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INDEPENDENTAUDITOR'SREPORT

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

ReportontheFinancialStatements

Wehaveauditedtheaccompanyingfinancialstatementsofthegovernmentalactivities, thebusiness-typeactivities, and
eachmajorfundoftheCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2012, andtherelated
notestothefinancialstatements, whichcollectivelycomprisetheCity'sbasicfinancialstatementsaslistedinthetableof
contents. 

Management'sResponsibilityfortheFinancialStatements

Managementisresponsibleforthepreparationandfairpresentationofthesefinancialstatementsinaccordancewith
accountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica; thisincludesthedesign, implementation, and
maintenanceofinternalcontrolrelevanttothepreparationandfairpresentationoffinancialstatementsthatarefreefrom
materialmisstatement, whetherduetofraudorerror. 

Auditor'sResponsibility

Ourresponsibilityistoexpressopinionsonthesefinancialstatementsbasedonouraudit.  Weconductedourauditin
accordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmericaandthestandardsapplicableto
financialauditscontainedinGovernmentAuditingStandards, issuedbytheComptrollerGeneraloftheUnitedStates.   
Thosestandardsrequirethatweplanandperformtheaudittoobtainreasonableassuranceaboutwhetherthefinancial
statementsarefreefrommaterialmisstatement. 

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamountsanddisclosuresinthefinancial
statements.  Theproceduresselecteddependontheauditor'sjudgment, includingtheassessmentoftherisksof
materialmisstatementofthefinancialstatements, whetherduetofraudorerror.  Inmakingthoseriskassessments, the
auditorconsidersinternalcontrolrelevanttotheentity'spreparationandfairpresentationofthefinancialstatementsin
ordertodesignauditproceduresthatareappropriateinthecircumstances, butnotforthepurposeofexpressingan
opinionontheeffectivenessoftheentity'sinternalcontrol.  Accordingly, weexpressnosuchopinion.  Anauditalso
includesevaluatingtheappropriatenessofaccountingpoliciesusedandthereasonablenessofsignificantaccounting
estimatesmadebymanagement, aswellasevaluatingtheoverallpresentationofthefinancialstatements. 
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CityofCosmos, Minnesota
Page2

Webelievethattheauditevidencewehaveobtainedissufficientandappropriatetoprovideabasisforouraudit
opinions. 

Opinions

Inouropinion, thefinancialstatementsreferredtoabovepresentfairly, inallmaterialrespects, therespectivefinancial
positionofthegovernmentalactivities, thebusiness-typeactivitiesandeachmajorfundoftheCityofCosmos,  
Minnesota, asofDecember31, 2012, and, therespectivechangesinfinancialpositionand, whereapplicable, cashflows
thereofandtherespectivebudgetarycomparisonfortheGeneralFundandtheTrashCollectionandRedevelopment
RevolvingLoanSpecialRevenueFundsfortheyearthenendedinaccordancewithaccountingprinciplesgenerally
acceptedintheUnitedStatesofAmerica. 

EmphasisofMatter

AsdiscussedinNote1tothebasicfinancialstatements, fortheyearendedDecember31, 2012, theCityadoptedthe
newaccountingguidanceofGovernmentalAccountingStandardsBoardStatementNo. 63, FinancialReportingof
DeferredOutflowsofResources, DeferredInflowsofResources, andNetPosition.  Ouropinionisnotmodifiedwith
respecttothismatter. 

ReportonPartialComparativeInformation

WehavepreviouslyauditedtheCity's2011financialstatements, andweexpressedunmodifiedauditopinionsonthose
auditedfinancialstatementsinourreportdatedJune14, 2012.  Inouropinion, thepartialcomparativeinformation
presentedhereinasofandfortheyearendedDecember31, 2011isconsistent, inallmaterialrespects, withtheaudited
financialstatementsfromwhichithasbeenderived. 

OtherMatters

RequiredSupplementaryInformation

AccountingprinciplesgenerallyacceptedintheUnitedStatesofAmericarequirethattheManagement'sDiscussionand
Analysisaslistedinthetableofcontentsbepresentedtosupplementthebasicfinancialstatements.  Suchinformation,  
althoughnotapartofthebasicfinancialstatements, isrequiredbytheGovernmentalAccountingStandardsBoardwho
considersittobeanessentialpartoffinancialreportingforplacingthebasicfinancialstatementsinanappropriate
operational, economic, orhistoricalcontext.  Wehaveappliedcertainlimitedprocedurestotherequiredsupplementary
informationinaccordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica, whichconsistedof
inquiriesofmanagementaboutthemethodsofpreparingtheinformationandcomparingtheinformationforconsistency
withmanagement'sresponsestoourinquiries, thebasicfinancialstatements, andotherknowledgeweobtainedduring
ourauditofthebasicfinancialstatements.  Wedonotexpressanopinionorprovideanyassuranceontheinformation
becausethelimitedproceduresdonotprovideuswithsufficientevidencetoexpressanopinionorprovideany
assurance. 

SupplementaryandOtherInformation

Ourauditwasconductedforthepurposeofformingopinionsonthefinancialstatementsthatcollectivelycomprisethe

informationandtheElectedandAppointedOfficialssectionarepresentedforpurposesofadditionalanalysisandarenot
arequiredpartofthebasicfinancialstatements.  
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CityofCosmos, Minnesota
Page3

Thesupplementaryinformationistheresponsibilityofmanagementandwasderivedfromandrelatesdirectlytothe
underlyingaccountingandotherrecordsusedtopreparethebasicfinancialstatements.  Suchinformationhasbeen
subjectedtotheauditingproceduresappliedintheauditofthebasicfinancialstatementsandcertainadditional
procedures, includingcomparingandreconcilingsuchinformationdirectlytotheunderlyingaccountingandotherrecords
usedtopreparethebasicfinancialstatementsortothebasicfinancialstatementsthemselves, andotheradditional
proceduresinaccordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica.  Inouropinion, the
supplementaryinformationisfairlystated, inallmaterialrespects, inrelationtothebasicfinancialstatementsasawhole.  

TheElectedandAppointedOfficialssectionhasnotbeensubjectedtotheauditingproceduresappliedintheauditofthe
basicfinancialstatementsand, accordingly, wedonotexpressanopinionorprovideanyassuranceontheinformation
presented. 

OtherReportingRequiredbyGovernmentAuditingStandards

InaccordancewithGovernmentAuditingStandards, wehavealsoissuedourreportdatedJuly11, 2013onour
considerationoftheCity'sinternalcontroloverfinancialreportingandonourtestsofitscompliancewithcertain
provisionsoflaws, regulations, contracts, andgrantagreementsandothermatters.  Thepurposeofthatreportisto
describethescopeofourtestingofinternalcontroloverfinancialreportingandcomplianceandtheresultsofthattesting,  
andnottoprovideanopiniononinternalcontroloverfinancialreportingoroncompliance.  Thatreportisanintegralpart
ofanauditperformedinaccordancewithGovernmentAuditingStandardsinconsideringtheCityofCosmos' internal
controloverfinancialreportingandcompliance. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

July11, 2013
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

ThissectionofthebasicfinancialstatementsoftheCityofCosmos (theCity) presentsadiscussionandanalysisofthe

basicfinancialstatementsfollowingthissection. 

FinancialHighlights

TheassetsoftheCityexceededliabilitiesby $2.6million.  Ofthisamount, $0.7millionmaybeusedtomeetthe

fiscalpolicies. 

year'sstormcleanupcosts. 

Attheendofthecurrentfiscalyear, unassignedfundbalancefortheGeneralFundwas $176,513, or46% oftotal
GeneralFundexpendituresof $383,544. 

UsingThisAnnualReport

Thisannualreportconsistsofaseriesoffinancialstatements.  TheStatementofNetPositionandtheStatementof

finances.  FundfinancialstatementsarepresentedaftertheStatementofActivities.  Fundfinancialstatementsalso

funds.  Thenotestothebasicfinancialstatementsprovideinformationthatisessentialtoafullunderstandingofthedata
providedinthegovernment-wideandfundfinancialstatements.  Thisannualreportalsocontainsothersupplementary
informationinadditiontothebasicfinancialstatements. 

TheCityasaWhole: StatementofNetPositionandStatementofActivities

OuranalysisoftheCityofCosmosbeginswiththeStatementofNetPositionandtheStatementofActivities.  Oneofthe

Cityasawholeandaboutitsactivitiesinawaythathelpsanswerthisquestion.  TheStatementofNetPositionincludes
allassetsandliabilitiesusingtheaccrualbasisofaccounting. 
revenuesandexpensesaretakenintoaccountregardlessofwhencashisreceivedorpaid.  Thesetwostatements

netposition

improvingordeteriorating.  Youwillneedtoconsiderothernonfinancialfactors, however, toassesstheoverallhealthof
theCityofCosmos. 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

TheCityasaWhole: StatementofNetPositionandStatementofActivities (Cont'd) 

IntheStatementofNetPositionandtheStatementofActivities, wedividetheCityintotwokindsofactivities: 

GovernmentalActivities - MostoftheCity'sbasicservicesarereportedhere, includingpublicsafety, publicworks,  
sanitation, cultureandrecreationandgeneralgovernment.  Propertytaxes, andstateandfederalgrantsfinancemostof
theseactivities. 

Business-TypeActivities - TheCitychargesafeetocustomerstohelpitcoverallormostofthecostofcertainservices
itprovides.  TheCity'sFire, Sewer, andWaterfundsarereportedhere. 

TheCity'sMostSignificantFunds: FundFinancialStatements

statelawandbybondcovenants.  However, theCityCouncilestablishesotherfundstohelpitcontrolandmanage
moneyforparticularpurposesortoshowthatitismeetinglegalresponsibilitiesforusingcertaintaxes, grants, andother
money.  TheCity'stwokindsoffunds-governmentalandproprietary-usedifferentaccountingapproaches. 

GovernmentalFunds
onhowmoneyflowsintoandoutofthosefundsandthebalancesleftatyear-endthatareavailableforspending.  These
fundsarereportedusinganaccountingmethodcalledmodifiedaccrualaccounting, whichmeasurescashandallother
financialassetsthatcanreadilybeconvertedtocash.  Thegovernmentalfundstatementsprovideadetailedshort-term

helpsthereaderofthestatementsdeterminewhethertherearemoreorfewerfinancialresourcesthatcanbespentin

activities (reportedintheStatementofNetPositionandtheStatementofActivities) andgovernmentalfundsina
reconciliationafterthefundfinancialstatements. 

Thegovernmentalfundfinancialstatementscanbefoundonpages14-20ofthisreport. 

ProprietaryFunds

reportedinthesamewaythatallactivitiesarereportedintheStatementofNetPositionandtheStatementofActivities.   

statementsbutprovidemoredetailandadditionalinformation, suchascashflows, forproprietaryfunds. 

Theproprietaryfundfinancialstatementscanbefoundonpages21-24ofthisreport. 

NotestotheFinancialStatements

Thenotesprovideadditionalinformationthatisessentialtoafullunderstandingofthedataprovidedinthegovernment- 
wideandfundfinancialstatements.  Thenotestothefinancialstatementscanbefoundonpages25-40ofthisreport. 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

StatementofNetPosition

Thenetpositionincreasedfromayearago.Ouranalysisbelowfocusesonthenetposition(Tables1and2)and

Table1
ComparativeCondensedStatementofNetPosition

GovernmentalActivities
20122011Change

CurrentandOtherAssets$              362, 061 $                253
NetCapitalAssets 593, 739                ( 89,621) 

TotalAssets$              955, 800 $             ( 86,368) 

CurrentandOtherLiabilities$                841 $             ( 13,530) 
Long-TermLiabilities 207, 491                ( 27,416) 

TotalLiabilities 235, 332                ( 40,946) 

NetPosition
NetInvestmentinCapitalAssets 389, 939                ( 63,821) 
Restricted 143, 566                ( 12,202) 
Unrestricted 186, 963 601

TotalNetPosition 720, 468                ( 45,422) 

TotalLiabilitiesandNetPosition$              955, 800 $             ( 86,368) 

Table2
ComparativeCondensedStatementofNetPosition

Business-TypeActivities
20122011Change

CurrentandOtherAssets$              500, 555 $             ( 87,537) 
NetCapitalAssets 2,744,755 259

TotalAssets$            3,157,773$         722

CurrentandOtherLiabilities$                003 $                424
Long-TermLiabilities 1,233,247 81,000) 

TotalLiabilities 1,261,674 76,576) 

NetPosition
NetInvestmentinCapitalAssets 1,511,508 177, 259
Unrestricted 476, 552                ( 91,961) 

TotalNetPosition 1,896,099 298

TotalLiabilitiesandNetPosition$            3,157,773$         722
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

GovernmentalActivities

NetpositionoftheCity'sgovernmentalactivitiesdecreasedby $45,422.  Table3presentsthekeyelementsofthe
decrease. 

Business-TypeActivities

Thenetpositionofourbusiness-typeactivitiesincreasedby $85,298.  Theincreasewasduetothefollowingfunds
changeinnetposition: Fire - $8,835, Sewer - $34,951, andWater - $41,512.  MostofthechangeintheSewerandWater
Fundsresultedfromcapitalcontributions (transfers - $80,045) fromthe2011StreetImprovementsCapitalProjectFund. 

ThefollowingtablesindicatethechangesinnetpositionfortheCity'sgovernmentalandbusiness-typeactivities: 

Table3
ComparativeCondensedStatementofActivities

GovernmentalActivities
20122011Change

REVENUES
ProgramRevenues

Fees, Fines, andChargesforServices$                112, 217 $             ( 56,571) 
OperatingGrantsandContributions 977                  ( 2,510) 

GeneralRevenues
PropertyTaxes 207, 543 237
GrantsandContributionsNotRestricted 149, 902                  ( 9,419) 
InterestIncome 008                  ( 1,712) 
GainonAssetDisposal 348
Other 309                ( 42,920) 

TotalRevenues 551, 956                ( 57,547) 

EXPENSES
GeneralGovernment 101, 380 908
PublicSafety 124, 507                  ( 4,207) 
PublicWorks 268, 927              ( 129,833) 
Sanitation 702 511
CultureandRecreation 114, 516                ( 68,454) 
InterestonLong-TermDebt 007 822

TotalExpenses 647, 039              ( 187,253) 
ChangeinNetPosition

beforeTransfers 95,083)              129, 706

TRANSFERS                 ( 80,045)               ( 80,045) 
ChangeinNetPosition                 ( 45,422)               (95,083)                661

NETPOSITION, BEGINNINGOFYEAR 815, 551                ( 95,083) 

NETPOSITION, ENDOFYEAR$              720, 468 $             ( 45,422) 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

Table4
ComparativeCondensedStatementofActivities

Business-TypeActivities
20122011Change

REVENUES
ProgramRevenues

Fees, Fines, andChargesforServices$              270, 364 $              167
OperatingGrantsandContributions 775                ( 16,356) 
CapitalGrantsandContributions 740 500                  ( 1,760) 

GeneralRevenues
InterestIncome 341                  ( 1,786) 
GainonAssetDisposal 377
Other 780

TotalRevenues 309, 980 422

EXPENSES
Fire 614 948
Sewer 617                  ( 4,503) 
Water 146, 423 050

TotalExpenses 300, 654 495
ChangeinNetPosition

beforeTransfers 326                  ( 4,073) 

TRANSFERS 045
ChangeinNetPosition 326 972

NETPOSITION, BEGINNINGOFYEAR 1,810,801 326

NETPOSITION, ENDOFYEAR$            1,896,099$         298
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

GovernmentalActivities

Revenues - ThefollowingchartvisuallyillustratestheCity'srevenuebysourceforitsgovernmentalactivities: 

RevenuebySource - GovernmentalActivities

Other Fees, Fines, and
GainonAssetDisposal 1.09% ChargesforServices

2.30%  InterestIncome 11.25%  
0.46%  

OperatingGrantsand
Contributions

5.56%  Grantsand
ContributionsNot

Restricted
28.41%  

PropertyTaxes
50.93%  

FinancialAnalysisoftheCity'sFunds

Asnotedearlier, theCityusesfundaccountingtoensureanddemonstratecompliancewithfinancerelatedlegal
requirements. 

ThefocusoftheCity'sgovernmentalfundsistoprovideinformationonnearterminflows,  GovernmentalFunds
outflowsandbalancesofspendableresources.  SuchinformationisusefulinassessingtheCity'sfinancing
requirements.  Inparticular, unassignedfundbalancemayserveasausefulmeasureoftheCity'snetresources
availableforspendingattheendofthefiscalyear. 

Asoftheendofthecurrentfiscalyear, theCity'sgovernmentalfundsreportedcombinedendingfundbalancesof
306,411, anincreaseof $30,981.  Approximately58percentofthistotal ($176,513) constitutesunassignedfund

balance.  Theremainderofthefundbalance ($129,898) isnotavailablefornewspendingbecauseitiseither1)  
restricted ($105,455) or2) assigned ($24,443). 

TheGeneralFundisthechiefoperatingfundoftheCity.  Attheendofthecurrentfiscalyear, unassignedfundbalance
oftheGeneralFundwas $176,513.  AsameasureoftheGeneralFund'sliquidity, itmaybeusefultocomparethe
unassignedfundbalancetototalfundexpenditures.  Unassignedfundbalancerepresents46percentofthetotalGeneral
Fundexpenditures. 

TheCity'sproprietaryfundsprovidethesametypeofinformationfoundinthegovernment-wideProprietaryFunds
financialstatements, butinmoredetail. 

TheunrestrictednetpositionintherespectiveproprietaryfundsareFire - $102,410, Sewer - $270,291, andWater -  
11,890.   
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS

GeneralFundBudgetaryHighlights

Overthecourseoftheyear, theCityofCosmosCityCouncildidnotrevisethebudget.  TheGeneralFundbudget
includedsufficientrevenuestocoverexpenditurespredictingnochangeinfundbalance.  AdditionalFEMAfunding
receivedtocoverprioryear'sstormcleanupcostsresultedinafundbalanceincreaseof $17,015.  

CapitalAssets

Attheendof2012, theCityofCosmoshad $5,622,711investedinabroadrangeofcapitalassets.  RefertoNote5of
theNotestotheFinancialStatementsforascheduleshowingtheCity'scapitalassetactivity. 

Long-TermDebt

Atyear-end, theCityofCosmoshad $1,413,322inlong-termdebt.  RefertoNote7oftheNotestotheFinancial
StatementsforascheduleshowingtheCity'slong-termdebtactivity. 

EconomicFactorsandNextYear'sBudget

TheCity'sappointedofficialsconsideredmanyfactorswhensettingthefiscalyear2013budget, rates, andfeesthatwill
bechargedbythefundsoftheCity.  ThemajorfactoraccountedforwhenadoptingtheGeneralFundbudgetwastohold
alllineitemsasmuchaspossibletothe2012finalbudget. 

ContactingtheCity'sFinancialManagement

Thisfinancialreportisdesignedtoprovideourresidents, customers, andcreditorswithageneraloverviewoftheCity's
financesandtoshowtheCity'saccountabilityforthemoneyitreceives.  Ifyouhaveanyquestionsaboutthisreportor
needadditionalinformation, contacttheCityofCosmos, Box614, Cosmos, Minnesota56228, (320)877-7345, or
cosmoscity@mchsi.com. 
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
DECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

GovernmentalBusiness-TypeTotals
ActivitiesActivities20122011

ASSETS
Cash$        287,015$        368,036$        655,051$       720,268
Receivables

Accounts 565 982 547 830
Interest 021
Loans 451 451 731
DelinquentTaxes 844 844 915
SpecialAssessments 531 531 351

DuefromOtherGovernmentalUnits 741 741 790
DeferredCharges 167 167 710
CapitalAssets

AssetsNotBeingDepreciated 767 405 103, 172 285, 423
OtherCapitalAssets, NetofDepreciation 478, 351 2,956,812

TotalAssets$     869, 432 $  4,104,851

LIABILITIESANDNETPOSITION
Liabilities

AccountsPayable $         757 $       581 $       338 $       593
ContractsPayable 916 916 986
SalariesPayable 470 101 571 651
DuetoOtherGovernmentalUnits 439 439 281
AccruedInterestPayable 401 696 097 956
CustomerDeposits 878 049 927 927
UnearnedRevenue 450 450 450
NoncurrentLiabilities

DueWithinOneYear 000 541 111, 541 106, 800
DueinMoreThanOneYear 152, 075 1,414,938

TotalLiabilities 194, 386 1,573,582

NetPosition
NetInvestmentinCapitalAssets 326, 118 1,724,188
Restrictedfor

DebtService 909 909 073
CapitalImprovements 064 064 102
RevolvingLoan 391 391 391

Unrestricted 217, 564 384, 591 602, 155 663, 515
TotalNetPosition 675,046 1,896,099 2,571,1452,531,269

TotalLiabilitiesandNetPosition$        869,432$     3,157,773$     4,027,205$     4,104,851

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFACTIVITIES
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

Net (Expense) Revenueand
ProgramRevenuesChangesinNetPosition

Fees, Fines, OperatingCapital
andChargesGrantsandGrantsand GovernmentalBusiness-TypeTotals

ExpensesforServicesContributionsContributionsActivitiesActivities20122011

GOVERNMENTALACTIVITIES
GeneralGovernment$          106,755)$                        $         (106,755)$         91,872) 
PublicSafety 113,827)           ( 113,827)           (117,476) 
PublicWorks 116,800)           ( 116,800)           (190,572) 
Sanitation 470
CultureandRecreation 37,993)             ( 37,993)           (106,388) 
InterestonLong-TermDebt 3,605)               ( 3,605)               (1,007) 

TotalGovernmentalActivities 376,673)                       376,673) 504,845) 

BUSINESS-TYPEACTIVITIES
Fire 013
Sewer 12,924) 
Water 13,772)             (13,772)             (10,104) 

TotalBusiness-TypeActivities 7,459)               (7,459) 985

Total$          376,673)               (7,459)           (384,132)           (500,860) 

GENERALREVENUES
PropertyTaxes 251, 780 207, 543
GrantsandContributionsnotRestrictedtoSpecificPrograms 140, 483 149, 902
InterestIncome 349
GainonAssetDisposal 725
Other 309
TRANSFERS             ( 80,045)              

424, 008 415, 103TotalGeneralRevenuesandTransfers
ChangeinNetPosition             ( 45,422)              876              ( 85,757) 

NETPOSITION, BEGINNINGOFYEAR

NETPOSITION, ENDOFYEAR$          

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

BALANCESHEET
GOVERNMENTALFUNDS

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

2011APublic2011Street
TrashRedevelopmentG.O. WorksandUtilityTotals

GeneralCollectionRevolvingLoanImprovementReserveImprovements20122011

ASSETS
Cash$         155,856$          287,015$        259,231
Receivables

Accounts
Interest
Loans
DelinquentTaxes
SpecialAssessments 388

DuefromOtherGovernmentalUnits

TotalAssets$         196,861$          362,147$        358,351

LIABILITIESANDFUNDBALANCE
Liabilities

AccountsPayable$            4,757$            
ContractsPayable
SalariesPayable 470 470
DuetoOtherGovernmentalUnits
DeferredRevenue

Licenses
Loans
DelinquentTaxes
SpecialAssessments 388

CustomerDeposits
TotalLiabilities 0

FundBalance
Restricted

CapitalImprovements
RevolvingLoan

AssignedforFundOperations
Unassigned 176,513 149,029

TotalFundBalance 176,513 0 0 275,430

TotalLiabilitiesandFundBalance$         196,861$          362,147$        358,351

SeeAccompanyingNotestotheFinancialStatements
14



CITYOFCOSMOS, MINNESOTA

RECONCILIATIONOFTHEGOVERNMENTALFUNDS
BALANCESHEETTOTHESTATEMENTOFNETPOSITION

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

20122011

TotalFundBalances - GovernmentalFunds$           306,411$           275,430

AmountsreportedforgovernmentalactivitiesintheStatementofNetPosition
aredifferentbecause: 

Capitalassetsusedingovernmentalactivitiesarenotfinancialresourcesand
thereforearenotreportedasassetsinthegovernmentalfunds. 

CapitalAssets 1,480,237 1,545,664
Less:  AccumulatedDepreciation           ( 976,119)           (951,925) 

Otherlong-termassetsarenotavailabletopayforcurrent-periodexpenditures
and, therefore, aredeferredinthefunds.  
Loans 6,451
DelinquentTaxes 11,844
SpecialAssessments 23,531 38,351

Long-termliabilities, includingbondspayable, arenotdueandpayableinthe
currentperiodandthereforearenotreportedasliabilitiesinthefunds. 

NotePayable           ( 178,000)           (203,800) 
CompensatedAbsences               ( 2,075)               (3,691) 
AccruedInterestPayable                  ( 401)                 (917) 
DeferredCharges 3,167

TotalNetPosition - GovernmentalActivities$           675,046$           720,468

SeeAccompanyingNotestotheFinancialStatements
15



CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
GOVERNMENTALFUNDS

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2011APublic2011Street
TrashRedevelopmentG.O. WorksandUtilityTotals

GeneralCollectionRevolvingLoanImprovementReserveImprovements20122011

REVENUES
Taxes$             248,851$                          $                          $                          $                          $                          $             248,851$ 207,226
SpecialAssessments 1,784 15,260 17,044 18,594
LicensesandPermits 4,226 4,226 8,716
Intergovernmental 167,950 167,950 179,879
ChargesforServices 9,369 39,520 48,889 49,906
FinesandForfeits 307 307 480
InterestIncome 1,106 228 962 2,296 4,008
RefundsandReimbursements 311 311 38,515
Donations 1,500 1,500 325
Miscellaneous 5,858 5,858 9,781

TotalRevenues 441,262 39,748 0 15,260 962 0 497,232 517,430

EXPENDITURES
Current

GeneralGovernment 111,313 111,313 100,271
PublicSafety 112,621 112,621 114,363
PublicWorks 99,791 99,791 212,770
Sanitation 37,213 37,213 36,702
CultureandRecreation 36,323 36,323 77,933

CapitalOutlay
GeneralGovernment 2,170 2,170
PublicSafety 4,317 4,317 11,309
PublicWorks 7,569 13,892 21,461 260,593
CultureandRecreation 9,440 9,440

DebtService
Principal 25,800 25,800
InterestandFiscalCharges 5,802 5,802 3,800

TotalExpenditures 383,544 37,213 0 31,602 0 13,892 466,251 817,741
Excess (Deficiency) ofRevenues

Over (Under) Expenditures 57,718 2,535 0                (16,342)                      962                (13,892)         30,981              (300,311) 

OTHERFINANCINGSOURCES (USES) 
G.O. ImprovementNoteProceeds 203,800
TransfersIn 16,342 24,361 40,703
TransfersOut                ( 40,703)               ( 40,703) 

TotalOtherFinancingSources (Uses)                (40,703)                          0 0 16,342 0 24,361 0 203,800
NetChangeinFundBalances 17,015 2,535 0 0 962 10,469 30,981                (96,511) 

FUNDBALANCE, BEGINNINGOFYEAR159,49821,9086,39198,102( 10,469) 275,430371,941

FUNDBALANCE, ENDOFYEAR$            176,513$              24,443$                6,391$                       0$              99,064$                       0$            306,411$ 275,430

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

RECONCILIATIONOFTHESTATEMENTOFREVENUES, EXPENDITURES
ANDCHANGESINFUNDBALANCESOFGOVERNMENTALFUNDS

TOTHESTATEMENTOFACTIVITIES
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011

TotalNetChangeinFundBalances - GovernmentalFunds$             30,981$           (96,511) 

AmountsreportedforgovernmentalactivitiesintheStatementofActivities
aredifferentbecause: 

Governmentalfundsreportcapitaloutlaysasexpenditures. 
IntheStatementofActivities, thecostofthoseassets, however, isallocated
overtheestimatedusefullivesasdepreciationexpense. 

CapitalOutlay 25,835 254,001
DepreciationExpense             ( 46,759)             (47,215) 
Gain (Loss) onAssetDisposals 11,348             (38,282) 
AssetsContributedtoEnterpriseFunds             ( 80,045) 

RevenuesintheStatementofActivitiesthatdonotprovidecurrentfinancial
resourcesarenotreportedasrevenuesinthefunds. 

DeferredRevenue, EndofYear 41,826 55,997
DeferredRevenue, BeginningofYear             ( 55,997)             (21,471) 

SomeexpensesreportedintheStatementofActivitiesdonotrequiretheuse
ofcurrentresourcesand, therefore, arenotreportedasexpendituresin
governmentalfunds. 

CompensatedAbsences 1,616                 (595) 

Bondproceedsprovidecurrentfinancialresourcestogovernmentalfunds, 
butissuingdebtincreaseslong-termliabilitiesintheStatementofNetPosition. 
Repaymentofbondprincipalisanexpenditureinthegovernmentalfunds, 
buttherepaymentreduceslong-termliabilitiesintheStatementofNetPosition. 

Long-TermDebtProceeds           ( 203,800) 
IssuanceCosts
PrincipalRetirementofLong-TermDebt 25,800
ChangeinAccruedInterestPayable 516                 (917) 
AmortizationofBondIssuanceCosts                  ( 543)                   (90) 

ChangeinNetPosition - GovernmentalActivities$           ( 45,422)$           (95,083) 

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011
Over
Under) 

BudgetedAmountsFinal
OriginalFinalActualBudgetActual

REVENUES
Taxes$    246,966$    246,966$    248,851$        1,885$   207,226
SpecialAssessments 1,784 1,784 2,314
LicensesandPermits 4,000 4,000 4,226 226 8,716
Intergovernmental 128,351 128,351 167,950 39,599 179,879
ChargesforServices 7,000 7,000 9,369 2,369 10,734
FinesandForfeits 500 500 307            (193)             480
InterestIncome 2,500 2,500 1,106         (1,394)          1,865
RefundsandReimbursements 1,000 1,000 311            (689)       38,515
Donations 1,500 1,500 325
Miscellaneous 4,000 4,000 5,858 1,858 9,781

TotalRevenues 394,317 394,317 441,262 46,945 459,835

EXPENDITURES
Current

GeneralGovernment 99,530 99,530 111,313 11,783 100,271
PublicSafety 125,788 125,788 112,621       (13,167)     114,363
PublicWorks 86,233 86,233 99,791 13,558 212,770
CultureandRecreation 29,450 29,450 36,323 6,873 77,933

CapitalOutlay
GeneralGovernment 3,100 3,100 2,170            (930) 
PublicSafety 10,000 10,000 4,317         (5,683)       11,309
PublicWorks 27,716 27,716 7,569       (20,147)       33,844
CultureandRecreation 12,500 12,500 9,440         (3,060) 

TotalExpenditures 394,317 394,317 383,544       (10,773)     550,490
Excess (Deficiency) ofRevenues

Over (Under) Expenditures 0 0 57,718 57,718       (90,655) 

OTHERFINANCINGSOURCES (USES) 
TransfersOut                                             ( 40,703)       (40,703) 

NetChangeinFundBalances$               0$               0 17,015$      17,015       (90,655) 

FUNDBALANCE, BEGINNINGOFYEAR 159,498 250,153

FUNDBALANCE, ENDOFYEAR$    176,513$   159,498

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

TRASHCOLLECTIONSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011
Over
Under) 

BudgetedAmountsFinal
OriginalFinalActualBudgetActual

REVENUES
ChargesforServices$      39,000$      39,000$      39,520$           520$      39,172
InterestIncome 228 228 241

TotalRevenues 39,000 39,000 39,748 748 39,413

EXPENDITURES
Current

Sanitation 39,000 39,000 37,213         (1,787)        36,702

NetChangeinFundBalances$               0$               0 2,535$        2,535 2,711

FUNDBALANCE, BEGINNINGOFYEAR 21,908 19,197

FUNDBALANCE, ENDOFYEAR$      24,443$      21,908

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

REDEVELOPMENTREVOLVINGLOANSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011
Over
Under) 

BudgetedAmountsFinal
OriginalFinalActualBudgetActual

REVENUES
CDBGLoanRepayments$                 $                 $                 $                 $                  

EXPENDITURES

NetChangeinFundBalances$               0$               0 0$               0 0

FUNDBALANCE, BEGINNINGOFYEAR 6,391 6,391

FUNDBALANCE, ENDOFYEAR$        6,391$        6,391

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
PROPRIETARYFUNDS
DECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

Business-TypeActivities - EnterpriseFunds
Totals

FireSewerWater20122011

ASSETS
CurrentAssets
Cash$       95,992$     270,706$         1,338$     368,036$     461,037
AccountsReceivable 7,407 5,838 31,737 44,982 39,364
DuefromOtherGovernmentalUnits 154

TotalCurrentAssets 103,399 276,544 33,075 413,018500,555

NoncurrentAssets
CapitalAssets

AssetsNotBeingDepreciated 77,405 77,405 33,507
OtherCapitalAssets, NetofDepreciation 401,424 201,841 2,064,085 2,667,350 2,614,989

TotalNoncurrentAssets 401,424 201,841 2,141,490 2,744,755 2,648,496

504,823$     478,385$  2,174,565$  3,157,773$  3,149,051TotalAssets

LIABILITIESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$            989$         4,038$       11,554$       16,581$         4,900
SalariesPayable 40 61 101390
DuetoOtherGovernmentalUnits 6,625
AccruedInterestPayable 5,696 5,6966,039
CustomerDeposits 2,175 3,874 6,0496,049
CurrentPortionofNotePayable 83,541 83,541 81,000

TotalCurrentLiabilities 989 6,253 104,726 111,968105,003

NoncurrentLiabilities
NotePayable, NetofCurrentPortion 1,149,706 1,149,706 1,233,247

TotalLiabilities 989 6,253 1,254,432 1,261,674 1,338,250

NetPosition
NetInvestmentinCapitalAssets 401,424 201,841 908,243 1,511,508 1,334,249
Unrestricted 102,410 270,291 11,890 384,591476,552

TotalNetPosition 503,834 472,132 920,133 1,896,099 1,810,801

TotalLiabilitiesandNetPosition$     504,823$     478,385$  2,174,565$  3,157,773$  3,149,051

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

Business-TypeActivities - EnterpriseFunds
Totals

FireSewerWater20122011

OPERATINGREVENUES
FireContracts/Calls$       53,960$                  $                  $       53,960$       52,648
AmbulanceCharges 50,472 50,472 34,704
SewerCharges 59,398 59,398 46,693
WaterCharges 146,701 146,701 136,319

TotalOperatingRevenues 104,432 59,398 146,701 310,531 270,364

OPERATINGEXPENSES
SalariesandBenefits 13,225 12,943 19,274 45,442 40,815
Insurance 4,112 1,405 2,835 8,352 9,917
Supplies 16,358 23,075 6,201 45,634 41,786
MaintenanceandRepair 2,466 2,517 22,577 27,560 34,672
Gas, OilandFuel 4,225 4,225 4,655
Testing 1,843 1,843 4,207
Electricity 1,994 1,342 8,355 11,691 13,533
Firemen'sRelief 7,619 7,619 7,981
Telephone 1,632 652 2,284 1,958
EducationandConferences 18,044 18,044 2,421
Miscellaneous 3,047 988 3,090 7,125 6,674
Depreciation 45,840 11,001 79,651 136,492 112,594

TotalOperatingExpenses 118,562 55,114 142,635 316,311 281,213
OperatingIncome (Loss)        ( 14,130)           4,284 4,066          (5,780)        (10,849) 

NONOPERATINGREVENUES (EXPENSES) 
Intergovernmental 15,419 15,419 31,775
InterestIncome 429 2,600 526 3,555 5,341
GainonAssetDisposal 6,377 6,377
OtherIncome 740 2,780 3,520 2,500
InterestExpense        ( 17,838)        (17,838)        (19,441) 

TotalNonoperating
Revenues (Expenses)         22,965 2,600        (14,532)         11,033 20,175

Income (Loss) BeforeContributions 8,835 6,884        (10,466)           5,253 9,326

CAPITALCONTRIBUTIONS 28,067 51,978 80,045
ChangeinNetPosition 8,835 34,951 41,512 85,298 9,326

NETPOSITION, BEGINNINGOFYEAR 494,999 437,181 878,621 1,810,801 1,801,475

503,834$     472,132$     920,133$  1,896,099$  1,810,801NETPOSITION, ENDOFYEAR

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFCASHFLOWS
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

Business-TypeActivities - EnterpriseFunds
Totals

FireSewerWater20122011

CASHFLOWSFROMOPERATING
ACTIVITIES
ReceiptsfromCustomers$     104,235$       58,384$     142,294$     304,913$     263,343
PaymentstoSuppliers        ( 18,824)        (21,458)          (6,201)        (46,483)       (39,679) 
PaymentstoOtherSources        ( 46,814)          (8,095)        (27,929)        (82,838)       (81,341) 
PaymentstoEmployees        ( 13,225)        (13,059)        (19,447)        (45,731)       (40,905) 

NetCashProvided (Used) by
OperatingActivities 25,372 15,772 88,717 129,861 101,418

CASHFLOWSFROMCAPITALAND
RELATEDFINANCINGACTIVITIES
IntergovernmentalRevenue 15,419 154 15,573 59,180
OtherReceipts 7,117 2,780 9,897 2,500
ProceedsfromNotePayable 2,923
PrincipalPaymentsonNotePayable        ( 81,000)        (81,000)       (80,299) 
InterestPaymentsonNotePayable        ( 18,181)        (18,181)       (19,083) 
AcquisitionofCapitalAssets        ( 73,481)          (1,820)        (77,405)      (152,706)     (131,921) 

NetCashProvided (Used) by
CapitalandRelatedFinancing
Activities        ( 50,945)          (1,820)      (173,652)      (226,417)     (166,700) 

CASHFLOWSFROMINVESTING
ACTIVITIES
InterestIncome 429 2,600 526 3,555 5,341

NetIncrease (Decrease) in
CashandCashEquivalents        ( 25,144)         16,552        (84,409)        (93,001)       (59,941) 

CASHANDCASHEQUIVALENTS,  
BEGINNINGOFYEAR 121,136 254,154 85,747 461,037 520,978

CASHANDCASHEQUIVALENTS, 
ENDOFYEAR$       95,992$     270,706$         1,338$     368,036$     461,037

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFCASHFLOWS
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

Business-TypeActivities - EnterpriseFunds
Totals

FireSewerWater20122011

RECONCILIATIONOFOPERATING
INCOME (LOSS) TOCASHFLOWS
FROMOPERATINGACTIVITIES
OperatingIncome (Loss)$      ( 14,130)$         4,284$         4,066$        (5,780)$     (10,849) 
AdjustmentstoReconcileOperating

Income (Loss) toNetCashProvided
Used) byOperatingActivities
Depreciation 45,840 11,001 79,651 136,492 112,594
Increase) DecreaseinAssets
AccountsReceivable             ( 197)          (1,014)          (4,407)          (5,618)          (7,021) 

Increase (Decrease) inLiabilities
AccountsPayable 484 1,617 9,580 11,681 159
DuetoOtherGovernmentalUnits          ( 6,625)          ( 6,625)           6,625
SalariesPayable             ( 116)             (173)             (289)               (90) 

NetCashProvided (Used) by
OperatingActivities$       25,372$       15,772$       88,717$     129,861$     101,418

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

NOTE1.SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES

A.REPORTINGENTITY

TheCityofCosmosisastatutorycitygovernedbyanelectedmayorandfourcouncilmembers.  The
accompanyingfinancialstatementspresentthegovernmententitiesforwhichthegovernmentis
consideredtobefinanciallyaccountable. 

ThefinancialstatementspresenttheCityanditscomponentunits.  TheCityincludesallfunds, account
groups, organizations, institutions, agencies, departmentsandofficesthatarenotlegallyseparatefrom
such.  ComponentunitsarelegallyseparateorganizationsforwhichtheelectedofficialsoftheCityare
financiallyaccountableandareincludedwithinthebasicfinancialstatementsoftheCitybecauseofthe
significanceoftheiroperationalorfinancialrelationshipswiththeCity. 

TheCityisconsideredfinanciallyaccountableforacomponentunitifitappointsavotingmajorityofthe
organization'sgoverningbodyandisabletoimposeitswillontheorganizationbysignificantlyinfluencing
theprograms, projects, activitiesorlevelofservicesperformedorprovidedbytheorganizationorthereis
apotentialfortheorganizationtoprovidespecificfinancialbenefitstoorimposespecificfinancialburdens
ontheCity.  

Asaresultofapplyingthecomponentunitdefinitioncriteriaabove, oneorganizationhasbeendefined
andispresentedinthisreportasfollows: 

BlendedComponentUnit - ReportedasiftheywerepartoftheCity. 

Fromthecategoryabove, thespecificentityisidentifiedasfollows. 

BlendedComponentUnit

TheCosmosEconomicDevelopmentAuthority (EDA) isalegalentityseparatefromtheCity.  Although
legallyseparate, theCosmosEDAisreportedasifitwerepartoftheprimarygovernmentbecauseit
providesservicesexclusivelyfortheCity.  SeparatefinancialstatementsarenotpreparedfortheCosmos
EDA. 

B.GOVERNMENT-WIDEANDFUNDFINANCIALSTATEMENTS

Thegovernment-widefinancialstatements (i.e., theStatementofNetPositionandtheStatementof
Activities) reportinformationonallofthenonfiduciaryactivitiesoftheCity.  Governmentalactivities, which
normallyaresupportedbytaxesandintergovernmentalrevenues, arereportedseparatelyfrombusiness- 
typeactivities, whichrelytoasignificantextentonfeesandchargesforsupport. 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

GOVERNMENT-WIDEANDFUNDFINANCIALSTATEMENTS (Cont'd) B. 

TheStatementofActivitiesdemonstratesthedegreetowhichthedirectexpensesofagivenfunctionor
segmentisoffsetbyprogramrevenues.  Directexpensesarethosethatareclearlyidentifiablewitha
specificfunctionorsegment.  Interestongenerallong-termdebtisconsideredanindirectexpenseandis
reportedseparatelyintheStatementofActivities.  Programrevenuesinclude1) chargestocustomersor
applicantswhopurchase, useordirectlybenefitfromgoods, servicesorprivilegesprovidedbyagiven
functionorsegmentand2) grantsandcontributionsthatarerestrictedtomeetingtheoperationalor
capitalrequirementsofaparticularfunctionorsegment.  Taxesandotheritemsnotproperlyincluded
amongprogramrevenuesarereportedinsteadasgeneralrevenues.  Internallydedicatedrevenuesare
reportedasgeneralrevenuesratherthanprogramrevenues. 

Separatefinancialstatementsareprovidedforgovernmentalfundsandproprietaryfunds.  Major
individualgovernmentalfundsandmajorindividualenterprisefundsarereportedasseparatecolumnsin
thefundfinancialstatements. 

C.MEASUREMENTFOCUS, BASISOFACCOUNTINGANDFINANCIALSTATEMENTPRESENTATION

Thegovernment-widefinancialstatementsarereportedusingtheeconomicresourcesmeasurement
focusandtheaccrualbasisofaccounting, asaretheproprietaryfundfinancialstatements.  Revenues
arerecordedwhenearnedandexpensesarerecordedwhenaliabilityisincurred, regardlessofthetiming
ofrelatedcashflows.  Propertytaxesarerecognizedasrevenuesintheyearforwhichtheyarelevied.   
Grantsandsimilaritemsarerecognizedasrevenueassoonasalleligibilityrequirementsimposedbythe
providerhavebeenmet. 

Governmentalfundfinancialstatementsarereportedusingthecurrentfinancialresourcesmeasurement
focusandthemodifiedaccrualbasisofaccounting.  Revenuesarerecognizedassoonastheyareboth
measurableandavailable.  Revenuesareconsideredtobeavailablewhentheyarecollectiblewithinthe
currentperiodorsoonenoughthereaftertopayliabilitiesofthecurrentperiod.  Forthispurpose, theCity
considersrevenuestobeavailableiftheyarecollectedwithin60daysoftheendofthecurrentfiscal
period.  Expendituresgenerallyarerecordedwhenaliabilityisincurred, asunderaccrualaccounting.   
However, debtserviceexpenditures, aswellasexpendituresrelatedtocompensatedabsencesand
claimsandjudgments, arerecordedonlywhenpaymentisdue. 

Propertytaxes, specialassessments, intergovernmentalrevenue, chargesforservices, franchisetaxes,  
licensesandinterestassociatedwiththecurrentfiscalperiodareallconsideredtobesusceptibleto
accrualandsohavebeenrecognizedasrevenuesofthecurrentfiscalperiod.  Allotherrevenueitems
areconsideredtobemeasurableandavailableonlywhencashisreceivedbytheCity. 

TheCityreportsthefollowingmajorgovernmentalfunds: 

TheGeneralFundistheCity'sprimaryoperatingfundandaccountsforallfinancialresourcesexcept
thoserequiredtobeaccountedforinanotherfund. 

TheTrashCollectionSpecialRevenueFundisusedtoaccountforthefeesreceivedandexpendituresin
relationtotrashcollection; financingprovidedbyusercharges. 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

C. MEASUREMENTFOCUS, BASISOFACCOUNTINGANDFINANCIALSTATEMENTPRESENTATION
Cont'd) 

TheRedevelopmentRevolvingLoanSpecialRevenueFundisusedtoaccountfortheaccumulationof
revenuesandexpendituresforredevelopmentloans; financingprovidedbyloanrepayments. 

The2011AG.O. ImprovementDebtServiceFundisusedtoaccountfortheaccumulationofresources
for, andthepaymentofthedebtprincipal, interest, andrelatedcosts. 

ThePublicWorksReserveCapitalProjectsFundisusedtoaccountforthefinancialresourcestobeused
forcapitalimprovements. 

The2011StreetandUtilityImprovementsCapitalProjectsFundisusedtoaccountforthefinancial
resourcestobeusedfortheconstructionofthestreetproject. 

TheCityreportsthefollowingmajorenterprisefunds: 

TheFireFundaccountsfortheoperationsoftheFireDepartmentandAmbulance. 

TheSewerFundaccountsfortheoperationsoftheCity'ssewerutility. 

TheWaterFundaccountsfortheoperationsoftheCity'swaterutility. 

Asageneralrule, theeffectofinterfundactivityhasbeeneliminatedfromthegovernment-widefinancial
statements.  ExceptionstothisgeneralrulearechargesbetweentheCity'sutilityfunctionsandvarious
otherfunctionsoftheCity.  Eliminationofthesechargeswoulddistortthedirectcostsandprogram
revenuesreportedforthevariousfunctionsconcerned. 

Proprietaryfundsdistinguishoperatingrevenuesandexpensesfromnonoperatingitems.  Operating
revenuesandexpensesgenerallyresultfromprovidingservicesandproducinganddeliveringgoodsin
connectionwithaproprietaryfund'sprincipalongoingoperations.  Theprincipaloperatingrevenuesofthe
enterprisefundsarechargestocustomersforsalesandservices.  Operatingexpensesforenterprise
fundsincludethecostofsalesandservices, administrativeexpensesanddepreciationoncapitalassets.   
Allrevenuesandexpensesnotmeetingthisdefinitionarereportedasnonoperatingrevenuesand
expenses. 

ItisgenerallytheCity'spolicytouserestrictedresourcesfirst, thenunrestrictedresourcesastheyare
neededwhenanexpenseisincurredforpurposesforwhichbothrestrictedandunrestrictednetposition
areavailable. 

D.DEPOSITSANDINVESTMENTS

TheCity'scashandcashequivalentsareconsideredtobecashonhand, depositsandhighlyliquiddebt
instrumentspurchasedwithoriginalmaturitiesofthreemonthsorlessfromthedateofacquisition. 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

DEPOSITSANDINVESTMENTS (Cont'd) D. 

MinnesotaStatutesauthorizetheCitytoinvestinobligationsoftheU.S. Treasury, agenciesand
instrumentalities, sharesofinvestmentcompanieswhoseonlyinvestmentsareintheaforementioned
securities, obligationsoftheStateofMinnesotaoritsmunicipalities, bankers' acceptances, future
contracts, repurchaseandreverserepurchaseagreementsandcommercialpaperofthehighestquality
withamaturityofnolongerthan270daysandintheMinnesotaMunicipalInvestmentPool.  Investments
arestatedatfairvalue. 

CashandinvestmentsatDecember31, 2012, werecomprisedofdepositsandnon-negotiablecertificates
ofdeposits. 

CustodialCreditRisk - Deposits:  Fordeposits, thisistheriskthatintheeventofbankfailure, theCity's
depositsmaynotbereturnedtoit.  MinnesotaStatutesrequirethatallCitydepositsbeprotectedby
insurance, suretybond, orcollateral.  Themarketvalueofcollateralpledgedmustequal110percentof
theprincipalandaccruedinterestforbalancesabovetheFDICinsuredamount.  TheCitydoesnothave
aninvestmentpolicythataddressescustodialcreditrisk. 

InterestRateRisk:  Thisistheriskthatmarketvaluesofsecuritiesinaportfoliowoulddecreasedueto
changesinmarketinterestrates.  TheCitydoesnothaveaninvestmentpolicythataddressesinterest
raterisk.   

CreditRisk:  Creditriskistheriskthatanissuerorothercounterpartytoaninvestmentwillnotfulfillits
obligations.  Statelawlimitsinvestmentsincommercialpaperandcorporatebondstothetoptworatings
issuedbynationallyrecognizedstatisticalratingorganizations.  TheCitydoesnothaveaninvestment
policythatfurtherlimitsitsinvestmentchoices. 

ConcentrationofCreditRisk:  Thisistheriskoflossattributedtothemagnitudeofaninvestmentina
singleissuer.  Investmentsshouldbediversifiedtoavoidincurringunreasonableriskinherentinover
investinginspecificinstruments, individualfinancialinstitutionsormaturities.  TheCitydoesnothavean
investmentpolicythataddressesconcentrationofcreditrisk. 

CustodialCreditRisk - Investments:  Foraninvestment, thisistheriskthatintheeventofthefailureof
thecounterparty, theCitywillnotbeabletorecoverthevalueofitsinvestmentsorcollateralsecurities
thatareinthepossessionofanoutsideparty.  TheCitydoesnothaveaninvestmentpolicythat
addressescustodialcreditriskforinvestments. 

E.RECEIVABLESANDPAYABLES

Activitybetweenfundsthatarerepresentativeoflending/borrowingarrangementsoutstandingattheend
ofthefiscalyeararereferredtoaseither "dueto/fromotherfunds" (i.e., thecurrentportionofinterfund
loans) or "advancesto/fromotherfunds" (i.e., thenoncurrentportionofinterfundloans).  Allother
outstandingbalancesbetweenfundsarereportedas "dueto/fromotherfunds."  Anyresidualbalances
outstandingbetweenthegovernmentalactivitiesandbusiness-typeactivitiesarereportedinthe
government-widefinancialstatementsas "internalbalances." 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

RECEIVABLESANDPAYABLES (Cont'd) E. 

Alltradeandpropertytaxreceivablesareshownatagrossamountsincebothareassessabletothe
propertytaxesandarecollectibleuponthesaleofproperty. 

TheCityleviesitspropertytaxforthesubsequentyearduringthemonthofDecember.  December30this
thelastdaytheCitycancertifyataxlevytotheCountyAuditorforcollectionthefollowingyear.  Such
taxesbecomealienonJanuary1andarerecordedasreceivablesbytheCityatthatdate.  Theproperty
taxisrecordedasrevenuewhenitbecomesmeasurableandavailable.  MeekerCountyisthecollecting
agencyforthelevyandremitsthecollectionstotheCitythreetimesayear.  Thetaxlevynoticeismailed
inMarchwiththefirsthalfpaymentdueonMay15andthesecondhalfpaymentdueonOctober15.   
TaxesnotcollectedasofDecember31eachyearareshownasdelinquenttaxesreceivable. 

TheCountyAuditorpreparesthetaxlistforalltaxablepropertyintheCity, applyingtheapplicabletaxrate
tothetaxcapacityofindividualproperties, toarriveattheactualtaxforeachproperty.  TheCounty
Auditoralsocollectsallspecialassessments, exceptforcertainprepaymentspaiddirectlytotheCity. 

TheCountyAuditorsubmitsthelistoftaxesandspecialassessmentstobecollectedoneachparcelof
propertytotheCountyTreasurerinJanuaryofeachyear. 

F.CAPITALASSETS

Capitalassets, bothtangibleandintangible, whichincludeproperty, plant, equipment, andinfrastructure
assets (e.g., roads, sidewalks, andsimilaritems) arereportedintheapplicablegovernmentalorbusiness- 
typeactivitiescolumninthegovernment-widefinancialstatements.  Tangibleandintangiblecapitalassets
aredefinedbythegovernmentasassetswithaninitial, individualcostofmorethan $1,000andan
estimatedusefullifeinexcessoftwoyears.  Suchassetsarerecordedathistoricalcostorestimated
historicalcostifpurchasedorconstructed.  Donatedcapitalassetsarerecordedatestimatedfairmarket
valueatthedateofdonation. 

Thecostsofnormalmaintenanceandrepairsthatdonotaddtothevalueoftheassetormaterially
extendassetslivesarenotcapitalized. 

Majoroutlaysforcapitalassetsandimprovementsarecapitalizedasprojectsareconstructed.  Interest
incurredduringtheconstructionphaseofcapitalassetsofbusiness-typeactivitiesisincludedaspartof
thecapitalizedvalueoftheassetsconstructed.  Duringthecurrentperiod, theCitydidnothaveany
capitalizedinterest. 

Tangibleandintangibleassetsarecapitalizedwhenacquired, anddepreciationisprovidedusingthe
straight-linemethodappliedovertheirestimatedusefullivesoftheassets.  Usefullivesvaryfrom7to40
yearsforbuildingsandimprovementsotherthanbuildings, and3to15yearsformachineryand
equipment. 

Capitalassetsnotbeingdepreciatedincludelandandconstructioninprogress, ifany. 

TheCitydoesnotpossessanymaterialamountsofintangiblecapitalassets. 
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NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

G.DEFERREDREVENUE

Governmentalfundsreportdeferredrevenueinconnectionwithreceivablesforrevenuesthatarenot
consideredtobeavailabletoliquidateliabilitiesofthecurrentperiod.  Governmentalfundsalsodefer
revenuerecognitioninconnectionwithresourcesthathavebeenreceived, butnotyetearned. 

H.COMPENSATEDABSENCES

Full-time, permanentCityemployeesearnvacationdaysbaseduponthenumberofcompletedyearsof
service.  TheCitydoesnotcompensateemployeesforunusedvacationuponterminationofemployment.   
Accordingly, theexpenditureforvacationisrecognizedwhentaken.  Employeesareentitledtopaidsick
leaveattherateofonedaypermonthuptoatotalof800hours.  Employeesarenotcompensatedfor
unusedsickleaveuponterminationofemployment.  Sickpayisrecordedasanexpenditurewhen
paymentismade.  TheCityhasnoseverancepayplaninwhichtheemployeesarevested.  Employees
areeligibleforcomptime.  Employeesarecompensatedforunusedcomptimeuponterminationof
employment. 

I.POSTEMPLOYMENTBENEFITSOTHERTHANPENSIONS

Anycontingentliabilityforotherpostemploymentbenefitsisconsideredimmaterialandnotrecognizedin
thefinancialstatements. 

J.LONG-TERMOBLIGATIONS

Inthegovernment-widefinancialstatements, andproprietaryfundtypesinthefundfinancialstatements,  
long-termdebtandotherlong-termobligationsarereportedasliabilitiesintheapplicablegovernmental
activities, business-typeactivitiesorproprietaryfundtypeStatementofNetPosition. 

Inthefundfinancialstatements, governmentalfundtypesrecognizebondpremiumsanddiscounts, as
wellasbondissuancecosts, duringthecurrentperiod.  Thefaceamountofdebtissuedisreportedas
otherfinancingsources.  Premiumsreceivedondebtissuancesarereportedasotherfinancingsources
whilediscountsondebtissuancesarereportedasotherfinancinguses.  Issuancecosts, whetherornot
withheldfromtheactualdebtproceedsreceived, arereportedasdebtserviceexpenditures. 

K.FUNDBALANCE

Inthegovernmentalfundfinancialstatements, fundbalanceisdividedintofiveclassificationsbased
primarilyontheextenttowhichtheCityisboundtoobserveconstraintsimposedupontheuseof
resourcesreportedingovernmentalfunds.  Theseclassificationsareasfollows: 

Nonspendable - consistsofamountsthatcannotbespentbecauseitisnotinspendableformorare
legallyorcontractuallyrequiredtobemaintainedintact, suchasinventoriesandprepaiditems. 

Restricted - consistsofamountsrelatedtoexternallyimposedconstraintsestablishedbycreditors,  
grantorsorcontributors; orconstraintsimposedbystatestatutoryprovisions. 

30
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NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES (Cont'd) NOTE1. 

FUNDBALANCE (Cont'd) K. 

Committed - consistsofamountsthatareconstrainedforspecificpurposesthatareinternallyimposed
byformalactionoftheCityCouncil.  Thosecommittedamountscannotbeusedforanyotherpurpose
unlesstheCouncilremovesorchangesthespecifiedusebytakingthesametypeofactionitemployed
topreviouslycommitthoseamounts.  TheseconstraintsareestablishedbyResolutionoftheCity
Council. 

Assigned - consistsofamountsintendedtobeusedbytheCityforspecificpurposesbutdonotmeet
thecriteriatobeclassifiedasrestrictedorcommitted.  IngovernmentalfundsotherthantheGeneral
Fund, assignedfundbalancerepresentstheremainingamountthatisnotrestrictedorcommitted.  In
theGeneralFund, assignedamountsrepresentintendedusesestablishedbythegoverningbodyitself
orbyanofficialtowhichthegoverningbodydelegatestheauthority.  PursuanttoCityCouncil
Resolution, theClerk/Treasurerisauthorizedtoestablishassignmentsoffundbalance. 

Unassigned - istheresidualclassificationfortheGeneralFundandalsoreflectsnegativeresidual
amountsintheremaininggovernmentalfunds. 

TheCityusesrestrictedamountstobespentfirstwhenbothrestrictedandunrestrictedfundbalanceis
available.  Additionally, theCitywouldfirstusecommitted, thenassigned, andlastlyunassignedamounts
ofunrestrictedfundbalancewhenexpendituresaremade.   

L.NETPOSITION

TheCityadoptedtheprovisionsofGovernmentalAccountingStandardsBoardStatementNo. 63,  
FinancialReportingofDeferredOutflowsofResources, DeferredInflowsofResources, andNetPosition
fortheyearendedDecember31, 2012.  Thisstandardchangednetassetclassificationswithinthe
government-wideandproprietaryfundfinancialstatements.   

M.USEOFESTIMATES

Thepreparationofthefinancialstatementsinconformitywithaccountingprinciplesgenerallyacceptedin
theUnitedStatesofAmericarequiresmanagementtomakeestimatesandassumptionsthataffectthe
reportedamountofassetsandliabilitiesanddisclosureofcontingentassetsandliabilitiesatthedateof
thefinancialstatementsandthereportedamountsofrevenuesandexpenditures/expensesduringthe
reportingperiod.  Actualresultscoulddifferfromthoseestimates. 

N.PRIORYEARINFORMATION

Thebasicfinancialstatementsincludecertainprior-yearpartialcomparativeinformationintotalbutnotat
thelevelofdetailrequiredforapresentationinconformitywithaccountingprinciplesgenerallyacceptedin
theUnitedStatesofAmerica.  Accordingly, suchinformationshouldbereadinconjunctionwiththe
government'sfinancialstatementsfortheyearendedDecember31, 2011, fromwhichthepartial
informationwasderived. 
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NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2012

NOTE2.STEWARDSHIP, COMPLIANCEANDACCOUNTABILITY

A.BUDGETARYINFORMATION

TheCityCounciladoptsanannualbudget.  Theamountsshowninthefinancialstatementsas "budget"  
representtooriginalbudgetedamounts andalltherevisionsmadeduringtheyear.  TheCityfollows
theseproceduresinestablishingthebudgetarydatareflectedinthefinancialstatements: 

1. PriortoSeptember1, theCityClerksubmitstotheCityCouncilaproposedoperatingbudgetforthe
fiscalyearcommencingthefollowingJanuary1.  Theoperatingbudgetincludesproposed
expendituresandthemeansoffinancingthem. 

2.Publichearingsareconductedtoobtaintaxpayercomments. 

3. Thebudgetislegallyenactedthroughpassageofaresolutionafterobtainingtaxpayercomments.   
ThebudgetresolutionadoptedbytheCityCouncilsetsforththebudgetsatthefunctionlevelforthe
GeneralandSpecialRevenueFunds. 

4. TheCityClerkisauthorizedtotransferbudgetedamountsbetweendepartmentswithinanyfund;  
however, anyrevisionsthatalterthetotalexpendituresofanyfundmustbeapprovedbytheCity
Council. 

5. Formalbudgetaryintegrationisemployedasamanagementcontroldeviceduringtheyearforthe
GeneralandSpecialRevenueFunds.  FormalbudgetaryintegrationisnotemployedfortheDebt
ServiceFundbecauseeffectivebudgetarycontrolisalternativelyachievedthroughgeneralobligation
bondindentureprovisions. 

6. Budgetsareadoptedonabasisconsistentwithgenerallyacceptedaccountingprinciples.  Budgeted
amountsareasoriginallyadopted, orasamendedbytheCityCouncil.  Appropriationsforannually
budgetedfundslapseatyear-end. 

EncumbranceaccountingisnotusedfortheGeneralorSpecialRevenueFunds. 

NOTE3.DEPOSITS

InaccordancewithapplicableMinnesotaStatutes, theCitymaintainsdepositsatdepositorybanksauthorized
bytheCityCouncil. 

CustodialCreditRisk - Deposits:  AsofDecember31, 2012, theCity'sbankbalanceswereexposedto
custodialcreditriskbecausetheywerenotfullyinsuredthroughtheFDICaswellasnotfullycollateralized
withsecuritiesheldbythepledgingfinancialinstitution'strustdepartmentoragentandintheCity'sname. 

AsofDecember31, 2012, $2,156oftheCity'sbankbalanceof $654,988wasexposedtocustodialcreditrisk
asfollows: 

UninsuredandUncollateralized$          2,156
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DEPOSITS (Cont'd) NOTE3. 

CashasofDecember31, 2012, isasfollows: 

Book
Balance

PooledCashinCheckingAccount$         94,256
PooledCashinSavingsAccount155,189
Non-NegotiableCertificatesofDeposit211,912
SpecialPurposeBankAccounts

Fire-Checking 12,322
Fire-MoneyMarketSavings 81,923
LibraryDonation-Checking 322
PublicWorksReserveNon-NegotiableCertificateofDeposit 99,064

PettyCash 63

TotalCash$      655,051

NOTE4.RECEIVABLES

ReceivablesasofDecember31, 2012, areasfollows: 

Amountsnot
Scheduled

forCollection
Duringthe

TotalSubsequent
ReceivablesYear

GovernmentalActivities
Accounts$            7,565$                     
Loans 6,451
DelinquentTaxes 11,844
SpecialAssessments 23,531 19,286

TotalGovernmentalActivities$          49,391$         19,286

Business-TypeActivities
Accounts$          44,982$                  0
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NOTE5.CAPITALASSETS

CapitalassetactivityfortheyearendedDecember31, 2012, wasasfollows: 

BeginningEnding
GovernmentalActivitiesBalanceIncreaseDecreaseBalance
CapitalAssets, NotBeingDepreciated

Land$          25,767$                    $                    $         25,767
ConstructioninProgress 226,149 13,892        (240,041)  

TotalCapitalAssets, 
NotBeingDepreciated 251,916 13,892        (240,041) 25,767

CapitalAssets, BeingDepreciated
Buildings 69,625 3,885 73,510
ImprovementsOtherthanBuildings 159,996            (5,712) 1,252,438
MachineryandEquipment 125,969 19,406          (16,853) 128,522

TotalCapitalAssets
BeingDepreciated 183,287          (22,565) 1,454,470

LessAccumulatedDepreciationfor
Buildings 47,259 3,323 50,582
ImprovementsOtherthanBuildings 804,411 34,122            (5,712) 832,821
MachineryandEquipment 100,255 9,314          (16,853) 92,716

TotalAccumulated
Depreciation 951,925 46,759          (22,565) 976,119

TotalCapitalAssets, Being
Depreciated, Net 341,823 136,528 0478,351

GovernmentalActivities
NetCapitalAssets$        367,590$       136,528$                  0$      504,118
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CAPITALASSETS (Cont'd) NOTE5. 

BeginningEnding
Business-TypeActivitiesBalanceIncreaseDecreaseBalance
CapitalAssets, NotBeingDepreciated

ConstructioninProgress$          33,507$       146,749$      (102,851)$         77,405

CapitalAssets, BeingDepreciated
Buildings 1,397,577
ImprovementsOtherthanBuildings 80,044 1,889,547
MachineryandEquipment 674,636 108,809            (5,500) 777,945

TotalCapitalAssets, 
BeingDepreciated 188,853            (5,500) 4,065,069

LessAccumulatedDepreciationfor
Buildings 459,476 39,805499,281
ImprovementsOtherthanBuildings 454,222 51,347505,569
MachineryandEquipment 353,029 45,340            (5,500) 392,869

TotalAccumulated
Depreciation 136,492            (5,500) 1,397,719

TotalCapitalAssets, Being
Depreciated, Net 52,361 0 2,667,350

Business-TypeActivities
NetCapitalAssets$    199,110$      (102,851)$    2,744,755

Depreciationexpensewaschargedtofunctions/programsasfollows: 

GovernmentalActivities
GeneralGovernment$              511
PublicSafety 7,969
PublicWorks 37,530
CultureandRecreation 749

TotalDepreciationExpense - GovernmentalActivities$         46,759

Business-TypeActivities
Fire$         45,840
Sewer 11,001
Water 79,651

TotalDepreciationExpense - Business-TypeActivities$       136,492
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NOTE6.INTERFUNDTRANSFERS

ThecompositionofinterfundtransfersfortheyearendedDecember31, 2012, isasfollows: 

TransferIn
2011Street

2011AG.O. andUtility
ImprovementImprovementsTotal

TransferOut
General$         24,361$         40,703

Thepurposeoftheabovetransferswastoeliminatedeficitsintheprojectfundandtocovercostsofdebt
servicepayments. 

NOTE7.LONG-TERMDEBT

A.GENERALOBLIGATIONBONDS

TheCityissuesGeneralObligation (G.O.) Bondstoprovidefinancingforstreetimprovementsandfacility
construction.  Debtserviceiscoveredrespectivelybyspecialassessmentsandpropertytaxesagainst
benefitedpropertieswithanyshortfallsbeingpaidfromgeneraltaxes. 

G.O. BondsaredirectobligationsandpledgethefullfaithandcreditoftheCity.  G.O. Bondsgenerallyare
issuedas15yearSerialBondswithequaldebtservicepaymentseachyear. 

B.COMPONENTSOFLONG-TERMDEBT

Final
InterestMaturityBalance
RatesDateOutstanding

GovernmentalActivities
G.O. ImprovementNote, Series2011A2.70% 12/01/2018$      178,000
CompensatedAbsences2,075

TotalGovernmentalActivities$      180,075

Business-TypeActivities
G.O. RevenueNote - WaterTreatmentPlant1.720% 08/20/2024$      607,706
G.O. RevenueNote - WaterTower1.092% 08/20/2027413,000
G.O. RevenueNote - Looping1.00% 08/20/2029212,541

TotalBusiness-TypeActivities$    1,233,247

Debtservicefundsareusedtoliquidatethegovernmentalactivitiesoutstandingnotepayable.  The
GeneralFundhashistoricallybeenusedtoliquidatetheoutstandinggovernmentalactivitiescompensated
absences. 
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C.MINIMUMDEBTPAYMENTS

Annualdebtservicerequirementstomaturityforallnotesoutstandingareasfollows: 

GovernmentalActivities
YearEndingG.O. ImprovementNote
December31PrincipalInterestTotal

2013$         4,617$         32,617
2014 3,861 31,861
2015 3,105 32,105
2016 2,309 32,309
2017 1,498 32,498
2018 32,648

16,038$       194,038

Business-TypeActivities
YearEndingG.O. RevenueNotes
December31PrincipalInterestTotal

2013$         17,088$       100,629
2014 15,898 100,898
2015 14,686 100,686
2016 13,456 99,456
2017 12,227 100,227

2018-2022 41,893 500,893
2023-2027 10,889 330,595
2028-2029 26,390

1,233,247$        126,527$    1,359,774

DCHANGESINLONG-TERMLIABILITIES

BeginningEndingDueWithin
BalanceAdditionsReductionsBalanceOneYear

GovernmentalActivities
G.O. Improvement
Note$       203, 800 $                     $       ( 800) $       178,000$         28,000

Compensated
Absences 2,962            (4,578)             2,075

TotalGovernmental
Activities$       2,962$        (30,378)$       180,075$         28,000

Business-TypeActivities
G.O. RevenueNotes$     1,314,247$                  81,000)$    1,233,247$         83,541
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NOTE8.RISKMANAGEMENT

TheCitypurchasescommercialinsurancecoveragethroughtheLeagueofMinnesotaCitiesInsuranceTrust
LMCIT), whichisapublicentityriskpoolcurrentlyoperatingasacommonriskmanagementandinsurance

program, withothercitiesinthestate.  TheCitypaysanannualpremiumtotheLMCITforitsinsurance
coverage.  TheLMCITisself-sustainingthroughcommercialcompaniesforexcessclaims.  TheCityis
coveredthroughthepoolforanyclaimsincurredbutunreported, butretainsriskforthedeductibleportionof
itsinsurancepolicies.  Theamountofthesedeductiblesisconsideredimmaterialtothefinancialstatements. 

Therewerenosignificantreductionsininsurancefromthepreviousyearorsettlementsinexcessof
insurancecoverageforanyofthepastthreefiscalyears. 

TheCity'sworkers' compensationinsurancepolicyisretrospectivelyrated.  Withthistypeofpolicy, final
premiumsaredeterminedafterlossexperienceisknown.  Theamountofpremiumadjustmentfor2012is
estimatedtobeimmaterialbasedonworkers' compensationratesandsalariesfortheyear. 

AtDecember31, 2012, therearenootherclaimsliabilitiesreportedinthefundsbasedontherequirements
ofaccountingstandards, whichrequiresthataliabilityforclaimsbereportedifinformationpriortothe
issuanceofthefinancialstatementsindicatesitisprobablethataliabilityhasbeenincurredatthedateofthe
financialstatementsandtheamountofthelosscanbereasonablyestimated. 

NOTE9.DEFINEDBENEFITPENSIONPLANS - STATEWIDE

A.PLANDESCRIPTION

Allfull-timeandcertainpart-timeemployeesoftheCityofCosmosarecoveredbydefinedbenefitplans
administeredbythePublicEmployeesRetirementAssociationofMinnesota (PERA).  PERAadministers
theGeneralEmployeesRetirementFund (GERF) andthePublicEmployeesPoliceandFireFund
PEPFF), whicharecost-sharing, multiple-employerretirementplans.  Theseplansareestablishedand

administeredinaccordancewithMinnesotaStatutes, Chapters353and356. 

GERFmembersbelongtoeithertheCoordinatedPlanortheBasicPlan.  CoordinatedPlanmembersare
coveredbySocialSecurityandBasicPlanmembersarenot.  Allnewmembersmustparticipateinthe
CoordinatedPlan.  Allpoliceofficers, fire-fightersandpeaceofficerswhoqualifyformembershipby
statutearecoveredbyPEPFF. 

PERAprovidesretirementbenefitsaswellasdisabilitybenefitstomembers, andbenefitstosurvivors
upondeathofeligiblemembers.  Benefitsareestablishedbystatestatute, andvestafterthreeyearsof
creditedservice.  Thedefinedretirementbenefitsarebasedonamember'shighestaveragesalaryfor
anyfivesuccessiveyearsofallowableservice, age, andyearsofcreditatterminationofservice. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE (Cont'd) NOTE9. 

PLANDESCRIPTION (Cont'd) A. 

TwomethodsareusedtocomputebenefitsforPERA'sCoordinatedandBasicPlanmembers.  The
retiringmemberreceivesthehigherofastep-ratebenefitaccrualformula (Method1) oralevelaccrual
formula (Method2).  UnderMethod1, theannuityaccrualrateforaBasicPlanmemberis2.2percentof
averagesalaryforeachofthefirst10yearsofserviceand2.7percentforeachremainingyear.  The
annuityaccrualrateforaCoordinatedPlanmemberis1.2percentofaveragesalaryforeachofthefirst
10yearsand1.7percentforeachremainingyear.  UnderMethod2, theannuityaccrualrateis2.7
percentofaveragesalaryforBasicPlanmembersand1.7percentforCoordinatedPlanmembersfor
eachyearofservice.  ForPEPFFmembers, theannuityaccrualrateis3.0percentforeachyearof
service.  ForallPEPFFmembersandGERFmembershiredpriortoJuly1, 1989whoseannuityis
calculatedusingMethod1, afullannuityisavailablewhenageplusyearsofserviceequal90. 

Normalretirementageis55forPEPFFmembersand65forBasicandCoordinatedmembershiredprior
toJuly1, 1989.  NormalretirementageistheageforunreducedSocialSecuritybenefitscappedat66for
CoordinatedmembershiredonorafterJuly1, 1989.  Areducedretirementannuityisalsoavailableto
eligiblemembersseekingearlyretirement. 

Therearedifferenttypesofannuitiesavailabletomembersuponretirement.  Asingle-lifeannuityisa
lifetimeannuitythatceasesuponthedeathoftheretiree--nosurvivorannuityispayable.  Therearealso
varioustypesofjointandsurvivorannuityoptionsavailablewhichwillbepayableoverjointlives. 

Membersmayalsoleavetheircontributionsinthefunduponterminationofpublicserviceinorderto
qualifyforadeferredannuityatretirementage.  Refundsofcontributionsareavailableatanytimeto
memberswholeavepublicservice, butbeforeretirementbenefitsbegin. 

Thebenefitprovisionsstatedinthepreviousparagraphsofthissectionarecurrentprovisionsandapply
toactiveplanparticipants.  Vested, terminatedemployeeswhoareentitledtobenefitsbutarenot
receivingthemyetareboundbytheprovisionsineffectatthetimetheylastterminatedtheirpublic
service. 

PERAissuesapubliclyavailablefinancialreportthatincludesfinancialstatementsandrequired
supplementaryinformationforGERFandPEPFF.  ThatreportmaybeobtainedontheInternetat
www.mnpera.org, bywritingtoPERAat60EmpireDrive #200, St. Paul, Minnesota, 55103-2088orby
calling (651) 296-7460or1-800-652-9026. 

B.FUNDINGPOLICY

MinnesotaStatutesChapter353setstheratesforemployerandemployeecontributions.  Thesestatutes
areestablishedandamendedbythestatelegislature.  TheCitymakesannualcontributionstothe
pensionplansequaltotheamountrequiredbystatestatutes.  GERFBasicPlanmembersand
CoordinatedPlanmemberswererequiredtocontribute9.1% and6.25%, respectively, oftheirannual
coveredsalaryin2012.  PEPFFmemberswererequiredtocontribute9.6% oftheirannualcoveredsalary
in2012. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE (Cont'd) NOTE9. 

FUNDINGPOLICY (Cont'd) B. 

In2012, theCitywasrequiredtocontributethefollowingpercentagesofannualcoveredpayroll: 11.78%  
forBasicPlanmembers, 7.25% forCoordinatedPlanmembers, and14.4% forPEPFFmembers.  The
City'scontributionstothePublicEmployeesRetirementFundfortheyearsendingDecember31, 2012,  
2011, and2010, were $6,745, $6,132, and $5,051, respectively.  TheCity'scontributionstothePublic
EmployeesPolice & FireFundfortheyearsendingDecember31, 2012, 2011, and2010, were $7,498,  
7,031, and $7,131, respectively.  TheCity'scontributionswereequaltothecontractuallyrequired

contributionsforeachyearassetbystatestatute. 

NOTE10.CONTINGENCIES

A.FEDERALGRANTS

TheCityreceivesstateandfederalaidsthroughparticipationinvariousstateandfederalcategoricalaid
programs.  TheseprogramsaresubjecttoauditsbytheState.  Theauditsfortheseprogramsfortheyear
endingDecember31, 2012, havenotbeenconducted.  Accordingly, theCity'scompliancewithapplicable
grantrequirementswillbeestablishedatsomefuturedate.  Theamount, ifany, ofexpenditureswhich
maybedisallowedbythegrantingagenciescannotbedeterminedatthistimealthoughtheCityexpects
suchamounts, ifany, tobeimmaterial. 

B.LITIGATION

TheCityisnotpartytoanylegalproceedingsasofyearend. 

NOTE11.RECLASSIFICATIONS

Certainimmaterialprioryearamountshavebeenreclassifiedtoconformtothecurrentyear'spresentation.   
Therewasnoeffectontotalnetpositionorfundbalance. 
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CITYOFCOSMOS, MINNESOTA

BALANCESHEET
GENERALFUND

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

20122011
ASSETS
Cash$           155,856$           130,108
Receivables

Accounts 3,032 5,697
Interest 1,000
DelinquentTaxes 11,844 8,915
SpecialAssessments 388 2,071

DuefromOtherGovernmentalUnits 25,741 31,636

TotalAssets$           196,861$           179,427

LIABILITIESANDFUNDBALANCE
Liabilities

AccountsPayable$               4,757$              3,576
SalariesPayable 470 2,261
DuetoOtherGovernmentalUnits 1,439 1,656
DeferredRevenue

Licenses 1,450 1,450
DelinquentTaxes 11,844 8,915
SpecialAssessments 388 2,071

TotalLiabilities 20,348 19,929

FundBalance
Unassigned 176,513 159,498

TotalLiabilitiesandFundBalance$           196,861$           179,427
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES
PropertyTaxes$       246,966$       248,851$           1,885$      207,226

SpecialAssessments 1,784 1,7842,314

LicensesandPermits 4,000 4,226 2268,716

Intergovernmental
LocalGovernmentAid 128,232 128,232 128,232
MarketValueCreditAid 119 119 19,605
PoliceStateAid 6,473 6,4737,031
FEMAGrant 20,994 20,994 22,946
OtherStateAid 12,132 12,1322,065

TotalIntergovernmental 128,351 167,950 39,599179,879

ChargesforServices 7,000 9,369 2,369 10,734

FinesandForfeits 500 307               (193) 480

InterestIncome 2,500 1,106            (1,394) 1,865

RefundsandReimbursements 1,000 311               (689) 38,515

Donations 1,500 1,500 325

Miscellaneous
FinanceCharges 3,000 5,688 2,6885,469
Other 1,000 170               (830) 4,312

TotalMiscellaneous 4,000 5,858 1,8589,781
TotalRevenues 394,317 441,262 46,945459,835
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STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES
Current

GeneralGovernment
MayorandCouncil

SalariesandBenefits$           6,300$           5,571$             (729)$          5,409
LegalService 3,000 8,118 5,1182,024
Building/HealthInspector 3,600 3,200               (400) 7,191
ConsultingFees 2,100 6,690 4,5902,080
Insurance 2,000 1,907                 (93) 2,499
AdvertisingandPrinting 2,000 1,824               (176) 1,132
Miscellaneous 3,000 4,936 1,9363,752

TotalMayorandCouncil 22,000 32,246 10,246 24,087

Elections 1,409 1,409

CityHall
Utilities 1,500 1,333               (167) 1,360
Telephone 2,000 2,387 3872,324
Repairs 300 140               (160) 205
Supplies 3,400 3,488 882,834
Rentals 130 30               (100) 

TotalCityHall 7,330 7,378 486,723

ClerkandSecretary
Salaries 35,000 35,589 589 33,886
Benefits 5,100 5,382 2825,025
Insurance 11,200 11,141                 (59) 11,164
AuditingandAccounting 14,500 14,450                 (50) 14,050
Miscellaneous 1,400 961               (439) 2,508

TotalClerkandSecretary 67,200 67,523 323 66,633

Assessor 3,000 2,757               (243) 2,828
TotalGeneralGovernment 99,530 111,313 11,783100,271
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
Current (Cont'd) 

PublicSafety
PoliceProtection

Salaries$         61,000$         52,239$          (8,761)$         54,637
Benefits 8,800 8,275               (525) 8,464
Telephone 1,900 2,239 3391,630
Insurance 15,000 13,389            (1,611) 14,158
Repairs 1,500 245            (1,255) 420
Supplies 2,500 1,518               (982) 1,562
GasandOil 6,000 5,778               (222) 5,101
Miscellaneous 3,800 3,650               (150) 3,103

TotalPoliceProtection 100,500 87,333          (13,167) 89,075

FireProtection 25,288 25,288 25,288
TotalPublicSafety 125,788 112,621          (13,167) 114,363

PublicWorks
Salaries 15,000 16,521 1,521 14,929
Benefits 1,950 2,726 7762,222
Utilities 2,000 786            (1,214) 1,050
Telephone 800 803 3 661
StreetLighting 13,000 13,330 330 13,940
Repairs 24,483 48,000 23,517160,610
Supplies 10,000 6,729            (3,271) 5,622
GasandOil 2,700 2,604                 (96) 2,820
SnowRemoval 12,000 4,319            (7,681) 6,508
Insurance 4,100 3,654               (446) 4,060
Miscellaneous 200 319 119 348

TotalPublicWorks 86,233 99,791 13,558212,770
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
Current (Cont'd) 

CultureandRecreation
Library

Salaries$                    $                    $                    $              198
Utilities 190
Telephone 500 154               (346) 307
Electricity 163
Insurance 707
Repairs 50
Supplies 675 675 670
ProfessionalFees 25,997
Miscellaneous 120 120 667

TotalLibrary 500 949 449 28,949

Parks
Salaries 12,000 16,289 4,289 13,720
Benefits 1,500 1,744 2441,579
Electricity 1,500 898               (602) 1,334
Insurance 2,200 2,057               (143) 2,224
Repairs 1,500 3,036 1,5361,403
Supplies 8,000 8,960 9608,158
Miscellaneous 2,250 2,279 294,756

TotalParks 28,950 35,263 6,313 33,174

CommunityCenter
Fuel 353
Electricity 412
Supplies 111 111 245
ProfessionalFees 14,800

TotalCommunityCenter 0 111 111 15,810
TotalCultureandRecreation 29,450 36,323 6,873 77,933
TotalCurrent 341,001 360,048 19,047505,337
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
CapitalOutlay

GeneralGovernment$           3,100$           2,170$             (930)$                     
PublicSafety 10,000 4,317            (5,683) 11,309
PublicWorks 27,716 7,569          (20,147) 33,844
CultureandRecreation 12,500 9,440            (3,060) 

TotalCapitalOutlay 53,316 23,496          (29,820) 45,153
TotalExpenditures 394,317 383,544          (10,773) 550,490
Excess (Deficiency) ofRevenues

Over (Under) Expenditures 0 57,718 57,718 ( 90,655) 

OTHERFINANCINGSOURCES (USES) 
TransfersOut          ( 40,703)          (40,703) 

0 17,015$         17,015 ( 90,655) NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR 159,498250,153

FUNDBALANCE, ENDOFYEAR$       176,513$      159,498
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

TRASHCOLLECTIONSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES
ChargesforServices$         39,000$         39,520$              520$         39,172
InterestIncome 228 228 241

TotalRevenues 39,000 39,748 748 39,413

EXPENDITURES
Current

Sanitation
Insurance 500 392               (108) 473
CollectionContract 38,500 36,821            (1,679) 36,229

TotalExpenditures 39,000 37,213            (1,787) 36,702

0 2,535$           2,5352,711NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR 21,908 19,197

24,443$         21,908FUNDBALANCE, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

REDEVELOPMENTREVOLVINGLOANSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2012

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

2012 2011
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES
CDBGLoanRepayments$                    $                    $                    $                    

EXPENDITURES

0 0$                  0 0NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR 6,391 6,391

6,391$           6,391FUNDBALANCE, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
FIREENTERPRISEFUND

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

20122011

ASSETS
CurrentAssets
Cash$            992 $          121, 136
AccountsReceivable 407 7,210

TotalCurrentAssets 103, 399 128, 346

NoncurrentAssets
CapitalAssets
AssetsNotBeingDepreciated33,507
OtherCapitalAssets, NetofDepreciation 401,424 340,276

TotalNoncurrentAssets 401,424 373,783

504,823$           502,129TotalAssets

LIABILITIESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$                  989$                 505
DuetoOtherGovernmentalUnits6,625

TotalCurrentLiabilities 989 7,130

NetPosition
NetInvestmentinCapitalAssets 401,424 373,783
Unrestricted 102,410 121,216

TotalNetPosition 503,834 494,999

504,823$           502,129TotalLiabilitiesandNetPosition
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
FIREENTERPRISEFUND

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011

OPERATINGREVENUES
FireContracts/Calls$            960 $            52,648
AmbulanceCharges 472 34,704

TotalOperatingRevenues 104, 432 87,352

OPERATINGEXPENSES
Fire

SalariesandBenefits 498 6,110
Insurance 456 4,441
Supplies 936 6,081
MaintenanceandRepair 466 4,949
Gas, OilandFuel 043 3,615
EducationandConferences 938 590
Electricity 994 2,434
Firemen'sRelief 619 7,981
Telephone 632 1,378
Miscellaneous 99
Depreciation 840 40,472

TotalFire 521 78,051

Ambulance
SalariesandBenefits 727 5,952
Insurance 656 828
Supplies 422 4,294
Gas, OilandFuel 182 1,040
EducationandConferences 106 1,831
Miscellaneous 948 2,618

TotalAmbulance 041 16,563
TotalOperatingExpenses 118, 562 94,614
OperatingIncome (Loss)             ( 14,130)               (7,262) 

NONOPERATINGREVENUES (EXPENSES) 
Intergovernmental 15,419 31,775
InterestIncome 429 947
GainonAssetDisposal 6,377
OtherIncome 740

TotalNonoperatingRevenues (Expenses)               22,965 35,222
ChangeinNetPosition 8,835 27,960

NETPOSITION, BEGINNINGOFYEAR 494,999 467,039

503,834$           494,999NETPOSITION, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
SEWERENTERPRISEFUND

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

20122011

ASSETS
CurrentAssets
Cash$          270, 706 $          254, 154
AccountsReceivable 838 4,824

TotalCurrentAssets 276, 544 258, 978

NoncurrentAssets
CapitalAssets

OtherCapitalAssets, NetofDepreciation 201,841 182,955

478,385$           441,933TotalAssets

LIABILITIESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$               4,038$              
SalariesPayable 40 156
CustomerDeposits 2,175

TotalLiabilities 6,253

NetPosition
NetInvestmentinCapitalAssets 201,841 182,955
Unrestricted 270,291 254,226

TotalNetPosition 472,132 437,181

478,385$           441,933TotalLiabilitiesandNetPosition
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
SEWERENTERPRISEFUND

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011

OPERATINGREVENUES
SewerCharges$            59, 398 $            693

OPERATINGEXPENSES
SalariesandBenefits 12, 943 334
Insurance 1,405 1,527
Supplies 23, 075 105
MaintenanceandRepair 2,517 3,191
Testing 1,843 4,207
Electricity 1,342 1,985
Miscellaneous 988 418
Depreciation 11, 001 850

TotalOperatingExpenses 55, 114 617
OperatingIncome (Loss)                 4,284             (12,924) 

NONOPERATINGREVENUES (EXPENSES) 
InterestIncome 2,600 3,081

Income (Loss) BeforeContributions 6,884              (9,843) 

CAPITALCONTRIBUTIONS 28,067
ChangeinNetPosition 34,951              (9,843) 

NETPOSITION, BEGINNINGOFYEAR 437,181 447,024

472,132$           437,181NETPOSITION, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
WATERENTERPRISEFUND

DECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2011

20122011

ASSETS
CurrentAssets
Cash$              338 $            85,747
AccountsReceivable 737 27,330
DuefromOtherGovernmentalUnits154

TotalCurrentAssets 075 113, 231

NoncurrentAssets
CapitalAssets

AssetsNotBeingDepreciated 405
OtherCapitalAssets, NetofDepreciation 064, 085 091, 758

TotalNoncurrentAssets 141, 490 091, 758

2,174,565$        2,204,989TotalAssets

LIABILITIESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$             11,554$              
SalariesPayable 61 234
AccruedInterestPayable 5,696
CustomerDeposits 3,874
CurrentPortionofNotePayable 83,541 81,000

TotalCurrentLiabilities 104,726 93,121

NoncurrentLiabilities
NotePayable, NetofCurrentPortion 1,149,706 1,233,247

TotalLiabilities 1,254,432 1,326,368

NetPosition
NetInvestmentinCapitalAssets 908,243 777,511
Unrestricted 11,890 101,110

TotalNetPosition 920,133 878,621

2,174,565$        2,204,989TotalLiabilitiesandNetPosition

53



CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
WATERENTERPRISEFUND

YEARENDEDDECEMBER31, 2012
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2011

20122011

OPERATINGREVENUES
WaterCharges$          146, 701 $          136, 319

OPERATINGEXPENSES
SalariesandBenefits 274 17,419
Insurance 835 3,121
Supplies 201 5,306
MaintenanceandRepair 577 26,532
Electricity 355 9,114
Telephone 652 580
Miscellaneous 090 3,638
Depreciation 651 61,272

TotalOperatingExpenses 142, 635 126, 982
OperatingIncome (Loss)                 4,066

NONOPERATINGREVENUES (EXPENSES) 
InterestIncome 526
OtherIncome 2,780
InterestExpense             ( 17,838)             (19,441) 

TotalNonoperatingRevenues (Expenses)             ( 14,532)             (18,128) 
Income (Loss) BeforeContributions             ( 10,466)               (8,791) 

CAPITALCONTRIBUTIONS 51,978
ChangeinNetPosition 41,512               (8,791) 

NETPOSITION, BEGINNINGOFYEAR 878,621 887,412

920,133$           878,621NETPOSITION, ENDOFYEAR
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INDEPENDENTAUDITOR'SREPORTONMINNESOTALEGALCOMPLIANCE

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

Wehaveaudited, inaccordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica, andthe
standardsapplicablefinancialauditscontainedinGovernmentAuditingStandards, issuedbytheComptrollerGeneralof
theUnitedStatesthefinancialstatementsofthegovernmentalactivities, business-typeactivities, andeachmajorfundof
theCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2012, andtherelatednotestothefinancial
statements, andhaveissuedourreportthereondatedJuly11, 2013. 

TheMinnesotaLegalComplianceAuditGuideforPoliticalSubdivisions, promulgatedbytheStateAuditorpursuantto
Minn. Stat. § 6.65, containssevencategoriesofcompliancetobetested: contractingandbidding, depositsand
investments, conflictsofinterest, publicindebtedness, claimsanddisbursements, miscellaneousprovisions, andtax
incrementfinancing.  Ourauditconsideredallofthelistedcategories, exceptthatwedidnottestforcompliancewiththe
provisionsfortaxincrementfinancingbecausetheCitydoesnothaveanytaxincrementfinancing. 

Inconnectionwithouraudit, nothingcametoourattentionthatcausedustobelievethattheCityfailedtocomplywiththe
provisionsoftheMinnesotaLegalComplianceAuditGuideforPoliticalSubdivisions.  However, ourauditwasnot
directedprimarilytowardobtainingknowledgeofsuchnoncompliance.  Accordingly, hadweperformedadditional
procedures, othermattersmayhavecometoourattentionregardingtheCity'snoncompliancewiththeabovereferenced
provisions. 

Thepurposeofthisreportissolelytodescribethescopeofourtestingofcomplianceandtheresultsofthattesting, and
nottoprovideanopiniononcompliance.  Accordingly, thiscommunicationisnotsuitableforanyotherpurpose. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

July11, 2013
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INDEPENDENTAUDITOR'SREPORTONINTERNALCONTROLOVERFINANCIAL
REPORTINGANDONCOMPLIANCEANDOTHERMATTERSBASEDONAN

AUDITOFFINANCIALSTATEMENTSPERFORMEDINACCORDANCE
WITHGOVERNMENTAUDITINGSTANDARDS

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

WehaveauditedinaccordancewiththeauditingstandardsgenerallyacceptedintheUnitedStatesofAmericaandthe
standardsapplicabletothefinancialauditscontainedinGovernmentAuditingStandardsissuedbytheComptroller
GeneraloftheUnitedStates, thefinancialstatementsofthegovernmentalactivities, thebusiness-typeactivities, and
eachmajorfundoftheCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2012, andtherelated
notestothefinancialstatements, whichcollectivelycomprisetheCity'sbasicfinancialstatements, andhaveissuedour
reportthereondatedJuly11, 2013. 

InternalControlOverFinancialReporting

Inplanningandperformingourauditofthefinancialstatements, weconsideredtheCity'sinternalcontroloverfinancial
reporting (internalcontrol) todeterminetheauditproceduresthatareappropriateinthecircumstancesforthepurposeof
expressingouropinionsonthefinancialstatements, butnotforthepurposeofexpressinganopinionontheeffectiveness
oftheCity'sinternalcontrol.  Accordingly, wedonotexpressanopinionontheeffectivenessoftheCity'sinternalcontrol. 

Ourconsiderationofinternalcontrolwasforthelimitedpurposedescribedintheprecedingparagraphandwasnot
designedtoidentifyalldeficienciesininternalcontrolthatmightbematerialweaknessesorsignificantdeficienciesand
therefore, materialweaknessesorsignificantdeficienciesmayexistthatwerenotidentified.  However, asdescribedin
theaccompanyingScheduleofFindings, weidentifiedcertaindeficienciesininternalcontrolthatweconsidertobe
materialweaknesses. 

Adeficiencyininternalcontrolexistswhenthedesignoroperationofacontroldoesnotallowmanagementor
employees, inthenormalcourseofperformingtheirassignedfunctions, toprevent, ordetectandcorrect, misstatements
onatimelybasis.  Amaterialweaknessisadeficiency, oracombinationofdeficiencies, ininternalcontrolsuchthatthere
isareasonablepossibilitythatamaterialmisstatementoftheentity'sfinancialstatementswillnotbeprevented, or
detectedandcorrectedonatimelybasis.  WeconsiderthedeficienciesdescribedintheaccompanyingScheduleof
Findingsasitems2007-01and2007-02tobematerialweaknesses. 
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ComplianceandOtherMatters

AspartofobtainingreasonableassuranceaboutwhethertheCity'sfinancialstatementsarefreefrommaterial
misstatement, weperformedtestsofitscompliancewithcertainprovisionsoflaws, regulations, contracts, andgrant
agreements, noncompliancewithwhichcouldhaveadirectandmaterialeffectonthedeterminationoffinancial
statementamounts.  However, providinganopiniononcompliancewiththoseprovisionswasnotanobjectiveofour
audit, andaccordingly, wedonotexpresssuchanopinion.  Theresultsofourtestsdisclosednoinstancesof
noncomplianceorothermattersthatarerequiredtobereportedunderGovernmentAuditingStandards. 

City'sResponsetoFindings

TheCity'sresponsetothefindingsindentifiedinourauditaredescribedintheaccompanyingScheduleofFindings.  The
City'sresponsewasnotsubjectedtotheauditingproceduresappliedintheauditofthefinancialstatementsand,  
accordingly, weexpressnoopiniononit. 

PurposeofthisReport

Thepurposeofthisreportissolelytodescribethescopeofourtestingofinternalcontrolandcomplianceandtheresults
ofthattesting, andnottoprovideanopinionontheeffectivenessoftheCity'sinternalcontroloroncompliance.  This
reportisanintegralpartofanauditperformedinaccordancewithGovernmentAuditingStandardsinconsideringthe
City'sinternalcontrolandcompliance.  Accordingly, thiscommunicationisnotsuitableforanyotherpurpose. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

July11, 2013
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFFINDINGS
YEARENDEDDECEMBER31, 2012

I. FINDINGSRELATEDTOFINANCIALSTATEMENTSAUDITEDINACCORDANCEWITHGOVERNMENT
AUDITINGSTANDARDS

PREVIOUSLYREPORTEDITEMSNOTRESOLVED

FINDING2007-01AUDITORPREPAREDFINANCIALSTATEMENTS

Condition: TheCitydoesnothaveaninternalcontrolsystemdesignedtoprovideforthepreparationof
thefinancialstatementsandtherelatednotesbeingaudited.  However, basedonthe
degreeofcomplexityandlevelofdetailneededtopreparethefinancialstatementsin
accordancewithaccountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica
GAAP), theCityhasrequestedtheauditorstopreparethem. 

Criteria: Thepreparationofthefinancialstatementsandtherelatednotesaretheresponsibilityof
management.   

Effect: Thiscouldresultinamaterialmisstatementtothefinancialstatementsandrelatednotes
thatwouldnotbeprevented, ordetectedandcorrectedasaresultoftheCity'scurrent
internalcontrol. 

Cause: Therearealimitednumberofofficeemployeesandresourcesavailabletoallowforthe
adequatepreparationofthefinancialstatementsandtherelatednotesbytheCity. 

Recommendation: TheCityshouldcontinuetorequesttheassistancetodraftthefinancialstatementsand
relatednotesandthoroughlyreviewthesefinancialstatementsaftertheyhavebeen
preparedsotheCitycantakeresponsibilityforthem. 

MANAGEMENT'SRESPONSE

TheCityisawareofthis; however, duetosignificantcostandalimitednumberofemployees, itisintheCity'sbest
financialinteresttocontractforthepreparationofthefinancialstatements. 
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFFINDINGS
YEARENDEDDECEMBER31, 2012

I. FINDINGSRELATEDTOFINANCIALSTATEMENTSAUDITEDINACCORDANCEWITHGOVERNMENT
AUDITINGSTANDARDS (Cont'd) 

PREVIOUSLYREPORTEDITEMSNOTRESOLVED (Cont'd) 

FINDING2007-02LIMITEDSEGREGATIONOFDUTIES

Condition: Thereisanabsenceofappropriatesegregationofdutiesconsistentwithappropriatecontrol
objectivesduetoalimitednumberofemployees. 

Criteria: Thebasicpremiseisthatnoonepersonshouldhaveaccesstobothphysicalassetsand
therelatedaccountingrecordsortoallphasesofatransaction.  Thelackofsuchcontrols
couldresultintheoccurrenceofamaterialerrororfraudinrelationtothefinancial
statementsnotbeingdetectedbymanagement. 

Effect: ThelackofadequatesegregationofdutiescouldadverselyaffecttheCity'sabilitytoinitiate,  
record, processandreportfinancialdataconsistentwiththeassertionsofmanagementin
thefinancialstatements. 

Cause: TheCityhasassigneddutiestostaffbasedonacost-benefitrelationshiptotheCityandthe
practicalityofthelevelofstaffingtheCitymaintains. 

Recommendation: TheCityshouldcontinuetomonitorandevaluatethejobresponsibilitiesassignedtostaffto
determinewhetherthereisanunacceptablerisk. 

MANAGEMENT'SRESPONSE

TheCityisawareofthelimitedsegregationofdutiesandwillcontinuetoreviewinternalcontrolsandmakechanges
whentheycanbemade. 
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