CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

P.O. Box 960 * 225 1st Street North, Suite 2400 * Virginia, Minnesota 55792
218-749-4880 « FAX 218-749-8528

INDEPENDENT AUDITOR’S REPORT

To the City Council
City of Mountain iron, Minnesota

We have audited the accompanying general purpose financial statements of the City of
Mountain Iron, Minnesota, as of and for the year ended December 31, 2001, as listed in the
table of contents. These general purpose financial statements are the responsibility of the City
of Mountain Iron, Minnesota’s, management. Our responsibility is to express an opinion on
these general purpose financial statements based on our audit.

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

We were unable to audit the fixed assets included in the proprietary fund and the general fixed
assets account group because the City does not maintain adequate records of its proprietary
fund fixed assets and general fixed assets and their related historical cost as required by
generally accepted accounting principles.

In our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to audit the proprietary fund fixed assets and the
general fixed assets account group, the general purpose financial statements referred to in the
above paragraph present fairly, in all material respects, the financial position of the City of
Mountain lron, Minnesota, as of December 31, 2001, and the results of its operations and the
cash flows of its proprietary fund types for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated April 8,
2002, on our consideration of City of Mountain Iron, Minnesota’s internal control over financial
reporting and our tests of its compliance with laws, regulations, contracts and grants. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our
audit.



Our audit was conducted for the purpose of forming an opinion on the general purpose financial
statements of the City of Mountain Iron, Minnesota, taken as a whole. The combining and
individual fund statements and schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the general purpose financial
statements of the City of Mountain lron, Minnesota. Such information has been subjected to the
auditing procedures applied in the audit of the general purpose financial statements and, in our

opinion, is fairly presented in all material respects in relation to the general purpose financial
statements taken as a whole.

April 8, 2002



CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED BALANCE SHEET
ALL FUND TYPES, ACCOUNT GROUPS AND
DISCRETELY PRESENTED COMPONENT UNITS
December 31, 2001
(with comparative totals for December 31, 2000)

Primary Governmental Fund Types

Special

General Revenue

Debt
Service

Capital
Projects

ASSETS AND OTHER DEBITS

ASSETS

Cash and cash equivalents $ 1,048,523 $
Taxes receivable 23,280
Loans receivable - -
Advance to other funds 8,251 -
Accounts receivable , 56,337 -
Allowance for uncollectibles - -
Interest receivable 3,455 -
Special assessments receivable -
Grant receivable -
inventory - -
Land (unaudited) - -
Buildings (unaudited) - -
Other improvements (unaudited) - -
Equipment (unaudited) - -
Accumulated depreciation (unaudited) - -

7,088 $

OTHER DEBITS
Amount available in debt service fund - -
Amount to be provided for retirement

211,608

592
266,750

$ 1,630,219

4,442
50,194
5,000

of general long-term debt - -

TOTAL ASSETS AND OTHER DEBITS $_1.139.846 $ 15339 $

478,950

$_1,689.855

The accompanying notes are an integral part of these financial statements.
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5 Account_Groups Totals
roprietary General (Memorandum  Component To
. tals
_Fund Types Fixed General Only) _Unit (Memorandum Only)
‘ Assej(s Long-Term Primary Reporting Entity
Enterprise (Unaudited) Debt Government Governmental 2001 2000
$ 542234 § -3 - $ 3439672 $ 272,544 $§ 3,712,216 $ 3,340,310
: - - 23,280 - 23,280 26,425
- - . 251- 241,471 241,471 260,498
- - - , 481,686 489,937 510,614
2(}2,2'63) i : 270,115 i 270115 278,308
1’381 - - (18,500) - (18,500) (18,500)
, - - 9,870 - 9,870 -
: - - 31(333151111 - 316,944 54,520
- - , - 13,251 250,000
67,577 - - 67,577 - 67,577 75,503
- - - - 378,282 378,282 577,958
3822285 206,826 - 1,804,091 - 1,804,091 4,7651373
1,31 ,405 3,196,930 - 6,122,335 2,068,347 8,190,682 8,655,426
1,865,556 3,883,859 - 5,196,415 72,319 5,268,734 3,236,418
(1,862,516) 2,040,347 - - 177,831 - 177,831 (1,644,516)
- - 242,686 242,686 1,127 243,813 67,970
- - 2,061,012 2,061,012 668.873 2,729,885 3.022.476
$ 4779180 $_9.327.962 $_2.303698 $19.734.830 $_4.184649 $23,919479 $23.458.783




CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED BALANCE SHEET
ALL FUND TYPES, ACCOUNT GROUPS AND

DISCRETELY PRESENTED COMPONENT UNITS (CONTINUED)
December 31, 2001
(with comparative totals for December 31, 2000)
Account Groups Totals
Proprietary General (Memorandum Component Totals
Primary Governmental Fund Types Fund Types Fixed General Only) Unit (Memorandum Only)
Special Debt Capital Assets Long-Term Primary Reporting Entity
General Revenue Service Projects Enterprise (Unaudited) Debt Government Governmental 2001 2000

LIABILITIES, EQUITY AND OTHER CREDITS
LIABILITIES
Accounts payable $ - $ - % - $ 2,500 $ 43493 % - % - $ 45993 § - $ 45993 § 58,567
Accrued salaries 11,819 - - - 6,706 - - 18,525 - 18,525 15,079
Accrued taxes - - - - 6,056 - - 6,056 - 6,056 6,686
Deferred revenue 23,280 - 236,263 35,048 - - - 294,591 241,471 536,062 346,346
Advance from other funds - 8,251 - - - - - 8,251 481,686 489,937 510,614
Compensated absences payable - - - - 25,907 - 38,698 64,605 - 64,605 69,584
Customer deposits payable - - - - 24,425 - - 24,425 - 24,425 25,710
General obligation bonds - - - - - - 2,265,000 2,265,000 670,000 2,935,000 3.050.000

TOTAL LIABILITIES 35,099 8.251 236,263 37,548 106,587 - 2,303,698 2,727 446 1,393,157 4,120,603 4,082,586
EQUITY AND OTHER CREDITS
Investment in general fixed assets - - - - - 9,327,962 - 9,327,962 2,518,948 11,846,910 11,469,930
Contributed capital - - - - 900,439 - - 900,439 - 900,439 900,439
Retained earnings

Unreserved - - - - 3,772,154 - - 3,772,154 - 3,772,154 3,881,363
Fund balances '

Unreserved, designated 1,104,747 - - 1,904 - - - 1,106,651 1,127 1,107,778 1,231,858

Unreserved, undesignated - 7.088 242687 1.650,403 - - - 1,900,178 271.417 2,171,595 1.892.607

TOTAL EQUITY AND OTHER CREDITS 1,104,747 7.088 242687 1,652,307 4,672,593 9,327,962 - 17,007,384 2,791,492 19,798,876  19.376.197

TOTAL LIABILITIES, EQUITY AND

OTHER CREDITS $1,139846 $__15339 $_478.950 $_1.689.855 $ 4779180 $.9.327.962 $_2303698 $19,734830 $_4.184.649 $23.919,479 $23.458.783

The accompanying notes are an integral part of these financial statements.
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CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND
DISCRETELY PRESENTED COMPONENT UNITS
Year Ended December 31, 2001
(with comparative totals for year ended December 31, 2000)

Primary Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
REVENUES
Taxes $ 733408 $ - $ 126,271 §$ 16,252
Licenses and permits 20,850 - - -
Intergovernmental 1,606,209 23,047 - 112,401
Charge for services 28,502 - - -
Fines 10,679 - - -
Interest 76,361 305 5,614 93,947
Miscellaneous 305,807 2,008 - -
TOTAL REVENUES 2,781,816 25,360 131,885 222,600
EXPENDITURES
Current
General government 599,703 - - -
Public Safety 489,301 - - -
Streets and alleys 525,464 - - -
Culture and recreation 335,460 - - -
Miscellaneous 237,969 29,983 - -
Capital outlay - - - 739,334
Debt Service
Principal - - 30,000 -
Interest and fiscal charges - - 114,025 -
TOTAL EXPENDITURES 2.187.897 29,983 144,025 739,334
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 593,919 (4,623) (12.140) (516.734)
OTHER FINANCING SOURCES (USES)
Bond proceeds - - - -
Operating transfers in - 5,503 200,000 454 850
Operating transfers out (660,353) - - -
TOTAL OTHER FINANCING SOURCES (USES) (660,353) 5,503 200,000 454,850
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER FINANCING SOURCES
OVER EXPENDITURES AND OTHER
FINANCING USES (66,434) 880 187,860 (61,884)
FUND BALANCES, JANUARY 1 1,171,181 6.208 54,827 1.714,191
FUND BALANCES, DECEMBER 31 $_1.104,747 $ 7,088 $_ 242687 $_1.652,307

The accompanying notes are an integral part of these financial statements.
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Totals
(Memorandum  Component Totals
Only) __Unit (Memorandum Only)
Primary Reporting Entity
Government Governmental 2001 2000
$ 875931 § 253,141 $§ 1,129,072 § 956,911
20,850 - 20,850 24,033
1,741,657 - 1,741,657 2,186,136
28,502 - 28,502 32,337
10,679 - 10,679 8,352
176,227 12,209 188,436 109,964
307.815 33,526 341,341 263,747
3.161.661 298,876 3,460,537 3,581,480
599,703 - 599,703 565,138
489,301 - 489,301 456,993
525,464 - 525,464 412,376
335,460 - 335,460 284,492
267,952 66,079 334,031 341,743
739,334 - 739,334 2,491,691
30,000 85,000 115,000 80,000
114,025 53.311 167,336 111.035
3,101,239 204,390 3,305,629 4,743,468
60,422 94,486 154,908 (1.161,988)
- - - 1,280,000
660,353 95,105 755,458 636,477
(660,353) (95,105) (755,458) (636.477)
- - - 1.280,000
60,422 94,486 154,908 118,012
2,946,407 178,058 3.124.465 3.006.453
$_3.006829 $__ 272544 $_3.279373 $_3.124.465




CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
ALL GOVERNMENT FUND TYPES

Year Ended December 31, 2001

REVENUES

Taxes

Licenses and permits

Intergovernmental

Charge for services

Fines and forfeits

Interest

Miscellaneous
TOTAL REVENUES

EXPENDITURES

Current
General government
Pubiic safety
Streets and alleys
Culture and recreation
Miscellaneous

Capital outlay

Debt service
Principal
Interest and fiscal agent fees
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES
AND OTHER FINANCING SOURCES
(USES) OVER EXPENDITURES AND
OTHER FINANCING USES
FUND BALANCES, JANUARY 1

FUND BALANCES, DECEMBER 31

General Fund

Variance

Favorable
Budget Actual {Unfavorable)
$ 725536 $ 733408 $ 7,872
20,000 20,850 850
1,560,214 1,606,209 45,995
25,000 28,502 3,502
8,500 10,679 2,179
40,000 76,361 36,361
166,300 305,807 139,507
2,545,550 2.781.816 236,266
490,000 599,703 (109,703)
475,700 489,301 (13,601)
458,000 525,464 (67,464)
301,700 335,460 (33,760)
226,300 237,969 (11,669)
1,951,700 2.187.897 (236.197)
593.850 593.919 69
(658.850) (660.353) (1.503)
(658.850) (660,353) (1.503)
(65,000) (66,434) (1,434)
1.171.181 1,171.181 -
$ 1,106,181 $.1104747 $ (1,434)

The accompanying notes are an integral part of these financial statements.

Debt Service Fund

Variance
Favorable
Budget Actual (Unfavorable)
$ 4500 $ 126,271 § 121,771
19,900 5,614 (14,286)
24,400 131,885 107.485
30,000 30,000 -
115,338 114,025 1.313
145,338 144,025 1.313
(120,938) (12.140) 108,798
149,976 200,000 50,024
149,976 200,000 50,024
29,038 187,860 158,822
54,827 54,827 -
$ 83865 $_ 242687 $__ 158,822

Capital Projects Fund

Variance

Favorable

Budget Actual (Unfavorable)
$ 500 % 16,252 § 15,752
300,000 112,230 (187,770)
40,000 50,503 10,503
340,500 178.985 (161,515)
300,000 561,228 261,228
300,000 561,228 261,228
40,500 (382.243) 422,743
454,850 454,850 -
454,850 454,850 -
495,350 72,607 (422,743)
777,853 777,853 -
$_1.273203 $_ 850460 $_ (422.743)
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CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS
ALL PROPRIETARY FUND TYPES
Year Ended December 31, 2001
(with comparative totals for year ended December 31, 2000)

OPERATING REVENUES
Charges for services

OPERATING EXPENSES

Cost of sales

Administration

Depreciation
TOTAL OPERATING EXPENSES
OPERATING LOSS

NONOPERATING REVENUES (EXPENSES)

Interest income

Interest expense

Loss on disposal of assets
TOTAL NONOPERATING REVENUES (EXPENSES)
NET LOSS

RETAINED EARNINGS, JANUARY 1

Prior period adjustment

RETAINED EARNINGS, DECEMBER 31

Enterprise Funds

Totals
(Memorandum Oniy)

2001 2000
$_1.674.622 $_1.689.229
657,745 647,709
941,564 965,711
218.000 193,000
1.817.309 1,806.420
(142.687) (117.191)
33,967 33,009
(489) (1,020)
- (53.990)
33.478 (22.001)
(109,209) (139,192)
3,881,363 4,065,350
- (44.795)
$_3.772.154 $_3.881,363

The accompanying notes are an integral part of these financial statements.
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CITY OF MOUNTAIN IRON, MINNESOTA

COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES
Year Ended December 31, 2001

(with comparative totals for year ended December 31, 2000)

Enterprise Funds

Totals
(Memorandum Only)
2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 1,696,586 $ 1,694,400
Cash paid to suppliers (1,234,669) (1,384,062)
Cash paid to employees (370.391) (345.,073)
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES 91.526 (34,735)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of buildings and equipment (69,981) (90,575)
Interest paid (489) (1.020)
NET CASH USED BY CAPITAL AND
RELATED FINANCING ACTIVITIES (70,470) (91,595)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends 33.967 33.009
NET INCREASE (DECREASE) IN CASH 55,023 (93,321)
CASH AND CASH EQUIVALENTS, JANUARY 1 487,211 580,532
CASH AND CASH EQUIVALENTS, DECEMBER 31 $__542.234 §__ 487,211
RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating loss $ (142,687) $ (117,191)
Adjustments to reconcile operating loss to net
cash provided (used) by operating activities:
Depreciation 218,000 193,000
(Increase) decrease in:
Interest receivable (1,381) -
Accounts receivable 26,893 4,496
Inventory 7,926 (3,984)
Increase (decrease) in:
Accounts payable (12,574) (119,730)
Accrued salaries 495 498
Accrued taxes (630) 889
Compensated absences payable (3,231) 6,612
Customer deposits payable (1,285) 675
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES $ 91526 $__ (34.735)

The accompanying notes are an integral part of these financial statements.
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