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 Scope of Report 
 
This publication is intended to facilitate the understanding of city financial operations by 
citizens, local government officials, and other policy makers.  The report summarizes, through 
data tables and charts, the financial operations of Minnesota cities for calendar year 2005.  These 
cities are required to annually submit annual financial reports to the Office of the State Auditor.  
 
For the fourth year, this publication combines both cities over and under 2,500 in population.  
The return to this format should allow readers to examine the trends in all cities rather than just 
for those over or under 2,500 in population.   
 
The data presented in this report is divided into governmental funds and proprietary funds.  The 
governmental funds consist of the General, Special Revenue, Capital Projects, and Debt Service 
Funds.  The first section provides an overview of all cities and compares cities over and under 
2,500 in population. The second section of the report presents a detailed overview of the 
financial operations of cities over 2,500 in population.  The third section provides a detailed 
overview of the financial operations of cities under 2,500 in population.   
 
Following the overviews, Tables 4 and 5 present a summary of the activities in the governmental 
funds of all cities over 2,500 in population. Tables 6 through 9 present a summary of the 
activities in the governmental funds of cities over 2,500 in population.  Tables 10 through 12 
present a summary of the activities in the governmental funds of cities under 2,500 in population. 
Tables 13 through 15 present the data by individual city. 
 
The enterprise or proprietary funds of cities are presented separately from the governmental 
funds.  Minnesota cities operate many types of public service enterprises.  The enterprises 
furnish a variety of services and operate wholly or in large part with revenues derived from the 
sale of goods or services.   Tables containing detailed information about the financial operations 
of the municipal public service enterprises can be found online at www.auditor.state.mn.us. 
 
Table 16 lists the bonded and other long-term debt outstanding as of December 31, 2005, by 
individual city.  Other long-term debt refers to liabilities such as long-term lease agreements, 
installment purchase contracts, and notes. 
 
Tables 17 and 18 present an analysis of the 2004 and 2005 unreserved fund balances in the 
General and Special Revenue Funds of all cities reporting on a modified accrual basis.  Table 17 
details the actual unreserved fund balances, the percentage change in unreserved fund balances 
from 2004 to 2005, and a comparison to 2005 total current expenditures.  Table 18 presents the 
fund balance data sorted by unreserved fund balances as a percent of total current expenditures. 
This table also classifies the fund balances based on standards set by the Office of the State 
Auditor.  An analysis of unreserved fund balances for cities using a cash basis of accounting is 
not provided.   Those cities using a cash basis of accounting report a single cash balance for all 
governmental funds at the end of the fiscal year.  Cities using an accrual basis of accounting 
report separate fund balances for all of their governmental funds and denote the amounts that are 
reserved and unreserved.  Because of the accounting differences, a comparative analysis of 
unreserved fund balances is not appropriate for cities that use a cash basis of accounting. 
Appendix B provides a more detailed discussion of fund balances.  
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Accounting Difference for Cities Over and Under 2,500 in Population 
 
For cities in Minnesota, the classification as over or under 2,500 in population helps to determine 
the type of governmental accounting to which they must adhere. All cities over 2,500 in 
population must have an annual audit that follows Generally Accepted Accounting Principles 
(GAAP), which is a modified accrual basis of accounting.  Accrual Basis Accounting recognizes 
an economic transaction or event as revenues in the operating statement when the revenues are 
both measurable and available to liquidate liabilities of the current period. Available means 
collectible in the current period or soon enough thereafter to be used to pay liabilities of the 
current period. Similarly, expenditures are generally recognized when an event or transaction is 
expected to draw on current expendable resources.   
 
Cities under 2,500 may opt to use a cash basis of accounting.  In 2005, 259 of the 644 small 
cities (40.2 percent) opted to use a cash basis of accounting.  Cash basis accounting provides for 
the recording of revenues when received in cash and the recording of expenditures when paid in 
cash. While cash basis accounting may be allowed under Minnesota Statutes, it does not 
facilitate as accurate a reporting of financial position as generally accepted accounting principals. 
 
The 2000 census decreased the number of cities classified as under 2,500 in population from 668 
to 646.  From 1991 to 2000, cities were classified as over or under 2,500 in population based on 
the 1990 census.  This was true even if their estimated population changed.  From 2001 through 
2011, cities will be classified based on the 2000 census.  Due to population growth, the following 
cities are no longer classified as under 2,500 in population: Albertville, Annandale, Appleton, 
Becker, Byron, Centerville, Chisago City, Cokato, Cold Spring, Greenfield, Lindstrom, Milaca, 
Montgomery, Perham, Rogers, Roseau, Spring Valley, St. Francis, Victoria, Wabasha, 
Watertown, Wyoming, Zimmerman, and Zumbrota.  Two cities, Lauderdale and Osseo, lost 
population between the 1990 and 2000 census and are now included with the group of cities 
under 2,500 in population.   
 
In addition to this publication, an enhanced version of the report is available on the State 
Auditor’s web site.  The enhanced version provides additional tables and analysis of the data that 
were not included in the printed copy.  Also, the Office of the State Auditor maintains an 
interactive database containing several years of data that can be accessed through the State 
Auditor’s web site.  The database allows users to customize the presentation of data to their 
individual needs.  For example, a user can select a group of cities they want to compare, the 
criteria on which to compare them, and the time frame in which to compare them.  The query can 
then be viewed on screen or saved to a file for downloading.  The State Auditor’s web site 
address is www.auditor.state.mn.us. 
 
 

2



Comparison and Overview  
2005 Finances for All Minnesota Cities  

 
Revenues 
 
Total revenues of the governmental funds for all Minnesota cities amounted to $4.21 billion in 
2005.  This represents an increase of 5.3 percent from 2004 revenues.  Total revenues of cities 
over 2,500 in population increased 5.1 percent, while revenues of cities under 2,500 in 
population increased 6.5 percent.  
 
There are significant differences in how city services are funded between the two city types. 
Cities under 2,500 are much more dependent on intergovernmental revenues than cities over 
2,500.  In 2005, intergovernmental revenues accounted for 38.1 percent of total revenues for 
cities less than 2,500 in population compared to 26.8 percent for cities over 2,500 in population.  
Among all cities, intergovernmental revenues accounted for 27.8 percent of total revenues.  
 
Large cities make up for the difference in intergovernmental revenues by taking advantage of 
other tax revenue streams such as tax increments from tax increment financing (TIF) districts, 
franchise, lodging, and local sales taxes.  As a whole, tax revenue from all sources accounted for 
41.9 percent of large city revenues in 2005, compared to 30.4 percent of small city revenues.  
Large cities also utilize tax increment financing to a much greater extent than small cities.  
Revenue derived from TIF districts accounted for 2.9 percent of small city total revenues 
compared to 6.1 percent for large cities. 
 
Property taxes account for a similar share of total revenues for these two groups of cities.  For 
large cities, property taxes accounted for 30.0 percent of total revenues compared to 27.1 percent 
for small cities.  For all cities, property taxes accounted for 29.7 percent of total revenues.  
 
On a per capita basis, large cities had total revenues of about $62 more than small cities ($1,006 
to $944). 
 
Expenditures 
 
Total expenditures of the governmental funds for all cities totaled $4.98 billion in 2005.  This 
represented an increase of 4.3 percent over 2004 and reflects an increase of 4.3 percent among 
large cities and 4.2 percent among small cities. 
 
The spending priorities of cities under 2,500 in population differ from those cities over 2,500 in 
population.  For example, cities under 2,500 tend to direct a greater percentage of their resources 
to general government (15.5%) and less to culture and recreation (6.9%) than cities over 2,500 
(9.6% and 12.5% respectively).  The largest budget areas for cities over 2,500 in population  is 
public safety (23.1%) followed by streets and highways (22.2%)  For small cities, the largest 
budget areas are streets and highways (22.6%) followed by public safety (20.2%). 
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Long-Term Debt 
 
Another area where small and large cities (under and over 2,500 in population) differ is in their 
use of debt.  Overall, small cities tend to carry a greater debt burden than large cities.  In 2005, 
small cities carried long-term debt of $1.03 billion, or $2,514 per capita, compared to $7.46 
billion, or $1,965 per capita for large cities. 
 
Unreserved Fund Balances of the General and Special Revenue Funds 
 
A clear difference between the two city types is in the level of unreserved fund balances.  Small 
cities maintain significantly higher fund balances than large cities.  In 2005, unreserved fund 
balances as a percent of current expenditures averaged 93.9 percent for small cities compared to 
51.3 percent for large cities.  These percentages are down slightly from 2001 when the 
unreserved fund balances as a percent of current expenditures averaged 94.8 percent for cities 
under 2,500 and 53.8 percent for cities over 2,500. 
 
The State Auditor’s Office recommends that most cities keep their fund balance at between 35 
and 50 percent of total current expenditures.  Under the Auditor’s guidelines, the average fund 
balance of small cities would be classified as “High” and that of large cities as “Moderately 
High”. 
 
Among the 267 small cities that use an accrual basis of accounting, 124 (46.4%) had an 
unreserved fund balance greater than 100 percent of total current expenditures.  In 2001, 137  
small cities had unreserved fund balances greater than 100 percent of total current expenditures.  
Among the 209 large cities, 35 cities (16.7%) had an unreserved fund balance greater than 100 
percent of total current expenditures.  In 2001, 44 cities had unreserved fund balances greater 
than 100 percent of total current expenditures.  In 2005, unreserved fund balances as a percent of 
total current expenditures among small cities ranged from –61.7 percent in Fisher to 1107.9 
percent in Skyline.  Among large cities, the range was from –14.0 percent in Montgomery to 
304.9 percent in Rockville.    
 
The State Auditor has concerns about the financial health of cities maintaining a fund balance 
below 20 percent of total current expenditures.  These cities may not have enough reserves to 
carry them through financial downturns or unexpected contingencies.  The Auditor also has 
concerns about cities that maintain fund balances far exceeding what is needed to carry them 
through financial downturns.  Taxpayers in cities that have either low or high unreserved fund 
balances should press their local officials to explain the city’s fund balance policy.  It is also 
important to note that this analysis does not include the unreserved fund balances of capital 
project or debt service funds.  These are the funds where one might expect to see higher fund 
balances, because they should be used to account for future capital projects or reserves to pay 
debt service.   
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Overview of Cities Over 2,500 in Population 
 
Total Governmental Revenues 
 
In 2005, cities over 2,500 in population raised total governmental revenues of $3.82 billion to 
finance city services.  This represents an increase of 5.1 percent from the amount raised in 2004.  
The primary funding sources for cities were taxes and state aid.  These two sources accounted for 
62.8 percent of all city revenues.   
 
The sources of large city revenue that grew at the greatest rate between 2004 and 2005 were: 
interest earnings (34.9%), sales tax (14.4%), franchise fees (11.4%), and charges for services 
(8.3%).  Those sources of revenue showing the greatest declines were: gravel taxes (-13.7%), 
gaming taxes (-13.2%), and miscellaneous revenues (-2.3%).   
 
The shares of total governmental revenues generally change very little from year-to-year.  Two 
categories that have shown changes are property taxes and intergovernmental revenues.  Over the 
past five years, property taxes as a percent of total revenues increased from 24.4 percent in 2001 
to 30.0 percent in 2005 (a 23.0 percent change) and intergovernmental revenues which decreased 
from 29.6 percent in 2001 to 26.8 percent in 2005 (a decrease of 9.5 percent).  To further 
examine five-year trends in revenues, refer to Table 4. 
 
Figure 1 shows the relative shares of total governmental revenues by source.  Underlying data for 
this figure is detailed in Table 4. 
 

Figure 1: Total Governmental Revenues

Taxes*
41.9%

Special Assessments
7.1%

Licenses and Permits
4.2%

Federal Grants
4.4%State Grants

20.8%

County & Local 
Grants
1.6%

Charges for Services
10.4%

Fines & Forfeits
1.0%

Interest Earnings
2.9%

All Other Revenues
5.7%

$3,819,314,657

* This category includes property, hotel/motel, sales, franchise, gravel, and gambling taxes, as well as tax increments.
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Total Governmental Expenditures 
 
Cities provide a variety of services to their citizens.  Most expenditures related to these services 
are accounted for in governmental funds.  The governmental funds are classified as the General, 
Special Revenue, Capital Projects, Permanent, and Debt Service funds. In 2005, cities over 2,500 
in population expended $4.48 billion from these various Governmental Funds to provide city 
services.  This represents an increase of 4.3 percent over 2004 total governmental expenditures.  
Total governmental expenditures include current expenditures, capital outlays, and debt service.  
Current expenditures accounted for 56.4 percent of total government expenditures, while capital 
outlay accounted for 26.7 percent, and debt service accounted for 16.9 percent. 
  
The largest category of current expenditures was public safety while streets and highways 
dominated capital outlay expenditures.  Public safety current expenditures accounted for 38.0 
percent of all current expenditures, more than double that of any other category.  Streets and 
highways accounted for 55.8 percent of all capital expenditures, over three times greater than any 
other category of capital outlay. 
 
Two areas showed very large changes in 2005.  Capital outlays related to sanitation increased by 
24649 percent due to the construction of a wastewater treatment facility in Eveleth.  Capital 
outlays related to libraries decreased by 38.8 percent due primarily to the completion of the 
Minneapolis central library. 
 
Figure 2 shows the relative shares of total governmental expenditures by function.  The 
underlying data for this figure is detailed in Table 5.  
 

Figure 2: Total Governmental Expenditures
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9.6%
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3.5%

Capital Outlay for 
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12.5%

$4,479,944,820

* Includes parks and recreation, and libraries
** Includes conservation of natural resources, airport, transit, unallocated insurance, and all other unallocated expenditures.
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Total Revenues, Current and Total Expenditures 
 
During the five-year period of 2001 to 2005, total governmental revenues increased every year 
but 2003. Current and total expenditures increased every year.  Figure 3 below shows the yearly 
increases in revenues set against the current and total expenditures for large cities in Minnesota. 
Generally, revenues have kept pace with expenditures, with the exception of 2004.   
 
Current expenditures have comprised between 49.5% and 56.4% of total expenditures over the 
period.  The variance occurred primarily due to a declining percentage spent on capital projects.  
In 2005, current expenditures accounted for 56.4% of total expenditures, down slightly from 
2004. 
   
Figure 3 compares the trend in total current and total expenditures with the total governmental 
revenues of Minnesota’s large cities.   
 
 

Figure 3:  Total Revenues, Current and Total Expenditures, 2001 to 2005
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Capital Outlay Expenditures 
 
Cities over 2,500 in population expended $1.19 billion on capital investments in 2005.  This 
represents a decrease of 0.2 percent from the level expended in 2004.  Capital outlays are more 
likely than current expenditures to vary significantly from one year to the next.  The reason for 
this is that capital projects tend to be large in size but the associated costs are short-term.  Some 
of the factors that influence the level of capital investments include: demands for public meeting 
places and facilities, the need to replace aging infrastructure, public safety concerns, 
infrastructure improvements for new developments, and damage to public facilities caused by 
disasters. 
 
Table 1 shows total capital outlays in dollars and per capita for large cities.  Figure 4 illustrates 
the trend in capital spending for the years 2001 through 2005. 
 
Table 1: Total Capital Outlay Expenditures in Actual Dollars and Per Capita 
 

Year Total Capital Outlay (actual dollars) Per Capita * 

2001 $1,347,940,294 $375 

2002 $1,156,396,425 $317 

2003 $1,163,674,824 $315 

2004 $1,198,430,759 $320 

2005 $1,194,717,585 $315 
   * Per capita amounts are based on the total population of cities over 
                              2,500 in population. 
 

Figure 4: Total Capital Outlay Expenditures 2001 to 2005
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Debt Service 
 
Debt Service includes expenditures for the principal and interest payments of loans incurred by 
cities.  In 2005, large cities expended a total of $757.3 million on debt service, 16.9% of total 
expenditures.  Between 2004 and 2005 large city debt service expenditures decreased by 1.6 
percent. 
 
There was a significant difference between the first class and fourth class cities in the change of 
their level of debt service.  First class cities showed and increase of 18.1 percent while fourth 
class cities showed a decrease of 9.1 percent.  
 
Figure 5 shows the trend in the percentage of total expenditures allocated to debt service. 
 

Figure 5:  Debt Service as a Percentage of Total Expenditures
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Municipal Enterprises 
 
In addition to Governmental Funds, many cities establish Enterprise Funds to account for 
services that are financed and operated in a manner similar to private business enterprises.  These 
enterprises are intended to be self-sustaining through fees and user charges.  Although some 
enterprises may earn a net profit, most have the objective of breaking even.  Enterprise fund 
accounting is also used to provide more detailed financial information on operations where there 
are public policy, accountability, management control, and other concerns.  The most common 
enterprises created by large cities are for recreation, sewer, and water activities. 
 
In aggregate, large city municipal enterprises posted increases in both net income and net 
transfers between 2004 and 2005.  The net income of large city municipal enterprises increased 
5.3 percent while net transfers (transfers out minus transfers in) from enterprise funds to other 
governmental funds increased 23.8 percent.  An example of this type of transfer is when city 
officials transfer excess reserves from the water utility enterprise fund to the General Fund. 
 
Municipal liquor stores, which are separated from other municipal enterprises because of 
accounting differences, saw an increase of 5.1 percent in profits between 2004 and 2005, and an 
increase in net transfers from municipal liquor operations of 10.1 percent. 
 
Figure 6 examines the five-year trend for large cities in net transfers from Enterprise and 
Municipal Liquor Store Funds as a percent of their net income. The chart helps illustrate that the 
primary purpose of municipal liquor stores is to provide additional revenues to cities, whereas 
other types of municipal enterprises primarily exist to provide a particular service for the city and 
citizens.  
 

Figure 6: Net Transfers from Enterprise and Municipal Liquor Store 
Funds as a Percent of Their Net Income, 2001 to 2005
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Outstanding Long-Term Indebtedness 
 
Cities over 2,500 carried long-term debt of $7.46 billion, $1,965 per capita, at the end of 2005.  
This represented an increase of 4.0 percent over the 2004 level. Cities incur long-term debt 
through various ways such as the issuance of bonds and notes, certificates of indebtedness, and 
tax anticipation certificates.  Long-term lease agreements are also classified as long-term debt.  
Cities may only borrow to finance capital projects and purchases but are restricted by law from 
borrowing for current expenses. The amount of outstanding debt affects a city’s current 
expenditures because cities must make principal and interest payments to service the debt.  
         
Table 2 looks at outstanding bonded indebtedness for 2004 and 2005.  Figure 7 shows the five-
year trend of outstanding long-term debt for cities over 2,500 in population. 
 

Table 2: Two-Year Summary of Outstanding Bonded Indebtedness 
 

  2005 Amount  2004 Amount  
General Obligation  $ 992,746,141 $ 848,622,184
G.O. Tax Increment   802,438,537 885,013,802
Revenue Tax Increment   189,896,193 209,014,433
Special Assessment   1,627,295,956 1,543,808,813
G.O. Revenue   1,866,168,907 1,888,139,032
Revenue   995,395,192 982,124,810
All Other   107,248,025 34,685,000

  Total Bonded Indebtedness  $ 6,581,188,951  $ 6,391,408,074

 

Figure 7: Outstanding Long-Term Indebtedness 2001-2005
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Unreserved Fund Balances of the General and Special Revenue 
Funds 
 
The unreserved fund balances of large cities’ General and Special Revenue Funds totaled $1.30 
billion in 2005.1  This represents an increase of 0.3 percent over the level reported in 2004. 
 
Cities maintain cash reserves for several reasons.  Cities should have relatively large fund 
balances at the end of the year because they must rely on them to meet expenditures during the 
first five months of the next fiscal year, until they receive the first property tax and state aid 
payments.  Additional reasons include contingency funds for unforeseen needs and setting aside 
resources for future capital investments.  
 
Comparing cities’ unreserved fund balances to their total current expenditures helps put the fund 
balances into perspective and provides insight on the relative financial health of Minnesota’s 
cities.  City unreserved fund balances as a percent of total current expenditures averaged 51.3 
percent in 2005 compared to 55.6 percent in 2004.  The decrease in the ratio of unreserved fund 
balances to total current expenditures reflects flat growth in fund balances combined with strong 
growth in current expenditures.  If cities in this category are divided into their class number, it is 
interesting to note that as population decreases, the average increases.  Class 1 (first class) cities 
average 30.9 percent of their unreserved fund balances as a percent of total current expenditures, 
while class 4 cities (populations 2,500 to 10,000) average 79.7 percent.  
 
Figure 8 on the following page shows the five-year trend of the fund balances as a percent of 
total current expenditures for large cities.  One line includes both total unreserved general and 
special revenue funds, and the other includes only total unreserved general funds.   
 
 
Appendix B provides an in-depth discussion of city fund balances.  
 

                                                 

1  Although this section discusses only two types of fund balances, Minnesota cities actually report three 
different classifications of fund balances in the General and Special Revenue Funds.  The unreserved, 
undesignated fund balances include all funds remaining at the close of the fiscal year for which no 
legally binding commitment has been made, nor has the governing body passed a resolution designating 
those funds for a specific purpose.  The unreserved, designated fund balances include all funds 
remaining at the close of the fiscal year for which no legally binding commitment has been made; 
however, these funds have been designated by the governing body for a specific future use.  The reserved 
fund balances include all funds remaining at the close of the fiscal year for which there is a legally 
binding external commitment of those funds, such as a signed contract for services or equipment. 
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Figure 8: Unreserved Fund Balances of the General and Special Revenue 
Funds as a Percent of Total Current Expenditures 2001-2005
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Table 25 shows the following levels of city unreserved fund balances for both 2001 and 2005. 
During this period, the number of cities with very high or extremely high fund balances 
decreased from 44 to 35.  The State Auditor recommends an acceptable unreserved fund balance 
of 35 to 50 percent of total current expenditures for the General Fund and Special Revenue 
Funds. 
 

 
 

Levels of Fund Balance 

Range of Unreserved Fund 
Balance as a Percentage of 
Total Current Expenditures 

 2005 
Number 
of Cities 

2001 
Number 
of Cities

 Extremely Low Fund Balance Below 20 %  14 11 

 Low Fund Balance 20% to 35%  16 19 

 Acceptable Fund Balance 35% to 50%  40 37 

 Moderately High Fund Balance 50% to 65%  35 37 

 High Fund Balance 65% to 100%  69 60 

 Very High Fund Balance 100% to 150%  25 28 

 Extremely High Fund Balance 
 

Above 150%  10 16 

General Fund/Current Expenditures 

General and Special Revenue 
Funds/Current Expenditures 
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Overview of Cities Under 2,500 in Population  
 
Total Governmental Revenues 
 
In 2005, cities under 2,500 in population raised total governmental revenues of $386.9 million to 
finance city services.  This represents an increase of 6.5 percent from the amount raised in 2004. 
 
The sources of revenue that grew at the fastest rate between 2004 and 2005 were: interest 
earnings (41.9%), tax increment (12.2%), and franchise fees (10.8%).  The categories showing 
the greatest decrease were: hotel and motel taxes (-46.5%), gaming taxes (-19.3%), and gravel 
taxes (-12.9%).   
 
Between 2004 and 2005, the Legislature attempted to ease the 2003 reductions to local 
government aid (LGA) and other aid programs to cities.  LGA rose 4.9 percent, residential 
Market Value Credit aid increased by 2.1 percent, and Agricultural Market Value Credit aid 
increased by 90.8 percent.  Overall, state aid to Minnesota’s smallest cities rose by 4.7 percent 
between 2004 and 2005.  
  
The main sources of revenues for small cities in 2005 were state grants and taxes, which together 
accounted for 59.9 percent of all revenues.  Taxes as a percent of total revenues increased from 
30.1 percent in 2004 to 30.4 percent in 2005, while state grants as a percent of total revenues 
decreased from 30.0 percent in 2004 to 29.5 percent during the same period.  Figure 11 shows 
the relative shares of total governmental revenues by source.  
 

Figure 11: Total Government Revenues
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Total Governmental Expenditures 
 
Most city services are accounted for in governmental funds.  The governmental funds are made 
up of the General, Special Revenue, Capital Projects, Permanent, and Debt Service funds.  In 
2005, cities under 2,500 in population expended $495.5 million from Governmental Funds to 
provide city services.  This represents an increase of 4.2 percent over 2004 total governmental 
expenditures. 
 
Between 2004 and 2005, the categories of expenditures that grew at the fastest rate were: airports 
(66.3%), all other expenditures (18.1%), and general government (10.7%).  The categories 
showing declines were: capital outlays for enterprise funds (-14.9%) and debt service (2.0%).  
The increase in the airports category reflects large capital expenditures by Canby and Rush City.  
The large reduction in capital outlay for enterprise funds reflects the completion of a number of 
capital projects in several cities.   
 
In 2005, the four largest expenditure categories for cities under 2,500 in population were streets 
and highways, public safety, debt service and general government.  These four categories 
together accounted for 74.6 percent of all expenditures in 2005.   
 
Figure 12 shows the relative shares of total governmental expenditures of small cities by 
function.  
 
 

Figure 12: Total Governmental Expenditures
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Total Revenues, Current and Total Expenditures 
 
During the five-year period of 2001 to 2005, current expenditures, total expenditures, and total 
revenues of small cities increased every year between 2002 and 2005.  There is a noticeable 
increase in the distance between the level of revenue and the level of total expenditures. 
 
The decrease in revenues and expenditures in 2002 are the result of fewer cities classified as 
“small cities” beginning in 2002. 
   
Figure 13 compares the trends in current and total expenditures with total governmental revenues 
for small cities from 2001 to 2005.  During this period, total revenues, total current expenditures 
and total expenditures increased each year. 
 
 

Figure 13:  Total Revenues, Current and Total Expenditures, 2001 to 2005
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Capital Outlay Expenditures 
 
Capital outlay expenditures account for the purchase, construction, or permanent improvements 
of buildings, equipment, machinery, and land.  Small cities expended $161.0 million on capital 
investments in 2005.  This represents an increase of 4.0 percent over the level expended in 2004. 
 
Capital outlays are more likely than current expenditures to vary significantly from one year to 
the next.  The reason for this is that capital projects tend to be large in size, but the associated 
costs are short-term.  Some of the factors that influence the level of capital investments include: 
demands for public meeting places and facilities, the need to replace aging infrastructure, public 
safety concerns, infrastructure improvements for new developments, and damage to public 
facilities caused by fire, floods, and storms. 
 
Figure 14 illustrates the trend in capital spending of cities under 2,500 in population for the years 
2001 through 2005. 
 
 

Figure 14: Total Capital Outlay Expenditures, 2001 to 2005
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Debt Service 
 
Debt Service includes expenditures for the principal and interest payments of loans incurred by 
cities.  In 2005, small cities expended a total of $80.7 million on debt service, or 16.3% of total 
expenditures. 
 
 
It is interesting to note that since 2003 the percentage of total expenditures allocated to debt 
service has decreased at the same time that long-term indebtedness has continued to increase in 
small cities. 
 
Figure 15 shows the five-year trend in the percentage of total expenditures allocated to debt 
service. 
 

Figure 15: Debt Service as a Percentage of Total Expenditures
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Municipal Enterprises 
 
The net income of municipal enterprises increased 9.4 percent between 2004 and 2005 while net 
transfers (transfers out minus transfers in) from Enterprise Funds decreased 23.5 percent between 
2004 and 2005.  An example of this type of transfer is when a city transfers excess reserves from 
its water utility enterprise fund to the city’s General Fund.   
 
Municipal liquor stores, which are separated from other municipal enterprises because of 
accounting differences, showed a decrease of 14.2 percent in net income while net transfers 
(transfers out minus transfers in) increased of 15.2 percent between 2004 and 2005.  The 
decrease in net income reflects that more liquor operations showed a decrease in net income than 
showed an increase (82 to 74 respectively).  The increase in net transfers was primarily due to 
large transfers from the Longville, Warroad, and Danver liquor store operations. 
 
There was a significant change for both municipal enterprise and liquor stores in the net transfers 
as a percent of net income between 2004 and 2005.  Municipal enterprises transferred 23.4 
percent of their net income in 2005 compared to 33.5 percent in 2004.  Municipal liquor stores 
transferred 101.2 percent of their net income in 2005 compared to 75.4 percent in 2005.  For 
municipal liquor stores, this reflects a drawing down of previously held reserves. 
   
Figure 16 examines the five-year trend in net transfers from enterprise and municipal liquor store 
funds as a percent of net income.   
 
 

Figure 16: Net Transfers from Enterprise and Municipal Liquor 
Store Funds as a Percent of Their Net Income, 2001 to 2005

0.00%

20.00%

40.00%

60.00%

80.00%

100.00%

120.00%

2001 2002 2003 2004 2004

 

Liquor Store Transfers

Enterprise Transfers

19



Outstanding Long-Term Indebtedness 
 
Cities under 2,500 carried long-term debt totaling $1.03 billion at the close of 2005.  This 
represents an 8.6 percent increase over 2004 level.  On a per capita basis, cities with a population 
less than 2,500 held a significantly higher level of long-term debt than those over 2,500, $2,514 
to $1,965.  While there is no single reason for the higher level of indebtedness per capita among 
the smaller cities, a primary reason is that the high costs of projects such as wastewater treatment 
facilities and water and sewer line replacement are spread across fewer people. 
 
Table 4 looks at outstanding bonded indebtedness for 2004 and 2005.  Figure 17 shows the five-
year trend of outstanding long-term debt for small cities. 
 
Table 4: Two-Year Summary of Outstanding Bonded Indebtedness 
 

  2005 Amount  2004 Amount  
General Obligation $ 50,358,736 $ 41,054,712  
G.O. Tax Increment  35,783,895 39,816,518  
Revenue Tax Increment  1,132,997 186,932  
Special Assessment  283,020,934 254,250,737  
G.O. Revenue  324,029,280 280,095,463  
Revenue  94,233,813 93,432,125  
All Other  2,944,864 3,391,469  
  Total Bonded Indebtedness $ 791,504,519 $ 712,227,956  

 

Figure 17: Outstanding Long-Term Indebtedness as of 
December 31, 2005*
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*Includes bonds and other types of debt such as certificates of participation, long-term leases, and notes. 
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GOVERNMENTAL TABLES
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Appendix A

Factors Influencing City Finances

The finances of cities are affected by many different factors.  Some of the variation results from
decisions made by city officials.  Some is due to factors outside the control of the elected officials,
such as a city’s size, the economic status of its residents or the proximity of similar services provided
elsewhere. The amount of revenue available may be influenced by rising or falling property values,
the use of fee-based services, intergovernmental grants for projects, access to taconite aid, and many
other factors.  Expenditures may be affected by the demographic, geographic, historical or political
landscape of the city.  Large swings in expenditures may reflect demands caused by extraordinary
weather events such as floods and tornados, high levels of snowfall, public safety events such as
forest or brush fires, or large-scale investigations of high-profile crimes.  Some factors have an on-
going effect on city finances, while others might be one-time events.

A.  Demographics

Age of Housing.  In the metropolitan area, the average age of housing in a city reflects not only the
probable condition of the city's infrastructure, but several other conditions as well.  The League of
Minnesota Cities found the average age of housing to be indicative of a variety of characteristics,
including a higher relative rate of poverty, more tax exempt property, more subsidized housing, and
a declining population base.  Each of these factors tends to contribute to a demand for public
services.

Population.  Cities with larger populations face certain challenges not encountered by smaller cities.
Simply dealing with large amounts of traffic is one challenge that can become very costly, depending
upon the burden carried by an area's streets and highways.  Large populations may also indicate high
population densities that in turn are associated with higher poverty and crime rates. 

Population Decline.  A large loss of population can have a very significant effect upon a city's
spending.  The costs of a city's infrastructure and many of its services do not go down immediately
when a number of city residents move away. The city must then make decisions to do without certain
services or to raise the property taxes on the remaining citizens to pay for the services.

Income.  Income is indirectly related to a city's ability to raise revenues.  Where incomes are lower,
property values may also be depressed, reducing a city's tax capacity.  Poverty rates, in turn, will be
higher creating greater demand for public services.

Crime Rate.  Higher crime rates require a correspondingly higher level of public safety services.
Cities that host sporting and other entertainment events can draw large crowds of nonresidents and
create unusual public safety service demands.  In addition, higher levels of poverty are also
associated with the crime rate of a city and contribute to an overall greater demand for police
protection.  In addition to these demands, expenditures can be affected by a number of different
factors, which include the number, type and use of personnel, the scope of services, and amount of
shared services.  In addition, the demographics and mix of facilities within the city may affect
expenditures for public safety.
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B.  Geographic Location

Different areas of the state often operate within quite different economic environments.  Just the
presence of one large business or industry can impact an entire region.  Declines in industries or
companies that dominate local economies may result in a reduction of the tax capacity of the area.
Trends in agriculture may result in lower property values and a decline in revenues for cities in
regions whose economies are primarily based on agriculture. Cities located in these areas may
experience difficulty raising revenues at the same time that they face higher demands for public
services.

C.  Revenue Sources 

Tax Capacity.  The amount of money any individual or entity spends is directly related to the
amount that is available to spend.  Likewise, the costs of doing business are directly related to the
amounts of revenue that can be generated to meet the costs. 

Taconite Aid.  Many cities located in the “Iron Range” are eligible to receive special funding in the
form of taconite aid.  For a number of years, revenues in these cities were greater than they might
have been without the distribution of taconite aid, especially for cities without taconite processing
plants.  In addition, the availability of taconite aid enabled these cities to spend without raising
property taxes.

Enterprise Funds.  Services provided through enterprise funds allow cities to pass the costs of
services directly onto the users of the services.  By using this type of accounting mechanism, cities
may be able to keep down the level of general property taxes needed to provide services.

D.  Shared Services, Joint Powers Agreements

A significant practice among cities is the sharing of services and the use of joint powers agreements
to provide necessary services.  "Joint exercise of powers" is defined in Minnesota Statutes § 471.59.
Such arrangements allow cities to provide services jointly with other cities and thus pool their
resources.  For example, the metropolitan cities of Circle Pines, Lexington, and Centerville have a
joint powers agreement to provide police protection services.

A number of cities share services through the use of contracts.  For example, the City of St. Paul
contracts with several other cities in Ramsey County for the provision of water.  The City of St.
Anthony contracts with Falcon Heights and Lauderdale to provide police protection.  In Greater
Minnesota, the City of Thief River Falls provides fire services to five townships on a contractual
basis.

Shared service arrangements are not necessarily formal; some cities provide services to other
jurisdictions on an informal basis.  By sharing the costs of services, cities can achieve greater
economies of scale and avoid duplicating services and capital investments.  Cities that provide a
service to a number of entities may show higher expenditures for that service, but will have these
costs defrayed by fees provided by the other participating entities.
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E.  Proximity to County, Regional, or State-Run Programs/Facilities

Cities that are located near county, regional or state-run facilities may decide to have their citizens
take advantage of those facilities and services rather than provide them on their own.  For example,
the city that houses the county library probably won't build their own.  Similarly, cities located close
to a regional or state park may opt not to develop or expand their own park program.  Smaller cities
located near larger cities may do the same.  

The degree of isolation experienced by a community, whether geographic or technological (e.g., lack
of advanced telecommunications capability), can also affect service demands and costs.  Cities that
are remote from other communities may not have the opportunity to participate in joint powers
arrangements or have access to urban amenities, and thus may need to provide a wider range of
services out of their own budgets.

F.  Types of Industry Present and Service Demands

One factor that can have a significant effect on an individual city's situation is the type of industry
present in the city.  For example, industries such as paper mills may place particularly heavy burdens
on the city's water supply, sewers, fire department, or streets.  At the same time, the presence of these
industries contributes to the property tax base of the city.  Expenditures for these services may be
higher than for other cities, but the cost is not necessarily borne by the residents of the city.

G.  Source of Labor

Numerous factors can impact local governments’ levels of expenditures for labor.  Use of part-time
employees, reliance on volunteers, unionization of workers, retention of workers, and use of
independent contractors for specific projects or general services can all effect the salary and fringe
benefit costs paid by local governments.

H.  Other Factors

The effects of weather and natural disasters can significantly affect the expenditures for certain
services over a period of time.  Cities affected by floods and tornadoes may have higher public
safety, streets and highways, and other infrastructure costs.  During winters in which there is an
unusually high snow fall, cities may have increased expenditures for snow removal.  There are many
other incidental factors not included in this list.  Explanations of differences in city expenditures
should be pursued with city officials.
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Appendix B

Factors Influencing General and Special Revenue Unreserved Fund
Balances

Minnesota cities report their fund balances at the close of their fiscal year (which runs concurrent
with the calendar year).  This creates an impression that cities have excessive amounts of revenue
held in reserve.  In reality, city fund balances should be relatively large at the end of the year because
of local government cash-flow cycles.  Cities must rely on their fund balances to meet expenses
during the first five months of the next fiscal year, until they receive the first property tax payments
(May) and aid payments from the state (July).

Unlike state government, which collects income tax withholding and sales tax receipts regularly
throughout the year, Minnesota's cities do not have a constant flow of revenue from which they are
able to fund local government operations.  Property tax levies, state aid to local governments, and
property tax credits comprise the majority of city discretionary revenues.  Minnesota statutes govern
the flow of these major revenue sources into city treasuries.

! Counties distribute the cities' share of the first-half property tax levies in late May and early
June.

! Cities receive the first half of their state aid and property tax credits from the state in July of
each year.

! Counties distribute the cities' share of the second-half property tax levies in late October and
early November.

! Cities receive the second half of their state aid and property tax credits from the state in
December of each year.

Given this state-controlled flow of revenue, city fund balances (which are measured on December
31) are the primary source of funds available to cities for their operating expenses during the first
five months of the next fiscal year.  An adequate fund balance will provide a local government with
the cash flow required to finance expenditures without short-term borrowing.

Unique Circumstances of Each Jurisdiction Determine the Size of Fund Balance
Needed

While cities must rely on the fund balances for cash flow purposes during the first five months of
a year, the unique circumstances of each local government will determine the size of a fund balance
that must be maintained to avoid the need for short-term borrowing and to operate effectively.
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Numerous factors must be considered in determining the size of a fund balance necessary for a city
to avoid short-term borrowing.

! If cities receive relatively large amounts of revenue from sources such as fees, fines, charges
for services, other intergovernmental grants and aids, or interest on investments during the
first five months of the calendar year, then they will be less dependent on their fund balances
for cash flow purposes.

! Cities are often able to delay certain purchases until after the initial property tax and state aid
payments are received.  While payments for employee salaries, wages, and most benefits
cannot be delayed during the first five months of the year, purchases of supplies and capital
equipment may be delayed.

The individual cash flow needs of a city will determine the minimum fund balance that is necessary
for a city to operate effectively.  Cities with the ability to generate significant revenues from sources
other than property taxes and state aid payments are often able to minimize the need for large fund
balances to support their cash flow requirements.  Conversely, cities that rely heavily on property
taxes and state aid for the majority of their revenues will need relatively large fund balances to meet
their cash flow needs from January 1 through June 1 of every calendar year.

While there are many factors that help determine the minimum fund balance needed to maintain
financial health, the State Auditor has set a standard of between 35 and 50 percent of current
expenditures as an acceptable level.  The Auditor has concerns about the financial health of
cities maintaining an unreserved  fund balance lower than this standard.  These cities may not
have enough reserves to carry them through financial downturns or unexpected contingencies.
Conversely, the Auditor has concerns about cities that maintain unreserved fund balances exceeding
what is needed to carry them through financial downturns.  Taxpayers in cities that maintain a fund
balance higher or lower than this standard should press their city official to explain their fund
balance policy.
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Glossary

BORROWING - These revenues reflect the sale of bonds and notes, certificates of indebtedness,
and tax anticipation certificates.  Cities are restricted by law from borrowing for current expenses.

CAPITAL OUTLAY - These expenditures include the purchase, construction or permanent
improvements of buildings, equipment, machinery, and land.  Capital outlay varies from year to year
based on the needs and resources of the cities.

CAPITAL OUTLAY FOR ENTERPRISE FUNDS - The expenditures from governmental funds
for improvements to public service enterprises, such as sewer and water mains.

CAPITAL PROJECTS FUND - A fund created to account for the financial resources that are used
for the acquisition or construction of a fixed asset.

CASH BASIS OF ACCOUNTING - Basis of accounting that recognizes transactions or events
when related cash amounts are received or disbursed.

CHARGES FOR SERVICES - These revenues reflect fees for activities of the governmental funds.
These include rent of city hall by individuals or organizations, police and fire contracts, fire calls,
recreation fees, park dedication fees, etc.

DEBT SERVICE EXPENDITURES - These expenditures reflect the annual costs of servicing the
outstanding debt of the local government.  These costs include principal, interest, and some fiscal
charges.

DEBT SERVICE FUND - A fund to account for the collection of resources and payment of
principal and interest from long-term debt.

ENTERPRISE FUND - A fund established to account for operations financed and operated in a
manner similar to private business.  Examples include water, sewer, and electric utilities.  The
expenses of providing services are primarily financed by user charges.

FINES AND FORFEITS - These revenues reflect receipts from the payment of penalties for law
violations, non-observance of contracts, and forfeited deposits.

FRANCHISE TAXES - These revenues reflect proceeds from taxes imposed on public utilities,
usually involving elements of a monopoly, (e.g., electric utilities, gas utilities, cable TV) for use of
public property.

GENERAL FUND - The fund used to account for all financial resources not required to be
accounted for in another fund.  This fund is the main operating fund.

GENERAL GOVERNMENT EXPENDITURES - These expenditures reflect the costs associated
with running a local government, such as the mayor, the city council, administration, finance, and
elections.  Expenditures in this category include salaries, wages, and benefits of legislative, judicial,
and administrative personnel, supplies, and city hall maintenance.
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Glossary

GOVERNMENTAL FUNDS - The funds through which most governmental activities are financed.
The four governmental fund types are: general, special revenue, debt service, and capital projects.

GRAVEL TAX - These revenues are derived from taxes imposed by the local government for
aggregate material removal. 

HEALTH - These expenditures are for the maintenance of vital statistics, restaurant inspection,
communicable disease control, and various health services and clinics.

HRA AND ECONOMIC DEVELOPMENT - These expenditures are for development and
redevelopment activities in blighted or otherwise economically disadvantaged areas.  Activities may
include low interest loans to individuals and businesses, cleanup of hazardous sites, rehabilitation
of substandard housing and other physical facilities, and other assistance to those wanting to provide
housing and economic opportunity within a disadvantaged area.

INTEREST ON INVESTMENTS - These revenues reflect interest earned on checking and savings
accounts, CDs, money market funds, and bonds.  This category also includes dividends.  In addition,
the net increase or decrease in the fair value of investments is recorded here.

LICENSES AND PERMITS - These revenues reflect receipts from liquor licenses, cigarette
licenses, other business licenses, street use permits, buildings permits, and other non-business
licenses and permits.

MISCELLANEOUS EXPENDITURES - These expenditures reflect the costs of activities that
were not allocated to a specific function.  Some activities included in this category are pension and
insurance costs not allocated to a specific department.

MISCELLANEOUS REVENUES - These revenues refer to  refunds, reimbursements, donations,
and lease payments.

MODIFIED ACCRUAL BASIS OF ACCOUNTING - Basis of accounting according to which
(a) revenues are recognized in the accounting period in which they become available and measurable
and (b) expenditures are recognized in the accounting period in which the fund liability is incurred,
if measurable, except for unmatured interest on general long-term debt and certain similar accrued
obligations, which should be recognized when due.

NET TAX LEVY - The city net property taxes, after state property tax relief aids or grants, required
to be paid by the property owners of the city.

OTHER FINANCING SOURCES - Long-term debt proceeds, sale of fixed assets, and transfers
from other funds.

OTHER FINANCING USES - Transfers to other funds, refunding bond proceeds deposited with
escrow agent and invested until they are used to pay principal and interest on the old debt at a future
time, and remittance to other agencies.
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Glossary

OUTSTANDING LONG-TERM DEBT - This category refers to the long-term debt that a local
government has incurred to finance its capital projects.  Examples of long-term debt include various
types of bonds and other obligations such as notes and long-term leases.

PARKS AND RECREATION - These expenditures reflect park maintenance, mowing, planting,
and removal of trees.  Recreation expenditures include festivals, bands, museums, community
centers, cable TV, baseball fields, organized recreation activities, etc.

PUBLIC SAFETY EXPENDITURES - These expenditures reflect the costs related to the
protection of persons and property.  This category combines several distinct city departments,
including police, fire, ambulance services, and other protection.  They are combined here because
cities allocate similar responsibilities differently among these departments.

SANITATION - These expenditures reflect the costs of  refuse collection and disposal, recycling,
as well as weed and pest control.  Some cities provide sanitation services through enterprise funds.

SPECIAL ASSESSMENTS - These revenues refer to levies made against certain properties to
defray all or part of the costs of a specific improvement, such as new sewer and water mains, deemed
to benefit primarily those properties.  The amount includes the penalties and interest paid on the
assessments.

SPECIAL REVENUE FUNDS - A fund used to account for the proceeds of specific revenue
sources that are restricted to expenditures for a specific purpose.

STREETS AND HIGHWAYS EXPENDITURES -  These expenditures reflect the costs assoc-
iated with the maintenance and repair of local highways, streets, bridges, and street equipment.
Common expenditures include patching, seal coating, and snow removal.  Expenditures for road
construction are not included in current expenditures but are accounted for as capital outlay.

TAXABLE TAX CAPACITY - The tax capacity less the tax increment district value, less the fiscal
disparities contribution value, plus the fiscal disparities distribution value.

TAX CAPACITY - The value assigned to the property used to calculate the property taxes.  

TAX INCREMENTS - These revenues refer to the amount of resources cities generate when they
establish tax increment financing (TIF) districts.  In a TIF district, the increase in property tax
revenues in the redeveloped area are used to pay the costs of development and redevelopment in the
district rather than the general services of the city, county, and school district.

TOTAL CURRENT EXPENDITURES - This category reflects the total of all expenses relating
to current operations.

TOTAL EXPENDITURES - This category includes current operating expenses, capital outlays,
and debt service principal and interest payments.
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Glossary

TOTAL REVENUES - This category reflects all sources of revenue that increase the amount of
available resources without creating a liability or a future payment.  Borrowing and transfers between
funds are not included in total revenues.

TRANSFERS - ENTERPRISE FUNDS - The transfer of available resources to or from public
service enterprises.  An example of this transfer is a water utility transferring money to the General
Fund.

TRANSFERS - GOVERNMENTAL FUNDS - The transfer of money between governmental fund
types.  The revenues and expenditures for these funds are always shown in the same tables.

UNALLOCATED INSURANCE  - These expenditures refer to  insurance premiums that were not
allocated to a specific function of government.

UNALLOCATED PENSION CONTRIBUTIONS - These expenditures refer to contributions to
pension plans that were not allocated to a specific function of government.
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RECENT ANNUAL REPORTS, SPECIAL STUDIES, AND BEST PRACTICES REVIEWS  
FROM THE OFFICE OF THE STATE AUDITOR 

 
2004 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 
 
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 
 
2005 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 2005). It also examines enterprise operations.  December 2006 
 
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 (2005).   November 2006 
 
Best Practices Review: Cooperative Efforts in 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: Other Postemployment Benefit Liability of Local Governments in Minnesota 
This special study examined unfunded liabilities as they relate to Other Postemployment Benefits (OPEB) for some local 
governments in Minnesota.  The study identifies those local governments with large unfunded OPEB liabilities and makes 
recommendations on how to best address the issue.  October 2006 
 
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. 
 




