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Scope

This report details the financial conditions of 520 special purpose districts that reported their
financial information to the Office of the State Auditor." This report does not include all
special districts, just those that are not reported as component units of a primary local
government.”

Special service districts are those units of local government created or authorized by state law
to perform specific duties or provide specific services in a limited scope. Minnesota statutes
authorize the creation of a variety of special districts or authorities that are counted as
governments. Some special districts are created through special legislation while others are
generally authorized but require approval by either the local voters or elected county, city, or
township boards or councils.

Depending on the type of district and the authorizing legislation, special districts may levy ad
valorem (property) taxes and/or special assessments. Many special districts function similarly
to a private business and charge fees to cover the costs of providing the services. In
governmental accounting, these types of organizations are considered proprietary or enterprise
funds.

Special districts in Minnesota have a variety of fiscal year ends. This report covers the special
districts with fiscal years that end between July 1, 2004 and July 1, 2005. A special district’s
fiscal year may end September 30, 2004, December 31, 2004, March 31, 2005 or June 30,
2005, and a few special districts may have a fiscal year other than those listed.

The effort to collect financial information on special districts revealed several accounting
issues and concerns that are addressed in a number of recommendations presented in this
report. Another issue that delayed the collection of the financial information was the absence
of a complete listing of special districts. To this end, the Office is continuing to recommend
that all special districts whose boards are either elected, comprised of local officials, or
appointed by local officials be required to register with the State Auditor’s Office.

This report categorizes special districts into 27 functional categories such as airport
commissions, hospital districts, sanitation districts, etc. The summary tables present 2004
revenue, expenditure and debt activities of the 520 special districts included in this report.

Table 1 shows the distribution of the 547 districts by their functional type. Tables 2 through 7
show the revenues and expenditures of special districts accounted for in governmental funds.
Tables 8 and 9 show the revenues and expenditures of special district enterprise funds. Table
10 summarizes the outstanding indebtedness of all special districts.

' The number of special districts in this report is 547 but 27 of these special districts failed to report their
financial information to the Office of the State Auditor. The State Auditor’s Office is unsure of the exact
number of special districts in the state but a current count shows 556.

2 An example of a district not included in this report would be a city Housing and Redevelopment Authority
(HRA) whose financial activities are included in the city’s annual financial audit.
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Overview

According to the U.S. Census Bureau, Minnesota has the seventh highest number of local
governments in the country. Most people are familiar with common local entities such as
counties, cities, townships, and school districts. This report focuses on a fairly common but
relatively unknown level of government called special districts. We call special districts
Minnesota’s “hidden government” because taxpayers are often not aware of the districts or
their purpose.

For purposes of this report, we have included as “special districts” local and regional
government entities that are authorized or created by state law, but may require approval of
local officials and/or citizens to become a functioning entity. This report includes public
entities with a special or limited purpose that are financed by public funds and not included in
a city, county, or town financial report as a component unit. Mental Health Collaboratives and
family Services Collaboratives, publicly financed entities whose governing boards include
both representatives of public agencies and private service providers are also included in this
report. Some entities created by local governments solely under authority of the joint powers
act, Minn. Stat. § 471.59, are also included.

This report presents summary financial information for 520 special districts that provided
their financial statements upon request by the State Auditor but also includes the 27 special
districts that did not comply with the Auditor’s request for financial information as authorized
under Minn. Stat. §§ 6.74 and 16C.05, subd. 5.° Table 1 shows, by district type, the
distribution of the 547 special districts that reported their financial information to the Office
of the State Auditor.

Table1: Number and Typesof Special Districts Reporting Financial Data, 2004

Number of Number of

Special District Type Special districts Special District Type Special districts
Airport Commissions 4 Port Authorities 1
Cable Commissions 4 Public Safety Districts 22
Drainage and Conservancy District 1 Regional Development Commissions 10
Education Districts 3 Recreation Authorities 3
Electric 3 Regional Railroad Authorities 5
Health/Human Services 15 Rural Water Systems 6
Hospital Districts 21 Sanitation Districts 43
Housing and Redevelopment Authorities 94 Service Cooperatives 9
Joint Powers 12 Soil and Water Conservation Districts 91
Lake Conservation Districts 2 Solid Waste Commissions/Boards 4
Lake Improvement Districts 10 Training Centers/Councils 2
Library Districts 15 Transit Commissions 4
Mental Health Collaboratives 94 Watershed Districts 43

Watershed Management 27

3 See Appendix 1 for a listing of special districts that failed to send their financial reports to the State Auditor.



Revenues

Special districts in Minnesota account for their financial activities in both governmental funds
and enterprise (also called proprietary) funds. Special districts that rely on general revenue
such as taxes and intergovernmental revenue to fund their operations use governmental funds
to account for their financial activities. They do not report a profit or loss, and are not
expected to recover their costs through charges to users of the service. In contrast, special
districts established as enterprise funds account for their activities in a profit/loss statement
and are generally expected to recoup their costs through user fees. In 2004, special districts
had governmental fund revenues of $746.1 million and enterprise fund operating revenues of
$1.51 billion for a combined total of $2.25 billion.

Governmental Funds

Special districts using governmental fund accounting raised total revenues of $746.1 million
in 2004 (due to a growing number of districts reporting their financial information, this report
does not compare 2003 totals to 2004 totals.) The primary sources of revenues for these
districts were charges for services ($239.0 million), state grants ($203.2 million), and taxes
($138.7 million). The heavy reliance on charges for services (32 percent of revenues)
highlights a significant difference between their county or city counterparts which generate
about 10 percent of their revenues from charges for services.

Figure 1 shows special district revenue by source.

Figure1l: Special District Governmental Fund
Revenues by Sour ce, 2004
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When revenues are broken out by type of district, service cooperatives and regional
development agencies stand out in terms of their sheer size. There are currently nine service
cooperatives in Minnesota. These cooperatives were created in 1976 to foster cooperation
between educational entities, and now include all types of local governments and some non-
profit organizations. Service cooperatives receive no tax dollars and are funded primarily
through charges for services and memberships. Two service cooperatives, the Southwest-
West Central Service Cooperative and the Resource Training and Solutions Cooperative,
accounted for over 88 percent of all service cooperative revenues. Among regional
development and planning agencies, a single agency, the Metropolitan Council, accounted for
90 percent of the revenues raised in this category of special districts.

To put the $746.1 million of governmental fund revenue generated by special districts in
perspective, the 1,790 townships in Minnesota received total revenues of $224.1 million in
2004, while counties and cities generated total revenues of $4.46 billion and $4.0 billion,
respectively.

Figure 2 shows total revenues by special district type.

Figure 2. Total Governmental Fund Revenues by
Special District Type, 2004
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Enterprise Funds

Special district enterprise operations collected operating revenues of $1.51 billion in 2004".
Almost all revenue collected by proprietary special districts is generated through user fees for
goods and services. Examples of these special districts include hospitals and electric
agencies. In addition to operating revenues, special districts received non-operating revenues
from taxes, interest earnings, intergovernmental revenues, and other types of revenues totaling
$569.1 million.

Six types of districts, (service cooperatives, hospital districts, electric agencies, RDC’s,
airport commissions, and HRA’s) account for 90 percent of total operating revenues. Figure 3
shows operating revenues of special districts by special district type

Figure 3: Enterprise Fund Operating Revenues by
Special District Type, 2004
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Expenditures

Special districts provide a variety of services to citizens both through governmental and
enterprise funds. Districts are often created to address issues that transcend traditional local
government boundaries. Common functional responsibilities include watershed management,
solid waste management, and regional planning and development.

In 2004, special districts spent $740.9 million from governmental funds and had $1.87 billion
in operating expenses from enterprise funds for a combined total of $2.61 billion.

Governmental Funds

Among the services provided by special districts through governmental funds, those related to
education, transportation, and human services were the three largest categories. Of the $740.9
million in governmental fund expenditures, $643.5 million were current expenditures, $46.6
million were capital expenditures, and $50.8 million were debt service payments.

Figure 4 shows the share of total expenditures that each category represents. Each category
except debt service includes both current and capital expenditures.

FHaured: Speda Digriat Governmental Fund Expenditures, 2004
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As with revenues, service cooperatives represent the largest category of spending by special
districts. Among the service cooperatives, two cooperatives accounted for 89 percent of total
expenditures. The two cooperatives were the Southwest-West Central Service Cooperative
and the Resource Training and Solutions cooperative. After service cooperatives, regional
development agencies accounted for the next highest level of spending. Among regional
development agencies, the Metropolitan Council accounted for 91 percent of expenditures.

Figure 5 shows the distribution of governmental fund spending by district type.

Figure5: Total Governmental Fund Expenditures by
Special District Type, 2004
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Enterprise Funds

Special districts operating as enterprise funds had total operating expenditures of $1.87 billion
in 2004. This is more than twice the level of expenditures of governmental fund special
districts.

Special districts using enterprise fund accounting provide services and goods to citizens in
their service areas. Some special districts charge enough to cover their costs while many
others do not. Overall, special district enterprises had operating losses of $361.2 million in
2004 (operating revenues minus operating expenses). This means that reserves, taxes,
intergovernmental revenues, and other non-operating sources of revenues were used to cover
the operating losses.

It is interesting to note that while many enterprises had small operating losses, a few key
enterprises accounted for the majority of the losses. For example, the Metropolitan Council
Bus Transit enterprise lost $165.0 million in 2004. This is equal to about 46 percent of the
total operating losses for all special district enterprises. The Minneapolis Public Housing
Authority also posted significant operating losses totaling $88.9 million. In contrast, the three
Municipal Power Agencies generated operating income of $70.7 million.

Figure 6 shows the expenditures of special districts established as enterprises.

Figure 6: Enterprise Fund Operating Expenditures by Special
District Type, 2004
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Long-Term Debt

Special districts reported $5.12 billion in outstanding long-term debt in 2004. Five special
districts (the Metropolitan Airports Commission, the Southern Minnesota Municipal Power
Agency, the Metropolitan Council, the Northern Minnesota Municipal Power Agency, and the
Western Minnesota Municipal Power Agency) accounted for 86 percent of the debt. One
agency, the Metropolitan Airports Commission, accounted for $1.86 billion or 36 percent of
the total outstanding long-term debt of special districts. Figure 7 shows the level of long-term
debt by special district type.

Figure 7. Outstanding Long-Term Debt, 2004
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On a per capita basis, special districts carried long-term debt of $995. This amount is less
than cities and school districts but more than counties and townships. Figure 8 compares the
per capita long-term debt of various levels of local government.

Figure8: Outstanding Long-Term Debt per Capita, 2004
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Recommendations

The State Auditor’s Office made a number of recommendations in the 2003 report meant to
enhance the oversight and transparency of special district finances. = While those
recommendations that required legislative approval were ultimately sidelined during the 2006
legislative session, there appeared to be wide bipartisan support for them.” The State Auditor
hopes that these legislative changes will be passed during the 2007 legislative session.

The State Auditor’s Office found better compliance during the 2004 reporting cycle but is
reiterating the recommendations of the 2003 report. These recommendations are as follows:

Special District Clearinghouse

The State Auditor’s Office found it difficult to determine the full universe of special districts
in the state because there is no central location to report the establishment of such districts.
To remedy this situation, the Office continues to recommend that the State Legislature require
that all special districts whose governing body is appointed by or made up of local officials, or
directly-elected, be required to provide their by-laws, agreements, or articles of incorporation
to the Office of the State Auditor.

Financial Statements

In many instances, Minnesota Statutes do not define when a district should have an audit.
Also, for some districts required to have an audit, Minnesota Statutes do not define the type of
audit. Therefore, the State Auditor recommends that the State Legislature enact the following
reforms for the audits and financial statements of certain special districts that are not subject
to financial and reporting requirements under other law.

e For districts not having an audit, the financial statements should be prepared in a
format similar to the reporting requirements for cities reporting on a cash basis.

e For districts under $150,000 in annual revenues, an audit should be conducted once
every five years. The audited financial statements should be prepared in a manner
similar to the reporting requirements for cities under 2,500 in population.

e For districts with total annual revenues between $150,000 and $500,000, audits should
be conducted annually. Also, financial statements should be prepared based on GAAP
or on an Other Comprehensive Basis of Accounting. If the financial statements are
not prepared on a GAAP basis, they should be prepared in a manner similar to the
reporting requirements for cities under 2,500 in population.6

’ The Minnesota House passed House File 2872 with a vote of 131-0 on March 30™ of the 2006 legislative
session.

% The Office of the State Auditor has developed accounting manuals that provide local officials and private CPA
firms with detailed guidelines on preparing financial statements. These publications are available on the State
Auditor’s website at: www.auditor.state.mn.us.

12



e For districts with over $500,000 in total annual revenues, financial statements should
be prepared in accordance with generally accepted accounting principles (GAAP).

Legislation to this effect (2005 H.F. 2872;S.F. 2612) was introduced in 2005, but it was not
enacted.

Timely Financial Statements

Governing boards need financial information on a current basis to make informed decisions
on the operation of the districts. Financial statements that are presented to the board as much
as a year later are of limited value to the board. The State Auditor continues to recommend
that the Legislature modify state statutes so that the financial statements or audits must be
completed and presented to the governing board within 180 days after the end of the district’s
fiscal year.

Computer Accounting Software

Our reviews of the financial statements of special districts found that not all entities used
computer-based accounting software to prepare their financial statements. The State Auditor
continues to recommend that Special Districts use computer accounting software (i.e.
QuickBooks, PeachTree, etc.) to assist the accounting personnel in performing their functions.
Accounting software will provide the district with the ability to more easily produce financial
reports. In addition, it will improve the efficiency of the accounting function.

13
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Appendix 1

Listing of Special Districts That Failed to Report to the State
Auditor’s Office

Buffalo Ridge Regional Railroad Authority

Carver County Integrated Services Council

Central Minnesota Soil & Water Conservation District
Clearwater Sanitary District

East Lake Clinic District

Elko/New Market Wastewater Treatment Facility & Sewer System
High Island Creek Watershed District

Hopkins Family Services Collaborative

Hubbard County Family Services Collaborative

Joe River Watershed District

Kittson-Marshall Rural Water System

Little McDonald-Paul-Kerbs Lake Improvement District
Lower St. Croix Valley Fire Protection District

15

Lyon-Murray Counties Family Services Collaborative
Marine on St. Croix WMO

Moose Lake-Windemere Area Sanitary Sewer District
North Long Lake SSD

Oakland Sanitation District

Pelican Group of Lakes Improvement District

Rush Lake Sanitary District

Scott Joint Prosecution Association

Southeast Minnesota Technical Support Joint Powers Board
Stearns - Benton Employment and Training Council
Stevens County Family Services Collaborative
Stockton-Rollingstone MN City Watershed District
Tower & Breitung Water and Sewer Commission
Wannaska Sanitary District
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Appendix 2
Special District Descriptions

The Minnesota Legislature has authorized a variety of special districts or authorities that are
counted as governments.

Area Ambulance Districts. Created by special acts of the legislature, these districts provide
ambulance service to their area. They are governed by boards appointed by member cities,
towns, and counties. Districts may levy property taxes and issue bonds.

Area Redevelopment Agencies. Agencies that provide redevelopment may be established
by a joint powers agreement between two or more municipalities. A joint board consisting of
one member appointed by the Governor and the remainder by the municipalities served
governs each agency. The agency may collect fees, rentals, and charges; issue bonds; and with
approval of the municipalities served, may levy property taxes and special assessments. The
Moorhead-Clay County Area Redevelopment Agency was created by a special act with
similar provisions. These agencies are distinct from municipal redevelopment agencies.

Children’s Mental Health Collaborative.  Entities formed by the agreement of
representatives of the local system of care including mental health services, social services,
correctional services, education services, health services, and vocational services for the
purpose of developing and governing an integrated service system. A local coordinating
council, a community transition interagency committee as defined in section 125A.22, or an
interagency early intervention committee may serve as a local children's mental health
collaborative if its representatives are capable of carrying out the duties of the local children's
mental health collaborative set out in sections 245.491 to 245.495.

Hospital Districts. Municipal hospital districts, authorized in 1959, may be established by
resolution of the governing bodies of any two or more contiguous cities (except first class) or
townships. A referendum is required if requested by the voters. The district hospital board
consists of one member elected from each constituent government plus one member elected at
large. The board may collect charges for services, levy taxes, accept county appropriations,
and issue general obligation bonds with the approval of the voters.

Housing and Redevelopment Authorities (HRA’S). Minnesota Statutes allow a housing
and redevelopment authority be established in each municipality and most counties on
resolution of the respective governing bodies. Multi-county authorities may also be
established. Each authority is administered by a board of commissioners appointed by the
mayor with the consent of the municipal governing body or by the county governing body, as
appropriate. Authorities may issue revenue bonds, fix and collect rentals, and accept grants,
gifts, and contributions. A property tax may be levied with the approval of the establishing
government. The Minneapolis Public Housing Authority, organized in 1986, was established
under this law.

17



Special acts authorize city-governing bodies to serve as housing authority commissioners ex
officio in a few localities. A housing authority governed by the city governing body is not
counted as a separate government.

Mental Health Collaboratives. In order to qualify as a family services collaborative, a
minimum of one school district, one county, one public health entity, one community action
agency, and one Head Start grantee who must agree in writing to provide coordinated family
services and commit resources to an integrated fund. Collaboratives are expected to have
broad community representation, which may include additional school districts, counties, and
public health entities, other municipalities, public libraries, existing culturally specific
community organizations, tribal entities, local health organizations, private and nonprofit
service providers, child care providers, local foundations, community-based service groups,
businesses, local transit authorities or other transportation providers, senior citizen volunteer
organizations, parent organizations, parents, and sectarian organizations that provide
nonsectarian services.

A collaborative must establish an integrated fund to help provide an integrated service system
and fund additional supplemental services. The integrated fund may consist of federal, state,
local, or private resources. The collaborative agreement must specify a minimum financial
commitment by the contributors to an integrated fund. Contributors may not reduce their
financial commitment except as specified in the agreement or by federal declaration.

Metropolitan Airports Commission. An agency that was created by special legislation to
provide, operate, and maintain airports in the Minneapolis-St. Paul metropolitan area. It is
governed by a board of commissioners comprised of the mayors of Minneapolis and St. Paul
or their appointed representatives acting in an ex officio capacity, plus 13 additional members
(including the chairperson) appointed by the Governor. The commission may set rates, collect
fees and rents, levy property taxes, and issue general obligation bonds.

Metropolitan Council. An agency that was created by a special act primarily to coordinate
planning and development, operate transit, and sewage disposal systems in the Minneapolis-
St. Paul metropolitan area. It has been given broad powers to review and require consistency
and compatibility of all comprehensive plans of governments in the seven-county area. The
council consists of 17 members appointed by the Governor. It may levy property taxes and
may issue bonds.

Metropolitan Mosguito Control District. A special act permits any two or more counties in
the Minneapolis-St. Paul area to establish this district. A 17-member commission, composed
of members of the boards of county commissioners from each of the participating counties,
governs the district. The district may certify the amount of property taxes to be levied on its
behalf.

Metropolitan 911 Board. The Metropolitan 911 Board was established by Joint Powers
Agreement for the purpose of overseeing the 911 system in the metropolitan area of
Minneapolis/St. Paul. The functions of the former Metropolitan Radio Board were transferred
to this board. The board consists of commissioners from the counties of Anoka, Carver,
Dakota, Hennepin, Ramsey, Scott, and Washington Counties.The board is authorized to

18



exercise authority as is necessary and proper to effectively achieve the goals and objectives of
its mission:

The goals and objectives are to implement the 911 plan of each county to install, operate and
maintain the regional 911 system; and is authorized to exercise those powers required to
discharge the duties imposed by Minnesota Statutes Chapter 403, rules and regulations
promulgated by the State of Minnesota, Department of Administration, and Minnesota
Statutes, section 471.59. The Metropolitan 911 Board also administers the metro region EMS
(Emergency Medical Service) program through a grant from the EMS Regulatory Board.

Metropolitan Sports Facilities Commission. This agency was established in 1977 to
provide sports stadiums in the Minneapolis-St. Paul area. The commission consists of seven
members, six of whom are appointed by the Minneapolis City Council, and one member
appointed by the Governor. It may fix rents, fees, and charges, and impose admissions taxes.
The Metropolitan Council issues bonds to finance construction of facilities owned by the
commission. The commission may also receive the proceeds of municipally-imposed sales
taxes.

Municipal Power Agencies. The agencies are established by written agreement between two
or more member cities, upon resolution of the respective city governing bodies, to generate
and distribute electric power. A board, consisting of representatives of the governing bodies
of the member cities, governs each agency. The number of representatives per city and their
manner of selection are specified in the agreement establishing the agency. Municipal power
agencies may impose service charges, accept appropriations and grants from member cities,
and issue revenue bonds.

Park Districts. These districts are authorized under a general law applicable only to counties
with 350,000 or more inhabitants; adjoining counties may also be included in the district.
Establishment is by the board of county commissioners following petition of voters or
resolutions adopted by a majority of the governing bodies of the cities within each county in
the proposed district; local referendum is required if petitioned for or if the county
commissioners so desire.

The Three Rivers Regional Park District (formerly the Hennepin County Park Reserve
District) was established under this law to provide park facilities in Hennepin County. Multi-
county park districts may include all or part of two or more counties, exclusive of first class
cities. An elected board of commissioners governs each district. The district may fix charges
and issue bonds. The district may also determine the amount to be contributed by each
participating government.

Regional Development Commissions. These commissions, which coordinate state, federal,
and local planning and development programs, are established by the Governor following
petition by a combination of the governing bodies of the cities and counties representing a
majority of the population residing in the area of the proposed commission. Each commission
consists of members chosen from local governing bodies, councils of governments, Native
American tribal councils, and public interest groups. The commission by-laws specify the
method of selection of board members. Regional development commissions may receive
state and Federal grants, and may levy property taxes.
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Regional Public Library Districts. These districts were established by special acts to
provide regional library services to specific areas. They are governed by boards consisting of
elected directors, and, in some cases, including a member appointed by each county. The
district may levy property taxes and issue debt.

Regional Public Library Systems. Regional library systems are formed by an agreement
between two or more counties and/or cities located in two or more counties after approval by
existing library boards. The system is governed by representatives appointed by member
governments as specified in the agreement. The system receives statutorily prescribed funding
from member governments and the proceeds of an earmarked library tax.

Regional Railroad Authorities. Regional railroad authorities to preserve and improve
local freight or passenger rail service may be established by resolution adopted by the
governing body of one or more counties, after application to the Secretary of State. A board
of five or more commissioners governs each authority. The number of commissioners
appointed by each member county is specified in the certificate of incorporation. The
authority may charge fees and rentals and issue revenue bonds; with voter approval, it may
levy property taxes. Authorities of this type that are governed by the county board of
commissioners ex-officio are not counted as separate special district governments.

Rural Development Financing Authorities. Authorities to acquire, construct, and improve
agricultural development and improvement projects are established by resolution of one or
more counties. A board of directors, appointed by the county governing bodies of the counties
served, governs each authority. The authorities may fix charges for their services, levy special
assessments, and receive state contributions (including proceeds from tax increment
financing).

Rural Water User Districts. Rural water user districts to conserve, store, and distribute
water may be established under general law upon petition of at least 50 percent of the
landowners to the State District Court. If the district includes an area within a city, then the
petition must include a resolution of the city governing body. An elected board of directors
governs each district. The districts may impose service charges and issue revenue bonds.

Sanitary Districts. Sanitary districts may be established by the Minnesota Pollution Control
Agency on petition of the governing bodies of one or more county, municipal, or township
governments. A board of managers, selected by the governing bodies of the constituent
governments, governs each district. The district may fix service charges, accept gifts and
grants, and issue bonds. Similar provisions apply to the Western Lake Superior Sanitary
District, and Cross Lake Area Water and Sanitary Sewer District which were established by
special acts. Regional sanitary sewer districts are created by special acts, with substantially
uniform provisions, that enumerate the cities and townships included therein. A board of
directors, with one member appointed by the governing body of each participating city or
township, governs the district. Each district may fix service charges, levy property taxes and
special assessments, and issue bonds.

Service Cooper atives. The primary purposes of service cooperatives are to perform planning
on a regional basis and to provide those services that can be better provided by a service
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cooperative than by the members themselves. Examples of services offered include:
administrative services, curriculum development, data processing, distance learning and other
telecommunication services, community services, fiscal services and risk management
programs, technology planning, training, and support services, cooperative purchasing
services. A school district, city, county, or other governmental unit or nonprofit organization
may belong to one or more service cooperative.

A majority of the members of the board of directors must be current members of school
boards of participating public school districts. Election of the school board members to the
board of directors is by vote of all current school board members of participating public
school districts with each school board member having one vote. The remaining board
members may be representatives at large appointed by the board members or elected as
representatives by other participating agencies, such as cities, counties, or other governmental
units.

Soil and Water Conservation Districts. Soil and water conservation districts are created by
the State Soil and Water Conservation Board on petition of landowners after referendum. An
elected board of supervisors governs each district. The board may require contributions from
benefited landowners and accept state or federal aid. In addition, the county may levy
property taxes and issue bonds for the benefit of the district.

Solid Waste Management Districts. Solid waste management districts may be established
to build and operate solid waste facilities of the State Waste Management Board following
petition from governing bodies of at least half the counties that lie wholly or in part within the
proposed district. Each participating government appoints two members to the district board
of directors. The district may charge fees and issue revenue bonds.

Transit Commissions. The Metropolitan Transit Commission was abolished in
1994 and its powers transferred to the Metropolitan Council. The St. Cloud Metropolitan
Transit Commission was established by a 1969 law. It consists of members appointed by the
governing bodies of the participating municipalities. The commission may issue revenue
bonds, impose charges, and levy property taxes.

Water shed Districts. General law authorizes the State Board of Soil and Water Resources to
establish these districts to provide flood control, reclamation, water supply, sewerage,
drainage, and soil and water conservation on petition of landowners and after public hearing.
The governing body is a board of managers, appointed by the county boards of
commissioners. The district board may levy special benefit assessments and property taxes
and may issue revenue bonds.
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Table 2

Summary of Revenues
For the Fiscal Years Ending Between July 1, 2004 and June 30, 2005

Per cent of
Governmental Funds Amount Total Revenues

REVENUES
Taxes 138,687,962 18.59%
Special Assessments 5,638,485 0.76%
Licenses and Permits 862,230 0.12%
Intergovernmental Revenues

Federal Grants 57,193,817 7.67%

State Grants 203,225,886 27.24%

Local Grants 67,896,393 9.10%

Total Intergovernmental Revenues 328,316,096 44.01%
Charges for Services 239,032,953 32.04%
Fines and Forfeits 265,574 0.04%
Interest Earnings 8,951,659 1.20%
All Other Revenues 24,317,875 3.26%
Total Revenues 746,072,834 100.00%

OTHER FINANCING SOURCES
Borrowing 63,887,331
Other Financing Sources 15,382,071
Transfers

Enterprise Funds 2,263,447

Governmental Funds 12,783,614

Total Revenues and Other Sources 840,389,297
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Table3
Summary of Expenditures
For the Fiscal Years Ending Between July 1, 2004 and June 30, 2005

Per cent of
Governmental Funds Amount Total Expenditures
EXPENDITURES
General Government
Current Expenditures 10,727,665 1.45%
Capital Outlay 766,984 0.10%
Public Safety
Current Expenditures 30,582,652 4.13%
Capital Outlay 514,210 0.07%
Transportation
Current Expenditures 91,082,414 12.29%
Capital Outlay 15,293,474 2.06%
Sanitation
Current Expenditures 25,914,410 3.50%
Capital Outlay 796,343 0.11%
Health
Current Expenditures 11,100,714 1.50%
Capital Outlay 931,717 0.13%
Human Services
Current Expenditures 95,266,200 12.86%
Capital Outlay 85,639 0.01%
Education
Current Expenditures 216,441,958 29.21%
Capital Outlay 1,508,732 0.20%
Libraries
Current Expenditures 23,883,922 3.22%
Capital Outlay 2,461,222 0.33%
Parks and Recreation
Current Expenditures 52,175,898 7.04%
Capital Outlay 6,957,206 0.94%
Housing and Redevelopment
Current Expenditures 5,551,531 0.75%
Capital Outlay 10,028 0.00%
Economic Development
Current Expenditures 18,974,416 2.56%
Capital Outlay 11,583 0.00%
Conservation of Natural Resources
Current Expenditures 61,372,980 8.28%
Capital Outlay 17,194,014 2.32%
All Other
Current Expenditures 441,802 0.06%
Capital Outlay 89,003 0.01%
Debt Service
Principal 39,040,587 5.27%
Interest 11,757,893 1.59%
Total Current Expenditures 643,516,562 86.85%
Total Capital Outlay 46,620,155 6.29%
Total Debt Service 50,798,480 6.86%
Total Expenditures 740,935,197 100.00%

OTHER FINANCING USES

Other Financing Uses 10,467,138
Transfers
Enterprise Funds 17,850,112
Governmental Funds 12,783,614
Total Expenditures and Other Uses 782,036,061
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RECENT ANNUAL REPORTS, SPECIAL STUDIES, AND BEST PRACTICES REVIEWS
FROM THE OFFICE OF THE STATE AUDITOR

Financial Trends of Minnesota School Districts and Charter Schools: 2001 to 2005

This annual report provides five years of data and rankings based on the per pupil revenues, expenditures, and debt for all
regular Minnesota school districts and charter schools. The report also provides rankings on student demographics, average
teacher salaries, fund balances, and other statistics. June 2006

2005 Local Government Lobbying Expenditures
This annual report lists what local government and associations of local governments spend to lobby the Legislature and
agencies of the state administration. April 2006

Minnesota County Finances

This annual report lists the sources and audited amounts of revenues, expenditures and debt for Minnesota counties during
the most recent fiscal year (year-ended 2004). It includes analysis of counties’ enterprise operations and the fund balances for
the general and special revenue funds. The report also includes summary budget data for 2005 and 2006. March 2006

An Analysis of Minnesota’s Municipal Liquor Store Operations in 2004
This annual report details the sales and profits of Minnesota’s municipally-owned and operated liquor stores. December 2005

2004 Minnesota City Finances — “ The State Auditor’s Big Book of Cities”
This annual report lists the sources and amounts of revenues, expenditures and outstanding debt for all Minnesota cities for
the most recent audited fiscal year (year-ended 2004). It also examines enterprise operations. December 2005

Best Practice Review: Contracting and Procurement in the Public Sector
The best practices review provides detailed steps that can help increase accountability, reduce liability, and encourage
savings when contracting and procuring in the public sector. November 2005

Minnesota Township Finances
This annual report lists the sources and amounts of revenues, expenditures and outstanding debt for Minnesota towns for the
most recent fiscal year (2004). October 2006

Annual Summary of Local Government Finances
This new annual report provides a summary of all local government finances: counties, cities, school districts, townships and
special districts for the most recently audited fiscal year. August 2005

Special District Finances
This annual report lists the sources and amounts of revenues, expenditures and outstanding debt for all special districts
in Minnesota for the most recent audited fiscal year. August 2006

Best Practices Review: Cooperative Effortsin Public Service Delivery
The best practices review highlights examples of successful local government cooperation and offers guidance to those local
governments pursuing cooperative efforts. December 2004

Special Study: Municipal Enterprise Activity
This study, requested by a bipartisan group of legislators, examines the financial information of enterprise fund operations of
Minnesota cities from 1998 to 2002. March 2004

Special Study: School Superintendent Compensation
This special study examined the compensation (salary, benefits, severance, etc.) of Minnesota School Superintendents from
1997 to 2002. September 2003

Special Study: Local Government Aid and its Effect on Expenditures
This special study examined the effect the state program known as Local Government Aid has on expenditures for cities over
2,500 in population. February 2003

If you are interested in one of these recent reports, they are available on our web site at
www.auditor.state.mn.us. You can also call our office at (651) 297-3688 or email us at
gid@auditor.state.mn.us to request a copy of the report.





