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INTRODUCTORY SECTION

The Introductory Section contains the letter of transmittal,

which provides an overview of the Minnesota Sports Facilities
Authority’s finances, economic prospects, and achievements.
Also, included in this section is the list of commissioners and
administrative officials, the organization chart, and the Certificate
of Achievement for Excellence in Financial Reporting, awarded
by the Government Finance Officers Association. It is the highest

form of recognition in governmental financial reporting.
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October 28, 2020
To the Honorable Chairman and Commissioners of the Minnesota Sports Facilities Authority:

| am pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Minnesota
Sports Facilities Authority (Authority) for the fiscal year ended June 30, 2020. The financial statements
included in this report conform to generally accepted accounting principles as promulgated by the
Governmental Accounting Standards Board (GASB). Responsibility for the accuracy of the data and
the completeness and fairness of the presentation, including all disclosures, rests with the Authority’s
management. To the best of my knowledge and belief, the enclosed data are accurate in all material
respects and are reported in a manner that presents fairly the financial position and results of
operations of the Authority. All necessary disclosures have been included to enable the reader to gain
the maximum understanding of the Authority’s financial affairs.

The Authority’s management is responsible for establishing and maintaining an internal control
structure designed to ensure that its assets are protected from loss, theft or misuse and to ensure
that adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. The internal control structure is designed
to provide reasonable but not absolute assurance that these objectives are met and that the financial
statements will be free from material misstatement. The concept of reasonable assurance recognizes
that the cost of a control should not exceed the benefits likely to be derived. The evaluation of costs
and benefits requires estimates and judgments by management.

The reader is referred to Management’s Discussion and Analysis (MD&A) section for additional
information regarding the activities and financial position of the Authority. The MD&A provides a
narrative introduction, overview, and analysis of the basic financial statements. The MD&A complements
this letter of transmittal and should be read in conjunction with it.

The following subjects are discussed in this letter:

* Profile of the Authority,

* Economic Condition and Outlook,

e Major Initiatives and Accomplishments,
e Independent Audit,

* Awards, and

* Acknowledgements.

bank Phone: 612-332-0386 TTY: 1-800-627-3529 Fax: 612-332-8334

Stadium www.msfa.com Affirmative Action/Equal Opportunity Employer
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PROFILE OF THE AUTHORITY

In May 2012, the Minnesota legislature established the Authority as a public body and political
subdivision of the state. Per Minnesota Statutes, 473J.07, Subd. 2 the Authority is comprised of
five commissioners, the governor of the state of Minnesota appoints the chair and two additional
commissioners, and the mayor of the city of Minneapolis appoints two commissioners. The
commissioners serve four-year terms. The governing body sets policy for the administration of the
Authority and the Executive Director directs the Authority’s operations and carries out the policies
established by the board.

The Authority was established to provide for the construction, financing, and long-term use of U.S.
Bank Stadium and related stadium infrastructure as a venue for professional football and a broad range
of other civic, community, athletic, educational, cultural, and commercial activities.

U.S. Bank Stadium, located in Minneapolis, Minnesota, is a magnet for entertainment as guests from
the Minneapolis-St. Paul metropolitan area and throughout Minnesota attended and/or participated in
events in and around the stadium. Professional football events, amateur and collegiate athletic events,
concerts, motorsports events, corporate, educational, and private events filled the stadium’s event
schedule. This schedule changed suddenly when the coronavirus hit Minnesota.

COVID-19

Minnesota Governor Walz issued an executive order on March 13, 2020 declaring a peacetime
emergency providing guidance on the prevention and reduction of community spread of the coronavirus
(COVID-19) in Minnesota and encouraging Minnesotans to “Stay Home.” COVID-19 was declared a
state and national pandemic. Schools, offices, businesses, and churches closed, and public events
were cancelled to reduce the spread of the pandemic.

Although some businesses and retail establishments reopened in late May or early June 2020 no
events were held in the stadium. Numerous events that were scheduled to be hosted at the stadium in
spring 2020 were cancelled, postponed or rescheduled as a result of the pandemic. Event cancellation
impacted stadium operations with a significant reduction in stadium operating revenues as well as
stadium operating expenses. Several events were rescheduled for the 2021 calendar year.

ECONOMIC CONDITION AND OUTLOOK

Local Economy

Minnesota’s economic growth is influenced by employment growth, consumer purchases, property
rights, and household finances. Employment opportunities and property rights are the foundation for
a market-based economy. These economic indicators are important for the sports and entertainment
industry as they influence stadium event attendance, ticket revenues, food and beverage revenues, and
event space rental revenues.
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This past spring Minnesota experienced a significant decrease in economic activity due to the pandemic
and the civil unrest in the Minneapolis-St. Paul metropolitan area. The death of George Floyd in May
2020 sparked protests in Minneapolis and nationwide against police brutality. Peaceful protests quickly
turned to riots. Over 1,500 businesses in the metropolitan area were damaged by burning, vandalizing,
graffiti, and looting during several nights of unrest. Fortunately, the stadium was not damaged during
the civil unrest. Damages from the civil unrest are estimated to exceed $500 million. Some businesses
in the damaged areas have permanently closed, some businesses have relocated, and other businesses
have slowly begun to rebuild. Demolition of the damaged buildings is underway and reconstruction
plans are on the horizon.

As the pandemic continues to challenge Minnesota’s economy the outlook for growth has slowed. The
Bureau of Economic analysis estimates that real GDP decreased at an annual rate of 5.0 percent during
the first quarter of 2020. Minnesota’s macroeconomic consultant, IHS Markit, in July 2020, forecast
a 6.1 percent decline in real GDP in 2020. IHS expects real GDP growth to turn positive in the third
quarter of 2020, and they forecast a 3.7 percent annual growth in 2021. IHS Markit expects real GDP
to reach its pre-recession level in 2022.

Minnesota’s seasonally adjusted unemployment rate continues to move lower, falling to 7.4 percent in
August 2020 which is a decrease of .2 percent from July 2020 according to Minnesota’s Department of
Employment and Economic Development. Minnesota added seasonally adjusted 40,500 payroll jobs
in August 2020, up 1.5 percent from July 2020. Minnesota continues to see steady job growth and a
decline in unemployment applications. Replacement of jobs that were lost during the pandemic will
take time as job growth has been uneven across industries and occupations.

The Consumer Price Index (CPI) for All Urban Consumers in the Minneapolis-St. Paul-Bloomington
metropolitan area decreased .3 percent from July 2019 to July 2020 as reported by the U.S. Bureau
of Labor Statistics. The CPIl is a measure of the average change in prices over time in a fixed market
basket of goods and services.

MAJOR INITIATIVES AND ACCOMPLISHMENTS

Stadium Operator

ASM Global (formerly known as SMG) is responsible for marketing and sales, event services, stadium
security, and stadium management and operations at U.S. Bank Stadium. U.S. Bank Stadium’s
operations are included in the Authority’s financial statements. Following are highlights of the 2019-
2020 events hosted at the stadium:

Minnesota Vikings Home Football Games and Other Events

Minnesota Vikings kicked-off their 2019 football season at U.S. Bank Stadium with their first preseason
home game on August 18, 2019. The Team played their second preseason home game on August 24,
2019 and eight additional regular season home games at U.S. Bank Stadium.
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Other events that entertained guests at the stadium included the Minneapolis X Games 2019 which
held its third event at the stadium from August 1 through August 4, 2019. The Minnesota State High
School League hosted soccer games, football semi-finals games, and prep bowl championship games
in October and November 2019 at the stadium. Monster Jam hosted two motorsport shows in the
stadium, the first show was on December 14, 2019 and the second show was on February 15, 2020.
In addition, there were several other events hosted at the stadium including amateur football games,
collegiate baseball games, and a variety of community, corporate, and private events.

U.S. Bank Stadium also hosted many public and private tours as it is a popular tourist activity for guests
to learn the facts and figures of the stadium’s operations, view the beautiful artwork throughout the
stadium, and experience the clubs and the stadium’s back-of-house operations. ASM Global offered
customized educational tours for elementary, middle school and high school students. Students
were able to participate in two-hour Sustainability Education tours and Career Path Education tours.
Students journeyed through the stadium while the tour guides linked the stadium’s operations to the
tour’s topics.

In late March 2020 several events were cancelled, postponed or rescheduled due to Governor Walz’s
Executive “Stay at Home” Order and the pandemic. The NCAA Wrestling Championship event
scheduled for March 2020 was cancelled, three springtime concerts scheduled to be held at the
stadium were postponed and/or rescheduled, and many other events and tours were cancelled or
rescheduled. No events were held at the stadium during the months of April 2020 through June 2020
due to the pandemic.

Future Events

In September 2020 events returned to the stadium and the first Minnesota Vikings home football game
of the 2020 season was held on September 13, 2020, albeit without fans. The second home game was
held on September 27, 2020 with very limited attendance. Six additional Minnesota Vikings home
football games are scheduled to be played at the stadium. The Authority, stadium management, the
Minnesota Vikings, the NFL, and Governor Walz’s office continue to work together to develop plans for
a full reopening of the stadium.

Event planning and scheduling for fiscal year 2021 remains fluid and stadium management is in
discussions for hosting a variety of events at U.S. Bank Stadium including: youth sports, tradeshows,
galas, field events, club events and potentially a concert.

Stadium Concessionaire

Aramark Sports and Entertainment Services, LLC (Aramark) the stadium’s food and beverage service,
premium catering service, and concession services provider reported gross sales of $26,461,629 for
its fourth year of operations at U.S. Bank Stadium. Aramark paid commissions on certain food and
beverage sales to the Minnesota Vikings for their events and the Authority reported food and beverage
commission revenues of $1,808,561 for the fourth year of operations for Authority events. The Authority
also reported capital contributions of $639,757 from Aramark, which is 2.5 percent of commissionable
gross food and beverage sales, for deposit into the Authority’s concession capital reserve account.
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Capital improvements
The following capital and concession capital improvements were made to U.S. Bank Stadium during
the fiscal year:
e Building modifications $6,483,759
e Purchase of artificial playing surface protective cover $1,059,452
* Installation of new artificial playing surface (turf) $642,858
e Purchase of concession equipment $514,359
e Installation of branding enhancement signage $267,000
* Building modifications to Vikings Voyage $228,225
e Installation of electrical modifications to the stadium $88,226
e Purchase of X-ray machines $71,818
e Purchase of new building equipment $62,892
e Purchase of building cameras $46,802
e Purchase of cleaning equipment $87,638
* Purchase of technology equipment $38,466
e Purchases of other equipment $96,983

Settlement Agreement and Exterior Repair Project

Shortly after U.S. Bank Stadium opened in 2016 water penetration issues and concerns with the
longevity of the original exterior enclosure of the building surfaced. These concerns prompted the
Authority, eight companies associated with the design, engineering and construction of the stadium,
and their associated insurance companies to come together through mediation to determine a solution
to address the issues. The outcome of the mediation was to redesign, engineer and construct a new
enhanced exterior enclosure with similar looking new exterior panels and an improved water resistant
and structurally sound exterior. The parties agreed that a completely new exterior enclosure would
ensure the highest level of building performance over its lifetime.

On February 28, 2020 the Authority board authorized execution of the Settlement Agreement that
provided funding of $21,497,449 in repairs to the stadium’s exterior. On that same date the board
also authorized execution of a contract revision with the construction manager for the exterior repair
project for $21,497,449. Work on the exterior repairs began immediately and continued through
October 2020. Completion of the repair project is expected to be in the summer of 2021. As of
June 30, 2020, repair expenses of $13,389,518 had been incurred and are reported as nonoperating
stadium project expenses.

Downtown East Parking Garage and Mills Fleet Farm Parking Garage

The Authority owns the Downtown East Parking Garage which has 455 parking spaces and is located
beneath the stadium plaza on a site adjacent to the stadium. The Authority also owns the six-level
Mills Fleet Farm Parking Garage which has 1,610 parking spaces and is connected via the stadium
skyway to U.S. Bank Stadium. Beginning on December 31, 2015 Ryan Companies assumed operational
responsibility for the ramps. Ryan Companies hired a parking management company, Denison Parking,
Inc., to operate both parking facilities. All parking revenues belong to Ryan Companies during their
management period and they are responsible for all parking expenses.

1
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INDEPENDENT AUDIT

The Authority’s financial statements have been audited as required by state statute and received an
unmodified opinion by the accounting firm of CliftonLarsonAllen LLP (CLA). Minnesota Statutes 473J.07,
subd.7, requires the Minnesota Office of the Legislative Auditor (Legislative Auditor) conduct an annual
audit of the financial statements of the Authority. The Legislative Auditor delegated this responsibility
for the current audit to CLA. In addition to meeting the requirements of the state statutes, the audit
was designed to meet the requirements of the 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. The report of the independent
auditors on the basic financial statements can be found in the financial section of this annual report.

AWARDS

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded the
Authority with the Certificate of Achievement for Excellence in Financial Reporting to the Authority
for its CAFR for the fiscal year ended June 30, 2019. This was the seventh year that the Authority
received this prestigious award. |In order to be awarded a Certificate of Achievement, a governmental
unit must publish an easily readable and efficiently organized comprehensive annual financial report,
the contents of which conform to program standards. This report must satisfy both generally accepted
accounting principles and applicable legal requirements. The Certificate of Achievement is a prestigious
national award which recognizes conformance with the highest standards for preparation of state and
local government financial reports. The Certificate of Achievement is valid for a period of one year
only. Management believes that the current CAFR meets the Certificate of Achievement Program’s
requirements, and it will be submitted to the GFOA to determine its eligibility for another certificate.

ACKNOWLEDGEMENTS

| express my sincere appreciation to Suzanne Arcand and Elizabeth Proeitz who contributed to this
report. They have my sincere appreciation for the contributions they made in the preparation of this
report. Appreciation is also expressed to the Commissioners for their cooperation and outstanding
assistance in matters pertaining to the financial affairs of the Authority.

Respectfully submitted,

MG‘-’*] D'tDt— roman.

Mary Fox-Stroman, CPA
Director of Finance
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As of June 30, 2020

COMMISSIONERS (left to right)

TONY SERTICH « ANGELA BURNS FINNEY « MIKE VEKICH
BARBARA BUTTS WILLIAMS « BILL MCCARTHY

TERM OF OFFICE

COMMISSIONERS Appointed

End of Term

MICHAEL VEKICH, Chair July 2017
BARBARA BUTTS WILLIAMS, Vice Chair June 2012
TONY SERTICH, Secretary & Treasurer August 2015
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ANGELA BURNS FINNEY September 2019

KEY ADMINISTRATIVE STAFF

January 2023
December 2019
December 2023
December 2020
January 2023

Executive Director
JAMES FARSTAD

Director of Finance
MARY FOX-STROMAN, CPA

1 Ms. Butts Williams continues in her position until an appointment is made.
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FINANCIAL SECTION

The Financial Section includes the independent auditors’ report,

management’s discussion and analysis, and the basic financial

statements including the notes to the financial statements, and

required supplementary information.
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CliftonLarsonAllen LLP
CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Minnesota Sports Facilities Authority
Minneapolis, Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of the Minnesota Sports Facilities Authority, a
component unit of the state of Minnesota, as of and for the year ended June 30, 2020, and the related
notes to the financial statements, which collectively comprise the Minnesota Sports Facilities Authority’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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ 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 entity’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 entity’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 opinion.

A member of

18



Board of Commissioners
Minnesota Sports Facilities Authority

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position the Minnesota Sports Facilities Authority as of June 30, 2020, and the
respective changes in financial position and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the schedule of the Authority’s share of the net pension liability
— State Employees Retirement Fund, and the schedule of the Authority’s contributions — State
Employees Retirement Fund, as listed in the table of contents be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s 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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Minnesota Sports Facilities Authority’s basic financial statements. The
introductory and statistical sections are presented for purposes of additional analysis and are not a
required part of the basic financial statements. They 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 28,
2020, on our consideration of the Minnesota Sports Facilities Authority’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 solely 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 effectiveness of Minnesota Sports Facilities Authority’s 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 Minnesota Sports Facilities Authority’s
internal control over financial reporting and compliance.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
October 28, 2020
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Minnesota Sports Facilities Authority (Authority) Comprehensive Annual Financial
Report (CAFR) presents a narrative overview and analysis of the Authority’s financial performance for
the fiscal year ended June 30, 2020. The intent of this discussion and analysis is to look at the Authority’s
financial performance as a whole. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in the Letter of Transmittal, located in the
Introductory Section of the CAFR.

Financial Highlights

The basic financial statements report information about the Authority using the economic resources

measurement focus and accrual basis of accounting. Key financial highlights for the Authority’s fiscal

year ended June 30, 2020 are as follows:

e Overall, the Authority’s net position decreased $27,194,071, from $1,007,746,206 as of June 30, 2019
to $980,552,135 as of June 30, 2020.

* Operating expenses of $79,979,931 exceeded operating revenues of $32,072,837 resulting in an
operating loss of $47,907,094 for the fiscal year ended June 30, 2020. Depreciation expense of
$50,795,764 was the largest operating expense.

* The net increase in capital assets was $2,795,840 as of June 30, 2020. The largest capital project
this year was building modifications of $6,483,759.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial
statements. The financial section of this report consists of:
(1 Independent Auditors’ Report
(2) Management’s Discussion and Analysis (presented here)
(3) Basic (Enterprise fund) Financial Statements:
a. Statement of net position
b. Statement of revenues, expenses, and changes in net position
c. Statement of cash flows
(4) Notes to the Financial Statements
This report also includes other required supplementary information in addition to the basic financial
statements.

The Authority uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements. The Authority maintains one proprietary fund, an enterprise fund. The enterprise fund
financial statements report information about the Authority using accounting methods similar to
those used by private-sector businesses in which costs are recovered primarily through user charges.
Enterprise fund financial statements provide both short-term and long-term financial information about
the Authority’s overall financial status. The statements present information on the Authority’s assets,
deferred outflows of resources, liabilities, deferred inflows of resources and net position and show how
net position has changed during the year. These financial statements and explanatory notes are prepared
in conformance with generally accepted governmental accounting principles, and are reported using the
accrual basis of accounting.

20



Statement of net position

The statement of net position presents information on the financial resources and obligations of the
Authority on June 30, 2020. The difference between the sum of total assets and deferred outflows of
resources and the sum of total liabilities and deferred inflows of resources is net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial health of
the Authority is improving or deteriorating.

Statement of revenues, expenses and changes in net position

The statement of revenues, expenses and changes in net position presents information showing how
the Authority’s net position changed during the fiscal year ended June 30, 2020. All of the fiscal year’s
revenues and expenses are accounted for in this statement, regardless of when cash is received or paid.

Statement of cash flows
The statement of cash flows reports cash and cash equivalent activities for the fiscal year ended June 30,
2020 as a result of operating, noncapital financing, capital, and investing activities.

Notes to the financial statements
The notes to the financial statements provide additional information that is essential to a full understanding
of the data provided in the enterprise fund financial statements.

Required supplementary information

The required supplementary information consists of two schedules, Schedule of the Authority’s Share of
Net Pension Liability State Employees Retirement Fund and Schedule of Authority’s Contributions State
Employees Retirement Fund.

21



Financial Analysis
Statement of Net Position
Following is a table that presents the Authority’s Statement of Net Position as of June 30, 2020 and 2019:

Statement of Net Position at June 30, 2020 and 2019

Increase/
June 30, 2020 June 30, 2019 (decrease)
ASSETS:
Current and other assets $45,619,788 $23,070,700 $22,549,088
Capital assets (net of accumulated depreciation) 953,867,695 1,000,408,761 (46,541,066)
Noncurrent assets 22,449,782 6,639,163 15,810,619
Total assets 1,021,937,265 1,030,118,624 (8,181,359)
DEFERRED OUTFLOWS OF RESOURCES:
Deferred outflows of resources related to pensions 476,907 241,494 235,413
LIABILITIES:
Current liabilities 33,993,347 13,599,075 20,394,272
Noncurrent liabilities 6,826,456 8,038,239 (1,211,783)
Total liabilities 40,819,803 21,637,314 19,182,489
DEFERRED INFLOWS OF RESOURCES:
Deferred inflows of resources related to pensions 1,042,234 976,598 65,636
NET POSITION:
Investment in capital assets 953,867,695 1,000,408,761 (46,541,066)
Restricted for capital projects 21,845,565 3,845,171 18,000,394
Unrestricted 4,838,875 3,492,274 1,346,601
Total net position $980,552,135 $1,007,746,206 ($27,194,071)

The Authority’s net position decreased $27,194,071 (27%) to $980,552,135. The three components
of net position are: investment in capital assets, restricted for capital projects, and unrestricted.
The largest portion of the Authority’s net position (97.3 percent) at June 30, 2020 reflects its
investment in capital assets of $953,867,695. These assets are comprised of land, construction in
progress, buildings, building equipment, land improvements, and equipment of U.S. Bank Stadium,
Mills Fleet Farm Parking Garage, and the Downtown East Parking Garage. Accordingly, these assets
are not available for future spending. Restricted net position at June 30, 2020 was $21,845,565 and
this represents resources that are restricted for future capital purchases. Unrestricted net position
at June 30, 2020 was $4,838,875. These resources are available and may be used to meet the
Authority’s ongoing and future obligations.
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Summary of Changes in Net Position

The following table summarizes the changes in net position for the fiscal year ended June 30, 2020 and 2019.

Summary of Changes in Net Position

Operating revenues
Operating expenses
Total operating income or (loss)
Nonoperating revenues (expenses):
Nonoperating revenues

Nonoperating expenses

Total nonoperating revenues
(expenses)

(Loss) before capital contributions

Capital contributions

Changes in net position

Total net position-beginning of year

Total net position-end of year

June 30, 2020

$32,072,837

(79,979,931
(47,907,094)

11,328,113
(19,380,547

(8,052,434)

(55,959,528)

28,765,457

(27,194,071)

1,007,746,206

$980,552,135

Increase/

June 30, 2019 (decrease)
$47,857,056 ($15,784,219)
(99,110,542) (19,130,611
(51,253,486) 3,346,392
3,739.117 7,588,996
(1,650,775) 17,729,772
2,088,342 (10,140,776)
(49,165,144) (6,794,384)
7,071,937 21,693,520
(42,093,207) 14,899,136
1,049,839,413 (42,093,207)
$1,007,746,206 ($27,194,071)

Operating revenues include operating payments from the state of Minnesota and Minnesota Vikings,

stadium operating revenues, and other revenues.

In fiscal year 2020 operating revenues totaled

$32,072,837, a decrease of $15,784,219 (33 percent) from fiscal year 2019. This decrease is primarily
due to a decrease in stadium operating revenues. Explanations of these changes include the following:

e Stadium operating revenues decreased $16,754,368 (54.2 percent) from the prior fiscal year primarily
due to events that were scheduled to be hosted in the stadium during the months of April through June
2020 were cancelled, postponed, or rescheduled to prevent the spread of the pandemic, COVID-19.
Commissions received from food and beverage concession and catering sales, merchandise sales, and
program revenues decreased $4,973,139, ticket rebates and facility fees decreased $3,382,915, and

rent decreased $1,544,605.

e Operating payments from the state of Minnesota and Minnesota Vikings increased by $338,385 (2.2
percent) from the prior fiscal year due to the Minnesota Vikings’ contractually required payment
increase of 3 percent per year and the state of Minnesota’s annual adjustment factor.

e Other revenues increased $632,765 from the prior year.
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Operating expenses include personal services, professional services, supplies, repairs, and maintenance,
rent, other expenses, stadium operating expenses, and depreciation. For fiscal year 2020 operating
expenses totaled $79,979,931 which represents a decrease of $19,130,611 (19.3 percent) when compared
to fiscal year 2019. This decrease is primarily due to a decrease in stadium operating expenses of
$19,231,843 (43.4 percent) from the prior fiscal year. This decrease is associated with costs savings and
reductions due to fewer events were hosted in the stadium in fiscal year 2020 as compared to fiscal
year 2019.

Other changes in fiscal year 2020 include the following:

« Nonoperating revenues increased by $7,588,996 primarily due to the construction closeout contribution
to the capital reserve account.

¢ Nonoperating expenses increased by $17,729,772 primarily due to the exterior repair project.

e Capital contributions increased by $21,693,520 due to the contribution from the settlement agreement.

Capital Assets
The following table compares the Authority’s capital assets as of June 30, 2020 and 2019 net of
accumulated depreciation:

Capital Assets

Increase/
June 30, 2020 June 30, 2019 (decrease)
CAPITAL ASSETS: (net of depreciation):
Non-depreciable-
Land $31,983,174 $31,983,174 $-
Construction in progress 57,680 544162 ($486,482)
Depreciable-
Buildings 744,895,511 766,770,828 (21,875,317)
Building equipment 72,143,309 79,991,868 (7,848,559)
Land improvements 26,366,462 28,000,173 (1,633,711)
Equipment 78,421,559 93,118,556 (14,696,997)
Total capital assets $953,867,695 $1,000,408,761 ($46,541,066)

The Authority’s investment in capital assets as of June 30, 2020 was $953,867,695 (net of accumulated
depreciation) and consists of land, construction in progress, buildings, building equipment, land
improvements, and equipment of U.S. Bank Stadium, Mills Fleet Farm Parking Garage, and Downtown
East Parking Garage. Total capital assets decreased $46,541,066 from the prior year. This decrease is
primarily due to depreciation expense of $50,795,764.

Additional information on the Authority’s capital assets can be found in the notes to the financial
statements, see note I.C.5 and note II.C.

Next Year’s Budget

Anannual operating budget is adopted on a basis consistent with generally accepted accounting principles.
Discussion and preparation of the fiscal year 2020-2021 annual operating and capital budgets began in
the spring 2020. The Authority then approved and adopted the 2020-2021 operating and capital budgets
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in June 2020. This budget process will be followed for adoption of the 2021-2022 budget. Per Minnesota
Statutes 3.8842, the Legislative Commission on Minnesota Sports Facilities (Legislative Commission) is
required to oversee the Authority’s operating and capital budgets. An annual report is presented to the
Legislative Commission. Staff presents quarterly budget reports to the Authority board.

The Authority’s adopted 2020-2021 operating budget includes operating revenues of $36,310,146 which
includes: stadium operating payments from the state of Minnesota of $6,000,000 and the Minnesota
Vikings of $9,566,825 for a combined total of $14,566,825, stadium operating revenues of $20,679,121, and
miscellaneous revenues of $64,200. Also included in this budget are operating expenses of $34,793,267
which includes stadium operating expenses of $30,472,900, professional services of $1,857,000, rent
$957,569, personal services of $739,680, supplies and network support of $112,326, and other expenses
of $653,792.

Operating revenues of $36,310,146 are budgeted to exceed operating expenses of $34,793,267 for a
net operating loss of $1,516,879. Also, investment earnings of $87,000 are included in the budget as
nonoperating revenues. Net income is budgeted to be $1,603,879.

In addition to the 2020-2021 operating budget, the capital and concession capital budgets include capital
expenses of $16,961,032 and concession capital expenses of $1,353,910. These expenses will be funded
by capital revenues from the state of Minnesota and the Minnesota Vikings of $3,238,911, the 2.5 percent
concession capital reserve revenues of $241,725, and the capital reserve and concession capital reserve.

The Authority considered the following factors when setting the 2020-2021 budget and fees that will be
charged for use of U.S. Bank Stadium:

e Stadium event schedule

¢ Number and type of stadium events
» Stadium event attendance

e Stadium rental pricing

¢ Product pricing

Requests for Information

This financial report is designed to provide a general overview of the Authority’s finances for all those
with an interest in its financial position and to demonstrate the Authority’s accountability for the
money it receives. Questions concerning any of the information provided in this report or requests
for additional information should be addressed to the Director of Finance, Minnesota Sports Facilities
Authority, 1005 Fourth Street South, Minneapolis, Minnesota 55415. This report may also be found on
the Authority’s website at www.msfa.com.
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MINNESOTA SPORTS FACILITIES AUTHORITY
STATEMENT OF NET POSITION
June 30, 2020

ASSETS

Current assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Investments
Receivables:
Accounts and other receivables
Prepaid items
Total current assets
Noncurrent assets:
Restricted cash and cash equivalents
Capital assets:
Non-depreciable:
Land
Construction in progress
Depreciable:
Buildings
Building equipment
Land improvements
Equipment
Accumulated depreciation
Total capital assets (net of accumulated depreciation)
Prepaid project insurance
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to pensions

LIABILITIES

Current liabilities:
Salaries and compensated absences payable
Accounts and other payables
Construction retainage payable
Advanced ticket sales and deposits
Restricted stadium builders licenses liability
Unearned revenue
Total current liabilities
Noncurrent liabilities:
Compensated absences payable
Net pension liability
Unearned revenue
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pensions

NET POSITION

Investment in capital assets
Restricted for capital projects
Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement.
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$34,899,885
362,753
4,999,205

4,389,051
968,894

45,619,788

21,104,570

31,983,174
57,680

860,270,853
100,049,123
32,916,971
130,030,704
(201,440,810)

953,867,695

1,345,212

976,317,477

1,021,937,265

476,907

185,458
2,848,565
699,476
27177,616
121,902
2,960,330

33,993,347

68,330
225,096
6,533,030

40,819,803

1,042,234

953,867,695
21,845,565
4,838,875

$980,552,135




MINNESOTA SPORTS FACILITIES AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Fiscal Year Ended June 30, 2020

Operating revenues:
Operating payments from state of Minnesota and Minnesota Vikings
Stadium operating revenues
Other revenues

Total operating revenues

Operating expenses:
Personal services
Professional services
Supplies, repairs and maintenance
Rent
Other expenses
Stadium operating expenses
Depreciation

Total operating expenses
Total operating (loss)

Nonoperating revenues (expenses):
Investment earnings
Other contributions for stadium project
Sales tax revenues
Stadium project expenses
Stadium builders licenses expenses
Loss on disposal of assets

Total nonoperating (expenses)

(Loss) before capital contributions
Capital contributions

Change in net position

Total net position, July 1, 2019

Total net position, June 30, 2020

The notes to the financial statements are an integral part of this statement.
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$15,907,958
14,142,738
2,022,141

32,072,837

660,059
1,385,177
920,323
800,699
311,155
25,106,754
50,795,764

79,979,931

(47,907,094)

174,920
9,316,985
1,836,208

(14,280,236)
(447,129)
(4,653,182)

(8,052,434)

(55,959,528)

28,765,457

(27,194,071)

1,007,746,206

$980,552,135




MINNESOTA SPORTS FACILITIES AUTHORITY
STATEMENT OF CASH FLOWS
For the Fiscal Year Ended June 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from state of Minnesota and Minnesota Vikings $15,897,270
Receipts from ticket sales 21,122,284
Receipts from events 15,997,504
Receipts from food and beverage commissions 1,870,223
Receipts from others 1,629,266
Payments for employee services (7,567,234)
Payments to suppliers and others (19,186,585)
Payments for event and stadium operations (7,537,497)
Net cash provided by operating activities 22,225,231
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Sales taxes received from state of Minnesota 2,120,019
Other contributions received for stadium project 9,316,984
Payments for stadium project (10,845,384)
Net cash provided by noncapital financing activities 591,619
CASH FLOWS FROM CAPITAL ACTIVITIES
Capital contributions received 29,502,228
Acquisition and construction of assets M,724,813)
Other payments (1,596,101)
Net cash provided by capital activities 16,181,314
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 15,343,717
Purchase of investments (14,017,319)
Interest on investments 202177
Net cash provided by investing activities 1,528,575
Net increase in cash and cash equivalents 40,526,739
Cash and cash equivalents, July 1, 2019 15,840,469
Cash and cash equivalents, June 30, 2020 $56,367,208
Reconciliation of operating (loss) to net cash provided by operating activities:
Operating (loss) $(47,907,094)
Adjustments to reconcile operating loss to net cash provided
by operating activities:
Depreciation expense 50,795,764
Change in assets and liabilities:
Decrease in accounts receivable 2,205,530
(Increase) in prepaid items (440,821
(Decrease) in net pension liability and related deferred inflows and deferred outflows (107,056)
(Decrease) in salaries and compensated absences payable and accounts and other payables (3,470,204)
(Decrease) in revenue sharing distribution payable (650,379)
(Decrease) in unearned revenues (74,434)
Increase in advanced ticket sales and deposits 21,873,925
Total adjustments 70,132,325
Net cash provided by operating activities $22,225,231
Noncash investing, capital and financing activities:
Increase in fair value of investments $34,396
Accrued construction costs $2,801,175

The notes to the financial statements are an integral part of this statement.
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

I. Summary of significant accounting policies

A. Organization and reporting entity

1. Organization

The Minnesota Sports Facilities Authority (Authority) was established pursuant to Minnesota Statutes,
Section 473J.07, as amended, (Laws of Minnesota 2012, Chapter 299, Articlel, Section 11). The Authority
is comprised of five commissioners: the chair and two commissioners appointed by the governor of
Minnesota and two commissioners appointed by the mayor of the city of Minneapolis. Commissioners
serve four-year terms beginning January 1. The chair serves at the pleasure of the governor. The board
makes policies for the administration of the Authority and it appoints an executive director to act as
the administrative head of the Authority. The executive director serves at the pleasure of the board,
carries out the policies established by the board, directs business and administrative procedures, and
recommends personnel to be appointed by the board.

The Authority was created to provide for the construction, financing, and long-term operation of
U.S. Bank Stadium and the related stadium infrastructure as a venue for professional football and a
broad range of other civic, community, athletic, educational, cultural and commercial activities.

2. Financial reporting entity
As defined by U.S. generally accepted accounting principles (GAAP), the financial reporting entity
consists of aprimary government, as well as its component units, which are legally separate organizations
for which the officials of the primary government are financially accountable. Financial accountability
is defined as:
a. Appointment of a voting majority of the component unit’s board and either (1) the ability to
impose will by the primary government or (2) the possibility that the component unit will provide
a financial benefit to or impose a financial burden on the primary government; or
b. Fiscal dependency on the primary government.

Based upon the application of these criteria, the Authority has no component units. However, the
Authority is a component unit of the state of Minnesota because the governor appoints three of the
five board members and the state of Minnesota is responsible for the debt incurred for the Authority’s
share of the cost of construction of the stadium and stadium infrastructure.

B. Basis of presentation and measurement focus

1. Basis of presentation

The financial statements of the Authority have been prepared in conformity with GAAP as applied to
government units in the United States of America. The Governmental Accounting Standards Board
(GASB) is the accepted primary standard-setting body for establishing governmental accounting and
financial reporting principles. Significant accounting policies of the Authority are described below.

The Authority reports its activities as a business-type activity. The operations of the Authority are
accounted for in an enterprise fund which is a set of self-balancing accounts comprised of assets,
deferred outflows of resources, liabilities, deferred inflows of resources, net position, revenues, and
expenses. The fund is used to account for the operation of U.S. Bank Stadium and related stadium
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

I. Summary of significant accounting policies (continued)

infrastructure. The financial statements include a statement of net position, a statement of revenues,
expenses, and changes in net position, and a statement of cash flows. All assets, deferred outflows of
resources, liabilities (whether current or noncurrent), and deferred inflows of resources are included on
the statement of net position. Reported net position is segregated into three categories: investment
in capital assets, restricted, and unrestricted. The statement of revenues, expenses, and changes in net
position presents increases (revenues) and decreases (expenses) in total net position.

2. Measurement focus and basis of accounting

The Authority’s enterprise fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned, and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows
take place.

C. Assets, deferred outflows of resources, liabilities, deferred inflows of resources, and net position
1. Cash, cash equivalents and investments

The Authority has defined cash and cash equivalents as cash on hand, cash on depositin demand deposit
accounts, commercial paper, and short-term investments with original maturities of three months or
less from the date of acquisition. Authority deposits are backed by a combination of Federal Deposit
Insurance Corporation (FDIC) and a letter of credit from Federal Home Loan Bank for the account of
U.S. Bank National Association, Cincinnati, Ohio for an amount of $3 million. The letter of credit is
irrevocable, unconditional, and nontransferable. Certain accounts are segregated and classified as
restricted and may not be used except in accordance with contractual terms.

The Authority may invest funds as authorized by Minnesota Statutes, Chapter 118A, and the Authority’s
internal investment policy. Investments are reported at fair value and are based on quoted market prices.

2. Receivables
a. Accounts and other receivables

Accounts and other receivables consist of estimates of amounts due for sales tax revenues, operating
payment from the Minnesota Vikings, and other receivables. Accountsreceivable also includes amounts
due from the stadium builders licenses (SBLs) program. Effective July 31, 2014, the Authority entered
into an Amended and Restated Purchase and Sale Agreement with Minnesota Stadium Funding Trust
whereby the Authority agreed to sell its interest in stadium builders licenses (SBL) tranches of SBL
revenues to Minnesota Stadium Funding Trust pursuant to SBL contracts. SBLs entitle the holder to
buy season tickets to certain Minnesota Vikings games held at U.S. Bank Stadium and for a certain
seat in the stadium. The Authority has recognized a receivable and revenue in accordance with GASB
Statement No. 48, “Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfer of
Assets and Future Revenues,” as the transaction qualifies as a sale of receivables.

3. Prepaid items
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded

as prepaid items in the financial statement. Prepaid items include rental costs, insurance costs, and
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

I. Summary of significant accounting policies (continued)

software and maintenance agreement costs. The cost of prepaid items is recorded as an expense
when consumed rather than when purchased.

4. Prepaid project insurance

Prepaid project insurance consists of the prefunded loss reserve fund that was established at stadium
construction inception. The insurance carrier for the owner controlled insurance program maintains
the loss reserve fund. Insurance costs are expensed when incurred.

5. Capital assets

Capital assets include land, construction in progress, buildings, building equipment, land improvements,
and equipment. Capital assets are defined by the Authority as assets with an individual or system cost
of $5,000 or more and an estimated useful life greater than three years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at acquisition value at the date of donation. Costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend asset lives are not capitalized.

Capital assets are depreciated over their estimated useful lives using the straight-line method. Land
and construction in progress are not depreciated. Estimated useful lives are as follows:

Capital assets Useful life

Buildings 20 - 30 years

Building equipment 5-20 years

Land improvements 20 - 30 years

Equipment 3 - 30 years
6. Liabilities

a. Salaries and compensated absences payable
Salaries and compensated absences payable include salaries and benefits incurred and unpaid as of
June 30, 2020. The Authority accrues vacation and sick leave when earned. Certain employees qualify
for a vacation leave and a sick leave benefit paid at termination or retirement. The pay rate in effect at
the end of the fiscal year and the employer’s share of social security contributions are used to calculate
compensated absences accruals at June 30.

b. Construction retainage payable
Construction retainage payable consist of costs incurred as of June 30, 2020 for stadium repairs.
Construction retainage is released upon completion of the contractor’s work.

c. Advanced ticket sales and deposits
Revenues related to advance ticket sales for events that have not yet occurred are deferred until the
event has been held at U.S. Bank Stadium. U.S. Bank Stadium box office sells tickets through box
office sales, Ticketmaster sales, and consignment sales. Consignment sales consist of tickets pulled in
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

I. Summary of significant accounting policies (continued)

advance for the promoter. Consignment sales are considered advance ticket sales, as the promoter is
obligated to pay for the tickets at settlement which is after the event has occurred. Deposits represent
payments received from event organizers in advance of an event.

d. Restricted stadium builders licenses liability
Restricted stadium builders licenses liability consists of funds held at June 30, 2020 for the stadium
builders licenses program.

e. Unearned revenues
Unearned revenues primarily consist of the unamortized amount of the capital investments from
Aramark, Minnesota Vikings, and ASM Global and revenues received from the Minnesota Vikings in
advance of the contractual time period.

7. Deferred outflows/inflows of resources

In addition to assets, the Statement of Net Position reports a separate section for deferred outflows
of resources. This separate financial statement element represents a consumption of net position that
applies to future periods and so will not be recognized as an outflow of resources (an expense) until
then. The amount recognized as deferred outflows of resources is related to pensions.

In addition to liabilities, the Statement of Net Position also reports a separate section for deferred
inflows of resources. This separate financial statement element represents an acquisition of net position
that applies to future periods and so will not be recognized as an inflow of resources (revenue) until
that time. The amount recognized as deferred inflows of resources is related to pensions.

8. Net position

Net position represents the sum of total assets and deferred outflows of resources less the sum of total
liabilities and deferred inflows of resources. At June 30, 2020 the Authority had three categories of net
position: investment in capital assets, restricted and unrestricted.

e Investment in capital assets is the amount of net position representing capital assets net of
accumulated depreciation.

* Restricted net position represents resources that have external restrictions imposed by creditors,
grantors, contributors or laws or regulations of other governments or restrictions imposed by law
through constitutional provisions or enabling legislation. This category represents resources that
are restricted for future capital purchases.

e Unrestricted net position is the amount of net position that does not meet the definition of
restricted or investment in capital assets.

9. Revenues and expenses

a. Operating and nonoperating revenues and expenses
Enterprise funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with an enterprise fund’s principal ongoing operations. The principal operating revenues
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

I. Summary of significant accounting policies (continued)

of the Authority’s enterprise fund are: operating payments from the state of Minnesota and Minnesota
Vikings, stadium operating revenues, and other revenues. Stadium operating revenues include: rent,
service revenues, food and beverage, advertising, ticket rebates and facility fees, suite ticket sales,
merchandise sales, and other revenues.

Operating expenses include personal services, professional services, supplies, repairs and maintenance,
rent, other expenses, stadium operating expenses, and depreciation on capital assets. Stadium
operating expenses include operating and event expenses incurred by ASM Global to manage U.S.
Bank Stadium including service expenses, compensation and benefits, contract services, general and
administrative, operations, repairs and maintenance, operational supplies, insurance, utilities, and other
expenses. All revenues and expenses not meeting this definition and certain construction related
activities are reported as nonoperating revenues and expenses.

b. Other contributions for stadium project
Amounts reported as other contributions for the stadium project include contributions from the
Minnesota Vikings and other sources for the closeout of the stadium construction project. These
contributions are reported as nonoperating revenues.

c. Sales tax revenues
In accordance with Minnesota Statutes, 16A.726(b) and 297A.994, Subd.4.(5)() and (ii), a portion
of the city of Minneapolis sales tax collections, are for the benefit of the Authority. Amounts are
recognized as revenue by the Authority in the year the sales taxes are imposed on the underlying
exchange transaction by the city of Minneapolis. The state of Minnesota withholds a portion of the
Minneapolis sales tax disbursement to the city and issues the payment to the Authority. These revenues
are reported as nonoperating revenues.

Il. Detailed notes

A. Cash deposits with financial institutions

Minnesota Statutes, Chapter 118A, require that all Authority deposits in excess of available federal
deposit insurance be protected by a corporate surety bond or collateral security. An irrevocable
standby letter of credit issued by a Federal Home Loan Bank is an allowable form of collateral. The
statute further requires the total amount of collateral computed at its fair value shall be at least ten
percent more than the amount on deposit at the close of the financial institution’s banking day, except
for irrevocable standby letters of credit, the amount of collateral shall be at least equal to the amount
on deposit at the close of the financial institution’s banking day. At June 30, 2020, the carrying amount
of the Authority’s combined demand deposit bank accounts was $32,158,748. Bank balances were
$33,069,548 of which $32,927,650 was invested in commercial paper, and $141,898 was covered
by federal depository insurance. At June 30, 2020 the balance in the money markets account was
$24,205,882. The balance in the trust account was $60.
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

Il. Detailed notes (continued)

B. Cash equivalent investments
The Authority’s investment policy addresses certain risks to which it is currently exposed as follows:

Interest rate risk. Interest rate risk is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. Although the Authority does not have a formal specific
duration investment risk policy, it does have a formal investment policy by which the Authority manages
its exposure to declines in fair value. To meet short-term cash flow needs, the Authority’s investment
portfolio will remain sufficiently liquid to enable the Authority to meet anticipated cash requirements
without the occurrence of significant investment losses. To meet long-term needs, the average duration
of the investment portfolio should match the average duration of liabilities subject to regulatory
requirements. The Authority’s investments in commercial paper have a maturity of less than 270 days.

Credit risk. Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. Investment instruments purchased by the Authority must comply with Minnesota
Statutes, Chapter 118A, and its investment policy which is more restrictive than state law. The
Authority’s investment policy limits investments to the following: money market funds, savings/
demand deposits, bankers acceptances, commercial paper, U.S. Treasury Obligations, U.S. Agency
Securities Government Sponsored Enterprises (GSE), Municipal Securities, Repurchase Agreements,
and Guaranteed Investment Contracts. Itis the Authority’s policy not to invest in inverse floaters, range
notes, interest only strips derived from a pool of mortgages, and any security that could result in a zero
interest accrual if held to maturity. The Authority’s investments in commercial paper were in a U.S.
corporation that was rated in the highest quality category and had maturities of less than 270 days.

Concentration of credit risk. Concentration of credit risk is the risk associated with investing a significant
portionofinvestmentsinthesecuritiesofasingleissuer,excludingU.S.Guaranteedinvestments,investment
pools,and mutual funds. The Authority’sinvestmentsincommercial paperareinasingle U.S. corporation.

Custodial credit risk. The custodial credit risk for deposits is the risk that in the event of the failure of a
depository financial institution, then the Authority will not be able to recover deposits or will not be able
to recover collateral securities that are in the possession of an outside party. The custodial credit risk for
investmentsistherisk thatinthe event of the failure of the counter party toatransaction, the Authority will
not be able to recover the value of its investments or collateral securities that are in the possession of an
outside party. Minnesota Statute Chap, 118A requires that deposits be secured by depositoryinsurance or
acombination of depository insurance and collateral securities held in the Authority’s name. Throughout
the current fiscal year, the combined depository insurance and collateral were sufficient to meet legal
requirements and secure all Authority deposits, thus eliminating exposure to custodial credit risk.

The Authority had no foreign currency exposure at June 30, 2020.
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MINNESOTA SPORTS FACILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

Il. Detailed notes (continued)

Following is a summary of the carrying amount of cash and cash equivalents and investments at
June 30, 2020:

Custodial
Credit Credit Carrying % of Total
Security Type Risk Risk Maturities Amount Portfolio
Cash and cash equivalents @) (b)© n/a $56,367,208 91.9%
U.S. Treasury Bills © 9/10/2020 4,999,205 8.1%
Total $61,366,413 100.0%

(@) Cash and cash equivalents include Commercial paper which has a AAA credit rating.

(b) Individual bank balances less than or equal to $250,000 are FDIC insured. Individual balances greater than $250,000 are
collateralized by the Authority holding a letter of credit from the Federal Home Loan Bank of Cincinnati for $3 million.

(c) Commercial paper and securities held in custody are in the Authority’s name.

Fair value reporting: The Authority’s investments that are not recorded at amortized cost or using the
equity method are recorded at fair value as of June 30, 2020. GASB Statement No. 72, “Fair Value
Measurement and Application,” defines fair value as the price that would be received to sell an asset
between market participants at the measure date. This statement establishes a hierarchy of valuation
inputs based onthe extentto whichtheinputs are observableinthe market place. A financial instrument’s
level withinthe fair value hierarchyisbasedonthelowestlevel ofanyinput thatissignificanttothefairvalue
measurement. The following describes the hierarchy of inputs used to measure fair value and primary
valuation methodologies used for financial instruments measured at fair value on a recurring basis:

Level 1: Investment values are based on quoted prices (unadjusted) for identical assets (liabilities)
in active markets that a government can access at measurement date.

Level 2: Investments have inputs, other than quoted prices within Level 1 that are observable for
an asset (liability), either directly or indirectly.

Level 3: Investments classified as Level 3 have unobservable inputs for an asset (liability) and may
require a degree of professional judgment.

The following table summarizes the Authority’s investments within the fair value hierarchy at June 30,
2020:

Security Type Level 1 Level 2 Level 3 Total
U.S. Treasury Bills. $- $4,999,205 $- $4,999,205
Total $- $4,999.205 $- $4.999.205

U.S. government obligations classified in Level 2 are valued using either bid evaluations or a matrix
based pricing technique. Bid evaluations are typically based on market quotations, yields, maturities,
call features and ratings. Matrix pricing is used to value securities based on the securities’ relationship
to benchmark quoted prices.
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Il. Detailed notes (continued)

C. Capital assets
Capital asset activity for the year ended June 30, 2020 was as follows:

Balance Balance
July 1, 2019 Increases Decreases June 30, 2020

Capital assets, not being depreciated:

Land $31,983,174 $- $- $31,983,174

Construction in progress 544,162 - (486,482) 57,680
Total capital assets, not being depreciated 32,527,336 - (486,482) 32,040,854
Capital assets, being depreciated:

Buildings 853,470,644 6,800,209 - 860,270,853

Building equipment 101,209,764 62,892 (1,223,533) 100,049,123

Land improvements 32,916,971 - - 32,916,971

Equipment 132,387,950 2,825,377 (5,182,623) 130,030,704
Total capital assets, being depreciated  1,119,985,329 9,688,478 (6,406,156) 1,123,267,651
Less: accumulated depreciation for:

Buildings (86,699,816) (28,675,526) - (M5,375,342)

Building equipment (21,217,896) (7116,154) 428,236 (27,905,814)

Land improvements (4,916,798) (1,633,711 - (6,550,509)

Equipment (39,269,394) (13,370,373) 1,030,622 (51,609,145)
Total accumulated depreciation (152,103,904) (50,795,764) 1,458,858 (201,440,810)
Total capital assets, being
depreciated, net 967,881,425 (41,107,286 (4,947,298) 921,826,841
Total capital assets, net $1,000,408,761 ($41,107,286 ($5,433,780) $953,867,695

I1l. Other information

A. Retirement plans
Authority employees are covered by one of two Minnesota State Retirement System (MSRS) retirement
plans.

1. Minnesota State Retirement System-State Employees Retirement Fund (SERF)

a. Plan Description
SERF is administered by the Minnesota State Retirement System (MSRS), and is established and
administered in accordance with Minnesota Statutes, Chapters 352. SERF includes the General
Employees Retirement Plan (General Plan), a multiple-employer, cost-sharing defined benefit plan.
Certain employees of the Authority are covered by the General Plan. The General Plan provides
retirement, disability, and death benefits to plan members and their beneficiaries.
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1. Other information (continued)

Minnesota Statutes, Section 352.04 requires that eligible employees contribute 6.0 percent of their
total compensation to the fund. Participating employers are also required to contribute 6.25 percent
to this fund. The Authority’s contribution to the General Plan for the year ended June 30, 2020
was $23,805. These contributions were equal to the contractually required contributions for each
year as set by state statute. All active and deferred members are fully vested to the extent of their
contributions plus interest at a rate of 6.0 percent through June 30, 2011, 4.0 percent through June 30,
2018, and 3.0 percent thereafter. For monthly retirement benefits, members hired before July 1, 2010,
are vested after three years of covered service; members hired after June 30, 2010, are vested after
five years of covered service. MSRS issues a publicly available financial report that may be obtained
at www.msrs.state.mn.us; by writing to Minnesota State Retirement System, 60 Empire Drive, #300,
St Paul, Minnesota 55103 or by calling (651) 296-2761 or 1-800-657-5757.

b. Benefits provided

Retirement benefits can be computed using one of two methods: the Step formula and the Level
formula. Members hired before July 1, 1989, may use the Step or Level formula, whichever is greater.
Members hired on or after July 1, 1989, must use the Level formula. Each formula converts years and
months of service to a certain percentage. Under the Step formula, members receive 1.20 percent of
the high-five average salary for each of the first ten years of covered service, plus 1.70 percent for each
year thereafter. It also includes full benefits under the Rule of 90 (age plus years of allowable service
equals 90). In contrast, the Level f