


















































































































































































































































,saMoodys Inves~ors Service,
~ PYbIo An<:r1Ce o.portrrMrt

Moody'.lnveato,..~

New YOlk, NY 10007
(2'2)~

1

I

I

Moody" ConflrmsMa Rating 10r Minneapolis, MInnesota's General ObllgaUon Bondi.

But Cite, Caution on HIgh Oebt l.oad

NEW YORK. NIW YORK· JUNE 18, 1995

Effe<:tNe yesterday, Moody's confirmed the Aoa rating assigned to the general obligation bonds of the Citv ofMlnneapcls, ba~e<.t upon the followlng credit cons!?8rauons:
Maintenance of Current Rating Rell•• on ;~.Qted Diminution of HIgh Debt Load
Debt bUrden has risen considerably In recent years as full valuatIon hR~ fAllen whilelhe elty Incurred aslgnlncant quantity of debt • prlmat1~ on behalf of Its downtown r$development efto", and the construetlon ofmalor pubtk projects. Much of the clty's 8Mual debt $el\ll~ requirements ore supported by'tAx Increment:s, .sales taxes, and enterprise net revenues. Although this limits the amount 01 general pro~rty tax-supported debt~ MIAtJon to the budget. eoneem SJ1eee ovor the lncrea$ing burden l:Jorne uy city residents of tnlS growing levelof debt, regardless of whether it is ultimately paJd by taxes or user charges. However, officlal$ asser1 ttlat city .ftnanelng of addltlona' large pubftc proje<:ts ~ not ll~ety for t~e foreseeSOle fUture, oonsequently, dlrtd debtlevets ate expected to dectlne as future borrowing 'Mil be largely nmlted to routIne Improvement profeets.MaJntenanc:e of t"e current prime grade rating relle, upon the expectation that the city's high deb' load wittdecline CNerthe next several years and that full mar1<et values will continUA to exhibit Improvement.
City S«VM .t economlo Cent... 'or Growing TWin C1t1e, Metropolitan Area
Slgnlftcant prtvate end public Investment dut1ng the 1980s enabled the city to maintain its posiijon as theeconomic center of the growing metropolitan area. This was exempllRed by the creation of new~ and theconstNetton of severallerge commercral developmenta. Today, Mlnneapol1s remains the home to sev.rallargeCOtPOratIone as wei II st",lftcant InetituUonEll, retail and entertainment sectors. Moreover,' city unemploymentrates consistently remaIn below state and natonal averages and are currently very low. While an over-supply 01off1ce s~ce throughout the region eontr1Duted to a$lZsble reduction In the clty's taxa~e valU" dumg the early19908, cu".,t stadsttes Indicate that areversal In this negatJve trend is now IJnd~rway. OfflCQ vacancy rutts Inthe central buSIness c1StnGt have sharply declned and the city's fun vaJua~on appears to be on an UJ)swtng.Despite an Increase In the pOVerty rate and continued populatlon lOSies to neighboring $uburba during theprev'ous decade, the elty's socJoeconomlc proffle remalns comparable to that ot the state.
Proven f1nenQtal Management ant,S Contfole I!n~b)e CIty to MaintaIn Healthy Operating BalancM
The city'S General Fund baJl1l'\ce rem4ln.s In exc~ of I~ prudent minimum 100/0 reserve polley. Reserve levetshave been maintained even thoogh arecent pe~od 'of Increased property lax abatements and delinquenciesresulted In unbudgeted revenue shortfaJis. Desplte tl'le expectation of continu6d fIScal pressures prtnclpally due
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to anUClpated federal and state ski redu¢tlons, mal~tenance of ahealthy level ot operating reselYes Is anexpectation 01 this raHng assIalment, glven the cftYs ftnanclal management and controls.
Strong Uquldlty Support For Demand Feature Qn serIes 199!B Bond,
Concurr&nUy with the sale of $3,50&,000 General ¢bflgatlon Improvement Bonds (Current Coupon) andS14.M!,OOO Varlous Purpos. Bondt, Serlet 1Qg5A (Capital Appteclatlon) eehedl.llod for publio bid on June 21,the city Is offering thrcogh negotiation on June 20, $28,845,000 of General Obllgatlon Vartous Purpose Bonds,Sortos 1995B (Variable Rate). Moody's haa asslgned aAooNMl. 1 to the Series eStJnds. The VMIG
com~nent of the vanable rate bond radng reneot!: a) the credit strength of the Issuer. b) addItional liquidity forthe demMd feature I. provtdeO t/tJ a strong standby purchase agreGment (SePA) WIth Bayerische Vereinsbank,A.G. (rated AaoJP.1 by Moody'S)i and 0) satlsfao1Ory legal provisions to ensure tlmely access to the SBPA. TheI1qulClty agreement covers fUll princlpalj accrued Interest on the obllgaUons will be paid by the clly. While thebank's obngatfon to purchase under the SBPA IS e6ndltlooaJ. the condiUans unnAr which It ean refuse topurchase are limIted to Issuer payment defau~ on th$$e bonds or panty general obllgation deb~ generaloblgatlon dAb« Acceleration, bankroptey, Insolvency or amoratorium applIcable to tho IssuOt's debt. AllcondltJOf'$ meet Moody's criteria for termInating ev~t8 and oondlUons precedent to bank payment.
Amount of Debt Affoetsd by Rating: $812,501,474, of vmich $140,540,000 are variable rate demandobngatlons.
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RECOMME~DAnONS

IN GENERAL

1. The public sector should take such actions as are reasonably necessary and
prudent to retain the professional sports currently played in Minnesota.

2. Retention of existing professional sports teams should take priority over
attracting new professional sports teams.

3. Additional public support of professional sports should be broadly based and
financed at a statewide or regional level.

4. Any additional resources directed to any of the current professional teams
should be contingent upon long-term playing agreements (at least 30 years)
restricting portability of franchises to assure that Minnesota will receive the
long-term benefit of renegotiated agreements.

INDUSTRY·WIDE ISSUES

5. The outstanding league-wide issues (salary caps, revenue sharing and collective
bargaining agreements) are beyond the control of the public sector; however,
the public sector should not be penalized for the failure of the national sports
industry to discipline itself. Before any proposal is made for state or regional
involvement in the creation of new or enhanced revenue streams or capital
improvements, the professional sports teams must demonstrate, to the
satisfaction of the public, that public dollars will not be used to compensate
for revenues that might otherwise be available but for the lack of agreement
on national league-wide issues.

PROFESSIONAL BASEBALL

6. The Commission and its certified public accountant should complete their
examination of the Minnesota Twins' financial records.

7. Options for a private-public partnership must be developed to support any
additional public revenues needed.

8. The retention of the Minnesota Twins will require either a) additional
revenue streams in the Metrodome; or b) if a) is not feasible, the
construction of a new baseball stadium.



9. Further research should be pursued to develop all options for private
resources, whether applied to the Metrodome or to a new stadium.

10. The level of public support for the construction of a new stadium should be
determined by a public referendum to the extent allowable under state laws.

11. Before any public revenues are pledged to or spent on a new stadium, private
resources must be maximized.

12. A satisfactory business plan must be developed and be acceptable to the
public before any public revenues are pledged to or spent on a new stadium.
Among other items customarily discussed in a business plan, the plan should
address the marketing plan and revenues attributable to private suites and
private seat licenses, and disclose any long term agreements proposed or
executed with respect to the facility.

PROFESSIONAL FOOTBALL

13. The Commission and its certified public accountant should examine the
Minnesota Vikings' financial records.

14. The Metrodome will need major capital improvements to provide for the
needs of the Minnesota Vikings and their fans, and the Minnesota Vikings will
need additional revenue streams from the Metrodome.

PROFESSIONAL HOCKEY

15. .Acknowledging the priorities established for the retention of the Minnesota
Twins and Minnesota Vikings, the Commission should pursue options for the
attraction of Nlfl.., hockey to Minnesota.
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