





PREFACE

The annual report of the State Auditor covers the rev-
enues, expenditures, indebtedness, taxable valuations and tax
levies of the cities and villages of Minnesota for the year 1972.
Included in this report are the operations of municipalities whose
fiscal year ended between January 1 and June 30, 1973, as well as
those operating on the calendar year basis, These data have been
collected and are published and distributed pursuant to the provi-
sions of Minnesota Statutes Annotated, Sections 215.08 and 215.09.

This 1s the first time that this report has been prepared
on a computer, using the Minnesota Analysis and Planning System
(MAPS) at the University of Minnesota. Those wishing to make fur-‘
ther analysis of the data may contact MAPS for assistance. A pocket-
size report showing per capita receipts and disbursements for each
of the 854 cities and villages has also been prepgred in conjunction
with this report and is available upon request. Now that the coﬁ-
puter program has been written, it is expected that future reports
will be published on a current basis. For example, the 1973 report
18 in process at the time this is being written.

The Department expresses its appreciation to the municipal

finance officers whose helpful assistance has contributed to the

Kol &, EHJHC

State Auditor

preparation of this report.

May 1974
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INTRODUCTION

SCOPE

This report covers the financial operations of the cities
and villages in Minnesota for the year 1972, The sources of
these data are annual city and village financial statements,
reports of audits by public accountants and the State Auditor,
and county auditors’ tax abstracts and reports of indebtedness.
The State Department of revenue and county auditors also
supplied data pertaining to the distribution of state shared
taxes,

Two villages, Orr and Boy River, failed to submit a
financial statement or report. These villages, both under 350 in
population, represent less than one-fourth of one percent of
the municipalities. :

The financial operations of the municipal public service
enterprises are presented separately from the governmental
. operations. These enterprises operate wholly or in large part
from revenue derived from sale of goods or services. When
possible, each enterprise is presented separately on a revenue
and expenditure basis. However, in some municipalities the
" operations of two or more enterprises are combined or the
governmental function of sanitary sewers and sewage disposal
are combined with the operations of the water utility. In these
instances they are presented with appropriate footnotes.

Receipts and disbursements for governmental functions
are summarized by population groups based on the revised
1970 Federal census. These population groups correspond to
the legal definition of the 1st, 2nd, 3rd, and 4th class cities.
The latter group is further divided between those over and
under 2,500 population. This grouping is for the purpose of
making comparison of financial data between groups as well as
between municipalities of similar size.

' Sixteen cities)

Annexations, consolidations of towns with cities and
villages, and census revisions resulted in an increase of 12,831
in the total population of cities and villages during 1972,

The village of Eagan was incorporated in 1972, and has
been included in this report for the first time in 1972. The
village of North Crosslake was dissolved making a total of 739
villages, 114 cities, and one borough.

The fiscal year of these municipalities ends on various
dates during the year. The financial data in this report are for
the period shown below.

Class of Unit Fiscal Year Ended

All Villages )
Eighty three cities)

December 31, 1972

One city January 13, 1973

Seven cities February 28, 1973

March 31, 1973 -
One borough)

One city April 30, 1973
Two cities May 31, 1973
Three cities June 30, 1973
One city September 30, 1972

All Villages operate under the laws of the State. The
Borough of Belle Plaine and sixteen cities operate under
general or special laws of the State. The remaining cities are
governed by home rule charter.



GENERAL SUMMARY

TAXABLE VALUATIONS AND TAX LEVIES

» Data on the ad valorem tax on real and personal
property in each population group and fof all minicipalities are
presented in the following table.

Taxable Valuation

Population Per Capita

Group 1970 1971
Over 100,00 $869.21 $883.75
20,000 to 100,000 910.17 958.31
10,000 to 20,000 730.97 798.57
2,500 to 10,000 . 655.60 700.39
Under 2,500 514.36 527.97
All Municipalities $777.85 $813.37

Taxable valuation per capita in all municipalities

increased $35.52 or 4.6% in 1971. The increase in valuation in
each population group varied from $13.61 or 2.6% in the
under 2,500 group to $67.60 or 9.2% in the 10,000 to 20,000
group.

The amount of municipal taxes levied per capita in all
municipalities decreased $3.09 or 4.9%. This was slightly more
than the percentage of increase in taxable valuation, which
resulted in the average tax rate dropping 7.37 mills. The

Taxable valuations are based on assessments made in
1971 and on which taxes were levied that year for coliection
in 1972, together with comparable data for the preceding year.

Tax Levied Average Tax Rate
Per Capita (Milis)
1970 1971 1970 1971
$106.68 $100.57 122,73 113.80
46.93 47.51 51.67 49,657
53.36 51.20 73.01 64.11
47.12 43.17 71.88 61.63
37.78 34.10 73.45 64.59
$ 63.69 $ 60.60 81.88 74.51

municipal taxes levied per capita in each group ranged from a
decrease of $6.11 or 5.7% in the over 100,000 group to an
increase of $ .58 or 1.2% in the 20,000 to 100,000 group.
This resulted in the average mill rate in these groups decreasing
8.93 mills and 2.00 mills, respectively. ’

There were 26 villages which levied no property tax in
1971 and 129 which levied less than $10 per capita. These
villages were all in the under 2,500 group with two exceptions
and most have a population of less than 1,000.

GOVERNMENTAL OPERATIONS

REVENUE

Revenue receipts for the governmental operations of all
municipalities in 1972 totaled $5654.7 million which was $74.9
million or 15.6% higher than in 1971. The total revenue per
capita was $188.02 compared with $163.38 in 1971. The
amount per capita in each population group was as follows:

Population Group Per Capita
100,00 and over $256.00
20,000 to 100,000 163.90
10,000 to 20,000 179.99
2,500 to 10,000 171.02
Under 2,500 124.22

Total operating revenue of the 854 cities and villages
comes from three principal sources: (1) Taxes (32%); (2)
Intergovernmental revenue (32%)--federal and state aids and
shared taxes; (3) Miscellaneous revenue (35%)--consisting

principally of charges for services, special assessments, public
enterprise, profits and licenses, fines and interest on
investments, :

Revenue from taxes totaled $178.1 million which was
5% less than in 1971 (see Table 1). It is interesting to note that
the three first-class cities received 43% of their revenue from
taxes, while the other cities and villages in the state averaged
about 25%.

Intergovenmental revenue, the second largest source of
governmental revenue, totaled $177.7 million which was 32%
of the total revenue compared with $126.2 million or 26.3%
from that source in 1971. Revenue from this source ranged
from 27.2% in the 20,000 to 100,000 population group to
35.8% in the over 100,000 population group.
Intergovernmental revenue was the largest percentage of
increase in revenue of any source. Intergovernmental revenue
by major class of city and village is summarized below.

Intergovernmental Receipts for 1972

Over 20,000-

100,000 100,000
State Shared Taxes $40,172,041 $21,965,980
State Grants for Relief T
State Grants for Highways 7,424,078 5,885,800
State Grants-Other Purposes 345,695 2,182,272
County Grants for Relief ..
County Grants for Highways . .
County Grants-Other Purposes 2,721,666 364,445
Grants-Other Local Units . . 6,211
Federal Grants 21,216,790 3,269,280
Federal Revenue Sharing 5,623,895 2,836,151
Total Intergovernmental Revenue $77,504,165 $36,510,139

Charges for services which totaled $58.8 million were $7
million or 13.5% higher than in 1971.

10,000- 2,500- Under
20,000 10,000 2,500
$12,189,350 $15,594,508 $11,050,185

70,373 3458 .
2,676,908 1,680,412 127,721
853,080 469,436 469,246
...... 36,222 3,861
...... 16,950 99.364
339,535 475,763 60,590
............ 19,690
3,864,636 4,658,911
1,687,833 2,501,129 f 4.778,050
$21,681,715 $25,436,789 $16,608,707

Special assessments totaled $75.3 million and accounted
for 13.6% of the total revenue compared with $62.9 million or



13.1% in 1971. The percentage of revenue from this source
ranges from 4.4% in the over 100,000 population group to
23.3% in the 10,000 to 20,000 population group.

Contributions from public service enterprises totaled
$18.7 million or 3.4% of total revenue. This revenue is largely
profits of municipal liquor stores and electric utilities, neither
of which are operated by the three largest cities. This is an
important source of revenue in the under 2,500 group where it
accounts for 12.9% of revenue. In a number of municipalities
in this group it is the largest source of revenue and in some
exceeds 50% of revenue.

Interest on investments which totaled $14.9 million was
up $1.4 million and accounted for 2.7% of revenue from this
source compared with 2.8% in 1971. Other sources of revenue
together totaled $21.1 million and accounted for 5.6% of total
revenue.

EXPENDITURES

Expenditures for governmental functions by all
municipalities in 1972 totaled $585.6 million which was $42.9
million or 7.9% higher than in 1971, as expenditures for all
functions except libraries increased. Expenditures for public
safety, highways, and sanitation each exceeded $100 million.

The costliest governmental function was sanitation
where expenditures totaled $119 million. This was $7 million
or 6.3% higher than in 1971, Municipalities in the less than
2,600 population group accounted for $3.3 million of this
increase and the cities over 100,000 increased $3.8 million.
Qver $70 million or 58.8% of the expenditures for sanitation
are for construction of sewer and sewage treatment plants.

Expenditures for highways or streets totaled $101.1
million. This was $4.9 million or 4.6% less than in 1971.
Construction of highways totaled $50 million or 49.5% of
these expenditures.

Expenditures of $115.5 million for public safety were
up $13.5 million or 13,2%. This is the most costly function in
the over 100,000 population group with expenditures of $568.7
million which is 25.2% of expenditures in that group. The
percentage in the other groups ranges from 12.5% to 19.5%.

Expenditures for recreation including parks totaled
$54.9 million and accounted for 9.4% of the total
expenditures compared with $54.4 million or 10% in 1971.

Interest payments which totaled $38 million increased
18.7% over the preceding year. This is accounted for by higher
interest rates on bonds issued in the last few years and the
increase in outstanding indebtedness.

Figure 1 depicts the share each source of revenue
provides and the proportionate cost of each governmental
function. Figure 2 shows the change in the total amount of
governmental revenue and expenditures in the last 10 years.

OPERATION OF PUBLIC SERVICE ENTERPRISES

Municipalities in Minnesota operate 12 types of public
service enterprises. Eight are presented on separate tables and
four are combined in one table as ‘‘Other service enterprises.”
Electric utilities which operate generation and distribution
systems are presented separately from those which operate
distribution systems only. Some of the former, however,

purchase a part of the electricity needed from private or other

public sources.

When possible, the financial

operations

of these

enterprises are presented on the accrual basis rather than cash

basis.

The following two-year summary of operations by type
of enterprise is presented for the purpose of comparison.

1971 1972
Water Utilities
Operating Revenue $44,025539 $48,412,594
Operating Expense 36,197,464 40,126,154
tncome from Operations $ 7,828,075 $ 8,286,440
Electric Utilities
Generation and Distribution
Operating Revenue $44,391,356 $48,656,145
Operating Expense 35,263,926 38,212,872
Income from Operations $ 9,137,431 $10,443,273
Distribution Systems Oniy
Operating Revenue $16,958,666 $18,422,686
Operating Expense 12,801,749 14,030,873
Income from Operations $ 4,156,817 $ 4,391,813
Heat Utilities
Operating Revenue $ 3,307,891 $ 3,828,683
Operating Expense 3,628,808 3,909,491
Loss from Operations $ (320917) $ (80,808)
Gas-Utilities :
Operating Revenue $14,352,968 $15,051,985
Operating Expense 12,946,393 13,707,498
Income from Operations $ 1,406,575 $ 1,344,487
Hospitals
Operating Revenue $32,225,323 $31,490,540
Operating Expense 31,868,947 31,454,313
Income from Operations $ 356,376 $ 36,227
Nursing Homes
Operating Revenue $ 6573411 $ 7,659,630
Operating Expense 5,997 582 7,169,321
Income from Operations $ 575829 $ 490,309
Other Service Enterprises
Operating Revenue $ 1,731,064 $ 1,795,006
Operating Expense 1,743,345 1,808,519
Income (Loss) from Operations $ (12,281) $ (13513)

Operating. revenue and expense were both higher for all
types of enterprises except hospitals in 1972. However, the
increase in operating expense exceeded the increase in
operating revenue for all but water, electric and heat utilities
and hospitals which resulted in lower income or greater loss
from operations of the gas utilities, nursing homes and other
enterprises. The Duluth Hospital is not included in 1972
because it is. no longer a city owned hospital, and thus both
total operating revenue and expense for Hospitals are lower in
1972 as compared to 1971.

The following is a two year summary of liquor store
operations.



1971 1972

Per Cent Per Cent

Amount of Sales Amount of Sales
Sales $83,677,374 100.0 $85,107,701 100.0
Cost of Sales 55,699,322 66.4 56,874,682 66.8
Gross Profit $28,078,052 33.6 $28,233,019 33.2
Operating Expense 17,524,174 20.9 18,237,367 21.4
~ Net Income $10,553,878 127 $ 9,995,652 11.8

Total sales were up $1.4 million, cost of sales were up
$1.3 million and gross profit was up $1556 thousand. However,
operating expense rose $713 thousand resulting in a decrease
in net income of over $558 thousand. Contributions to
governmental funds total $9.3 million compared with $9.8
million in 1971,

INDEBTEDNESS

Outstanding indebtedness of cities and villages is
presented in Table 14 classified by purpose of issue. The five
types are general obligation, which are bonds payable from a
general tax levy; special assessment, which are payable wholly
or in part from special assessments; revenue bonds, which are
payable from revenue of public service enterprises; refunding
bonds; and other, which consists primarily of bonds payable
from Municipal State-aid Street Allocations.

During the year 1972 bonds totaling $185.56 million
were issued and $108.7 million were retired leaving $1.021
billion outstanding at the end of that year.

Figure 3 shows the amount of bonds outstanding at the
end of each year since 1962, During this period the amount
outstanding has increased $597 million or 140.7%.



GROSS REVENUES, EXPENDITURES, AND DEBT
OF
THE CITIES AND VILLAGES

YEAR 1972



FIGURE 1
THE CITIES AND VILLAGES -~ 1972

Charges for
Services

Special
Assessments
13,6%

¢ Contrj:.butions frc.)m Public §
Service Enterprises 3.47%

<#——— Licenses and Permits 2.0%
-<8—— Interest on Investments 2,7%

<¢—— Fines and Forfeits 1.3%

Intergovernmental
Revenue 32,07

<@—= All Other 2.,3%

Taxes 32,1%

GROSS REVENUES* $554,665,390

Unallocated
11.0%

General
Government
6.8%

~@————— Tnterest Payments 6.5%

Recreation
9.4%

Contributions to Public

Service Enterprises 3.9%

@ Libraries 1.9%

} ~#—— Yelfare 1.8%

. . !

Public Safety 19,79 ~#—— Health 1.4%

Highways 17,3%

Sanitation 20.3%

GROSS EXPENDITURES*#* $585,638,470

*Does not include borrowing, agency, trust, investment, or public enterprise receipts,
**Current expense and capital outlay, excluding public service enterprise expenditures,




FIGURE 3
THE CITIES AND VILLAGES

BONDED INDEBTEDNESS

For the Years 1962 - 1972
(Millions of Dollars)

FIGURE 2
THE CITIES AND VILLAGES
GOVERNMENTAL REVENUE AND EXPENDITURES
For the Years 1962 - 1972
(Millions of Dollars)
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