.41 mills for a total of 78.27 mills This reduction continues a trend of
lowering the mill levy since 1883,
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The commercial and residential growth has led to an increase in the need for new infrastructure,
which includes storm water, sanitary sewermains, watermains and streets. As a result, five
special assessment districts were authorized to fund these improvements in 2012 The growth
also contributes to an increase in the need for additional support staff in Police and Inspections.
Two new police officers and a new building inspector were authorized in 2012.

The economy in Bismarck and statewide continues to prosper with the impact of the ofi industry in
the western part of the state. For the first quarter of 2012, revenue for Sales Tax increased by
25% with similar increases in our hospitality taxes. Our State Aid revenue, which is a distribution
of state sales tax, increased by 27% as compared to the prior year first quarter revenue. The
commission is considering a new strategic plan with a focus on planning for continued growth
impacts to the city.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the City of Bismarck’s finances
for all those with an interest in the City's finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed fo the
Director of Finance, 221 North Fifth Street, City of Bismarck, ND, 58506 or visit the City's web site
at www bismarck.org.
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CITY OF BISMARCEK, NORTH DAKOTA
STATEMENT QF NET ASSETS

DECEMBER 31, 2011

ASSETS:

Cash and cash equivalents
Investmenis
Receivables:
Taxes
Accounts
Special assessments
interest receivable
Intergovernmental
Notes receivable
internal balances
inventories
Prepaid items
Restricted assets:
Cash and cash eguivalents
Investmenis
Revenue bond covenant accounts
Unamortized debt cost
Net pension obligation
Capital assets not being depreciated:
Land
Construction in progress

Capital assets (net of accumulated depreciation):

Building and building improvements
Improvements other than buildings
Machinery and equipment
infrastructure

Total assets

LIABILITIES:
Accounts payable
Retainage payable
Salaries payable
interest payable
Uneamed revenue
Customer deposits
Noncurrent liabilities:

Due within one year
Due in more than one year
Total liabilities

NET ASSETS:
Investment in capital assets, net of related debt
Restricted for:

Debt service

Highway weather related projects

Capital projects
Unrestricted

Total net assets

Governmental Business-Type

Activities Activities Total
3 13,527,233 26,570,508 40,097,741
50,399,490 17,321,670 67,721,160
276,152 - 276,152
14,442,878 2,421,098 16,864,874
61,880,016 3,608,752 65,408,768
102,418 81,625 193,943
2,629 - 2,629
443,678 - 443,578
1,122,332 {1,122,332) -
330,947 104,159 435,108
88,929 80,070 179,998
- 582,200 582,200
1,303,780 4,315,311 5,619,081
- 6,991,320 6,991,320
357,155 19,200 376,355
1,077,357 - 1,077,357
2,474,666 14,086,722 16,561,388
3,391,544 3,134,808 8,526,542
21,384,001 08,133,460 119,517,461
38,451 168,116,712 168,155,163
14,848,419 7,826,805 22,675,224
174,580,178 - 174,590,178
362,093,161 352,293,078 714,386,228
2,783,121 1,881,215 4,744,336
443,261 149,038 592,300
1,360,172 431,042 1,791,214
357,180 313,398 870,578
1,277,323 987 1,278,280
1,303,780 4,901,255 6,205,035
11,672,485 2,634,185 14,208,670
59,305,518 28,302,301 88,607,819
78,382,840 38,713,402 118,086,242
148,375,719 261,533,235 409,008,954
14,013,340 6,991,320 21,004,660
331,504 - 331,504
10,727,915 - 10,727,815
110,261,833 44,055,121 154,316,854
3 283,710,311 312,579,676 $ 596,289,987

The notes to the financial statements are an integral part of this statement
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CITY OF BISMARCK, NORTH DAKOTA
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FIJND BALANCES OF

GOYERNMENTAL FUNDS TO THE STATEMEMT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

Net change in fund balances-total governmental funds (Page 23) 6,324,472

The change in net assets reported for governmental activities in the statement
of activities is different because:

A transfer of Civic Center and NPCC capital asset from governmental
to business type resulting in a decrease in net assets. (23,694,671)

Governmental funds report capital outlays 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. 16,413,241

The net effect of various miscellaneous transactions involving capital
assets (i.e. sales, trade-ins, and dopations) is to decrease net assets. (216,446)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenue in the funds. 1,986,942

The issuance of long-term debt (i.e. bonds, leases) provides current

financial resources to governmental funds, while the repayment of the

principal of long-term debt consumes the cwrent financial resources of

governmental funds. Neither transaction, however, has any effect on net

assets. Also, governmental funds report the effect of issuance costs,

premiums, discounts, and similar items when debt is first issued, whereas

these amounts are deferred and amortized in the statement of activities.

This amount is the net effect of these differences in the treatment of long-

term debt and reiated items. (471,260)

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as 4,174
expenditures in governmental funds.

Internal service funds are used by management to charge the cost of Civic

Center event cost, health insurance, liability insurance, unemployment

insurance, and revolving cost to the individual funds. A portion of the net

revenue in the internal service funds is reported with governmental activities. 1.248.520

Change in net assets of governmental activities (Page 21) $1,594,971
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CITY OF BISMARCK, NORTH DAKOTA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final Budgetary Basis Positive (Negative}
Budgetary Fund Balance, January 1 $ 21483030 § 21483030 % 21493030 % 18,791,397
Resources (inflows)
Taxes 11,328,114 11,329,114 10,917,215 {(411,898)
Licenses and permits 1,646,845 1,646,845 1,856,383 308,538
Intergovernmental 4,669,791 4,669,791 5,414,434 744,643
Charges for services 2,670,038 2,670,039 2,843,318 173,279
Fines and forfeits 815,650 815,650 786,474 {29,178}
Investment income 142,525 142,525 123,135 (19,380}
Rentals 282,619 282,619 309,848 27,228
Miscelaneous 37,750 37,750 78,115 40,365
Transfer in 5,850,289 6,859,269 6,828,626 68,327
Amount available for appropriation 49 946,662 49,946 662 50,850,578 19,695 313
Charges to appropriations (outfiows)
General government
Administration 927,703 927,703 624,066 303,637
Building maintenance 588,282 588,282 569,502 18,780
Attomey 364,705 364,705 360,322 4,383
Finance 2,614,281 2,614,281 2,315,802 298,479
Human resources 379,957 378,957 358413 21,544
Municipal court 373,822 373,822 367,342 6,480
Community development 2,011,087 2,011,087 1,579,613 431,474
One-time operations 670,827 670,786 485,503 185,283
Equipment reserve 32,300 30,297 24,865 5,432
Public safety
Combined communications 1,796,186 1,795,186 1,588,229 207,957
Fire & inspections 5,463,371 5,465,454 5,330,622 134,832
Police 8,575,081 8,575,081 8,471,752 103,329
One-time operations 416,341 364,397 351,357 13,040
Equipment reserve 4,888 6,861 6,861 -
Highways and streets
Weed control 70,216 70,216 70,584 (368)
Engineering 1,700,853 1,700,853 1,570,264 130,589
One-fime operations 45,000 45 000 38,000 6,000
Equipment reserve 49,700 49,730 28,479 23,251
Health and welfare
Ervironemental health 291,425 292 442 202 442 -
Public health 1,574,369 1,574,369 1,612,071 62,298
One-time operations 49,180 49,231 45231 -
Equipment reserve 80,140 47,040 35,183 11,857
Culture and recreation
Cable tv promotions 269,781 269,781 269,781 -
Centennial beach 2,000 2,000 867 1,333
One-time operations 18,210 18,210 18,210 -
Transfer out
Nondepartmental 302,007 302,007 301,859 48
Building construction 380,000 380,000 380,000 -
Contingencies 825,000 825,000 - 825,000
Combined cormmunications 70,626 70,626 59,956 10,670
Community development 9,907 9,907 9,324 583
One-time operations - 51,944 51,844 -
Equipment reserve 34,178 34,178 34,178 -
Total charges to appropriations 29,861,433 29,961,433 27,155,522 2,805,911
Budgetary Fund Balance, December 31 $ 19985229 § 40985220 B 23695086 § %2,501,224

The notes to the financial statements are an integral part of this statement
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CITY OF BISMARCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

An explanation of differences between budgetary inflows and outflows and
GAAP revenues and expenditures follows:

General
Sourceslinflows of resources Fund

Actual amounts (budgetary basis) "available for appropriation”
from the budgetary comparison schedule 3 50,850,578

Differences - Budget to GAAP
The fund balance at the beginning of the year is a budgetary
resource but is not a current-year revenue for financial

reporing purposes {21,493,030)

Transfers from other funds are inflows of budgetary resources but
are not revenues for financial reporting purposes (6,928,626)

Total revenues as reporied on the statements of revenues,
expenditures, and changes in fund balances - governmental funds 3 22428922

Uses/outflows of resources

Actual amounts {budgetary basis) "total charges to appropriations”
from the budgetary comparison schedule $ 27,1565 522

Differences - Budget to GAAP

Encumbrances for supplies and equipment ordered but not
received are reported in the year the order is placed for
budgetary purposes, but in the year the supplies are received
for financial reporting purposes 516,531

The city budgets for salaries on the cash basis, rather than on the
modified accrual basis 69,449

Transfers to other funds are oufflows of budgetary resources but
are not expenditures for financial reporting purposes (837,361)

Total expenditures as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds 3 26,904,141

The notes to the financial statements are an integral part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
MAJOR SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
SALES TAX
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Finai Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ 63,828 $ (2436,172) $ 5,587,360 $ 8,023,533
Resources (inflows)
Taxes 11,891,877 11,991,677 13,955,767 1,864,000
Investment income 18,257 18,257 31,383 13,126
Amount available for appropriation 12,073,762 9,573,762 19,574,510 10,000,748
Charges to appropriations {outflows)
General government 1,000 1,000 309 651
Transfer out 14,478,038 14,478,038 13,808,536 568,502
Total charges to appropriations 14,479,038 14,478,038 13,808,845 569,193
Budgetary Fund Balance, December 31 _$ (2,405,276) _$ (4,905,276) _§ 5,664,665 $ 10,569,941

The notes to the financial statements are an integral part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
MAJOR SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL

Budgetary Fund Balance, January 1
Resources (inflows)

intergovernmental
Charges for services
Fines and forfeits
Investment income
Miscellaneous
Transfer in

Amount available for appropriation

Charges to appropriations {outflows)

General government

Public safety

Highways and streets

Health and welfare

Culture and recreation

Transfer out

Total charges o appropriations

Budgetary Fund Balance, December 31

GOVERNMENT GRANTS & ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final {Budgetary Basis)  Positive (Negative)
$ 391,923 $ 1,727,089 $ 504,327 $ {1,534,089)
5,409,112 5,409,112 17,270,884 11,861,772
264,051 264,051 186,080 (77,971)
400 400 2,460 2,060
2,450 2,450 817 (1,633)
28,900 29,900 323,247 293,347
- - 36,744 36,744
6,097,836 7,433,002 18,324,559 10,580,230
787,878 15,372,117 18,372,117 -
3,243,651 2,703,376 1,147,684 1,665,692
141,500 408,900 146,379 260,521
1,383,999 1,383,898 976,464 407,535
11,640 11,640 5,778 5,862
76,308 81,944 81,944 -
5,644,876 19,850,976 17,730,366 2,229,610
$ 452,860 $(12,526,974) $ 594,193 $ 12,809,840
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CITY OF BISMARCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES iN FUND BALANCE - BUDGET AND ACTUAL
GOVERNMENT GRANTS & ACTIVITIES

An explanation of differences between budgetary inflows and outflows and
GAAP revenues and expenditures follows:

Government
Grants &
Activities
Sources/inflows of resources
Actual amounts (budgetary basis) "available for appropriation”
from the budgetary comparison schedule % 18,324,658
Differences - Budget to GAAP
The fund balance at the beginning of the year is a budgetary {504,327)
resource but is not a current-year revenue for financial
reporting purposes
Transfers from other funds are infiows of budgetary resources but
are not revenues for financial reportin purposes (36,744)
Total revenues as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds $ 17,783,488
Uses/outflows of resources
Actual amounts {budgetary basis) "total charges to appropriations”
3 17,730,366

from the budgetary comparison schedule
Differences - Budget to GAAP
Encumbrances for supplies and equipment ordered but not

received are reported in the year the order is placed for
budgetary purposes, but in the year the supplies are received 363,836

for financial reporiing purposes

The City budgets for salaries are on the cash basis

rather than on the modified accrual basis 631
Transfers to other funds are outflows of budgetary resources but
are hot expenditures for financial reporting purposes {81,944)
Total expenditures as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds 3 18,012,888

The notes to the financial statements are an integral part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

DECEMBER 31, 2011

ASSETS
Receivables:
Taxes
Accounts
Accrued interest and dividends
investments, at fair value:
Domestic equities
International equities
Domestic fixed income
international fixed income
Real estate
Private equity
Mutuat funds
Certificate of deposits and invested cash
invested securities lending collateral
Total assetls

LIABEILITIES
Accounts payable
Due to other entities
Deferred revenue

Total liabilities

NET ASSETS
Assets held in trust for pension and other

employee benefits
Total net assets held in trust

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

Pension

Trust
Fund

¥

28,956
58,502
650,344

28,057,317
10,215,958
18,474,456
7,737,676
17,421,899
1,320,556
920,574
2,188,339

87,074,577

117,451

21,362

876
22,539

138,813

23,415

86,935,764

86,935,764
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CITY OF BISMARCK, NCRTH DAKOTA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDING DECEMBER 31, 2011

ADDITIONS

Contributions:
Employer
Employee
Total coniributions

investment income:
Net Increase (decrease) in fair value of investments
Interest and dividends

Less: invesiment expense
Net investment income

Security lending activity:
Securities lending income
Total additions

DEDUCTIONS
Benefits paid to participants
Refunds

Administration expenses
Total deductions

Change in net assets
Net assets - beginning

Net assets - ending

The notes to the financial statements are an integral part of this statement
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Pension
Trust
Funds

2,826,834
1,488,946

4,315,780

(433,156)
2,374,178

1,841,022
(345,616)

1,685,406

5,329

5,916,515

3,471,228
335,846
70,299

3,877,373

2,039,142

84,896,622

86,935,764




CITY OF BISMARCK, NORTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. REPORTING ENTITY

The City of Bismarck was incorporated in 1875. The City operates under a city commission form of
government under the Home Rule Charter. The accompanying financial statements present the activities
of the City of Bismarck. Only funds of the City have been included since the City does not have any
blended or discrete component units.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities. For the most part, the interfund
activity has been consolidated and is not eliminated. Governmental activities, which are normally financed
through taxes and intergovernmental revenues, are reported separately from business-type activities,
which are normally financed through user fees and charges for goods or services.

The statement of activities compares the direct expenses and program revenues for both the functions of
the governmental activities and the business-type activities of the City. Direct expenses are those that
are clearly identifiable with a specific function. Program revenues include 1) fines, fees, and charges for
services and 2) operating or capital grants and contributions that are restricted to a particular function.
Taxes and other items not properly included among program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
gven though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. The economic resources measurement focus and the accrual basis of accounting records
reventues when earned and expenses are recorded when a liability is incurred, regardless of the timing of
the related cash flows. Agency funds have no measurement focus. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met

Governmeniz! fund financial statements are reporied using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilfities of the current period. 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. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

Property taxes, cable franchise fees, licenses, interest and special assessments are susceptible to
accrual. Sales tax; Motel, Liquor, Restaurant tax; motor vehicle fees and the 2% Mote! tax collected and
held by the state at year end on behalf of the City are also recognized as revenue. Other receipts
become measurable and available when cash is received by the City.
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The City reports the following major governmental funds:

General Fund — This fund is the general operating fund of the City. Al financial resources of the general
government that are not required to be reported in another fund are accounted for in the general fund.

Sales Tax Fund - This fund accounts for the one percent city sales tax used for expenditures that are
authorized by the voters within the City of Bismarck.

Government Grants & Activities — This fund is used to account for federal and state grants &
contributions, seif-funded activities, and donations

Sewermain Bond Fund — This fund accounts for the collection of special assessments and the payment
of special assessment bonds for sewermain improvements.

Street improvement Bond Fund - This fund accounts for the collection of special assessments and the
payment of special assessment bonds for street improvements.

Street Improvement Construction Fund - This fund accounts for the construction of street
improvements. Financing is provided by the proceeds from the special assessment bonds.

The City reports the following major proprietary funds:

Airport — This fund accounts for the operations of the Municipal Airport.

Civic Center — This fund accounts for the operations of the Civic Center.

Water Utility - This fund accounts for the operations of water treatment and distribution.

Sanitary Sewer Utility — This fund accounts for the operations of sanitary sewers and waste water
treatment.

Additionally, the City reports the following fund types:

Internal Service Funds ~ These funds are used by management to charge the cost of Civic Center
events, fleet services, health insurance, liability insurance, unemployment insurance, and revolving costs
fo the individual funds.

Pension (and other employee benefif) Trust Funds — These funds are used to account for the activities
of the City Employees’ Pension Pilan and the Police Pension Plan, which accumulates resources for the
pension benefit payments, and also the Deferred Sick Leave Plan, which accumulates resources for the
payment of sick leave accumulated prior to December 31, 1992.

Agency Fund -~ This fund accounts for assets held by the City as agent for other individuals, private
organizations, or other governmental units. The Firemen's Pension Fund is the City's only agency fund

The City has prepared its government-wide and proprietary fund financial statements in accordance with
all applicable pronouncements as well as pronouncements of the Financial Accounting Standards Board
(FASB) and its predecessors issued on or before November 30, 1889, unless those pronouncements
conflict with or contradict GASB pronouncements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this rule are when various charges exist between different functions of the
government (i.e. water and sewer charges to other various functions of the City). Elimination of these
charges would distort direct costs and program revenues reported for the various functions concerned.
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Amounts reported as program revenues include 1) charges to customers for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Revenues that do not meet the previous criteria are reported as general revenues,
inchuding all taxes.

Proprietary funds report operating revenues and expenses separately from nonoperating items.
Operating revenues and expenses generally result from providing services or producing and delivering
goods in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the City's enterprise funds and internal service funds are charges to customers for sales and
services. Operating expenses for enterprise funds and internal service funds include the costs of sales
and services, administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses.

D. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY
1. Cash and Cash Equivalents

The City's cash and cash equivalents are considered to be cash on hand, demand deposits and shori-
term investments with original maturities of three months or less from the date of acquisition. These
highly liquid investments are readily convertible to known amounts of cash and so near their maturity that
they present insignificant risk of changes in value because of changes in interest rates

All cash and cash equivalents as permitted by the North Dakota Century Code are included on the
Government-wide Statement of Net Assets as “Cash and Cash Equivalents”.

The City has no cash overdrafts from pooled cash and investments at December 31, 2011

Interest revenue is allocated to all City funds unless state law (as outlined in the North Dakota Century
Code) requires allocation of interest directly to a specific fund. The allocation is based on the fund'’s total
cash and investment balance at the end of each month.

2. Investments

The City of Bismarck is governed by NDCC. North Dakota state statutes authorize jocal governments to
invest in:

a) bonds, treasury bilis and notes, or other securities that are a direct obligation of, or an obligation
insured or guaranteed by, the treasury of the United States, or its agencies, instrumentalities, or
organizations created by an act of Congress,

b) securities sold under agreements to repurchase written by a financial institution in which the
underlying securities for the agreement to repurchase are of the type listed above,

c) certificates of deposit fully insured by the federal deposit insurance corporation or the state,

d) obligations of the state.

In addition to the above-mentioned investments, Pension Trust funds are authorized to invest all or part of
their surplus funds in other investments by selecting a funding agent or agents to hold and invest such
funds for the board and shall be placed for investment only with a firm or firms whose primary endeavor is
money management.

On January 5, 1996, the City of Bismarck entered into a contract with Burleigh County Water Users, to
furnish the rural citizens with water for the next 40 years. The Burleigh County Water Users deposited
$2.300,000 up front to buy a specific number of gallons each year at a rate of $.397 per billing unit of 100
cubic feet of water. The funds were invested in United States Zero Coupon Treasury Bonds with an
annual maturity date to meet the current water obligation. Each year the City recognizes the value of
these bonds at fair value. The funds are held as deposits. If the Burleigh County Water Users elected to
cance! the contract, the deposit would be refunded at the current fair value. The value of the deposits in
the Water and Sewer Utility fund at December 31, 2011 was $4,315311.
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Investments are stated at fair value based on quoted market prices. Fair value is the amount at which a
financial instrument could be exchanged in a current transaction between willing parties.

3. Receivables and Payables

Notes receivable as of December 31, 2011 were:

INTEREST MATURITY
RATE DATE AMOUNT
NISC 0-5% 8/1/2011 $ 200,000
HUD Brandon Heights |l Project 0% 77112003 - 7/1/2023 129,000
HUD Habitat Home Ownership Project 0% 71812009 -7/8/2024 52,000
HUD Housing Rehab Program 0% 10/15/2008 - 10/15/2013 33,268
HUD Neighborhood Stabilization Progra 0% 3/30/2010 - 3/30/2025 21,600
Grizella Corporation 0% 9/1/2008 7,712
TOTAL NOTES RECEIVABLE $ 443,578

Notes receivable to NISC and Grizella Corporation are made from the Vision Fund to promote economic
and job development in the Bismarck area. The NISC Notes Receivable was paid in January 2012. The
Grizella Corporation negotiated a new payment schedule and current repayments are made as expected.
Repayments of the HUD loans are forgivable when the terms of the agreement are met. The details of
the HUD loans are disciosed in Note IV on page 53.

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as "advances to/from other funds.” All other outstanding balances
between funds are referred to as "due toffrom other funds.” Any residual balances outstanding between
the governmental activities and business-type activities are reported in the government-wide financial
statements as “internal balances”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable governmental funds fo indicate that they are not available for appropriation
and are not expendable available financial resources.

Property value is assessed as of the second Tuesday in April of each year. The property taxes are levied
and attached as an enforceable lien by January 1% of the preceding year, A 5% discount is allowed if
payment is received by February 15", The tax levy is divided into two payments due March 1% and
October 15 Penalty and interest is assessed on any delinquent payment

4, inventories and Prepaid ltems

Inventories are valued at cost, using the first-inffirst-out (FIFQ) method. The costs of governmental fund-
type inventories are recorded as expenditures when consumed.

Enterprise Funds record any payments made fo vendors for services that will benefit periods beyond
December 31, 2011, as prepaid items. The cost of services to governmental type funds is recorded as
expenditures when paid rather than the benefited period.
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5. Restricted Assets

Investments are purchased in the Sidewalk Capital Projects Fund by a developer in the City of Bismarck's
name to guarantee payment of the sidewalk special assessment A corresponding liability recognizes the
developer’s deposit which is payable upon the sale of the property.

investments restricted in the Water Enterprise Fund for Burieigh County Water Users are disclosed in
Note | on pages 38-39.

Certain proceeds of the Water Enterprise Fund's revenue bonds and Sanitary Sewer Enterprise Fund's
revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted
assets on the balance sheet because their use is limited by applicable revenue bond covenants. The
balances of the revenue bond covenant accounts are disclosed in Note IV on pages 53-55

6. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets {e.g., roads, bridges,
sidewalks, and similar itemns) are, reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the City as assels
with an initial, individual cost of $5,000, except for infrastructure networks which are capitalized if the total
cost exceeds $50,000. Capital assets are vaiued at historical or estimated historical cost. Donated
capital assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Property, plant, and equipment of the City are depreciated using the straight fine method over the
following estimated useful lives:

Buildings and building improvements 10 - 50 Years
Improvements other than buildings 25 - 50 Years
infrastructure 20-100 Years
Equipment 2-10 Years

7. Compensated Absences/Termination Benefits

Sick Leave

The sick leave plan for compensated absences started on December 31, 1992. 1t established a maximum
number of accumulated sick leave hours that could be accrued. The maximum hours for employees
working a forty-hour work week is 960 and the maximum hours of accumulated sick leave are 1272 for all
employees working a 53-hour workweek Excess sick leave will be paid to ail employees at a rate of forty
percent of their excess hours over 960/1272 annually. There is no liability for unpaid accumulated sick
leave since the City does not have a policy to pay any amounts (other than the vested amounts paid out
annually) when employees separate from service.

On December 31, 1992 the outstanding accumulated sick leave hours of all employees having over
960/1272 hours were reduced by twenty five percent. The number of reduced hours multiplied by their
rate of pay per hour became the amount of pay the employee will receive at termination of their
employment. If the employee had less than 960/1272 hours they were given an option, to either reduce
their hours by twenty five percent or retain the hours in order to reach the 960/1272 maximum at a faster
pace. If they chose the option to reduce their hours, this number was multipiied times their rate per hour
to establish the amount of compensation they will receive at termination.
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The total amount of compensation is funded by an annual departmental contribution until such time the
fund is sufficient to fully meet the obligation. The funds wili be held in a pension (and other employee
benefit) trust fund until all employees employed on December 31, 1992 will have terminated their
employment.

Annual Leave

The annual leave plan allows employees to accrue annual leave with pay based on their years of service
with the City as follows:

0-3 years 8 hours per month
4 -7 years 10 hours per month
8 -12 years 12 hours per month
13 - 18 years 14 hours per month
over 18 years 16 hours per month

Fire employees who have a regular workweek in excess of forty hours per week are granted annual leave
at a rate adjusted to take into account the extra hours so their annual leave is comparable to the leave
granted for forty hour per week employees. Regular pari-iime employees shall earn a prorated number of
vacation day’s payable at their current rate of compensation.

Annual leave accrued during the calendar year may be accumulated but shall in no case exceed a total of
360 hours for all employees except fire employees who work a regular work week in excess of forty hours,
may accumulate 477 hours. On January 1 of each year all excess leave is forfeited without compensation.

At the time of the employee's termination of employment, the unused hours are paid to him at his current
rate of pay. The hours will be paid up to 360 hours for regular employees and 477 hours for firemen.

All of the accumuiated hours are brought to the current rate of pay on December 31, to establish the value
in the funds. All vacation pay is accrued when incurred in the government-wide, proprietary, and fiduciary
fund financial statements. In the governmental funds, a liability would be reported only i they have
matured, for example, as a result of employee resignations and retirements.

8. Long-term Obligations

In the government-wide financial statements, and proprietary fund fypes in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds on a siraight-
line basis over the term of the related issue. Bonds payable are reported net of the applicable bond
premium or discount Bond issuance costs are reported as deferred charges and amoriized over the term
of the related debt

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actuai debt proceeds are reported as debt service expenditures.

Internal service funds predominately serve the governmental funds. At year end, $332,583 of claims and
judgmenits are included in governmental activities. Compensated absences of $2,273,247 generally have
been kquidated by the General Fund and various Special Revenue Funds.
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9. Fund Equity

in 2011, the Bismarck City Commission adopted the GASB Statement No. 54, “Fund Balance Reporting
and Governmental Fund Type Definitions.” This Statement provides more clearly defined fund balance
categories to make the nature and extent of the constrainis placed on a government’s fund balances more
transparent. The following classifications describe the relative strength of the spending constraints:

Nonspendable fund balance — are those that cannot be spent because they are either:
1. Notin spendable form {e.g. inventories, prepaid items, deferred expenditures, long-term
receivables or cufstanding encumbrances).
2. Legally or contractually required to be maintained intact.

Restricted fund balance — are those that have constrainis placed on their use either:
1. Externally by creditors, grantors, contributors, or laws or regulations or other governments
{e g. Bond Covenants, Federal and State Grantors, Donations)
2. By law through constitutional provisions or enabling legisiation (e g. sales and use tax).

Committed fund balance — are those the City of Bismarck Board of Commissioners has
authorized to set aside funds for a specific purpose. Any funds set aside as committed Fund
Balance requires formal motion by a simple majority vote. The formal motion must take place
prior to December 31 of the applicable fiscal year and be recorded in the official minutes. if the
actual amount of the commitment is not available by December 31%, the motion must state the
process or formula necessary to calculate the actual amount as soon as information is available.
Commitments may be changed or removed by the City Commission by taking the same formal
action that imposed the original constraint.

Assigned fund balance — are those amounts set aside for the intended use of a specific purpose
that is neither restricted nor committed. The Director of Finance has the ability to reserve
intended amounts for assigned funds. The City of Bismarck Budget Committee has the authority
to remove or change the assignment of the funds.

Unassigned fund balance — are those which represent the residual classification for the General
Fund. K represents the resources available for future spending and amounts that have not been
assigned to other funds that are non-spendable, restricted, committed, or assigned to specific
purpose. The General Fund should be the only fund that reports a positive unassigned fund
balance amount.

in the General Fund, the City of Bismarck will strive to maintain a minimum unrestricted fund balance
equal to 60% of the General Fund revenue. This will assist in maintaining an adequate level of fund
balance to provide for large future expenditures, cash flow requirements and contingency needs. |f
spending in designated circumstances has reduced unrestricted fund balance to a point below the
minimurmn target, the replenishment will be within five years.

When expenditures are incurred for purposes for which both restricted and unrestricted fund balance is
available, restricted fund balance is considered to have been spent first unless legal requirements
disallow it. When committed, assigned and unassigned funds are available for expenditure, committed
amounts shouid be reduced first, followed by assigned amounts and then unassigned amounts unless the
governing board has provided otherwise in its commitment or assignment actions.
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As of December 31, 2011, fund balances are composed of the foliowing:

Government Street Street Nonmajor Total
General Sales  Granfsand Sewermain Improvement Improvement Governmental Governmental
Nenspendable: Fund Tax Activities  Bonds Bonds  Consfruction  Funds Funds
Notes receivable § - § - § -3 - § -8 -8 wms  wm
Advance to ofher funds . . . . - . 2499879 74998719
Restricled:
Building consiruction 197,703 - - . - - - 197,703
Highway weather projects - - - - - - BLKM 331,504
Capital projects 1,106,805 - - - - RIes NS
Debt payments - - - 9T 8408189 - 265891 MM M0
Commited:
Encumbrances 2043 - - - - . . 22043
Publc health programs - - 1,726 - - - - 29,126
Transil system - - - . - . 281 2841
Public brary - - - - - - 335939 33593¢
Drug enforcement - . . . . . 35130 35,130
Highways and streets . - . . . . 3056453 3056453
Street light operations - - - - - - a1 41L1M
Civic cenfer promotions - - - - - - 13060 13,060
Chic center projects - - - - - - 1930700 1932700
Economic development - . - - - - 3,655,733 3,655,133
Social securdy payments - - - - - - 892,056 892,036
Capital projects - 4557860 - 1080218 25408138
Debt payments - - - - - - 296,47 26247
Assipmed:
Fire truck/equipment 45895% - - - - - - 458959
Contingencies 825,000 - . . . - . 825,000
Departmen! equipment 1,380,343 - - - - - - 1380343
Techaology equipment 59,281 . - . - - - 5981
Computer expansion 623464 - - - . - - 623464
Parking lot 90,390 - - - - - - 90,5%
Payroll reserve 3519 - - - - 320.19%
Unassimed 18424444 - (7,202,2!7} {4; 426,383) 6,795,839

Totaf Fund Balnces § 2611017 § 5664665 & 2ON6 § IM6IT $ SAORIEO § (227} § 434BL0M 6138761
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E. CHANGE IN ACCOUNTING PRINCIPLE

The following GASB Statements became effective and were implemented for the fiscal year ended
December 31, 2011

GASB Statement No. 54, "Fund Balance Reporling and Governmental Fund Type Definitions,” was
issued in March 2009. The object of this Statement is to provide a concise definition with a clear
consistent application of fund balance. Fund Balance will be classified as nonspendable, restricted,
committed, assigned and unassigned based on the spending controls and accounting policies. These
policies are required to be reported in the notes. The provisions of this statement are effective for periods
beginning after June 15, 2010

GASB Statement No. 59, "Financial Instruments Omnibus,” was issued in June 2010. This Statement
establishes standards regarding financial reporting and disclosure requirements for external investment
pools and certain financial instruments. This Statement will enhance the complete information by
improving the consistency of measurements and clarity to the existing standards. The provisions of this
statement are effective for periods beginning after June 15, 2010.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND BALANCE
SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

The governmental fund balance sheet includes the reconciliation between fund balance — total
governmental funds and net assels — governmental activities as reported in the government-wide
statement of net assets. One element of that reconciliation explains that “long-term liabilities, inciuding
bonds payabie, are not due and payable in the current period and therefore are not reported in the funds "
The details of this $70,624,812 difference are as follows:

Bonds payable $ (68,095,000)
Less: unamoriized debt cost 357,155
unamortized bond discount 203,113

Plus: unamortized bond premium (458,653)
Accrued interest payable (357,180)
Compensated absences (2,273,247

Net adjustment to reduce fund balance - fotal governmental funds to
arrive at net assetfs - governmental actiities $ (70,624,812)

B. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES AND THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

The governmental fund statement of revenues, expenditures, and changes i fund balances includes the
reconciliation between net changes in fund balances — total governmental funds and changes in net
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assets of governmenta! activities as reported in the government-wide statement of activities. One
element of that reconciliation explains that "Governmental funds report capital outlays as expenditures.
However, in the statermnent of activities the cost of those assels is allocated over their estimated useful
lives and reported as depreciation expense.” The details of this $16,413,241 difference are as follows:

Capiial outlay $ 23,779,208
Contributed Capital $ 2,188,875
Depreciation expense {9,554,842)

Net adjustment to increase net changes in fund balances - total
governmental funds to arrive at changes in net assets of
governmental activities $ 16,413,241

Another element of the reconciliation states that “The net effect of various miscellaneous transactions
involving capital assets (i.e., sales, trade-ins, and donations) is to increase net assets " The details of this
$216,446 difference are as follows:

in the statement of activities, only the gain on the sale of capital

assels is reported.  However, in the governmental funds, the proceeds

from the sale increase financial resources. Thus, the change in net

assets differs from the change in fund balance by the cost of the

capital assets sold. 3 (216,446)

Net adjustment to increase net changes in fund balances - tofal
governmental funds to arrive at changes in net assets of governmental
activities $  (216,446)

Another element of that reconciliation states that “the issuance of long-term debt (e.g., bonds, leases)
provided current financial resources to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds. Neither transaction, however,
has any effect on net assets. Also, governmental funds report the effect of issuance costs, premiums,
discounts, and similar items when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities.” The details of this $47 1,260 difference are as follows:

Debt issued or incurred:

Issuance of refunded bond debt $ (1,805,000)

Issuance of special assessment debt {(10,000,000)

Less: discounts and bond cost (95,383)

Pius: bond premium 24,123
Principal repayments:

Payment to refunded bond escrow agent 1,850,000

General obligation debt 8,355,000

Net adjustment to decrease net changes in fund balances - total
governmental funds to arrive at changes in net assets of
governmental activities $ (471,260)
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Another element of that reconciliation states that "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.” The details of this $4,174 are as follows:

Compensated absences $ 41,834
Accrued interest (9,783)
Amortization of bond premium & interest on escrow (133,065)
Amortization of bond costs and discounts 88,150
Net pension obligation 7,038

Net adjustment {o decrease net changes in fund balances - total
governmental funds fo arrive at changes in net assets of

governmental activifies % 4,174

Il. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. BUDGETARY INFORMATION

The City adopts an annual budget approved by the Board of City Commissioners. The budget is adopted
on a basis (budget basis) which differs from generally accepted accounting principles (GAAP basis). The
budget and all transactions are presented in accordance with the City's method (budget basis) in the
Combined Statement of Revenues, Expenditures and Changes in Fund Balances — Budget and Actual —
General and Special Revenue Funds fo provide a meaningful comparison of actual results with the
budget. The major differences between budget and GAAP basis in the General Fund are that
encumbrances are recorded as the eguivalent of expenditures (budget) as opposed to a reservation of
fund balance (GAAP). Activities of the General Fund, Special Revenue Funds, and Debt Service Funds
are included in the annual appropriated budget in accordance with the N.D.C.C.

A detailed explanation of differences between the budgetary outflows and GAAP expenditures are
presented in the siatements.

The level of budgetary contro! is established at the department level. The department is allowed to
transfer appropriations within its department from one account number to another. Commission approval
is required for the transfer of appropriations from one department to another. The entire budget can be
amended only by ordinance and commission approval.

In August, the proposed budget is presented to the governing body for review. The governing body holds
public hearings and may modify the proposed budget The final budget must be adopted before October
1st.

The City also maintains an encumbrance system as a technigue of accomplishing budgetary control
Encumbrances represent commitments related to uncompleted contracts for goods or services.
Encumbrance accounting, under which purchase orders, contracts and other comrmitments for the
expenditure of resources are recorded io reserve that portion of the applicable appropriation, is utilized in
the General Fund. For budgetary purposes appropriations lapse at year end except for that portion
related {o encumbered amounts. Encumbrances outstanding at year end are reported as reservations of
fund balances and do not constitute expenditures or liabilities because the commitments will be honored
during the subsequent ysar
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B. EXCESS OF EXPENDITURES OVER APPROPRIATIONS

For the year ended December 31, 2011 expenditures exceeded budget at the fund level (i e., the legal
level of budgetary control) as follows:

Amount
General Fund
Weed Confrol 368
Special Revenue Fund
Gaming Enforcement Fund 84
Debt Service Fund
Parking Lot Bonds B62

The Special Revenue Fund and the Debt Service Fund exceeded appropriations due to the final transfer
of remaining funds. The Gaming Enforcement Fund iransferred to the general fund and the Parking Lot
Bonds transferred to the Special Deficiency Fund. The General Fund Weed Control exceeded
appropriations due to the cutting of additional assessed properties.

C. DEFICIT FUND BALANCE

The following individual funds had deficits at December 31, 2011, as measured by the balances in the
total fund balance as follows:

Amount
Capital Projects Funds:
Sewermain Construction 3,635,061
Watermain Construction 447
Sidewalk Consfruction 790,880
Street Improvement Construction 7,202,217

Sewerrnain Construction, Watermain Construction, Sidewalk Gonstruction and Street Improvement
Construction will be funded through a sale of special assessment bonds in December of 2012

IV. DETAILED NOTES ON ALL FUNDS
A. DEPOSITS

Custodial Credit Risk

Custodial credit risk is risk associated with the failure of a depository financial institution to recover its
deposits or collateralized securities that are in the possession of outside parties. The City does not have
a formal policy that addresses custodial credit risk for deposits. However, in accordance with state
statutes, the City maintains deposits at those depository banks and savings and loans authorized by the
City Commission, all of which are covered by federal deposit insurance. These statutes also require that
the deposits be protected by insurance, collateral or surety bond. The fair value of the collateral pledged
must be equal to or greater than 110% of the deposits not covered by insurance or bonds. The only
exception is for funds that are deposited with the Bank of North Dakota, which is owned and backed by
the full faith and credit of the State of North Dakota. At December 31, 2011, the carrying amount of the
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City's deposits was $122,876,861 and the bank balance was $124,643,626, all of which was insured and
coliateralized.

Cash and Investments

As of December 31, 2011 the city's cash and investrments are as follows:

Cash on hand $ 47,977
Deposits 122,876,861
Investments 84,424,325

Total cash and investments $ 207,349,163

The cash and investments presented in the Financial Statements Dacernber 31, 2011 are as follows:
Primary Government

Cash and cash equivalents $ 40,097,740
Investments 67,721,160
Resfricted:
Cash and cash equivalents 582,200
Investments 5,619,091
Revenue bond covenant accounts 6,991,320
Total primary government
cash and investmenis $121,011,511
Fiduciary Funds
Investments 86,337,652
Total cash and investmenis $207,349,163

B. INVESTMENTS
Primary Government

State statues, city ordinances and resolutions authorize the City's investments. State law governs
investments by NDCC 6-08-07, 15-10-12, and 21-04-02, indicating that all public funds must be deposited
in the Bank of North Dakota unless there are other constitutional or statutory provisions

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt securities will adversely affect the fair
value of an investment. The price of a debt security typically moves in the opposite direction of the
change in interest rate. The City does not have a formal invesiment policy that limits investment
maturities as 2 means of managing its exposure to potential fair value losses arising from future changes
in interest rates.

As of December 31, 2011 the City {Primary Government) had the following debt securities shown in the
table below by investment type and maturity.
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interest Rate Risk: City

Market iess than

Value 1 Year 1-5 Years B-10 Years 10+ Years
Ceriificate of Deposits 43,763,353 9,211,633 34,551,720 - -
Government Agencies 39,483 - - 39,483 -
Government Bonds 7,111,754 129,923 1,381,709 1,454,344 4,135,778
Federal Morigage-Backed 10,490,000 - 10,480,000 - -
External Investment Pool 11,935,661 11,835,661 - - -
Total Debt Securities $73,340,251 $21,277.217 $46,433,429 $1,493.827 $4,135,778

Some investments are more sensitive to interest rate changes than others. Variable and floating rates
collateralized morigage obiigations (CMO), asset-backed securities (ABS), interest-only (IQ) and
principal-only (PO) securities are examples of investments whose fair values may be highly sensitive to
interest rate changes. 10 and PO securities are highly sensitive to prepayments by mortgagors, which
may result from a decline in interest rates. The City held 10's valued at $4,777,447 and PO's valued at
$2,334,304 at December 31, 2011, The City has no formal policy regarding IO and PO strips.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
The City of Bismarck does not have a formal investment policy that specifically addresses credit risk. As
of December 31, 2011, the City (Primary Government) had the following debt securities with their
respective ratings.

Credit Risk: City Investments

Total Federai External
Market Government Mortgage- Investment
S&P Credit Rating Value Agencies Backed Pool
AA $ 22,465,144 $ 30483 $ 10,480,000 3% 11,835,661
Not Rated
Government Bonds 7,111,754
Certificate of Deposits 43,763,353
Total Debt Securities § 73,340,251

Concentration of Credit Risk

Concentration of credit risk is the risk of loss atiributed to the magnitude of a government's investment in
a single issuer. The City does not have an invesiment policy that specifically addresses concentrations of
credit risk in a single issuer. As of December 31, 2011, 14.3 percent of the City's {Primary Government)
investments were invested with the Federal National Mortgage association and the Federal Home Loan
Mortgage Corporation.

Pension Funds

Interest Rate Risk

investments in the Deferred Sick, City Pension and Police Pension funds are generally managed by the
North Dakota Retirement and Investment Office (NDRIO) under the authority of the State Investment
Board. The NDCC 21-10 states the State Investment Board shall apply the prudent investor rule in
investing funds under its supervision. The investments must be invested exclusively for the benefit of
their members and in accordance with the respective funds' investment goals and objectives. More
information on the NDRIO can be found in their financial reporis  at
hitp:/fiwww state nd. us/rio/SIB/Publications/default htm.
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Agencies investments are governed by the Bismarck Firefighter's Relief Association Board. The
Employee Excess Retfirement fund is directed by the employees utilizing a contracted City investment
manager.

NDRIO has chosen to use the Segmented Time Distribution disclosure method for the Deferred
Retirement, City and Police investments. The City’s portion of interest rate risk for pension debt securities
is shown in the table below by investment type and maturity as of June 30, 2011, the most recent
information available from NDRIO. The Employee Excess Retirement included in the table is as of
December 31, 2011.

Interest Rate Risk: Pension Investments
All values in $000

Market Lessihan Maturity not

Value 1Year 1-5Years 6-10 Years 10+ Years Determined
Asset Backed Securities $ 182 3% - % 2 % 20 % 123 % -
Bank Loans 1 - 1 - - -
Commercial Mortyage-Backed 258 - 1 - 257 -
Guaranieed Fixed Income 31 3 28 - - -
Corporate Bonds 5,817 55 1,878 1,812 2,072 -
Corporate Converlible Bonds 1,408 50 870 121 368 -
Government Agencies 1,264 3 803 351 107 -
Government Bonds 4,560 91 1,434 1,288 1,747 -
Government Mortgage-Backed 2,759 1 48 187 2,523 -
Index Linked Government Bonds A3 - - - 43 -
Municipal/Provincial Bonds 512 4 367 3 138 -
Non-Government Backed CMOs 820 - - 205 615 -
Other Fixed Income 6 8 - - - -
Short Term Bills and Noles 61 61 - - - -
Pooled Investiments 6,879 - 2,899 3,880 - -
Bond Mutual Funds 61 - - 61 - -
Fixed Mutual Funds 239 239 - - - -
Total Debt Securities $24802 § 513 $ 8368 % 8028 % 7093 3% -

Credit Risk

The NDRIO maintains a highly diversified portfolio of debt securities encompassing a wide range of credit
ratings. Each debt security manager is given a specific set of guidelines to invest based on the mandate
for which it was hired. The guidelines specify in which range of credit the manager may invest. These
ranges include investment grade and high yield categories. The following fable presents the NDRIO's
external investment pool as of June 30, 2011 December 31, 2011 information is not available from
NDRIO. The Employee Excess Retirement's ratings are as of December 31, 2011,
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Credit Risk: Pension Fund Investments
All values in $000

Total Bond Fixed External

Market Mutual Mutual Investment
S&P Credit Rating Value Funds Funds Pool
AA 2 2 - -
BBB 55 55 - -
B 3 3 - -
Neot Rated 24,842 1 239 24,602
Total Debt Securities F 24,902 $ 61 3 239 $ 24602

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment or a deposit  Although the State Investment Board does not have a formal investment policy
governing foreign currency risk, the board does manage its exposure to fair value loss by requiring their
international securities investment managers to maintain diversified portfolios to limit foreign currency and
security risk. The City's foreign currency risk exposure portion of the investment pool is presented in the
following table as of June 30, 2011. December 31, 2011 information for foreign currency risk is not
available from NDRIO.

Foreign Currency Risk: Pensions
All values in $000

Short

Currency Term Debt Equity Total
Australian dollar 3 {389) 3 414 $ 203 5 228
Brazilian real {149) 215 - 66
British pound sterling 313 338 852 1,503
Canadian dollar (77) 264 60 247
Chinese yuan renminbi 158 - - 158
Israeli shekel - - 25 25
Danish krone - - 21 21
Euro 23 33 1,373 1,429
Hong Kong dollar - - g1 g1
indian Rupee - 15 - 15
indonesian Rupiah - 240 - 240
Japanese yen (29) - 657 628
Malaysian Ringgit - 186 - 185
Mexican peso - 238 - 238
New Zealand dollar (130) 141 - 1
Norwegian krone 2 165 137 304
Philippine Peso - 42 - 42
Polish zloty - 241 - 241
Singapore doliar 86 - 32 118
South African rand - 118 - 119
South Korean won - 230 1 231
Swedish krona - - 70 70
Swiss franc 3 - 250 253
Turkish lira 161 - - 161
International commingled funds
(various currencies) - - 1.704 1,704

Total securities subject to foreign

currency risk $ {28} % 2,983 $ 5,476 $ 8,431
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C. CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2011 was as follows:

Beginning Ending
Balance lncreases Decreases Balance
Governmental Activities:
Capita! assets, not being depreciaied:
Land $ 3,762514 § 67,912 § (1,355880) $§ 2,474,666
Construction in progress 10,123,863 1,440,876 {8,173,1585) 3,391,544
Total capital assels, not being depreciated 13,886,477 1,508,788 (9,528,055) 5,868,210
Capital assets, being depreciated:
Buildings and building improvements 87,563,375 2,181,628 {35,774,258) 33,980,745
Improvements other than buildings 85,348 - - B5,348
Machinery & equipment 36,889,065 4,015,241 {4,733,187) 36,171,118
Infrastructure 211,543,421 26,425,621 (7,359,282) 230,609,760
Total capital assets being depreciated 316,081,210 32,632,490 {47.,866,727) 300,846,973
Less accumulated depreciation for:
Buildings and building improvements {33,434,938) (1,084,502} 21,832,806 {12,506,744)
Improvements other than buildings (43,271) {3,627) - (46,898)
Machinery & equipment {21,683,006) (2,228,763) 2,587,069 (21,322,700
Infrastructure (50,547,191)  (6,254,004) 781,703 (56,019,582)
Total accumulated depreciation (105,718,408) (9,578,986) 25,311,468 (80,085,924)
Total capital assets, being depreciated, net 210,362,804 23,053,504 {22,555,259) 210,861,048
Governmenial activities capital assets, net § 224240281 § 24562202 § (32,084,314) § 216,727,259
Business-fype Activities:
Capital assets, not being depreciated:
Land $ 12351428 § 1735206 % - 14,086,722
Construction in progress 11,870,445 3,050,955 (11,785,402) 3,134,998
Total capital assets, nof being depreciated 24,221,871 4,786,251 (11,766,402} 17,221,720
Capital assets, being depreciated:
Buildings and building improvements 107,884,378 49,061,977 (284,180) 156,652,175
improvements ofher than buildings 221,034,077 22,161,681 - 243,195,758
Machinery & equipment 15,371,604 5,275,142 (467,499) 20,179,247
Tolal capifal assets being depreciated 344,200,059 76,488,800 (751,679 420,027,180
Less accumulated depreciation for:
Buildings and building improvaments {31,919,088)  (26,819,529) 218,913 {58,518,715)
Improverments other than buildings (69,444,825) (5,634,221) . {75,079,046)
Machinery & equipment (9,714,228) (3,098,404 480,180 {12,352,442)
Total accumulated deprecistion (111,078,152)  (35,552,154) 680,103 (145,850,203}
Total capital assets, being depreciated, net 233,211,907 40,936,646 (71,576) 274,076,977

Business-lype achities capital assets, net

$ 257433778 § 46722897 F (11857978 § 281208697
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Depreciation expense was charged to functions/programs of the primary government as follows:
Governmental activities:

General Government 3 1,118,778
Public Safety 1,214,973
Highways and Streets 483,864
Health 22,227
Culture and Recreation 480,511
Public Works 6,248,633
Total depreciation expense - governmental activities 5 9,578,886
Business-type activities:
Airport % 2,460,881
Civic Center 1,880,255
Solid Waste Disposal 458,358
Solid Waste Collections 225,682
Water 2,689,053
Sanitary Sewer 2,100,134
Storm Water 565,243
Commercial Property 53,033
Northern Plains Commerce Center 16,173
Parking Authority Lots 328,239
Totzl depreciation expense - business-type activities $ 10,886,161

D. COMMITMENTS

As of December 31, 2011, the City had commitments on various construction contracts totaling
approximately $34,850,943.

The Community Development Block Grant Housing Rehabilitation Program has $33,266 in five-year
forgivable loans with 7 loans outstanding as of December 31, 2011, If the covenants of the agreement
are met, the City will forgive 20% of the loan per year. The HOME Program has 2 outstanding loans in
the amount of $181,000 that is forgivable at 10% per year afier 6 years, while the other requires a ballocn
payment ($129,000) or loan forgiveness at the end of 20 years. The Neighborhood Stabilization Program
has one loan outstanding in the amount of $21,600 that is forgivable at 10% per year after 6 years.

E. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Due To - Bue From Other Funds

Interfund receivables {due from other funds) and payabies (due to other funds} are used when a fund has
a cash deficit. The composition of interfund balances as of December 31, 2011 was:

Due To:

Internal Service

Governmenial Funds Funds
Nonmajor Government Street
Governmental Grants and Improvement Unemployment Total

PDue From: Funds Activities Construction Insurance Due From
Governmental Funds:
General Fund 5 39,156 $ 5,007,983 $ - 3 60,747 $ 5,107,896
Sewermain Bonds 1,879,671 - - - 1,979,671
Street Improvement Bonds - - 4,658,669 - 4,658,669
Nonmajor Governmental Funds 535,451 - 1,973,791 - 2,508,242

2,554,278 5,007,993 6,632,460 60,747 14,255 478
Business-Type Funds:
Sanitary Sewer 1,605,409 - - - 1,605,408

1,605,409 - - - 1,605,409
Total Due To $ 4,159,687 $ 5,007,993 § 6,632,460 5 60,747 % 15,860,887

The due to/from other funds will be repaid in 2012,
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Advances are used for interfund loans that have a repayment schedule of more than one year

Advance To:
Business-Type Funds
Nonmajor
Enterprise Total
Advance From: Water Funds Advance From
Nonmajor Governmenta! Funds 119,879 2,380,000 2,499 879

Total Advance To

$119,879 $2,380,000 $ 2,499,879

The advances fo/from other funds have scheduled repayment plans through 2017, Tax Increment

advances will be repaid by future revenues generated in Parking Authority Lots

Lodging/Liguor/Food

Special Revenue Fund advance to the Commercial Properties Enterprise Fund will be repaid by future
revenue. The watermain assumptions will be repaid to Watermain Bonds Debt Service Fund by revenue
generated in the Water Enterprise Fund.

Transfers

Governmental Funds:

Transfer In - Governmental Funds

Government  Street Street Nonmajor

General  Grantsand Improvement Sewermain Improvement Governmental
Transfer Out. Fund Actiities  Construcion  Bonds Bonds Funds
General Fund $ - % B S - % - $ - $ 621,853
Sales Tax 5,839,340 - - - - 8,070,196
Government Grants and Activifies 1,073 - - - - 79,418
Street improvement Construction - - - 35,965 600
Sewermain Bonds - - 3,971
Street improvement Bonds - 9,654 - 450,268
Nonmajor Governmental Fungds 529,420 3,011,935 11,118 123,906 1,868,438
Airport 85,603 - - 83,314
Civic Center 81,051 - - - - 89,761
Waler 131,240 - 553,844 - 841,713
Sanitary Sewer 67,310 - 5,644 309 - 119,383
Nonmajor Enterprise Funds 90,996 - 12,985 - 136,527
Infernal Senvice Funds 101,884 - . - - 31,681
Total Transfers Out $6,028626 § 36744 $3581,077 § 24412 § 159871 § 12406123
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Transfer In - Business-ype Funds
Nonmajor  infernal

Civic Sanitary  Enlerprise Sendce

Transfer Out: Alrport Center Water Sewer Funds Funds Totats

General Fund $ - § 34178 § -3 - § - § 144671 § 837,446
Sales Tax - - - - - - § 13,009,536
Government Granis and Activiies . - - - - 753§ B1944
Sireet Improvement Construction - - - 9,989 - - § 48554
Sewermain Bonds . - - 1,732 126,997 - 142700
Street Improvement Bonds - . - - - - $ 450922
Nonmajor Governmentat Funds 10,000 3,031,041 57.548 - 384,000 44 § 9027458
Airpori - - . - . 748 § 160,665
Civic Center - - . - - 542 § 181,354
Waler - - - - - 1,184 § 1527981
Sanitary Sewer - - - - - 651 § 193,297
Nonmajor Enterprise Funds - - - - - 1,221 § 240,729
Internal Senvce Funds - - - - - 290 § 133855
Total Transfers Out $ 10000 $3085219 § 57548 § 21721 § 510997 § 150,104 § 26,952441

Transfers are made for funding general administrative support, distributing payroll benefits from grant
revenue, meeting debt service requirements, capital infrastructure and various projects.

The intent of the Civic Center Fund was changed and therefore reclassified from the governmental funds
to an enterprise fund which results in $1,792 of accrued interest revenue and $148,995 of accrual annual
leave and payroll expenses that is only reflected in the government-wide statements for the governmental
funds. The transfers are as follows:

Transfer In
Business Type- Nonmajor
Civic Governmental  General
Transfer Out Center Funds Fund Totals
Governmental - General Fund ] 1,792 & - % - % 1,792
Business Type - Civic Center - 98,245 50,750 % 148,995
Total Transfers Out 5 1,782 $ 98245 $ 50,750 & 150,787

F. LEASES
Capital Leases

The City has financed the acquisition of certain equipment for its Solid Waste Disposal, Water, Sanitary
Sewer, and Storm Sewer Funds. The purchase date for the ieased equipment was December 30, 2011 in
which depreciation did not start untif 2012. These lease agreements qualify as capital leases for
accounting purposes and, therefore, they have been recorded at the present value of the future minimum
lease payments as of the inception date.

The assets acquired through capital leases are as follows:
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Business-type

Asset: Activilies
Machinery and equipment 18,815
Less: accumulated depreciation -
Total 3 18,815

The future minimum lease obligations and the net present value of these minimum lease payments as of
December 31, 2011 were as follows:

Business-type

Year ending December 31 Activities
2012 6,825
2013 8,925
2014 6,825
Total minimum lease payments B 20,775
Less: amount representing interest {1,860)
Present value of mintmum lease payments 3 18,8156

G. LONG-TERM DEBT

General Obligation Bonds

The government issues general obligation bonds to provide funds for the acquisition and construction of
major capital facilities. General obligation bonds are direct obligations and pledge the full faith and credit
of the government. The legal debt margin as of December 31, 2011 was $111,119,103 with a remaining
non-obligated margin of $111,119,103. The City had no general obligation bonds outstanding as of
December 31, 2011.

Revenue Bonds

The government has also issued bonds where the government pledges income derived from current
operations to pay debt service, The Water Revenue bonds were issued to fund the Bismarck Water
Treatment Facility Sludge Plant Expansion and Standby Power project The Sanitary Sewer bonds were
issued to fund the Waste Water Treatment Plant Expansion and Upgrade project The Wastewater
Revenue bonds were issued to fund a major upgrade to the Wastewater Treatment Plant. Revenue
bonds outstanding at December 31, 2011 are as follows:

Date of Qriginal Amount Amount Amount Amount
Date of Final Interest Amount Cuistanding Issued Refired Qutsianding Due Within
Issue  Payment  Rele of Issue 1201 in 2011 in 2011 1231201 One Year

Governmental Activities - Revenue Bonds
L.odging, Liguor, Food 5H2003 22013 250-490% $ 7.285000 § 2.850.000 % - % 910000 $ 1940000 $ 850,000
Business-type Activities - Revenue Bonds
Water Utility 411572006 4M202% 4.00% 1,000,000 7.860.000 - 580,000 7,280.000 605,600
Water Treatment 6H52009  9H2028 3.3% 6,320,000 5.652.187 690.067 530.000 5722244 650.000
Wastewater WHR006  SMR027 250% 19,200,00C 17,615,000 - 810,000 1,805,000 836,000
Total Revenue Bonds $ 52.815.000 $ 33987,187 § 690057 & 2830000 § 31747.244 § 3.040.00C

Annual debt service requirements to maturity for revenue bonds are as follows:
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Years

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027

Total
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GOVERNMENTAL ACTIVITIES BUSINESS-TYPE ACTIVITIES
Principal Interest Principal Inferest

850,000 78,590 2.090.000 1,178,010
890.000 40.590 2.160.000 1,111,820
2.230.000 1,042.543
- - 2,305.000 970.879
- - 2.385.000 BOG,762
- - 11.387,244 2,687.322
- - 5,850,000 617,500
- - 1,300,000 32,500
$ 1,840,000 3 119,180 329,807,244 $ 8,535,436

Soecial Assessment Debt with Governmental Commitment

Special assessment bonds were issued annually to meet the cost of construction of street lights, streets,
sewermains, watermains, sidewalks, and public parking lots. The annual instaliment of principal and
interest is met by special assessments levied against the benefiting property owners. In the event special
assessment taxes are insufficient to meet principal and interest payments on bonds, the goveming body
is required {o levy a general tax on all taxable property within the city for the payment of the assumption
upon the maturity of the last bond principal installment, pursuant to City ordinance and ND.CC. Special
assessment bonds outstanding at December 31, 2011 are as follows:

Governmental Activities - Date of Originat Amount Amount Amount Amount

Special Assessment  Daleof  Final  Interest Amount Outstanding Issued Retired Outstarding  Due Within
Bonds lssue  Payment  Rales of ssue 1172011 in 2011 in 2011 12/31/2011 One Year
Series J refunding 51999 A4 4.004.40% 3,520,000 £§25,000 - 160,000 465,000 155,000
Sedes Lrefunding 480200t BN 400450% 6,140,000 225,000 - 225,000 - -
Serles O refunding 22002 BAROIZ  210-400% 1,990,000 265,000 . 180,000 85,000 85,600
Series R refunding  0/1502004 51203 250-300% 2,005,000 545,000 190,000 355,000 185,000
Series Srefunding 652005 52020 3254.10% 3,180,000 2,080,000 - 2,050,000 - -
Series T refunding 6ARGDS  5AR021  400-445% 9,640,000 6,375,000 - 950,000 5,425,000 940,000
Series U refunding THRMDT  5AR022  400475% 14,385,000 11,655,000 - 1,085,000 10,560,000 1,080,000
Series Vrefunding 62002068 5AR01E  325-376% 2,430,000 1,655,000 - 360,000 1,295,000 205,000
Series Wrefunding 122302008 52023 350445% 8,914,000 7,980,000 - 670,000 7,310,000 655,000
Series X refunding BANGAE  GA200B  350-370% 8,210,000 6,115,000 - 1,210,000 4905000 1,195,000
Series Y refunding 162010 BMR024  200400% 9,615,000 9,010,000 - 960,000 8,050,000 950,000
Series Arefunding 3252010 BAEMO  200-300% 3,855,000 3,855,000 - 795,000 3,060,00G 525,000
Sefes Brefunding 1202010 SNE025  0704.25% 5,630,000 9,630,000 - 620,000 9,010,000 850,000
Serles G refunding 12402011 BN2026  200-275% 9,065,000 - 9,065,000 - 9,065,000 620,000
Series Drefunding 121412611 BHR020  100-200% 1,605,000 - 1,605,000 - 1,605,000 215,000

Tolef refunding series

§ 94594000 § 60025000 § 10,670,000

$ 9505000 § 61190000 $ 7,880,060
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Governmental Activities - Date of Original Amount Amount Amount Amount

Specidt Assessment  Dateof  Final  Interest Amount Outstanding issued Refired Outstanding  Due Within
Bonds lssue  Payment  Rales of lssue 11201 in 2041 in 2011 1213172011 One Year
Sidewalk 00 SHAZ001  SAR0Y A30470% 420,000 40,000 - 40,000 -

Sidewalk 01 652002 SA012  230415% 565,000 145,000 - 60,060 55,000 55,000
Sidewatk 02 5152003 51013 110-315% 505,000 150,000 - 50,600 100,000 50,060
Sidewalk 03 BHR0B4  SAR0M  175415% 460,000 180,000 - 45,000 135,000 45,000
Sidewalk 04 §15I2005 52015 325-370% 1,110,000 550,000 - 110,000 440,000 110,000
Sidewalk 05 §HRO06  SMROIE  400415% 1,040,000 650,000 - 110,000 540,000 110,600
Sidewalk 06 BAR006  SHR20E  400415% 1,120,000 815,000 - 120,000 695,000 120,000
Sidewstk 07 12/2302008  SMZ0t8  300-4.00% 1,085,000 900,000 - 120,000 780,000 115,000
Sidewalk 0B 1BRHE 52019 100310% 810,000 755,000 - 85,000 670,000 85,000
Sidewalk 09 12802010 SA/2026  090-340% 665,000 665,000 - 50,000 615,000 70,000
Sidewalk 10 124201 BNI282t 030280% 935,000 . §35,000 - 835,000 70,000
Total sidewalk bonds $ 8745000 5 4820000 § 935000 $ 790000 § 4985000 $ 830,000
Tolal spacial assessment bonds $ 103308,000 § 64845000 $ 14605000 § 10295000 § 66155000 % 8,680,000

The City issued $1,605,000 Refunding Improvement Bonds (Series D) on December 1, 2011. The
purpose of issuing the Series D Bonds was to advance refund the Series S Refunding Improvement
Bonds for $1,850,000 with a prepayment of $245,000. The transaction resulted in an economic gain of
$128,919 and $167,918 reduction in future debt service payments.

Special Assessment Debt Requirement fo Maturity

Special assessment bond debt service requirements to maturity are as follows:

Years

2012
2013
2014
2015
2016
2017-2021
2022-2026

Total

GOVERNMENTAL ACTIMITIES

Principal Interest
8,680,000 1,983,270
8,685,000 1,752,329
8,010,000 1,509,364
7,590,000 1,275,348
8,175,000 1,062,161

20,320,000 292261
5,685,000 395,425
$ 66,155,000 $ 10,800,508
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Long-term liability activity for the year ended December 31, 2011, was as follows:

GOVERNMENTAL ACTIVITIES:
Special revenue bonds

Less unamortized discount
Special assessment bonds

Plus unamortized premium
Compensated absences
Claims and judgments

TOTAL

BUSINESS-TYPE ACTIVITIES:
Capital leases
Compensated absences
Claims and judgments
Closure and postciosure costs
W ater revenue bonds

Less unamortized discount
Water Treatment
W astew ater revenue bonds

TOTAL

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

$ 2850000 % - 8 910,000 $ 1,940,000 § 950,000
(12,260) - (5,360) (6,900} -
654,845,000 11,605,000 10,285,000 66,155,000 8,690,000
109,400 186,740 (42,700) 263,440 -
2,315,080 1,737,180 1,779,022 2,273,247 1,679,269
267,859 2,867,385 2,882,028 253,216 253,216

$ 70,375,079 16,506,318 $ 15,817,890 % 70,878,003 § 11,572,485
$ 6,484 18,8156 % 6,484 $ 18,815 & 5,888
578,235 606,200 475,746 708,689 458,930
68,6573 1,003,658 892 864 79,367 79,367
1,221,118 161,850 - 1,382,966 -
7,860,000 - 580.000 7,286,006 605,000
{67.146) - (6,551) (60,595} -
5,662,187 690,057 630,000 5,722,244 650,000
17,615,000 - 810,000 16,805,000 835,000

$ 320844449 $ 2,480,580 $ 3,488,543 § 31936486 § 2,634,185

H. INDUSTRIAL REVENUE BONDS

From time to time, the City has approved issuance of Industrial Revenue Bonds to provide financial
assistance to private-sector entities for the acquisition and construction of industrial and commercial facilities
deemed to be in the public interest The bonds are secured by the financed property and are payable solely
from payments received on the underlying mortgage ioans. Ownership of the acquired facilities will transfer
to the private-sector entity upon repayment of the bonds. Neither the City, state, nor any political subdivision
thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are not reported as
fiabilities in the accompanying financial statements., As of December 31, 2011, there were 3 series of
Industrial Revenue Bonds outstanding; the aggregate principal amount payable is unknown. Neither the
State of North Dakota nor the City of Bismarck has a central repository. The only requirement for this type of
issue is to request the amount needed for City approval. This amount is most often in excess of the actual
amount issued. When completely paid or called, they must notify the City of this event.

I. RESTRICTED ASSETS

The balances of the restricted asset accounts on December 31, 2011 are as follows:

GOVERNMENTAL

Restricted Investments

Sidewalk Construction Certificate of Deposiis

Total CGovernmental Restricted Assets

BUSINESS-TYPE

Restricted Cash and Cash Equivalents

Civic Center Customer Deposits
Parking Authority Customer Depuosits
Restricted Investments
Burieigh County Water Users
Restricted Revenue Bond Covenent Accounts
Water Revenue Bond Covenent Accounts

VWastewater Revenue Bond Covenent Accounts

Total Business-Type Resfricted Assets
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1,303,780

567,325
14,876

4,315,311

3,124,313
3,867,007
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V. OTHER INFORMATION

A. RISK MANAGEMENT

The Gity pays an annual premium to the North Dakota Insurance Reserve Fund (NDIRF) for its general
insurance, personal injury insurance, and auto insurance. The coverage by NDIRF is limited to losses of
$2,000,000 per occurrence for general liability and $2,000,000 per occurrence for errors and omissions. The
City has purchased a separate airport liability policy that is primary coverage at the airport. There is a
deductible of $1,000 per claim

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; and natural disasters. The City has established a general liability self-insurance fund.
The fund is structured so that only expenses under $2,500 relating to covered liabilities of the City are
charged against it. The Fund eams interest and is subject to periodic funding from property taxation as
deemed necessary by the Board of City Commissioners. The self-insurance fund does not provide collision
or comprehensive automotive coverage for the City.

N.D.C.C. Chapter 32-12.1 provides that for actions in tort, the City has a liability limitation of $250,000 per
claim with a $500,000 aggregate limit per event. At December 31, 2011 management estimates claims
incurred prior to NDIRF but not paid of $12,348. This amount has been recorded as a liability.

CURRENT-YEAR

BEGINNING CLAIMS AND BALANCE AT
FISCAL YEAR CHANGES IN CLAIM FISCAL
LIABILITY ESTIMATES PAYMENTS YEAR-END
2011 % 15.885 § (110) % 3,437 B 12,348
2010 % 239 % 16,214 % 3,558 % 15,885
2008 3 5,200 % 1.412 & 6373 8§ 238

There have been no significant reductions in insurance coverage from the prior year and settled claims
resulting from these risks have not exceeded insurance coverage in any of the past three fiscal years.

Emplovee Insurance

The City has established a medical self-insurance fund. The purpose of this fund is to pay medical claims for
the City of Bismarck and Parks and Recreation employees and their covered dependents and to minimize
the fotal cost of annual medical insurance premiums paid by the City of Bismarck. Medical claims exceeding
$50,000 per individual per year is covered through Blue Cross and Blue Shield of North Dakota. The Plan
has paid an excess of stop loss coverage of $708,297 for 2011. Settled claims have not exceeded this
commercial coverage in any of the past three fiscal years

An incurred but not reported (IBNR) liability is estimated by the third party administrator and is recorded in
the financial statements. The estimated IBNR amount is $320,235 as of December 31, 2011. A summary of
the claim reserve liabilities and related claim paymentis is shown below:

CURRENT-YEAR

BEGINNING CLAIMS AND BALANCE AT
FISCAL YEAR CHANGES IN CLAIM FISCAL
LIABILITY ESTIMATES PAYMENTS YEAR-END
2011 % 320537 § 3,971,153 § 3971485 % 320,235
2010 § 346,657 % 3,621,538 § 3647658 % 320,537
2009 $ 313,279 % 3,539,433 § 3,506,055 % 348,657
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State Fire and Tornado and Bonding Fund

The City participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund. The City pays
an annual premium for the Fire and Tornade Fund to cover damage to buildings and contents. Replacement
cost is estimated in consuitation with the Fire and Tornado Fund fo provide replacement cost coverage. The
Fire and Tomado Fund is reinsured by a third parly insurance carrier for losses in excess of one million
doliars per occurrence during a twelve-month period. The State Bonding Fund currently provides the City
with blanket fidelity bond coverage in the amount of $5,000,000 for its employees. The State Bonding Fund
does not currently charge any premium for this coverage.

Worker's Compensation

The City participates in the North Dakota Workforce Safety and insurance Bureau. The Bureau is a state
insurance fund and a "no fault" insurance system covering the employees and is financed by premiums
assessed to employers for businesses throughout the State. The premiums are available for the payment of
claims to employees injured in the course of employment

B. Closure and Post Closure Care Costs

State and federal laws and regulations require the City to place a final cover on its Bismarck Municipal Solid
Waste Facility when it stops accepting waste and to perform cerfain maintenance and monitoring functions at
the site for thirty years after closure. Although closure and post closure care costs will be paid only near or
after the date that the landfill stops accepting waste, the City reports a portion of these closure and post
closure care costs as an operating expense in each period based on landfill capacity used as of each
balance sheet date. The $1,382,966 reported as landfill closure and post closure care liability at December
31, 2011, represents the cumulative amount reported to date based on the use of 90.5 percent of the
estimated capacity of the landfill. The City will recognize the remaining estimated cost of closure and post
closure care of $138,604 as the remaining estimated capacity is filled. These amounts are based on what it
would cost to perform all closure and post closure care in 2011. The City expects to close the existing landfill
cell in 2018. Actual costs may be higher due to infiation, changes in technology, or changes in reguiations

The City is required by state and federal laws and regulations to determine the method they would choose to
finance the closure and post closure costs. We are required to run an annual financial test as specified in
the N.D.C.C. 33-20-14-07 to insure compliance. The City expects that future infiation costs will be paid from
operating revenue. However, if the funds are inadequate or additional post closure requirements are
determined (due to changes in technology or applicable laws or regulations) these costs may need to be
covered by the sale of general obligation bonds and from future tax revenue.

C. Cost Sharing Arrangement

Combined Communications Center/Emergency Management

The City of Bismarck owns and operates a Combined Communications Center & Emergency Management
Department under a joint powers agreement with Burleigh County. The Combined Communications Center
is administered by a board, which is comprised of six members. It includes three members from the City (a
commissioner, the Chief of Police, and the Chief of Fire and Inspections), three members for the County (a
commissioner, County Sheriff, and a rural fire district representative), and one representative from a local
ambulance service that is appointed by a majority of the members of the board. The City Emergency
Management reports to the City Chief of Fire and Inspections.

In 2011, the City provided 65% and the County provided 35% of the funding for the Combined
Communications Center & Emergency Management Operations excluding easements which the County
funded at 100%. The City and County approve the annual budget for the Combined Communications Center
& Fmergency Management Department The employees of the Center are the employees of the City. The
Combined Communications Center & Emergency Management Department is a part of the General Fund.
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Assels: Total

Property and equipment $ 330,815
Less value of accumulated depreciation {226,743)
Net assels 5 104,072
Total operating expenditures - 2011 $1,571,548

There is no debt outstanding for the Combined Communications Center & Emergency Management
Department. The total value of the assets is carried in the Governmental Activities column of the Statement
of Net Assets. Depreciation is recorded in the Statement of Activities

D. Employee Retirement Systems

The City of Bismarck contributes to three separate pension plans that cover substantially ali full-time
employees. They include the Gity of Bismarck Employees’ Pension, the Bismarck Police Pension and the
Bismarck Firefighter's Relief Association. All of these plans are defined benefit pension. Separate, audited
GAAP-basis pension plan reports are not available. The Firefighter's Relief Association is a separate legal
entity and is not administered by the City. This plan has not been included in the reporting entity and
therefore is not shown in the accompanying financial statements. The City and Police plans are included in
the City's financial reports as Pension Trust Funds. Administrative costs are funded through earnings of the
plans.

Summary of Significant Accounting Policies

Basis of Accounting - The City's financial statements are prepared using the accrual basis of accounting.
Employer and plan member contributions are recognized in the period in which the contributions are due.
Benefits and refunds are recognized when due and payable in accordance with the terms of each plan.

Method Used fo Value Investments - Investments are reported at fair vaiue.

City of Bismarck Employee's Pension

Plan Description - The City plan is a cost sharing muitiple employer public employee retirement system.
Membership in the plan on December 31, 2011 is as follows:

Retirees and beneficiaries receiving benefits 139
Terminated employees - vesied 39
Active employees:
Vested 270
Non-vested 123
Number of pariicipating employers: 2

Benefit provisions, amendments, and all requirements are established by city ordinance. Employees may be
eligible for early or normal retirement, as well as death benefits. Normal retirement age for full benefits is
age 62. Employees who retire at or after age 62 with 5 years of credited service are entitied to an annual
retirement benefit, payable monthly for life, in an amount equal to one and three-guarters percent of the
average of the member's highest 36 months base salary for each fuil and fractional year of contributing
service before January 2005 and two and one-guarter percent for contributing service on or after January
2005. Married participants receive a joint and two-thirds to survivor annuity while single participants receive
a life only annuity. There are no provisions or policies with respect to automatic and post-retirement benefit
increases. Employees with 5 years of credited service may retire at an earlier age and receive a actuarially
reduced retirement benefit. Benefit provisions are established under the authority of the City Commission.
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If an employee leaves employment, the employee’s confributions plus interest earnings at 5% per annum are
refunded to the employee.

Pension benefits available under this plan are funded in part from the accumulation of the employees’
contribution.  Prior to January 2005, employees directed the investment of their contribution utilizing a
contracted City investment manager and were eligible to receive a distribution of the interest eamed on the
contributions in excess of five percent upon retirement. Effective January 1, 2005, all empioyee contributions
are invested with the City pension funds and individual self-directed accounts were discontinued. Interest
earned in excess of five percent for the individual employee accounts as of December 31, 2004 has heen
transferred to an Employee Excess Retirement Fund and the excess funds in the individual employee
accounts continue to be self-directed.

Contributions - Participating employees contribute to the plan at a rate of 5% of salary and the employers
contribute at a rate determined by the City Commission.

Reserves - The fund balance at December 31, 2011 is $58,108,805 and the entire amount is reserved for
employee pension benefits.

City of Bismarck Police Pension Plan

Plan Description - The Police plan is a single employer public employee retirement system.
Membership in the plan on December 31, 2011 is as follows:

Retirees and beneficiaries receiving benefits 56
Terminated employees - vested 12
Active employees:
Vesied 86
Non-vested 33
Number of participating employers: 1

Benefit provisions, amendments, and all requirements are established by city ordinance. Employees who
retire at or after age 55 with 5 years of credited service are entitled to an annual retirement benefit, payable
monthly for life, in an amount equal to two and one-half percent of their final average salary, for each full and
fractional year of contributing service. Final average salary is the employees’ average salary, excluding
overtime and longevity pay, of the highest 36-month period of credited service. Married participants receive
a joint and two-thirds to survivor annuity while single participants receive a life only annuity. There are no
provisions or policies with respect to automatic and ad hoc post-retirement benefit increases. Employees
with 5 years of credited service may retire at an earlier age and receive an actuarially reduced retirement
benefit Benefit provision is established under the authority of the City Commission.

Any employee who leaves shall be entitied to a refund of all contributions made by them plus interest
earnings at 5% per annum.

Pension benefits available under this plan are funded in part from the accumulation of the employees’
contribution.  Prior to January 2005, employees directed the investment of their contribution utilizing a
contracted City investment manager and were eligible to receive a distribution of the interest earned on the
contributions in excess of five percent upon retirement.  Effective January 1, 2005, all employee contributions
are invested with the City pension funds and individual self-directed accounts were discontinued. Interest
earned in excess of five percent for the individual employee accounts as of December 31, 2004 has been
transferred to an Employee Excess Retirement Fund and the excess funds in the individual employee
accounts continue o be self-directed.

Contributions - Participating employees contribute to the plan at a rate of 8.4% of salary and the employers
contribute at a rate set by the City Commission.
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Reserves - The fund balance at December 31, 2011 is $26,059,127 and the entire amount is reserved for
employee pension benefits.

Bismarck Firefinhter's Relief Association Plan

Plan Description - The Fire plan is a single employer public employee refirement system governed by
Section 18-11 of the North Dakota State Century Code. The Association is organized, operated, and
maintained in accordance with its own articles of incorporation and by-laws. Al full-time firefighters are
eligible members.

Mermbership in the plan on December 31, 2011 is as follows:

Retirees, beneficiaries and disabled receiving benefits 49
Terminated employees - vested 4
Active employees.
Vested 37
Non-vested 37

Employees who retire at or after age 55 with 10 years of credited services or age plus credited service equal
to 80 and at least 50 years of age are entitled to an annual retirement benefit This is payable as a monthly
annuity for the life of the member with the first 144 monthly payments guaranteed. Other optional forms of
payment are also available. The benefit is based on 2% for the first fifteen years of service and 3% for each
additional year times the average final compensation (AFC). The AFC for credited service through
12/31/2005 is the average rate of salary for a first class firefighter paid over the 36 months prior to
termination. The AFC for credited service beginning 1/1/2006 Is the greater of the average monthly salary or
average rate of salary for a first class firefighter paid over the 36 months prior fo termination The maximum
benefit is 90% of AFC. Employees with 10 years of credited service may retire at age 50 at a reduced rate of
6% per year for each year prior to the normal retirement date. A cost-of-living adjustment {COLA)upto 2%
is made each January 1% effective at age 62. The plan also provides for death and disability benefits.

Benefit provisions and changes to benefit formulas are established under the authority of the plan’s Board of
Directors.

An employee who leaves is eligible to receive a lJump sum payment of 100% of employee contribution
without interest.

Contributions - Participating employees contribute to the plan at a rate of 7% of the First Class Firefighler's
salary, as set annually by the Board of Directors. In addition, 50% of the amount received from the State for
the assessed revenue from the 1.125% of the premiums assessed to insurance companies for fire and multi-
peril insurance on property within the City is contributed to the plan. The employer contributes at a rate set
by the City Commission.

Complete financial and pension information on the Bismarck Firefighter's Relief Association can be obtained
by contacting:

Firefighter's Relief Association

PO Box 5503
Bismarck, North Dakota 58506-5503.
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City of Bismarck Employee's Pension

Schedule of Employer Contributions

Annual
Required Employer Percent

Year Contribution Contribution Funded

2011 $ 1,504,777 $ 2,076,309 109.0%

2010 1,958,682 1,862,088 95 1%

2009 2,010,653 2,649,355 131 8%

2008 1,080,182 2,542,708 233 2%

2007 1,068,130 2,182,902 204 4%

2008 1,233,248 2,147,360 174 0%

2005 1,414,021 2,113,743 149 5%

2004 1,267,143 1,678,601 132 5%

2003 1,531,586 906,670 58 2%

2002 746,951 449,857 60.2%

The information for 2012 is not available at this time.
Schedule of Funding Progress (In Thousands of Dollars)
Unfunded UAAL
Actuarial (Funded excess)
Actuarial Accrued asa
Actuarial  Actuarial Accried Liability Annual Percentage
Valyation  Value of Liability {UAAL) Funded Covered of Annual

Date Plan Assels {AAL) (Funded Excess) Ratio Payroll Covered Payroll
2002 28,325 32,465 4,140 B87.2% 11,807 351%
2003 34,647 39,088 4,441 88.6% 12,442 35.7%
2004 37,922 42,856 4,934 88.5% 12,765 38.7%
2005 42,836 48,871 6,035 87.7% 13,107 46.0%
2006 49,154 50,826 1,672 96.7% 13,893 12 0%
2007 54,225 55,308 1,083 98.0% 14,902 7.3%
2008 43,680 59,315 15,625 73.7% 15,933 98.1%
2008 50,884 64,117 13,233 79.4% 17,135 77.2%
2010 57,155 £B,666 11,51 83.2% 17,409 66.1%
2011 59,104 72,183 13,079 B1.2% 16,863 77 6%
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Citv of Bismarck Police Pension

Schedule of Employer Contributions

Annual

Required Employer Percent
Year Contribution Contribution Funded
2011 % 766,889 % 745,351 94 8%
2010 807,055 689,422 85 4%
2009 818,853 835,823 102.1%
2008 413,396 835,054 202.0%
2007 422,992 789,331 186 6%
2006 471,750 769,252 163.1%
2005 598,835 732,436 122 3%
2004 473,610 700,906 148.0%
2003 660,286 354,296 53.7%
2002 317,893 221,346 69.6%

The information for 2012 is not available at this time. The Annual Required Contribution includes a mid-year
interest calculation.

Schedule of Funding Progress (In Thousands of Dollars)

Unfunded UAAL
Actuarial (Funded excess)
Actuarial Accrued as a
Actuarial  Actuarial Accrued Liability Annual Percentage
Valuation  Vajue of Liability {UAAL) Funded Covered of Annual
Date Plan Assels {AAL) (Funded Excess) _Ratio Payroll Covered Payroll
2002 13,389 14,518 1,129 92.2% 3,784 29.8%
2003 16,407 17,701 1,294 92.7% 3,873 33.4%
2004 18,186 21,812 3,626 83 4% 4,150 87.4%
2005 20,447 24,198 3,751 84 .5% 4,302 87.2%
20086 23,589 25,858 2,269 91.2% 4,361 52 0%
2007 25,907 28,120 2,213 92.1% 4,384 50.5%
2008 20,207 30,132 9,925 67.1% 4,766 208.2%
2009 23,090 32,314 9,224 715% 5,072 181.9%
2010 25,738 34,168 8,431 75.3% 5,600 150.6%
2011 26,059 35,799 9,740 72.8% 5,308 183.6%
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Schedule of Net Pension Obligation (In Thousands of Dollars)

Annual
Required
Year Contribution Interest ARC Amortization  Pension Amount Change NPO
Ended (ARC) on NPO  Adjusiment Factor Cost Contributed  in NPO Balance

2002 308,499 5474 5,318 13.73 306,657 221,346 85,311 158,303
2003 636,420 11,873 11,913 13.28 636,380 354,296 282,084 440,387
2004 456,402 33,029 34,339 12.82 455 182 700,906 (245,724) 194,663
2005 577,190 14,600 15,773 12.34 576,017 732,436 (156,419) 38,244
2006 454,659 2,868 3,231 11.84 454,336 769,252 (314,918)  (276,672)
2007 407,703 20,750 24,462 11.31 411,415 788,331 (377,916)  (654,588)
2008 398,454 43,094 60,830 10.76 410,190 835,064 {424,864) (1,079,452)
2009 789,352 (80,959} 62,520 17.27 770,913 835,823 (64,910) (1,144,362)
2010 777,884 85,827 67,409 16.98 759,446 689,422 (70,044) (1,074,318)
2011 758,457 (80,574) 64,429 16.67 742,312 745,351 (3,039) (1,077,357)

The information for 2012 is not available af this time.

City of Bismarck Firefighter's Relief Association

Schedule of Employer Contributions

Year
2011
2010
2009
2008
2007
2006
2006
2004
2003
2002

Annual

Required Employer Percent

Confribution Confribution Funded
$ 597,607 $ 462,693 78%
536,674 366,437 68%
522,292 522,292 100%
468,201 468,201 100%
442 696 442 696 100%
426,491 426,491 100%
425,581 425,581 100%
285,326 310,072 108%
401,393 398,385 99%
293,561 384,617 132%

The information for 2012 is not available at this time.
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Schedule of Funding Progress (In Thousands of Doliars)

Unfunded UAAL
Actuarial {Funded excess)
Actuarial Accrued asa
Actuarial Actuarial Accrued Liability Annual Percentiage
Valuation Value of Liability {UAAL) Funded Covered of Annual
Date Plan Assels (AAL) (Funded Excess) Ratio Payroll Covered Payroll
2002 15,705 16,882 1,177 93 0% 2,555 46.1%
2003 17,010 16,853 (157) 100.9% 2,692 -5 8%
2004 17,521 17,801 280 98.4% 2,690 10.4%
2005 18,158 19,597 1,439 92.7% 2,914 49.4%
2006 19,258 20,544 1,286 83.7% 3,055 42 1%
2007 203,688 21,724 1,038 95.2% 3,198 32.5%
2008 21,1486 23,104 1,958 91 5% 3,744 52.3%
2009 21,444 24,572 3,128 87 3% 4,373 71.6%
2010 21,779 25,485 3,676 85 6% 4,271 86.1%
2011 21,628 26,624 4,996 81.2% 4 453 112 2%

The information needed to complete the Schedule of Net Pension Obligation is not available from the
Firefighter's Relief Association, a separate legal entity which has responsibility for the plan.

Actuarial Methods and Assumption

City Plan Police Plan Fire Plan
Valuation date 1/1/2012 11/2012 1/1/2012
Actuarial cost method Entry Age Entry Age Entry Age
Normal Normal Normal
Amortization method Level % of Level % of Level % of
payroll over payroll over payroll over
remaining remaining period not
amortization amortization io exceed
period-closed period-closed 30 years
Remaining amortization period infinite 85 Infinite
Asset Valuation Method Market Market 5 year
Smoothed
Valuation Method - Actuarial assumptions:
infiation rate 3.00% 3.00% 3.50%
Investment rate of return 7.50% 7.50% 7.50%
Projected salary increases 4.50%
0-9 years of service 5.00% 5.00%
10 + years of senvice 4.00% 4.00%
Post retirement cost of living adjustments None None at age 62 CPI
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Separate GAAP financial reports have not been issued for the individual City and Police Pension plans;
therefore, the financial statements for those plans are presented here:

PENSION TRUST FUNDS
COMBINING STATEMENT OF NET ASSETS

Deferred Employee

Sick Excess City Police
Leave Retirement Pension Pension Total
ASSETS
Receivables:
Taxes $ - % - 3 17477 % 11479 § 28,956
Accounts - - 39,033 19,469 58,502
Accrued interest and dividends 1,386 - 466,621 182,337 650,344
Investments, at fair value:
Domestic equities 175,869 - 18,738,625 9,141,823 28,057 317
International equities 85,547 - 6,875,685 3,254,726 10,215,958
Pomestic fixed income 570414 - 13,143,971 4,760,071 18,474,456
International fixed income - - 5,482,508 2,255 168 7,737 676
Real estate - - 12,638,157 4,783,742 17,421,899
Private Equity - - 649,936 870,620 1,320,556
Mutual funds - 820,574 - - 920,574
Certificate of deposiis 5878 - 236,008 150,320 395,306
Invested cash 89,419 - 911,240 872,374 1,783,033
Invested securities lending collateral - . - - -
Total assels 848,613 920,574 59,203,261 26,102,129 87,074,577
LIABILITIES
Accounts payable 1,365 - 81,563 34,533 117,451
Deferred revenue - - 12,883 8,469 21,362
Total liabilities 1,365 - 94,456 43,002 138,813
NET ASSETS
Assets held in trust for pension
and ather employee benefits 847,258 820,574 59,108,805 26,069,127 86,935,764
Total net assets held in trust $ 847258 $ 920574 § 50,108,805 $ 26059127 $ 86,935764
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ADDITIONS

Confributions:
Employer
Employee

Total contributions

Investrnent income:
Net increase (decrease) in
fair value of investments

Interest and dividends

fess: investment expense

Net investment income

Security lending activity:
Securities lending income
Net securities lending income
Total additions

DEDUCTIONS
Benefits paid to participants
Refunds
Administration
Total deductions

Change in net assets
Net assets - beginning

Net assets - ending

PENSION TRUST FUNDS
COMBINING STATEMENT OF CHANGES IN NET ASSETS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

Deferred Employes
Sick Excess City Police

Leave Retirement Pension Pension Total
3 - % - % 2081483 § 745351 § 2826834
- - 027,338 551,608 1,488,046
- - 3,008,821 1,306,959 4315780
5405 {32,295) (208,935) {197,331) {433,156)
33,249 - 1,660,598 680,331 2374178
38,654 (32,285) 1,451,663 483,000 1,041,022
(3,007) - (236,264) (106,345) (345,616)
35,647 (32,295) 1,215,388 376,855 1,585,406
80 - 3,585 1,664 5,329
80 - 3,585 1,664 5,329
38,727 (32,295) 4,227,805 1,685,278 5,916,515
74,846 - 2,120,313 1,278,069 3,471,228
- 164,242 108,302 63,302 335,846
- - 45,094 25,205 70,299
74,846 164,242 2,273,708 1,364,576 3,877,373
{38,119 (196,537) 1,854,005 320,702 2,038,142
886,377 1,117,111 57,154,709 25,738425 84,896,622

$ 847258 $ 920574 § 58,108,805

$ 26,068,127 § 86,935,764
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CITY OF BISMARCK, NORTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

E. issued But Non-Effective Pronouncements

GASB Statement No. 57, “OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans,”
was issued in December 2009. This statement relates to the aiternative measurement method, frequency
and timing of measurements by employers that participate in agent muitiple-employer other postempioyment
benefit (OPEB) plans Statement No. 45 is amended to allow an agent employer with fewer than 100 plan
members to use the alternative measurement method. 1t also amends Statement No 43 which required an
actuarial valuation. This statement allows an agent multiple-employer OPEB pian to report an aggregation of
resulis of actuarial valuations and clarifies timing and frequency of reporting requirements. This change will
result in a reduction of the cost of compliance while achieving a reliable measurement of reporting
information. The provisions of this statement are effective for periods beginning after June 15, 2011

GASB Statement No. 60, “Accounting and Financial Reporting for Service Concession Arrangements” was
issued in November 2010, This Statement addresses issues regarding service concession arrangements
(SCAs), whether they are public-private or public-public relationships. SCA is an agreement between a
transferor (government) and an operator {governmentai or nongovernmental) to provide (1) services through
the use of infrastructure or public asset (a facility) in exchange for considerable consideration and (2) is
compensated by fees from third parties. This Statement provides guidance for recognizing and reporting
financial information as well as disclosures about an SCA including a general description of the agreement
and information regarding the associated assets, fiabilities, and deferred inflows, and any rights, guarantees
and commitments. The provisions of this statement are effective for periods beginning after December 15,
2011

GASB Statement No. 61, "The Financial Reporting Entity: Omnibus-an amendment of GASB Statementis
No. 14 and No. 34" was issued in November 2010 This Statement improves the financial reporting by
addressing the reporting issues resulting from these statements. This Staterment modifies certain
requirements for the inclusion of component units and amends the criteria for reporting component units as if
they were part of the primary govemment. This Statement also clarifies the reporting of equity interests in
legally separate organizations by reporting its equity interest in ta componen{ unit as an asset.  The
provisions of this statement are effective for periods beginning after June 15, 2012

GASB Statement No. 62, "Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements” was issued in December 2010 This Statement
incorporates into the GASB’s authoritative literature certain accounting and financial reporting guidance that
was included in the pronouncements issued on or before November 30, 1989 by FASB, Accounting
Principles Board Opinions, and the AICPA Committee on Accounting Procedures that does not conflict with
the GASB pronouncements. This Statement will provide generally accepted accounting principles from a
single source. The provisions of this statement are effective for periods beginning after December 15, 2011

GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position” was issued in June 2011. This Statement provides financial reporting
guidance for deferred outflows of resources and deferred inflows of resources. Concepts Siatement No. 4,
Elements of Financial Statements, introduced and defined those elements as a consumption of net assets by
the government that is applicable to a future reporting period, and an acquisition of net assets by the
government that is applicable to a future reporting period, respectively. Concepts Statement 4 also identifies
net position as the residual of all other elements presented in a statement of financial position. This
Statement amends the net asset reporting requirements in Statement No. 34, Basic Financial Statements—
and Management's Discussion and Analysis—for State and Local Governments, and other pronouncements
by incorporating deferred outflows of resources and deferred inflows of resources into the definitions of the
required components of the residual measure and by renaming that measure as net position, rather than net
assets. The provisions of this Statement are effective for financial statements for pericds beginning after
December 15, 2011
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CITY OF BISMARCK, NORTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

GASB Statement No. 64, “Derivative Instruments. Application of Hedge Accounting Termination
Provisions—an amendment of GASB Statement No. 53" was issued in June 2011. Some governments
have entered into interest rate swap agreements and commodity swap agreements in which a swap
counterparty, or the swap counterparty's credit support provider, commits or experiences either an act of
default or a termination event as both are described in the swap agreement. Many of those governments
have replaced their swap counterparty, or swap counterparty's credit support providers, either by amending
existing swap agreements or by entering into new swap agreements. When these swap agreements have
been reported as hedging instruments, questions have arisen regarding the application of the termination of
hedge accounting provisions in Statement No. 53, Accounting and Financial Reporiing for Derivative
Instruments. Those provisions require a government to cease hedge accounting upon the termination of the
hedging derivative instrument, resulting in the immediate recognition of the deferred outflows of resources or
deferred inflows of resources as a component of investment income The provisions of this Statement are
effective for financial statements for periods beginning after June 15, 2011

GASB Statement No. 65, “Items Previously Reported as Assels and Liabifities” was issued in April 2012.
This statement clarifies the appropriate reporting of deferred outflows of resources and deferred inflows of
resources to ensure consistency in financial reporting. GASB Concepts Statement No. 4, Elements of
Financial Statements, specifies that recognition of deferred outflows and deferred inflows should be limited to
those instances specifically identified in authoritative GASB pronouncements. Consequently, guidance was
needed to determine which balances being reported as assets and fiabilities should actually be reported as
deferred outflows of resources or deferred inflows of resources, according to the definitions in Concepts
Staternent 4 Based on those definitions, Statement 65 reclassifies certain items currently being reported as
assets and liabilities as deferred outflows of resources and deferred inflows of resources. In addition, this
Statement recognizes certain items currently being reported as assets and liabilities as outflows and inflows
of resources. The provisions of this Statement are effective for periods beginning after December 15, 2012

GASB Statement No. 66, “Technical Corrections—2012" was issued in April 2012. This statement enhances
the usefuiness of financial reports by resolving conflicting accounting and financial reporting guidance that
could diminish the consistency of financial reporting. Statement 66 amends Statement No. 10, Accounting
and Financial Reporting for Risk Financing and Related Insurance Issues, by removing the provision that
fimits fund-based reporting of a state and local government's risk financing activities to the general fund and
the internal service fund type. This Statement also amends Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, by
modifying the specific guidance on accounting for (1) operating lease payments that vary from a straight-line
basis, (2) the difference between the initial investment (purchase price) and the principal amount of a
purchased loan or group of loans, and (3) servicing fees related to mortgage loans that are sold when the
stated service fee rate differs significantly from a current (normal) servicing fee rate. These changes would
eliminate any uncertainty regarding the application of Statement No. 13, Accounting for Operating Leases
with Scheduled Rent Increases, and result in guidance that is consistent with the requirements in Statement
No. 48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assels and
Future Revenues, respectively. The provisions of this Statement are effective for periods beginning after
December 15, 2012.

Contingent Litigation

Haugland v. The City of Bismarck

Curley Haugland, a Bismarck resident, sued the City seeking injunctive, declaratory and mandamus relief in
a matter regarding the use of tax increment financing. Mr. Haugland has alleged that the City's tax
increment financing district and method are not authorized by law and in any case are unconstitutional The
suit was filed in April 2010 and the City answered. In January 2011, the District Court granted summary
judgment in favor of the City of Bismarck In March of 2011, Haugland appealed the District Court's decision
to the North Dakota Supreme Court. The North Dakota Supreme Court heard oral arguments in November
of 2011 and a decision is expected in the late spring early or summer of 2012. Based upon the known facts
of the case, it is unlikely that the City or its employees have any monetary liability. if the Supreme Court was
to find against the City, the City's tax increment fund could be at risk to the extent that the City would have to
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CITY OF BISMARCK, NORTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

split it out with the other political subdivisions sharing in the property tax levy. The defense of this case is
being provided by NDIRF {(Randy Bakke).

F. Subsequent Events
Pension Funds

In January 2012, the City Commission authorized Callan Associates Inc. to prepare an assel/liability study
for the City Employee and Police pension plans. The last study was completed in 2006. in the review of the
draft January 1, 2012 valuations reports, the actuary noted that the last experience study for the pensions
was complefed in September of 2005. The City Commission authorized our actuary, Gallagher Benefit
Services, Inc. to prepare an experience study and then update the valuation reports for both pension plans.

G. Reclassification

During the current year, the pricing policy of the Civic Center Fund was modified to establish fees and
charges designed to recover its costs. Therefore, the fund was reclassified from a governmental fund to an
enterprise fund.

The Northern Plains Commerce Center was reclassified to an enterprise fund due to the change in funding

policy. The management of operations was privatized and funding has been changed to lease income to
recover ali of its cost.
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CITY OF BISMARCK, NORTH DAKOTA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 341, 2011

Special Revente Debt Service Capital Projects
Totals Totals Totals Totals
ASSETS
Cash and cash equivalents 5 4,705,283 $ - $ 5,130,893 $ 9,836,186
investments 5,429,859 1,896,112 21.613,539 28,839,610
Receivables:
Taxes receivable 66,973 - 24,705 91,678
Accounts receivable 1,146,236 - 3,327,963 4,474,199
Special assessments - 5,625,400 26,690 5,652,080
Notes receivable 207,712 - 235,866 443,578
Due from other funds - 535,451 1,873,791 2,608,242
Advarnces io other funds 1,780,000 119,879 600,000 2,499,879
Resiricted assets:
investments - - 1,303,780 1,303,780
Total assets $ 13,336,173 $ 8,176,842 $ 34,237,227 $ 55,750,242
UIABILITIES
Accounts payable $ 451,875 3 - % 557,705 % 1,008,580
Retainage payable - - 198,273 198,273
Due to other funds - - 4,150,687 4,159,687
Salaries payable 180,603 - - 180,603
Deferred revenue 49, 396 5,101,742 265,877 5,417,115
Customer deposits - - 1,303,780 1,303,780
Total liabilities 681,874 5,101,742 6,485,422 12,269,038
FUND BALANCES
Nonspendable 1,987,712 119,878 600,000 2,707,501
Restricted 331,504 2,658,974 10,727,915 13,718,393
Committed 10,335,083 296,247 20,850,278 34,481,608
Unassigned - - (4,426,388) {4,426,388)
Total fund balances 12,654,299 3,075,100 27,751,805 43,481,204

Total liabilities and fund balances _3 13,336,173 $ 8176842 3 34,237,227 $ 55750242
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CITY OF BISMARCK, NORTH DAKOTA
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Special Revenue Debt Service Capital Projects
Totals Totals Totals Totals
REVENUES
Taxes $ 6,768,452 % - % 1,648,146 % 8,316,598
Special assessmenis - 1,322,862 277,553 1,600,615
Intergovernmental 8,783,419 - 6,697,205 15,480,624
Charges for services 2,324,826 - 370,115 2,695,041
Fines and forfeits 80,780 - - 80,780
investment income 59,519 9,413 539,635 608,567
Rentals 605,063 - - 605,053
Miscellaneous 260,011 - 49,364 308,375
Total revenues 18,882,160 1,332,375 8,482,018 29,696,553
EXPENDITURES
Current
General government 4,476,678 - - 4,476,678
Public safety 45,749 - - 46,749
Highways and streets 5,964,713 - - 5,864,713
Culture and recreation 1,658,594 - - 1,659,594
Public works - - 1,095,311 1,095,311
Capital outlays
General government 2,289,679 - - 2,289,679
Highways and streets 124,386 - - 124,386
Culiure and recreation 387,857 - - 387,857
Public works - - 13,776,564 13,776,564
Debt service
Principal - 1,895,574 - 1,895,574
Interest and fiscal charges 621 330,620 20,076 351,317
Total expenditures 14,950,277 2,226,194 14,891,851 32,088,422
Excess (deficiency) of revenues
over (under) expenditures 3,931,883 (893,819) {5,409,933) (2,371,869)
OTHER FINANCING SOURCES (USES)
Transfer in 1,861,229 1,098,857 9 456,037 12,406,123
Transfer out (4,742,614) {58,410) {4,226,434) {9,027,458)
Refunding bonds issued - 28,002 - 28,002
Premium on special assessment debt - (181) 14,770 14,589
Discount on special assessment debt - - (2,350) (9,350}
Payment to refunded bond escrow agent - (32,277) - {32,277)
Special assessment bonds issued - - 1,815,957 1,815,957
Total other financing sources (uses) (2,891,385) 1,035,991 7,050,980 5,195,586
Net changes in fund balances 1,040,498 142,172 1,641,047 2,823,717
Fund balances - beginning 11,613,801 2,932,028 26,110,758 40,657 487
Fund balances - ending $ 12,694,299 3 3075100 % 27,751,805 _$43481.204
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
ARENA/EXHIBIT OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgefed Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ 458,053 $ 458,053 $ 1,907,363 $ 1,448,310
Amount available for appropriation 458,053 458,053 1,807,363 1,449,310
Charges to appropriations (outflows)

Transfer out 2,208,135 2,208,135 1,907,363 288,772
Total charges to appropriations 2,206,135 2,206,136 1,807,363 208,772
Budgetary Fund Balance, December 31 $(1,748,082) $ {1,748,082) $ - 5 1,748,082
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
E/H TRANSIT
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with
Budgeted Amounts Actual Amounis Final Budget
Original Final (Budgetary Basis)  Positive (Negative)
Budgetary Fund Balance, January 1 $ 1,335 $ 1,001,335 2,457 $ {998,876)
Resources {(inflows)
Taxes 614,248 514,248 580,459 (33,789)
Intergovernmental 5,011,800 5,011,900 3,050,088 (1,961,812)
investment income 300 300 45 {255)
Amount available for appropriation 5,627,783 6,627,783 3,633,049 (2,994,732}
Charges to appropriations (outflows)
General government 5,626,448 5,626,448 3,630,208 1,896,240
Total charges to appropriations 5,626,448 5,626,448 3,630,208 1,896,240
Budgetary Fund Balance, December 31 _$ 1,335 $ 1.001,335 2.841 3 (998,492)
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
LIBRARY
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ 628,312 $ 579,146 $ 225,586 (353,560)
Resources ({inflows)
Taxes 1,576,236 1,576,236 1,511,212 {65,024)
Intergovernmental 448 682 448,682 494 522 45,840
Charges for services 92,865 92,865 99,746 6,881
Fines and forfeifs 38,650 38,650 40,130 1,480
Investment income 6,750 6,750 4,744 {2,008)
Rentals 17,900 17,800 14,623 {3,277}
Miscellaneous 2,000 2,000 27,615 25615
Amount available for appropriation 2,811,395 2,762,229 2,418,178 {344,051)
Charges to appropriations (outflows)
Culture and recreation 2,133,136 2,133,136 2,045,108 87,028
Transfer out 35,000 35,000 34,788 212
Total charges o appropriations 2,168,136 2,168,136 2,080,896 87,240
Budgetary Fund Balance, December 31 _$ 643,259 $ 594,093 $ 337,282 $ (256,811)
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CITY OF BISMARCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
LIBRARY

An explanation of differences between budgetary inflows and outflows and
GAAP revenues and expenditures follows:

Sources/inflows of resources LIBRARY

Actual amounts {budgetary basis) "available for appropriation”
from the budgetary comparison schedule $ 2,418,178

Differences - Budget to GAAP
The fund balance at the beginning of the year is a budgetary

resource but is not a current-year revenue for financial
reporting purposes (225,586)

Total revenues as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds $ 2,192,592

Usesfoutfiows of resources

Actual amounts (budgetary basis) "total charges to appropriations”
from the budgetary comparison schedule $ 2,080,896

Differences - Budget to GAAP

The city budgets for salaries on the cash basis, rather than on the
modified accrual basis 1,343

Transfers to other funds are outflows of budgetary resources but

are not expenditures for financial reporting purposes (34,788)

Total expenditures as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds $ 2 047 451

The notes to the financial statements are an integral part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
POLICE DRUG ENFORCEMENT
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final {Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ (144,541) $ (221,635) $ 41,098 262,733
Resources (inflows)
Fines and forfeits 30,000 30,000 40,650 10,650
Investment income 1,200 1,200 131 {1,068)
Amount available for appropriation (113,341) {180,435) £1,879 272,314
Charges fo appropriations (outflows)
Public safety 50,450 50,450 45,254 5,196
Total charges to appropriations 50,450 50,450 45,254 5,196
Budgetary Fund Balance, December 31 _§ {163,791) $ (240,885) & 36,625 $ 277,510

64



CITY OF BISMARCK

RECONGILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND GHANGES IN FUND BALANCE - BUDGET AND ACTUAL
POLICE DRUG ENFORCEMENT

An explanation of differences between budgetary inflows and outflows and

GAAP revenues and expenditures foliows:

Sourcesf/inflows of resources

Actual amounts (budgetary basis) “avaitable for appropriation”
from the budgetary comparison schedule

Differences - Budget to GAAP
The fund balance at the beginning of the year is a budgetary
resource but is not a current-year revenue for financial
reporting purposes

Total revenues as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds

Uses/outflows of resources

Actual amounts {budgetary basis) "total charges to appropriations”
from the budgetary comparison schedule

Differences - Budget to GAAP

The city budgets for salaries on the cash basis, rather than on the
modified accrual basis

Transfers to other funds are outflows of budgetary resources but
are not expenditures for financial reporting purposes

Total expenditures as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds

The notes to the financial statements are an integral part of this statement
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,

BUDGET AND ACTUAL

POLICE GAMING ENFORCEMENT

FOR THE YEAR ENDED DECEMBER 31, 2011

Budgetary Fund Balance, January 1
Resources (inflows)

Transfer in

Amount available for appropriation

Budgetary Fund Balance, Becember 31

Variance with

Budgeted Amounts Actual Amounis Final Budget
Original Final (Budgetary Basis) Positive (Negative)
$ (16,785) $ (16,785) $ {84) $ (16,701)
- - 84 (84)
{16,785} (16,785) - (16,785)
$ (16,785) $§ (16,785) $ - $ 16,785
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
ROADS & STREETS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with
Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $(1,504,532) $ (2,104,532) $ 1,909,291 4,013,823
Resources (inflows)
Taxes 415,953 415,953 393,088 (22,864)
Licenses and permits 825 825 - (B825)
Intergovernmental 3,134,673 3,134,673 5,205,608 2,070,835
Charges for services 264 696 264,696 393,588 128,883
Investment income 30,100 30,100 15,420 (14,680)
Rentals 90,248 90,248 310,223 219,975
Miscellaneous 11,000 11,000 26,157 15,157
Transfer in 586,698 586,698 151,241 (435,457)
Amount available for appropriation 3,029,661 2,428 661 8,404,518 5,974,857
Charges to appropriations (outflows)
Highways and streets 4,956,049 4,750,419 4,750,419 -
Transfer out 66,045 271,675 271675 -
Total charges to appropriations 5,022,094 5,022,094 5,022,094 -
Budgetary Fund Balance, December 31 $(1,982.433) 3 (2,592,433) 3,382,424 $ 5,974 857
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CITY OF BISMARCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES iN FUND BALANCE - BUDGET AND ACTUAL
ROADS & STREETS

An explanation of differences between budgetary inflows and outilows and
GAAP revenues and expenditures follows:

Roads &
Streefs

Sources/inflows of resources

Actual amounts (budgetary basis) "available for appropriation”

from the budgetary comparison schedule 3 8,404,518

Differences - Budget to GAAP

The fund balance at the beginning of the yearis a budgetary
resource but is not a current-year revenue for financial

reporting purposes (1,808,291}

Transfers from other funds are inflows of budgetary resources but

are not revenues for financial reporting purposes {151,241)

Total revenues as reported on the staternents of revenues,

expenditures, and changes in fund balances - governmental funds $ 5,343,886

Uses/outfiows of resources

Actual amounts (budgetary basis) “total charges to appropriations”

from the budgetary comparison schedule $ 5,022,084

Differences - Budget to GAAP

The city budgets for salaries on the cash basis, rather than on the

modified accrual basis {5,533)

Transfers to other funds are outflows of budgetary resources but
(271,675)

are not expenditures for financial reporting purposes

Total expenditures as reported on the statements of revenues,

expenditures, and changes in fund balances - governmental funds 3 4,744 BBG

The notes to the financial statements are an integral part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
STREET LIGHTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive {Negative)
Budgetary Fund Balance, January 1 $ (12,448) $ (12,448) $ 268,346 $ 280,794
Resources (inflows)

Charges for services 1,696,116 1,696,116 1,744 566 48,450

Investment income 2,758 2,759 3,605 846

Rentals 3,400 3,400 9,240 5,840

Miscellaneous 36,178 36,178 80,984 44,816

Amount available for appropriation 1,726,006 1,726,005 2,108,751 380,748
Charges to appropriations (outflows)

Highways and streets 1,354,569 1,354,569 1,342,800 11,769

Transfer out 351,367 351,367 351,367 -

Total charges to appropriations 1,705,836 1,705,936 1,694,167 11,769

Budgetary Fund Balance, December 31 _$ 20,069 $ 20,069 $ 412,684 $ 392,515
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CITY OF BISMARCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
STREET LIGHTS

An explanation of differences between budgetary infiows and outflows and
GAAP revenues and expenditures follows:

Street

Sourcesfinflows of resources Lights

Actual amounts (budgetary basis) "available for appropriation”

from the budgetary comparison schedule $ 2,108,751

Differences - Budget to GAAP

The fund balance at the beginning of the year is a budgetary
resource but is not a current-year revenue for financial

reporting purposes (268,346)

Total revenues as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds $ 1,838,405

Uses/outflows of resources

Actual amounts (budgetary basis) "total charges to appropriations”
from the budgetary comparison schedule $ 1,604,167
Differences - Budget to GAAP

The city budgets for salaries on the cash basis, rather than on the 1,413
modified accrual basis

Transfers to other funds are outflows of budgetary resources but
are not expenditures for financial reporting purposes {351,367)

Total expenditures as reported on the statements of revenues,
expenditures, and changes in fund balances - governmental funds $ 1,344 213

The notes to the financial statements are an integrat part of this statement.
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
NPCC-TRANSLOAD OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $  (237,611) $ (222,611) $ 156,953 $ 379,564
Resources (inflows)

Charges for services 30,450 30,450 87,025 56,575

Investment income - - 1,859 1,858

Rentals 141,175 141,175 251,767 110,582

Miscellaneous - - 120,000 120,000

Amount available for appropriation (65,986) {50,986) 617,604 668,580
Charges to appropriations (outflows)

General government 242,780 242,790 233,604 8,186

Transfer out - 400,000 384,000 18,000

Total charges to appropriations 242,790 642,790 617,604 25,186

Budgetary Fund Balance, December 31 _$ __ (308.776) _$ (693,776) _$ - $ 693,776
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
HOTEL/MOTEL TAX

FOR THE YEAR ENDED DECEMBER 31, 2011

Budgetary Fund Balance, January 1
Resources (inflows)
Taxes

Amount available for appropriation
Charges to appropriations (outflows)

General government
Transfer out

Total charges to appropriations

Budgetary Fund Balance, December 31§ -

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final {Budgetary Basis) Positive {Negative)
$ - $ (300,000) S - $ 300,000
704,500 704,500 914,599 210,089
704,500 404,500 914,599 510,099
598,825 777,502 777,502 -
105,675 126,998 124,037 2,961
704,500 904,500 801,539 2,961
$ _({500,000) $ 13.060 $ 513,060
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CiTY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
LODGING/LIQUOR/FOOD TAX
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Finatl Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ 326,834 $ 300,534 $ 2,847,539 3 2,546,608
Resources (inflows)
Taxes 2,018,167 2,018,167 2,292,498 274,331
Investment income 12,000 12,000 7,370 (4,630)
Rentals 19,200 18,200 18,200 -
Transfer in - - 226,245 226,245
Amount available for appropriation 2,376,301 2,350,301 5,382,852 3,042,551
Charges to appropriations (outfiows)
General government 11,300 11,300 10,147 1,153
Debt service 850 850 621 229
Transfer out 1,665,843 1,675,843 1,669,384 6,459
Total charges to appropriations 1,667,993 1,687,993 1,680,162 7,841

Budgetary Fund Batance, December 31 $ 708,308 $ 662,308 $ 3,712,700 $ 3,050,392
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
VISION FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $(3,395,188) $(5,395,188) $ 3,563,662 $ 8,958,850
Resources (inflows)
Investment income 7,200 7.200 19,925 12,725
Miscellaneous 5,000 5,000 3,823 (1,177)
Transfer in 1,000,000 1,000,000 772,987 {227,013)
Amount available for appropriation (2,382,988) (4,382,988) 4,360,397 8,743,385
Charges to appropriations (outflows)
General government 2,139,297 2,138,297 498,952 1,642,345
Total charges to appropriations 2,138,297 2,139,297 496,952 1,642,345
Budgetary Fund Balance, December 31 _${4,522,285) $(6.522,285) $ 3,863,445 $ 10,385,730
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
SOCIAL SECURITY TAX
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with
Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis)  Positive {Negative)
Budgetary Fund Balance, January 1 $ 421,648 $ 421,648 $ 691,590 269,942
Resources (inflows)
Taxes 1,128,638 1,128,638 1,076,595 (52,043)
Intergovernmental 28,975 28,975 33,301 4 326
Investment income 4,100 4,100 6,420 2,320
Miscellaneous - - 1,422 1,422
Transfer in 550,400 550,400 700,672 160,272
Amount available for appropriation 2,133,761 2,133,761 2,510,000 376,239
Charges to appropriations (outflows)
General government 1,685,000 1,685,000 1,617,944 67,056
Total charges to appropriations 1,685,000 1,685,000 1,617,944 67,056
Budgetary Fund Balance, December 31 $ 448,761 $ 448,761 $ 892,056 $ 443,295
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CITY OF BISMARCK, NORTH DAKOTA
MAJOR DEBT SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
STREET IMPROVEMENT BONDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis)  Positive (Negative)
Budgetary Fund Balance, January 1 $ 3,259,894 $4,384,894 $ 8,149,896 $ 3,765,002
Resources (inflows)
Special assessments 5,891,649 6,891,649 8,136,698 1,245,049
Investment income - - 601 601
Transfer in 394,935 412,041 159,871 (252,170)
Refunding bonds issued 3,000,000 2,882,854 1,363,599 (1,618,295)
Premium on special assessment debt 50,000 50,000 - (50,000}
Amount available for appropriation 13,596,478 14,721,478 17,810,665 3,089,187
Charges to appropriations (outflows)
Pringipal 5,090,832 6,015,185 6,015,185 -
interest and fiscal charges 1,377,425 1,377,425 1,346,780 30,845
Discount on special assessment debt 50,000 50,000 8,839 41,161
Payment to refunded bond escrow agent 3,000,000 2,851,243 1,571,750 1,376,493
Transfer out 435,618 459,922 458,822 -
Total charges to appropriations 10,853,776 10,853,775 8,402,476 1,451,299
Budgetary Fund Balance, December 31 _$ 2,742,703 $3.867.703 8,408,189 $ 4,540,486
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CITY OF BISMARCK, NORTH DAKOTA

MAJOR DEBT SERVICE FUNDS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,

BUDGET AND ACTUAL
SEWERMAIN BONDS

FOR THE YEAR ENDED DECEMBER 31, 2011

Budgetary Fund Balance, January 1

Resources {inflows)

Special assessments

Investment income
Transfer in

Refunding bonds issued
Premium on special assessment debt

Amount available for appropriation

Charges to appropriations (outflows)

Principal

interest and fiscal charges
Discount on special assessment debt
Payment to refunded bond escrow agent

Transfer out

Total charges to appropriations

Budgetary Fund Balance, December 31

Variance with
Budgeted Amotunts Actual Amounts Final Budget
Original Final (Budgetary Basis) Positive {Neagative)
$ 372,497 $ (502,503) $ 2,830,380 $ 3,332,883
1,851,798 1,851,798 2,244,299 392,501
- - 94 94
162,986 162,986 24,412 {138,574)
500,000 500,000 213,399 (286,601)
5,000 5,000 - (5,000)
2,892 281 2,017,281 5,312,584 3,295,303
1,412,772 1,444,241 1,444,241 -
506,221 532,109 532,109 -
5,000 5,000 1,384 3,618
500,000 431,974 245,973 186,001
132,031 142,700 142,700 -
2,556,024 2,556,024 2,366,407 189,617
$ 336,257 $ (538,743) $ 2.946 177 $ 3.484.920
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR DEBT SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
WATERMAIN BONDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with
Budgeted Amounts Actual Amounts Final Budget
Originai Final (Budgetary Basis) Positive (Negative)
Budgetary Fund Balance, January 1 $ (89,494) $ (189,494) $ 522,563 $ 712,056
Resources (inflows)
Special assessments 108,437 198,437 303,541 105,104
Investment income - - 12 12
Transfer in 99,310 98,310 4,692 (84,618)
Refunding bonds issued 250,000 250,000 28,002 {221,998)
Premium on special assessment debt 2,000 2,000 - {2,000)
Amount available for appropriation 460,253 360,253 858,810 498 556
Charges to appropriations (outflows)
Principal 193,896 185,574 195,574 -
Interest and fiscal charges 64,570 64,570 64,186 384
Discount on special assessment debt 2,000 2,000 181 1,819
Payment to refunded bond escrow agent 250,000 245,068 32,277 212,791
Transfer out 54,294 57,548 57,548 -
Total charges to appropriations 564,760 564,760 348,766 214,994
Budgetary Fund Balance, December 31 $ {104.507) § (204,507 $ 509,044 $ 713,550
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR DEBT SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
SIDEWALK BONDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final (Budgetary Basis)  Positive (Negative)
Budgetary Fund Balance, January 1 $ 745,430 $ 595430 3 1,422,657 $ 827,228
Resources (inflows)
Special assessments 825,860 825,960 1,019,421 193,461
Transfer in 80,130 80,130 71,450 (8,680)
Premium on special assessment debt 5,000 5,000 - (5,000)
Amount available for appropriation 1,656,520 1,506,620 2,513,528 1,007,009
Charges to appropriations {outflows})
Principal 740,000 780,000 790,000 -
Interest and fiscal charges 151,809 166,809 153,719 13,090
Discount on special assessment debt 5,000 5,000 - 5,000
Total charges to appropriations 896,809 861,809 943,719 18,080

Budgetary Fund Balance, December 31 _$§ 759,711 $ 544711 $ 1,569,809 $ 1,025,099
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR DEBT SERVICE FUNDS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
PARKING LOT BONDS

FOR THE YEAR ENDED DECEMBER 31, 2011

Budgetary Fund Balance, January 1
Resources (inflows)
Investment income
Amount available for appropriation
Charges to appropriations (outflows)
Transfer out
Total charges to appropriations

Budgetary Fund Balance, December 31

Budgefed Amounts

Actual Amounts

Variance with
Finat Budget

Original Final (Budgetary Basis)  Positive (Negative)
$ 24,593 $ 24,593 794 (23,799)
- - 68 68

24,593 24,583 862 (23,731)

- - 862 {862)

- - 862 (862)

$ 24593 $ 24593 - $ (24,593)
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CITY OF BISMARCK, NORTH DAKOTA
NONMAJOR DEBT SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE,
BUDGET AND ACTUAL
LODGING LIQUOR FOOD BONDS
£OR THE YEAR ENDED DECEMBER 31, 2011

Variance with
Budgeted Amounts Actual Amounts Final Budget
Qriginal Final (Budgetary Basis)  Positive {Negative)
Budgetary Fund Balance, January 1 $ 924,542 $ 924,542 $ 986,914 3 62,372
Resources (inflows)
Investment income 27,000 27,000 9,333 (17,667)
Transfer in 997,640 907,640 1,022,715 25,075
Amount available for appropriation 1,849,182 1,849,182 2,018,062 69,780
Charges to appropriations (outflows)
Principal 910,000 910,000 910,000 -
interest and fiscal charges 113,715 113,715 112,716 1,000
Total charges o appropriations 1,023,715 1,023,715 1,022,715 1,000
Budgetary Fund Balance, December 31 § 925467 $ 925,467 $ 996,247 $ 70,780
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CITY OF BISMARCK, NORTH DAKOTA
FIREMEN'S PENSION AGENCY FUND
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

Balance Balance
January 1, December 31,
2011 Additions Deletions 2011
ASSETS
investments 3 108,827 $ 574,326 $ 682,277 $ 876
Receivables:
Taxes 6,831 362 32 7,161
Accounis 11,684 15,378 11,684 15,378
Total assets 3 127,342 $ 580,066 $ 693,893 $ 23,415
LIABILITIES
Accounts payable $ 108,827 $ 574,208 $ 682,157 $ B78
Due to other entities 18,515 4,334 310 22,539

Total liablilities $ 127,342 $ 578,540 $ 682,467 $ 23,415
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CITY OF BISMARCK, NORTH DAKOTA
CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
COMPARATIVE SCHEDULES BY SOURCE
DECEMBER 31, 2011

GOVERNMENTAL FUNDS CAPITAL ASSETS:

Land 2,474,666
Buildings and building improvements 33,980,745
Improverments other than buildings 85,349
Machinery and equipment 36,171,119
Infrastructure 230,609,760
Construction in progress 3,351,544

Total governmental funds capital assets 306,713,183

INVESTMENTS IN GOVERNMENTAL FUNDS CAPITAL ASSETS BY SOURCE:

General fund 2,069,395
Special revenue funds 23,562,083
Federal and state grants 100,242,375
Capital projects funds 174,320,776
Enterprise funds 15,210
Donations 6,503,344

Total governmental funds capital assets 306,713,183
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CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
SCHEDULE BY FUNCTION AND ACTIVITY
DECEMBER 31, 2011

improvements  Machinery

Other than and
Land Buildings Buildings Equipment Infrastructure Total
FUNCTION AND ACTIVITY
General government:
Adminisiration and management $ - % - % - % 43,879 % - % 43878
Fiscal, assessing and information services - - - 287,137 - 287,137
Common software B - - 1,058,423 - 1,058,423
City/county office building - 10,609,410 18,411 173,551 - 10,801,372
Bismarck-mandan visitor bureau 200,000 BG4, 475 - - - 1,004,475
Human resources - - - 21,229 - 24,229
Attorney - - - 8,423 - 8,423
Municipal court - 269,509 - - - 269,509
Community development - - - 145,516 - 145,516
Building maintenance - - - 50,648 - 50,648
NPCC - - - - - -
E/H transit system 108,421 3,145,962 - 4,748,763 - 8,003,146
Total general government 308,421 14,820,356 18,411 6,537,569 - 21,683,757
Public safety:
Police 489,500 7,420,280 37,078 5,625,468 178,850 13,759,186
Fire and inspections 580,688 5479738 15,790 6,174,392 - 12,250,608
Combined communication center - - - 330,815 - 330,815
Total public safety 1,080,188 12,800,028 52,868 12,130,675 176,850 26,340,609
Highways and strests:
Roads and streets 50,923 - - 7,408,004 65,184 7,615,101
Engineering - - - 387,148 - 387,149
Forestry - - - 485,021 - 485,021
Totat highways and streets 50,923 - - 8,371,164 65,184 8,487,271
Health:
Bismarck burleigh public heatlth - 170,524 - 215,118 - 385,640
Total heaith - 170,524 - 215,118 - 385,640
Culture and recreation:
Centenniel beach - 297,838 - - - 297,838
City auditorium - - - - - -
Civic center - - - - - -
Library 324,000 5,782,999 - B,916,585 - 15,023,594
Total culture and recreation 324,000 6,080,837 - 8,816,595 - 15,321,432
Public works:
Sales tax fund 22,721 - - - - 22,721
Spedial deficiency fund - - - - - -
Highway construction 687,653 - - - 65,461,952 66,149,605
Sidewalk construction - - 14,070 - 19,807,312 19,821,382
Street lights construction - - - - 583,352 503,352
Street improvements 760 - - - 144,505,110 144,505,870
Total public works 711,134 - 14,070 - 230,367,726 231,082,930
Construction in progress: - 14,042 - 5,000 3,372,502 3,301,544

Total governmental funds capital assets $ 2474666 $ 33,994,787 $ B5349 § 36,176,110 § 233982262 $ 306,713,183
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CITY OF BISMARCK, NORTH DAKOTA

CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
SCHEDULE OF CHANGES BY FUNCTION AND ACTIVITY

FUNCTION AND ACTIVITY
General government:
Administration and management

Fiscal, assessing and information services

Common software
City/county office buildings
Bismarck-mandan visitors bureau
Hurnan resources
Attorney
Municipal court
Community development
Building maintenance
NPCC
E/H transit system

Total general government

Public safety;
Police
Fire and inspections
Combined communications center
Total public safety

Highways and streetls:
Reads and streets
Engineering
Forestry
Total highways and streets

Health:
Bismarck burleigh public health
Total health

Culture and recreation:
Centenniel beach
City auditorium
Civic center
Library
Total culture and recreation

Public works:

Sales tax fund

Special deficiency fund

Highway construction

Sidewalk construction

Street light construction

Street improvements
Total public works

Construction in progress:

Total governmental funds capital assets

FOR THE YEAR ENDED DECEMBER 31, 2011

Balance Balance
January 1, December 31,

2011 Additions Deductions Transfers 2011
$ 43,879 $ - $ - % - 5 43,879
281,004 11,933 5,800 - 287137
1,058,423 - - - 1,058,423
10,801,372 - - - 10,801,372
1,004,475 - - - 1,004,475
21,229 - - - 21,229
8,423 - - - 8,423
269,509 - - - 269,509
100,262 36,254 - - 145,518
50,648 - - - 50,648
8,609,338 - 8,609,338 - -
5,775,344 2,288,102 60,300 - 8,003,146
28,032,908 2,336,289 8,675,438 - 21,683,757
11,500,418 2,377,734 118,966 - 13,759,186
11,801,634 600,538 251,585 - 12,250,608
340,430 - 9,615 - 330,815
23,742,482 2,978,273 380,146 - 26,340,609
7,608,931 123,613 117,443 - 7,615,101
331,190 55,958 - - 387,149
485,021 - - - 485,021
8,425,142 179,572 117,443 - 8,487 271
157,218 228,422 - - 385,640
157,218 228,422 - - 385,640
257 838 - - - 207,838
3477977 - 3477877 - -
36,571,583 - 36,571,583 - -
14,538,281 484,313 - - 15,023,504
54,886,679 484,313 40,049,560 - 15,321,432
22,721 - - - 22,721
14,070 - - (14,070) -
57 687,606 8,461,908 - - 66,148,605
18,749,704 1,057,608 - 14,070 19,821,382
277,058 316,284 - - 593,352
127,848,148 16,667,722 - - 144,505,870
204,599,397 26,493,533 - - 231,092,930
10,123,863 1,440,876 8,173,185 - 3,391,544
$ 320,967,687 $ 34,141,278 § 57,395,782 b - 306,713,183
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STATISTICAL SECTION

This part of the City of Bismarck's comprehensive annual financial report presents detailed information as a
context for understanding what the information in the financial statements, note disclosures, and required
supplementary information says about the city's overall financial health.

Contents Page
Financial Trends 120

These schedules contain trend information to help the reader understand and assess
how the government's financial position has changed over time.

Revenue Capacity 125
These schedules contain information to assist the reader in understanding and assessing
the factors affecting the government's ability to generate its own-source revenues.

Debt Capacity 130
These schedules present information to help the reader assess the affordability of the
government's ability to issue additional debt in the future.

Demographic and Economic Information 135
These schedules offer demographic and ecanomic information to (1) assist the reader in
understanding the socioeconomic environment within which a government operates and (2)
provide information that facilitates comparisons of financial statement information over time
and among governmenis.

Operating Information 138
These schedules contain service and infrastructure data fo help the reader understand

how the information in the government's financial report relates to the services the
government provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive
annual financial reports for the relevant year. The city implemented GASB 34 in 2003, schedules presenting
government-wide information beginning in that year.
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CITY OF BISMARCK, NORTH DAKOTA
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
AS OF DECEMBER 31, 2011

Estimated
Estimated Share of
Debt Percentage Overlapping
Governmental Unit Outstanding Applicable* Debt
Bismarck Public School 5 13,608,652 79.73 3 1,077,044 824
Totals $ 13,508,652 $ 1,077,044,824

Note: Overlapping governments are those that coincide, at least in part, with geographic boundaries of the city. This
schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by the
residents and businesses of the City of Bismarck. This process recognizes that, when considering the government’s
ability to issue and repay long-term debt, the entire debt burden bome by the residents and businesses should be
taken into account. However, this does not imply that every taxpayer is a resident, and therefore responsible for
repaying the debt, of each overlapping government.

The percentage of overlapping debt applicable is estimated using taxable assessed property values. Applicable
percentages were estimated by determining the portion of the county's taxable assessed value that is within the
government's boundaries and dividing it by the county's total taxable assessed value.

Sources:
Bismarck Public School as of June 30, 2011
Burieigh County Levies, 2011
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