ADDENDUM DATED OCTOBER 7, 2010
TO OFFICIAL STATEMENT DATED SEPTEMBER 22, 2010

REFUNDING ISSUE Moody's Rating: Aaa
Standard & Poor's Rating: AAA
Fitch Rating: AAA
$5,900,000*
City of Bloomington, Minnesota
General Obligation Capital Improvement Plan Bonds, Series 2010A

(Book Entry Only)

Schedule of Maturity Dates, Principal Amounts and Interest Rates

Maturity Interest  Yield CUSIP  Maturity Interest  Yield CUsIP
(February 1) Amount Rate or Price 094780 (February 1) Amount Rate or Price 094780

2012 $535,000 0.60% 0.60% VZ 3 2017  $595,000 1.80% 1.80% WE 9
2013 $565,000 1.00% 0.75% WA 7 2018  $605,000 2.00% 2.00% WF 6
2014 $565,000 1.00% 1.00% WB 5 2019  $615,000 2.25% 2.25% WG 4
2015 $575,000 1.20% 1.20% WC 3 2020 $630,000 2.45% 2.50% WH 2
2016 $575,000 1.50% 150% WD 1 2021  $640,000 2.60% 2.65% WJ 8

*  Reflects final principal amount.

UMB Bank, N.A. has agreed to purchase the Bonds from the City for an aggregate price of
$5,859,880.03, plus accrued interest to the date of delivery. It is expected that the Bonds will
be available for delivery on or about November 4, 2010.

Original Issue Discount

The difference between the principal amount of the February 1, 2020 and February 1, 2021
maturities (the “OID Bonds”) and the initial offering price to the public (excluding bond houses,
brokers, or similar persons or organizations acting in the capacity of underwriters or
wholesalers) constitutes original issue discount which is excluded from gross income for federal
income tax purposes to the same extent as interest on the Bonds. Such original issue discount
accrues actuarially on the constant yield basis over the term of each OID Bond and the basis of
each OID Bond acquired at the initial offering price by an initial purchaser thereof will be
increased by the amount of such accrued original issue discount.

THIS ADDENDUM IS INCORPORATED BY REFERENCE AS OF THE DATE HEREOF INTO
THE OFFICIAL STATEMENT OF THE CITY DATED SEPTEMBER 22, 2010, WITH RESPECT
TO THE BONDS. TAKEN IN CONJUNCTION WITH SAID OFFICIAL STATEMENT, THIS
ADDENDUM SHALL CONSTITUTE A “FINAL OFFICIAL STATEMENT” OF THE CITY WITH
RESPECT TO THE BONDS AS THAT TERM IS DEFINED IN RULE 15C2-12 OF THE
SECURITIES AND EXCHANGE COMMISSION.



OFFICIAL STATEMENT DATED SEPTEMBER 22, 2010

Ratings: Requested from Fitch Ratings
Moody's Investors Service
NEW AND REFUNDING ISSUES and Standard & Poor's Ratings Services

In the opinion of Kennedy & Graven, Chartered, Bond Counsel, according to present federal and Minnesota laws, regulations, rulings, and decisions, the interest on the
Series 2010A Bonds is excludable from gross income of the recipient for federal income tax purposes and, to the same extent, is excludable from taxable net income of
individuals, trusts, and estates for Minnesota income tax purposes. Interest on the Series 2010A Bonds is not a preference item but will be included in adjusted current
earnings for purposes of the computation of the federal alternative minimum tax and the computation of the Minnesota alternative minimum tax imposed on individuals, trust
and estates. Interest on the Series 2010A Bonds is subject to Minnesota franchise taxes imposed on corporations (including financial institutions) measured by income.
(See “Tax Exemption” herein.)

In the opinion of Bond Counsel, according to present federal and Minnesota laws, regulations, rulings, and decisions, the interest on the Series 44 Bonds, if issued as tax-
exempt bonds, is excludable from gross income of the recipient for federal income tax purposes and, to the same extent, is excludable from taxable net income of individuals,
trusts, and estates for Minnesota income tax purposes, and is not a preference item for purposes of the computation of the federal alternative minimum tax, or the
computation of the Minnesota alternative minimum tax imposed on individuals, trusts and estates. However, such interest is taken into account in determining adjusted
current earnings for the purpose of computing the federal minimum tax imposed on certain corporations and is subject to Minnesota franchise taxes imposed on corporations
(including financial institutions) measured by income and the alternative minimum tax. (See “Tax Exemption” herein.) If the Series 44 Bonds are issued as taxable bonds,
interest on the Series 44 Bonds will be includible in gross income for purposes of United States and State of Minnesota income tax.

City of Bloomington, Minnesota

$6,265,000
Taxable General Obligation Permanent Improvement Revolving Fund
Bonds of 2010, Series 44 (Build America Bonds — Direct Pay)
or
General Obligation Permanent Improvement Revolving Fund Bonds of 2010, Series 44

(the “Series 44 Bonds”)
(Option offered to bid as Tax-Exempt Bonds or as Taxable Build America Bonds)

$5,920,000°
General Obligation Capital Improvement Plan Bonds, Series 2010A
(the “Series 2010A Bonds”)

(collectively referred to as the “Bonds”, the “Obligations” or the “Issues”)

(Book Entry Only)

Dated Date: Date of Delivery Interest Due: Each February 1 and August 1,
commencing August 1, 2011

The Bonds will mature and bear interest as shown on the inside cover of this Official Statement.

The Bonds will be general obligations of the City for which the City will pledge its full faith and credit and power to levy
direct general ad valorem taxes. Additional sources of security for the Series 44 Bonds are discussed herein.

A separate proposal must be submitted for each Issue for not less than the amounts shown below. If the Series 44 Bonds
are bid as Taxable Bonds, proposals may not exceed the maximum permitted prices for each maturity as described in the
Terms of Proposal herein. Proposals shall specify rates in integral multiples of 5/100 or 1/8 of 1%. Rates are not
required to be in level or ascending order; however, the rate for any maturity cannot be more than 1% lower than the
highest rate of any of the preceding maturities. Proposals must be accompanied by a good faith deposit in the amounts
shown below in the form of a certified or cashier’s check payable to the order of the City, a wire transfer, or a Financial
Surety Bond, and delivered to Springsted Incorporated prior to the time proposals will be opened. Award of the Bonds will
be made on the basis of True Interest Cost (TIC). If the Series 44 Bonds are issued as Taxable Bonds constituting “Build
America Bonds,” the credit available to the City will be treated as a reduction in each interest payment.

Minimum Bid Good Faith Deposit
The Series 44 Bonds $6,214,880 $62,650
The Series 2010A Bonds 5,866,720 59,200

The Bonds will be issued as fully registered Bonds without coupons and, when issued, will be registered in the name of
Cede & Co., as nominee of The Depository Trust Company (“DTC”). DTC will act as securities depository for the Bonds.
Individual purchases may be made in book entry form only, in the principal amount of $5,000 and integral multiples
thereof. Investors will not receive physical certificates representing their interest in the Bonds purchased. (See “Book
Entry System” herein.) The Chief Financial Officer of the City will act as registrar (the “Registrar’). Bonds will be
available for delivery at DTC on or about November 4, 2010.

* Preliminary; subject to change.

BID OPENING: October 4, 2010 (Monday) until 10:00 A.M., Central Time
AWARD: October 4, 2010 (Monday) at 7:00 P.M., Central Time

Y. . Further information may be obtained from SPRINGSTED Incorporated,
; S p rin q StEd Financial Advisor to the City, 380 Jackson Street, Suite 300, Saint Paul,
Minnesota 55101-2887 (651) 223-3000.



City of Bloomington, Minnesota

$6,265,000* Taxable General Obligation Permanent Improvement Revolving Fund
Bonds of 2010, Series 44 (Build America Bonds — Direct Pay)

or

General Obligation Permanent Improvement Revolving Fund Bonds of 2010, Series 44

The Series 44 Bonds will bear interest on February 1 and August 1 of each year, commencing
August 1, 2011, and will mature February 1 in the years and amounts as follows:

2012 $570,000 2014 $605,000 2016 $615,000 2018 $640,000 2020 $665,000
2013 $600,000 2015 $610,000 2017 $625,000 2019 $650,000 2021 $685,000

Proposals for the Series 44 Bonds may contain a maturity schedule providing for a combination
of serial bonds and term bonds. In the event the Series 44 Bonds are bid as Tax-Exempt
Bonds, term bonds will be allowed in all maturities. In the event the Series 44 Bonds are bid
as Taxable Bonds, term bonds are allowed for only the Series 44 Bonds maturing in the
years 2019 and thereafter. All term bonds shall be subject to mandatory sinking fund
redemption at a price of par plus accrued interest to the date of redemption and must conform to
the maturity schedule set forth above.

The City may elect on February 1, 2019, and on any day thereafter, to prepay the Series 44
Bonds due on or after February 1, 2020 at a price of par plus accrued interest. The Series
44 Bonds, if issued as Taxable Bonds, are also subject to extraordinary redemption under
certain circumstances as described herein.

$5,920,000* General Obligation Capital Improvement Plan Bonds, Series 2010A

The Series 2010A Bonds will bear interest on February 1 and August 1 of each year,
commencing August 1, 2011, and will mature February 1 in the years and amounts as follows:

2012 $540,000 2014 $570,000 2016 $580,000 2018 $605,000 2020 $630,000
2013 $565,000 2015 $580,000 2017 $595,000 2019 $615,000 2021 $640,000

Proposals for the Series 2010A Bonds may contain a maturity schedule providing for a
combination of serial bonds and term bonds. All term bonds shall be subject to mandatory
sinking fund redemption at a price of par plus accrued interest to the date of redemption and
must conform to the maturity schedule set forth above.

The City may elect on February 1, 2019, and on any day thereafter, to prepay the Series 2010A
Bonds due on or after February 1, 2020 at a price of par plus accrued interest.

*  Preliminary; subject to change.



For purposes of compliance with Rule 15c2-12 of the Securities and Exchange Commission,
this document, as the same may be supplemented or corrected by the Issuer from time to time
(collectively, the “Official Statement”), may be treated as an Official Statement with respect to
the Obligations described herein that is deemed final as of the date hereof (or of any such
supplement or correction) by the Issuer, except for the omission of certain information referred
to in the succeeding paragraph.

The Official Statement, when further supplemented by an addendum or addenda specifying the
maturity dates, principal amounts and interest rates of the Obligations, together with any other
information required by law, shall constitute a “Final Official Statement” of the Issuer with
respect to the Obligations, as that term is defined in Rule 15¢2-12. Any such addendum shall,
on and after the date thereof, be fully incorporated herein and made a part hereof by reference.

By awarding the Obligations to any underwriter or underwriting syndicate submitting a Proposal
therefor, the Issuer agrees that, no more than seven business days after the date of such
award, it shall provide without cost to the senior managing underwriter of the syndicate to which
the Obligations are awarded copies of the Official Statement and the addendum or addenda
described in the preceding paragraph in the amount specified in the Terms of Proposal.

The Issuer designates the senior managing underwriter of the syndicate to which the
Obligations are awarded as its agent for purposes of distributing copies of the Final Official
Statement to each Participating Underwriter. Any underwriter delivering a Proposal with respect
to the Obligations agrees thereby that if its bid is accepted by the Issuer (i) it shall accept such
designation and (ii) it shall enter into a contractual relationship with all Participating Underwriters
of the Obligations for purposes of assuring the receipt by each such Participating Underwriter of
the Final Official Statement.

No dealer, broker, salesman or other person has been authorized by the Issuer to give any
information or to make any representations with respect to the Obligations, other than as
contained in the Official Statement or the Final Official Statement, and if given or made, such
other information or representations must not be relied upon as having been authorized by the
Issuer. Certain information contained in the Official Statement and the Final Official Statement
may have been obtained from sources other than records of the Issuer and, while believed to be
reliable, is not guaranteed as to completeness or accuracy. THE INFORMATION AND
EXPRESSIONS OF OPINION IN THE OFFICIAL STATEMENT AND THE FINAL OFFICIAL
STATEMENT ARE SUBJECT TO CHANGE, AND NEITHER THE DELIVERY OF THE
OFFICIAL STATEMENT OR THE FINAL OFFICIAL STATEMENT NOR ANY SALE MADE
UNDER EITHER SUCH DOCUMENT SHALL CREATE ANY IMPLICATION THAT THERE HAS
BEEN NO CHANGE IN THE AFFAIRS OF THE ISSUER SINCE THE DATE THEREOF.

References herein to laws, rules, regulations, resolutions, agreements, reports and other
documents do not purport to be comprehensive or definitive. All references to such documents
are qualified in their entirety by reference to the particular document, the full text of which may
contain qualifications of and exceptions to statements made herein. Where full texts of
documents prepared by or on behalf of the Issuer have not been included as appendices to the
Official Statement or the Final Official Statement, they will be furnished on request.

Any CUSIP numbers for the Obligations included in the Final Official Statement are provided for
convenience of the owners and prospective investors. The CUSIP numbers for the Obligations
have been assigned by an organization unaffiliated with the Issuer. The Issuer is not
responsible for the selection of the CUSIP numbers and makes no representation as to the
accuracy thereof as printed on the Obligations or as set forth in the Final Official Statement. No
assurance can be given that the CUSIP numbers for the Obligations will remain the same after
the date of issuance and delivery of the Obligations.
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THE CITY HAS AUTHORIZED SPRINGSTED INCORPORATED TO NEGOTIATE THIS ISSUE
ON ITS BEHALF. PROPOSALS WILL BE RECEIVED ON THE FOLLOWING BASIS:

TERMS OF PROPOSAL

$6,265,000"
CITY OF BLOOMINGTON, MINNESOTA

TAXABLE GENERAL OBLIGATION PERMANENT IMPROVEMENT REVOLVING FUND
BONDS OF 2010, SERIES 44 (BUILD AMERICA BONDS — DIRECT PAY)
OR
GENERAL OBLIGATION PERMANENT IMPROVEMENT REVOLVING FUND BONDS
OF 2010, SERIES 44

(BOOK ENTRY ONLY)

The City is requesting proposals (the “Proposals” or “Bids”) for the above-named Issue
(the “Bonds”) optionally as conventional tax-exempt general obligations (the “Tax-Exempt
Bonds”) or as taxable general obligations which the City will elect to designate “Qualified Build
America Bonds (Direct Pay)” (the “Taxable Bonds”). Proposals for the Bonds and the Good
Faith Deposit (“Deposit”) will be received on Monday, October 4, 2010, until 10:00 A.M., Central
Time, at the offices of Springsted Incorporated, 380 Jackson Street, Suite 300, Saint Paul,
Minnesota, after which time proposals will be opened and tabulated. Consideration for award of
the Bonds will be by the City Council at 7:00 P.M., Central Time, of the same day.

SUBMISSION OF PROPOSALS

Springsted will assume no liability for the inability of the bidder to reach Springsted prior to the
time of sale specified above. All bidders are advised that each Proposal shall be deemed to
constitute a contract between the bidder and the City to purchase the Bonds regardless of the
manner in which the Proposal is submitted.

(@) Sealed Bidding. Proposals may be submitted in a sealed envelope or by fax
(651) 223-3046 to Springsted. Signed Proposals, without final price or coupons, may be
submitted to Springsted prior to the time of sale. The bidder shall be responsible for submitting
to Springsted the final Proposal price and coupons, by telephone (651) 223-3000 or fax
(651) 223-3046 for inclusion in the submitted Proposal.

OR

(b) Electronic Bidding. Notice is hereby given that electronic proposals will be received via
PARITY®. For purposes of the electronic bidding process, the time as maintained by PARITY®
shall constitute the official time with respect to all Bids submitted to PARITY®. Each bidder shall
be solely responsible for making necessary arrangements to access PARITY® for purposes of
submitting its electronic Bid in a timely manner and in comgliance with the requirements of the
Terms of Proposal. Neither the City, its agents nor PARITY" shall have any duty or obligation to
undertake registration to bid for any prospective bidder or to provide or ensure electronic access
to any qualified prospective bidder, and neither the City, its agents nor PARITY® shall be
responsible for a bidder’s failure to register to bid or for any failure in the proper operation of, or
have ang liability for any delays or interruptions of or any damages caused by the services of
PARITY®. The City is using the services of PARITY® solely as a communication mechanism to
conduct the electronic bidding for the Bonds, and PARITY® is not an agent of the City.

*

Preliminary; subject to change.



If any provisions of this Terms of Proposal conflict with information provided by PARITY®, this
Terms of Proposal shall control. Further information about PARITY®, including any fee charged,
may be obtained from:

PARITY®, 1359 Broadway, 2" Floor, New York, New York 10018
Customer Support: (212) 849-5000

DETAILS OF THE BONDS

The Bonds will be dated as of the date of delivery, as the date of original issue, and will bear
interest payable on February 1 and Augustl of each year, commencing August 1, 2011.
Interest will be computed on the basis of a 360-day year of twelve 30-day months.

The Bonds will mature February 1 in the years and amounts* as follows:

2012 $570,000 2014 $605,000 2016 $615,000 2018 $640,000 2020 $665,000
2013 $600,000 2015 $610,000 2017 $625,000 2019 $650,000 2021 $685,000

*  The City reserves the right, after proposals are opened and prior to award, to increase or reduce the

principal amount of the Bonds or the maturity amounts offered for sale. Any such increase or
reduction will be made in multiples of $5,000 in any of the maturities. In the event the principal
amount of the Bonds is increased or reduced, any premium offered or any discount taken by the
successful bidder will be increased or reduced by a percentage equal to the percentage by which the
principal amount of the Bonds is increased or reduced.

TERM BONDS

Proposals for the Bonds may contain a maturity schedule providing for a combination of serial
bonds and term bonds. In the event the Bonds are issued as Tax-Exempt Bonds, term bonds
will be allowed in all maturities. In the event the Bonds are issued as Taxable Bonds, term
bonds are allowed for only the Bonds maturing in the years 2019 and thereafter. All term
bonds shall be subject to mandatory sinking fund redemption at a price of par plus accrued
interest to the date of redemption and must conform to the maturity schedule set forth above. In
order to designate term bonds, the proposal must specify “Years of Term Maturities” in the
spaces provided on the Proposal Form.

BOOK ENTRY SYSTEM

The Bonds will be issued by means of a book entry system with no physical distribution of
Bonds made to the public. The Bonds will be issued in fully registered form and one Bond,
representing the aggregate principal amount of the Bonds maturing in each year, will be
registered in the name of Cede & Co. as nominee of The Depository Trust Company (“DTC"),
New York, New York, which will act as securities depository of the Bonds. Individual purchases
of the Bonds may be made in the principal amount of $5,000 or any multiple thereof of a single
maturity through book entries made on the books and records of DTC and its participants.
Principal and interest are payable by the registrar to DTC or its nominee as registered owner of
the Bonds. Transfer of principal and interest payments to participants of DTC will be the
responsibility of DTC; transfer of principal and interest payments to beneficial owners by
participants will be the responsibility of such participants and other nominees of beneficial
owners. The purchaser, as a condition of delivery of the Bonds, will be required to deposit the
Bonds with DTC.

REGISTRAR

The Chief Financial Officer of the City will serve as registrar.



OPTIONAL REDEMPTION

The City may elect on February 1, 2019, and on any day thereafter, to prepay Bonds due on or
after February 1, 2020. Redemption may be in whole or in part and if in part at the option of the
City and in such manner as the City shall determine. If less than all Bonds of a maturity are
called for redemption, the City will notify DTC of the particular amount of such maturity to be
prepaid. DTC will determine by lot the amount of each participant's interest in such maturity to
be redeemed and each participant will then select by lot the beneficial ownership interests in
such maturity to be redeemed. All prepayments shall be at a price of par plus accrued interest.

EXTRAORDINARY REDEMPTION

If the Bonds are designated and issued as Taxable Bonds under Section 54AA of the Internal
Revenue Code of 1986, as amended (the “Code”), at the option of the City, the Taxable Bonds
are also subject to extraordinary redemption in whole, and not in part, at a redemption price
equal to par plus accrued interest to the redemption date, upon or on any date after the
occurrence of a Determination of Ineligibility. A “Determination of Ineligibility” means (i) the
enactment of legislation or the adoption of final regulations or a final decision, ruling, or
technical advice by any federal judicial or administrative authority which would have the effect of
deeming, determining, or rendering the Taxable Bonds not qualified for treatment as Qualified
Build America Bonds under Section 54AA of the Code; (ii) the federal government discontinues
the Build America Bonds direct payment program with retroactive applicability to bonds issued
prior to the date of such discontinuance (including the Taxable Bonds); or (iii) the receipt by the
city of a written opinion of nationally recognized bond counsel selected by the City to the effect
that the Taxable Bonds are not Qualified Build America Bonds under Section 54AA of the Code.

SECURITY AND PURPOSE

The Bonds will be general obligations of the City for which the City will pledge its full faith and
credit and power to levy direct general ad valorem taxes. In addition, the City will pledge special
assessments against benefited properties. The proceeds will be used to finance various
improvement projects within the City.

TAXABILITY OF INTEREST

In the event the Bonds are issued as Taxable Bonds, the interest to be paid on the Bonds is
includable in gross income of the recipient for United States and State of Minnesota income tax
purposes, and is subject to Minnesota corporate and bank excise taxes measured by net
income.

TAX EXEMPTION OF INTEREST

In the event the Bonds are issued as Tax-Exempt Bonds, the interest to be paid on the Bonds
will be excludable from gross income for purposes of federal income taxation and will be
excludable from net taxable income of individuals, estates, or trusts for Minnesota income tax
purposes. See “TAX EXEMPTION” in this Official Statement.

BIDDING PARAMETERS

Bidders may provide proposals for the Bonds specifying interest rates for the Bonds if issued as
Tax-Exempt Bonds, or alternatively, specifying interest rates for the Bonds if issued as Taxable
Bonds. To comply with the “Build America Bond” provisions of the Internal Revenue Code of
1986, as amended (the “Code”), each proposal for the Taxable Bonds must specify the
expected reoffering price for each maturity of the Bonds, and (i) each such reoffering price
cannot exceed the par amount of the maturity by more than .25% multiplied by the number of
complete years to the earlier of the maturity date or the first optional redemption date for the



maturity of the Bonds and (ii) in the initial offering no bond may be sold for a price in excess of
such limit unless the IRS provides authoritative guidance to the contrary. Separate proposal
forms and Parity provisions have been provided for submitting proposals for the Bonds if to be
designated Tax-Exempt Bonds or designated Taxable Bonds.

Proposals for the Tax-Exempt Bonds shall be for not less than $6,214,880 (the “Minimum Bid")
and accrued interest on the total principal amount of the Bonds. Proposals for the Taxable
Bonds shall be for not less than the Minimum Bid and for not more than the Maximum Permitted
Price, as described below.

Maximum Maximum Maximum Maximum

Permitted Permitted Permitted Permitted
Year Price Year Price Year Price Year Price
2012 100.25% 2015 101.00% 2018 101.75% 2020 102.00%
2013 100.50% 2016 101.25% 2019 102.00% 2021 102.00%
2014 100.75% 2017 101.50%

No proposal can be withdrawn or amended after the time set for receiving proposals unless the
meeting of the City scheduled for award of the Bonds is adjourned, recessed, or continued to
another date without award of the Bonds having been made. Rates shall be in integral multiples
of 5/100 or 1/8 of 1%. Rates are not required to be in level or ascending order; however, the
rate for any maturity cannot be more than 1% lower than the highest rate of any of the
preceding maturities. Bonds of the same maturity shall bear a single rate from the date of the
Bonds to the date of maturity. No conditional proposals will be accepted.

GOOD FAITH DEPOSIT

Proposals, regardless of method of submission, shall be accompanied by a Deposit in the
amount of $62,650, in the form of a certified or cashier's check, a wire transfer, or Financial
Surety Bond and delivered to Springsted Incorporated prior to the time proposals will be
opened. Each bidder shall be solely responsible for the timely delivery of their Deposit whether
by check, wire transfer or Financial Surety Bond. Neither the City nor Springsted Incorporated
have any liability for delays in the transmission of the Deposit.

Any Deposit made by certified or cashier’'s check should be made payable to the City and
delivered to Springsted Incorporated, 380 Jackson Street, Suite 300, St. Paul, Minnesota
55101.

Any Deposit sent via wire transfer should be sent to Springsted Incorporated as the City's
agent according to the following instructions:

Wells Fargo Bank, N.A., San Francisco, CA 94104
ABA #121000248
For credit to Springsted Incorporated, Account #635-5007954

Contemporaneously with such wire transfer, the bidder shall send an e-mail to
bond_services@springsted.com, including the following information; (i) indication that a wire
transfer has been made, (ii) the amount of the wire transfer, (iii) the issue to which it applies,
and (iv) the return wire instructions if such bidder is not awarded the Bonds.

Any Deposit made by the successful bidder by check or wire transfer will be delivered to the City
following the award of the Bonds. Any Deposit made by check or wire transfer by an
unsuccessful bidder will be returned to such bidder following City action relative to an award of
the Bonds.

- v -



If a Financial Surety Bond is used, it must be from an insurance company licensed to issue
such a bond in the State of Minnesota and pre-approved by the City. Such bond must be
submitted to Springsted Incorporated prior to the opening of the proposals. The Financial
Surety Bond must identify each underwriter whose Deposit is guaranteed by such Financial
Surety Bond. If the Bonds are awarded to an underwriter using a Financial Surety Bond, then
that underwriter is required to submit its Deposit to the City in the form of a certified or cashier’s
check or wire transfer as instructed by Springsted Incorporated not later than 3:30 P.M., Central
Time on the next business day following the award. If such Deposit is not received by that time,
the Financial Surety Bond may be drawn by the City to satisfy the Deposit requirement.

The Deposit received from the purchaser, the amount of which will be deducted at settlement,
will be deposited by the City and no interest will accrue to the purchaser. In the event the
purchaser fails to comply with the accepted proposal, said amount will be retained by the City.

AWARD

The Bonds will be awarded to the bidder offering the lowest interest rate to be determined on a
true interest cost (TIC) basis, treating the credit available to the City if the Bonds are issued as
Taxable Bonds constituting “Qualified Build America Bonds” as a reduction in each interest
payment. No proposal for the Taxable Bonds may require reoffering premiums in excess of the
maximums set for the Taxable Bonds issued as “Qualified Build America Bonds.” The City's
computation of the interest rate of each proposal, in accordance with customary practice, will be
controlling.

The City will reserve the right to: (i) waive non-substantive informalities of any proposal or of
matters relating to the receipt of proposals and award of the Bonds, (ii) reject all proposals
without cause, and (iii) reject any proposal that the City determines to have failed to comply with
the terms herein.

BOND INSURANCE AT PURCHASER'S OPTION

If the Bonds qualify for issuance of any policy of municipal bond insurance or commitment
therefor at the option of the underwriter, the purchase of any such insurance policy or the
issuance of any such commitment shall be at the sole option and expense of the purchaser of
the Bonds. Any increased costs of issuance of the Bonds resulting from such purchase of
insurance shall be paid by the purchaser, except that, if the City has requested and received a
rating on the Bonds from a rating agency, the City will pay that rating fee. Any other rating
agency fees shall be the responsibility of the purchaser.

Failure of the municipal bond insurer to issue the policy after Bonds have been awarded to the
purchaser shall not constitute cause for failure or refusal by the purchaser to accept delivery on
the Bonds.

CUSIP NUMBERS

If the Bonds qualify for assignment of CUSIP numbers such numbers will be printed on the
Bonds, but neither the failure to print such numbers on any Bond nor any error with respect
thereto will constitute cause for failure or refusal by the purchaser to accept delivery of the
Bonds. The CUSIP Service Bureau charge for the assignment of CUSIP identification numbers
shall be paid by the purchaser.

SETTLEMENT

On or about November 4, 2010, the Bonds will be delivered without cost to the purchaser
through DTC in New York, New York. Delivery will be subject to receipt by the purchaser of an
approving legal opinion of Kennedy & Graven, Chartered of Minneapolis, Minnesota, and of
customary closing papers, including a no-litigation certificate. On the date of settlement,
payment for the Bonds shall be made in federal, or equivalent, funds that shall be received at
the offices of the City or its designee not later than 12:00 Noon, Central Time. Unless



compliance with the terms of payment for the Bonds has been made impossible by action of the
City, or its agents, the purchaser shall be liable to the City for any loss suffered by the City by
reason of the purchaser's non-compliance with said terms for payment.

CONTINUING DISCLOSURE

On the date of actual issuance and delivery of the Bonds, the City will execute and deliver a
Continuing Disclosure Undertaking (the “Undertaking”) whereunder the City will covenant for the
benefit of the owners of the Bonds to provide certain financial and other information about the
City and notices of certain occurrences to information repositories as specified in and required
by SEC Rule 15c2-12(b)(5).

OFFICIAL STATEMENT

The City has authorized the preparation of an Official Statement containing pertinent information
relative to the Bonds, and said Official Statement will serve as a nearly final Official Statement
within the meaning of Rule 15¢2-12 of the Securities and Exchange Commission. For copies of
the Official Statement or for any additional information prior to sale, any prospective purchaser
is referred to the Financial Advisor to the City, Springsted Incorporated, 380 Jackson Street,
Suite 300, Saint Paul, Minnesota 55101, telephone (651) 223-3000.

The Official Statement, when further supplemented by an addendum or addenda specifying the
maturity dates, principal amounts and interest rates of the Bonds, together with any other
information required by law, shall constitute a “Final Official Statement” of the City with respect
to the Bonds, as that term is defined in Rule 15c2-12. By awarding the Bonds to any
underwriter or underwriting syndicate submitting a proposal therefor, the City agrees that, no
more than seven business days after the date of such award, it shall provide without cost to the
senior managing underwriter of the syndicate to which the Bonds are awarded 250 copies of the
Official Statement and the addendum or addenda described above. The City designates the
senior managing underwriter of the syndicate to which the Bonds are awarded as its agent for
purposes of distributing copies of the Final Official Statement to each Participating Underwriter.
Any underwriter delivering a proposal with respect to the Bonds agrees thereby that if its
proposal is accepted by the City (i) it shall accept such designation and (ii) it shall enter into a
contractual relationship with all Participating Underwriters of the Bonds for purposes of assuring
the receipt by each such Participating Underwriter of the Final Official Statement.

Dated September 13, 2010 BY ORDER OF THE CITY COUNCIL

/s/ Thomas Ferber
City Clerk

-Vi-



THE CITY HAS AUTHORIZED SPRINGSTED INCORPORATED TO NEGOTIATE THIS ISSUE
ON ITS BEHALF. PROPOSALS WILL BE RECEIVED ON THE FOLLOWING BASIS:

TERMS OF PROPOSAL

$5,920,000"
CITY OF BLOOMINGTON, MINNESOTA
GENERAL OBLIGATION CAPITAL IMPROVEMENT PLAN BONDS, SERIES 2010A

(BOOK ENTRY ONLY)

Proposals for the Bonds and the Good Faith Deposit (“Deposit”) will be received on Monday,
October 4, 2010, until 10:00 A.M., Central Time, at the offices of Springsted Incorporated,
380 Jackson Street, Suite 300, Saint Paul, Minnesota, after which time proposals will be opened
and tabulated. Consideration for award of the Bonds will be by the City Council at 7:00 P.M.,
Central Time, of the same day.

SUBMISSION OF PROPOSALS

Springsted will assume no liability for the inability of the bidder to reach Springsted prior to the
time of sale specified above. All bidders are advised that each Proposal shall be deemed to
constitute a contract between the bidder and the City to purchase the Bonds regardless of the
manner in which the Proposal is submitted.

(a) Sealed Bidding. Proposals may be submitted in a sealed envelope or by fax
(651) 223-3046 to Springsted. Signed Proposals, without final price or coupons, may be
submitted to Springsted prior to the time of sale. The bidder shall be responsible for submitting
to Springsted the final Proposal price and coupons, by telephone (651) 223-3000 or fax
(651) 223-3046 for inclusion in the submitted Proposal.

OR

(b) Electronic Bidding. Notice is hereby given that electronic proposals will be received via
PARITY®. For purposes of the electronic bidding process, the time as maintained by PARITY®
shall constitute the official time with respect to all Bids submitted to PARITY®. Each bidder shall
be solely responsible for making necessary arrangements to access PARITY® for purposes of
submitting its electronic Bid in a timely manner and in comgliance with the requirements of the
Terms of Proposal. Neither the City, its agents nor PARITY" shall have any duty or obligation to
undertake registration to bid for any prospective bidder or to provide or ensure electronic access
to any qualified prospective bidder, and neither the City, its agents nor PARITY® shall be
responsible for a bidder’s failure to register to bid or for any failure in the proper operation of, or
have ang liability for any delays or interruptions of or any damages caused by the services of
PARITY®. The City is using the services of PARITY® solely as a communication mechanism to
conduct the electronic bidding for the Bonds, and PARITY® is not an agent of the City.

If any provisions of this Terms of Proposal conflict with information provided by PARITY®, this
Terms of Proposal shall control. Further information about PARITY®, including any fee charged,
may be obtained from:

PARITY®, 1359 Broadway, 2" Floor, New York, New York 10018
Customer Support: (212) 849-5000

*

Preliminary; subject to change.
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DETAILS OF THE BONDS

The Bonds will be dated as of the date of delivery, as the date of original issue, and will bear
interest payable on February 1 and Augustl of each year, commencing August 1, 2011.
Interest will be computed on the basis of a 360-day year of twelve 30-day months.

The Bonds will mature February 1 in the years and amounts* as follows:

2012 $540,000 2014 $570,000 2016 $580,000 2018 $605,000 2020 $630,000
2013 $565,000 2015 $580,000 2017 $595,000 2019 $615,000 2021 $640,000

*  The City reserves the right, after proposals are opened and prior to award, to increase or reduce the

principal amount of the Bonds or the maturity amounts offered for sale. Any such increase or
reduction will be made in multiples of $5,000 in any of the maturities. In the event the principal
amount of the Bonds is increased or reduced, any premium offered or any discount taken by the
successful bidder will be increased or reduced by a percentage equal to the percentage by which the
principal amount of the Bonds is increased or reduced.

Proposals for the Bonds may contain a maturity schedule providing for a combination of serial
bonds and term bonds. All term bonds shall be subject to mandatory sinking fund redemption at
a price of par plus accrued interest to the date of redemption and must conform to the maturity
schedule set forth above. In order to designate term bonds, the proposal must specify “Years of
Term Maturities” in the spaces provided on the Proposal Form.

BOOK ENTRY SYSTEM

The Bonds will be issued by means of a book entry system with no physical distribution of
Bonds made to the public. The Bonds will be issued in fully registered form and one Bond,
representing the aggregate principal amount of the Bonds maturing in each year, will be
registered in the name of Cede & Co. as nominee of The Depository Trust Company (“DTC"),
New York, New York, which will act as securities depository of the Bonds. Individual purchases
of the Bonds may be made in the principal amount of $5,000 or any multiple thereof of a single
maturity through book entries made on the books and records of DTC and its participants.
Principal and interest are payable by the registrar to DTC or its nominee as registered owner of
the Bonds. Transfer of principal and interest payments to participants of DTC will be the
responsibility of DTC; transfer of principal and interest payments to beneficial owners by
participants will be the responsibility of such participants and other nominees of beneficial
owners. The purchaser, as a condition of delivery of the Bonds, will be required to deposit the
Bonds with DTC.

REGISTRAR
The Chief Financial Officer of the City will serve as registrar.
OPTIONAL REDEMPTION

The City may elect on February 1, 2019, and on any day thereafter, to prepay Bonds due on or
after February 1, 2020. Redemption may be in whole or in part and if in part at the option of the
City and in such manner as the City shall determine. If less than all Bonds of a maturity are
called for redemption, the City will notify DTC of the particular amount of such maturity to be
prepaid. DTC will determine by lot the amount of each participant's interest in such maturity to
be redeemed and each participant will then select by lot the beneficial ownership interests in
such maturity to be redeemed. All prepayments shall be at a price of par plus accrued interest.

- Viii -



SECURITY AND PURPOSE

The Bonds will be general obligations of the City for which the City will pledge its full faith and
credit and power to levy direct general ad valorem taxes. The proceeds will be used to acquire
certain facilities currently leased to the City by the Port Authority of the City of Bloomington,
Minnesota (the “Authority”). In order to accomplish this, the City will transfer proceeds of the
sale of the Bonds to the Authority to apply to the redemption and prepayment of the February 1,
2011 through February 1, 2021 maturities of its Lease Revenue Bonds (City Hall Lease
Obligation), Series 2001, dated August 1, 2001.

BIDDING PARAMETERS

Proposals shall be for not less than $5,866,720 and accrued interest on the total principal
amount of the Bonds.

No proposal can be withdrawn or amended after the time set for receiving proposals unless the
meeting of the City scheduled for award of the Bonds is adjourned, recessed, or continued to
another date without award of the Bonds having been made. Rates shall be in integral multiples
of 5/100 or 1/8 of 1%. Rates are not required to be in level or ascending order; however, the
rate for any maturity cannot be more than 1% lower than the highest rate of any of the
preceding maturities. Bonds of the same maturity shall bear a single rate from the date of the
Bonds to the date of maturity. No conditional proposals will be accepted.

GOOD FAITH DEPOSIT

Proposals, regardless of method of submission, shall be accompanied by a Deposit in the
amount of $59,200, in the form of a certified or cashier's check, a wire transfer, or Financial
Surety Bond and delivered to Springsted Incorporated prior to the time proposals will be
opened. Each bidder shall be solely responsible for the timely delivery of their Deposit whether
by check, wire transfer or Financial Surety Bond. Neither the City nor Springsted Incorporated
have any liability for delays in the transmission of the Deposit.

Any Deposit made by certified or cashier’'s check should be made payable to the City and
delivered to Springsted Incorporated, 380 Jackson Street, Suite 300, St. Paul, Minnesota
55101.

Any Deposit sent via wire transfer should be sent to Springsted Incorporated as the City's
agent according to the following instructions:

Wells Fargo Bank, N.A., San Francisco, CA 94104
ABA #121000248
For credit to Springsted Incorporated, Account #635-5007954

Contemporaneously with such wire transfer, the bidder shall send an e-mail to
bond_services@springsted.com, including the following information; (i) indication that a wire
transfer has been made, (ii) the amount of the wire transfer, (iii) the issue to which it applies,
and (iv) the return wire instructions if such bidder is not awarded the Bonds.

Any Deposit made by the successful bidder by check or wire transfer will be delivered to the City
following the award of the Bonds. Any Deposit made by check or wire transfer by an
unsuccessful bidder will be returned to such bidder following City action relative to an award of
the Bonds.

If a Financial Surety Bond is used, it must be from an insurance company licensed to issue

such a bond in the State of Minnesota and pre-approved by the City. Such bond must be
submitted to Springsted Incorporated prior to the opening of the proposals. The Financial
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Surety Bond must identify each underwriter whose Deposit is guaranteed by such Financial
Surety Bond. If the Bonds are awarded to an underwriter using a Financial Surety Bond, then
that underwriter is required to submit its Deposit to the City in the form of a certified or cashier’s
check or wire transfer as instructed by Springsted Incorporated not later than 3:30 P.M., Central
Time on the next business day following the award. If such Deposit is not received by that time,
the Financial Surety Bond may be drawn by the City to satisfy the Deposit requirement.

The Deposit received from the purchaser, the amount of which will be deducted at settlement,
will be deposited by the City and no interest will accrue to the purchaser. In the event the
purchaser fails to comply with the accepted proposal, said amount will be retained by the City.

AWARD

The Bonds will be awarded on the basis of the lowest interest rate to be determined on a true
interest cost (TIC) basis. The City's computation of the interest rate of each proposal, in
accordance with customary practice, will be controlling.

The City will reserve the right to: (i) waive non-substantive informalities of any proposal or of
matters relating to the receipt of proposals and award of the Bonds, (ii) reject all proposals
without cause, and (iii) reject any proposal that the City determines to have failed to comply with
the terms herein.

BOND INSURANCE AT PURCHASER'S OPTION

If the Bonds qualify for issuance of any policy of municipal bond insurance or commitment
therefor at the option of the underwriter, the purchase of any such insurance policy or the
issuance of any such commitment shall be at the sole option and expense of the purchaser of
the Bonds. Any increased costs of issuance of the Bonds resulting from such purchase of
insurance shall be paid by the purchaser, except that, if the City has requested and received a
rating on the Bonds from a rating agency, the City will pay that rating fee. Any other rating
agency fees shall be the responsibility of the purchaser.

Failure of the municipal bond insurer to issue the policy after Bonds have been awarded to the
purchaser shall not constitute cause for failure or refusal by the purchaser to accept delivery on
the Bonds.

CUSIP NUMBERS

If the Bonds qualify for assignment of CUSIP numbers such numbers will be printed on the
Bonds, but neither the failure to print such numbers on any Bond nor any error with respect
thereto will constitute cause for failure or refusal by the purchaser to accept delivery of the
Bonds. The CUSIP Service Bureau charge for the assignment of CUSIP identification numbers
shall be paid by the purchaser.

SETTLEMENT

On or about November 4, 2010, the Bonds will be delivered without cost to the purchaser
through DTC in New York, New York. Delivery will be subject to receipt by the purchaser of an
approving legal opinion of Kennedy & Graven, Chartered of Minneapolis, Minnesota, and of
customary closing papers, including a no-litigation certificate. On the date of settlement,
payment for the Bonds shall be made in federal, or equivalent, funds that shall be received at
the offices of the City or its designee not later than 12:00 Noon, Central Time. Unless
compliance with the terms of payment for the Bonds has been made impossible by action of the
City, or its agents, the purchaser shall be liable to the City for any loss suffered by the City by
reason of the purchaser's non-compliance with said terms for payment.



CONTINUING DISCLOSURE

On the date of actual issuance and delivery of the Obligations, the City will execute and deliver
a Continuing Disclosure Undertaking (the “Undertaking”) whereunder the City will covenant for
the benefit of the owners of the Obligations to provide certain financial and other information
about the City and notices of certain occurrences to information repositories as specified in and
required by SEC Rule 15¢2-12(b)(5).

OFFICIAL STATEMENT

The City has authorized the preparation of an Official Statement containing pertinent information
relative to the Bonds, and said Official Statement will serve as a nearly final Official Statement
within the meaning of Rule 15c2-12 of the Securities and Exchange Commission. For copies of
the Official Statement or for any additional information prior to sale, any prospective purchaser
is referred to the Financial Advisor to the City, Springsted Incorporated, 380 Jackson Street,
Suite 300, Saint Paul, Minnesota 55101, telephone (651) 223-3000.

The Official Statement, when further supplemented by an addendum or addenda specifying the
maturity dates, principal amounts and interest rates of the Bonds, together with any other
information required by law, shall constitute a “Final Official Statement” of the City with respect
to the Bonds, as that term is defined in Rule 15c2-12. By awarding the Bonds to any
underwriter or underwriting syndicate submitting a proposal therefor, the City agrees that, no
more than seven business days after the date of such award, it shall provide without cost to the
senior managing underwriter of the syndicate to which the Bonds are awarded 235 copies of the
Official Statement and the addendum or addenda described above. The City designates the
senior managing underwriter of the syndicate to which the Bonds are awarded as its agent for
purposes of distributing copies of the Final Official Statement to each Participating Underwriter.
Any underwriter delivering a proposal with respect to the Bonds agrees thereby that if its
proposal is accepted by the City (i) it shall accept such designation and (ii) it shall enter into a
contractual relationship with all Participating Underwriters of the Bonds for purposes of assuring
the receipt by each such Participating Underwriter of the Final Official Statement.

Dated September 13, 2010 BY ORDER OF THE CITY COUNCIL

/s/ Thomas Ferber
City Clerk
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OFFICIAL STATEMENT
CITY OF BLOOMINGTON, MINNESOTA

$6,265,000*
TAXABLE GENERAL OBLIGATION PERMANENT IMPROVEMENT REVOLVING FUND
BONDS OF 2010, SERIES 44 (BUILD AMERICA BONDS - DIRECT PAY)
OR
GENERAL OBLIGATION PERMANENT IMPROVEMENT REVOLVING FUND
BONDS OF 2010, SERIES 44

$5,920,000*
GENERAL OBLIGATION CAPITAL IMPROVEMENT PLAN BONDS, SERIES 2010A

(BOOK ENTRY ONLY)

INTRODUCTORY STATEMENT

This Official Statement contains certain information relating to the City of Bloomington,
Minnesota (the “City” or the “Issuer”) and its issuance of $6,265,000* Taxable General Obligation
Permanent Improvement Revolving Fund Bonds of 2010, Series 44 (Build America Bonds —
Direct Pay) or General Obligation Permanent Improvement Revolving Fund Bonds of 2010,
Series 44 (the “Series 44 Bonds”); and $5,920,000* General Obligation Capital Improvement
Plan Bonds, Series 2010A (the “Series 2010A Bonds”), collectively referred to as the “Bonds”,
the “Obligations” or the “Issues”. The Bonds are general obligations of the City for which the City
pledges its full faith and credit and power to levy direct general ad valorem taxes. Additional
pledged sources of security for the Series 44 Bonds are described herein.

Depending upon the bids received, the City may issue the Series 44 Bonds as tax-exempt
general obligations (the “Tax-Exempt Bonds”) or as taxable general obligations (the “Taxable
Bonds”).

Inquiries may be directed to Ms. Lori Economy-Scholler, Chief Financial Officer, City of
Bloomington, 1800 West Old Shakopee Road, Bloomington, Minnesota 55431-3027, or by
telephoning (952) 563-8791. Inquiries may also be made to Springsted Incorporated,
380 Jackson Street, Suite 300, St. Paul, Minnesota 55101-2887, or by telephoning
(651) 223-3000.

CONTINUING DISCLOSURE

In order to assist the Underwriters in complying with SEC Rule 15c¢2-12 promulgated by the
Securities and Exchange Commission, pursuant to the Securities Exchange Act of 1934, as the
same may be amended from time to time, and official interpretations thereof (the “Rule”),
pursuant to the Award Resolutions, the City has entered into an undertaking (the “Undertaking”)

*

The City reserves the right, after proposals are opened and prior to award, to increase or reduce the
principal amount of the Bonds offered for sale. Any such increase or reduction will be made in
multiples of $5,000 in any of the maturities. In the event the principal amount of the Bonds is
increased or reduced, any premium offered or any discount taken by the successful bidder will be
increased or reduced by a percentage equal to the percentage by which the principal amount of the
Bonds is increased or reduced.



for the benefit of holders including beneficial owners of the Bonds to provide certain financial
information and operating data relating to the City to certain information repositories annually,
and to provide notices of the occurrence of certain events enumerated in the Rule to certain
information repositories or the Municipal Securities Rulemaking Board and to any state
information depository. The specific nature of the Undertaking, as well as the information to be
contained in the annual report or the notices of material events is set forth in the Continuing
Disclosure Certificate to be executed and delivered by the City at the time the Bonds are
delivered in substantially the form attached hereto as Appendix II.

The City has never failed to comply in all material respects with any previous undertakings under
the Rule to provide annual reports or notices of material events. A failure by the City to comply
with the Undertaking will not constitute an event of default on the Bonds (although holders will
have any available remedy at law or in equity). Nevertheless, such a failure must be reported in
accordance with the Rule and must be considered by any broker, dealer or municipal securities
dealer before recommending the purchase or sale of the Bonds in the secondary market.
Consequently, such a failure may adversely affect the transferability and liquidity of the Bonds
and their market price.

THE BONDS

General Description

The Bonds are dated as of the date of delivery and will mature annually on February 1, as
set forth on the inside front cover of this Official Statement. The Bonds are issued in book entry
form. Interest on the Bonds is payable on February 1 and August 1 of each year, commencing
August 1, 2011. Interest will be payable to the holder (initially Cede & Co.) registered on the
books of the Registrar on the fifteenth day of the calendar month next preceding such interest
payment date. Principal of and interest on the Bonds will be paid as described in the section
herein entitled “Book Entry System.” The Chief Financial Officer of the City will serve as Registrar
for the Bonds.

Optional Redemption

The City may elect on February 1, 2019 and on any day thereafter, to prepay the Bonds due on
or after February 1, 2020. Redemption may be in whole or in part at the option of the City and in
such manner as the City shall determine. If less than all Bonds of a maturity are called for
redemption, the City will notify DTC of the particular amount of such maturity to be prepaid. DTC
will determine by lot the amount of each participant's interest in such maturity to be redeemed
and each participant will then select by lot the beneficial ownership interests in such maturity to
be redeemed. All prepayments shall be at a price of par plus accrued interest.

Extraordinary Redemption

If the Series 44 Bonds are designated and issued as Taxable Bonds under Section 54AA of the
Internal Revenue Code of 1986, as amended (the “Code”), at the option of the City, the Taxable
Bonds are also subject to extraordinary redemption in whole, and not in part, at a redemption
price equal to par plus accrued interest to the redemption date, upon or on any date after the
occurrence of a Determination of Ineligibility. A “Determination of Ineligibility” means (i) the
enactment of legislation or the adoption of final regulations or a final decision, ruling, or technical
advice by any federal judicial or administrative authority which would have the effect of deeming,
determining, or rendering the Taxable Bonds not qualified for treatment as Qualified Build
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America Bonds under Section 54AA of the Code; (ii) the federal government discontinues the
Build America Bonds direct payment program with retroactive applicability to bonds issued prior
to the date of such discontinuance (including the Taxable Bonds); or (iii) the receipt by the city of
a written opinion of nationally recognized bond counsel selected by the City to the effect that the
Taxable Bonds are not Qualified Build America Bonds under Section 54AA of the Code.

Book Entry System

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

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

Purchases of Obligations under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Obligations on DTC’s records. The ownership interest of each
actual purchaser of each Obligation (“Beneficial Owner”) is in turn to be recorded on the Direct
and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from
DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Obligations are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in
the Obligations, except in the event that use of the book-entry system for the Obligations is
discontinued.

To facilitate subsequent transfers, all Obligations deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may
be requested by an authorized representative of DTC. The deposit of Obligations with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Obligations; DTC's records reflect only the identity of the Direct Participants to whose accounts
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such Obligations are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of
their customers.

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

Redemption notices are required to be sent to DTC. If less than all of the Obligations within a
maturity are being redeemed, DTC's practice is to determine by lot the amount of the interest of
each Direct Participant in such maturity to be redeemed.

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

Redemption proceeds, distributions, and dividend payments on the Obligations will be made to
Cede & Co. or such other nominee as may be requested by an authorized representative of
DTC. DTC's practice is to credit Direct Participants’ accounts, upon DTC'’s receipt of funds and
corresponding detail information from the Issuer or its agent on the payable date in accordance
with their respective holdings shown on DTC's records. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in “street name,” and
will be the responsibility of such Participant and not of DTC, Agent, the Bond Registrar, or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or such
other nominee as may be requested by an authorized representative of DTC) is the responsibility
of the Bond Registrar, Issuer, or the Issuer's agent. Disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Obligations purchased or tendered,
through its Participant, to Agent, and shall effect delivery of such Obligations by causing the
Direct Participant to transfer the Participant’s interest in the Obligations, on DTC’s records, to
Agent. The requirement for physical delivery of Obligations in connection with an optional tender
or a mandatory purchase will be deemed satisfied when the ownership rights in the Obligations
are transferred by Direct Participants on DTC'’s records and followed by a book-entry credit of
tendered Obligations to Trustee’s DTC account.

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



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

The information in this section concerning DTC and DTC’s book-entry system has been obtained

from sources that the Issuer believes to be reliable, but the Issuer takes no responsibility for the
accuracy thereof.

THE SERIES 44 BONDS

Authority and Purpose

The Series 44 Bonds are being issued pursuant to Minnesota Statutes, Chapters 429 and 475
and the City Charter. The proceeds of the Bonds will be used to finance various improvement
projects within the City.

Sources of Funds:

Par Amount $6,265,000
Total Sources of Funds $6,265,000

Uses of Funds:
Project Costs $6,153,511
Allowance for Discount Bidding 50,120
Costs of Issuance 61,369
Total Uses of Funds $6,265,000

Security and Financing

The Series 44 Bonds will be general obligations of the City for which the City pledges its full faith
and credit and power to levy direct general ad valorem taxes. In addition, the City pledges
special assessments against benefited properties for repayment of the Series 44 Bonds. Special
assessments in the principal amount of approximately $2,159,318 will be filed in 2010 for first
collection in 2011. Assessments have been spread over a term of ten years with equal annual
payments of principal. Interest on the unpaid balance will be charged at a rate of 6.0%.

The City expects to make its first levy in 2010 for collection in 2011. Each year’s collections of
taxes and special assessments, if collected in full, will be sufficient to pay 105% of the August 1
interest payment due in the collection year, and the February 1 principal and interest payment
due the following year.



THE SERIES 2010A BONDS

Authority and Purpose

The Series 2010A Bonds are being issued pursuant to Minnesota Statutes, Chapter 475 and the
City Charter. Proceeds of the Bonds will be used to acquire certain facilities currently leased to
the City by the Port Authority of the City of Bloomington, Minnesota (the “Authority”). In order to
accomplish this, the City will transfer proceeds of the sale of the Series 2010A Bonds to the
Authority to apply to the redemption and prepayment of the February 1, 2011 through February
1, 2021 maturities (the “Refunded Maturities”) of its Lease Revenue Bonds (City Hall Lease
Obligation), Series 2001, dated August 1, 2001 (the “Series 2001 Bonds”).

The Series 2010A Bonds will constitute a “current” refunding since the Refunded Maturities will
be called within 90 days of settlement of the Series 2010A Bonds. The Refunded Maturities will
be called and prepaid on February 1, 2011 at a price of par plus accrued interest.

Sources of Funds:

Par Amount $5,920,000
Transfer from Prior Issue Debt
Service Reserve Fund 215,011
Total Sources of Funds $6,135,011
Uses of Funds:
Project Costs $6,027,633
Allowance for Discount Bidding 53,280
Costs of Issuance 54,098
Total Uses of Funds $6,135,011

Security and Financing

The Series 2010A Bonds are general obligations of the City for which the City pledges its full faith
and credit and power to levy direct general ad valorem taxes. The City expects to make its first
levy in 2010 for collection in 2011. Each year’s tax levy collections, if collected in full, will be
sufficient to pay 105% of the interest payment due August 1 in the collection year and the principal
and interest payment due February 1 of the following year.

Minnesota Statutes, Section 475.521, limits the maximum amount of principal and interest to
become due in any year on all outstanding capital improvement plan bonds to be not more than
0.16% of the taxable market value of property taxes payable in the year in which the Series
2010A Bonds are issued or sold. The statutory maximum based on the City’s 2009/10 taxable
market value of $11,103,651,500, is $17,765,842. The maximum annual debt service on all
outstanding capital improvement plan bonds, including the Series 2010A Bonds, is projected at
approximately $660,893, which is within the statutory limit.

FUTURE FINANCING

The City expects to issue and sell through a private placement general obligation taxable
pension obligations in an amount of approximately $2,300,000 on or about November 1, 2010.



The City anticipates approving the use of its general obligation pledge by the Port Authority of
the City of Bloomington for general obligation taxable parking facilities bonds that the Port
Authority intends to issue in an amount of up to $15,000,000 on or about November 15, 2010 to
finance parking facilities adjacent to the Mall of America.

LITIGATION

The City is not aware of any threatened or pending litigation affecting the validity of the Bonds or
the City's ability to meet its financial obligations.

LEGALITY

The Bonds are subject to approval as to certain matters by Kennedy & Graven, Chartered, of
Minneapolis, Minnesota, as Bond Counsel for the City. Bond Counsel has not participated in the
preparation of this Official Statement, except for the following “Tax Exemption” and “Taxability of
Interest” sections, and will not pass upon its accuracy, completeness, or sufficiency. Bond
Counsel has neither examined nor attempted to examine or verify any of the financial or
statistical statements, or data contained in this Official Statement, and will express no opinion
with respect thereto. Legal opinions in substantially the forms set out in Appendix | to this Official
Statement will be delivered at closing.

TAX EXEMPTION

This section applies to the Series 2010A Bonds, and shall apply to the Series 44 Bonds if
issued as Tax-Exempt Bonds.

In the opinion of Bond Counsel, under existing statutes, regulations, rulings and decisions,
interest on the Bonds is not includable in the “gross income” of the owners thereof for purposes
of federal income taxation and is not includable in net taxable income of individuals, estates or
trusts for purposes of State of Minnesota income taxation, but is subject to State of Minnesota
franchise taxes measured by income that are imposed upon corporations and financial
institutions.

Noncompliance following the issuance of the Bonds with certain requirements of the Internal
Revenue Code of 1986, as amended, (the “Code”) and covenants of the bond resolution may
result in the inclusion of interest on the Bonds in gross income (for federal tax purposes) and net
taxable income for State of Minnesota tax purposes of the owners thereof. No provision has
been made for redemption of the Bonds, or for an increase in the interest rate on the Bonds, in
the event that interest on the Bonds becomes subject to United States or State of Minnesota
income taxation.

The Code imposes an alternative minimum tax with respect to individuals and corporations on
alternative minimum taxable income. Due to changes in the Code made pursuant to the
American Recovery and Reinvestment Act of 2009, interest on the Series 44 Bonds will not be
taken into account in determining adjusted current earnings for purposes of computing the
federal alternative minimum tax imposed on certain corporations.



The Code provides that in the case of an insurance company subject to the tax imposed by
Section 831 of the Code, the amount which otherwise would be taken into account as “losses
incurred” under Section 832(b)(5) shall be reduced by an amount equal to 15% of the interest on
the Bonds that is received or accrued during the taxable year.

Interest on the Bonds may be included in the income of a foreign corporation for purposes of the
branch profits tax imposed by Section 884 of the Code. Under certain circumstances, interest on
the Bonds may be subject to the tax on “excess net passive income” of Subchapter S
corporations imposed by Section 1375 of the Code.

The above is not a comprehensive list of all federal tax consequences which may arise from the
receipt of interest on the Bonds. The receipt of interest on the Bonds may otherwise affect the
federal or State income tax liability of the recipient based on the particular taxes to which the
recipient is subject and the particular tax status of other items or deductions. Bond Counsel
expresses no opinion regarding any such consequences. All prospective purchasers of the
Bonds are advised to consult their own tax advisors as to the tax consequences of, or tax
considerations for, purchasing or holding the Bonds.

BANK-QUALIFIED TAX-EXEMPT OBLIGATIONS

This section applies to the Series 2010A Bonds, and shall apply to the Series 44 Bonds if
issued as Tax-Exempt Bonds.

The City will designate the Bonds as “qualified tax-exempt obligations” for purposes of
Section 265(b)(3) of the Code, relating to the ability of financial institutions to deduct from income
for federal income tax purposes, interest expense that is allocable to carrying and acquiring tax-
exempt obligations.

TAXABILITY OF INTEREST

This section shall apply to the Series 44 Bonds if issued as Taxable Bonds.

The interest to be paid on the Taxable Bonds is includable in the income of the recipient for
purposes of the United States and State of Minnesota income taxation.

RATINGS

Applications for ratings of the Bonds have been made to Moody'’s Investors Service (“Moody’s”),
7 World Trade Center, 250 Greenwich Street, 23™ Floor, New York, New York; Standard &
Poor's Ratings Services (“S&P”), 55 Water Street, New York, New York; and Fitch Ratings
(“Fitch™), 55 East Monroe Street, Suite 3500, Chicago, lllinois. If ratings are assigned, they will
reflect only the opinions of Moody’s, S&P and Fitch. Any explanation of the significance of the
ratings may be obtained only from Moody’s, S&P, or Fitch.

There is no assurance that the ratings, if assigned, will continue for any given period of time, or
that such ratings will not be revised or withdrawn if, in the judgment of Moody’s, S&P, or Fitch,
circumstances so warrant. A revision or withdrawal of the ratings may have an adverse effect on
the market price of the Bonds.



FINANCIAL ADVISOR

The City has retained Springsted Incorporated, Public Sector Advisors, of St. Paul, Minnesota,
as financial advisor (the “Financial Advisor”) in connection with the issuance of the Bonds. In
preparing the Official Statement, the Financial Advisor has relied upon governmental officials,
and other sources, who have access to relevant data to provide accurate information for the
Official Statement, and the Financial Advisor has not been engaged, nor has it undertaken, to
independently verify the accuracy of such information. The Financial Advisor is not a public
accounting firm and has not been engaged by the City to compile, review, examine or audit any
information in the Official Statement in accordance with accounting standards. The Financial
Advisor is an independent advisory firm and is not engaged in the business of underwriting,
trading or distributing municipal securities or other public securities and therefore will not
participate in the underwriting of the Bonds.

CERTIFICATION

The City has authorized the distribution of this Official Statement for use in connection with the
initial sale of the Bonds. As of the date of the settlement of the Bonds, the Purchaser(s) will be
furnished with a certificate signed by the appropriate officers of the City. The certificate will state
that as of the date of the Official Statement, the Official Statement did not and does not as of the
date of the certificate contain any untrue statement of material fact or omit to state a material fact
necessary in order to make the statements made therein, in light of the circumstances under
which they were made, not misleading.

(The Balance of This Page Has Been Intentionally Left Blank)



CITY PROPERTY VALUES
2009/10 Indicated Market Value of Taxable Property: $11,590,450,418"
Indicated market value is calculated by dividing the City’s taxable market value of $11,103,651,500 by

the 2009 sales ratio of 95.8% for the City as determined by the State Department of Revenue.

2009/10 Taxable Net Tax Capacity: $118,121,893

2009/10 Total Net Tax Capacity $150,231,185
Less: Captured Tax Increment Tax Capacity (8,838,581)

Contribution to Fiscal Disparities (33,777,922)
Plus: Distribution from Fiscal Disparities 10,507,211
2009/10 Taxable Net Tax Capacity $118,121,893

2009/10 Taxable Net Tax Capacity by Class of Property

Residential Homestead $ 66,309,526 56.13%
Commercial/Industrial, Railroad, and

Public Utility” 42,130,801 35.67
Residential Non-Homestead 8,779,233 7.43
Personal Property 896,605 0.76
Agricultural and Seasonal Recreational 5,728 0.01
Total $118,121,893 100.00%

*  Reflects adjustments for fiscal disparities and captured tax increment.

Trend of Values

Indicated Taxable Taxable Net Tax
Market Value(@) Market Value Capacity(®)
2009/10 $11,590,450,418 $11,103,651,500 $118,121,893
2008/09 12,313,704,289 11,771,901,300 126,856,768
2007/08 12,502,745,435 11,777,586,200 131,305,123
2006/07 12,227,252,928 11,063,392,800 121,587,279
2005/06 11,407,023,836 10,289,135,500 112,674,516

(® Indicated market values are calculated by dividing the City’s taxable market value by the aggregate
sales ratio computed for the City each year by the State Department of Revenue.

(b) see Appendix Il for an explanation of taxable net tax capacity and the Minnesota property tax system.
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Ten of the Largest Taxpayers in the City

Payable 2010
Taxable

Payable 2010
Total Net Tax

% of Total
City Net

Taxpayer Market Value Capacity Tax Capacity
Mall of America/Triple Five

(shopping center/land/hotel) $ 641,341,000 $12,824,570 8.54%"
Teachers Insurance and Annuity/MN

ND Properties, Inc. (office buildings) 240,502,000 4,808,540 3.20
United Properties/Am Financial

The Northland Company (office buildings) 153,790,100 3,070,552 2.04
Kraus-Anderson/Engelsma/Osborne

(shopping centers/office) 105,668,200 2,107,364 1.40
Duke Realty LP/Weeks Realty LP

(office/industrial buildings/land) 101,116,800 2,020,086 1.34
Liberty Property LP

(office/industrial buildings/land) 77,793,200 1,553,614 1.03
Gateway Lake Prop Inc.

(office & bank buildings) 52,170,000 1,042,650 0.69
Bloomington Central Station

(office/industrial buildings/land) 53,101,900 1,029,663 0.69
Porky’s West Lake/Two Marketpointe

Bloomington Association 2005

(office/land) 41,910,600 835,962 0.56
Bloomgate Holdings/Creekside/Welsh/

CC Plaza Joint Venture

(office & retail buildings) 41,963,100 835,512 0.56
Total $1,509,356,900 $30,128,513 20.05%

*  Tax capacity falls within a tax increment financing district.

Source: City of Bloomington, Assessor’s Office.

CITY INDEBTEDNESS

Legal Debt Limit and Margin*

Legal Debt Limit (3% of Taxable Market Value)
Less: Outstanding GO Debt Subject to Limit

Legal Net Debt Margin at November 4, 2010

$333,109,545
(10,860,000)

$322,249,545

The legal debt margin is referred to statutorily as the “Net Debt Limit” and permits debt to be offset by

debt service funds and current revenues which are applicable to the payment of debt in the current
fiscal year. To conservatively state the legal debt margin, no such offset has been used to increase

the margin as shown above.
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General Obligation Debt Supported by Taxes”

Date Original
of Issue Amount
2-1-07 $5,590,000
11-4-10 5,920,000
Total

Purpose

General Obligation Arts
Center Refunding

Capital Improvement Plan
(the Series 2010A Bonds)

These issues are subject to the statutory debt limit.

General Obligation Debt Supported Primarily by Special Assessments

Date
of Issue

7-1-01
6-1-02
3-15-03
11-1-04
11-15-06
12-01-07
10-15-08
12-17-09

11-4-10

Total

Original
Amount

$ 1,075,000
2,010,000
5,280,000

12,750,000
5,855,000
5,915,000

11,125,000
7,860,000

6,265,000

Purpose

Permanent Improvement Revolving
Fund, Series 36

Permanent Improvement Revolving
Fund, Series 37

Permanent Improvement Revolving
Fund, Series 38

Permanent Improvement Revolving
Fund, Series 39

Permanent Improvement Revolving
Fund, Series 40

Permanent Improvement Revolving
Fund, Series 41

Permanent Improvement Revolving
Fund, Series 42

Permanent Improvement Revolving
Fund, Series 43

Permanent Improvement Revolving
Fund, Series 44
(the Series 44 Bonds)

General Obligation Debt Supported by Tax Increment

Date
of Issue

1-1-97
5-1-97
3-15-03
3-1-04
2-1-05

Total

Original
Amount

$ 875,000
1,505,000
930,000
2,445,000
3,300,000

Purpose

Tax Increment Refunding
Taxable Tax Increment
Taxable Tax Increment
Taxable Tax Increment
Tax Increment Refunding
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Principal
Final Outstanding
Maturity As of 11-4-10
2-1-2021  $ 4,940,000
2-1-2031 5,920,000
$10,860,000
Principal
Final Outstanding
Maturity As of 11-4-10
2-1-2011 $ 115,000
2-1-2012 395,000
2-1-2018 2,915,000
2-1-2025 8,960,000
2-1-2017 4,175,000
2-1-2028 4,960,000
2-1-2029 9,040,000
2-1-2030 7,835,000
2-1-2021 6,265,000
$44,660,000
Principal
Final Outstanding
Maturity As of 11-4-10
12-1-2013 $ 275,000
2-1-2012 350,000
2-1-2031 830,000
2-1-2032 2,335,000
2-1-2012 810,000
$4,600,000



Revenue Debt Supported by Tax Increment and Other Revenues*
(Issued by Port Authority)

Principal
Date Original Final Outstanding
of Issue Amount Purpose Maturity As of 11-4-10

10-14-09 $9,385,000 Special Tax Revenue Refunding
Bonds (Mall of America Project),
Series 2009 2-1-2016 $8,635,000

*  This issue is being paid primarily from captured tax increment from the Mall of America and local
lodging and liquor tax revenues.

Revenue Debt Supported by Enterprise Funds

Principal
Date Original Final Outstanding
of Issue Amount Purpose Maturity As of 11-4-10
6-1-02 $1,835,000 Recreational Facility Refunding 2-1-2013 $455,000

(The Balance of This Page Has Been Intentionally Left Blank)
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Annual Calendar Year Debt Service Payments Including These Issues

and Excluding the Refunded Maturities

G.O. Debt

Supported by Taxes

G.O. Debt Supported Primarily
by Special Assessments

Principal Principal

Year Principal & Interest(®) Principal & Interest (b)
2010 (at 11-4) (Paid) (Paid) (Paid) (Paid)
2011 370,000 $ 631,680.63 $ 3,815,000 $ 5,374,369.38
2012 925,000 1,194,057.50 4,215,000 5,691,926.25
2013 960,000 1,210,412.50 4,095,000 5,444,421.25
2014 990,000 1,219,995.00 4,030,000 5,247,491.25
2015 1,015,000 1,221,992.50 4,065,000 5,142,881.25
2016 1,030,000 1,211,462.50 3,890,000 4,826,033.75
2017 1,060,000 1,213,308.75 3,885,000 4,677,321.25
2018 1,080,000 1,202,955.00 3,350,000 4,004,430.00
2019 1,115,000 1,205,640.00 2,555,000 3,093,497.50
2020 1,145,000 1,200,857.50 2,120,000 2,564,288.75
2021 1,170,000 1,188,920.00 1,760,000 2,124,605.00
2022 1,085,000 1,388,955.00
2023 1,110,000 1,364,898.75
2024 1,120,000 1,323,862.50
2025 1,130,000 1,281,120.00
2026 575,000 685,036.88
2027 585,000 665,910.00
2028 600,000 650,942.50
2029 525,000 547,140.00
2030 150,000 154,275.00
Total $10,860,000(°) $12,701,281.88 $44,660,000d)  $56,253,406.26

(@ Includes the Series 2010A Bonds at an assumed average annual interest rate of 1.95%.

(B) Includes the Series 44 Bonds at an assumed average annual interest rate of 2.00%.

() 89.2% of this debt will be repaid within ten years.
(d) 80.7% of this debt will be repaid within ten years.

(The Balance of This Page Has Been Intentionally Left Blank)
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Annual Calendar Year Debt Service Payments Including These Issues

and Excluding the Refunded Maturities (continued)

Year

2010 (at 11-4)
2011
2012
2013
2014
2015
2016

Total

*

Year

2010 (at 11-4)

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032

Total

G.O. Debt

Supported by Tax Increment

Principal

$ 65,000
835,000
620,000
165,000

90,000

95,000
100,000
110,000
110,000
120,000
125,000
130,000
140,000
150,000
160,000
165,000
175,000
190,000
200,000
210,000
225,000
240,000
180,000

$4,600,000*

Revenue Debt Supported

By Tax Increment and Other Revenues

(Issued by Port Authority)

Principal
& Interest

72,257.50

1,057,090.00

801,475.00
324,715.00
241,473.75
241,931.25
241,965.63
246,618.75
241,018.75
245,148.13
243,878.75
242,353.13
245,443.75
248,022.50
250,055.63
246,671.25
247,665.00
252,758.75
252,171.25
251,040.00
254,185.00
256,465.00
184,950.00

Principal

(Paid)
$1,365,000
1,395,000
1,420,000
1,450,000
1,480,000
1,525,000

$8,635,000

Principal
& Interest

(Paid)
$1,554,100.00
1,556,500.00
1,553,350.00
1,554,650.00
1,547,950.00
1,547,875.00

$9,314,425.00

50.2% of this debt will be repaid within ten years.
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$6,889,353.77

Revenue Debt Supported by

Enterprise Funds

Principal

(Paid)
$155,000
150,000
150,000

$455,000

Principal
& Interest

(Paid)
$170,738.75
159,487.50
153,187.50

$483,413.75



Summary of Direct Debt

Gross Less: Debt Net
Debt Service Funds(®) Direct Debt
G.O. Debt Supported by Taxes $10,860,000 $(1,234,022) $ 9,625,978
G.O. Debt Supported Primarily by
Special Assessments 44,660,000 (8,115,270) 36,544,730
G.O. Debt Supported by Tax Increment 4,600,000 (2,810,203) 1,789,797
Revenue Debt Supported by
Tax Increment and Other Revenues 8,635,000 (5,394,227) 3,240,773
Revenue Debt Supported by
Enterprise Funds 455,000 (b) 455,000

(8 Debt service funds are as of July 31, 2010 and include money to pay both principal and interest.

(b) Debt service payments are made from net revenues of the respective enterprise funds.

Indirect Debt
Debt Applicable to

Governmental 2009/10 Taxable G.0. Debt Tax Capacity of City
Unit(® Net Tax Capacity As of 11-4-10b)  Percent Amount

Hennepin County $1,600,479,532  $643,760,000 7.4% $ 47,638,240
Three Rivers Park District 1,161,337,991 74,080,000 10.2 7,556,160
Hennepin County Regional

Rail Authority 1,600,479,532 43,690,000 7.4 3,233,060
ISD No. 271 (Bloomington) 116,754,847 115,865,000 99.9 115,749,135
ISD No. 272 (Eden Prairie) 102,044,692 81,935,000 0.3 245,805
ISD No. 273 (Edina) 91,340,180 79,415,000 1.3 1,032,395
Metropolitan Council 3,533,445,725 16,320,000(¢) 3.3 538,560
Metropolitan Transit 3,113,706,156 162,675,000 3.8 6,181,650
Total $182,175,005

(& Only those taxing units with general obligation debt outstanding are shown here.
(b) Excludes debt supported by revenues and tax anticipation certificates of indebtedness.

(c) Excludes general obligation debt supported by sewer system revenues, 911 user fees, and housing
rental payments. Includes Certificates of Participation.

Debt Ratios
G.0. G.O. Indirect &
Direct Debt" Direct Debt
To 2009/10 Indicated Market Value ($11,590,450,418) 0.52% 2.09%
Per Capita (84,701- 2009 State Demographer Estimate) $710 $2,861

Excludes revenue debt supported by tax increment and enterprise funds.

Note: To conservatively state the debt ratios, no offset of debt service funds on hand have been used in
the above calculations.
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Trend of Debt Ratios

General Obligation Direct Debt”

Fiscal Debt
Year Bonded To Estimated Debt Per
(12-31) Debt Market Value Capita

2009 $40,618,303 0.34% $483
2008 38,126,190 0.32 447
2007 33,939,335 0.31 397
2006 32,769,568 0.32 382
2005 29,500,760 0.30 345

General Obligation Direct and Indirect Debt*

Fiscal Debt
Year To Estimated Debt Per
(12-31) Amount Market Value Capita
2009 $207,708,618 1.76% $2,472
2008 220,423,127 1.87 2,586
2007 329,246,030 2.97 3,856
2006 326,661,056 3.16 3,806
2005 234,788,455 2.27 2,748

Excludes general obligation debt supported by revenues and revenue debt supported by tax increment
and enterprise funds. Includes general obligation debt supported by tax increment.

Source: Bloomington Finance Department.

FUNDS ON HAND
As of July 31, 2010

Fund Cash and Investments
Operating Funds:
General $ 20,832,086
Utility 11,670,375
Recreational Facilities 1,883,695
All Others 35,903,995
Total Operating Funds $ 70,290,151
Capital Projects $101,545,897
Debt Service Funds:
G.O. Tax Levy $ 1,234,022
G.O. Tax Increment City/HRA 2,661,178
G.O. Tax Increment Port Authority 149,025
G.O. Special Assessment 8,115,270
Tax Increment Revenue/Port Authority 5,394,227
Lease Revenue/Port Authority 377,614
Total Debt Service Funds $ 17,931,336
Total all City, HRA and Port Authority Funds $189,767,384
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CITY INVESTMENTS

The City’s investments are managed in accordance with an investment policy adopted by the
City Council. It is the policy of the City to invest public funds in a manner that will provide the
highest investment return with minimum risk while meeting the City's daily cash flow demands
and conforming to all federal, state and local regulations governing the investment of public
funds. The primary objectives of the City's investment activities shall be safety of principal,
sufficient liquidity and market return on investments. The investment portfolio must remain
sufficiently liquid to enable the City to meet all operating requirements that might reasonably be
anticipated. The City may directly invest in securities maturing more than five years from the
date of purchase based on certain market conditions. Directly investing in derivatives is
prohibited. No more than 50% of the total investment portfolio will be invested in a single
security type or with a single financial institution (with the exception of U.S. Treasury securities
and authorized pools) and no more than 50% of the portfolio may be invested in a single
corporation.

The management of the investment program is the responsibility of the City Manager delegated
to the Chief Financial Officer and is conducted in accordance with Minnesota Statutes,
Chapter 118A, and the City Charter. The Chief Financial Officer is responsible for establishing
written procedures for the operations of the investment program consistent with the investment
policy. The Chief Financial Officer is also responsible for all investment transactions and
establishing a system of controls to regulate the financial activities of the City. An investment
committee, consisting of the Chief Financial Officer, Finance Manager, Assistant Finance
Manager, representatives from the Housing and Redevelopment Authority (HRA) and the Port
Authority and an Accountant meets quarterly to review the performance of investments and to
review the investment strategy. The City's financial staff manages the investments of the City,
HRA and Port Authority. They provide Investment Performance Reports on a monthly basis to
the City Council and Executive staff and Quarterly to the HRA and Port Authority.

Currently, approximately $37,900,000 (28%) of the City's investment $96 million (72%) of the
City's operating fund investments are securities that have maturity dates within one to four years.

CITY TAXRATES, LEVIES AND COLLECTIONS

Tax Capacity Rates for a City Resident in ISD No. 271 (Bloomington)

2009/10
For
2005/06 2006/07 2007/08 2008/09 Total Debt Only
Hennepin County 41.016% 39.110% 38.571% 40.413% 42.056% 3.500%
City of Bloomington 36.012 35.135 33.257 35.855 39.771 2.690
ISD No. 271
(Bloomington)(a) 16.697 16.333 17.256 17.424 19.306 7.920
Special Districts(b) 6.998 7.310 7.397 7.154 8.138 3.412
Total 100.723% 97.888% 96.481% 100.846% 109.271% 17.522%

(@ Independent School District No. 271 (Bloomington) also has a 2009/10 tax rate of 0.16790% spread
on the market value of property in support of an excess operating levy.

(b) special districts include Metropolitan Council, Metropolitan Transit District, Mosquito Control, Three
Rivers Park District, Hennepin County Regional Railroad, Hennepin County Parks Museum, and
Hennepin County Housing and Redevelopment Authority.

NOTE: Taxes are determined by multiplying the net tax capacity by the tax capacity rate, plus multiplying
the referendum market value by the market value rate. This table does not include the market
value based rates. See Appendix IlI.
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Special Levies

The Bloomington Port Authority (the “Authority”) is limited to 0.01813% of the City's taxable
market value. Additionally, 0.00282% of taxable market value can be levied for development
district purposes. Currently the Authority does not levy any property tax and does not intend to
levy for 2010.

The Bloomington Housing and Redevelopment Authority (HRA) is limited to 0.0144% of the
City's taxable market value.

General Tax Levies and Collections

Delinquent Total Collections
Levy/ Amount of Current Collections Collections to Levy
Collect Net Levy* Amount Percent (Abatements) Amount Percent
2009/10 $43,230,933 (In Process of Collection)
2008/09 41,936,879  $41,636,622 99.3% $138,949 $41,775,571 99.6%
2007/08 40,853,864 40,456,342 99.0 207,117 40,663,459 99.5
2006/07 38,800,770 38,607,066 99.5 66,373 38,673,439 99.7
2005/06 37,167,181 36,964,084 99.5 114,613 37,078,697 99.8

*  The net levy excludes state aid for property tax relief and fiscal disparities, if applicable. The net levy
is the basis for computing the tax capacity rates. See Appendix III.

Source: City of Bloomington.

Special Assessment Levies and Collections

Amount of Total Collections
Assessment Current Collections Collection of to Current Levy
Levy/Collect Levy Amount Percent Prior Years Amount Percent
2008/09 $2,446,072  $2,430,792 99.4% $18,116 $2,448,908 100.1%
2007/08 1,864,088 1,837,915 98.6 21,829 1,859,744 99.8
2006/07 1,702,944 1,688,957 99.2 31,444 1,720,401 101.0
2005/06 1,609,064 1,599,649 99.4 31,024 1,630,673 101.3
2004/05 1,886,564 1,875,067 99.4 11,033 1,886,100 100.0

Source: City of Bloomington.

GENERAL INFORMATION CONCERNING THE CITY

The City of Bloomington covers an area of 38.3 square miles and is situated wholly within
Hennepin County. The City has many national and international corporations within its
boundaries, including Seagate Technology, Toro, Thermo King Corporation, HealthPartners,
Wells Fargo Bank, PolarFab, Ceridian Corporation, Cypress Semiconductors, and Donaldson
Company, Inc. In addition, the City, with approximately 8,000 hotel/motel rooms, many
entertainment facilities, the Mall of America and proximity to the Minneapolis-Saint Paul
International Airport, has become a major regional and national business and meeting center.
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Population and Demographic Statistics

The City's 2000 Census population was 85,172, which represents a 1.3% decrease from the
City's 1990 Census count of 86,335. The City’'s 2009 population was estimated by the State
Demographer to be 84,701, a slight decrease from the 2000 Census.

Bloomington residents are employed not only in the City, but throughout the metropolitan area.
The 2009 Nielsen Market Demographics shows that in 2008, 27.6% of Minneapolis-St. Paul-
Bloomington Metropolitan area households had effective buying incomes (EBIs) in excess of
$75,000; 24.0% had EBIs from $50,000 to $75,000; and 31.3% had EBIs from $25,000 to
$50,000.

The following table shows the total retail sales and EBI figures for the Minneapolis-St. Paul-
Bloomington Metropolitan area:

Effective Buying

Retail Sales Income (EBI) Median

($000) ($000) Household EBI
2008 $52,057,582 $80,955,158 $51,380
2007 56,013,272 79,524,270 50,977
2006 56,554,398 77,487,347 50,566
2005 56,369,202 75,126,438 49,816
2004 57,404,466 71,789,306 48,419

The 2008 median household EBI for the State of Minnesota was $46,158.

Source: 2008 data taken from Nielsen Market Demographics, 2009 edition. 2005 through 2007 data
taken from Demographics USA, 2006 through 2008 editions. 2004 data taken from Sales and
Marketing Management, “Survey of Buying Power,” 2004 through 2005 editions.

Labor Force Data

Total Civilian
Labor Force Unemployment Rate
State of City of State of City of
Minnesota Bloomington Minnesota Bloomington
2010 (August) 2,991,220 48,835 6.9% 7.0%
2009 2,967,967 47,958 8.0 7.6
2008 2,937,540 48,074 5.4 5.0
2007 2,909,002 47,773 4.6 4.2
2006 2,890,863 47,582 4.1 3.6

Source: Minnesota Department of Employment and Economic Development,
http://positivelyminnesota.com/. 2010 data are preliminary.

Economic Development

Growth within the City has been spurred by freeways reaching out from the metropolitan area
population hub, adjacent to and through the City, and further enhanced by the City's proximity to
the Minneapolis-Saint Paul International Airport.

The City's water and sewer systems were installed at the beginning of the City’s development
and the capital outlay programs for extensions have been planned to keep pace with expected
development.

-20 -



Building Permits

New
Residential Multiple Commercial/ Trade &

Year No. Value Dwellings Industrial All Other Total

2010 (at 7-31) 2 $ 484,187 -0- $ 51,206,342 $ 31,857,935 $ 83,064,277
2009 5 1,110,744 $30,582,338 72,770,943 63,129,456 167,593,481
2008 2 623,525 8,732,550 9,202,766 136,677,732 155,231,572
2007 21 5,139,166 1,994,575 135,675,321 151,722,750 294,531,812
2006 58 11,981,940 3,699,000 75,426,274 128,593,434 219,700,648
2005 71 17,257,520 37,202,083 92,404,089 94,282,436 241,146,128
2004 56 9,004,496 9,004,496 56,525,698 101,454,667 175,989,357
2003 21 13,275,925 14,006,819 95,543,072 81,149,775 203,975,591
2002 33 12,157,428 5,959,913 58,697,552 76,704,180 153,519,073
2001 22 9,085,900 4,096,827 55,117,218 146,539,615 214,839,560

Current and Pending Development

Paradise Car Wash Addition — Located at 9201 Lyndale Avenue South, this facility has operated
as a carwash since 1965. Paradise Partners, Inc. has an application in progress for a facelift
consisting of raising the building height by about one foot with a new exterior fascia band (a 431
square-foot triangular area), applying a new stucco finish to the existing exterior, and adding an
express lane through the car wash.

Nissan Dealership — The former Bally’s Health Club site at 4901 West American Boulevard has
been redeveloped into a 41,000 square-foot Nissan auto dealership designed to coordinate with
the adjacent Mercedes dealership. On-site parking will be shared by both dealerships. The
south portion of the site is under a scenic easement. This heavily wooded area will remain in
place and none of the existing vegetation will be removed.

Mall of America South Pad Hotel — Mortenson Development, Inc. has secured the development
rights for a full-service conference center hotel on the “south pad” of Mall of America (“MOA"),
including publically financed parking. The hotel and parking will be located between Macy’s and
Bloomingdales. The proposed 14-story hotel will include 501 rooms and 509 parking stalls in a
3-story parking structure. The hotel will front on Killebrew Drive and be attached to MOA by a
new skyway connection. Access will be from the two existing access drives off Killebrew. These
will lead to an interior drive aisle/entry courtyard between the proposed hotel and the south
facade of the existing MOA.

White Castle — Construction is underway to replace the existing 2,121 square-foot 33-seat
restaurant with a drive-through and new 3,016 square-foot 50-seat restaurant (including a 432
square-foot indoor trash facility) with drive-through that is centrally located on the site.

Richfield-Bloomington Credit Union — Phase one of an overall 36,490 square-foot three phase
development, this project is under construction to include 2,764 square feet for a retail tenant
and 14,036 square feet to be occupied by the Richfield Bloomington Credit Union. Future phased
plans include an additional 9,300 square feet of commercial development in phase two, and
10,390 additional square feet of commercial development in phase three. Parking and circulation
for phases one and two would be constructed as part of phase one.

900 American West/Credit Union — In 2008, the City Council approved a Preliminary and Final
Development Plan to construct a 4,640 square-foot credit union with drive-through facilities on
the vacant land. Access would be provided via a right in/fout from American Boulevard as well as
through the R.E.l. parcel via an access agreement to the west side of the site. A storm water
pond would be located at the northwest corner of the site.
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Mount Hope Church, Verizon Bell Tower — Located at 3515 West Old Shakopee Road, the
applicant was issued a building permit and the project is under construction for a 65-foot bell
tower with screened communication antennas. Verizon will lease the ground space in order to
erect and operate the tower. The structure is a detached building and bell tower located to the
west of the existing Mount Hope building.

Christ the King Lutheran Addition — In August 2010, the applicant received approval for a 1,070
square-foot addition onto an existing church. The addition creates an enhanced covered and
secured entry as well as office and meeting space at the primary entrance into the church. Other
modifications to the secondary entrances include handicapped access and lighting.

Park Place on France (Former Bloomdale Site) — In the permit review phase, this 20,676
square-foot multi-tenant retail project is located at the southwest corner of West Old Shakopee
Road and France Avenue South, at the northeast corner of the site. Parking is provided in a
central parking lot, located on-site behind the retail shops.

CVS Lyndale — Approval has been received on a proposal to remove the existing Holiday Station
and small shopping center located at 8936 and 8946 Lyndale Avenue and construct a new
12,900 square-foot CVS Pharmacy and retail store. The new store would use the existing access
location on West 90th Street, Lyndale Avenue and Aldrich Avenue and have 58 parking stalls. A
drive through service is located at the northwest corner of the building.

Office Development

Office Building (Cattle Company Site) - A new two-story, 37,200 square-foot office building in the
application phase, is proposed on the site of the former Cattle Company restaurant. The adjacent
lot to the north includes 19 parking spaces that would be used for shared parking with the Park
Plaza hotel just north of the site. The site has some environmental conditions that complicate
development. These include a high water table and a deep layer of peat. A Phase 1
environmental report has been ordered. There may also be a wetland located west of the
property. A wetland delineation has been ordered. A rain garden is proposed to retain and treat
runoff.

Marketpointe Il — Located adjacent to Marketpointe Il along West 78" Street, this development is
in the zoning approval process and proposes a 250,000 square-foot office building. A Final
Development Plan for this office building will need to be approved by the City Council before
construction can commence.

Norman Pointe Ill — This is the proposed third office building in the 25-acre Norman Pointe
Planned Development that was approved in 2001. The planned development originally
anticipated four office buildings with structured parking for each building. A Final Development
Plan for this office building will need to be approved by the City Council before construction can
commence.

700 American West — In 2008 a Preliminary Development Plan was approved for a two-story
30,000 square-foot office building with a Floor Area Ratio (FAR) for the office of 0.37 on the
1.854 acre vacant site. Medical offices are proposed. There would be 123 surface parking
spaces on the west side of the building. Access is provided via a shared access with R.E.I. from
American Boulevard.

Residential and Quasi Public Development

Founder’s Ridge/Presbyterian Homes/Bethany — Located on Hampshire Avenue south, the
proposed four-phase residential development in the application phase includes 236 units (106
units in Phase | and 266 previously approved) of assisted and independent senior living.
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Nine Mile Creek Senior Living — A 93-unit senior care facility, the unit mix includes assisted living
units, independent units, and memory care units. The structure has a community room, a full
service kitchen and dining services available to all residents. Land use density on the 7.3 acre
site is at 26.03 dwelling units per acre. This project was completed in 2010.

Covington— The City Council approved plans in 2008 to allow the development of 250 luxury
rental apartment units on this 8.36 acre site. The proposed Covington apartment development
consists of 5 stories of apartments built over a one-story parking ramp. The building encloses a
courtyard that will be constructed as a green roof over the parking ramp. The courtyard includes
a patio and swimming pool for use by residents.

Richdale — Located at 5100 West 82nd Street, the applicant received approval to redevelop the
former Seagate property to include a 3-story apartment building (282 units) with attached, 4-
story parking ramp (450 spaces). Additional parking is proposed in two surface lots and 24
garages located north of the apartment building. A permit to commence grading of the site has
been issued. The City has not yet received application for required building permits, which must
be issued before any construction can begin.

Wealshire Phase | — Located at 10601 Lyndale Avenue South, the applicant was issued a
building permit and the project is under construction for a 56-bed residential memory care facility.

Wealshire Phase Il — Located at 10601 Lyndale Avenue South, the applicant has received
approval for a 74-bed residential memory care facility.

Portland Commons — Located at 8735 Portland Avenue South, Bloomington Senior Partners
received approval for a four story, 166 unit senior independent and assisted living building and a
50-unit apartment building (216 total units). The 50-unit apartment building is completed.

Applewood Pointe of Southtown - Located at 2600 West 82nd Street, the Applewood Pointe of
Southtown multi-family senior residential development is currently under construction. Part of a
larger planned development, Applewood Pointe includes 102 privately owned senior multi-family
units and two guest units located in a long, irregularly shaped two, three and four-story building.
An existing church has retained the west 4.1 acres of the planned development and recently
completed a 10,096 square-foot addition at the west side of the church.

Friendship Village/Fitness Center Addition — Friendship Village, an independent living senior
housing campus, proposes to construct a 19,378 square-foot single story fitness facility and
14,454 square-foot underground parking garage in the north tier of the site. The fitness center
will displace 30 existing garage spaces and 33 surface spaces. These will be replaced by 35
new parking spaces in a below grade parking structure and 28 new surface spaces (total
replacement = 63 spaces). The project has been approved and the foundation permit has been
issued.

Normandale College/ Kopp Student Center Addition — Located on the northwest side of the
existing campus, a 23,400 square-foot addition has been approved to the Kopp Student Center,
and the project is now in the permit/construction phase. A classroom addition, located on the
northwest side of the existing campus and in the application phase, includes a proposal to
construct a 3 story classroom/office building, an addition of approximately 75,000 square feet.
This is intended to be a comfortable extension of the Kopp Center addition, and also be a feature
piece of the campus, creating a new major entry on the west side of campus.
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Mixed Use

Genesee at Penn American - The applicant proposes to revise the Development Plan approved
in 2008 to include 46,000-69,000 square feet of office, 49,040 to 52,740 square feet of retail,
remove the previously approved 100 motel rooms, increase the dwelling unit count from 221 to
234 and provide 15,000 square feet of restaurant uses in the mixed use development.

Bloomington Central Station — Located at 8100 34th Avenue, Bloomington Central Station is a
mixed-use transit-oriented development (TOD) project initially approved on December 6, 2005.
City Council approved a Preliminary Development Plan for the entire 43-acre project and a Final
Development Plan for the first phase of housing—two 17-story condominium towers with a total
of 263 dwelling units. The approved Preliminary Development Plan included high density
residential (1103 dwelling units), a 200-room full-service hotel, office (including the existing
HealthPartners office tower) and retail uses, and parks and common open space. The project is
centered around the Bloomington Central Station, one of three existing Hiawatha Light Rail
Transit (LRT) stations in the City.

The approved revised plan includes refinement of the next phase of residential development
(840 multi-family dwelling units) located north of the LRT line and the Reflections condominium
project, a change in the location and program for a full-service (350 room) hotel, revision of the
office development program, and additional improvements to the 1.9-acre public Bloomington
Central Station Park. The Bloomington Central Station Park, now open, features seating areas,
garden rooms, water walls and fountains, paved and lighted walkways, and public art.

Mall of America Phase Il - In November 2006 the City Council approved a preliminary
development plan for Mall of America Phase Il (TIF District 1-G). The 5.6 million square foot plan
includes retail, hotels, office, entertainment uses, and structured parking. The Mall of America is
a regional asset which attracts tourists to the region and generates significant income and sales
tax revenues for the State of Minnesota.

8100 Tower & Hampton Inn and Suites - United Properties received Preliminary Development
Plan approval for an office building, hotel, and associated parking at 5501 and 5601 American
Boulevard West. The 10-story, 257-room Hampton Inn and Suites and a future 10-story,
255,000 square-foot office building is to be built in two phases. The hotel/office development will
be served by 1,198 structured and surface parking spaces, including 171 proof-of-parking
spaces potentially available in future Level G of the shared parking ramp.

Industrial

Polar Fab Addition — This development proposal is to construct a 90,000 square-foot building
addition (Polar Fab Ill) that would be physically connected to the recently expanded “Fab II”
building. The new addition will extend north from Polar Fab Il and will include construction of a
new surface parking area. The applicant is currently exploring building design concepts. The
new building will be developed as a single level cleanroom production fab, with a 15,000
square-foot internal fab support mezzanine. The building will be a standalone structure, but will
be physically connected to Polor Fab Il. A second phase to this development is a 9,000 square-
foot building addition onto the “Fab 11" portion of the existing building. The expansion extends
140 feet from the east end of Fab Il to include a Class | cleanroom with clean service chase for
manufacturing semiconductors.

Warehouse Addition — An application is in process for an 18,074 square-foot warehouse addition
and exterior renovation at 10701 Hampshire Avenue South.
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Major Employers in the City
Approximate

Number of
Employer Product/Service Employees
Health Partners Health insurance provider 2,432
Bloomington Public School District Public education 1,800
Seagate Technology Computers/manufacturing 1,589
Express Scripts Pharmacy benefit management 1,350
Donaldson Company, Inc.,

Corporate Headquarters Automotive equipment 1,100
The Toro Company Lawn equipment, snowblowers 700
Normandale Community College Post-secondary education 600
Thermo King/Ingersoll Rand Corporation Heating and refrigeration units 600
Polar Semiconductor, Inc. Microchips 592
City of Bloomington City government 570
Minnesota Masonic Home Care Center Home care/assisted living 475
Cypress Semiconductor (MN), Inc. Semiconductor manufacturing 450
Ceridian Computers/manufacturing 400
Consolidated Precision Products,

formerly Hitchcock Industries Metal castings 400
Ziegler, Inc. Heavy equipment sales and service 350
IKON Office Solutions Copiers and office equipment 325
IKEA Household furnishings 325
Det-tronics UV fire equipment 300
Wal-Mart Retail 290
Josten's, Inc. (corporate headquarters)  School class rings, stationery, trophies 270
Life Time Fitness (two locations) Fitness center 225
Target Stores, Inc. Retail 219
Holiday Companies Home office/warehouse/retail 200
Katun Corporation Distributor of photocopy parts and supplies 200

NOTE: Approximately 13,000 people are employed at businesses in the Mall of America and an
additional 10,000 people are employed Bloomington’s hospitality industry.

Source: Phone survey of individual employers, September 2010.

Education

Independent School District No. 271 (Bloomington) is basically coterminous with the City and
had a 2009/10 enrollment of approximately 10,074 students. The District currently operates
ten elementary schools, three middle schools, and two senior high schools, and employs
approximately 1,800 people.

Vocational/technical training is available to City residents through Intermediate District No. 287.
A school facility is located in the adjacent City of Eden Prairie. The Intermediate District offers
Associate of Applied Science degree programs, vocational diploma programs, apprenticeship
programs and other adult education services, as well as special education services, and gifted
education services and early childhood programs. Many Bloomington public school students
have the option to attend the vocational/technical school as part of their curriculum.

Normandale Community College, a two-year college, is located in the City. It has no direct
affiliation with the local public school district. It is state-supported (one of several in the
Minneapolis-St. Paul Metropolitan area), has a fall 2009 enroliment of approximately 10,092 full-
and part-time students and employs a staff of approximately 630 full- and part-time persons.
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Northwestern Health Sciences University, located in the City, offers bachelor of science degree
completion programs, as well as professional programs in chiropractic and acupuncture and
Oriental medicine, and massage therapy programs. The university currently enrolls
approximately 900 full-time students.

GOVERNMENTAL ORGANIZATION AND SERVICES

The governing body (the City Council) consists of six council members and the Mayor. Four of
the council members are elected by district and two of the council members and the Mayor are
elected at large. The Mayor and three council members serve four-year terms, and the
remaining members serve two-year terms, resulting in a return to overlapping four-year terms.

The present Mayor and Council Members are listed below:

Expiration of Term

Gene Winstead
Steve Elkins
Amy Grady
Thomas Hulting
Karen Nordstrom
Steve Peterson

Mayor
Council Member
Council Member
Council Member
Council Member
Council Member

January 1, 2012
January 1, 2012
January 1, 2012
January 1, 2014
January 1, 2014
January 1, 2014

Vern Wilcox Council Member January 1, 2012

The City Manager is the Chief Administrative Officer of the City. The City Manager, Mark
Bernhardson, controls and directs the administration of the City’s affairs through the City’'s
departments and divisions. The City employs approximately 570 full-time persons throughout
the various City departments, programs and teams.

City Departments

Community Development Department: Lawrence E. Lee, Director—The Community
Development Department has approximately 65 full-time employees in six divisions: Planning
and Economic Development, Building and Inspection, Environmental Health, Fire Prevention,
Housing and Redevelopment Authority and the Port Authority. The Planning Division provides
professional planning expertise to the City, including reviewing all zoning, rezoning, variances
and subdivision plats, as well as developing comprehensive and district plans. The Building and
Inspection Division is responsible for building, heating, plumbing and electrical plan reviews and
code compliance delegated by the State of Minnesota. The Environmental Health Division
reviews food service plans, conducts regular inspections of food service establishments, is
responsible for rental housing inspections, enforces the City’s property maintenance ordinances
and responds to complaints about a range of environmental issues including noise, toxic
materials and air and water pollution. The Fire Prevention Division reviews plans for fire code
compliance and investigates fires to determine cause and origin. The Housing and
Redevelopment Authority manages the City's housing and redevelopment programs and
administers Federal housing assistance programs. The Port Authority manages public sector
development assistance and financing of public infrastructure with a goal of facilitating
development in the City's Airport South District.

Community Services Department: Diann Kirby, Director - The Community Services Department
has a total of six divisions, involving approximately 80 full-time employees, plus seasonal help as
required in areas such as parks and recreation. Services of this department encompass the
areas of public health, human services, communications and parks and recreation. The Public
Health Division provides basic health services on contract to the neighboring cities of Richfield
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and Edina. The Community Services Department also operates the City’s golf courses, Ice
Garden, Creekside Community Center, aquatic facilities and Center for the Arts. Bloomington's
municipally-owned recreational facilities consist of an 18-hole golf course, two nine hole, par 3
golf courses, an ice arena with three sheets of ice and a performing arts facility with an art gallery
and theater that seats 366.

Finance Department: Lori Economy-Scholler, Chief Financial Officer — The Finance Department
employs a staff of approximately 22 who support and coordinate various financial and
administrative related operations. These include Finance, Budget, Accounting, and Risk
Management. The Department coordinates the development of the City’s program budgets for
all operating budgets, the five-year community investment program, the Comprehensive Annual
Financial Report and the Popular Financial Report, and provides financial management services.
The Finance, Budget, and Accounting operations also provide support to the City’s HRA, Port
Authority and Fire Relief Association agencies.

Fire Department: Ulysses Seal, Chief - The City has a 135-person Volunteer/Paid on Call Fire
Department, providing fire protection that has resulted in a Class Il fire rating in the City. The
department operates out of six stations and utilizes the latest in fire fighting equipment (a total of
30 units, including 9 Engines , 6 Ladders and other specialty units). Average response time is
approximately 4.5 minutes from time dispatched, with the number of fire fighters responding
depending upon the type, location and severity of the incident. Both fire and police vehicles have
optional equipment, providing for automatic switching of traffic signals, to expedite emergency
runs. Being “volunteer” or “paid on call” in nature, the firefighters receive only minimum pay for
fire fighting. However, this is supplemented by a pension plan covering the fire fighters, which is
funded almost entirely by City contributions and investment earnings.

Police Department: Jeff Potts, Chief - The Police Department staff totals 150, of which 116 are
sworn officers, and the Department has approximately 24 persons in the Police Reserves unit.
The bulk of the staffing is in the Patrol Division, which provides around-the-clock police patrol in
the City, including traffic control, plus other services as might be required for general safety and
welfare. Another police service area is Police Investigations, providing special investigative
services to and for the City in both criminal proceedings as well as license inspections and crime
prevention. In addition, the Police Department has a Pro Active Police Services unit that
provides specialized services to residents and businesses on creative solutions to deter crime.

Public Works Department: Karl Keel, Director - This department has184 full-time employees
organized in four divisions — Maintenance (93), Utilities (54), Engineering (31) and Public Works
Administration (6). Seasonally, with the addition of part time and temporary positions, the total
number of Public Works employees approaches 250. The department’s typical annual operating
budget is approximately $50 million.

The department is responsible for the planning, design, operations and maintenance of
Bloomington’s public infrastructure including streets, vehicle fleet, water treatment plant, water
distribution, sanitary sewer collection, stormwater, parks and city facilities. In addition, the
department provides technical and labor support to other city departments and functions.

Other operating departments: These include the Human Resources and Legal Departments.
The Executive Management Team comprised of department heads and the City Manager,
oversee the Technical Services Group.

Recognized bargaining units of the City include a 87-member Bloomington Police Officers
Federation; a 22-member Police Supervisors group (Law Enforcement Labor Services); a
13-member civilian dispatchers group covered under the IAFF (International Association of Fire
Fighters); and a 47-member AFSCME group (American Federation of State, County and
Municipal Employees).
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Bloomington Housing and Redevelopment Authority (HRA)

The Bloomington HRA encompasses the entire City of Bloomington. Ms. Regina Harris has
been the Administrator of the HRA since 1995. The HRA has taxing and bonding powers, but,
as in the case of the Port Authority, all general obligation bonds for redevelopment projects are
issued by the City and are included in the City's direct debt statistics. The HRA concentrates its
efforts on grants and loans for the improvement of low and moderate income housing and on
both business and housing redevelopment projects. Lower-rent, multifamily housing is also
receiving attention, with several projects completed and others in various stages of planning.

Bloomington Port Authority (BPA)

The BPA was created by the City to provide a coordinated, cost-effective approach for
private and public development within various development districts that may be established
throughout the City. The BPAs boundaries encompass the entire City of Bloomington, and
commissioners appointed by the Mayor and confirmed by the City Council govern it. Ms. Jill
Hutmacher serves as the BPA’s Acting Administrator and has served in this position since Spring
2008. The BPA has limited taxing powers, but has extensive authority to issue bonds or notes
for public improvements and land development. The City guarantees certain BPA debt and
manages the BPA’s day-to-day operations.

Boards and Commissions

A valuable adjunct to the City Council's decision-making process is a network of eight Boards
and Commissions, including Traffic and Transportation, Planning, Human Rights, Health, Parks
and Recreation, Merit Board, Board of Appeal and Equalization and Charter Commission. These
Boards and Commissions all report directly to the City Council.

City Services and Improvements

Ninety-five percent of the community is served by its sanitary sewer system, its water and sewer
laterals and its storm sewer system. The City utilizes a five-year capital planning program which
is updated each year and reviewed with the City Council prior to improvement hearings regarding
new projects.

The City's current potable water supply comes from two sources. The majority of the water is
supplied from the City's water treatment plant, which has a capacity of 14 million gallons per day.
The City also contracts with the City of Minneapolis for part of its water supply. Any consumption
over the plant output is purchased from Minneapolis. During 1997, a 20-year contract was
entered into with the City of Minneapolis to allow the City of Bloomington to draw up to 30 million
gallons of water per day at a cost-effective rate. The City system presently has an average daily
consumption of approximately 12.5 million gallons per day, compared with a total system
capability of 44 million gallons per day. The largest daily demand ever was recorded in 1988 at
just below 40 million gallons per day. The system has 30 million gallons of storage, including
four million gallons at the plant site, 23 million in three reservoirs and three million in two
elevated tanks. A 1998 study of the water system indicated a need for an expanded water
treatment plant and well field (including modifications to several water transmission lines). The
expansion was completed in October 2002 and has increased the plant capacity from 6 to 14
million gallons per day. Capital needs in the range of $18 million were financed with water fund
reserves on hand and did not require debt issuance. Transmission line upgrades were started in
2002 and are planned to be completed in the next several years, using Working Capital Reserve
funds to finance this work. Rates are adjusted annually based on modeling both operational and
capital expenditures over the next 10 years.
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The City owns the city-wide wastewater collection system. The interceptors and treatment plant
which transport and treat the City’s wastewater are owned and operated by the Metropolitan
Council Environmental Services (MCES). City wastewater rates cover the cost of all
expenditures including the Metropolitan Council sewage treatment charges. City wastewater
rates cover the cost of all expenditures including the Metropolitan Council charges for the
sewage treatment. Recently, the City has been expensing capital funds to renew their lift stations
and sanitary sewer pipes. These programmed updates are planned to continue through the 2012
budget cycle and have resulted in a shift in the percentage of total expenditures attributed to
MCES each year from roughly 80 percent to 60 percent.

CITY FINANCIAL POLICIES AND PRACTICES

Employee Pensions

All full-time and certain part-time employees of the City (except for the City Manager who may
choose to be exempt from coverage at time of employment) are covered by defined benefit
pension plans administered by the Public Employees Retirement Association of Minnesota
(PERA). PERA administers the Public Employees Retirement Fund (PERF) and the Public
Employees Police and Fire Fund (PEPFF), which are cost-sharing multiple-employer retirement
plans. PERF members belong to either the Coordinated Plan or the Basic Plan. Coordinated
members are covered by Social Security and Basic members are not. All new members must
participate in the Coordinated Plan. All police officers, fire fighters and peace officers who qualify
for membership by statute are covered by the PEPFF.

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions. The
City makes annual contributions to the pension plans equal to the amount required by state
statues. According to Minnesota Statutes Chapter 356.215, Subd. 4(g), the date of full funding
required for the PERF and the PEPFF is the year 2020. The City’s contributions to PERF for the
years ended December 31, 2009, 2008, and 2007 were $2,030,640, $1,842,233, and
$1,707,184, respectively. The City’s contributions to the PEPFF for the years ended December
31, 2009, 2008, and 2007, were $1,482,130, $1,325,105, and $1,115,208, respectively.

Pension funds for the City fire personnel are funded and administered through the City's Fire
Relief Association. This is a bona fide association under State law and the pension funding
levels for the plan are established under Chapters 446 and 498 of Minnesota Laws of 1965, as
amended in 1978, and under Section 69.77 of the Minnesota Statutes. The effect of these laws
is to provide a phase-in of pension contributions to the point where the City will be funding 100%
of the annual normal cost of the pension plan on a current basis as well as amortizing the
actuarial deficit by 2010. The Association is self-governing, having its own Board of Trustees,
By-Laws and officers. Benefits under the retirement plan are set, or can be amended, by the
Association (by 2/3 vote), but are subject to approval of the City Council.

Volunteers of the Fire Department are required to contribute $144 per year to be deposited in the
Pension General Fund. The retirement benefit is one-third of the final average salary of a
policeman of the highest grade. A member is eligible after 20 years of service and 50 years of
age (or upon disability).
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A summary of contributions, benefits and estimated unfunded liability for the past three years for
the Fire Relief Association is as follows:

Fire Pension Plan

Net Plan Assets Unfunded

Year City Earnings and (Including Actuarial

Ending Contribution Other Benefits Investment Accrued

December 31 to Plan Revenues Paid at Cost) Liability
2009 -0- $ 13,838,303 $3,669,948 $ 98,707,362 $ 990,413
2008 -0- (30,330,580) 3,457,910 88,639,439 8,465,842
2007 -0- 8,569,718 3,390,173 122,158,440 (28,864,471)

Based on actuarial calculation, a fire pension contribution is required in 2010. It is the City’s
intention to issue taxable pension bonds on or about November 1, 2010 for this obligation with
repayment of the debt to be less than ten years.

Other Postemployment Benefits

The Governmental Accounting Standards Board (GASB) has issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions (GASB 45), which addresses how state and local governments must account for and
report their obligations related to post-employment healthcare and other non-pension benefits
(referred to as Other Post Employment Benefits or “OPEB”). GASB 45 requires that local
governments account for and report the annual cost of OPEB and the outstanding obligations
and commitments related to OPEB in essentially the same manner as they currently do for
pensions.

The City does not provide any post-employment benefits for health care, life insurance, or other
employee assistance programs. However, qualified former employees and their dependents
may remain enrolled in benefit plans at their own expense provided they pay the full premiums,
based on the same rates charged for active employees.

The City’'s annual OPEB cost is calculated based on the Annual Required Contribution (ARC), an
amount actuarially determined in accordance with the parameters of GASB Statement No. 45.
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed 30 years. The ARC as of December 31, 2009 was calculated to be
$1,043,100. The City made a contribution of $322,585 during the year for a net OPEB obligation
of $1,267,709 as of December 31, 2009.

Cash Flow and Tax Collections

The City uses its General Fund balance to finance operations until tax receipts come in and has
not engaged in tax anticipation borrowing. Taxes flow to the City starting in July of the collection
year, when it receives approximately 49% of its levy. The second settlement, also about 49% of
the total levy, is received in December. The final settlement is received in January of the
following year.
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Local Lodging, Admission and On-Sale Liquor Taxes

The City currently imposes and collects a 7% lodging tax, a portion of which (2/7) goes to
the Bloomington Convention and Visitors Bureau. As of December 31, 2009, $5,808,668,
representing revenues from a 3% entertainment and admissions tax and a portion of the City’s
7% lodging tax (3/7), was recorded in the City’s General Fund.

In addition, a portion of the 7% lodging tax (2/7, or $3,148,000 for the year 2009) is transferred to
the Port Authority, as is a 3% on-sale liquor tax $1,047,000 for the year 2009), to provide debt
service moneys and reserves for payment of the Port Authority's $9,385,000 Special Tax
Revenue Refunding Bonds, Series 2009.

City Budget Process

Budget work-up for the following two calendar years begins in March of the even numbered
years and the preliminary proposed budget and tax levy is certified by September 15 under State
law. A series of notices, publications and budget meetings are then established by the Council
under State law for purposes of discussion and public input. Budget and tax levy deliberations
for the following budget year are conducted between September 15 and December 20 of each
year. The final levy is certified on or before five working days after December 20. The budget,
as adopted, can be later modified by the City Council, but appropriations can be increased only if
additional revenues can also be shown (pursuant to Section 7.08 of the City Charter). In odd
numbered years budgets developed for the following year are reviewed and fine-tuned before
preliminary and final budgets are adopted.

Awards

The City of Bloomington has received the Distinguished Budget Presentation Award for its
Budget Document from the Government Finance Officer's Association (GFOA) for thirteen years,
1997 through 2009, and the Popular Annual Financial Report Award for eleven years,
1998 through 2003 and 2005 through 2009. The City has also received the Certificate of
Achievement for Excellence in Financial Reporting from the GFOA for its Comprehensive Annual
Financial Report for 37 consecutive years, 1971 through 2008.

Five-Year Capital Improvement Program

The City utilizes a five-year Capital Improvement Program, outlining projected costs and
probable sources of funding for proposed various capital improvement projects. Any unreserved
fund balances of the Park Acquisition Fund, the Park Development Fund and the Municipal
Building and Facilities Fund are used as proposed in the Capital Improvement Program, when
and if such projects are ordered by the City Council.

The City's five-year Capital Improvement Program indicates the totals on the following page for
the five-year period of 2010 through 2014:
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Estimated Project Approximate Sources

Project Category Costs (in millions) of Funding
City Facilities, Parks $ 33 Park Donations 58%
and Park Development G.O. Bonds 18
Park Capital 2
Grants, Other 12
Other 10
Alternative/Surface Transportation 317 Abatement/Assessment 4%
Strategic Priorities 1
P.I.R. Bonds 10
Municipal State Aid 1
Federal Funds 51
Grants 4
Other Governments 25
Other 4
Water and Sewer Facilities 18 Cash on Hand 96%
Other 4
Economic Development Abatement 22%
and Redevelopment Cash on Hand 3
61 Other 15
Liquor/Lodging Tax 60
Total $429

Claims and Litigation

The City has no pending or threatened litigation or any claims or assessments that, in its opinion,
would materially affect its ability to perform its obligations to the holders of the securities being
offered, including the effects of legal proceedings on the securities being offered and on the
source of payment thereof. Further, no unasserted claims or assessments are believed to have
any reasonable possibility of an unfavorable effect. The City usually has, at any given time, a
number of lawsuits pending relating to land development, constitutionality of laws and ordinances,
and human rights complaints. The first two categories do not involve monetary damages. The
third could, but in amounts not expected to be material. A fourth type of lawsuit involves claims
for which the City is covered by liability insurance or by the League of Minnesota Cities Insurance
Trust. Usually, none of these claims exceed the policy limits or the statutory liability limits.

The City carries the following business and property loss insurance policies and coverages:

Coverage Deductible
Comprehensive General Liability $1,000,000 $100,000/275,000 aggregate
Business Auto Liability $1,000,000 $50,000 per occurrence
Real and Personal Property blanket $149,984,507 $50,000
Public Employees $1,000,000" $10,000
Worker's Compensation Self-insured $100,000 general/$50,000 auto
Health Care Professionals $1,000,000 $0/100 patient’s property
Liquor Liability $500,000/$500,000 -0-
Boiler & Machinery $60,000,000 $1,000 per accident

The City also had a cash balance of $3,061,437 in its Self-Insurance Fund as of
December 31, 2009, from which to pay claims and expenses.

Coverage on the Port Authority Treasurer is $300,000.
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GENERAL FUND SUMMARY OF REVENUES AND EXPENDITURES

For Years Ended December 31

REVENUES
Property taxes
Lodging and admissions tax
Business licenses
Fines and forfeitures
Intergovernmental
Program income
Interest
Other
Transfers

Total Revenues

EXPENDITURES
General government
City Manager's office
Legal
Human resources
Finance
Public safety
Community development
Community services
Public works
Technical services
Contingency
Estimated unexpended
Transfers

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balance at Beginning of Year
i:und Balance at End of Year
* As Restated.

Source: City of Bloomington, Finance Department.
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2009
Actual

$35,886,927
5,808,668
3,732,882
1,010,986
2,091,556
2,334,367
382,800
187,562
2,645,126

$54,080,874

$ 351,041
226,917
1,088,784
623,394
1,133,431
21,651,855
5,949,909
8,484,527
11,615,306
2,096,320
0

0

652,250

$53,873,734

$ 207,140
$19,705,020*

$19,912,160

2010
Budget

$36,848,928
5,980,000
3,425,000
900,000
2,239,013
1,997,207
361,856
350,195

2,608,304

$54,710,503

$ 549,568
330,118
1,112,337
694,254
1,030,772
22,033,974
6,116,997
8,712,560
11,906,382
2,403,897
1,396,774
(1,827,130)
250,000

$54,710,503

-0-
$19,912,160
$19,912,160



APPENDIX |
PROPOSED FORMS OF LEGAL OPINIONS

Offices in 470 U.S. Bank Plaza

Ke n n edy 200 South Sixth Street
&

Minneapolis Minneapolis MN 55402

Saint Paul (612) 337-9300 telephone
(612) 337-9310 fax
G rave n St. Cloud http://www.kennedy-graven.com
Affirmative Action Equal Opportunity
Employer

CHARTERED

$
City of Bloomington, Minnesota
General Obligation Permanent Improvement
Revolving Fund Bonds of 2010, Series 44

We have acted as bond counsel to the City of Bloomington, Minnesota (the “City”), in connection
with the issuance by the City of its General Obligation Permanent Improvement Revolving Fund Bonds
of 2010, Series 44 (the “Bonds”), originally dated as of November __, 2010, in the total principal amount
of $ . For the purpose of rendering this opinion we have examined certified copies of certain
proceedings taken by the City in the authorization, sale, and issuance of the Bonds, including the form of
the Bonds, and certain other proceedings and documents furnished by the City. From our examination of
such proceedings and other documents, assuming the genuineness of the signatures thereon and the
accuracy of the facts stated therein and continuing compliance by the City with its covenants to comply
with the Internal Revenue Code of 1986, as amended, and applicable Treasury Regulations promulgated
thereunder, and based upon laws, regulations, rulings, and decisions in effect on the date hereof, it is our
opinion, as of the date hereof, that:

1. The Bonds are in due form, have been duly executed and delivered, and are valid and
binding general obligations of the City, enforceable in accordance with their terms. The rights of the
owners of the Bonds and the enforceability of the Bonds may be limited by bankruptcy, insolvency,
reorganization, moratorium, and other similar laws affecting creditor’s rights generally and by equitable
principles, whether considered at law or in equity.

2. The principal of and interest on the Bonds are payable from special assessments levied or
to be levied on property specially benefited by local improvements and ad valorem taxes for the City’s
share of the cost of the improvements but, if necessary for the payment thereof, additional ad valorem
taxes are required by law to be levied on all taxable property in the City, which taxes are not subject to
any limitation as to rate or amount.

3. Interest on the Bonds is not includable in gross income of the recipient for federal income
tax purposes or in the taxable net income of individuals, trusts, and estates for Minnesota income tax
purposes, and is not a preference item nor includable in adjusted current earnings for purposes of the
computation of the federal alternative minimum tax, or the computation of the Minnesota alternative
minimum tax imposed on individuals, trusts, and estates, but such interest is subject to Minnesota
franchise taxes on corporations (including financial institutions) measured by income. The opinion set
forth in the preceding sentence is subject to the condition that the City comply with all requirements of
the Internal Revenue Code of 1986, as amended, that must be satisfied subsequent to the issuance of the
Bonds in order that interest thereon be, or continue to be, excluded from gross income for federal income
tax purposes and excluded from taxable net income for Minnesota income tax purposes. We express no
opinion regarding other federal or state tax consequences arising with respect to the Bonds.
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We have not been asked and have not undertaken to review the accuracy, completeness, or
sufficiency of the Official Statement or other offering material relating to the Bonds, and accordingly we
express no opinion with respect thereto.

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

Dated at Minneapolis, Minnesota, November __, 2010.
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CHARTERED

$
City of Bloomington, Minnesota
Taxable General Obligation Permanent Improvement
Revolving Fund Bonds of 2010, Series 44
(Build America Bonds — Direct Pay)

We have acted as bond counsel to the City of Bloomington, Minnesota (the “City”), in connection
with the issuance by the City of its Taxable General Obligation Permanent Improvement Revolving Fund
Bonds of 2010, Series 44 (Build America Bonds — Direct Pay) (the “Bonds”), originally dated as of
November _ , 2010, in the total principal amount of $ . For the purpose of rendering this
opinion we have examined certified copies of certain proceedings taken by the City in the authorization,
sale, and issuance of the Bonds, including the form of the Bonds, and certain other proceedings and
documents furnished by the City. From our examination of such proceedings and other documents,
assuming the genuineness of the signatures thereon and the accuracy of the facts stated therein, and based
upon laws, regulations, rulings, and decisions in effect on the date hereof, it is our opinion, as of the date
hereof, that;

1. The Bonds are in due form, have been duly executed and delivered, and are valid and
binding general obligations of the City, enforceable in accordance with their terms. The rights of the
owners of the Bonds and the enforceability of the Bonds may be limited by bankruptcy, insolvency,
reorganization, moratorium, and other similar laws affecting creditor’s rights generally and by equitable
principles, whether considered at law or in equity.

2. The principal of and interest on the Bonds are payable from special assessments levied or
to be levied on property specially benefited by local improvements and ad valorem taxes for the City’s
share of the cost of the improvements but, if necessary for the payment thereof, additional ad valorem
taxes are required by law to be levied on all taxable property in the City, which taxes are not subject to
any limitation as to rate or amount.

3. We express no opinion as to the status of the interest on the Bonds for federal or
state income tax purposes.

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

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

Dated at Minneapolis, Minnesota, November __, 2010.
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CHARTERED

$
City of Bloomington, Minnesota
General Obligation Capital Improvement Plan Bonds
Series 2010A

We have acted as bond counsel to the City of Bloomington, Minnesota (the “City”), in
connection with the issuance by the City of its General Obligation Improvement Bonds, Series 2010A
(the “Bonds™), originally dated as of November _, 2010, and issued in the original aggregate
principal amount of $ . For the purpose of rendering this opinion we have examined certified
copies of certain proceedings taken by the City in the authorization, sale, and issuance of the Bonds,
including the form of the Bonds, and certain other proceedings and documents furnished by the City.
From our examination of such proceedings and other documents, assuming the genuineness of the
signatures thereon and the accuracy of the facts stated therein and continuing compliance by the City with
its covenants to comply with the Internal Revenue Code of 1986, as amended, and applicable Treasury
Regulations promulgated thereunder, and based upon laws, regulations, rulings, and decisions in effect on
the date hereof, it is our opinion, as of the date hereof, that:

1 The Bonds have been duly authorized and executed, and are valid and binding general
obligations of the City, enforceable in accordance with their terms.

2. The principal of and interest on the Bonds are payable primarily from ad valorem
taxes levied by the City, but if necessary for the payment thereof additional ad valorem taxes are
required by law to be levied on all taxable property in the City, which taxes are not subject to any
limitation as to rate or amount.

3. Interest on the Bonds is excludable from gross income of the recipient for federal income
tax purposes and, to the same extent, is excludable from taxable net income of individuals, trusts, and
estates for Minnesota income tax purposes. Interest on the Bonds is not a preference item but is
includable in adjusted current earnings for purposes of the computation of the federal alternative
minimum tax or the computation of the Minnesota alternative minimum tax imposed on individuals, trusts
and estates. Such interest is subject to Minnesota franchise taxes on corporations (including financial
institutions) measured by income. The opinion set forth in this paragraph is subject to the condition that
the City comply with all requirements of the Internal Revenue Code of 1986, as amended, that must be
satisfied subsequent to the issuance of the Bonds in order that interest thereon be, or continue to be,
excludable from gross income for federal income tax purposes and from taxable net income for Minnesota
income tax purposes. The City has covenanted to comply with all such requirements. Failure to comply
with certain of such requirements may cause interest on the Bonds to be included in gross income for
federal income tax purposes and taxable net income for Minnesota income tax purposes retroactively to
the date of issuance of the Bonds. We express no opinion regarding tax consequences arising with
respect to the Bonds other than as expressly set forth herein.



4. The rights of the owners of the Bonds and the enforceability of the Bonds may be limited
by bankruptcy, insolvency, reorganization, moratorium, and other similar laws affecting creditor’s rights
generally and by equitable principles, whether considered at law or in equity.

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

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

Dated at Minneapolis, Minnesota, November __, 2010.



APPENDIX II
CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate, dated as of November __ , 2010 (the “Disclosure
Certificate”), is executed and delivered by the City of Bloomington, Minnesota (the “Issuer™) in
connection with the issuance by the Issuer of its [General Obligation Permanent Improvement Revolving
Fund Bonds of 2010, Series 44] or [Taxable General Obligation Permanent Improvement Revolving Fund
Bonds of 2010, Series 44 (Build America Bonds — Direct Pay)], in the original aggregate principal
amount of $ , and its General Obligation Capital Improvement Plan Bonds, Series 2010A, in the
original aggregate principal amount of $ (collectively, the “Bonds”). The Bonds are issued
pursuant to Ordinance No. 2010-___, Resolution No. 2010-___ and Resolution No. 2010-___ adopted by
the City Council of the Issuer on September 13, 2010, authorizing the issuance of the Bonds, and two
award resolutions, Resolution No. 2010- _ and Resolution No. 2010-___, adopted by the City Council
of the Issuer on October 4, 2010 (collectively, the “Resolutions™). Pursuant to the Resolutions, the Issuer
has covenanted and agreed to provide continuing disclosure of certain financial information and operating
data and timely notices of the occurrence of certain events. In addition, the Issuer hereby covenants and
agrees as follows:

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

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

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

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

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

“Final Official Statement” means, collectively, the deemed final Official Statement, dated
September 22, 2010, prepared with respect to the offer and sale of the Bonds, as supplemented by the
Addendum, dated , 2010, which together constitute the final official statement delivered in
connection with the Bonds, which is available from the MSRB.

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

“Holder” means any person in whose name any Bonds are registered or a beneficial owner of any
Bonds.

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

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

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

“Purchaser” means , the purchaser of the Bonds.

“Repository” means EMMA.

“Resolutions” has the meaning set forth in the first paragraph of this Disclosure Certificate.

“Rule” means Rule 15¢2-12(b)(5) promulgated by the SEC under the Securities Exchange Act
of 1934, 15 U.S.C. 77a-77jj, as the same may be amended from time to time, and including written
interpretations thereof by the SEC.

“SEC” means the Securities and Exchange Commission.

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

@) The Issuer shall provide, as soon as available, but not later than twelve (12) months after
the end of each Fiscal Year, commencing with the Fiscal Year that ends December 31, 2010, the
Repository with an Annual Report which is consistent with the requirements of Section 4 of this
Disclosure Certificate. The Annual Report may be submitted as a single document or as separate
documents comprising a package, and may cross-reference other information as provided in Section 4 of
this Disclosure Certificate; provided that the Audited Financial Statements of the Issuer may be submitted
separately from the balance of the Annual Report and will be submitted as soon as available.

(b) If the Issuer is unable or fails to provide to the Repositories an Annual Report by the date
required in subsection (a), the Issuer shall send a notice of that fact to the Repositories and the MSRB.

(© The Issuer shall determine each year prior to the date for providing the Annual Report the
name and address of the Repository.

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

1 City Property Values
2. City Indebtedness
3. City Tax Rates, Levies and Collections

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

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

Section 5. Reporting of Material Events.

@) This Section 5 shall govern the giving of notices of the occurrence of any of the
following events if material with respect to the Bonds:

1. Principal and interest payment delinquencies;
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2. Non-payment related defaults;

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

4, Unscheduled draws on credit enhancements reflecting financial difficulties;

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

6. Adverse tax opinions or events affecting the tax-exempt status of the security;

7. Modifications to rights of security holders;

8. Bond calls;

9. Defeasances;

10. Release, substitution or sale of property securing repayment of the securities; and

11. Rating changes.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Material Event, the Issuer
shall promptly file a notice of such occurrence with the Repository. Notwithstanding the foregoing,
notices of Material Events described in clauses (8) and (9) of subsection (a) need not be given under this
subsection any earlier than the notice (if any) of the underlying event is given to Holders of affected
Bonds pursuant to the Resolutions.

(©) The Issuer shall provide notice, in a timely manner to the Repository and the MSRB, of
the occurrence of any of the following events or conditions: (i) the amendment or supplementing of the
Disclosure Covenants pursuant to this Disclosure Certificate, together with a copy of such amendment or
supplement and any explanation provided by the Issuer under the Disclosure Covenants; (ii) the
termination of the obligations of the Issuer under the Disclosure Covenants pursuant to this Disclosure
Certificate; (iii) any change in the accounting principles pursuant to which the Audited Financial
Statements constituting a portion of the Disclosure Information are prepared; and (iv) any change in the
Fiscal Year of the Issuer.

(d) Unless otherwise required by law and subject to technical and economic feasibility, the Issuer
shall employ such methods of information transmission as shall be requested or recommended by the
Repository.

Section 6. EMMA. The SEC has designated EMMA as a nationally recognized municipal
securities information repository and the exclusive portal for complying with the continuing disclosure
requirements of the Rule. Until the EMMA system is amended or altered by the MSRB and the SEC, the
Issuer shall make all filings required under this Disclosure Certificate solely with EMMA.

Section 7. Termination of Reporting Obligation. The obligations of the Issuer under the
Resolutions and this Disclosure Certificate shall terminate upon the legal defeasance, or upon the
redemption or payment in full, of all the Bonds.

Section 8. Agent. The Issuer may, from time to time, appoint or engage a dissemination
agent to assist it in carrying out its obligations under the Resolutions and this Disclosure Certificate, and
may discharge any such agent, with or without appointing a successor dissemination agent.
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Section 9. Amendment; Waiver. Notwithstanding any other provision of the Resolutions or
this Disclosure Certificate, the Issuer may amend this Disclosure Certificate, and any provision of this
Disclosure Certificate may be waived, if such amendment or waiver is supported by an opinion of nationally
recognized bond counsel to the effect that such amendment or waiver would not, in and of itself, cause a
violation of the Rule. This Disclosure Certificate, or any provision hereof, shall be null and void in the event
that the Issuer delivers to the Repository, an opinion of nationally recognized bond counsel to the effect that
those portions of the Rule which require the Resolutions and this Disclosure Certificate are invalid, have been
repealed retroactively or otherwise do not apply to the Bonds. The provisions of the Resolutions and this
Disclosure Certificate may be amended without the consent of the Holders of the Bonds, but only upon the
delivery by the Issuer to the Repository of the proposed amendment and an opinion of nationally recognized
bond counsel to the effect that such amendment, and giving effect thereto, will not adversely affect the
compliance of the Resolutions and this Disclosure Certificate and by the Issuer with the Rule.

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

Section 11. Default. In the event of a failure of the Issuer to comply with any provision of
the Resolutions with respect to the continuing disclosure obligations of the Issuer or any provision of this
Disclosure Certificate, any Holder of the Bonds may take such actions as may be necessary and
appropriate, including seeking mandamus or specific performance by court order, to cause the Issuer to
comply with its obligations under the Resolutions (with respect to the continuing disclosure obligations of
the Issuer) or this Disclosure Certificate. A default under any provision of the Resolutions with respect to
the continuing disclosure obligations of the Issuer or a default under this Disclosure Certificate shall not
be deemed an event of default with respect to the Bonds and the sole remedy of the Holders shall be an
action to compel performance.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the

Issuer, the Participating Underwriters, and the Holders from time to time of the Bonds, and shall create no
rights in any other person or entity.
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Execution page of the Issuer to the Continuing Disclosure Certificate, dated as of
November _ , 2010.

CITY OF BLOOMINGTON, MINNESOTA

Mayor

City Manager
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APPENDIX Il

SUMMARY OF TAX LEVIES, PAYMENT PROVISIONS, AND
MINNESOTA REAL PROPERTY VALUATION
(effective through levy year 2009/payable year 2010)

Following is a summary of certain statutory provisions effective through levy year 2009/payable
year 2010 relative to tax levy procedures, tax payment and credit procedures, and the
mechanics of real property valuation. The summary does not purport to be inclusive of all such
provisions or of the specific provisions discussed, and is qualified by reference to the complete
text of applicable statutes, rules and regulations of the State of Minnesota.

Property Valuations (Chapter 273, Minnesota Statutes)

Assessor's Estimated Market Value. Each parcel of real property subject to taxation must, by
statute, be appraised at least once every five years as of January 2 of the year of appraisal.
With certain exceptions, all property is valued at its market value, which is the value the
assessor determines to be the price the property to be fairly worth, and which is referred to as
the “Estimated Market Value.”

Taxable Market Value. The Taxable Market Value is the value that property taxes are based
on, after all reductions, limitations, exemptions and deferrals. It is also the value used to
calculate a municipality’s legal debt limit.

Indicated Market Value. The Indicated Market Value is determined by dividing the Taxable
Market Value of a given year by the same year's sales ratio determined by the State
Department of Revenue. The Indicated Market Value serves to eliminate disparities between
individual assessors and equalize property values statewide.

Net Tax Capacity. The Net Tax Capacity is the value upon which net taxes are levied, extended
and collected. The Net Tax Capacity is computed by applying the class rate percentages
specific to each type of property classification against the Taxable Market Value. Class rate
percentages vary depending on the type of property as shown on the last page of this Appendix.
The formulas and class rates for converting Taxable Market Value to Net Tax Capacity
represent a basic element of the State's property tax relief system and are subject to annual
revisions by the State Legislature.

Property taxes are determined by multiplying the Net Tax Capacity by the tax capacity rate, plus
multiplying the referendum market value by the market value rate.

Property Tax Payments and Delinquencies
(Chapters 275, 276, 277, 279-282 and 549, Minnesota Statutes)

Ad valorem property taxes levied by local governments in Minnesota are extended and collected
by the various counties within the State. Each taxing jurisdiction is required to certify the annual
tax levy to the county auditor within five (5) working days after December 20 of the year
preceding the collection year. A listing of property taxes due is prepared by the county auditor
and turned over to the county treasurer on or before the first business day in March.

The county treasurer is responsible for collecting all property taxes within the county. Real
estate and personal property tax statements are mailed out by March 31. One-half (1/2) of the
taxes on real property is due on or before May 15. The remainder is due on or before
October 15. Real property taxes not paid by their due date are assessed a penalty that,
depending on the type of property, increases from 2% to 4% on the day after the due date. In
the case of the first installment of real property taxes due May 15, the penalty increases to 4%
or 8% on June 1. Thereafter, an additional 1% penalty shall accrue each month through
October 1 of the collection year for unpaid real property taxes. In the case of the second
installment of real property taxes due October 15, the penalty increases to 6% or 8% on
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November 1 and increases again to 8% or 12% on December 1. Personal property taxes
remaining unpaid on May 16 are deemed to be delinquent and a penalty of 8% attaches to the
unpaid tax. However, personal property that is owned by a tax-exempt entity, but is treated as
taxable by virtue of a lease agreement, is subject to the same delinquent property tax penalties
as real property.

On the first business day of January of the year following collection all delinquencies are subject
to an additional 2% penalty, and those delinquencies outstanding as of February 15 are filed for
a tax lien judgment with the district court. By March 20 the county auditor files a publication of
legal action and a mailing of notice of action to delinquent parties. Those property interests not
responding to this notice have judgment entered for the amount of the delinquency and
associated penalties. The amount of the judgment is subject to a variable interest determined
annually by the Department of Revenue, and equal to the adjusted prime rate charged by banks
but in no event is the rate less than 10% or more than 14%.

Property owners subject to a tax lien judgment generally have five years (5) in the case of all
property located outside of cities or in the case of residential homestead, agricultural homestead
and seasonal residential recreational property located within cities or three (3) years with
respect to other types of property to redeem the property. After expiration of the redemption
period, unredeemed properties are declared tax forfeit with title held in trust by the State of
Minnesota for the respective taxing districts. The county auditor, or equivalent thereof, then
sells those properties not claimed for a public purpose at auction. The net proceeds of the sale
are first dedicated to the satisfaction of outstanding special assessments on the parcel, with any
remaining balance in most cases being divided on the following basis: county - 40%; town or
city - 20%; and school district - 40%.

Property Tax Credits (Chapter 273, Minnesota Statutes)

In addition to adjusting the taxable value for various property types, primary elements of
Minnesota's property tax relief system are: property tax levy reduction aids; the circuit breaker
credit, which relates property taxes to income and provides relief on a sliding income scale; and
targeted tax relief, which is aimed primarily at easing the effect of significant tax increases. The
circuit breaker credit and targeted credits are reimbursed to the taxpayer upon application by
the taxpayer. Property tax levy reduction aid includes educational aids, local governmental aid,
equalization aid, county program aid and disparity reduction aid.

Levy Limitations for Counties and Cities (Chapter 275)

The 2008 Legislature enacted provisions to establish levy limitations for taxes levied
for collection in 2009, 2010, and 2011. Basically, levy increases for cities over 2,500 population
and for counties are limited to its levy aid base or levy limit base for collection in the prior
year, (1) plus the lesser of 3.9 percent or the percentage growth in the implicit price
deflator, (2) plus an adjustment for population increases and (3) plus increases in taxable
market value due to new construction of certain class 3 property (commercial/industrial).

Certain property tax levies are authorized outside of the new overall levy limitations
(“special levies”). Special levies can be made outside of levy limits for multiple purposes
including, but not limited to, bonded indebtedness, certificates of indebtedness, tax or aid
anticipation certificates of indebtedness, and to provide for the bonded indebtedness portion of
payments made to another political subdivision of the State of Minnesota. In order to receive
approval for any special levy claims outside of the overall levy limitation, requests for
such special levies must be submitted to the Commissioner of Revenue by the date specified in
the year in which the levy is to be made for collection in the following year. The Commissioner
of Revenue has the authority to approve, reduce, or deny a special levy request.
Final adjustments to all levies must be made by the Department of Revenue on or before
December 10. (275.74)
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Debt Limitations

All Minnesota municipalities (counties, cities, towns and school districts) are subject to statutory
“net debt” limitations under the provisions of Minnesota Statutes, Section 475.53. Net debt is
defined as the amount remaining after deducting from gross debt the amount of current
revenues that are applicable within the current fiscal year to the payment of any debt and the
aggregate of the principal of the following:

1. Obligations issued for improvements that are payable wholly or partially from the
proceeds of special assessments levied upon benefited property.

Warrants or orders having no definite or fixed maturity.
Obligations payable wholly from the income from revenue producing conveniences.
Obligations issued to create or maintain a permanent improvement revolving fund.

a bk~ wDwn

Obligations issued for the acquisition and betterment of public waterworks systems,
and public lighting, heating or power systems, and any combination thereof, or for any
other public convenience from which revenue is or may be derived.

o

Certain debt service loans and capital loans made to school districts.
Certain obligations to repay loans.

Obligations specifically excluded under the provisions of law authorizing their
issuance.

9. Certain obligations to pay pension fund liabilities.

10. Debt service funds for the payment of principal and interest on obligations other than
those described above.

11. Obligations issued to pay judgments against the municipality.

Levies for General Obligation Debt
(Sections 475.61 and 475.74, Minnesota Statutes)

Any municipality that issues general obligation debt must, at the time of issuance, certify levies
to the county auditor of the county(ies) within which the municipality is situated. Such levies
shall be in an amount that if collected in full will, together with estimates of other revenues
pledged for payment of the obligations, produce at least five percent in excess of the amount
needed to pay principal and interest when due. Notwithstanding any other limitations upon the
ability of a taxing unit to levy taxes, its ability to levy taxes for a deficiency in prior levies for
payment of general obligation indebtedness is without limitation as to rate or amount.

Metropolitan Revenue Distribution (Chapter 473F, Minnesota Statutes)
“Fiscal Disparities Law”

The Charles R. Weaver Metropolitan Revenue Distribution Act, more commonly known as
“Fiscal Disparities,” was first implemented for taxes payable in 1975. Forty percent of the
increase in commercial-industrial (including public utility and railroad) net tax capacity valuation
since 1971 in each assessment district in the Minneapolis/St. Paul seven-county metropolitan
area (Anoka, Carver, Dakota, excluding the City of Northfield, Hennepin, Ramsey, Scott,
excluding the City of New Prague, and Washington Counties) is contributed to an area-wide tax
base. A distribution index, based on the factors of population and real property market value
per capita, is employed in determining what proportion of the net tax capacity value in the area-
wide tax base shall be distributed back to each assessment district.
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STATUTORY FORMULAE: CONVERSION OF TAXABLE MARKET VALUE (TMV) TO
NET TAX CAPACITY FOR MAJOR PROPERTY CLASSIFICATIONS

Local Tax Local Tax Local Tax Local Tax Local Tax
Payable Payable Payable Payable Payable

Property Type 2006 2007 2008 2009 2010
Residential Homestead (1a)
Up to $500,000 1.00% 1.00% 1.00% 1.00% 1.00%
Over $500,000 1.25% 1.25% 1.25% 1.25% 1.25%
Residential Non-homestead
Single Unit
Up to $500,000 1.00% 1.00% 1.00% 1.00% 1.00%
Over $500,000 1.25% 1.25% 1.25% 1.25% 1.25%
1-3 unit and undeveloped land (4b1) 1.25% 1.25% 1.25% 1.25% 1.25%
Market Rate Apartments
Regular (4b1) 1.25% 1.25% 1.25% 1.25% 1.25%
Low-Income (4d) 0.75% 0.75% 0.75% 0.75% 0.75%
Commercial/lndustrial/Public Utility (3a)
Up to $150,000 1.50% 1.50% 1.50%" 1.50%" 1.50%"
Over $150,000 2.00% 2.00% 2.00%" 2.00%" 2.00%"
Electric Generation Machinery 2.00% 2.00% 2.00% 2.00% 2.00%

Commercial Seasonal Residential
Homestead Resorts (1c)

Up to $600,000° 1.00% 0.55% 0.55% 0.50% 0.50%

$600,000 - $2,300,000° 1.25% 1.00% 1.00% 1.00% 1.00%

Over $2,300,000° 1.25% 1.25% 1.25%" 1.25%" 1.25%"

Seasonal Resorts (4c)

Up to $500,000 1.00% 1.00% 1.00%" 1.00%" 1.00%"

Over $500,000 1.25% 1.25% 1.25%" 1.25%" 1.25%"
Non-Commercial (4cl)

Up to $500,000 1.00%" 1.00%" 1.00%*"2 1.00%"2 1.00%"2

Over $500,000 1.25%" 1.25%" 1.25%"2 1.259%"2 1.25%"2
Disabled Homestead (1b)

Up to $50,000° 0.45% 0.45% 0.45% 0.45% 0.45%

$50,000 to $500,000° 1.00% 1.00% 1.00% 1.00% 1.00%

Over $500,000 1.25% 1.25% 1.25% 1.25% 1.25%

Agricultural Land & Buildings
Homestead (2a)

Up to $500,000 1.00%* 1.00%* 1.00% 1.00% 1.00%

Over $500,000 1.00%" 1.00%" 1.25% 1.25% 1.25%
Remainder of Farm

Up to $1,010,000" 0.55%" 0.55%" 0.55%> 0.50%> 0.50%?

Over $1,010,000* 1.00%" 1.00%" 1.00%?> 1.00%?> 1.00%?>
Non-homestead (2b) 1.00%" 1.00%" 1.00%2 1.00%2 1.00%2

Subject to the State General Property Tax.
Exempt from referendum market value tax.
2008 legislative increases.
2009 legislative increases.

A W N P
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APPENDIX IV
EXCERPT OF 2009 ANNUAL FINANCIAL STATEMENTS

The City's financial statements are audited annually by the independent certified public
accounting firm HLB Tautges Redpath, Ltd. in conformance with generally accepted accounting
principles. Data on the following pages was extracted from the City's audited financial
statements for the fiscal year ended December 31, 2009. The reader should be aware that the
complete audit may contain additional information which may interpret, explain or modify the
data presented here. The City's CAFRs can be found at http://www.ci.bloomington.mn.us/.

The City's comprehensive annual financial report (“CAFR”) for the year ended December 31,
2008, was awarded the Certificate of Achievement for Excellence in Financial Reporting by the
Government Finance Officers Association of the United States and Canada (GFOA). The
Certificate of Achievement is the highest form of recognition for excellence in state and local
government financial reporting. The City plans to submit its 2009 CAFR to GFOA for review.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. Such CAFR must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has received the
Certificate of Achievement each year since 1972.
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HLB Tautges Redpath, Lid.

Certitied Publiz Accoustanis and Cansuizants

INDEPENDENT AUDITORS REPORT

To the Hozorahle Mayor and
Members of the City Coumei}
City of Bioomiington, Minnesota

We have audited the accompanymg financial statements cf the governmental activities, the
business-type activities, the aggregale discretely presented companent imits, each major fund,
and the aggregate remaining fund information of the City of Bioomingten, Minnesota, as of
and for the year ended Decemnber 3%, 2009, which coliectively comprise the City of
Bloomington, Minnesata’s basic financial statements as listed in the tzble of comtents. These
financial statements are the responsibility of the City of Bloomington, Minnesota’s
management. Onr tesponsibility is to express opinions on these financial statements based on
our audit.

We conducted our andit in accordance with auditing standards generally accepted in the
United Staxtes of America and the standards applicable to financial audits contamed in
Governmen! Audifing Standards, issued by the Comptroller General of the Urnted States.
Those stapdards require that we plan and perform the andit to obtain reasonsble assurance
about whether the financial statements are free of material misstaternent.  An zudit meludes
examiming, on a test basis, evidence supporting the amommts and disclosuzes in the financial
statements. An audit also inciudes assessing the accounting principles used and the significant
esiimates made by management, as weil as evaluaring the overall financial statement
presentation. 'We believe that our audit provides a reasonabie basis for our opimons.

In our opinior, the financial statemenis referred 1o above present fairly, in alf maerial
respects, the respective financial position of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fimd, and the
agprepate remagining fund information of the City of Bloomington, Minnesata, as of December
31,2009, and the respective changes i financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accownting principles generally accepted in
the United States of AmeTica.

In accordance with Governmernt Auditing Standards, we have also issued our report dated
June 73, 2010 on our consideration of the City of Bioomington, Mirmesota”s internai contro}
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulafions, contracts and grant agreements and other matters. The prrpose of that report is to
describe the scope of owr testing of intemal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the interns] control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government duditing Standards and should be considered in assessing the
resulis of our audit.

‘The Management’s Discussion and Analysis and budgetary comparison information as listed
in the table of contents, are not a required parl of the basic financial siatements but are
supplementary information required by accounting principles generslly accepted in the United
States of America. We have applied certain }imited procedures, which consisted principaily of
inquiries of management regarding the methods of measurement and presentation of the
required sapplementary informatien. However, we did not audit the information and express
no opinion on it

Onr zudit was conducted for the purpose of forming apiniens on the financial statements that
collectively comprise the City of Bloomington, Minnesota’s basic financial statements. The
introductory section, supplementary information, other suppiementary information and statistical
section are presented for purpases of additional analtysis and are not 2 required part of the basic
financial statements, The suppiementary information and other supplementary information have
been subjecied to the auditing procedures applied in the andit of the basic financia) statements
and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as ¢ whole. The muoductory and statistical sections bave not been subjected 1o
the anditing procedires applied in the audit of the basic financial starements and, accordingly, we

express o opinion on them.

Ve Tautsee Bdyord?, L2

HLB TAUTGES REDPATH, L.TD.
White Bear Lake, Minnesota

Jome 23, 2010
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ASSETS

Cash, cash equivalents, and investments
Receivables, net
Prepaid tems
Due from primary government
Due frem component units
Lease receivable
Inventory
Other assets
internal balances
Capitai assets, net of related depreciation:
Land - nondepreciable
Buildings and structures
Machinery and equiprment
improvements
Distribution system
Infrastructure
Tota! asseis

LIABILITIES

Accounts payable and other current liabilities
Accrued interest payable
Uneamed revenue
Due to component units
Due to primary government
Norncurrent fiablities:
Due te primary governmert -
Beonds payabie due in more than one year
Due within one year
Due in more than one year
Total liabiities

NET ASSETS

invested in capital assets, net of related debt
Restricted for:
Debt service
Trust
Bond covenants
Unrestricted
Total net assets

See notes {o the basic financial staternents.

CiTY OF BLOOMINGTON, MINNESOTA
Statement of Net Assets
Decernber 31, 2009

Primary Government

Component Units

Housing and

Governmenta} Business-iype Part Redeveiopment

Activities Activities Totat Authority Authority
§ 135,886,279 $ 14,115,960 $ 150,002,239 51,072,093 H 5,289,792
30,817.834 4,209,744 35,027,578 283,072 6,907,695
520,505 - 520,505 862,746 B
- - - 5,177,990 95,302
12,624,198 578 12,624,776 - -
. - - 5,885,000 -
275,385 224,211 499,596 5,273,000 6,145,456
156,584 88,161 244,745 34,187 331.271
2,601,240 {2,601,240) - B -
87,832,879 4,714,616 92,547,495 - 1,470,000
41,565,175 21,805,138 63,370,313 - 1,889,199
13,399,804 901,241 14,301,045 - -
3,617,430 2,979,060 8,596,480 - B
- 53,131,218 53,131,218 - -
147.583,912 - 147,583.912 - -
476,681,225 99,568,687 576,449,912 68,638,088 22,128,715
6,857,295 1,213,211 8,070,506 34,402 100,236
774,441 10,465 784,906 181,128 -
876,386 24,557 900,943 25,438 328,963
5,273,292 - 5,273,292 - B
- . " 7,029,481 933,564
- - - - 4,661,731
5,344,342 160,000 5,504,342 1,150,000 -
65,800,210 455,000 86,255 210 14,520.000 1,574,720
84,925 966 1.863,233 86.789.1499 22,940 449 7,599 214
235,909,200 82,916,273 318,825,473 " 1,784,479
31,260,298 . 31,260,298 4,134,085 2,077,810
974,753 - 974,753 - -
- 183,500 183,500 - -
123,811,008 14,605,681 t38 416 689 41613.554 10,667,212
$ 3891.955.259 $ 97705454 5 AB9.660. 713 45,747 639 3 14,529,501
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CiTY OF BLOOMINGTON, MINNESOTA
Statement of Activities
Year Ended December 31, 2009

Program Revenues

Pemary Gavernment

Neat gEngns&i Revenue and Changes n Net Assels

Gomponent Units

Operating Capital Houséing and
Chaerges for Grants and Grants and Govarnmenial Businaess-lype Port Redevelgpment
Functions/Programs Expenses Senvices Contributions Contributions Activities Activities Total Authority Authority
Primary Govaernment:
Governmental activities:
Ganetal Services L] 8,832,823 k] 2,716,248 8 14,390 3 - 3 {6,202,285) k- - 5 (6,202,285} 3 - % -
Developrment Sarvices 10,440,313 2,833 463 1,662,138 38,860 {6,016,851) - {6,016,8517) - -
Public Worke 18,483,155 1,275,586 100,070 16,205,514 1,098,015 - 4,098,045 - -
Pubtic Safaty 23,123,311 759,798 965,629 1,383 (21.396,501) - {(21,396,501) - .
Community Services 11,501,567 2,165,263 2,899,268 205,013 (6,231,923} - {€,231,523) - -
Interest on tong-term debt 1,071,011 - - - (1,071,011} - {1,074,011) - -
Totel governmental sctivitiea 71,552,280 9,750,358 5,532 596 16,448,770 {39,82(,556% - {39,620, 5586) - -
Business-type activities:
WateriWastewater Utility 21,005,746 21,262,140 - - - 166,394 166,194 - -
Stlorm Water Utility 2,040,357 4,463,832 - - - 1,523,475 1,523,475 - -
Racreational Faciities 5,180,193 3,684,045 30,360 - . (1,448,778} (1,448,778} . .
Solid Waste Management 1,115,481 1,04%,06% - - - (74,420} (74,420} - -
Cantractual Police 508,585 52%,247 - - - 12,8662 +2,662 " -
Motor Vehicle 566 461 428,988 - - - {137 4671} {137 463) - -
Totat business-type activities 31,406,823 31,411,324 38,369 - 5 43,870 43,870 - -
Totat primary government 3 10;2&959!103 3 41,161,682 $ 5571965 % 16,448,770 (39,820,556} 43,870 {39,776,686) - -
Component uniis:
Port Authority $ 13,041,185 $ - 8 - § “ . . - £43,041,185) .
Housing and Redevelopment Authotity 9,559,721 1,470,064 4,227 880 206,733 - - - = {3,565,044)
Total component Linits $ 22,600,906 5 1470064 & 4227880  § 206,733 . . . (13,041,185} (3,565,044}
Genaral revenues:
Praperty taxes 41,263,207 872,387 42,135,594 8,511,728 3,201,856
Busingss taxes 5,B0B,66R . 5,808,668 4,214,595 -
Grants and contributions not restricted 1,178,388 - 1,179,388 - -
Gain on sale of capital assets 7,491 809 8,300 - -
Interest and investment samings 2,649,119 272,539 2,821,658 1,224,368 46,041
Transtars (265,927} 265,927 - - -
Total general revenuss and transfers 50,841,848 1,411,662 52,053,608 13,851,002 3,247 937
Change in nat agsets 10,821,380 1,455 532 12,276,922 0% 907 {317,047)
Net apsets - January 1 384,872,808 96,240,922 481,122,830 40,623,705 14,846 548
Prlor period adjustment - aea Note 15 3,739,039} - (3,739,039} 4,214,027 -
Net aesefs - January 1, as reatated 381,133,880 98,249,922 477,383,791 44,837,732 14,848,548
Net assefs - December 31 § 291,955,258 $ 07,705,454 $ 489,660,713 $ 45,747 638 $ 14,520,501

See notes {o the basic financial statements,




CITY OF BLOOMINGTON, MINNESQTA

MAJOR GOVERNMENTAL FUNDS

GENERAL FUND

This fund accounts for afl unrestricted resources except those required to be accounted for in another
fund.

SPECIAL REVENUE FUNDS

Special revenue funds are established to account for taxes and other revenues set aside for a
particular purpose.

Community Devetopment Block Grant Fund - This fund was established to account for funds received
under Titie | of the Housing and Community Development Act of 1974,

DEBT SERVICE FUNDS

Debt service funds account for the accumnulation of resources for and payment of general long-term
debt principai and interest.

Genera Obligation Bonds Fund ~ This fund is used to account for the accumutlation of resources for
payment of general obligation bonds and interest thereon.

improvement Bonds Fund ~ This fund is used to account for the accumutation of resources for
payment of principal and interest on general obligation improvement bonds.

CAPITAL PROJECTS FUNDS

Capital projects funds are used to account for the construction and financing of large capitaf projects.

Capital Projects Fund ~ This fund accounts for funds and monies required for financing tand
acquisitions, construction and equipment related to public facilities.

Iimprovement Construction Fund — This fund accounts for the proceeds of bonds sold for the purpose
of street, sewer and water construction.

State Aid Construction Fund — This fund accounts for the state allotment of gasoline tax collections for
road construction.
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CITY OF BLOOMINGTON, MINNESOTA

ASSETS
Cash, cash equivalents and investrents
Accrued interest receivable
Texes receivabie
Accounts receivable
Martgages receivable
Due from cther funds
Due from component uniis
Speclal assesaments raceivable
Tolal assets

LIABILITIES AND FUND BALANCES
Liabitifies:

Accounts payabte

Retainage payable

Due to other funds

Due fo cornponant units

Deferred revenue

Deposits payable

Total ebilities

Fund Balances;
Resarved for:
Encumbrances
Trust
Debt service
Unreservad, designated, reported in;
Generat fund
Speciat revenue
Capltal projects
Total fund balances
Total liebiittles and fund balances

Bee notes to the basic financial atatements,

Balance Sheet
Govarnmentat Funds
December 31, 2009

Cornmunity Genaral Nonmajor Totai
Gengral Devalopment Orbligation improvement Capitai improvement Siate Ald Governmenial Governmental

Fund Block Grant Bonds Bands Projects Construction Construction Funds Funds
§ 21,405,485 ] 168 $ 1,401,638 $ 9,300,481 $ 40,203,687 § 19,116,460 $ 8246910 § 8,597,784 $ 108,272,631
124,885 - 7,432 52,882 245,980 118,812 57,349 51,689 658,949
726,633 - 2,763 34,6874 - 6,278 - 1,360 771,906
1,164,341 76,487 - - 375,000 - 119,069 684,264 2,420,091
- 7,312,275 - - - - - - 7,312,275
122,163 - - - 1,797,481 B - - 1,010,644
224,822 - w - 6,932,645 - B " 7,157,467
26,404 - - 19,448,042 - » - - 19,474,446
§ 23,784,733 3 7,338,948 § 1,411,833 3 28‘83'632'79 $ 49,554,803 3 19,241 548 $ 8,424,258 $ 8335007 $ 147 987,408
¥ 2,004,788 g 20,524 § 91 $ 45,776 $ 2,234 ) 146,444 § 607,818 3 220,680 $ 3,338,363
- “ - B 8,345 432,105 319,649 - 760,389
- 8,000 - - - 1,171,849 - 18,504 1,196,149
587,220 48,148 - - 4,611,923 - - 26,000 5,273,292
1,200,565 7,312,275 - 19,448,042 : - ~ B 260,783 26,221,665
- - - - - - - 558,810 556,810
3,882,573 7,368,948 91 19,463,618 4,622,502 1,750,268 1,127 685 1,080,883 39,346,768
261,546 - - - B - - - 261,546
- . - - B . - 974,753 974,753
- - 1,411,742 8,342 4681 - e - 832,484 11,588,697
19,650,814 - - “ B - - - 49,650,614
- - - - - - - 4,615,480 4,615,480
- - - - 44,832,301 17,491,280 7,206,693 1,831,397 71,651,651
18,912,160 - 1,411,742 9,342 461 44,932 301 17,491,260 7,206,503 8,254,124 108,640,641
3 23,794,733 $ 7,388,048 $ 1411833 §$ 28,636,279 $ 49,554 BO3 $ 19,241,548 § 8424258 S 0,335,047 $ 147,987,409




CITY OF BLOOMINGTON, MINNESQOTA

Reconciliation of the Govemmental Funds Balance Sheet

10 the Statement of Net Assels
December 31, 2009

FUND BALANCE - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in govemmenta! funds are not current financial resources
and, therefore, are not reporied as assets in governmental funds:

Cost of capital assets
Less accurmulated depreciation

Govemmentat funds do not repart a liability for accrued interest untii due and payable.

Internal service funds are used by management to charge the costs of
various services provided to individual funds. The assets and liabilities of
the intermal service funds are included in governmentat activities in the
Statement of Net Assets.

intemal service fund net assets per statements
Add atlocation to business-type activities

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

A portion of the anrual required contribution far other post empioyment benefits was
rot paid in the current period and therefore not reported in the governmental funds.

Issuance costs are reported as expenditures in the govemmental funds at the time
of issuance. In the Statemen: of Net Assets, these costs are amortized over the
fife of the debt issue. Bond premiums are reporied as other financing sources in
the governmental funds at the time of issuance. in the Statement of Net Assets,
these costs are amortized over the life of the debt issue.

Amourts due from component units-bonds payable are not reflected in the
govemmental funds and, therefore, must be added to reconcile to the total
net assets of governmental activities.

Other long-termn assets reiated to definguent property taxes, land held for resale, and

special assessments are not available to pay for current period expenditures and,
therefore, are deferred in the govemmental funds.

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See notes to the basic financial statements.
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$ 108,640,641

$ 327,489,438
(89,699,541) 237,789,807
(774.441)

64,213,544
2,488,947 66,702,491
(52,205,000)
{1,267,709)
257,473
5,466,730
27,345.277
$ 391,955,259
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CITY OF BELOOMINGTON, MINNESOTA

Siatermnent of Revenues, Expenditures, and Changes in Fund Balances

REVENUES

Property taxes

Fiscal disparities

Speciat aszessments

Lodging and admissions fax

Business ficenses

Fines and forfeilures

imMerpovemmantal

Program income

inerest

Met change in fair value of investments

Other

Franchise fees

Other contractual component unit
Total revenues

EXPENDITURES

Curent:
General services
Development services
Public works
Pubtfic safety
Community services

Deht service;
Administrative charges
Interest
Principa! retiremant

Cepital oullay:
Development services
Pukiic works
Public safety
Community services
Total expenditures

Excess {deficiency) of
revenues aver {under} expendiures

OTHER FINANCING SOURCES (USES)
Transfers from othar funds
Trans{ers o other funds
lssuance of debt
Disoouni on bonds issued
Tota! other financing
sources {uses)

Net change in fund balance
Fund batance - January 1
Prior pertad adjustment - sea Nota 15
Fund balancs - January 1, as restated

Fund batance - Decembear 31

See notes 1o tha basic financlal statements,

Govemmental Funds
Year Ended December 31, 2009

Community General Nonmajor Totai
General Development Ohbligation improvement Capital Improverment State Aid Governmentai Govemmental
Fund Block Grant Bonds Bonds Projects Congtruction Construction Funds Funds

$ 33,318,437 5 - 3 730,674 § 2217887 $ 350,787 § 1,468,451 $ - $ 266,601 § 38375727
2,531,830 - 44,149 182,695 - 125,301t - 21,0979 2,905,754
36,880 - - 2,838,610 - - - - 2,873,470
5,808,668 - - - - - - - 5,808,668
3,732 882 - - . - - - - 3,732,882
1,010,988 - - - - - - 174,725 1,185,741
2,081,556 399,596 - - 361,818 1,546,078 2,855,875 2,046,159 8,120,682
2,334,387 251,357 - - . - - 140,378 2,728,102
382,800 - 28,036 191,467 1,486,577 558,711 255,427 250,313 3,151,331
(223.8670) - {0,486} {71,146) (413,640} {184,425) {84,542} 164,231} 1,051,110}
411,232 - - - (10,157) 1,675 1,793,811 1,303,924 3,580,685

- “ - - - - B 1,057,138 1,057,138

- - - - 5,043 7681 - - - 5,043,761
51,435,748 650,853 800,373 5,357, M43 6,847,946 3,516,804 4620371 5,287 086 78,516,811
5,510,887 - v 471,530 - 12,937 - 20,501 6,024,884
5,849,500 827,413 - - 388,876 779,775 - 270327 7,996,300
11.561.881 - . - - 150,354 - 35,615 11,756.830
21,588,450 . - - - - - 1,028,585 22,617,035
6,484,527 - - - - - - 2,269,529 10,754,056
e - 1,143 73,170 - - - 2,619 76,832

- " 217,500 +,356,669 - 51,040 - 311,380 1,836,789

- - 305,000 3,465,000 - - - 840,000" 4,810,000

- - - - 125,605 3,058,082 - " 3,182,677

53,445 " - - " 5,522,092 4,210,683 - 9,787,120
63,405 - - - - - - 62,266 125,671

- - - - 47,476 - - 865,402 012,968
53221484 827,413 523643 5,366,578 642 047 9,583,080 4,210,883 5,706,314 .19.781,242
{1,785,736) 23,540 278,730 {9,235) 6,305,609 {6,066,089) 405,688 {419,228} {1,284,431)
2,645,128 - - 411,260 - 3,583,850 55,000 1,165,289 7.880,345
(652,250) {23,540) - {411,260} {4,847 163} {3,583,650) - (1,286,454} {10,804,337)

- - - 75,000 - 7,780,000 - - 7.835.000

- d : - . (58,155) - - {59,155}

1,992 6768 {23,540} - 75,000 {4,847 163} 7.700,845 55,000 {121, 185) 4,831,853
207,140 - 276,730 65,785 1,458,738 1,634,758 404,688 {540,300} 3,567 422
18,705,020 - 1,135,012 0,276,606 47,661 592 15,381,516 B,831,805 B,820,517 108,612,258
- - - - {4,188,027) 474,988 - {26,000) 3,730,038
19,705,020 - 1,135,012 0276 608 43,473 565 15,858,504 §.831,905 8,794 517 105,073,219
$ 1%&12,130 $ - $ 1411742 $ 0342481 $ 44832 1301 $ 17491260 § 75296.593 $  B.254,124 § 108,840,641




CITY OF BLOOMINGTON, MINNESOTA
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of
Governmental Funds {o the Statement of Activities
Year Ended December 31, 2009

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUND5 3 (171,617}

Amounts reported for governmenta! activities in the Statement of Actvities
are different because:

Govemmental funds report capital outlay as expenditures. However, in the
Statement of Activiies, the cost of these assets is capitalized {subject 1o the City's
capitalization policy} and depreciated over their estimated useful lives and reported
as depreciation expense. Losses on disposal of capital assefs are not reported in the

fund statements.
Capital outlays $ 14,008,438
Capital outlay not capitalized {301,677}
Depreciation expense {7,301,557)
Loss on disposal of assets {(47,269) 6,357,933

The issuance of long-term debi {e.g., bonds payabie) provides current financial
resources to governmentai funds, while the repayment of the principal of
long-term debt consumes the current financial resources of governmentat funds.
Neither transaction, however, has any effect on net assets,

Debi issued {7,835,000}
Principai paid 4,610,000 {3,225,000)

Governmental funds report the effect of premiums, discounts, and issuance costs
when debt is first issued, whereas these amounts are deferred and amorized in
the Statement of Activities. . 140,797

Some expenses reported in the Statement of Activities does not require the use of cumment
financial resources and, therefore are not reported as expenditures in the governmentai {731,883)
funds. This inciudes the change in accrued interest payable and the net other post
empicyment benefits (OPEB) obiigation.

Internal service funds are used by management 1o charge the costs of
various services provided o individual funds. The net revenues of certain
activifies of infernal service funds are reported with governmentai activities.

Change in intemnal service fund net assets per statements 2,075,457
Add allocation to business-type activities 125,650 2,201,107

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the funds. 3,400,334

interest revenue on Due from Component Units is not recorded in the governmentai funds
untit received, but reparted in the Statement of Activities when eamed. {19,320}

Repaymenis of Due from Component Units are treated as revenues in the govemmental funds
but reported as a reduction of the receivable in the Statement of Net Assets. Bond proceeds
ioaned to the component unit are treated as expenditures in the gavemmental funds

but reported as an increase in the receivable in the Statement of Net Assats. (840,000}
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 7,082,351

See notes to the basic financial statements.
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CITY OF BLOOMINGTON, MINNESOTA

MAJOR ENTERPRISE FUNDS

ENTERPRISE FUNDS

Enterprise funds are used fo account for operations that are financed and operated in a manner
simiiar to private business enterprises where the intent is that the costs are to be recovered primarily
through user charges.

Water/MWastewater Utility Fund - This fund accounts for the operations of the City-owned water and
sewer systems.

Storm Water Utility Fund - This fund accounts for the operations and improvements of the storm water
drainage system. The storm water refunding bond issue of 1999 is included as part of this fund since
revenues of the Storm Water Utility Fund are pledged to pay principal and interest on these bonds.

Recreational Facilities Fund - This fund accounts for the operations of the City's ice garden, goif
courses, aquatic recreation facififies and art center operations.

IV-10
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ASSETS
Current assets:
Cash and cash equivalents
Accrued interest recaivable
Taxes recaivable
Accounts receivable
Other assets
Due from other funds
Due from component units
tnventory
Total current assels
Noncurrent assats:
Land
Bulldings and structuras
Machinary and equipment
tmprovements
Distribution system
Accurmuletad depreciation
Total noncurrent assets
Total assets

LIABILITIES
Current iabiitias:
Accounts payable
Eslimated claims payable
Due 1o other funds
Uneamed revenue
Bonds payabie
Capita! leasa payebla
Accrued interest payable
Deposits payable
Total cunrent Habllities
Noncurrent liabilities:
Benefits payable
Bonds payable
Capltal lease payable
Depaosits payable
Totel noncurrant lisbililies
Tetal liabilities

NET ASSETS
Invested in capHal assats, net of related debt
Restricted - other purposes
Unrestricted

Totat net assets

Sse notes to the basic financiat slatements.

CITY OF BLOOMINGTON, MINNESOTA
Staternent of Fund Net Assots

Proprietary Funds
Decembser 31, 2009
Govemmenlai
Businese-type Activitles - Enterprise Funds Activitios -
Nanmajor Intarnal
Water/Wastewater Storm Water Recreational Proprietary Service
Utility Utility Facilitios Fuynds Total Funds
$ 7862722 $ 3961338 $ 1,816,401 $ 475,414 3 14115960 3 27613648
47,674 27,259 11,025 3,283 80,221 175,179
25,211 - 3,047 14,584 43,722 -
2,973,809 731,980 99,830 271,183 4,076,802 4,991
85,733 - 2428 - 88,161 419,716
611,202 - - - 611,202 -
578 - - - 578 -
224.21% ~ - - 224,211 275,387
11,831,140 4,720,575 1,033,721 764,421 19,249,857 28,488 021
2,280,001 476,858 1,955,757 - 4,714,616 11,432,262
18,386,132 791,498 14,558,508 - 33,736,138 30,747,111
1,224,562 38,004 1,101,551 91,863 2,454,070 28,555,875
2,117,458 1,808,425 2,086,508 - 6,112,478 386,687
67,387,507 25,058,501 m - 112,446,008 -
{58,040,508) (7,815,081} 10,000,354} {76,114) {75,832,038} (23,882,626)
53,355,151 20,458,315 9,702,058 15,749 83,531,273 56,209‘304
05,186,290 25,178,890 11,635,779 780,170 102,781,130 84,698,225
825,339 45,358 80,841 92,129 1,153,667 1,563,273
- - - . - 1,227,705
- - 625,832 97,663 723,485 811,202
- “ 24 557 - 24,557 -
- - 160,000 - 160,000 -
- - - - - 420,000
- - 10,466 - 10,466 -
10,284 - - - 19,281 -
944,620 45,358 911,696 189,702 2,091,466 3,822,180
- - - - - 11,197,501
- - 455,000 - 455,000 -
- - - - . 5,465,000
40,263 - - - 40,263 -
40,263 - 455,000 « 495,283 16,662,501
084,883 45,358 1,366 695 189,792 2,586,729 20,484 681
53,355,151 20,458,315 9,087,058 15,749 82,916,273 50,324,304
- - 183,500 - 183,500 -
10,846,257 4875217 998,525 574,629 17,094,628 13,880,240
$ 64,201,408 25,133 532 3 10@.69,083 3 59,376 100,164,401
Adjustment {o reflect the consatidation of intemal
sarvice fund activities related 1o enterprise funds, 2,488 947

Nef assets of business-type activities

AN
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CiTY OF BLOOMINGTON, MINNESOTA

Statement of Revenues, Expenses, and Changes in Fund Net Assels

Proprietary Funds
Year Ended Diecember 31, 2000

Business-type Activities - Enterprise Funds

Nonmajor
Water/\Wastewater Storm Water Recreationa) Propriatery
Utiiity Utility Facililies Funds
Operating revenuss: ) -
Charges for services $ 21,110,615 § 4280435 § 3,654,046 ¥ 1777658
Other 151,825 183,387 ~ -
Total operating revenues 21,262,140 4,463,832 3,854,048 1,777,850
Qpaerating expenses:
Selarles and benefits 4,666,557 1,100,624 2,212,433 1,089,418
Matertats, supplies and service 5,501,497 890,420 2,240,655 1,091,773
Dapraciation 2,080,065 939,386 648,690 2,423
Water purchased 3,178,051 - . - -
Wastewetler disposal cos! 5,801,288 - - .
Totat opereting expenses 21,037,458 2,930,630 5,101,778 2,183,615
Qperating income (loss} 224 82 1,533,202 {1,447,732) {405,956}
Nonoperating revenues {expenses):
Taxes . 14,511 - 792,289 . -
Fiscal disparities - - 65,587 -
intergovernmental - - 39,369 213,647
Interest income 232,148 120,182 44,974 14,867
Net chenge in fair value of investments {78,184) {43,186} {14,07%) {4,194}
Gain {}oss} on sale of ceplal essets - - 808 -
Other - - 40,000 -
inferest expense B {565) {27,125) -
Total nonoperating revenues (expenses) 168,476 76,431 941,832 224,320
income {loas) before transfers 383,158 1,600,633 {505,900} {181,636}
Transfers from oiher funds - 47,250 - 250,000
Transfers o other funds - - - {31,323}
Chenge in net essels 393,158 1,656,883 {505,900) 37.041
Total nel assets - January 1 63,808,250 23,476,648 10,774,883 563,337
Total net assets - Dacember 31 $ 84,201,408 $ 25,133,532 $ 10,269,083 3 580,378

See notes o the baslc financial stetements.

Adjustment to reflect the consofidation of interne}
sefvice fund activities refated {o enterprise funds.
Change in net asseis of business-type ectivilies (p. 41)

Total

5 30,822,655
335,022
31,157,677

8,069,233
8,724,345
3,680,684
3,178,051
5,601,288

31,253,481

{95,804)

508,800
85,597
253,016
412,172
{139,635)
809’
40,000
{27,800)

1,411,052
1,315,255

297,250

{31,323)

1,581,182

125,650

$§ 1,455532

Govermnmente!
Activilias -
internat
Service
Funds

$ 24205844
2,246
24,207,590

13,394,775
8,268,021
3,472,761

25,135,557

RS
(837,667}

624,244
(256.030}
(26,542)

(308,613}

235059
(602,508}

2,804,914
(226,849}

2,075,457

62,138,087

S_eazase
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CITY OF BLOOMINGTON, MINNESOTA

Staterment of Cash Flows
Propristary Funda
Year Ended Decembar 31, 2009

Governmeniat
Businass-type Activities - Enterprise Funds Aclivilies -
Nonmaior Enternat
Water/Wastewater Stormwater Recrealionat Propristary Service
. Utility UHitity Facilities Fungds Total Funds
CASH FLOWS FROM OPERATING ACTIVITIES —
Cash from imerfund services provided 3 35,375 -1 - -1 183,500 3 - % 218,875 24,254 803
Cash recelpts from customers 20,830,438 4,343,336 3,672,260 2,425.217 3,071,254 -
Other cash receipts 264,794 - 1,535 - 256,326 -
Cash payments to other funds {2,391,455) (627,482) (1,354,704} (685,123) (5,058,774} {1,603,156)
Payments to employees (4,801,620} {1,121,802) (2,252,686} (1,142,441} {9,318,409) (12.773,776)
Payments to suppliers (11,922,168} (301,682} {1,050,058) 1,059 837 {14,333, 743} {7.473.014)
Net cash provided by (used In} operating aciivitios 1,805,363 2,292 500 (600,153} (462, 164) 2,835 506 2,404,863
CASH FLOWS FROM RONCAPITAL FINANCING ACTIVITIES
Granis - - 39,369 213,647 253,016 “
Transfers from other funds - 47,2680 . 250,000 207,250 2,904,914
- Transfers to other funds - - - {31,323) (31,323 (226,649)
Subsidy from endowment fund " - 40,000 - 40,000 “
Taxes 14,511 - B57,876 - 872,387 -
Net cash provided by noncapital financing activities T4 511 47,950 §a7.245 432,324 1.43%,330 3,678,085
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Bond payments . {80,000} {160,000} - {250,000} (400,000}
Interest and other paymants - {585) (27.125) . {27.880) {306,643}
Procesds from sale of capital assets . - a09 - 800 177,738
Purchase of capital sseets (2,910,058} {1,429,753) {88,318) - {4,426,129) {3,131,000)
Met cesh used in capital
and related financing eclivities {2,910,058) {1,520 318} (274,634) - {4,705,010}) {3,659,875)
CASH FLOWS FROM iNVESTING ACTIVITIES
Investment income 153,066 76,996 31690 10,673 273,325 568,214
Nel cash provided by investing aclivilies 153,968 76,996 31,690 10,673 273,325 568,214
Net increase (decrease) in
cash and cash equivalents (838,218) H96.428 {105,852) {19,187) {164 020 1,091 267
Cash and cash equivalents - January 1 6,758,040 3,064,908 1,922,343 404 558 14,280,789 25,822,381
Cash and cash equivalents - December 31 3 Tﬂ.?ﬂ 3 109581,3%6 $ 1@16,4‘9‘% 3 4754%1 $ 14,115,060 $ 27,613,648
Reconcitiation of operating income (loss} to net cash provided by {used in} operating activities:
Operating income {foss) $ 224,682 $ 1,533,202 $ {1,447,732) $  {405956) §  (85,B04) $ {837,667}
Adjustments to reconciie operating
income (loss) to riet cesh provided by
operating activilies:
Depreciation 2,080,065 239,386 648,690 2,423 3,680,504 3,472,761
Chenges in assets and liabities:
Accounts receivable {376,511) {120,496) 18,214 647,558 168,365 (43,746)
Other operating recsivables . . 1,535 - 1,535 659
interfund receipts 35,853 - 183,500 - 219,453 -
nventory 23,502 - - - 23,502 35,416
Accounts payable {191,350} {59,592) {20,860} (31,873) {303,575} 350,191
interfund peyables 578 - 183,500 674,336 {858,414} 561,671
Net cash provided by (used in) operating activities 3 teus".%sf $ 2200500 T—gﬁﬁb“l ,153) T §4s'“‘“251‘a4; T 3,835 508 T‘f(,ru‘éé‘:i)‘

See notes to the basic financie stalements.




CiTY OF BLOOMINGTON, MINNESOTA

FIDUCIARY FUNDS

Fiduciary funds are used fo account for resources held by the City as trustee or agent for the benefit of
parties outside of the government.

Private-Purpose Trust Fund — This fund was established with the receipt of a $1,000,000 denation to
the City. The interest earnings from this endowment fund are to be used to offset operating costs of
the Bloomington Center for the Arts.

Agency Funds — These funds account for the collection and disbursement of funds received and
disbursed for other governmentai units.
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City of Bloomington
Statement of Fiduciary Net Assets
Fiduciary Funds
December 31, 2009

Private-Purpose Agency
Trust Funds
ASSETS
Cash and cash equivalenis 3 1,045,719 g 210,599
Accounis receivable - 189,144
Accrued interest receivable 1,575 -
Other assets (9,063} -
Total assets 1,038,231 400,143
LIABILITIES
Current liabilities -
Accounis payable - 400,143
NET ASSETS
Held in trust $ 1038231 $ -

See notes to the basic financial statements.
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City of Bioomington
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
Year Ended Decernber 31, 2009

ADDITIONS
invesiment earnings -
Interest
DEDUCTIONS
Current:
General services
Change in net assets

Net assels - January 1

Net asseis - December 31

See notes to the basic financial statements.
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Private-Purpose
Trust

$ 21,721

41,700

(19,979)

1,058,210

$ 1038231
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CITY OF BLOOMINGTON, MINNESOTA

5 'HE BASIC FINANCIAL STALL
FOR THE YEAR ENDED DECEMBER 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Bloomington, Minnesntz {the City) operntes pursusns to applicable Minnesoia iaws and statutes,
The governing body {the City Councit) consists of six council memmbers and the Mayor. Four of the council
members are elected by district and two of the council members and the Mayor are clected ot large. All zerve
four-year staggered textns, subjoct to redistricting every ten years, which results in two 2-year terms through
that transision. The City Mansger, the chief administrative oflicer, is selocted hy the City Council 10 serve an
indefinite tcrm. The City Manager controls and directs the administration of the City's affairs and supervises
all departments and divisions.

The financial statements of the City have been prepared in conformity with accounting principles gencraliy
accepted in the United States of Ameyica {genesally accepted accounting principles), as applied to
governmentat unis by the Govemmental Accounting Stendards Board {GASB). The more significant of the
City's accounting poticies are described below,

A. REPORTING ENTITY

In sccerdanoe with GASB Statement No. 14, ded by GASB 8 No. 38, which had no impact
an the City upon its adoption in 2004, the City's financial statements include all funds, organizations, and
departinents of the City and the City’s comnponent units. The componens units discussed below are
included in the City’s reporting entity because of the significance of their operaticnal oz financial
relationship with the City.

The Ciiy is idered £ fally acce hie for a component unit if it appoints a voting majority of the
organization's governing body, and it is able to impose its will on the crganization by signilicantly
influencing the programs, projects, aclivities, or level of services performed or provided by the
organization, or there is & potential for the organization te provide specific financist benefits te, or impose
specific financial burdens on, the City.

As 1 resnlt of applying the entity definition criteria of GASB Statemnant Mo, 14, certain organizations have
begn inciuded with the City’s financial statemens, as fotlaws:

Discretely Presented Componen Units - Entails reporting the companent unit financial data in columng
separate from the financial data of the City:

Port Authority of the City of Bloomington {Port Authority}

The Port Authority was created by the City in 1981 10 provide & coordinnied, cost-effective approach
for privete and puhiic development within various development districis that may be established
throughows the City, Fhis goal is accomplished in many cases through the use of Tax Increment
Revenue Bonds, to be isened as needed to effest ordesly development. The Pon Authority is
gavermed by commissloners appointed by the Mayor and confirmed by the City Council, and its
boundarics encompass the entire City of Bioomington. The Port Authority has limited taxing powers,
but extensive suthority to issise bonds or notes for public improvennents sod Jand development. These
are suhject to approval by the City Council prior to issusnge. The City Councif appoints the Pors
Anthority board, guarantees certain Port Authority dett, and contraciually provides staff to manage
the Port Authority’s day-to-day operations, i fs, therefore, considered a di ly presented
camponeind unit of the City.

Housing and Redevelopment Authorlty in and for the Clty of Bloomington (HRA)

The HRA is a statutory orgunization established in 1871 to provide housing and redevelopment
assistance to Dloomington gitizens, Assistance is provided through the administration of various
programs. The HRA’s boundaries encompass the entire Chy of Bloomingion, The City Council
appaints the members of the HRA board, and City employees on contraci 1o the HRA manage the
HRA's day-to-day aperalions; it is therefore considered & discretely preseed component unit of the
City.

Financial information for the Port Authoerity and 3RA is provided in the Other Supplementary section of
the City’s comnprehensive annual fnancial report. Separate financial statements are not issucd for the
<component units.

. GOVERNMENT-WIDE AND FUND ACCOUNTING

The basic financial statements include both government-wide {based on the City as a whole) and fund
financisl statements. Both the government.wide and fund financial statemesits {within the basic fnancial
statementa) categorize primory activities as cither governmentad or business-type.

The government-wide staternent of et assets is designed (o disphay the financial pasition of the primary
govornmens in the two casegorics of governinental and busincss-type activities. In this siatemnent, botls the
governmeniai and business-type activities coduimns are reflected on a full acerval, economic resources
measuremcnt focus, which incorparates fong-term asseds and reccivabics as well as long-term debt and
vhligations. Governments report oil cepital sssets, including infrastnucture, in the govensment-wide
statement of net assels and report depreciation sxpense - the cost of *using up"” capital assots - in the
statement of activities. The nct assets of the government sre braken down into throe calegories:

{1} invested in capiia} asscts, ne) of related debt; (2) restricted; and (3} unreatricted. The City geperally
first uses restricied sssets for expenses incurred for which both restricted and vnrestricted assets are
available. The City may defer the use of resiricted assets based on a review of thie specific transaction,

The government-wide siatement of activities repors expenses and revenucs in a formad that focuses on
the cost of each of the government's activities. This staternent demonstrotes the degree to which the
direct expenses of g given fnction or segment are offset by program revenues, Direct expenses are those
that are clearly identifiable with & specilie function or segment. Progran: revenues inchude {1} charges to
cusfozners or epplicants who purchase, use or directly bencfit from goods, services or privileges provided
by a given function or segment, and (2} grants and comtributions that are restricted to metting the
operational or capital requirements of a parsizular function or segment. Tanes and other items not
inclided aimong program revenues sre reponted o8 general revenues.
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The operating grants and contributions column includes operating-specific and discrettonary (either
operating or capitd} grams while the capital grands and centeibutions column includes capital-specific
grants,

“The governmentat funds’ major fuod statements in the fund financial statements are presented using the
current finencial resounces measuremens focus and the modified accruad basis of aocounting, This is the
manner in which these funds are nosmally budgeted. Since the governmental [und statements are
presented using a difTercnt measurement focus and basis of accounting than the government-wide
siataments’ govemmental cofumn, tecongiliations are presented which briefly explain the adjusiments
necessary b reconcite both the ending net sssets and the change in net assets.

The focus of the government-wide and fund accounting reporiing modet is on the City as a whole and the
City"s major funds, including bath governmentat funds and proprietery funds. Ench prescntation provides
valugbie infermation that can be analyzed and compared {0 enhance the usefulness of the information.

In the focd financinl statements, (inancial fransactions and accounts of the City are organized on the basis
of funds. The operation of each fund is considered to be an independent fiseal and separste necounting
entity, with & self-halancing set of eccounts recording cash and/or other financial resources tugether with
elt related Jiabitities and residual equitics or batances, and changes therein, which are segregated for the
purpose of carrying on gpecific activities or attaining certain objectives in accordance with special
regulations, restrictions, o7 Hmitations,

Ag & general Tube, the effect of {interfund sctivity hag been efiminated from Ihe govemment-wide finnnciat
siatements. Excepiions to this gencra! mile are charges between the City’s enlerprise funds and varous
other functiens of government. Elimination of these charges would distort the direct costs and program
revenues reported for the various fonctions concerned.

Maior governmental, fands - The City reponis the following major governmental funds:

& General Fund - The Genera! Fund is the general opersting fund of the City. 1t is used to account for
ai} financial resounces except those required 1o be accounted for in ancther fund, This fund records
revenues such as property tax scvenucs, licenses and permits, fines and penalties, intergovernmental
revenues, and interest eamings. Most of the current day-to-day operations of the governmental uniis
ore financed from this fund.

+  Communily Developnient Block Gront Fund - This fund was established to account for funds received
under Title } of the Housing and Cornmunity Development Act of 1974,

*  General Obligation Bords Fumd - This fund is used to sccount for the aeenmulation of resources for
payment of genera} obligation bonds or other gencral indebtedness and interest fiereon,

*  Improverent Bonds Fund - This fund is used 1o accowunt for the accusnulation of resources for
payment of principsl and interest on generaf obligation smprovewment bonds.

¢ Capiral Projects Fund « This fund accounts for funds and monies required for financing fand
acquisitions, construgtion, and equipment related to puhlic facilities,

¢ dmpravehent Construction Find - This fund accounts fur the proceeds of bonds sold for the purpose
of street, sewer, and waler construction.

*  State Aid Consfruction Fund - This fund accounts for the state altotment of gasaline tax coflections
for read construction.

Maior propnietary. fungds - The City repons the foHowing major proprietary funds:

v Water/Wastewater Utitity Fund - This fund acoounts for the operations of the City-owned water and
BEWET Systes,

»  Storm Water Utility Fund « This fund secounts for the operations and improvements of the storm
witer drainaje system, The storm water bond issue of F999 is includerd as part of this fund since
revenues of the Storm Water Utiiity Fund ore pledged to pay principal and interest on these bonds.

+  Recreational Paeifities Fund - This fund accounts for the operations of the City’s ice garden, poif
courses, aquatic recreation facilitics, and sl center operations.

Qther fupds - The City reparts the foliowing other funds:

Internat Service Funds - The Internal Service Funds are used to account for support services, information
systems, equipmaent, public sufety radies, self-insurance, insured benefits, benefit aceraals, and facitities
replacoment, sit provided by one departinent 1o other depaniments of the City on a coat-reimbursement
hasis. The City has allocated the balance sheet and the statemnent of revenues, expenses, and changes in
fund belonces between various govermentsl activities in the government-wids siatements,

Private-Purpare Trust and Agency Funds - The Private-Purpose Trust Fund is used to report the trust
aciivity with the Bloomington Arts Center which benefits fram the income esmed on the principal of the
endowment, The Agency Funds are custodia} in nature {assets cquat Habilities} and do not involve
mezsurement of results of operations, They account for collection and disbursement of lodging taxes for
the Bloumington Visitors and Convention Burean and consignment sales of has tickets for Metro
Mobitity, These lrduciary funds are oot reflected in the governinent-wide financial stateinents because
the resources of those funds arc not avaiinble to support the City’s programs.

. BABIS OF ACCOUNTING

The accounting and reporting freatinent applied to a fund is determined by its seasurement focus.
Governmental Fands:

Measurement Focus - Governmental funds are accounted for using a current financis! reseurces
measurenient focus. With this measurement focus, only current sssets and current lighilitics are generally
included on the balance sheet, Reported fund bafance is considered & nicasure of “available spendable
refources.” Governmenial fund operating statements sepresent increases {i.e., revenues and other
financing sources) and decreases (i.e., expendiures and other financing uses) in net current assels.

Basis of Accounring - Governmental funds are accountexd for using the modified accrual basis of
accoanting, Their revenues sre recognized when susceptibie to seerual f.e., when they become
measurabje and available), “Measurable” means the amount of the Irspsaction can be determined and
“available” means collectible within the cumment period or soon enougt thereaRer 1o be used to puy
liabilities of the current perjod. For this purpose, the government considers alf revenues, except
reimbursement grants, o be avaitable il tbey ore coliecled within 60 days of the end of the current fizcal
period. Reimbursement grants are considered available if they sre collected within one year of the end of
the current fiseal period. Expenditures zre generalty recarded when & liabitity i incurred, a8 under
acerug accounding.

Revemes « Major revenues that are susceptible to scarval include propeny texes (exciuding delinquent
taxes received over 60 days afler year.ead), special assossments, intergovernmental revenues, chasges for
services, and interest on investinents. Major revenues that are nat sascepiible to acorusl include fees and



6T-Al

n.

miscellaneons revenues; such revenues ere recorded onty as received because they are not measurable
untit colected.

Deferrad Revenies - Delerred revenues arise when potential revenne does not meet both the “measurable”
and “available” criteria for recognition in the cutrent period. Deferred revenues also arise when resources
are received by the City before it hos a legal cloim to them, as when grant monies are received prier fo the

" incurrence of quatifying expesdisures, In subsequent periods, when all revenug recognition criteria are

met, the lability for deferved revenue is removed and revenue is recognized,

Espenditures - Expenditures are generally recognized under the modified accrual basis of accownting
when the refated fund lisbility is ineumred, except for principal and intcrest on general long-term debs
which is recognized when due.

Proprictary and Fiduciary Fuads:

Measurement Focus + Proprietary funds znd fiduciary funds are accounted for on & flow of ecenomic
resources measurement focus. This means that ol pssels, inoluding capital essetn, nnd atl liabitities,
including fong-term liahilities, nesociated with fund activily are inciuded on the statement of net assets.
Reporied fund equity is segregated into restrieted, unrestricied, and invested in capital assets, net of
retnted debt. Proprietary fund type operating stat ts present in Ge., ) and d

{l.e., expenses) in total net assels.

Busis of Accounting - Al} proprielary funds and fidugisry funds ate sccounted for vsing the acerual basis
of accaunting. Revenues are recognized when eamed, snd expenses ore recorded at the lime lishilities are
inpurred. Unbilied utility service receivables are recorded af year-end, All applicable GASB

proy have been applied to the proprietary funds. Additionally, the following pronouncements
issued on of before November 30, 1989, have heen applied uniess those pronouncements conflict with or
contradict GASB: Staternents smd Enterpretation of the Financial Accounting Standards Board {FASE),
Accounting Principics Board {APB) Opinions, and Accoenting Research Bulloting (ARB) of the
Coinmittee on Accoanting Fractices.

Cparating versus Now-operoting frems - Proprietary funds distinguish nperating revenues and expenses
from nom-operating items. Operating revenues snd expenses generably result lroin providing services and
producing and delivering goods in connection with a proprietary fund’s principal ongoing operations,
The principal operating revenue of the City's enterprise funds and intemal service funds are charges to
customers for seles and services, Ofperating expenses for enterprise funds and intemal service funds
inctode the cost of sates and services, sdministrative expenses, and depreciation on capitat assets, Al
revenues and expenses not meeting this definition ore reported as non-operating revenues and expenses,

BUDGETS

Budgeis are adopted on a basis consistent with penerally accepted accounting principles. Annual
appropriated budgets are tegaliy adopted for the General and the following special revenue [indg:
Comnzumty Developinent Block Grant, Public Health, Public Safety, Municipal Cable TV, Energy
Efficient Block Gramt, and Airport South Environmeriat,

Budgeted amounts are reporiod as onginaify adopted and ag smendad by the City Council, if such action
was taken, Budgeled expenditure appropristions lapse at year-end, During the year, several
suppiemenipry appropriations are approved by the City Council.

Encuinbrances represent purchase commitments. Encumbrances oustanding ot year-end sre reporied ao
reservations of fund balances since they do not constitute expendifures or Habitities.

Carryovers of prior-year budge! appropriations are slowed when projects have been approved, but not
vompltied, and fonding has not been provided in the following year's hudget,

Legal Compliance - Budgets

The City foliows the procodures below in establishing the budget reflected in the accompanying Tinancial
statements:

L. The City Manager submits to the City Councif a proposcd opersting budget for the iscal year
cammencing the foltowing Jenuary . The operating budget includes proposed expenditures and the
meons of finsreing them.  The Generat srd special revenue funds are legally adopted through the
budgetary process as documented herein.

2. Public hearings are conducted 10 obiain taxpayer conxments.

3. Both the General Fund and specinf revenue fund budpets are iegably enacted thraugh passage of
resolutions,

4. Monitoring of budgets is maintained at the expenditare category fevel within each activity,
Dndgetary monitoring, by depanment, division, and by categoery Is required by the City Charrer,
Management may ahter she budget within & departiment but cannol exceed the 1oial budgeted
expenditnres for hat department undess approved bry the City Councill The City Council may
authorize transfer of budgeted amounts bejween departments or funds, These budget amendments
must be approved by the City Council,

5. Fononal badpetary integration is emplnyed as a management control devies during the year for the
general and special revenue funds. Fonmal budgetary integration is not employed for debt service
funds because effective budgetary contred is alternatively achieved through general obligation band
indenture provisions. Budgetary control for capital projects funds is accomplished through the use of
project contrils,

6. General Fund expenditures may not legaliy exceed budgeted approprintions a¢ the departmesital leved,
Special revenue fund expendituses may not legatly exceed budgeted appropriations at the fund level.

CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cagh balances fram all funds are combined and invested to the exiont availabie in authorized investments
{sec Note 2). Earnings from such investments are altocated 1o the respective funds on the basis of
applicable cash balance participation by eack fund, Investments are stated at fai valve, based upon
quoted markes prices at the reporting date. Cash and.cash equivalents consist of available cash, cash
deposits, and highly liquid investments with an original maturity date ai the time of purchase of three
months of less. The City accounts for fs investments in an entity-wide cash management poal, which is
used essentially a5 a demand depusit account. Restricted cash and inveséments ase included with cash
equivalents for purposes of the statement of cash {lows.



0¢Z-Al

F. SHORT-TERM INTERFUND RECEIVABLES/PAYABLES

During the course of operations, numerous transactions occur between individual funds and besween the
primary government and comjonent units for goods provided or services rendered. These receivables and
payahles are classified as “due from other funds” or “due from primary govemment/somponent unit” and
“due o othes funds” or “due to primary government'component unit,” respectively, on the balance sheet

" {see Npte 9),

. INVENTORIES AND PREPAID ITEMS

Inventory is valued at average cost based on physical counls for alf fund types. In the General Fund,
inventory is ned significant and is recorded ag an ¢xpenditare at the time of purchase. In the proprietary
funds, inventory is recorded ag an expense when consumed.

Cerain payments to vendors reflect costs applicable to future sccounting periods and are recorded as
prepaid items in both government-wide and fund fnancial statements,

. CAPITAL ASSETS

Capita outlays are recorded as expenditures in the City’s fund financial statements, which use the
maodified acerual basis of sccourting, Capital autlays are capitalized in the City’s government-wide
statement of net assels, which uses the full accrual basis of accounting. Infrastructure has been
capitalized retroactively to 1980, Carrying value of prior infrastructure assets is considered to be
insignificant to the overall value of capits! assets of the City, Depreciation on the Cify's capilal assets
{including infrastnecture} is recorded on a government-wide basis. Al capital assets are recorded at
historical cost or estimated historical cost if actual cost was not available. Donated capital assets are
vatued at the fair market value as of the date reccived, The City"s policy is to only capitalize capital
seets exceading $14,000,

Depreciation has been provided over the estimated useful lives wsing the straight-Yine method. The
estimated uscful Jives are as follows:

Years
Lend improvements 10-50
Boildings and strociures 15-95
Distribution systerm 30
Equipment 3-i5
Infrastrueture 5-48

COMPENSATED ABSENCES

The City compensatcs ali empioyees upon tesmination for unused vacation up 1o & maximum of 480 hours
hased upon length of service. The City also compensates einployess for unused personal time wp to a
manimum of 1,000 hours. Personal feave balances in excess of 600 hours upon teemination are converted
1o a hiealth caze retirement acconnt with the State Board of Investinents. Such pay is sccrued 85 an
expenditure/expence as it is eamed in afl funds, The fiabitity for all compensated absences is recorded in
the Benefit Accrual Fund within the intemat service funds, Although employees no longer acorue sick
ieave, they sre entitied 1o draw upon any unused sick Jeave previously eamed. Employees are not
compensated for upused sick leave upon termination,

LONG-TERM OBLIGATIGNS

Long-term; cbligations are recorded in the City’s government-wide statement of net agsets wien they
become a liability of the City. Long-term obligntions are recognized as a finhility of a governmental fund
only when due, or when resources have been zocumutated in a debt service fund for payment early in the
folowing year. Long-term olligations expecied to be finaneed froin proprietary funds #r¢ sccounted for
in those funds.

In the fund financiat statements, governmienzal fund types recognize bond premnfums and discounts, a3
well as bond issvance costs, during the current period. The face amount of debs fesoed is reportod as
other inancing sources. Premiums received on debt issunnces are reparied as other finaneing sources
whitc discounts on debt isspances are reported ag other financing uses. Essuance costs, whether or not
withheld from the actuat debd proceeds received, are eported as debt service expenditures,

. CONDUIT DEBT OBLIGATIONS

Ftom time 1o time, the City has issued Industzial and Housing Revenue Bonds to provide financial
assistance to private-sectar entities for the acquisition snd eonstruetion of industrial, howsing, and
coinmercial facitities deemed (o be in the public interest. The bonds are secured by the property financed
and are payable solely from payments received on the underlying morgage loans. A bank or financing
institution Onances this ransaction, snd the terms and conditions are contracted between the lender and
the barrower. Neither the City, nor the State, nor any pofitival subdivision thereof is obligated in any
manner for repayment of the bonds. Accordingly, the bonda are ot reporied as Babilitics in the
accompanying financial statements. As of December 11, 2009, there were nine series of Industrial and
Hausing Revenue Bonds outstanding, with an aggregate principal amount payable of spproximately $478
milkion,

. FUND EQUITY

Contributions received are recorded #s revenue or defmred revenue untl fecognition criteris have bees
met,

Reservations of fund balences represent amounts that are not appropriable for expenditure or fegatly
segregated for & specific future uee, Reservations of net assets are mited 1o ontside third-party
restrictions. Designated fund balsces represent sentative plans for foture use of financie) resources (see
Nate 8},

. INTERFUND TRANSACTIONS

Transactivns thet constitnie refmbarseiments o a fund for expenditurcs initiatly msde from it thas are
praperty applicabic to ancther fund are recorded as expenditures in the reimbursing fund and o
reductions of expenditures in the fund that is reimbursed. Al other interfund transactions ase reporied as
teanafers.

Interfund transactions within the sespective categories of governmental activities and business-type
activities in the govemment-wide statement of activitics are climinated. The intemal batances caption on
the government-wide statement of net azsets represents interfund receivables or payablies betwoen he two
types of aciivities: governmental and husiness-type.

. PROPERTY TAXES

P'roperty tax levies are set by the City Couneif in Deceniber of each year and nre certified to Hennepin
County fthe County) for cotlcetion in the following year. In the stato of Minnesota, counticn set s
collection agents for all property tanes.
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The County spreads #f] Jevies over taxable property. Such taxes become a Hen on January 1 and are
recnyded as receivables by the City at that date, Property taxes are acerved and secognized as revenue in
the fund financiaf staternents for collectins within 60 days afler year-ond, net of definquencies.

Delinquent propeny taxes are recorded a3 eamed o the government-wide statements given thess revenues

* are eammed and the Hkelihood of eoltection is high.

Reat properly taxes are requirtd by state statude to be paid by taaxpayers in two equat instsliments nn
May 15 and October 15, Personal property taxes are required to be paid an February 28 and June 30,
The County provides tax seitiements Lo cities and other taxing districts in July, December, and January,
with a seltfement in 2009 relating to Docember 2008 tax colfections,

Taxes levied which remain unpaid at Decerber 1§ are classified as tanes receivable and are fully offset
by deferred revenue in the fund financisd siatements becaose they are net known 1o be availabie to finance
current expenditures. No allowasice for uncodlectible taxes has been provided because such amounts are
not expected to be materdal.

. RECLASSIFICATIONS

Certain mnowits presented in the prior year data have been reclassified in order to be consistent with the
current year's presentation. Such reciassifications did not have an effect on fund net assets or change in
net assels, as previonsly reported.

DEFICIT NET ASSETS

The Benefit Accrual intensal service fund bad & ocgative net asset balance of 51,940,068 on

December 31, 2009. This fund sccounts for the eompensated persanal and vacation Jeave balances, Qver
the next few years, the City will increase internal charges and transfer funds to eliminate the deficit in this
fund. The Mator Vehicle enterprise fund had & negative net asset halance of 520,161 on Dacernber 3,
2009, Managensent is reviewing this fund to determine the foture funding and on-going operations of this
fiznd.

. USE OF ESTIMATES

The preparation of linancial statersents in accordance with generally accepted accounting principies
{GAAPR} requires management 10 make estimates that affect amounts reported on the financia! statements
during the reporting period. Actual results coutd differ from such estimates.

2. CASH.CASH EQUIVALENTS, AND INVESTMENTS
A. DEPOSITS

In accordance with Minnesots Statutes, the City maintaina deposits at national or state banks within the
state, as awthorized by ke City Councii,

At December 31, 2009, the carmying amount of the City’s deposits with financial institutions was
$953,275 and the bunk bhalances tolated $1,237,201.

Custadial Credit Risk-Deposits - Custodial credit risk is the risk that in event of a bank faiture, the City's
l‘ﬂfpﬂsils niay not be returmed to it, Minnesots Sistutes requize that sl City deposits be protected by
insurance, surety bond, or collateral. The fair value of collateral pledged must equal 110% of the deposits
not covered by insurance or bonds, Minnesota Statutes require that securities pledged as collateral be
held in safekesping by the Ciry treasury or in & financial institution other than that Fumishing the

coHateral, As of December 31, 2009, the bank balance of the City’s deposits was covered by federal
depasitory insurance or covered by cottateral pledged ond held in the City's samse,

. INVESTMENTS

The City mnay also invest funds as nutherizod by Minnesata Statutes aud its investnent policy as follows:

* U8 ‘Freasury obligations including bonds, notes, Treasury bills, or other securities which are divect
obligations of the United States. lnstruments sold and issued by the U.S. Government carry the fudl
fajth gusrantee of the 1).8. Government, These instruments provide the highest quality available to
purchase and are highly iquid.

» 1.5 Ageney securities GSE's (Government Sponsored Enterprises} are instrumentafities, or
organizations ereated by an sct of Congress. Government Spansored Enterprise securifies have the
impéied guarantee of the United States Govemmiens and are privileged to centain ccess to capital and
support of governmend programs. The most common G5E issuers are Federal Home Loan Bank
{FHLR), Federat Hmne Loan Mortgage Cerporation (FHLMC), Federal Farm Credit Bureaw (FECB),
and Federal National Mortgage Association {(FNMA).

»  Generat obligation bonds of state or Jocal governments must have a taxing power raiing of A, AA, or
AAA, Tax exempt or taxable bonds qualify as lonp, as they mest the rating standards,

*  Banker’s acceptances of United States banks, eligible for purchase by the Federal Reserve Systen,
that muture in 270 days or less. Evaluation of the financial sirength of the accoepting bank is
necessary through purchasing sccepinnees only from basks with 8 minimum A {very strong bank}
rating by a nationally recognized rating agency.

«  Money market mutual funds which are rated Aa or higher by at feast one nationally recognized
statistival rating organizatiorn, invests fir securitics with a final maturity no longer than 13 montis and
for which the Inveaiment Commiites has obtained and reviewed the fand prospecius,

+  Savinga/demand deposils. A finsncial institution that is quadified &5 2 “depository” of public funds of
goverminent entities, The City iney hold balances in quatified bank depasits. Funds may be held in
savings ecoounty at approved depositary banks, If balances are grester than the FDIC Hmit, collateral
of 110 percent wilt be held for the excess bolances,

#  Commercial paper is short term unsecured debt which has been issued by & United States corporation
o their Canadian subsidiaries and is not % Emited liabifity corparation (LLC) to fund their day to day
operationai needs. Maturities typically range from one day to 270 days, The City may only buy paper
that meets the Minnesota Siatute 118A with the exception that no Asset Backed or Structured
Investment Vehicle (SFV) Commercial Paper are altowed. Oniy commercial paper with the highest
quality rating of A1, PL, FI and the underlying issuer of the conunerciat paper must have s long-tesm
debt rating of AAA, to be utitized,

*  The City may entcr intg repurchase sgreements snd reverse repurchase agreements consisting of
caoltateral aflowable in Minncsota Statute, section 118,

¢ Invesiment products thot are considered as derivatives are specificnlly excluded foum approved direct
investment jlurchases ad this time.
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As of December 33, 2009, the City had the following invesiments and maturitics:

Lessthan  Six Months OneYearta  Two Years to

Envesimerns Type Fair Value  Six Months To One Year Two Years Five Years
Money Market % 25,129,070 $25,129070 % - 8 - 8 -
- Treasury Dills 5,045,650 - - £,015,650 -
Federat Farm Credit Bureau 8,148,760 - - - 8,118,760
Federal Home Loan Bank, 27,657,293 - - . 27657293
Federal Home Loan Mortgage
Corporation Note 26,856,930 “ . 504,07 26,352,859
Fedemn! National Mongege
Association Note 39,761,637 - - - 39,761,637
Municipal 11,766,342 3,673,598 - 3,183,163 8,909,581
Tolnl investments 150,305,682 $28.802,668 3 - § 10702884 $1i0,800,130
Totul depasits 951,275 )
Total investmenls and deposits 151,258,957
1,255 restricied cash and
investments £182,300)
Met cash, cash cquivalents,
and invesiments

3 131075457

Custodial Credit Risk-Ii t5 - ¥or in s in securities, custoding credit risk is the risk that in
the event of a failore of the counterparty, the City will not be able to recover she vatue of its investments
that are in possession of an outside party, As of December 31, 2009, sil investments of the City were
insured, vegistercd, and held by the City or its agent in the City’s name, Investments in mutual funds are
not evidenced by socurities that exist in physical or bock entry form, and therefore are not subject to
cusiodial eredit risk,

Iterest Rate Risk - The City's investment policy roquires the City 1o diversify its investment porifolio to
eliminate the risk of loss resulting from over concentration of pssets in & specific maturity. The policy
also states the Citys investment partfolio will remain sulficiently Hquid to enable the City to meet alt
operating requirements which might be reasonably anticipated.

As 2 means of Bmiting its exposure to (alr vatue losses erising from rising interest rates, the City will
atternp!t to match its invesiment matoritics with anticipated cash Aow Hquidity demends (static liquidity),
Unless matched to a specific cash flow, the City will not direetly invest in securities maturing more than 3
years from the date of puschase. Reserve fumds may be invested in securities exceeding § years il the
maturities of sueh investments are made to coincide bs nearly as practicable with the expected use of the
fands. In no event does the City invest in securifies with maturities exceeding 10 years.

Credit Risk ~ State Saw limits investments in consmercial paper (o the top rating issued bry at Jeast two of
the nationatly recognized statistical sating organizations. At December 11, 2009, the City held no
investincats in cornmercisl paper. Also, the City’s invesiments in money market funds, Federat Farm
Credit, Federal Home Loan Banks, Federal Home Loan Mongage Corporation, and Federat Nationat
Morigage Association notes were alf rated AAA by Standard & Poor’s and Ann by Moody's Investors
Serviee and the munieipal investments are af rated AA or better by Standard & Poor's and Moody’s
Investury Service.

Concentration of Credit Risk - The City diversifics its investments to substantially reduce the risk of loss
resulting from the over-concentration of asseis in a specific maturity, issuer, institution, or class of
securities, with the exception of U,S. Treasury securities and authorized poos. No more than 50% of the
endity’s total investment portfolio is invested in n single security type or with a single financial institution.
No more than 3% of the entity’s tola} investment prtfolio is invested in o single corporatien. More than
5% of the City’s tuvestments are in the following governmental sgencies: Federal Home Loan Bank
(8%}, Federi Huome Loanr Mortgage Corporation {18%), amd Federal National Mortgage Association
(26%;, Federai Farm Credit Bank (6%}, and municipals {12%).

Securities Lending T¥ansactions - Minnesota State Statutes sulhorize govemmeutal entities to enter into
securities fending agreements with specified ingtitutions, The City had sppointed Wells Fargo Bank
Minnesoda, National Association a8 Agent for the purpose of lending securities from its accovnt under the
‘Welis Fargo Securities Lending Program,

Euch loan when made is required to be cotlaterlized in the amount of 102% of the matkes value of the
loaned security and acoraed interest. Bach loancd security is marked 1o market daily wsing the closing
vahugtion a5 of the prior business day, If the market value of the given collateral fails o 100% of the
loaned scourity marked value, the Agent shall request additional coflateral io bring the colisteralization
back to 102%. Collaters] in excess of H02% will be retumed 1o the borrower i requested.

The City's securities availabile for Jending are fisted in the Securisics Lendicg Omnébus Account as part of
the lending inventory. A single bomower may be fent & significant portien, or all, of the City*s securities
available for tending.

The Agent will receive and take possession of collateral in the form of ULS. Goverrment Securities,
tetters of credit, or cash. Cash shall be invested in repurchase agroenments, master notes (VPN 11.8.
treasuries and agencies, U.S, or Ewro dolbar certificates of deposit and time deposits, bankers acceptances,
totmmercial paper 2nd other shurt-term ftoney market instroments, and mususl funds holding any of the
previously mentioned securities and subject to poticy and standard guidelines cstablished from time o
time by the Agent. '

1 the borrowes defaults wpon setum of the lent security, as provided in the Borrower Securities Lean
Agreament, the City, or Agent if autherized, roay purchase securities identical to the bormrowed sceurities
and may apply the coateral 10 the payment of the purchase price, expenses and other obligstions under
the Borrower Securities Agreeznent. In the event that the Borrower fails to retum the lent security, the
Agent will indessinify the City"s account in the following amounts:

*  The difference betwees the closing market.value of the sccurity on the date it should have been
returned to the sccount and the cash collateral sobstituted for the Jens sesuniies, or

#  Inshe case of collateral received in kind, the dilference between the closing market value of the
security on the date it should have been retumed 1o the account and the closing market value of the
collaieral im kind nn the same date.

The system cannot pledge or sell coltateral securitics received uniess the bomower defaults.,
At December 31, 2009 the City had na securities held in any security ending program. Resolution to the

seewrity held on December 31, 2008 was sgreed to on August 24, 2009, Total posisive earnings nes of any
loss from security lending for the City were $250,042 over the duration of the program,
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Cash is restricted in the Rocreational Facilitics Fund for $183,500 per bond covenants. The purpose is to
ensure that this fund has sulTicient cash to service the debt for the neat year,

The folowing 1able reconciles cash, cash cquivalents, ond investments to the basic financial statements at

December 31, 2009;

Governmentn] funds
Proprietary funds:
Enterprise
Lnternal service
Government-wide
Fiduciary finds
Taota] cash, cash equivalents, and investment
Lieas restricted cash aml investments
Net cagh, cash equivalents, #nd investments

3 CAPITAL ASSETS

$ 108,272,601

14,115,960
27,613,648
750,002,230
1,256,718

TTTi51,258,957
i (183,500)
§ 151,075,457

During 2009 the City's capitalization threshedd was 830,000, Capital asset activity for the year ended
December 31, 2009 was as follows:

Primary Govemment

Beginning Ending
Desnge L Additons  Roiwmems Balanse
Governmenial activities:
Capitol asscis nol being depreciated -
f.and $ BE3REA9E § 2244180 $ . $ E1LEN.ETD
Fotal cupital assels nol being depreciated L BASERSOY 344081 - 7,832,879
Capital assets being deprevimcd:
Byildings and straciures 68,417,686 - (25384 68,392,392
M achinery and equiprent 32,863,397 3,068,263 {2.445,025} 33,484,615
Improvements 3490,630 992,153 .0k} 6,384,372
Infassmaure 200840375 _ 10,536,469 9734} 218.482.110
Tuded capilat apsets beisy deprociared 307,719,088 14 617,488 {2.579.084) 319 TR GRS
Less mocumulated deprocision for:
Baildings and structures {24.809,920) {1,042,976) 5,085 £26,527,157)
M achinery and equipmient (19.622,800) {2.650.60%) 2,188,668 (E9,084,83¢)
Improvemenis {2,475,84%) {373,134) B2.637 (2,766,943}
Infrastracluse (AE205318) (3 797,605) 1Ns 53, 33,198}
Total acammidet el depreciatin (185,511,375} 10 724.318) 2,303,525 (13 582 168)
Totat copitul assuis being deprecisied, reg 02598713 1243167 4275.859) A, t 65,321
Govenmentsl capital aisets, net $288,287311 S GABTASE 8 (a¥8539) 5293999700
Business-type activitien:
Capaal asgeis ool being depreciatod «
Land $ 471,616 ¥ - 3 -  aTesle
Capital asscts being deprecinted: )
Bubldlngs and structiures 33, 7ER48) 16,655 - 33,236,438
Machinery and equipnieat, 2,383,269 11,523 (44,708} 2454670
Disthibitlon system $08,161,2038 4,299,952 (15,239 113,445,508
bmprovemeals 6,128 437 ~ {1 5958) 6,311479
Totul capitnf assets being deprecialed L A0erdns  edzmian (70917) 184748695
fass scoamutaied depreciation For:
Buildings and stuctisey (51,202,188} (128.812) - {14,%31,000)
M achinery and equiptnem {1.432,903: {F63,625) BN £1,552,82%)
Distribation sy stem (56,784,195} (2.613.835) 15,240 {59.314,790)
Inprovoments (2,979,083 1§70.294) 15,958 13,§33,419)
Toted accumudaied depreciation 172,323 335 3680, 566 LT (25932 038
Tolal capiial assets being deprecinled, net 73,069,085 T4T,562 . 8,816,657
Dusiness-type nctivilies capital assers. nat s BR300 & 7e7a6r & TS ARELTE

Depreciation expense was charged 10 governmental functions at December 31, 2000 a5 follows:

General services § 2,355,847
Development services §,529,495
Public works 5,658,178
Puhtic safety 717,770
Community services ¢ 313,028

Totai depreciation expense % 10,774,358

LN YR e,
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4. COMMITTED CONTRACTS

At Degember 31, 2009, the City had commitments for seven npcompleted construction contracts witha
remaining batance of $2,546,438.

The City acts as a seif-insurer for workers® compensation cisims. Propenty, casunlty, and automobile
insurance coverage are provided theough & pooled seil-insurance program through the League of Minnesota
Cities Inaurance Trust (LMCIT). The City pays &n snnual premium to the LMCIT. The City is subject to
supplementel assessmeniis if deened necessary by the 1.MCIT. The LMCIT reinsures through commerciat
companies for ctaims in excess of various amOUNts. The City retains risk far the deductible portions. These
deductibles sre considered immaterial 1o the finencial statements. The risk menagement activities of the City
are accounted for by the Self-Insurance Fund, an internal service fund thet charges i costs to user
dopartments. There were no significant veductions in insurance coverages from coverage in the prior year,
Ng sestioment amounts exceeded insurance coverage far the past three fiacal years.

The Hability resorded in the Sell-insurance Fund includes estimated settlements for claims reported but not
seitled as of year- end, s welt as an estimate of claims incurred but not reported, When a new claim is filed
with the City, the League of Minnesata Cities Insuranee Trust establishes an estimated toss potential. This
reserve is expensed at year end and then adjusted up or dawn when the case is closed.

0 2008

Unpaid ¢taims at beginning of year $1,263,193 $ 512,777
Claims paid {494,182} (201,959)
Mew ctaims 458,604 892 375
Unpaid claims al end of year $1,227,705 £1,263,193

The tong-term deht obligations outstanding at year-end are summarized ax follows:

Balance at
Type of Bonds Maturities Rates 123149
Governmental aclivities:
General obligation (G.0.} bonds 2010-2021 4.00% $ 5,285,000
G.0. improvement bonds 2010-2030 A5 - 570 43,580,000
G.0. tax increment bonds 2010-2032 260 - 1.60 5,340,000
Tosal governmental 52,205,000
Business-type activities 2010-2013 2.00 - 425% 615,000
Total bonds $ 52,820,000

LS et -0

Changes in long-term Jabilitics during 2009 are summenized 83 follows:

Balance at Dalance st Due Within
031/01/Q9 Additions  Retirements  12/31/09 Ons Year

Governmental activities:
G0, bands 5 O5590,000 § . 3% 305000 $ 5285000 5 345000
G.0. improvement bonds 37,210,000 7835000 3465000 41,580,000 3,185,000
G.0. 1ax inorement bonda 6,180,000 - §40,600 5,340,000 805,000

Capiial lease payable 6,285,000 - 400,600 5,885,000 420,000
Renefits payable 1,105,081 1,536,148 §54,336 £1,786,843 589,342
OPEB iighility 549,194 1,043,100 322,585 1,267,709 -
Total governmenial 66,917,275 10,404,151 6,176,874 71,144,552 5,344,142

Business-type activities:
Enterprise bonds 365,000 . 250,000 615000 160,000
Total business-type 165,000 - 250,000 615,000 160,000
Totat § 67,782,275 5 10.404.151 $6,426874 § 71759552 § 5,504,342

The benefits payable are generntly liquidatcd by the Benefit Accrusl Intemmal Service Fund. 1t is not
practicable to determine the specific year for paymnent of benefils paysbie, 1t is also not practicable to
determine the OPEB liability that is due within one year,

Due fo changes in Chapier 2094 of the Minnesota Steiutes in 2003, as a result of the State not being eble to
fund an obligntion it created for citics, the City must bear a substantial portion of health insurance costs for
public safety employees who are injured in the line of duty end permanestiy disebled. The City must pay
heatth insarance premiums for these employees and their dependents, il required, witil age 65, The City has
six public safety employees presently entitied to these benelits and has acerued the estimated present value
cost of benefits of $36B,312 within the Insured Benefiss Internal Service Fund.

Long-term debt maturitics {including inferest of $15,878,068) zre as folows:

Govermnental Activilies Businegs-type Activities

Year Ending
December 31, _ Principal  Interest  Principal Enserest Tolat
2010 $ 43350000 §1525014 § 60,000 % 21,998 § 6442012
2011 5,020,000 1,850,266 155,000 13,739 7,041 0035
2 4.450,000 1,674,636 150,000 9,488 6,484,124
2093 4,055,000 1,516,215 150,000 3,188 5,724,403
2014 3,935,000 1,368,182 - - 5,303,182
015215 17,465,000 4,626,922 . - 22,091,922
2020-2024 7,595,000 2,086,08% - . 9,681,089
2025-2029 4,355,000 725,436 - - 5,080,456
2030-2032 185000 54,875 - - 849 878
Total $£52205.000 $15827,655 § 6315000 % 50413 568,698,068

On Docember 17, 2009, the City issued $7,835,000 of General Obligation Permanent Improvement Revolving

Fund Bonds with an effective rate of 2.82%, the proceeds of wiich were used 1o provide funding for public
improvements.
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The following is & schedule of bonds paysbie al December 31, 2009:
Revenves pledged sre as follows;

Oaginal Helanca at
ype ol Bonds nAmound | Mawites  Roles  Dec 3%, 2000
L ) Brevno PO . 7S
Cord OF T Rerrsiving Privpa
Geemmenial Activiies: the g ol ssatol  Temo  Piced  sadinbnst Revsios
Ganeral Obligation {(G.0.) Bonds: B0 Bau8 Procends Hps.. debl yervice oelrgyeruey B rdereat sucehmd
HIOT AN Conter Refanding 5. 55R0000  20%0202Y 4.00% 5 5205000 , promrner) - A i
Fetel G.O. Borde 5,500,000 L Gner sl Okgasien (.01 Bonda:
TOOT 0.0, Aty Cenier Rdiaading B Refund 2000 Ang Ueted Dbt Blrvics fav fmey 100K nie BT - ¥ L4730 3 S2ME § aRpdor
Ganerl Obigation (@.0.) Improvement Barkis: ‘ Fano? Bords - Crossover
2000 PIR, Thirty-Fhe Serles 1,230,000 mio £.15% 150,000
200 PIR, Thifly-51x Setes 1,075,000 0102011 4.00 - 4.26% 230, 000 el Crigaticn {G.0.) Impdcvement Bands
2002 PR, Thity-Sewen Senes 210,000 20102012 2.50 - 4.00% 605,000 4000 P Bonds, Ty Secie - Sl o nx JMD-fmib sasen THOSEE  18088a
2000 PIR, Thiry-Efght Sertes 5280000  POI0:2018 250 4.00% 3,305,000 oy Dotx Sorvica Tax Lavy 3% e
12,750,000 2010-2025 2.50 - 4.650% 9,715,000
%:& m:"“e Sedes 5'&:?)“ 2002047 A 00, 4725000 X0t PR e, sy S5 Saring Spmod s we o KON FEBA MK 1AM
Sedey ! I 128, e
2007 PIR, Forly-Ona Sedes. 5056,000 2002028 4.00. 4.50% 5,445,000
2008 PR, Forly-Twa Serdes %,570.000 AHO-2028 3.25 - 5.00% 8,570,000 2002 P9 Boneds, Thirty-Garens By Il Spocid bt EH A N2 GMMD AZe08 N4
2008 PR, Fory-Thvea Sarias o TBIS000 20122030 .85 5708 7,835,000 W2 Oene Bondca Tus Ly B ~
Tolal G.0. Improwgenent Bonds o SLEZOO0G 10,000 00 PI By, Tisety-Cigint Beries Epecht A Y M .08 ABMAN STLEG $10048
Mar-g3 Detd Geyves T bavy 87 e
1647 Sedal é?ngr%g;lmnmm Rore! BS00G  Z0V0-0L3  375-535% 275,000 200 oo, T bne e ol MR TNNID amEAME LMGTM LT
‘ " ' g B Doty Barvicy T s
1087 Sodal Bonds 15000 2002012 8.85.7.00% 505,000 rateloa s
2003 Saiat Bonds 830,000  2010-2031  2.80- 5.40% &50,000 208 P4 Borgts, FeeTy ivvay Spachd A3 % W ENS-ZT 6496800 TN FamR0
2004 Sedat Bands 245000 20502032 4.83-5.50% 2,390,000 Hov0 Uetd Barvico Tex Lovy - 57% o~
2005 Sorlal Bonds 5000000 002012 500-50h 1320000 2007 PR Randk, Foriy Ona Bavies ki inyct Speciad o e WOT-XOR SN REKD E0.460
Tolnd G.O. Tax ncremant Bords 2,055,000 5,440,000 g2 Dbl Servics Fad bowy  45% e
FRR FF Gl Focty-The o Borins il mrls Bprcad L o TO0H - 2076 13264400 7 a0 $17940
Tote! povemenantal poiivties _. 88,265,000 32,205,000 Ceron " bt Borvits fom ey P8 o
Buzingss-lype activies: oo P Bor, Facty Boriea ks rer Special % ol UG TIE GA1ANY
Entevprise Bonds: Doy Db Sorvica Tae fwyy 174 e
20020 Recrestional Faciity Gross Revna Refunding 1035000 20102093 200 - 4.25% 815,000
nrwme st Obkoamnn 1600} Ted dcobtiind Bomta:
Folal business-ypo attlics e 823,000 JO—— 1% VRIT Beral T G0 Rofnding s Mefuwns 1680 TR Bonds T R tem wa  we?.IRR A Ve TIaM
Joredl $E v D
Tous! bonds paysble 508,300,000 52 924, "
FIT S (¥ GO, Bty Radryeicerman in Oxnary  TF Revanue 10m6 ni S - 2002 BE4 S 180 5% 1AMt
By 47 O3 TIF Dlatrict
Pt = Pemarend bnprowement Renalving HED Geriad TF (0. Bonds. Hrdvoioumend i Calar  TF Rovanue 0w e RKO0LTRIE TRAETIS HL051 [0
Mar 01 TF [vict B2
KO Bavist TF 0.0 Bones PoocipytdogarorE Lyncain TE Pnwtrue =y ol HO0M - FiiE A, 159 808 LS 3
The City issues generat obligation bonds to provide funds for the requisition and construction of major eapital 04 Craen YF Daskt
facitities, Uenerni obligation bonds huve been isaued for both general government and business-type 7 Bkl TF G0 Roluncieng B Pafiess W03 0,03 TF B TF Frvarmae o 0PI AN BOWO  eenom
activities. Bonds issued for business-type nctivities are reported in the propristary funds if they are expected T et (o e Tan Loy 2% ~
10 be repaid [rom propriefayy fund revenues. Gencsat obligation bonds are direct obligations and pledge the W
fuil foith and credit of the City. :
F0UT Rt resorad Facily Gioks Ralurd 1932 Perasional M/ o Reveiots kLY T R - TG S 411 AR TS 108
- N . Peverin Refurdng Bt Movg2 Fucky Roerwe Bonds ool
General obligation storm water bonds are serviced by the wtility funds and are reported as detd of those funds, a e

General obligation bonds backed by the fuli faith, credit, and taxing power of the City are supported by
various debt service funds and are inchuded n the government-wide Statement of Net Asscts.

The bond indentures for the enterprise fund bonds contein various restrictive financial covenants, Tho City is
in compliance with af] of these requirements a1 December 31, 2009,
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("aneral Obligation {G.0,} Bonds:

Aa&:&m&@m The City has pledged foture tax ad valorem revenue to repay the $5,590,000
banda issued in Febowary 2007, Procoeds from the bonds refunded the 2000 Arts Center Bonds on
February 1, 2008, Tax levies were projected to produce § 00% of the debt service requirements over the
tife of the bonds, Tota} principal and interest remaining on the bonds is §6,647,300, payshle through
February 2021, For the cument yvar, principal and interest paid and o1l tax fevy revenucs were

' $522,500 and £522,500, respectively.

General Obligation {G.0.} ITmprovement Bonds:

.

2000 PIR, Thisty-Five Series. The City has pledged future ad valorem tax levies and specip asszssments
to ripay the £1,330,000 bonds jssued in November 2000. Proceeds from the bonds provided financing [or
VEFOUS lnftﬂsiructum improvemenis. Tax levies were projected lo produce 39% and special assessments
were projected to produce 61% of the debi service requiremenss over the life of the bonds. Total principal
and interest remaining on the bends is $153,563, payable through February 2010, For the curment year,
principal and interest paid and foual 1ax levy and special assessment revenues were 5160,688 and
$160,688, respeciively.

200! PIR, Thiny-Six Serdes. The City has pledged future ad valorem tax tevies and special assessments
1o repay the 31,075,000 bonds issuad in July 2003, Proceeds from the bonds provided financing for
various infizstrocture impr g Special were projected to produce 1005 of the debt
service requirements over the life of the bonds. Total principal and intercst remaining on the bonds is
£239,548, payable through February 2011, For the current year, principat and interest paid and oisl
special assessment revenues were 5132,350 and $132,350, respectively.

. The City has picdgad future ad vajorem tax levies and special
Assessments ta repay the §2, ﬂlﬂ D00 bonds issued in Novemnber 2002. Preceeds from the bonds provided
fmancing for various mrmslmume improvements. Tax levies were pm}ec:ad to produce 68% and spectal
assessments were projected to produce 32% of the dotd service sequirements over the life of the bonds.
Total principal and intercst remammg on the bonds is $639,413, payable through Fetwruary 2012, For the
current year, principal ond interest paid and todsl tax levy and specinl asscssment revenues were $232,406
and $232,408, sespectively,

2003 PIR. Thivty:Fight Series. The City has pledged future ad valorem tax levies end special zssessments
to rpay the £5,280,000 bonds issued in March 2003, Proceeds fram the bonds provided financing for
verious infrastructure improvesnents. Tax levies were projected to produce 67% and special assessinents
were projected to produce 33% of the debt serviee rognirements over the life of the bonds. Total principsl
and interest remnaining on the bonds is $3,856,890, payable lhroogh Februnry 2018, For the cugrent year,
principal and interest paid and total tax levy and special assessment revenues were 3511,945 and
£511,945, respeciively.

2604 PIR. Thimy-Nipg Series. The City has pledged futore 2l valorem tax levies and special assessments
to repay the 12,750,000 bonds issued in March 2005, Proceeds from the bonds pravided linancing for
various mfraalmciure improvements, Tax levies were pm_;eclr;d to produce 30% end special assessments
were projected 1o prothace 54% of the debt service requirements over the lifey of the bonds. Total principal
and interest remaining on the bonds is $12,663,638, payable through February 2025, For the cument year,
principal and interest paid and tatal tax levy and specin] sssessment revenues were $1,150,770 and
$1,150,770, reapectively.

2006 PIR, Forty Series. The City has pledged Future ad vatorem tax levies and spocial assessinents to
repay the $5,855,000 bands issued in November 2006, Proceeds from the bonds provided linancing for
varioas infrastructure feprovemnents. Tax levies were projected to produce 67% and special assessments
were prajected to produce 33% of the debt service requirenzents over the Iife of the bonds. Tots! principal
and interest remaining on the bands is 5,496,500, payable through February 2017, For the current year,
principal and interest paid and total tax fevy and special assessment revenues were $739,800 and
$739,800, respociively.

2007 PIR, Forty-One Serigs. The City hos pledged future ad vatorem tux levies and specisd assessments
to rcpay the $5,915,000 bonds issued in Decemnber 2007, Proceeds from the bonds provided financing for
various infrastructure finprovemenis. Tax ievies were projected to produce 45% and special assessimenls
were projected to produce §5% of the debt service requirgments over the life of the bonds, T'otal principal
and nterest remaining on die bonds js $6,790,460, payable through February 2028, For the cumrent year,
principal and interest paid and total tux levy and special agsessment revenyes were $699,169 and
$659,169, respectively,

2098 PIR, Forty-Two Serigs. The City has pledged future ad valorem tax levies and special sssessments
torepay the 59,570,000 bonds issued in October 2008, Proceeds from the bends provided financing for
varicis infrostruciure improvements, Tax levies were projected to produce 24% and special assessments
were projected to produce T6% of the debt strvice requirements over the life of the bonds. Total principat
and interest remaining on the bonds is 513,244,480, payable through Februnry 2029, For the curvent year,
principal and interest paid and total tnx Jevy and special sssessment revenucs wore $317,980 and
$317,980, respoctively,

2009 PIR, Fariy-Three Series. The City hes pledged future zd valoremn tax jevies and specia nssessments
to repay the $7,835,000 bonds issued in December 2009, Proceeds from the bonds provided financing for
varicus infrastructure improvements, Tax fevies were projected fo produce 27% and special assessiments
were projected to producee 73% of the debt service requirements over the life of the bonds. Toted principal
and interest remaining on the bonds is §10,411,383, payahte through February 2030. For the current year,
principal and interest paid and tofal tax kevy and specint assessment revenues were $0 and 54,
respectively.
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General Qbligation {10} Tax Increment Bonds:

. mem;m The City has pledged future t8x increment revenue to repay the $875,00 bonds
issued in Janvary 1597. Proceeds from the bonds refunded the 1986 TIF Bonds. lncremental property
1axes were projected o produce 100% of the debt service requirements over the life of the bond {ssue,
Tutal principat and interest remaining or the bonds is $312,185, payshle through December 2013. For
the current year, principal and interest paid and total tax increment revenues were $77,575 and 877,575,

" peapectively,

+ 1997 Seriat Bonds, The City has pledged tax increment revenue to repay the $1,505,000 bonds issued in
May 1997. Proceeds (rom the bonds provided financing for the redevelopment in Oxborg 0.3 TIF
District, Incrernental property taxes were projocted to produce 100% of the debt service requiremenls
over the bfe of the bond fssue. Tolal principal and interest remaining on the bonds is $564,265, payahle
{hrcugh February 2002 For the curent year, principal and interest paid and to1al tax increinent revenucs
were §188,541 and $188,541, respectively.

* 2003 Serial Bonds. The City has piedged tax increment revenue o repay the $930,000 bonds issued in
March 2003. Proceeds from the bonds yrovided financing for the redevelopment in Oxbaovo TIF District
11-2. Incrementai property taxes were projected 10 produce 100% of the debt service requirements aver
the life of the bund issue. Toinl principat and interest remaining on the bonds is §1,444,774, payable
through February 2031, For the cupret year, principal and interest paid and totaf tax increment revenues
were $63,953 and $63,953, respectively.

* 2004 Serial Honds, The City has pledged tex Increment revenue to repay the $2,4435,000 bonds issued in
March 2004, Proceeds from the bonds provided financing for the redevelopment in Lyndale Green TIF
Digtriet. Incremental property taxes were projected 1o produce F00% of the debt service requirements

over the life of the bond issue, Total principal and interest remaining on the bonds is $4,159,656, paysble

thsough February 2032. For the current year, principal and interest paid and tolal tax increment revenues
wore $181,351 and 3181311, respectively.

. m&;mﬁg@mm The City hes piedped 1ax increinent revenne to repay the $3,300,000
bonds izswed in February 2005, Procoeds from the bands refunded the 1995 G.O. TIF Bonds. Tax levics

were projected to produce 42% and incrgmentsl property 1es were frojected to produce 58% of the debt

service requirements aver the life of the bond issoe, Tota} principal and interes! remaining on the bonds
is $1,408,000, payable through February 2012. For the current year, principal and imterest paid and total
fax increment revenues were $640,000 and $640,000, respectively.

Enmpnse Bnnd.s

Revenue Refunding. The City hes pledged future recreationad facility

1992 Revreationat Facitity Revenue Ponds, The bonds are payahle from recreation revenues. Armosl

principal and intcrest payments on (he bonds ane expected to require less than £7% of net revenues. Total

principal and interest remaining nn the bonds is §665,411, payoble through Febraary 2013, For the
curcent year, principal and intezest paid and total customer net revenues weze 5188078 and $183,078,
respectively.

- CAPITAL LEASE

The City entered into a lease agreement with the Bloomingion Port Authnrity in 2001 as lessee to facilitate
the financing of & portion of the coustruction of the new municipal GampE that contains the new City Hall,
Police, and Arts Center facilities, Ta factlitate the funding of a portion of the construction of the new
monicipal campus, the Pon Authority issued revenue bonds in the amount of $8,685,000, to be repaid with
annuat lease payments from the City ta the Port Authority. This Jease agreement quatifies as a capital lease
for acenunting purposes (title tranafers at the end of the lease ferm) and, therefore, hes been recorded at the

revenues to repay 1ha Si 335 000 bonds issued in November 2002, Proceeds from fhe bonds refunded the

present vajue of the futare minimum leasc payments as of the date of its inception based on an intercat rale
sange of 4-5%. The City acquired capital assets of §8,685,000 under the tenms of the capital fease. The
accumulated depreciation for the Civic Ploza is 56,769,747 at year end. The following is a schedule of the
futuze minimum Jease payments and the ret present value of the net minimum lesse payinents at
December 31, 2009:

Frcilities Replacement

Fiscal Year Ending Dec. 31 Internal Servige Pund
2010 ¥ 705,265
w1 704,265
2012 704 465
2013 703,765
2014 703,766
2015 - 2019 3,530,119
2020 - 2021 -
Total minimum lease payments 7,755,145
Les: amount sepresenting inteyest
Peesent vatue of future minimum lease paymenss 55885000

Fund balance in the various funds has been seserved or designated at December 11, 2009 a5 foliows:

rved
General Fund -
Encumibrances 5 261,546

Specink Revenue Fund -
Cenietery Pennanent Care and hnprovement:

Land scquisition and improveinent 3 294,715
Perpetual care » 683,038
Tota § s
Dieti Service Funds (all funds) -
Reserved for debt sexvice § 11,586,607
Bestricted
Enteiprise Fand -
Recreational Facilities -
Bonds and interest b} 163,500
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b Genelsg Fund; : 9. INTERFUNI RECEIVABLES. PAYATLES. AND TRANSFERS

i i $ 19,193,433
gﬂ;’mﬂm 257,176 The following is & schedule of interfund receivables and payables as of December 31, 2009:
476
£ 9 6sﬂlﬁl4 .
Tl Fund/Component Unit Receiveble e tayable
i : Crenteral Fund {ay s 122,163 3 -
P : Capital Projects Fund @ 1,797,481 }
Escrow Trus{ 5 503,673 Comemunity Development Block Grant Fund {1} " 8,000
Municipal Cable Televisioo 031,748 Emprovement C‘;:nstmciiun Fund (4} - 1,171,649
i i 3,052,167 Enterprise Funds:
f»ﬂﬁi?i :ﬁ:ﬁ Specist Revenue 1,576 Water/Wastewaier Fund (3 611,202 .
Strategic Planning 48,648 Recreationat Facilities Fund @) - 625,832
Airpen South 1,668 . Intemnal Service Fund 3 - 631,202
Total $ 4615480 Nonmajor governmenta] funds (3] . 16,500
Tt Nonmajor ¢nterprise funds [43] - 97,663
: : . : . Tosal 2,530,846 1,530,846
C“l;;‘“‘ P"?J“g F‘;‘s“"*‘ (Futare capita projects): Intta-setivity efiminaton (1418,553) (2.418.553)
mll’m;igevsi . t ¥ LB Interual service fupd sllocation 2,468,047 2,488,947
Maj:r funds: ppmen . . Govemnment-wide intemnal balanges 5 2601240 £ 2,601,240
Capital Projects 44,932,301 Pri Go .
Improvement Constroction ¥7,491,260 rimary Govemnment:
Stn‘::)Aid Construction 7,286,593 General Fupd 5 224822 § 58%,220
Total major funds 69,720,154 Community Development Block Grant Fund - 48,149
[RETRLI XS Capital Projects Fund 6,932,644 4,611,923
Total m——— Bonds receivable - due:
. Within one year 805,000 -
Ta addition to (he reservations of net assets in fhe pfnprietsry funfix a8 mponed am, a portion of the in more than nne year 4,661,731 R
onreserved ned assels of these funds has been identified for working capitat and capital improvemnent needs. Enterprist — Water/ Wastewster Fund 58 )
Nonmajor governnzental fand - 16,000
AN
Component Lnits:
Housing and Redevelopment Authority:
Primary government 95,303 128,564
Bonds payable - due;
Within one year - 805,000
In more than ane year M 4,661,734
Port Authorigy 5,177,990 7,029,481

$ 17,898,068 5 17.89%.068

Interfund receivables and payables represent (1) lending/bomowing arrangements 1o cover delicit cash
batances at the end of the fiscal year, (2) a loan 1o Recreation Facitities for Ice Garden consteactivn, (33 e loan
10 an Internal Service Fund for facilities construction, and (4) loans made between Capilal Project funds.
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The following is n schedule of interfund transfers for the year ended Decomber 31, 2009:

Fund Trensfermed To Funyd Transferred From Amouri
General Community Dev. Block Grant {1} & 23540
Capital Projects 13 2,162,667
Nonmajor Governmental {1 446,257
Nonmajor Enterprise (B 12,662
Total General 2,645,126
improvement Bands Improvement Bonds [vi] 411,280
improvement Coostruction Improvement Construction () 3583650
State Aid Fund General Furd [£}] 55,000
Noomajor Governmental General Fund §3] 300,000
Capilal Projects [4}] 57,000
Internal Service {1} 97,092
Nonmajor Gavernmental [ 2 t 9 1 1)
Total Nenmajor Governmendal 1,165,289
Storm Water Enterprise General Fund (v __ 47350
Nonmager Enterprise General Fund ¢y ... 250000
Internal Service Capital Projocts 4] 2,627,497
Nonmajor Governmentat (1)) 125,000
Nonmajor Enterprise [$)] 18,660
Internal Service H 129,757
Tulal Internat Service 2,504,914
Totat 3 1§H062,50‘J

Generally, transfers arc used to: {1) move revenues from the fund that collects them to the fund that the

budjet requires to expend them, snd {2) mave ruceipts restricted o debt service fom the funds collecting the

receipts (o & debt service fund.

1. CONTINGENCIES

There are several lawsuits pending in which the City is invalved. ‘The Cley Attorney eatimates shat the ]
potential ciaims agrinst the City not covered by insurance resulting from such ditigation would not materially
affect the financial statements of the City.

A. FEDERAL AND 5TATE FUNDS

The ity receives finaneial assistance rom federal and state povernmentat egencies in the form of grants,
The disbursement of funds received under these programs generally requires complionce with the terms
and conditions speeified in the grant agroements and is sulyect to sudit by the grantor agencies, Any
disalowed clafing resuiting from guch audits could become g Hability of the applicable fund. However, in
the opinion of management, any such disaliowed cisims will not have & materiaf effect on any of the
fnaneist statements of the individuat fund types included herin or on the aversit financial position of the
Ciry at December 31, 2009.

B. TAX INCREMENT DISTRICTS

The City's tax increment districts are subject to review by the State of Minnesota Office of the State
Auditor {OSA). Any disallowed claims or misuse of tax increments covld became a finbikity of the
applicable fund. Based on external legal advice and external independent suditor interpretations,
manggement hag indicated that they are not aware of any instances of noncompliance which would have a
mateniaf effect on the financial statements, per City of Bloomington ietter dated May 21, 2010 to the
Minnesots Office of the State Auditor,

12. REESNED BENEFIT PENSION PLANS
A. PUBLIC EMPLOYEES RETIREMENT ASSOCIATION (PERA)
PLAN DESCRIPTION

All fultime and certain part-time employees of the City of Blooiningion (except for the City Manager
wha may chooge to be exemnpt from coverage at ime of employment} are covered by defined benefit
pims administered by the Public Employecs Retirement Association of Minnesots (PERA). PERA
administers the Public Employees Retirement Fund {PERF} and the Public Employees Potice and Fire
Fund (PEPEF), which are cost-sharing, rmuitipie-employes retivement plans. These plans are established
and adminisiered in sccordance with Minnesota Statutes, Chapters 353 and 356,

The majority of City memhers belong to the PERF Coordinated Plan. Al police officers, fire fighters,
and pesce officers who gualify for membership by statute are covered by the PEPFF,

The City maintains six enterprise furda thal cciount for the water/wastewater atilitics, storm waler ulilities,
recreational facilities, solid waste management, contractual potice services, and motor vehicle services. The
City considers each of its enterprise funds to be a scgment. Since the required segment information is already
included in the City's proprietary funds’ statersent of net assets and statement of revenues, expenses, and
changes in net asacts fand combining stetements thereof), this information has not been repeated in the notes
10 the basic finaocial statements.

PERA provides retirement benefiss ss welf as disability benefits (o members, and bencfits 1o survivors
upon death of eligible mesnbrers. Benelits are established by state statute, nnd vest afler three years of
credited service. The defined retirement benefits are based on & merber's highest average satary for any
Tive successive years of allowable service, sge, and years of credit at termination of service,

The benefii provisions stated i the previous paragraphs of this seetinn are eurrent provisions and apply to
active plan pariicip Vested, tenninated enployees who are entitled to benefits hut are nol receiving
ther yet are bound by the provisions in elfiect at the time they last tenminated their public service,

The State’s actuariat accrued Hability for PERF at June 30, 2009 was 518,799,416 000; the unfunded
actuarial accrued Jiability was $5,640,926,000 or 2 funded ratio of 70.0%. The Swte’s actuarial accrued
tinhility for PEPFF o June 30, 2009 was $6,206,274,000; the unfunded ectuarial accrued Habitity was
$1,056,419,000, and the funded ratic was §3.2%,
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PERA isaucs a publicly avaitable financial report that inchudes financial statements and required
supplementary information for PERF and PEPFE. That report may be obtained by writing to PERA,

60 Empire Drive, Suite 200, St Pavi, Minnesota, 55101.2088, catling (651) 256-7460 or 1-800-652-%H126,
or on the web at www.mnpera.org.

FUNDING POLICY

Minncsola Statutes Chapier 353 sets the rajes for employer and employee contributions, These statutes
are established and amended by the state legisiature. The Cily makes annual contributions to ths pension
Plans equal to the amount required by stale statutes. PERF Coordinnted Plan members were rexquired 1o
contribute 8.0% of their annuai covered satary in 2609, PEPFF members were required Lo contribute
9,49 of their anrrusl covered salary in 2009, The City is required (o contribute the fuflowing percentages
of annuei covered payrafl: 6.75% for Coordinated Plan PERF members and 14.10% for PERFF members.

The City"s contsibutions fo the Pubjic Employees Retirerent Fund- far the years ended Decemnber 31,
2009, 2008, and 2007 were $2,030,640, §1,842,233, and $1,707,184, respectively. The City's
coniributions to the Public Empioyces Police and Fire Fund for the years ended Decomber 31, 2009,
2008, and 2007 were 51,482,130, §1,325,108, and $8,115,208, resportively. The City’s contributions
were equal to the contrachually requized contribugions for each year as set by state statuse,

RELATELD-PARTY INVESTMENTS

As of hune 30, 2009 and for the fiscal year then ended, FERA held minimal, if any, securitics isaved by
the City, ita components, or other related partics.

BELOUMINGTON FIRE DEPARTMENT RTULIEF ASSOCIATION {THE ASROCIATION)
PLAN DESCRIPTION

The City may levy iaxes onbehalf nf a single-employer public empioyee retivement plan operated by the
Association for voluntesr firefighters.

Volunteer firefighters of the City are members of the Asgociation, A member of the Association who has
compietod 20 or more years of service as a_ vohmteer of the Fise Department shall, afler age 50 and
setirement, be entitled 10 a basic pension of 33-1/3% of the average of the highest paid non-officer police
afficer's pay over the last 3 years, in conformance with the by-laws of the Association. Disability
benefits are the some as & normal pension and are payable while the member remains disabled. Afler age
50, the normet retirement benefit is payable. These benefit provisions and ail ather requirements are
consistent with enabling Minnesota Statuses.

Volunteers of the Fire Depariment are sequired to contribute $144 per year of their gross earnings 10 the
Association,  a member leaves the department after 20 years of service, the accumulated contributions
plus eamed interest are refunded to the member or desigonted beneficiary, The City levies propeny taxes
at the direction of and for the benefit of the Association and passes through state sids sliocated to the
plan, all in accordance with enabling Minnesota Statutes,

The Association’s sctuariat acerued liability is determined as part of an annual actuarial valuation cn
Jamuary 1, 2010, Significant methods ane as follows:

‘Fhe Tnost recent actuarial vatuation date i January 1, 2014,

«  Actuarial cost is defenpined using the Eniry Age Nommai Cost Method expressed &s a level
percentage of earnings.

*  Actuarial value of assets is markel vaiue.

s The upfunded acaued labitity is amorized using 8 20-year rotling end date.

Significant actuarial assumpiions are as follows:

Investinent rate of return is 6% per annum.

Payrol increase is 4% per annum,

Cost of Living Adjustment (COLA) incresse is 4% per annum,

The inflgtion rate assumption is huilt in 10 other rate assumptions.

Mortality assnmpions for pre-retirement, post-retirement, and post-disability are:

L ]

Male: ¥971 Group Annuity Momality Table, without margins, projecied 1o 1976 by scale B,
Femate: 1971 Group Anmvity Monality Table, withont marging, projected 1o 1976 by scele E sel
back seven years.

There have been 1o significant changes o plan provisions and actuariai methods snd assumptions in the
fast six years, except the following:

s In 20(M, the City made funther contributions o the Association due fo s funded ratio of Jegs than
% in 2002, This was the second year City contributioms wene needed since 1997,

s In 2005, the interest rase of return assumption was changed from 3 w0 6% per angrum. §s addidion, the
payrall increase and the COLA increase sssuniptions were changed from 3.5 to 4% per annum.

+ In 2005, per state fegistature approval, the unfunded seeryed liability amortization method and period
chuaged from p level doblar amout o Decemnber 31, 2010, and o closed amortizatiun approach to a
20-year roliing end date. Under the 20-year rolling end date approach, whenever the sctuarial
ncerued Habii#y initially exceeds current asscts, the initial unfunded actuarial scorued liabitity is
amortized es & level deflar amownt over 20 yeers, Subsequent changes in the unfunded scrusrat
acerued Hability that resuits from achuariaf gaing and fosses, srsumpiion changes, and plan
amendments will genzrate a base that shatl be amoertized as & level amount over 20 years froms the
date of the establishment of the base. Otherwise, 0% of the excess of current assets over the
actuanial accrued Hahility is treated as a supplemental credit and any amortization bascs that existed
prics to the plan’s cument assets exceeding the actuarial scerued Bubilities are considered fully
amnotized,

The Association issues a publicly available financial report that includes financial statements and required
supplementary information for the Association, That reportinay e obtained by writing 1o the
Bloamingtan Fire Depastiment Relief Association, 1800 West ()3 Shakopee Road, Bloomington, MN
55431, or by catling {952} 563-8700.



TE-NI

FUNDING POLICY

The Association’s funding policy provides for contributions from the State and the City in amounts
sufficient to accumulate sufficient nssels to pay benefits when due. The annual contribution is the sum of
the nonnai cost, the state contribwtion paymens, ond the provision for administrative expenses. The
nermat cost is a jeve! percentage of pay assuming each firefighter would eam the same as 2 Bloomington
potice officer. The Bloaminglon Fire Depariment is comprised of volumtesrs; therefore, there are no
covered payrodt percentage caloulations. .

For the year ended December 3, 2009, the City made a cantribution of $0 to the Assovistion. For the
yoars poded 2008 and 2007, the City contributed 30 and §0, respectively, The City's contributions were
in conformance to the contrasiually required contribwtions for each year as set by state staiute.
ANNUAL PENSION COST AND NET PENSION ORLIGATION

Threg-year rend information for thie Association is as follows:

Annual City State Met
Fiscal Year Rexuired City Percentnge State Percentage Pengion
Ended Contributions  Conwribitions  Contributed  Comribution  Contributed  Obligation
12/31/07 $361,942 3 - 4 $517,013 £43% 5 -
12/31/08 (520,335} " 0 439,902 185 -
1231109 (150,559} . 0 374,096 347 -

Maote; The annuad required contributicas arc actuariatly determined. The City, if necezsnry, and Stage are
required by statute io make contributions, ali of which have been made, The State’s contributions on
behaif of the City are recarded in a non-najer special revenoe fond as revenues and expenditures,

REQUIRED SUPPLEMENTARY INFORMATION
Scheduie of Funding Propress for the Association

Actuariai Annual
Actuanial Aceried Covered UAAL sz a

Actuarial Vahe of Plan  Lizhility  Unfunded AAL.  Funded Payroli* Percentage of
Valuation Asseis {AALY {UAAL) Ratio  {Previous FY) Covered Payroll

Date (A} (8) (B)-(A} (AY(E) (c) {B-AYC)
12407 $122,158,440 $33,293968 $(28,864471)  130.9% $5,970,800 (289.5v%
12431708 88,630.403 97,105,233 #,465,842 9:.3 1,235,736 827
1273109 98,707,362 99,697,775 900,413 .6 9,730,704 0.1

Annual covered payrol is based on the assumption that each active ptan member eams ihe most recent
three-year average salary rates of the highest paid non-supervisory police officer in the City of
Bloomington. Because all active plan members are volunteers, therc is no actual payrolt,

RELATED-PARTY INVESTMENTS

During 2004, the Association held no securities issued by the City, #s compenents, ot other related
parties,

13. POST-EMPLOYMENT BENEEITS

in 2008, the City prospectively smplemented the requirement of a new accounting pronouncement, GASB
Statement No, 45, Avcennting and Financial Reporting by Employers for Pastempioyment Bengfits Other
than Pensions.

A, PLAN DESCRIFTION

In addition to providing the pension benefits deseribed in Note 12, the City provides post-
employment health care tenefits {as defined in parngraph B) for retired employees and potice and
firefighters disabled in the line of duty, through a single-employer defined benefit plas. The tesm
Plan refers to the City's requirement by State Statuie to provide retirecs with aceess ta health
insurance, The Qther Post Employment Benefit {QPED) plan is administered by the City, The
authority 1o provide these benefits is cstabiished in Mi ta Statutes Sections 471,61 Subd, 2a, and
2994465, The benefits, benefit lovels, employee contributions and employer contributions sre
goveried by the City and can be emended by the City through its persoruet monuei and coflective
bargaining agrecments with employce groups. The Plan s not accounted for as a frust fund, as an
irrevocable Lrus§ has not been established to account for the plan. The Plan dots not fsue a separate
report.

B. BENEFITS PROVIDED
RETIREES

The City is required hy State Statote (o allow & retiree to continue participation in the City’s group
heatth insurance plan if the individual fenminates service with the Clty Girough service retisement or
disabitity setirement, Eligibility For continuing group heakth and dental insurance for City retiress is
defined as follows:

The foltowing cligibility requirements are the minimuim aflowed under Misinesota Siasutes 471,61 and
298A.465 fur local government entiics:

¢ Atretirement, employees of the City of Bloomington receiving a retivement or disability bencfit,
ar eligible to receive a benefit, from s Minnesota public peosion plan {other thag a volunteer
Firefighter plan) may continue to participate in the Cliy's growp healih insurance plan that the
employee was a parlicipant of iramediiately prior to retirement,

+  For Police or Firefighters disabled in the line of duty, Minnesota Statute 2994 465 requines the
Patice or Fisefighter’s employer to continue payment of the ernployer’s contribution toward
health coverage for the Pulice or Firefighter and their dependents, if the dependents were covered
it the thne of the disabifity, unti! age 65,

» Employees may continue spouse/dependent coverage st retirement or add such coverage at the
spouse’s retirement o the begioning of an entoliment year. Covered spousca/dependents may
<ontinue coverage after the retiree’s death.

Lengh of coverage

«  Retirees and spouscs/dependents are eligible fo continue coverage in the City’s group health
insurance plans until they attain age 65 or unti! dependents become incligiblie under the contract,
provided the ubave eligihility requirements are niet and spplicable premiums are paid, Retirees
that elect nod to continue health coverage, at any time, are not efigible to re-enroll in the City’s
group health ingurapce plan,
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» Upen aitaining age 65, retirees and spouses are cligible to continue coverage in & City-sponsored
Medicare Supplementai Plan (Healtl:Pariners Froedom, Medica Prime Solution, or U-Care
MinnesoAn} or two of Four City-sponsored group health insurance plans (HeaithPartners $20
Copay plan or $30 Copay plan).

¢ Redimes that initialty obtained spouge eaverage may deop spouse coverage and mainiain covernge
for themselves; retirees may not drop coverage for themsefves and mauintain spouse coverage
{spouses arg aflowed 10 ntaintain caverage if the reliree has reached age 65).

*  Surviving spouscs may maintain coverage after a retirce’s denth provided the spplicable
premiums are paid,

Al} heaith care coverage is provided through the City’s group health insurance plans. The retirges are
required to pay 1009 of their premium cost for the City-sponsored groap heakh insurance plan in
which they participate. The premium is & blended rate detennisied on the entire active and refiree
population, Since the projected cisims costs for relirees exceed 1he biended premiun; paid by retirecs,
the retirees are receiving an smplicit rate subsidy (benefit), The coverage levels are the same as those
afforded to active cmployees. Retirces and spouses are eligibie to remain in-the City-sponsored group
health insumnce plan until death or the obtainment of Medicare, provided the applicable premiums
wre paid,

DISABLED POLICE AND FIREFIGHTER

In accordance with Minnesota Statute 249A 465, the City is responsible to continue payment of the
City’s contribution {uward health caverage for pofice officers of the Fire Chief disabled in the line af
duty; or a surviving spouse and/or dependents of a police officer or the Fire Chiefl killed in the Jine of
duty. The contribwiion continues untit the pafice officer or Fire Chiel reaches age 65 or the
spouse/dependenis are no longer eligible under the contract,

ACTIVE DEATH BENEFITY

The City will pay 100% of the group health insurance premium for an employes’s dependests for two
years after the cmployes's death snd 035 thereafier,

PARTICIPANTS
As of the actuarial valuation dated January 2009, pariicipanis consisted of;

Retirees and benchicinries currently

purchasing health insurance through the City 137
Active employees with coverage 539
Active employees without coverage N
Total 478
Participating employers 1

. FUNDING POLICY

The additional cost of using & blended rate for actives and retiress is currently funded on a pay-ss-
you-go basis. The City Council may change the fonding pelicy at any time,

. ANNUAL OPEB COSTS AND NET OPEB GBLIGATION

The City’s annuat OPEB cost is calculated hased on the Annuat Required Contribution {ARC) of the
employer, sn amount aciuarially determined in accordonce with the parsmeters of GASB Siatement
No. 45, The ARC represents a feve! of finding thet, if paid on nn ongoing basis, is projecied to cover
normal cost each year and amortize any unfunded actunris! liabilities {or funding excess) over &
period not 10 execed 30 years. The net GPEB obligation as of December 31, 2009, was calculated s
ToHows:

Annual required cantribution {ARC} $ 1,038,892
Interest on net OPEDB obigation 21,888
Adjustment to ARC {17,680)
Annual QPEB cost 1,043,100
Contnbstiops made during the year (322,585
Increase (decrease) in net OPER obligation 710,515
Net OPED obligation ~ beginning of year 547,104
Net OPED obligation — end of year $ 1,267,709

The City’s annual OPEB cost, the pescentage of annual OFEB cost contributed to the plan and the net
OPEB obiigation for 2009 and the precediog year were as foflows:

Percentage of

Fisgat Year Annuat OPEB Employer Annval OPEB Net OPEB
Ended Cost . Coninbutions  Cost Contributed  _ Obligation
12/31/08 3 911,611 § 3ed4IT - 40.0% 3 547,104
1231109 1,043,100 322,585 ato 1,267, 70%

. FUNDED STATUS AND FUNDING FROGRESS

The City currendly has ne assess that have been imevocabiy deposited in a trust for Future health
benefits; therefore, the actuaria! value of assels is zero. The funded status of the plan was a5 folows:

Actueriz]
Actuaria} Acerued Unfunded UAAl asa
Actuarial  Value of Liability AAL Funded  Covered Percentage of
Valuation Assels (AALY* (UAAL) Ratio Payreil Covered Payroil
Date () ] (b)-(a} (a)b) ) {{b-)fc)
0103708 & - §$10,556,024 510,556,024 0.0% $33,189,000 3%
01/01/0% . ¥LT71,898 10,771,898 0. 35,109,000 3

*{Jsing the entry age normal actuanis! pay caoss method,

. ACTUARIAL METHOLYS AND) ASSUMPTIONS

Actuarial valuations of an angoing plan involve estimates of the value of reported amounts and
agsumptions about the probability of oceurrence of events far into the future, Examples include
assumptions about future employment, morlzlity and the health care cost trend. Amounts determined
regarding the funded statng of the pfan and the annual required comtributions {ARC) of the empoyer
are subject to continuat revisiun as actual results are compared with past expectations and new
estimates arc made about the future. The schedute of funding progress, presented as required
suppiementary information following the notes to Bnancial staiements, will eventually present multi-
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year trend information that shows wiiether the achuarial value of plan assets is increasing or
decreasing over time relative to the actuarial acerved Jisbilitics for benefits.

Projections of benefits for finansial reporting purposes are based on the substantive plan {the plan as
understoed by the emplayer and plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit cnsts hetween the employer and plan
ntembers to that point. The actundal methods end sssumptions used include techniques that are
designed to reduce the elfect of short-term volatitity in aciuarisl accrued liabilities and the actuarial
vajue of assets, consistent with the fong-term perspective of the calculations.

In the January 1, 2009 actuarial valuation, the Entry-age Nonmal Level Percent of Pay cost method
was used, The following assumptions were used:

¢ Discoun: rate — 4% (pay-as-you-go fimding}
* Payroil growth rate - 4.5%
*  Salary increase rates — the salary increase ates used in the FERA plan of which the employee is a

participant.

«  Mortality ratcs - life expeciancies were based on 1983 CGroup Anmuity Mortality Tables for Males
and Females,

s Retirement mtes - the retirement rates used in the PERA plan of which the emplioyee is a
participant,

*  Dependent status - the marital percentsge assessed in 85% of males and 65% of females, Cumens
and future refirees were assnmed to have no dependent children.
+  Heulthcare Cost Trend Rate - an initial rate of 9.5%, reducing to 5% over 10 years.

14. RECEIVARLES

Roveivables not expected to be colfecied withic one year are morigages receivable of $7,312,275 and deferred
special assesaments roceivable of $19,414,424,

Governmental fonds report deferrad revenue in connection with receivables for revenoes that are not
considered to be availabie to liqeidate Hehilities of the current period. Governments! funds also defer revenue
recognition in connection with resources that have been received, but not yet eamed. At the end of the gurrent
fizcal year, the various components of deferred yeverue and uneamned severue reported in the governmenta
funds were ss follows:

Unavailable Unearned
Delinquent propeny taxes receivable (Genernl Fund) 3 551,564 8 B
Special assessments not yet due {Generst Fand) 33,399 -
Uneamed leense revenne {(Genern! Fund) - 466,467
Uneamed Community Services revenue {General Fund) . 149,136
Community Dievelopment Block Grant housing joans {Major Fund) 7,312,275 B
Delinquent special assessments {impravement Bonds Major Fand) 313,618 -
Special assgasments not yet due (hnpmvement Bonds Major Fund} 19,444,424 -
Uneamed special revenue (Nommajor Fonds) - 260,782

Total § 27345280 § . 876,385

15, FRIOR PERIOD ADIUSTMENTS

11s 2009, the Office of the State Auditor eommenced an audit of the TIF Distriet 1-C. The reault of this audit
is that $4,214,627 in prior period iransfers of funds originally from the Fonl Authority to the City was
sransferred back o ilse Port Anthority to ensure that the jotal smount of tax increment revenies generated by
the TIF District will be expended on costs authorized by the terms and limitstions of the Tax Increment Act,
This transfer is reflected as reduction to the 2009 beginning fund batance of the Capital Projects Fund,

In February 2004, & state aid reimbursement was received and recorded as a 2009 revenue in errer; it should
have been a 2008 revenue. ‘This resulted in o $474,988 prior period adjustsnent to the 2009 bepinning fund
balanee of thie Improvement Construciion Fund.

16. SUBSEQUENT EVENT

The purchase of the Alpha Basiness Center property in May 2010 was made to allow the City to cxpand
Lindau Lane in 20¢3. An extonsion of Lindau Lene is praposed as pact of the network which will also kink the
twa key developnients in this tax increment district, the Mail of Ameriea and Bloomington Central Station.
This area is expected to account for 65% of the City's commerciat growth in the next 20-30 years, Earnest
moriey of $170,000 was paid on March 30, 2010, While the property acquisition cost is $11,700,000 plus
closing costs, the total Jand, building scquisition, demalition, and roadway construclion costs are estimated to
be approzimately $23 million. The City expocts to resel] the remnant parceis for redeveiopment.

17. INRIVIDUAL COMPONENT UNIT DISCLOSURES

Discretely Presented Component Units - Notes | through 16 to the basic financial statements apply 1o the City and
generliy 1o its component units, The City"s twe component unils are reporied in a separate column, or discretely

presented, in the financial statements to empliasize that they are legally separate from the City, The following
notes provide disciosures thal are speciic o cach of the component undts. Further detadl segarding consponent
units is provided under the Component Unit tab within the *“Other Suppiementary Information™ section of the
financial stetemaonts. . '
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Por sority in gud for the Ci 1, 1 (Port Authori

Cash, Carh Equivaleniz, and lnvesiments
A. DEPOSITS
in accord with Mk 5 the Part Awhoriey maintaing deposits at national or state banks

* within the state, afl of which are members of the Federal Reserve System, as authorized by its
Commissioners.

Custadial Credit Risk-Deposits - Custodial credit risk is the risk that in event of a bank faiture, the Pont
Autharity's deposits may not be retumed to it, Minnesota Statutes require that all Port Authority deposits
be protected by insurance, surety bond, or collaters!. The fair valuc of collatern! pledged must equal

£ 0% of the deposits not covered by insarance or bonds. Minnesate Staiutes yequire that securities
pledged as cotlateral be held in safekeeping by the City treasury or in a financial institution other tran that
furnishing the collateral. In 2009, due to the Transaction Account Guaraniee (TAG) program, which our
banking periner participated in, coltateral was not required to be piesdged. The TAG program aliowed the
FDIC to insure balances at any fevel, This program wilt mot be availabie from our banking partner after
June 30, 2010 and the Port will again carry collaterat for any uninsured deposits,

Authorized coHateral includes the lego] investinents described s follows, os well as cermin first morignge
notes, and certain other state or local governmen! obligations.

At December 31, 2009, the camying amnount of the Part Authority’s deposits with {inancial institations
was 579,044 and the bank balances totaled $55,572.

B. INVESTMENTS

The Port Authority slso invests idle funds, as authonzed by Minncsetz Statutes and its investment policy
as follows:

See Mote 2 of the City of Bloominglon for a description of qualifying depositories, collatesalization,
qualifying investments, and investment categorization,

At December 31, 2009, the Pon Authority hed the follnwing investments and mararities:

Lessthan  Six Monthe  Ome Yearie  Two Yearsto

Port Authovity in and for the City of Blopmington (Port Authority

Investment Type Fair Valve  Six Months ToOne Year Two Years Five Years
Money Market $ 18328,818 $18328818 § - ¥ - & -
Municipat 1,096,455 406,025 - 2,760,348 3,930,082
Federal Home Loan Banks Note 12,829,856 - - . 12,829,856
Federal Home Loan Morigage

Corperation Nnte 3,751,578 - - - 3,751,575
Federal National Mortgage :
Asseciation Note £.978,140 - ~ - 3,978,140
LS Troasury Note 3,008,205 - - 3,008,305 -
Foiel investments 50,993,049 $£38.734.843 § - 8 5768553 8 36489653
Tota deposits 79,044
Toial cash, cash equivelens,
and invesiments 5 2L072093

Custodial Credit Risk-invesoments — For invesinwents, cusiodiat credit rigk is the risk that in the eventof a
{ailure of the countesparty, the Port Authority will not be able to recover the value of its investments that
are in possession of an outside parly. As of December 31, 2009, ol investments of the Port Autharity
were insured, repistered, and hetd by she Port Authority or its agent in the Port Authority's name.

Interest Rate Rigk - The Port Authority's investment policy does not have imits on investment maturities
a3 a means of managing its exposure to fair valug losses arising from increasing interest rates,

Credit Risk - State law limits investments in commercial paper t the top rating isswed by at feast two of
the nationally recognized statistical rasing organizations, at December 31, 2009 the Port Authority held no
commercial paper.. The Pon Authority’s investmenis in money magked funds, Federsl Home Loan Banks,
Federal Home Loan Mortgage Corporation, Federal National Mortgage Association notes, and U.S.
Treasuries were nfi rated AAA by Standard & Poor’s and Ass by Moody's Investors S¢rvice and the
municipal investments are aY rated AA or better by Standard & Poor’s and Moody’s investors Service.

Concentration of Credit Risk - The Port Authority plsces nn fimit on the amoeunt the Port Asthority may
jnvest in any one issuer. More than 5% of the Font Austhority’s invesiments ore in the following
governmental sgencies; Municipals (13.9%), Federal Home Loan Banks {25. 1%}, Fedcsa) Home Loan
Mongage Corporatian (7.3%), Federal National Mortgage Association {11.7%) notes and US Treasury
Motes {5.9%).

Lease Payments Bocelvable

The Port Authority entered into a feose agrecment with the City of Bloomington in 2007 as fessor to facilitate
she financing of & pertion of the construction of the new municipal canipus that containg the new City Hall,
Palice and Ans Center favilities, To facilitate the fundittg of n portion of the construction of the new

municipal campus, thy Port Authority isswed revenue bonds in the amount of 38,685,000, to be repaid with
annual lease payments from the City to the Pord Authority.

Long-tgmm Debt

The long-term debl obligations outstanding at yesr-end ore summarized as foligws:

Bonds and Notes Maogurities Rates 12731509
Special Tax Revesue Refunding 2010-2016  2.0004-3.00% F§ 9385000
Lease Revenue Bonds 2010-202¢ 400 500 L B,2B5,000

Tota} 5 15.670,000

On October 14, 2009, the Port Authority issued 59,385,000 of Special Tax Revenue Refunding Bonds with an
effective interest rate of 4%. The honds are speciaf tax revenue bonds which are paid with tax increment
liquor, and fodging revenues. The procesds were used to fully refund the 1999A (fixed rate) and 1999B
(variable ratc) bonds. Consbined savings on the 1899A and 19995 deht service would be $441,000. At
current rates, combined present value savings are $142,000.

The Special Tax Revenue Refunding Bonds are special obligations of the Port Autherity, payable solely from
revenues specifically appropristed (1ax increment, fodging, and fiquor taxes) for payment of such bonds.

i Qctober 200§, a $5,273,000 loan was approved between the Port Aushonty snd the City for the
Bloomington Centraf Station project. The lona wilj be repaid to the City within 10 years with an interest rate
of 4%, The toan witl be repadd with proceeds from the sate of Tand by she Port Authority.
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re Autharity i and for the City of Bloomington sthorh Port Authority in and for the City of Bloomington (Pert Autharity)

. Reserved Fund Bainnes
Changes in long-term debt during 2009 sre summarized as lollows:
Balance Balance Fund balance in the various funds has been reserved at December 31, 2009 as follows:
11419 Additions Retired 1231109
Special Tax Revenve mgi’ﬁéml Fond -
Refunding Bonds 24,600,000 5 9,385,000 3 24600000 % 9,385,000 R o for Prepaid: 3 £5 000
Lease Revenue Donds §5,735,000 - 9,450,000 6,285,000 ] eserved 1oz Frepasds b ST
! . 238,972 - 5,213,381
Loan frans City 5,974,309 Capitel Fund -
Total $ 46309309 § 0623673 8 34050000 5 21.48328) Reserved for Prepeids LI
ities {i ing i . Debi Service Fund -
Long-term debt maturities (including, interest of 52,868,298} are as follows: Reserved fos Dbt Service S 19,504,085
i Reserved for Prepaids 3,277
Specini Tax Increment Lease ORI,
Revenue Bonds Revenue Bonds Total 33826350
Princigal Intereat Principal Inteyeat Totl ) . .
= Eriox Period Adiusiments
%3}? $ 1 ;22?5.0.‘? ’ 22‘3'?33 s 323% ¢ 3‘?,3%22 s ;‘;:;3;;‘; in 2009, the Office of the State Auditor commenced an sudit of the TIF Disirict 1-C. The resuit of this audit
2012 1,395,000 161,500 4411’000 254'365 2:250’865 is that $4,214,027 in priot perind transfers of funds from the Port Authority $o the City was transferred back
2013 1'420'000 1 13150 460,000 134'1 15 22474 55 to the Port Authority 10 ensure that the tota) amount of tax inerement revenues generated by the TEF Listrict
2014 ]s450'm0 104‘650 450’000 212’725 2'247'375 will be expended on costs authorized by the tenws and limitations of the Tax Inerement Act.
20152019 3,005,000 90,825 2,775,000 685,293 6,556,118 S
2020 -- 2021 - 1,310,000 66,250 1,376,250 Reclasgification of Fand Types

Towt % 9385000 $ 845520 36,285,000 § 2022778 518,518,208

In 2009, i anticipation of the new JASB Statement No. 54, the Parl Authority reclassified the Special
" Revenue Funds, which account for administrative costs for the TIF districts, to Capital Project Funds.
Due framfio the City

The City collects focal lodging and Yiquor taxes on behalf of the Port Authority. At December 31, 2009, the
City owed $587,220 10 the Porl Authority for these taxcs, $8,654 for the market value credit and $368,091 for
the curvent portion of intereat in excess of the portion needed to cover agsociated debl service to be tronsferred
back from the City. Also due friun the City is the 54,214,027 prior period adjustment as defailed below.

At December 31, 2009, the Port Authority owed the City $816,200 for services and focilitics provided to the
Port Authority and 36,233,281 for 2 toan from the City of 5,273,000 inciuding accraed intevest payabie of
$940,28} from the loan date of October 27, 2005, The proceeds of the loan were used to purchase land in the
nurheast quadrant of Bloomington Central Station,
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pusing and Redevelopm therity of 1h

$iash, Cash Bquivatents, and Fyvestments

of Blopmingtor (H,

Sce Nate 2 for & description of quotifying depositories, coliatemiization, qualifying investments, and

invesiment categorization,

Minnesota Statutes require thal all HRA depasits be protected by insurance, surety band, or ealtateral. The

fair value of collateral pledged must equal §10%. of the deposiis not covered by insurance or bonds. In 2009,

due to the Transsetion Account Guaranice {TAG) program, which our banking partner participated in,
collaters] was not required to be pledged. The TAG program allowed the FDIC to insure balances at eny
Jevel, This program will not be available from cur banking pariner after June 30, 2010 and the HRA will

again carry coltateral for any uninaured deposits.

{ash balances at December 31, 2009 wore:

Credit Risk Category

Bank Carrying
Balances Amount

Insured or collateralized by secunties held by
the HRA or its agent in the HRA*s name

Investment batances at Docember 31, 2009 were:

§ 476,205 § 75,029

Percentage
Invesémeny Maturities Fair Value of Toial
Money market at/ot/10 T 2,644,988 50.7%
Farmer Morlgage Acceptance Corporation a8/23/10 2,569,775 493

Total investments
Total deposits

Nt cash, cash equivaients, and investmems

5,214,763 100.0%
Pt

35289792

Moausing and Redevelpnment Authority of the City of Bloomingdon (HRA)

Changes in general capital assets during Z009 are summarized a3 follows:

Balunce Baisnce
il Additione _Retirements E2/31/0%

Governmental setivitles;
Capilal assets being depreciated -

Machinery and equipment 5 1903 % - % - % 390
Less accumuluted depreciation for -
Machinery and equipment {39039 - - (39.039)

Total capital pssets being depreciated, net - - -

Crovernmenta} sctivities capital assets, pet § - ¥ . 8 - 5 -

Business-type activitles:
Capital assets not being deprecisted «

Land $ 1470000 % -3 - _S1ATG.000
Capitat assets being deprechated - j

Buildings and struciures 385,647 - - 3,285,047
Less secumutated depreclation for -

Buildings and strociores 1,258,248} 98,120) - _(13%0418

Tolul eagital assets being deprecisted, ner _ 1987,369 (98,070) - _ 1 BR5.199

Busisess-1ype activities capital asses, net £ 3457369 § (98,170) - $3,339.1%9

Land held for resale activity for the year ended Deconber 31, 2009, was &3 follows:

Daltanes . THatanes
14309 Additions  Retiroments 12/3409

Land Held for Resale {fnventory} % 6,234,39_5_ § 73138) § (810,322) % 6545456
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Honstng and Redevelopment Authori) the City of Bipoprington Fousing and Redevelopment Authority of the City of Blopmin,

Debt Servies Pavinents
Laong-Tenn. Debt and Obtigations Dus fo Primery CGoyemment R X
The foliowing is a schedule of the total futare debt service and fax i I payment req for the:
The long-term debt obligations ovtstandiag at year-end are summarized as follows: HRA:
Original Hatance Years endiog . Govemmental Activiies | Businessiype Activides
. Tgsue Maruritics Rates 12731409 Decesnber 31 Principal Tterest Principal Tterest Total
: 2010 S 805000 § 206984 ¥ -3 - F L071.984
Govemnmental activities « 201 835,000 222,080 - - 1,057,090
Due to primary government: 2012 520,000 181,475 . - 801,475
1997 Serizl Refunding Bonds §  §75,000 Z{10-2013 520-535% § 175,000 2013 165.000 159,715 R . 324,715
1997 Serial Bonds 1,505,000 20102012 150 160 565,000 2014-2017 195,000 576,989 N . 971,989
2003 Serial Bonds 936,000 20102031 4.00 - 540 850,000 20}8.2022 625,000 592,843 - - 1,217,843
2004 Seriat Bonds 2,445,000 2010-2032 4.65 - 5.50 2,390,000 2023-2027 840,000 405,173 1,524,720 - 2,569,891
2005 Senal Bonds 3,300,000 2010.2012 5.00--3.00 1,320,000 20282032 1,055,000 143,811 250,000 - 1,448 811
Total § 5340000 3 2,540,080 § 1,374,720 5 - § 9463800
Total 5 9‘055‘000 3 5,340,000
. o Reserved Fund Hatance
Busincss-lype sctivities: .
Family Housing Fund § 175,000 2023 0.0% 175,000 Fund balance in the vaious funds has boen reserved st December 31, 2009 as follows:
Hennepin County-HOME Funds 419,450 2023 0.0 419,450
Hennepin County-HOME Funds 730,270 2024 0.0 730,270 Reserved
Hennepin County-HOME Funds 250,000 2030 0.0 230,000 Speciat Revenve Fund - Housing Development Fund
s’ | 574720 ¢ 1470720 Reserved for Long-Term Receivable 5 354814
Total 20 I Tih 10
) Special Revenue Fund - TIF Speciat Reveoue Fund
The tong-tenm debt outslanding related to business-type activities bears no interest rate. The HRA has not Reserved for Debt Service 2,192,655
smputed iaterest on these obiigations,
Special Revenue Fund - Section 8 Vouchers Fund A
Changes in long-term debt during 2009 are sammarized as fellows: Reserved for Prepaids $09,395
Bafance Batence Dug Withir Totaf 32,656,864
MOy o Additions  Paymenmts _E2310% One Year .
Eiovermmental Activities: e to the City
Due 1o Primary Government-
Bonds Payabie $6,180,000 % « % (840,000) $ 5340000 § BOS5,000 At Decemiber 31, 2009, the HRA owed the City $128,564 for services and facilities provided 1o the HRA, and
Due Within One Year- $B0S,004 for the current portion of the long-ferm debt obligetion.
Hote Payable 2,500,000 - (2,500,000} - -
Business-1ype Activitics -
Enterprice Fund Loan Rueto HRA
Tu?agkrezments S!B;‘;:!%E" ; : ; (3,340,0303 ; ;p;';:!;gg : 805.00{“) At December 31, 2009, the City owed 2 tota! of $48,149 to the HRA for various HRA residentiat housing

Prograims,

I August 2007, the HRA purchased Jand 2t 2151 American Bouteward and RO11 Penn Avenue for
redevelopnent. As part of the pusehsse agreement, the HRA obtained a non-interest bearing note in the
smount of $2,500,000 payable i Lnited Properiies in August 2009, The $2,500,000 was paid to United
Preperties on Aupust 19, 2009, :



8E-Al

Housiy development Authority of the City loamingt

Condyit et Qhligati

From time to time, the HRA has issucd Housing Revenue Bonds to pravide financial assistance to private
sector entities for the acquisition and gonstruction of housing [acilities deemed 1o be in the public interest.
The bends are secured by the propenty financed eod are payable solely from payments received on the
underlying morigage loans. Upon repayment of the bonds, ownership of the acquired facitities tranafers to the
private-gcctot cntity serveal by the bond issuanee. The HRA, the Sigic, or any other political subdivision
thereof is not obligated in any manner for repayment of the bonds. Accordingly, the honds are not reparted as
tiabiities i the secompanying financial staiements. As of December 31, 2009, there were three sexies of
Housing Revenue Bonds outstanding, with an aggregate principal amount payable of appenximately

$13.6 million,

The following fable shows the butance of the conduit debt obligations ss of December 3§, 2009:

Beginning Less Ending

Omiginat Balance Payments/ Batance

Balance 10109 Additions Relinance 1273E09
Cedur Point £ 2200000 5 LS0OO000 8 - 5 - § LR00,000
Sumimer House 8,750,000 7,985,000 - (£20,000) 7,865,008
Masonic 4,000,600 3,900,000 - £100,000) 3,800,000
Total 514,950,000 $33.785000 § - $ (250000  $13 353,000

Mongagses Recsivable

The Neighborhaod Home Improvemant Loan (Neighborhood) program is funded primarily by the HRA tax
tevy, loan repayments and occasionally fram Stretegic Initiative funds granted to the HRA by the City of
Wioondngton, Fhe Meiphborhood Joans are to be repaid at sueh time as the relatod properties sre ransferrsd
or sold, A lien is placed agsinst the property by thie HRA to ensure principal and interest is repaid. Proceeds
for the Neighborhood Inans {including interest) from repaymants will be recognized as revenue by fhe HRA
when received. The Nelghborhood loan balances outstanding, including interest, total $4,283,036, The
Neighborhood loans have been recognized on the balance sheet as morigage notes receivable and deferred
evenue.,

The HRA entered into an agreeinent with Jennepin County ta match funds for a rehabilitation program
specificaliy focusing on foreclosed single family homes in 2009, Each entity provides $200,000 in funds for
# pragram totai of 3400,000 with a maximem $20,000 per propenty. Half of the amount provided to the
homeowner from Hennepin County wilt become a graot if the homcewner remaing in the home fora
minienum of five yeats, The other half of the amonnt provided to the bomeowner from the HRA is a loan snd
the terms aze the same & the neighborhood Juan program.  Therefore, the proceeds from repayments for the
amousit foaned fram the HRA is recogmized as revenne when received. The ausstanding halances are
recogaized on the balance sheet as morigage notes receivable and deferced revenue. The HRA heg appiied to
Henuepin County for additionat funding to extend the foreclosure housing improvement program.

In 2005, the HRA entered into faur moerigage note agroements for the Essex Knofl property, The funds were
fpaned to low-income Families to allow thesn the ability to purchase a home a1 an affordable price. Each
morigage node receivible was for $80,000, for a totat of $320,000. The interest rate on each foan is (% ond
the term is 30 years, The martgage note has been recognized on the balance sheet as mortgage notes
reccivable and deferred revenue.

B

wing and Redevelopment Authority of the City of Bloomington

The HRA has a $406,000 morigage note receivable dated Decermber 17, 1990, from the sale of land to a
developer, Bloamington Family Townhomes EP. The funds were loancd to the developer for the purpose of
constnieting townhouse projects, The note accrues interest at 3% simple interest per year untif the adjustment
date, as defined in the nole. The sccumulated intcrest and principal was emendod in 2008 10 be dug in the
year 2025, or upon sale of the prapesty. In 2009 the mortgage note and interest toialing $637,887 wag
recognized on the batance sheet as a mortgage note receivable and deferred revenue. Proceeds will be
recognized as revenue by the HRA when received. I the townhomes ere no jonger used s rffordable units,
the note wili bear an interest rate of 9% on the adjusted balance from the adjusiment date to the year 2025, o
upon sale of the praperty.

In 2002, the HRA entered into two foan sgreements with Bloomington Southview Limited Partnership
(BSLP}. The funds were used to facilitate the development of affordable housing, site demolition, and
abatement of enviropmentel hazards. Under the terms of the foan agreements, the HRA provided BSLF with
$165,000 and $150,000 loans, recognized on the batsnce sheet as notes receivabie. There are no interim
payments due; the compoaunded interest on the $565,000 joan is caleulated at 3% and is recopnized as revenue
by the HRA as it accrues. The $150,000 toan hag no interim paynsents due, the interest rate is 0%, and the
tenm ig 30 years. The HRA has not imputed interest on this foan.

The HRA entered into two loan agreements with Bloomington Lessed Housing Associates 111 Limited
Partnership in 2007. The funds were used solely to sssist with the payment of the purchase price of real
property located at 10140 Lyndale Avenue also kaawn as Blooming Glen and to rehabilitate a fifty-umt
residentin} rental facitity for Jow-income housing located on that property. The amounts of the loans are
$200,000 accruing interest at 3% simpte interest per year payable at maturity and $2%0,000 with a 0% interest
rate. The principat and accuinulated interest is due at maturity, August 18, 2037, or upon sale of the property
for each loan. The mortgage notes and imerest hns been recopnized on the halance sheet as mon gage notes
receivahle and deferred revenue.

fn 2008, the HILA entered into a Inan agrecment with Crossings at Vailey View Linited Parinezship
(Crossings). Crossings received o $600,000 loan from the HRA to assist with the cost of scquiring property
located in the northeast quadrant of Porttand Avenue and 88™ Streed in Bloomtington. This lend was wsed 1o
construct fifly low income housing units. The interest rate on the 3600,000 loan is 0% snd the term is 30
yeara,

The foHowing table shows the balance of the mostgage Joans receivable as of Decemiber 31, 2009:

Balance Baiance
01/01/0% Additions Interest Payoffs 12/31/09
Neighborhood Loms § 4134237 § 154222 $ 141,275 5 (141,696} § 4,288,036
Foreclosure Loans - 42,083 A09 - 42,892
Essex Knolt 320,000 . . . 320,000
Bloomington Family
Toewnhumes 425,707 . $2,180 - 637,887
Bloomington Southview LP 150,000 - - - 150,000
Bloomington Southview LP 198,849 - 5,965 “ 204,854
Bicoming Glen 201,726 . 6,000 - 213,726
Bioaming Glen 290,100 . - - 290,000
Crossings at Vafley View 600,000 - - - 604,000
VEPP 2 - - “ 2

Totai $ 6,526,521 § 196,205 $ 166,220 8 (345 698) 3 6747357




sing and Redevelopment Authority of the City of Bloomington (HRA)

Housing

Egquity Participation/Contingent Repayment Agreements

The HRA has ten equity participation agreements with various developers of development sites in
Bloomington. The developers are L.W. Fraser Independent Living Project I, Henry Court Inc.,
AHEPA/Penelope, NHHI/AS] Bloomington Inc. (Garfield Commeons and the Meadows), NHHI/Catalpa,
non-profit entities of the Presbyterian Homes of Bloomington Inc. (Newton Manor, Ridgeview Terrace,

and Summer House), and Comerstone Advocacy Services. The agreements contain equity-share provisions
giving the HRA portions of certain proceeds upon subsequent sales of the development sites. Such proceeds,
if any, will be recognized as revenue by the HRA when received. In 2008, the City increased its equity
participaticn agreement with AHEPA/Penelope by contributing an additional §50,000 to assist with
construction of additional units of low income senior housing.

On April 11, 2001, the HRA entered info a contingent repayment agreement with Lyndale Avenue
Townhomes, Limited Partnership for the purpose of constructing townhomes for low-income tenants. The
townhomes are operated by a management company on behalf of the HRA.

Value in Excess of Purchase Price {VEPP) Agreements

The HRA owns two VEPP agreements with face values totaling $17,648. The agreements defer payment for
portions of property values that were underwritten by the HRA under various homeownership programs.

Each agreement is secured by a promissory note and a second mortgage against the individual property. The
notes are repaid when a property is sold, leased, or upon maturity of the note (31 years), whichever comes
first. There are no interim instaliment payments required by the note. Proceeds will be recognized as revenue
by the HRA when received.

Committed Contracts

At December 31, 2009, the HRA had no commitments for uncompleted construction contracts.

Litigation

In November 2005, the HRA acquired property at 3§00 West Oid Shakopee Road at a cost of $620,000 for
redeveiopment through the use of eminent domain. In March 2008, a commissioner’s determination of value
award was made for $1,175,380. The HRA paid the additional $261,535 to cover 75% of the value award as

required by law. The award was appealed. In July 2009, a settlement was reached resuiting in the HRA
paying an additional $394,342 for a total payout of $1,275,877.
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