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Financial Services

Dakota County
Administration Center
1590 Highway 55
Hastings, MN 55033

651.438.4585
Fax 651.438.4603
www.dakotacounty.us

W~

C O uUNTY

June 27, 2014

TO: The Citizens of Dakota County
The Board of County Commissioners

SUBJECT: 2013 COMPREHENSIVE ANNUAL FINANCIAL REPORT

The Comprehensive Annual Financial Report (CAFR) of Dakota County is submitted for the
fiscal year ended December 31, 2013. The County’s Financial Services Department prepared this
report in conformity with generally accepted accounting principles (GAAP). Responsibility for
both the accuracy and completeness of the presented data and the fairness of the presentation,
including all disclosures, rests with the County. To the best of our knowledge and belief, the
enclosed data is accurate in all material respects and sets forth the financial position and results of
operations and cash flows of the County, as measured by the financial activity of its various
funds, and all disclosures necessary to enable maximum understanding of the County's financial
affairs.

Independent Audit

Minnesota State Law requires an audit to be made of the books of account, financial record and
transactions of the County by the Office of the State Auditor. This requirement has been
complied with and the independent auditor’s report has been included in this report. The State
Auditor will issue a management and compliance letter covering the review, made as a part of
their audit of the County's system of internal control and compliance with applicable legal
provisions. The management and compliance letter will not modify or affect, in any way, this
report on the financial statements.

Single Audit

As a recipient of federal, state and local financial assistance, the County is responsible for
ensuring that adequate internal controls are in place to ensure compliance with applicable laws
and regulations related to those programs. These internal controls are subject to periodic
evaluation by management and the internal staff of the County.

Office of Management and Budget (OMB) Circular A-133 sets forth the audit requirements for
state and local governments receiving federal assistance. It provides for a single independent
audit of the financial operations, including compliance with certain provisions of federal laws and
regulations. The requirements have been established to ensure that audits are made on an
organizational wide basis rather than a grant-by-grant basis. The grants for which these
requirements applied are identified in the Schedule of Expenditures of Federal Awards.

As a part of the government's single audit, tests are made to determine the adequacy of the
internal controls, including that portion related to federal financial assistance programs, as well as
to determine that the County has complied with applicable laws and regulations.



Internal Controls

In developing and evaluating the County's accounting system, consideration is given to the adequacy of the County's
internal controls. Internal controls are designed to provide reasonable, but not absolute, assurance regarding: the
safeguarding of assets against loss from unauthorized use or disposition; and the reliability of financial records for
preparing financial statements and maintaining accountability for assets. The concept of reasonable assurance
recognizes that the cost of a control should not exceed the benefits likely to be derived and the evaluation of costs and
benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe the County's internal accounting
controls adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions.
The County's internal controls are supported by written policies and procedures and are continually reviewed,
evaluated, and modified to meet current needs.

Departmental cash related procedures are reviewed at least annually to determine if there are adequate controls in
place, such as separation of duties, appropriate documentation, proper authorizations, and required absences. The
Public Services and Revenue’s auditor has made a concerted effort to gather written procedures that include enough
detail to assess internal control strengths and weakness. Throughout the year, controls are monitored, reevaluated and
adjusted as necessary.

Generally accepted accounting principles (GAAP) require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement MD&A and should be read in conjunction
with it. Dakota County’s MD&A can be found immediately following the report of the independent auditors.

Profile of the Government

Dakota County was organized in 1849 as a county in the State of Minnesota. It has an area of 587 square miles,
including 13 townships and 21 full and fractional incorporated municipalities. The 2013 population was 408,509
making it the third most populous county in the State. It is one of seven counties comprising the Twin Cities
metropolitan area. The county seat, Hastings, is located on the Mississippi River 18 miles southeast of the state
capital, St. Paul.

Dakota County operates under an elected seven-member County Board, each member representing a district of the
County. The County Board is responsible, among other things, for passing ordinances, adopting the budget, and the
hiring of the County’s Administrator. The County Administrator is responsible for carrying out the policies and
ordinances of the County Board, for overseeing the day-to-day operations of the government, and for appointing the
heads of the various divisions and departments. The County Board is elected on a non-partisan basis. County Board
members serve four-year staggered terms.

The County provides a full range of services including public safety and law enforcement; probation services; tax
assessment and collection; vital statistics and public records; health and human services; highways, parks, public
works and planning; environmental management; and recreation and cultural services.

Various potential component units were evaluated to determine whether they should be reported in the County’s
financial report. A component unit was considered part of the County’s reporting entity when it was concluded that
the County was financially accountable for the entity or the nature and significance of the relationship between the
County and the entity was such that exclusion would cause the County’s financial statements to be misleading or
incomplete. Dakota County has one blended component unit, the Dakota County Regional Rail Authority (Authority).
The Authority was created pursuant to Minnesota Statutes. The Dakota County Board of Commissioners appoints the
Authority’s seven-member board. The Dakota County Community Development Agency (Agency) is a discretely
presented component unit. The Agency was established in 1971 pursuant to special Minnesota legislation. The
Dakota County Board of Commissioners also appoints its seven-member board. The Vermillion River Watershed



Joint Powers Organization (VRW) is also a discretely presented component unit. The VRW was established in 2002
for purposes set forth in Minn. Stat. §103B.201 within the geographic boundary of the Vermillion River watershed
located in Dakota County and Scott County. The Vermillion River Watershed Joint Powers Board consists of one
county commissioner from Scott County and two county commissioners from Dakota County.

Budgetary Controls

The annual budget serves as the foundation for the Dakota County Government financial planning and control. The
County budgets at a more detailed level than required by Minnesota law or for federal programs. Divisions and
departments develop their budget requests to cover their clients’ needs, keeping in mind general guidelines set by the
County Board of Commissioners. The divisions and departments submit their budget requests to the County
Administrator, who must balance the competing needs against available resources. The County Board makes final
adjustments to the budgets, which are then adopted and available for use on January 1 each year.

Division and department managers are held responsible for their budget performance. Authority for County staff to
spend and amend the budget is identified in the Budget Compliance Policy, adopted in 1996. Compliance with
budgets is essential for the County to maintain its sound financial condition. “Budget Accountability Points” are
identified in the policy to inform managers at what level budget comparisons will be reported. This allows managers
authority to “mix and match” spending below the “Budget Accountability Points” to help achieve their desired
outcomes. The Budget Compliance Policy provides managers the ability to respond efficiently and effectively to
changes while leaving the County Board to concentrate its efforts on significant budget issues.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the Dakota County Government operates.

Key population, labor force and employment trends:

o Dakota County’s population increased from 2000 to 2012 by 14%, adding more than 49,000 people. According
to Census estimates, 2008 was the first year since 1977 that Dakota County gained less than 1 percent in
population, with the trend continuing through 2012. Over the next 25 years, regional growth is projected to
continue at an average rate of slightly under 1% per year. The seven-county metropolitan region is anticipated to
increase by 29% (824,000 residents) between 2010 and 2040, to a total population of more than 3.7 million
residents. According to recent forecasts from the Metropolitan Council, Dakota County will attain a population
of close to 528,000 people by the year 2040. This growth represents a 32% increase in population between 2010
and 2040, and highlights the tremendous development pressure on relatively more outlying communities.

e According to the Minnesota Department of Employment and Economic Development (DEED) there were 9,515
private sector firms and 160,933 private sector employees in Dakota County . Largest employing industry sectors
in the county are Trade, Transportation and Ultilities (44,628), Education and Health Services (31,030),
Manufacturing (19,611), Professional and Business Services (19,047), and Leisure and Hospitality (17,821). The
trade and education/health service sectors account for approximately 42% of employment in Dakota County.

e Affordable rental housing is in greater demand due to record low vacancy rates, modest job growth and slow
income growth for renter households. In Dakota County the growing demand for affordable housing is especially
critical for individuals employed in the retail and hospitality service sector and for single head-of-household
families with children. Further, the demand for affordable housing is critical for senior citizens, the population of
which will increase substantially in Dakota County and metropolitan area in the next 20 years.

e Dakota County maintains the lowest property tax rate in the State of Minnesota. This means that for each unit of
value for a property, property owners in Dakota County pay the least amount. The price of government in Dakota
County (taxes versus personal income) has declined over the last ten years.



e Recent economic conditions have resulted in challenges for many residents of Dakota County. Since 2003, the
unemployment rate in Dakota County generally increased slowly until 2009 and 2010 peaking at 8%, when it
began to decline to the current rate of 4.7% (end of 1Q 2014). Typically, the County’s unemployment rate tracks
with general state and national trends but is consistently below the state and national numbers. In April 2014,
Dakota County’s unemployment rate was 4.7%, the State’s unemployment rate was 5.4% and the national
unemployment rate was 6.8%.

Unemployment Statistics
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The above chart shows unemployment rates from 2004 through 2013. Dakota County maintains a lower average
unemployment rate than Minnesota and the U.S.

Following is an analysis of wage and salary employment in Dakota County by industry:

Dakota County Distribution % Change 2012-2013
Avg. Number of Employees Dakota State of
2012 2013 County  Minnesota  County State

Total, All Industries 172,827 177,826 100.00% 100.00% 2.8% 2.2%
Agricultural, Forestry, Fishing 701 841 0.5% 0.8% 16.6% 7.7%
Mining 159 222 0.1% 0.3% 28.4% 4.6%
Construction 7,599 9,810 5.8% 4.7% 22.5% 16.5%
Manufacturing 18,743 19,611 11.5% 11.9% 4.4% 1.7%
Utilities 419 429 0.3% 0.6% 2.3% 3.3%
Wholesale Trade 9,192 9,221 5.4% 5.1% 0.3% 2.4%
Retail Trade 21,683 22,126 13.0% 11.1% 2.0% 2.1%
Information 8,604 8,522 5.0% 2.2% -1.0% 0.1%
Finance, Insurance & Real Estate 13,537 13,835 8.1% 7.0% 2.2% 2.8%
Services 42,775 40,504 23.8% 26.2% -5.6% -1.4%
Other 28,513 39,840 23.4% 30.6% 28.4% 3.7%
Total, All Industries -- Government 18,769 16,893 9.9% 13.0% -11.1% -8.5%
Total, All Industries -- Private 154,057 160,933 94.5% 90.8% 4.3% 3.8%

Source: www.deed.state.mn.us




The following shows the change in the value of construction permits in Dakota County over the last five years. The
construction permits have been separated into five categories.

Value of New Construction Permits Issued in the County (in thousands)

2009 2010 2011 2012 2013
Residential $230,307 $149,576 $146,271 $149,700 $202,165
Commercial 68,309 26,147 29,959 19,514 41,064
Industrial 12,220 2,023 8,009 3,165 12,546

Agricultural 1,814 1,476 2,038 2,846 2,392
Apartments 21,155 42,451 14,601 22,061 41,855

Total Value $333,805 $221,673 $200,878 $197,286 $300,022

Source: Dakota County Assessor’s Office

Major Initiatives by Dakota County

Dakota County government 2013 highlights:

Employee Relations implemented a self-funded medical plan for Dakota County. A vision plan — a first for
the County — was also implemented.

Employee Relations and Communications launched an outcome-based wellness incentive in which more than
800 employees opted to take part. By completing a health assessment through a program called
myHealthCheck, the employees became eligible for health coverage premium reductions in 2014.

An assessment was done by Employee Relations of the internal equity and market competitiveness of the
County’s compensation and job classification programs. Results were incorporated into the 2014 job
classification and merit compensation plans.

Information Technology had its first real disaster recovery exercise during which systems were taken down at
the Administration Center and Juvenile Detention Center and brought up at the Northern Service Center. The
exercise included more than 75 employees involved in testing and verifying systems.

GIS was integrated into the IT department.

The METRO Red Line bus rapid transit service was launched in Dakota County on June 22. The line features
station stops in Apple Valley and Eagan before it connects to the METRO Blue Line light rail service at the
Mall of America in Bloomington. Weekday ridership reached approximately 850 during the first quarter of
use.

Dakota County Parks reached 1,075,360 visitors in 2013, marking a 15.3-percent increase from 2010 and 36-
percent over the past six years. The Parks Department also secured $3.3 million of non-County funds to
advance system growth, including the construction of Whitetail Woods Regional Park.

Environmental Resources obtained $6.7 million in grant funds for land protection, which were used to protect
1,355 acres of farmland, 308 acres of natural area and shoreline, and 97 acres of parks and greenways.

The Transportation Department received the National Association of Counties 2013 Achievement Award,
Best in Category, for online highway permitting in cooperation with IT.

The Dakota County Fleet program earned a No. 3 ranking in the United States by the “100 Best Fleets”
organization, moving up from its 16™-place ranking in 2012.

Environmental Resources implemented organics diversion programs at 10 area schools and piloted an
organics collection project within the Physical Development Division.

Environmental Resources increased the number of items accepted at The Recycling Zone and achieved a 10-
percent increase in overall participation at the facility from the previous year.

In 2013, 10,550 children and 1,545 teens registered for summer reading programs at the Dakota County
Library. Other youth programs drew more than 14,500 people.



e  Adult Services received the AMC County Achievement Award for implementing the structured decision-
making tool in Adult Protection Services.

e Social Services received the 2013 Department of Human Services Commissioner Circle of Excellence Award
for its preferred integrated network.

e  Community Corrections did a study that found participants who completed Drug Court improved their
employment status, furthered their education and showed a decrease in service needs.

e Community Corrections reduced court activity by keeping 91 percent of One Day DW!I Program participants
from returning to court and saw a 78-percent success rate of offenders completing program requirements.

e Communications, Community Services and the County Attorney’s Office collaborated to launch the Sleep
On It campaign, which educated child care providers about unsafe sleeping practices for infants. The
campaign was adopted by more than 20 other counties and agencies in Minnesota. It also earned recognition
from the Minnesota DHS and the Governor, who declared an Infant Safe Sleep Week in September.

e  Communications won a 3CMA Savvy award for the Performance Issue of the spring 2013 Dakota County
Newsletter.

e  Communications won a Silver Award from the W3 Awards for structure and navigation of the Dakota
County website.

e The Sheriff’s Office negotiated with its current food service vendor to reduce the cost of inmate meals at the
Dakota County Jail from $1.33 to $1.15 per meal, anticipating a savings of about $90,000 in annual meal
Costs.

Employee Labor Contracts

The 16 collective bargaining units listed below represent approximately 70% of the County’s employees. The status
of the contracts is as of December 31, 2013.

Bargaining Unit Term of contract Status of Contract
AFSCME - Human Services 2013 Settled
AFSCME - Library 2011-2013 Settled
Assessing Services 2013 Settled
Attorney Employees’ Assoc. 2013 Settled
Community Corrections 2013 Settled
Human Services Supervisors’ Assoc. 2013 Settled
Park Maintenance 2013 Settled
Facilities Management 2013 Settled
Public Health Servicess MNA 2013 Settled
Public Health Support 2013 Settled
Road & Bridge Maintenance 2013 Settled
Sheriff Adm/Support 2013 Settled
Sheriff Licensed Deputies 2013 Settled
Sheriff Jail 2013 Settled
Sheriff Supervisor 2013 Settled
Sheriff Non license Supervisor 2013 Settled

All contracts start January 1 and end December 31.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to Dakota County for its comprehensive annual financial report
for the fiscal year ended December 31, 2012. This was the 24rd consecutive year that the County has achieved this
prestigious award. In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report. This must satisfy both generally accepted
accounting principles and applicable legal requirements.



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

Additionally, the GFOA presented an award of Distinguished Budget Presentation to Dakota County for its annual
budget for the year 2013. This is the 17th year Dakota County has received the award.

The timely preparation of this report could not have been accomplished without the professional and dedicated hard
work of the entire staff of the Financial Services Department. In addition, cooperation was essential from many other
departments, especially the County Property Taxation and Records Department Office. We wish to express our
appreciation to all members of the staff who assisted and contributed to the report’s preparation. We also wish to
thank the members of the County Board for their interest and support this past year in planning and conducting the
financial operations of the County in a responsible and progressive manner.

Respectfully submitted,
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Stephanie Shawback

Director of Financial Services
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2013 Dakota County Organizational Structure

Dakota County Residents

Dakota County Board of Commissioners

County Administration |—

County Administrator

Employee Relations

T
County Communications

Count Operations, Public Services Communit Physical
y Management and Revenue ) nity Development
Attorney L Services Division o
and Budget Division Division

Administration

Administration

Administration

Administration

. ) . , , Office of GIS
Public Safety Office of Risk Assessor Social Services
Management Operations
Management
Survey
. Financial Property Taxation Employmen.t and
County Sheriff Services and Records Economic
Assistance )
Transportation
County Information Li(i?\r;/écg:r?tirs Public Health Parks
Coroner Technology
Office of Community
Planning and , . Environmental
Analysis County Fair Corrections Management
Historical Society Veterans Services Water Resources
Extengon Soil and Water
Library Services
Community
Development
Agency
Notes:

1. The County Board has a funding liaison role with departments listed in italics (County Attorney; County Sheriff; County Coroner; County
Library; Historical Society; County Fair; Extension Services; Soil and Water Conservation District; and Community Development Agency).

The County Board has direct administrative control over departments not listed in italics.
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Dakota County
MINNESOTA

ORGANIZATION

Officer

Commissioners:

1% District
2" District
3" District
4™ District
5" District
6" District
7" District

Officers:
Elected -

Attorney
Sheriff

Appointed -

* Chair

County Administrator

Deputy County Administrator/Director of
Operations, Mgmt. & Budget
Director of Community Services

Director of Physical Development

Director of Public Service & Revenue Div.

2013

Name

Mike Slavik
*Kathleen A. Gaylord
Thomas A. Egan
Nancy Schouweiler
Liz Workman

Paul J. Krause

Chris Gerlach

James C. Backstrom
David Bellows

Brandt Richardson

Matthew G. Smith

Kelly Harder
Vacant
Thomas V. Novak
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Term
From

Jan. 2013
Jan. 2003
Jan. 2005
Jan. 1999
Jan. 2009
Jan. 1995
Jan. 2013

Sep. 1987
Feb. 2010

May 1992

Oct. 2011
July 2010

July 1998

To

Dec.
Dec.
Dec.
Dec.
Dec.
Dec.
Dec.

Dec.
Dec.

2014
2014
2016
2016
2016
2014
2016

2014
2014

Indefinite

Indefinite

Indefinite

Indefinite
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STATE OF MINNESOTA
OFFICE OF THE STATE AUDITOR

SUITE 500 .
525 PARK STREET (65(3;%12)9%52715(5\’(0;06;
- ax
REBEC SAINT PAUL, MN 55103-2139 state.auditor@state.mn.us (E-mail)
STATE AUDITOR 1-800-627-3529 (Relay Service)

INDEPENDENT AUDITOR’S REPORT

Board of County Commissioners
Dakota County

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of Dakota County, Minnesota, as of and for the
year ended December 31, 2013, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Dakota County Community Development Agency
(CDA), which is 99.3 percent, 99.2 percent, and 97.9 percent, respectively, of the assets, net
position, and revenues of the aggregate discretely presented component units. Those statements
were audited by other auditors whose report has been furnished to us, and our opinion, insofar as
it relates to the amounts included for the Dakota County CDA, is based solely on the report of
the other auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

11 An Equal Opportunity Employer



An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the County’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the County’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of Dakota
County as of December 31, 2013, and the respective changes in financial position and, where
applicable, cash flows thereof and the respective budgetary comparisons of the General Fund and
the Highway, Community Services, Environmental Management, and Regional Rail Special
Revenue Funds for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter - Change in Accounting Principle

As discussed in Note | to the financial statements, in 2013 the County adopted new accounting
guidance by implementing the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 61, The Financial Reporting Entity:  Omnibus, an amendment of GASB
Statements No. 14 and No. 34, and Statement No. 65, Items Previously Reported as Assets and
Liabilities, which represent changes in accounting principles. Our opinion is not modified with
respect to this matter.

Other Matters

Required Supplementary Information

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

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The introductory section, the
supplementary information, the governmental revenue schedules, and the statistical section as
listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The supplementary information and governmental revenue schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements as
awhole.

The introductory and the statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
June 26, 2014, on our consideration of Dakota County’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Dakota County’s internal control over financial reporting and
compliance.

A

REBECCA OTTO GREG HIERLINGER, CPA
STATE AUDITOR DEPUTY STATE AUDITOR

June 26, 2014
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Dakota County, Minnesota | December 31,
Management’'s Discussion and Analysis | 2013

Dakota County’s Financial Management offers readers this narrative overview and analysis of financial activities for the
fiscal year ended December 31, 2013. We encourage readers to consider the information presented here in conjunction
with additional information furnished in our letter of transmittal and the notes to the financial statements.

Financial Highlights

e Dakota County’s assets exceeded liabilities at the close of 12/31/13 by $950,711,467 (net position). Of this
amount, $288,228,803 (unrestricted net position) may be used to meet the government’s ongoing obligations to
citizens and creditors.

e Dakota County’s total net position increased by $51,035,426 over 2012. This is primarily the result of budget
savings from operations, additional resources available and investments in infrastructure.

e As of the close of the 2013 fiscal year, Dakota County governmental funds ending fund balances were
$282,602,078 compared to $277,143,570 in 2012. This increase is primarily due to budget savings in operations
from vacancies as well as recognizing revenues greater than anticipated. Approximately 95.1% or $268,784,381
of the total fund balance is available for spending at Dakota County’s discretion (committed, assigned, and
unassigned fund balances).

e At the end of the current fiscal year, combined assigned and unassigned fund balance for the General Fund was
$56,663,943 or 66.6% of total General Fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Dakota County’s basic financial statements. Dakota
County’s basic financial statements consist of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report contains other supplementary information in
addition to the basic financial statements.

Government-wide Financial Statements. The government-wide financial statements are designed to provide readers
with a broad overview of Dakota County’s finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of Dakota County’s a