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Scope and Methodology

This report provides financial information on the 535 special districts that provided financial
information to the Office of the State Auditor for fiscal year 2006 and the 500 that submitted
financial information for fiscal year 2005." This report focuses exclusively on those special districts
that are not component units of a primary local government.”

Special districts are local government units created or authorized by state law to perform specific
duties or provide specific services in a limited scope. Minnesota statutes authorize the creation of a
variety of special districts or authorities. Some special districts are created through special
legislation while others are generally authorized but require approval by local electors or elected
local officials.

Depending on the type of district and the authorizing legislation, special districts may levy property
taxes and/or special assessments. When the primary sources of revenues for a special district are
derived from taxes or intergovernmental revenues, the district generally accounts for its activities in
governmental funds. In other instances, special districts function similarly to a private business and
charge fees to cover the costs of providing the services. Special districts that operate in this manner
are considered enterprises and account for their activities in enterprise funds.

Special districts in Minnesota end their fiscal years at different times. This report covers the special
districts with fiscal years that end between July 1, 2006, and June 30, 2007 (FY 2006) as well as
those with fiscal years ending between July 1, 2005, and June 30, 2006 (FY 2005). A special
district’s fiscal year may end September 30, December 31, March 31, or June 30, and a few special
districts may have a different fiscal year than those listed.

This report categorizes special districts into 25 functional categories such as airport commissions,
hospital districts, and sanitation districts. The summary tables present the 2005 and 2006 revenues,
expenditures, and debt of the 500 special districts that provided financial reports to the Office of the
State Auditor in 2005 and the 535 special districts that reported in 2006. The text of this report
provides two-year comparisons of the data. Many of the charts focus on the 2006 data, but all 2005
data can be found in the data tables section.

Table 1 shows the 2005 and 2006 distribution of the districts that reported their financial
information to the Office of the State Auditor by their functional category. Table 2 examines the
operating income and losses of special district enterprises. Tables 3 through 6 provide a two-year
summary of governmental fund revenues and expenditures, enterprise fund operations, and
outstanding indebtedness. Tables 7 through 10 provide detailed 2006 financial data on special
district governmental fund and enterprise activities, while tables 11 through 14 provide 2005 data.

! The identified number of special districts in 2006 was 562, with 27 failing to report their financial information to the
Office of the State Auditor; in 2005, the number of identified special districts was 556, with 56 failing to report their
financial information to the Office of the State Auditor. The total number of districts may be greater, as there is no
comprehensive list of all special districts.

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

e In 2006, special districts had governmental fund revenues of $642.2 million and enterprise
fund operating revenues of $1.63 billion. This compares to governmental fund revenues of
$601.8 million and enterprise fund operating revenues of $1.78 billion in 2005. Total
governmental revenues increased 6.7 percent, while operating revenues of special district
enterprises decreased 8.6 percent over this period. (pg. 7).

e In 2006, special districts had expenditures of $673.1 million from governmental funds and
$1.98 billion in operating expenses from enterprise funds. In 2005, special districts
expended $626.7 million from governmental funds and had $2.04 billion in operating
expenses from enterprise funds. (pg. 10).

e Overall, special district enterprises had operating losses of $356.1 million in 2006 (operating
revenues minus operating expenses), compared to $259.0 million in 2005. (pg. 12).

e In 2006, there were significantly more enterprises with operating losses than operating
incomes, 203 to 133 respectively (18 enterprises broke even.) (pg. 12).

e Special districts reported $5.06 billion in outstanding long-term debt (bonds and other
long-term debt) in 2006, compared to $5.23 billion in 2005. (pg. 13).
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Overview

According to the U.S. Census Bureau, Minnesota has the seventh-highest number of local
governments in the country. Most people are familiar with more common local entities such as
counties, cities, townships, and school districts. This report focuses on a fairly common but less
well-known type of government called special districts. In 2006, 562 special districts were required
to report financial information to the Office of the State Auditor, as compared to 556 in 2005.

In general, special districts are authorized or created by state law but require approval by local
officials and/or local electors to become a functioning entity. Many special districts have boards that
are appointed by local and state officials while others have elected board members, such as soil and
water conservation districts.

This report presents 2005 and 2006 summary financial information for special districts that
provided their financial statements to the Office of the State Auditor. The report provides
comparisons between the 2005 and 2006 data. In 2005, 500 special districts provided their financial
statements to the Office of the State Auditor, while 535 reported in 2006. In 2005, 56 special
districts did not comply with the request for financial information as authorized under
Minn. Stat. 6.74.° In 2006, 27 special districts did not comply with the request.

Table 1 on the following page shows, by district type, the distribution of the 500 special districts
that reported their financial information to the Office of the State Auditor in 2005 and the 535 that
reported in 2006.

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



Table 1: Number and Types of Special Districts Reporting Financial Data, 2005 and 2006

2005
Number of Number of
Special District Type Special Districts Special District Type Special Districts

Airport Commissions Public Safety Agencies or Districts 24
Cable Commissions Recreation Authorities 2
Education Districts Regional Development Commissions 10
Health/Human Services Districts Regional Railroad Authorities 3
Hospital Districts Rural Water Systems 5
Housing and Economic Development Authorities Sanitation Districts 34
Joint Powers Service Cooperatives 10
Lake Conservation Districts Soil and Water Conservation Districts 93
Lake Improvement Districts Training Centers/Councils 2
Library Districts Transit Commissions 4
Mental Health/Family Services Collaboratives Watershed Districts 40
Port Authority Watershed Management Organizations 22

2006
Number of Number of
Special District Type Special Districts Special District Type Special Districts

Airport Commissions Public Safety Agencies or Districts 24
Cable Commissions Recreation Authorities 3
Drainage and Conservancy District Regional Development Commissions 9
Education Districts Regional Railroad Authorities 5
Health/Human Services Districts Rural Water Systems 5
Hospital Districts Sanitation Districts 41
Housing and Economic Development Authorities Service Cooperatives 10
Joint Powers Soil and Water Conservation Districts 93
Lake Conservation Districts Training Centers/Councils 2
Lake Improvement Districts Transit Commissions 5
Library Districts Watershed Districts 41
Mental Health/Family Services Collaboratives Watershed Management Organizations 25
Port Authority




Revenues

Special districts in Minnesota account for financial activities in both governmental funds and
enterprise (also called proprietary) funds. Special districts that rely on general revenue such as taxes
and intergovernmental revenue to fund their operations use governmental funds to account for their
financial activities. They do not report a profit or loss and are not expected to recover their costs
primarily through charges to users of the service. In contrast, special districts that operate as
enterprise funds show a profit/loss statement and are generally expected to cover most of their costs
through user charges. In 2006, special districts had governmental fund revenues of $642.2 million
and enterprise fund operating revenues of $1.63 billion. This compares to governmental fund
revenues of $601.8 million and enterprise fund operating revenues of $1.78 billion in 2005. Total
governmental revenues increased 6.7 percent, while operating revenues of special district
enterprises decreased 8.6 percent over this period.

Figure 1 compares special district revenues to cities and counties. Special districts differ
significantly from the other types of local governments in terms of their heavy use of enterprise
funds to provide services.

Figure 1: Comparison of 2006 Governmental Fund
Revenues and Enterprise Operating Revenue by Type of
Local Government
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Governmental Funds

Special districts had total governmental fund revenues of $642.2 million in 2006. This represents an
increase of $40.4 million, or 6.7 percent, over 2005. The primary sources of revenues for special
districts in 2006 were state grants (29 percent), taxes (25 percent), local grants (14 percent), and
charges for services (13 percent). These percentages are similar to those in 2005.



While the principal sources of revenues for special districts are similar to those of cities and
counties, a notable difference is in the level of local grants®. While local grants account for
14.2 percent of special district revenues, they account for just 1.7 percent of city revenues and
1.4 percent of county revenues. The greater reliance on local grants reflects the collaborative nature
of many districts.

Figure 2 shows the relative shares of special district total governmental revenues by source.

Figure 2: Special District Total Governmental Fund

Revenues - 2006
$642,227,706
Local Grants

Charges for
14%

Services
13%

Federal Grants
11%

Interest
Earnings
All Other 3%
State Grants Revenues*
29% 59,

* Includes fines and forfeits, licenses and permits, special assessments, and all other revenues.

When revenues are broken out by type of district for both 2005 and 2006, regional development
agencies stand out in terms of their sheer size. Among regional development and planning agencies,
a single agency, the Metropolitan Council, accounted for 90 percent of the revenues in this category
of special districts. Overall, the Metropolitan Council’s $178.0 million in total revenues represents
28 percent of all special district governmental fund revenues in 2006. The primary sources of
revenues for the Metropolitan Council are taxes and state grants, which account for 82 percent of its
2006 governmental fund revenues.

To put the $642.2 million of governmental fund revenues of special districts in perspective, the
1,789 townships in Minnesota had total revenues of $236.8 million in 2006, while counties and
cities had total revenues of $5.13 billion and $4.48 billion, respectively.

* “Local grants” is the term used to describe the financial contribution of other local entities. It may reflect an ongoing
arrangement or a one-time event.



Figure 3 shows total revenues by special district type.

Figure 3: Total Governmental Fund Revenues by
Special District Type - 2006
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* Includes airport commissions, drainage and conservation districts, hospital districts, joint powers districts, lake
conservation districts, lake improvement districts, and regional railroad authorities.

Enterprise Funds

Special district enterprise operations received operating revenues of $1.63 billion in 2006 compared
to $1.78 billion in 2005°. This represents a decrease of 8.6 percent. Almost all operating revenues
collected by special district enterprises are generated through user charges for goods and services.
Examples of special district enterprises include hospital districts and municipal power agencies. In
addition to operating revenues, special districts received non-operating revenues from taxes and
intergovernmental revenues totaling $592.5 million in 2006, as compared to $476.8 million in 2005.

Among the various types of special districts, those generating the highest level of operating
revenues in both 2005 and 2006 were service cooperatives and hospital districts. These two types of
special districts accounted for almost half of all operating revenues for special district enterprises
each year.

> Total excludes internal service funds that reflect interdepartmental billing.



Figure 4 shows the 2006 operating revenues of special districts by special district type.

Figure 4: Special District Enterprise Operating
Revenues by District Type - 2006
$1,627,154,381

RDC's
14%
Hospital Districts Airport
19% Commissions
14%

Joint Powers

Service 13%

Cooperatives
29% Housing and
Redevelopment
All Others * Authorities
5% 6%

* Includes economic development districts, library districts, port authorities, transit commissions, and
watershed management organizations.

Expenditures

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

In 2006, special districts had expenditures of $673.1 million from governmental funds and $1.98
billion in operating expenses from enterprise funds. In 2005, special districts expended $626.7
million from governmental funds and had $2.04 billion in operating expenses from enterprise funds.

Governmental Funds

Of the $673.1 million in governmental fund expenditures in 2006, $509.5 million were current
expenditures, $95.7 million were capital expenditures, and $67.9 million were debt service
payments. Among the services provided by special districts through governmental funds, those
related to transit (20 percent of expenditures), conservation of natural resources (17 percent), and
health and human services (12 percent) were the three largest categories in 2006 (as well as 2005).

10



Figure 5 shows the 2006 share of total expenditures that each category represents. Each category,
except debt service, includes both current and capital expenditures.

Figure 5: Special District Total Governmental Fund
Expenditures - 2006

$673,063,092
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* Includes general government, streets and highways, and all other expenditures.

Like the revenue breakdown, regional development agencies account for the largest block of
governmental fund expenditures by special districts in both 2005 and 2006. Regional development
agencies accounted for 32.2 percent of all special district expenditures in 2006. This was almost
four times as much as any other type. Among regional development agencies, the Metropolitan
Council accounted for 91.3 percent of expenditures in 2006.

Figure 6 shows the distribution of governmental fund spending by district type.

Figure 6: Total Governmental Fund Expenditures by
Special District Type - 2006
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* Includes airport commissions, drainage and conservation districts, hospital districts, joint powers districts, lake conservation

districts, lake improvement districts, and regional railroad authorities.

11



Enterprise Funds

Special district enterprises had total operating expenses of $1.98 billion in 2006 compared to
operating expenses of $2.04 billion in 2005. This represents a year-to-year decrease of 2.7 percent.
The operating expenses of special district enterprises were nearly four times greater than the current
expenditures (a similar type of expense) of special district governmental funds.

Special districts using enterprise fund accounting provide services and goods to citizens in their
service area. Some special districts charge enough to cover their costs, while many others do not.
Overall, special district enterprises had operating losses of $356.1 million in 2006 (operating
revenues minus operating expenses), compared to $259.0 million in 2005. This means that reserves,
taxes, intergovernmental revenues, and other non-operating sources of revenues were used to cover
the operating losses.

In 2006, there were significantly more enterprises with operating losses than operating incomes, 203

to 133 respectively (18 enterprises broke even.) Table 2 summarizes 2006 operating losses and
income by size of operating loss or income.

Table 2: Distribution of Operating Losses and Income Among Special District Enterprises

Average
Number of  Sum of Operating Operating
Category of Operating Income/(Loss) Enterprises Income/(Loss) Income/(Loss)

Losses Greater Than $10 Million ($398,092,360) ($79,618,472)
Losses Between $10 Million and $500,000 (26,686,749) (1,213,034)
Losses Between $100,000 and $499,000 (9,961,805) (216,561)
Losses Less than $100,000 (4,258,371) (32,757)
Break Even 0 0
Gross Profit between $0 and $100,000 1,850,237 22,842
Gross Profit Between $100,001 and $500,000 7,363,663 237,538
Gross Profit Between $500,001 and $10 Million 36,998,409 1,849,920
Gross Profit Over $10 Million 36,693,194 36,693,194

When special district enterprise fund expenses are examined by district type, two types account for
noticeably larger expenses than the others. Regional development agencies and service cooperatives
account for 48 percent of all special district operating expenses. While these two types of special
districts account for almost half of the spending, they only represent 8 percent of all special districts
reporting enterprise funds.

Among service cooperatives, a large percentage of the operating costs are related to pass-through
health and risk insurance premiums. Service cooperative members purchase insurance through the
cooperatives, which have negotiated with private insurance providers. The operating costs are the
premium payments paid to these providers. Among the regional development agencies, the
Metropolitan Council accounted for 99 percent of the operating expenditures. The Metropolitan

12



Council’s transit and environmental services enterprises accounted for the majority of the Council’s
operating expenses (88 percent).

Figure 7 shows the enterprise fund expenses by special district type.

Figure 7: Enterprise Fund Operating Expenses by Special
District Type - 2006

All Other District Enterprises *
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* Includes economic development districts, library districts, port authorities, transit commissions, and watershed management
organizations.

Long-Term Debt

Special districts reported $5.06 billion in outstanding long-term debt (bonds and other long-term
debt) in 2006, compared to $5.23 billion in 2005. This represents a decrease of 3.5 percent. In 2006,
counties had long-term debt of $2.31 billion, while cities had $8.68 billion in long-term debt.

Three special districts (the Metropolitan Airports Commission, the Southern Minnesota Municipal
Power Agency, and the Metropolitan Council) accounted for 80 percent of the debt in 2006. One
agency, the Metropolitan Airports Commission, accounted for $1.99 billion, or 39 percent, of the
total outstanding long-term debt of special districts in 2006.
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Figure 8 shows the level of long-term debt by special district type.

Figure 8: Total Special District Long-Term Debt -
2006
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* Includes cable commissions, education districts, health/human services districts, lake conservation districts, port authorities, rural
water systems, sanitation districts, service cooperatives, transit commissions, and watershed districts.
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Appendix 1

Listing of Special Districts That Failed to Report to the Office of the

State Auditor — 2005 and 2006

2005

3 Counties for Kids

Aitkin Drainage Conservation District

Annandale - Maple Lake Wastewater Commission

Blue Earth City Housing and Redevelopment Authority

Blue Earth River Basin Initiative (BERBI)

Buffalo Lake EDA

Buffalo Ridge Regional Railroad Authority

Cass County/Leech Lake Reservation Childrens Initiative

Cedar Lake Improvement District

Central Minnesota Soil and Water Conservation District - Cluster 5
Joint Powers Board

Chippewa Care Collaborative

Chisago County Children's Cabinet Collaborative

Clearwater River Watershed District

Clearwater Sanitary District

Crane Lake Water and Sanitary District

Dakota County Family Services Collaborative

Delft Sanitary District

Duluth Area Family Services Collaborative

Elko/New Market Wastewater Treatment Facility and Sewer System

Glacial Ridge Hospital District

Grant County Y outh and Child Council (Collaborative)

Grass Lake Watershed District

Gun Club Lake Watershed Management Organization

Human Services of Faribault and Martin Counties

Isanti County Integrated Children's Collaborative Fund

Kittson County Children's Collaborative

Kittson-Marshall Rural Water System

Knife Lake Improvement District

Lac qui Parle Regional Railroad Authority

Lake of the Woods Area Tourism Board

Le Sueur County Family Services Collaborative

Moose Lake-Windemere Area Sanitary Sewer District

North Long Lake SSD

North Suburban Hospital District

Northern Counties Land Use Coordinating Board

Northern Minnesota Municipal Power Agency

Northern St. Louis County Family Services Collaborative
Northwest Minnesota Household Hazardous Waste Management

Oakland Sanitation District

Pennington County Family Services Collaborative
Ramsey County Children's Mental Health Collaborative
Robbinsdale Area Redesign

Rock-Pipestone Family Services Collaborative

Six Cities Watershed Management Organization
Snake River Watershed District
Stockton-Rollingstone MN City Watershed District
Tofte-Schroeder Sanitary Sewer District

Tower and Breitung Water and Sewer Commission
Traverse County Connections Collaborative

Visions for Families and Communities

Wannaska Sanitary District

Western Minnesota Municipal Power Agency
Westonka Healthy Community Collaborative

White Earth Reservation HRA

Winona County Children's Collaborative
Worthington Housing and Redevelopment Authority

P — ———————— e —

2006

6072 - Valley Crossing Community School

Blue Earth River Basin Initiative (BERBI)

Cass County/Leech Lake Reservation Children's Initiative

Central Minnesota Soil and Water Conservation District -
Cluster 5 Joint Powers Board

Chisholm Housing and Redevelopment Authority

Clearwater River Watershed District

Clearwater Sanitary District

Crane Lake Water and Sanitary District

East Lake Clinic District

Grant County Youth and Child Council (Collaborative)

Kittson-Marshall Rural Water System

Knife Lake Improvement District

Lincoln County HRA

Marine on St. Croix WMO

North Long Lake SSD

Northern Minnesota Municipal Power Agency
Northwest Hennepin Family Services Collaborative
Region Nine Development Commission

St. Louis Park Housing and Redevelopment Authority
Tower and Breitung Water and Sewer Commission
Traverse County Connections Collaborative

Villard Area Lakes Sanitary District

Wannaska Sanitary District

Waseca Housing and Redevelopment Authority
Western Minnesota Municipal Power Agency

White Earth Reservation HRA

Worthington Housing and Redevelopment Authority

17
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Appendix 2

Special District Descriptions

The Minnesota Legislature has authorized a variety of special districts or authorities that are
considered special service districts.

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

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

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

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

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

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

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

In order to qualify as a local children’s mental health collaborative, the representatives of the local
system of care and specified nongovernmental entities must agree to establish a local children’s
mental health collaborative and develop an integrated service system, commit resources to
providing services, and develop a plan to contribute funds. Some collaboratives merged family
services and local children’s mental health collaboratives.

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

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

Metropolitan Mosquito Control District This agency was created by the Minnesota Legislature.
It provides service in the seven-county Minneapolis-St. Paul metropolitan area. An 18-member
commission, composed of members of the boards of county commissioners from each of the
participating counties, governs the district. The district may certify the amount of property taxes to
be levied on its behalf.

Municipal Power Agencies The agencies are established by written agreement between two or
more member cities, upon resolution of the respective city governing bodies, to generate and
distribute electric power. A board, consisting of representatives of the governing bodies of the
member cities, governs each agency. The number of representatives per city and their manner of
selection are specified in the agreement establishing the agency. Municipal power agencies may
impose service charges, accept appropriations and grants from member cities, and issue revenue
bonds.
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Park Districts These districts are authorized under a general law applicable only to counties with
350,000 or more inhabitants; adjoining counties may also be included in the district. Establishment
is by the board of county commissioners following petition of voters or resolutions adopted by a
majority of the governing bodies of the cities within each county in the proposed district; local
referendum is required if petitioned for or if the county commissioners so desire.

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

Regional Development Commissions These commissions, which coordinate state, federal, and
local planning and development programs, are established by the Governor following petition by a
combination of the governing bodies of the cities and counties representing a majority of the
population residing in the area of the proposed commission. Each commission consists of members
chosen from local governing bodies, councils of governments, Native American tribal councils, and
public interest groups. The commission by-laws specify the method of selection of board members.
Regional development commissions may receive state and federal grants and may levy property
taxes.

Regional Public Library Districts These districts were established by special acts to provide
regional library services to specific areas. They are governed by boards consisting of elected
directors and, in some cases, including a member appointed by each county. The district may levy
property taxes and issue debt.

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

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

Rural Development Financing Authorities These districts are authorized to acquire, construct,
and improve agricultural development. Improvement projects are established by resolution of one or
more counties. A board of directors, appointed by the county governing bodies of the counties
served, governs each authority. The authorities may set charges for their services, levy special
assessments, receive state contributions and proceeds from tax increment financing.
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Rural Water User Districts Rural water user districts may be established to conserve, store, and
distribute water under general law upon petition of at least 50 percent of the landowners to the State
District Court. If the district includes an area within a city, then the petition must include a
resolution of the city governing body. An elected board of directors governs each district. The
districts may impose service charges and issue revenue bonds.

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

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

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

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

Solid Waste Management Districts Solid waste management districts may be established to build
and operate solid waste facilities of the State Waste Management Board following petition from
governing bodies of at least half the counties that lie wholly or in part within the proposed district.
Each participating government appoints two members to the district board of directors. The district
may charge fees and issue revenue bonds.
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Transit Commissions The Metropolitan Transit Commission was abolished in
1994 and its powers transferred to the Metropolitan Council. The St. Cloud Metropolitan Transit
Commission was established by a 1969 law. It consists of members appointed by the governing
bodies of the participating municipalities. The commission may issue revenue bonds, impose
charges, and levy property taxes.

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

Table 3

for Fiscal Years 2005 and 2006 *

Percent of Percent of 2005/06
2005 Total 2006 Total Percent
Governmental Funds Amount Revenues Amount Revenues Change
REVENUES
Taxes $148,170,242 24.6% $159,782,022 24.9% 7.8%
Special Assessments 5,939,532 1.0% 6,296,709 1.0% 6.0%
Licenses and Permits 577,185 0.1% 825,444 0.1% 43.0%
Intergovernmental Revenues
Federal Grants 57,751,276 9.6% 68,884,837 10.7% 19.3%
State Grants 196,752,858 32.7% 188,418,982 29.3% -4.2%
Local Grants 83,024,825 13.8% 91,484,864 14.2% 10.2%
Total Intergovernmental Revenues 337,528,959 56.1% 348,788,683 54.3% 3.3%
Charges for Services 71,938,426 12.0% 81,177,259 12.6% 12.8%
Fines and Forfeits 495,945 0.1% 694,961 0.1% 40.1%
Interest Earnings 12,444,483 2.1% 21,466,174 3.3% 72.5%
All Other Revenues 24,699,767 4.1% 23,196,454 3.6% -6.1%
Total Revenues $601,794,539 100.0% $642,227,706 100.0% 6.7%
OTHER FINANCING SOURCES
Borrowing 81,780,826 30,476,609 -62.7%
Other Financing Sources 1,580,747 698,155 -55.8%
Transfers
Enterprise Funds 1,714,698 195,121 -88.6%
Governmental Funds 13,505,935 10,686,660 -20.9%
Total Revenues and Other Sources  $700,376,745 $684,284,251 -2.3%

* This report includes special districts with fiscal years that end between July 1, 2006, and June 30, 2007 (FY 2006) as
well as those with fiscal years ending between July 1, 2005, and June 30, 2006 (FY 2005). A special district’s fiscal year
may end September 30, December 31, March 31, or June 30, and a few special districts may have a fiscal year other than

those listed.
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Table 4
Summary of Governmental Fund Expenditures *
for Fiscal Years 2005 and 2006

Percent of Percent of 2005/06
2005 Total 2006 Total Percent
Governmental Funds Amount Expenditures Amount Expenditures Change
EXPENDITURES
General Government
Current Expenditures $12,776,278 2.0% $15,701,811 2.3% 22.9%
Capital Outlay 11,546,482 1.8% 5,026,465 0.7% -56.5%
Public Safety
Current Expenditures 34,901,294 5.6% 39,107,074 5.8% 12.1%
Capital Outlay 1,567,306 0.3% 538,974 0.1% -65.6%
Streets and Highways
Current Expenditures 712,556 0.1% 161,813 0.0% -77.3%
Capital Outlay - 0.0% - 0.0% N/A
Sanitation
Current Expenditures 28,902,273 4.6% 28,206,363 4.2% -2.4%
Capital Outlay 606,226 0.1% 560,432 0.1% -7.6%
Health
Current Expenditures 10,572,346 1.7% 14,803,550 2.2% 40.0%
Capital Outlay 20,602 0.0% - 0.0% -100.0%
Human Services
Current Expenditures 77,975,187 12.4% 67,988,987 10.1% -12.8%
Capital Outlay 26,783 0.0% 35,875 0.0% 33.9%
Education
Current Expenditures 65,385,848 10.4% 58,692,507 8.7% -10.2%
Capital Outlay 1,749,861 0.3% 3,233,701 0.5% 84.8%
Libraries
Current Expenditures 28,651,180 4.6% 30,122,919 4.5% 5.1%
Capital Outlay 1,362,462 0.2% 2,584,726 0.4% 89.7%
Parks and Recreation
Current Expenditures 49,534,028 7.9% 52,002,723 7.7% 5.0%
Capital Outlay 8,094,229 1.3% 9,647,436 1.4% 19.2%
Housing and Redevelopment
Current Expenditures 4,847,302 0.8% 3,033,789 0.5% -37.4%
Capital Outlay - 0.0% 30,229 0.0% N/A
Economic Development
Current Expenditures 27,759,643 4.4% 20,734,928 3.1% -25.3%
Capital Outlay 1,957,528 0.3% 554,249 0.1% -71.7%
Conservation of Natural Resources
Current Expenditures 77,685,264 12.4% 77,681,968 11.5% 0.0%
Capital Outlay 11,572,476 1.8% 33,542,909 5.0% 189.9%
Transit
Current Expenditures 95,556,686 15.2% 96,320,157 14.3% 0.8%
Capital Outlay 9,458,655 1.5% 39,145,327 5.8% 313.9%
All Other
Current Expenditures 2,039,392 0.3% 4,957,512 0.7% 143.1%
Capital Outlay 377,785 0.1% 757,004 0.1% 100.4%
Debt Service
Principal 46,474,428 7.4% 49,514,800 7.4% 6.5%
Interest 14,582,148 2.3% 18,374,864 2.7% 26.0%
Total Current Expenditures 517,299,277 82.5% 509,516,101 75.7% -1.5%
Total Capital Outlay 48,340,395 7.7% 95,657,327 14.2% 97.9%
Total Debt Service 61,056,576 9.7% 67,889,664 10.1% 11.2%
Total Expenditures $626,696,248 100.0% $673,063,092 100.0% 7.4%
OTHER FINANCING USES
Other Financing Uses 753 5,614 645.6%
Transfers
Enterprise Funds 19,352,170 14,203,730 -26.6%
Governmental Funds 13,505,935 10,686,660 -20.9%
Total Expenditures and Other Uses $659,555,106 $697,959,096 5.8%

* Table 4 differs from what was presented in the 2004 report in two ways. First, it presents two years of data to facilitate comparisons.
Second, the transportation category is replaced by the transit and streets and highways categories.
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Table 5

Enterprise Fund Operations
for Fiscal Years 2005 and 2006

2005/06
Percent
Name of District 2005 2006 Change
Statement of Operations
Operating
Revenues $1,779,346,717 $1,627,154,381 -8.6%
Expenses 2,038,360,966 1,983,248,163 -2.7%
Income (259,014,249) (356,093,782) -37.5%
Nonoperating
Revenues 476,776,813 592,517,011 24.3%
Expenses 183,486,387 196,840,918 7.3%
Net Income $34,276,177 $39,582,311 15.5%
Additional Information
Taxes $4,225,480 $5,420,119 28.3%
Federal Grants 277,161,028 292,626,126 5.6%
State Grants 142,961,582 149,907,764 4.9%
Local Grants 27,921,200 25,187,927 -9.8%
Transfers to(From) Other Funds (17,252,102) (13,564,341) 21.4%
Capital Outlay 247,013,164 381,309,028 54.4%
Borrowing 446,294,559 303,429,249 -32.0%
Debt Service
Interest 126,762,488 180,992,366 42.8%
Principal 486,101,489 223,849,654 -54.0%
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Table 6

Summary of Special Districts Indebtedness
for Fiscal Years 2005 and 2006

2005/06

Percent

Type of Debt 2005 2006 Change
General Obligation Bonds $612,715,673 $585,230,678 -4.5%
Special Assessment Bonds 9,577,614 5,183,175 -45.9%
General Obligation Revenue Bonds 376,885,000 369,731,500 -1.9%
Revenue Bonds 3,438,780,187 3,217,184,544 -6.4%
All Other Bonds 1,835,000 1,400,000 -23.7%
Total Bonded Indebtedness $4,439,793,474 $4,178,729,897 -5.9%
Refunding Bonds 1,023,197,413 1,032,516,511 0.9%
Other Long-Term Debt 794,108,542 884,069,284 11.3%
Short-Term Debt 158,728,487 13,306,883 -91.6%
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