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Scope and Methodology

This publication is intended to help the public, local government officials, and other policy
makers understand county financial operations. The report summarizes, through data tables and
charts, the financial operations of Minnesota counties for calendar year 2009.

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, Permanent, and
Debt Service Funds. The revenues, expenditures and debt of these funds are summarized in
Table 1. Table 2 presents the data by each individual county.

The enterprise or proprietary funds of counties are presented separately from the governmental
funds. Minnesota counties operate many types of public service enterprises. These enterprises
furnish a variety of services that operate primarily from revenues derived from the sale of goods
or services. The financial operations of the public service enterprises are presented in Table 3.

Table 4 lists by county the bonded and other long-term debt outstanding as of December 31,
2009. Other long-term debt refers to liabilities such as long-term lease agreements, installment
purchase contracts, and notes.

Tables 5 and 6 present an analysis of the 2008 and 2009 unreserved fund balances in the General
Fund and Special Revenue Funds of counties. The tables show the actual unreserved fund
balances, the percentage change in unreserved fund balances from 2008 to 2009, and a
comparison of 2009 unreserved fund balances to total current expenditures. Appendix A
provides a more detailed discussion of fund balances.

In addition to this publication, the Office of the State Auditor maintains an interactive database
containing several years of data. The database can be accessed through the Office of the State
Auditor’s website at: http://www.auditor.state.mn.us.'

'The direct link to the comparison tool is: http://www.auditor.state.mn.us/default.aspx?page=ComparisonTools.
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Executive Summary

Current Trends

Minnesota county revenues totaled $5.7 billion in 2009. This represents an increase of
$121.0 million or 2.2 percent over 2008. The rise in total revenues was primarily due to a
$131.7 million or 5.5 percent increase in tax revenues. Significant decreases in other
revenue categories such as interest earnings and local unit grants, moderated the overall
growth in county revenues (pg. 5).

Counties reported total expenditures of $5.8 billion in 2009. This represents a decrease of
$414.1 million, or 6.7 percent, from total expenditures in 2008 (pg. 9).

In 2009, Minnesota counties reported outstanding long-term debt of $3.4 billion.”> This
represents an increase of 4.4 percent over long-term debt reported in 2008 (pg. 13).

The operating income of Minnesota county enterprises totaled $5.3 million in 2009. This
represents an increase of 122.2 percent over the operating losses of $24.0 million reported in
2008. The net income of county enterprises totaled $27.2 million in 2009. This represents an
increase of 1.2 percent over 2008 (pg. 14).

In 2009, Minnesota counties’ unreserved fund balances of General Fund and Special
Revenue Funds totaled $2.2 billion. This represents an increase of 11.7 percent over 2008
unreserved fund balances. The average unreserved fund balances as a percent of current
expenditures for counties increased from 41.0 percent in 2008 to 48.3 percent in 2009

(pg. 15).

Ten-Year Trends

In actual dollars, total revenues rose 40.0 percent from 2000 to 2009. When converted to
constant dollars, there was a decrease of 1.2 percent’ (pg. 6).

Since 2002, the share of total revenues derived from taxes has increased from 35.7 percent
to 44.7 percent, while the share of total revenues derived from state grants has decreased
from 34.8 percent to 25.4 percent (pg. 7).

When adjusted for inflation, total county expenditures decreased 1.3 percent from 2000 to
2009. In actual dollars, expenditures increased 39.9 percent (pg. 10).

When adjusted for inflation, outstanding long-term indebtedness grew 81.5 percent between
2000 and 2009. In actual dollars, long-term debt increased 157.2 percent over this period

(pg. 13).

Long-term debt includes bonded indebtedness and other long-term debt such as notes or long-term leases.
3Constant dollars will refer to data adjusted for inflation using the Implicit Price Deflator for State and Local
Governments (N.I.P.A. Table 1.1.9) setting 2000 as the base year.
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Comparison and Overview

Governmental Fund Revenues

Current and Five-Year Trends

Minnesota county revenues totaled $5.7 billion in 2009. This represents an increase of $121.0
million or 2.2 percent over 2008. The rise in total revenues was primarily due to a $131.7 million
or 5.5 percent increase in tax revenues. Significant decreases in other revenue categories such as
interest earnings and local unit grants, moderated the overall growth in county revenues.

Taxes and state grants were the most significant sources of county revenues, accounting for
70.0 percent of total revenues in 2009. The next two largest sources of revenues for counties are
federal grants and charges for services. In 2009, federal grants accounted for 12.5 percent of total
revenues, compared to 12.1 percent in 2008. Charges for services accounted for 9.2 percent of
total revenues in 2009, compared to 9.1 percent in 2008.

Figure 1 shows the relative shares of total governmental revenues by source.

Figure 1: Total Revenues, 2009
$5,699,967,663

Total State Grants
25.4%

Total Federal Grants
12.5%

Charges for Services

Fines and Forfeits

0.1%
L

9.2%

All Other Revenues

Licenses and Permits
0.5%
Special Assessments
0.7%

4.0%
Local Unit Grants

1.79
Interest Earnings 7%

1.2%




Between 2008 and 2009, most categories of county revenue grew modestly or declined. The
categories of revenues that showed growth were: federal grants (5.9 percent), taxes (5.5 percent),
state grants (3.2 percent), charges for services (2.8 percent), special assessments (2.7 percent),
and all other revenues (2.6 percent).

Two categories of revenues showed steep declines between 2008 and 2009. Interest earnings
declined 55.7 percent and local unit grants declined 24.8 percent. Interest earnings were down in
most counties due to the poor market conditions in 2009. The decrease in local unit grants
primarily reflects a large, one-time, library-related transfer from the City of Minneapolis to
Hennepin County in 2008 that was not repeated in 2009. Other sources of county revenues that
declined between 2008 and 2009 were fines and forfeits (-1.1 percent), and licenses and permits
(-0.2 percent).

Ten-Year Trends

Figure 2 below shows trends for total county revenues in actual and constant dollars for the years
2000 to 2009. In actual dollars, total revenues rose 40.0 percent from 2000 to 2009. When
converted to constant dollars, there was a decrease of 1.2 percent.* An examination of the trend
in constant dollars shows that 2009 total revenues were slightly less than in 2000.

Figure 2: Total Revenues
Actual and Constant Dollars, 2000 - 2009
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*Constant dollars will refer to data adjusted for inflation using the Implicit Price Deflator for State and Local
Governments (N.I.P.A. Table 1.1.9) setting 2000 as the base year.



Primary Sources of Revenues

Over the past ten years, the primary sources of revenues for counties have been taxes, state
grants, federal grants, and charges for services. Figure 3 below shows how the composition of
primary sources of revenue for counties changed from 2000 to 2009.

This analysis illustrates some of the structural changes within county revenues in recent years.
Since 2002, the share of total revenues derived from taxes has increased from 35.7 percent to
44.7 percent, while the share of total revenues derived from state grants has decreased from
34.8 percent to 25.4 percent. The recent reclassification of certain state human services grants to
federal human services grants, in conjunction with increases in federal transportation and disaster
grants, has increased the percent of total revenues derived from federal grants from 9.0 percent in
2007 to 12.5 percent in 2009.

Figure 3: Primary Sources of Revenues, 2000 - 2009
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Table 1a below shows the ten-year trend in revenues in constant dollars. The table breaks down
the trend into two five-year segments as well as the overall ten-year trend.

Revenues

2000

2004

2005

Table 1a: County Revenues Summary (Constant Dollars), 2000 - 2009

2000 - 04
5-Year
2009 Change

2005- 09
5-Year
Change

10-Year
Change

Taxes

Special Assessments
Licenses and Permits
Total Federal Grants
Total State Grants
Local Unit Grants
Charges for Services
Fines and Forfeits
Interest Earnings

All Other Revenues

Total Revenues

$1,516,958,772
25,917,558
19,064,032
402,720,346
1,297,709.863
37,403,700
375,101,759
24,521,712
193,099,312
178,351,352

$1,556,277,417
31,251,649
23,917,406
370,971,029
1,239,202,903
37,014,327
415,088,488
13,118,641
52,835,401
172,856,039

$1,570,508,261
29,849,590
23,930,508
393,314,991
1,202,092,962
42,293,732
410,295,457
8,287,403
72,731,286
170,477,092

14.4%
-23%
-23.1%
279%
-15.1%
65.5%
-9.9%
-27.6%
-35.7%
-4.9%

$1,797,075,016 2.6%
29,154,857 20.6%
18,393,727 25.5%

502,895,599 -7.9%
1,020,100,422 -4.5%
69,980,192 -1.0%
369,501,086 10.7%
6,001,675 -46.5%
46,778,381 -72.6%
162,162,750 -3.1%

$4,070,848,406

$3,912,533,299

$3,923,781,282

$4,022,043,705 -3.9% 2.5%




Governmental Fund Expenditures

Current Trends and Five-Year Trends

Counties reported total expenditures of $5.8 billion in 2009. This represents a decrease of $414.1
million, or 6.7 percent, from total expenditures in 2008. Total county expenditures include
current expenditures (day-to-day operations); capital outlays (expenditures on large fixed assets
such as buildings and equipment); and total debt service (principal paid on bonds, other
long-term debt, and interest and fiscal charges). Between 2008 and 2009, current expenditures
decreased 5.2 percent to $4.5 billion; capital outlays decreased 10.6 percent to $934.2 million;
and debt service decreased 14.1 percent to $329.3 million.

Figure 4 provides a breakdown of total county expenditures in 2009. Expenditures on human
services, which represent 26.5 percent of total county expenditures, is the largest category of
county expenditures. General government and public safety follow as the next two largest
categories of total expenditures for counties, accounting for 16.9 and 18.2 percent, respectively,
of total county expenditures in 2009. Since 2005, human services expenditures as a percentage of
total expenditures have decreased from 31.2 percent in 2005 to 26.5 in 2009.

Figure 4: Total County Expenditures, 2009
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Counties decreased spending on eight categories of expenditures while increasing spending on
two between 2008 and 2009. The two categories with the largest decreases were general
government and debt service, which declined 15.1 percent and 14.1 percent, respectively. The



decline in general government expenditures was primarily related to a $148.1 million decrease
by Hennepin County reflecting the completion of its Target Field contributions in 2008.
Hennepin County was also responsible for more than half the decrease in debt service
expenditures in 2009. The three categories that experienced growth between 2008 and 2009
were culture and recreation, housing and economic development, and all other expenditures.

Ten-Year Trends

When adjusted for inflation, total county expenditures decreased 1.3 percent from 2000 to 2009.°
In actual dollars, expenditures increased 39.9 percent. Figure 5 illustrates trends in total county
expenditures using actual and constant dollars from 2000 to 2009.

Figure 5: Total Expenditures
Actual and Constant Dollars, 2000 - 2009
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Primary Categories of Expenditures

The primary categories of expenditures for counties over the ten-year period were human
services, streets and highways, public safety, and general governmental expenditures. Together
these four expenditure categories account for almost eighty percent of all county expenditures.
Although spending for human services is still the most significant category of county
expenditures, its contribution to total expenditures has gradually declined from 32.8 percent in
2000 to 26.5 percent in 2009. Public safety became the second largest category of county
expenditures in 2009. This was the first time during the ten-year period that it has occupied this
position.

>Constant dollars will refer to data adjusted for inflation using the Implicit Price Deflator for State and Local
Governments (N.I.P.A. Table 1.1.9) setting 2000 as the base year.
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Figure 6 illustrates the changing composition of county expenditures. Table 2a provides a
ten-year analysis of total county expenditures in constant dollars.

Figure 6: Primary Categories of
Expenditures, 2000 - 2009
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Table 2a: County Expenditures Summary (Constant Dollars), 2000 - 2009

2000-04 2005-09
5-Year 5-Year 10-Year
Expenditures 2000 2004 2005 2009 Change Change Change

General Government $623,321,306 $682,144,692 $669,643,027 $693,883,370 9.4% 3.6%  11.3%
Public Safety 738,612,237 663,050,978 681,544,420 746,407,444  -10.2% 9.5% 1.1%
Streets and Highways 686,581,441 725,938,965 707,628,306 724,114,103 5.7% 2.3% 5.5%
Sanitation 77,684,923 68,916,016 71,010,838 61,763,927  -11.3% -13.0%  -20.5%
Human Services 1,359,688,309  1,256,384,909 1,249,918,029 1,087,543,530 -7.6% -13.0%  -20.0%
Health 184,349,562 178,483,509 151,204,295 184,537,489 -3.2% 22.0% 0.1%
Culture and Recreation 130,690,193 125,052,519 126,919,120 160,184,180 -4.3% 262%  22.6%
Cons. of Natural Resources 65,022,979 58,142,991 61,529,610 59,714,584  -10.6% 29%  -82%
Housing and Econ. Dev. 61,953,254 95,976,167 97,946,167 108,256,057 54.9% 10.5%  74.7%
All Other 48,734,314 6,130,361 3,941,101 39,458,525 -87.4% 901.2%  -19.0%
Total Debt Service 175,034,312 186,201,733 184,030,444 232,354,621 6.4% 263%  32.77%

Total Expenditures $4,151,672,830  $4,046,422,842  $4,005,315,357  $4,098,217,830 -2.5% 23%  -13%

Total Current Expenditures  $3,353,705,232  $3,266,284,661  $3,230,885,059  $3,206,649,005 -2.6% -0.8%  -4.4%
Total Capital Outlay 622,933,286 593,936,447 590,399,854 659,214,204 -4.7% 11.7% 5.8%
Total Debt Service 175,034,312 186,201,733 184,030,444 232,354,621 6.4% 263%  32.7%

Total Expenditures $4,151,672,830  $4,046,422,842  $4,005,315,357  $4,098,217,830 -2.5% 23%  -13%
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Capital Outlay Expenditures

Capital outlay expenditures include the purchase, construction, or permanent improvements of
buildings, equipment, machinery, and land. Capital outlays decreased $111.2 million, or
10.6 percent, from 2008 to 2009 to total $934.2 million. The large decrease was primarily due
to the completion of significant capital projects in Wright (Campus 2025 Improvement Project)
and Washington Counties (law enforcement center addition and new courthouse) in 2008. These
two counties showed a decrease in capital outlay expenditures of $81.2 million between 2008
and 2009.

The largest category of capital outlay expenditures in 2009 was streets and highways, which
represented 70.7 percent of the total. Three categories of capital outlay expenditures increased
between 2008 and 2009. The three categories were libraries (279.6 percent), sanitation
(143.3 percent), and all other (38.3 percent). The increase in sanitation capital outlays was
primarily attributable to a project in Kandiyohi County, while an airport project in Itasca County
accounted for most of the growth in the all other capital outlay expenditures category. The
largest dollar increase was $27.3 million in the libraries category. The majority of this increase
was due to Hennepin County expanding branch libraries in the cities of Maple Grove and
Plymouth.

Several categories of capital outlay expenditures showed double-digit decreases including:
human services (-61.9 percent), housing and economic development (-48.5 percent), public
safety (-42.7 percent), parks and recreation (-25.4 percent), and general government
(-20.8 percent).

In actual dollars, capital expenditures increased 50.0 percent from 2000 to 2009. Capital
expenditures in constant dollars increased 5.8 percent over this period. Figure 7 below shows
capital outlays in actual and constant dollars from 2000 to 2009.

Figure 7: Capital Outlay Expenditures
Actual and Constant Dollars, 2000 - 2009
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Qutstanding Long-Term Indebtedness

Current and Five-Year Trends

Counties incur long-term debt through the financing of capital projects such as the construction
of government buildings, bridges, and other infrastructure improvements. In 2009, Minnesota
counties reported outstanding long-term debt of $3.4 billion.® This represents an increase of
4.4 percent over long-term debt reported in 2008. Of the $3.4 billion in long-term debt, $3.1
billion was outstanding bonded debt, and $266.1 million was other long-term debt.

Ten-Year Trends

An analysis of outstanding long-term debt since 2000 reveals that counties have been incurring
debt at a faster pace in recent years. When adjusted for inflation, outstanding long-term
indebtedness grew 81.5 percent between 2000 and 2009. In actual dollars, long-term debt
increased 157.2 percent over this period. When compared to the 1.2 percent decrease in constant
total revenues during this period, the trend suggests that counties are now more frequently
issuing bonds to finance capital expenditures.” Also, because counties are generally restricted
from borrowing for expenditures other than capital outlays, it is likely that counties are relying
more on borrowing to finance these projects than in the past.

Figure 8: Long-Term Debt
Actual and Constant Dollars, 2000 - 2009
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%Long-term debt includes bonded indebtedness and other long-term debt such as notes or long-term leases.

"Counties primarily issue bonds to fund capital projects and purchases. Counties may issue tax anticipation
certificates for current operations, but they must be repaid within 15 months of the certification of the property tax
levy.
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Public Service Enterprises

Some counties utilize public service enterprises, which are financed and operated in a manner
similar to private business enterprises. The financial condition of public service enterprises is
reflected in enterprise funds, which are a set of financial information separate from governmental
funds. Enterprise funds are tracked using accounting principles that provide more detailed
financial information than governmental funds. Enterprise funds are generally intended to be
self-sustaining operations maintained through fees for services and user charges. Many public
enterprises, however, do not generate sufficient income to cover operating costs. In these cases,
counties supplement operating revenues with transfers from other funds and non-operating
revenues, such as taxes and grants. The most common types of enterprises maintained by
counties are housing and redevelopment authorities, hospitals/nursing homes, and solid waste
facilities.

Current Trends

The operating income of Minnesota county enterprises totaled $5.3 million in 2009. This
represents an increase of 122.2 percent over the operating losses of $24.0 million reported in
2008. The net income of county enterprises totaled $27.2 million in 2009. This represents an
increase of 1.2 percent over 2008.

Ten-Year Trends

Figure 9 shows net income and operating income in actual dollars from 2000 to 2009. The gap
between the operating income line and the net income line is the amount counties used to
supplement operating revenues with non-operating revenues such as taxes and grants. Counties
may also make transfers from other funds to cover net losses.

Figure 9: Net Income and Operating Income of
County Enterprises, 2000 - 2009
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Unreserved Fund Balances of the General Fund and Special Revenue
Funds

Counties maintain unreserved fund balances for several reasons. Counties need unreserved fund
balances at the end of the fiscal year to meet expenditures occurring in the first five months of
the next fiscal year, before the property tax and state grant and aid payments are received. In
addition, counties maintain contingency funds for unforeseen fiscal needs and emergencies.
Also, some counties put aside funds for future capital improvements and purchases to limit or
avoid incurring debt through the issuance of bonds to finance capital improvement projects.

Current and Five-Year Trends

In 2009, Minnesota counties’ unreserved fund balances of General Fund and Special Revenue
Funds totaled $2.2 billion. This represents an increase of 11.7 percent over 2008 unreserved fund
balances. Comparing fund balance levels to total current expenditures helps to put fund balances
in perspective and provides insight on the relative financial health of Minnesota counties. The
average unreserved fund balances as a percent of current expenditures for counties increased
from 41.0 percent in 2008 to 48.3 percent in 2009. The ratio increased because there was a
5.5 percent decrease in current expenditures coupled with an 11.7 percent increase in unreserved
fund balances. Among individual counties, unreserved fund balances as a percent of total current
expenditures ranged from 9.3 percent (Pine County) to 113.7 percent (Lyon County).

The Office of the State Auditor recommends that counties maintain an unreserved fund balance
in their General Fund and Special Revenue Funds of between 35 and 50 percent of operating
revenues, or no less than five months of operating expenditures (similar to current
expenditures).® Counties must rely on their fund balances to meet expenditures 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). Maintaining adequate fund balances can also help counties
better manage a financial crisis or emergency. Because fund balances are an indicator of
financial health, a very low fund balance is generally a greater concern than a high fund balance.
Counties should have policies regarding fund balance levels to guide financial decisions, as well
as to provide a way for officials and the public to evaluate fund balances.’

Ten-Year Trends

As shown in Figure 10 on the following page, unreserved fund balances increased steadily from
2000 to 2009. During years when county unreserved fund balances grew at a faster rate than
current expenditures, the unreserved fund balances as a percent of current expenditures average
increased. During years when current expenditures grew at a faster pace than unreserved fund
balances, the percentage decreased. Figure 11 on the following page shows the trend in
unreserved fund balances as a percent of current expenditures between 2000 and 2009.

¥ Due to data limitations, this analysis uses current expenditures when examining unreserved fund balance levels as a
proxy for operating expenditures.

® The Office of the State Auditor has issued two Statements of Position (SOP) on Local Government Fund Balances.
See:_http.//www.auditor.state.mn.us/other/Statements/fundbalances_preGASB54_1012_statement.pdf and
http://www.auditor.state.mn.us/other/Statements/fundbalances _postGASB54_1012_statement.pdf.
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Figure 10: Unreserved Fund Balances and
Total Current Expenditures, 2000 - 2009
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Figure 11: Unreserved Fund Balances as a Percent of
Total Current Expenditures (TCE), 2000 - 2009
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[6]
[7]
[8]

[9]

Enterprise Fund Footnotes

The hospital is operated jointly by a municipality and the county.

The nursing home operations are included with the hospital operations.
The operations are for the fiscal year ended September 30.

The enterprise fund discontinued operations during the current year.

The enterprise fund is shown as a component unit in the county financial
statements.

The enterprise fund began operations during the current year.
The operations are for the fiscal year ended June 30.

The enterprise fund operations were reclassified and are shown as an internal
service fund.

The enterprise fund fiscal year-end is June 30.

[99] This entity failed to report in time for this publication.
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UNRESERVED FUND BALANCES IN THE

GENERAL FUND AND SPECIAL REVENUE FUNDS
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Appendix A - County General and Special Revenue Unreserved
Fund Balances

Minnesota counties report their unreserved fund balances at the close of their fiscal year, which
ends December 31. This may create an impression that counties have an excessive amount of
funds held in reserve. In reality, county fund balances should be relatively large at the end of the
year because of local government cash flow cycles. Counties must rely on their fund balances to
meet expenditures 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, many counties do not have a constant flow of revenue from which they are
able to fund local government operations. Property tax levies, state aid, and property tax credits
comprise the majority of county discretionary revenues. Minnesota laws govern the flow of
these major revenue sources into county treasuries:

o The first half of property taxes from property owners is due by May 15 of each year, and is
distributed to counties generally by the end of June or early July.

o Counties receive the first half of their state aid and property tax credits from the state on
July 20 of each year.

o The second half of property taxes from property owners is due by October 15 of each year,
and is distributed to counties generally by the end of November.

o Counties receive the second half of their state aid and property tax credits from the state on
December 26 of each year.

Given this state-controlled flow of revenue, county fund balances (which are measured on
December 31) are the primary source of funds available to counties for their operating
expenditures during the first five months of the next fiscal year. An adequate fund balance will
provide counties with the cash flow required to finance expenditures and avoid short-term
borrowing.

Unique Circumstances of Each County Determine the Size of Fund Balance

While counties must rely on the unreserved fund balances for cash flow purposes during the first
five months of a year, the unique circumstances of each county will determine the size of a fund
balance that must be maintained to avoid the need for short-term borrowing and to operate
effectively.

75



Numerous factors must be considered when determining the level of reserves necessary to avoid
short-term borrowing:

o If counties 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.

J Counties 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 county will determine the minimum fund balance that is
necessary for it to operate effectively. Counties may need less reserves in their General and
Special Revenue Funds if they have unreserved fund balances in other governmental or
proprietary funds from which they may borrow or transfer resources, or if they receive
significant revenues from sources other than property taxes and state aid payments (i.e., charges
for services). Conversely, counties 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 Office of the State Auditor recommends that at year-end, local governments
maintain unreserved fund balances in their General Fund and Special Revenue Funds of
approximately 35 to 50 percent of operating revenues, or no less than five months of operating
expenditures.' If the local government’s unreserved fund balance is less than or greater than this
recommendation, the local government should be able to explain the reason for the difference.

: Although this section discusses only one type of fund balance, Minnesota counties actually report three different
classifications of fund balances in the General Fund 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.

76



GLOSSARY



This page left blank intentionally



Glossary

ALL OTHER 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.

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

BORROWING - These other financing sources reflect the sale of bonds and notes, certificates of
indebtedness, and tax anticipation certificates. Counties 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 counties.

CAPITAL PROJECT FUND - A fund used to account for financial resources to be used for the
acquisition, construction, or improvement of major capital facilities (other than those financed by
enterprise funds).

CHARGES FOR SERVICES - These revenues represent user charges paid in exchange for a
service, exclusive of revenues from enterprise funds. Examples include sanitation charges, golf fees,
court costs, and public safety contracts.

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 designated to pay the
interest, fiscal charges, and principal on long-term debt.

ENTERPRISE FUND - A fund established to account for operations financed and operated in a
manner similar to private business. Examples include hospitals, nursing homes, nursing services,
and solid waste. 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.

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 local government functions, such as administration, finance, and elections. Expenditures in
this category include salaries, wages, and benefits of legislative, judicial, and administrative
personnel, in addition to supplies and building maintenance.

GOVERNMENTAL FUNDS — These are funds through which most governmental activities are

financed. The five governmental fund types are: General, Special Revenue, Debt Service, Capital
Projects, and Permanent.
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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.

HUMAN SERVICES - These expenditures are for activities designed to provide public assistance
and institutional care for individuals economically unable to provide essential needs for themselves.

INTEREST EARNINGS - 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.

LIBRARIES - These expenditures relate to the current expenditures and capital outlays for county
public libraries. Current expenditures include expenditures for staffing and administration,
circulation, cataloging of library materials, reference services for library patrons, processing and
forwarding materials, and general infrastructure costs. Examples of capital outlays are construction,
renovation of existing facilities, and the purchase of mobile library units.

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

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

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

OTHER FINANCING SOURCES - These sources include long-term debt proceeds, sales of fixed
assets, and transfers from other funds.

OTHER FINANCING USES - These sources include transfers to other funds, the refunding of
bond proceeds deposited with an 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.

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, baseball fields, organized recreation activities, etc.

PERMAMENT FUND — A fiduciary fund type used to report resources that are legally restricted

to the extent that only earnings, and not principal, may be used for purposes that support the county
programs.
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PUBLIC SAFETY EXPENDITURES - These expenditures reflect the costs related to the
protection of persons and property.

SANITATION - These expenditures reflect the costs of refuse collection and disposal, recycling, as
well as weed and pest control. Some local governments 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 ditch maintenance, deemed to
benefit primarily those properties. The amount includes the penalties and interest paid on the
assessments.

SPECIAL REVENUE FUND - 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 associated
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.

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

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

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

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. It is shown separately because enterprise funds are not included in the
governmental funds.

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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