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The Office of the Legislative Auditor has released a report analyzing the state of Minnesota's finances for fiscal year 1983. This document, drawn from data collected during the 1983 Statewide Financial Audit, is designed to give legislators, their staffs, and others interested in state government, a comprehensive overview of the state's finances in fiscal year 1983. Because many financial adjustments were necessary to achieve a balanced budget in fiscal year 1983, the financial data re­quired substantial analysis in order to be comparable to adjacent fiscal years. We anticipate that this report analysis will provide a valuable context for understanding fiscal year 1983 finances and allow past fiscal activity to be properly considered in the impending legisla­tive budget session. 

Much of the report focuses on the state's General Fund. Other compo­nents include: 

■ An overview of state finances; 

■ Federal Grants-In-Aid; 

■ Unemployment Compensation Fund; 

• Special Workers' Compensation Fund; 

■ Teachers Retirement Fund; and 

■ Maximum Effort School Loan Fund. 

We encourage readers to refer to the "Report Highlights" on pages ix to xii for a more detailed discussion of the report contents. 
Finally, we must emphasize that this data is for fiscal year 1983, and that state finances have changed markedly in the past year and a half. We expect to issue a similar report on fiscal year 1984 finances by April 1985. 

NOTE: 
An error on page ix cites the June 30, 1983 General Fund balance as $5.3 billion. Please correct this to $5.3 million. 
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PREFACE 

This document, drawn from data collected during the Statewide Financial Audit, is 
designed to give legislators, their staffs, and others interested in state govern-
ment, a comprehensive overview of the state's finances in Fiscal Year 1983. While a 
variety of more specialized and technical reports are available, this annual report 
is intended to translate technical information so that it is more readily under­
standable and useful in the decision-making process. 

We must emphasize that this data is for Fiscal Year 1983, and that state finances 
have changed markedly in the past year and a half. Although readers should be 
cognizant of this time context, this analysis should serve as a valuable technical 
aid for the impending legislative budget session. Hopefully, it will allow Fiscal 
Year 1983 finances to be viewed in a proper context when compared to adjacent 
fiscal years. 

This report continues to chart the progress of the state's General Fund and certain 
other state funds which were discussed in our Fiscal Year 1982 report. The General 
Fund, in particular, experienced a dramatic fiscal recovery during Fiscal Year 
1983. Although, this recovery was partially attributable to tax increases and expen­
diture cuts, it is the timing shifts in expenditures and revenues which may cause 
Fiscal Year 1983 finances to be misunderstood when compared to adjacent fiscal 
years. The report focuses on the impact of this financial recovery and the bearing 
of the financial adjustments from an analytical perspective. 

Finally, the report introduces a comprehensive overview of state finances and an 
initial analysis of the role of federal financial assistance. We intend that these 
analyses will aid in developing the proper context regarding the state's General 
Fund and other financing sources. 

The Financial Audit Division has issued a variety of other reports regarding 
financial systems and responsibilities of specific state agencies. These Management 
Letters, including responses from the respective agencies, are available from our 
office and should be consulted for a more detailed discussion of specific areas of 
concern. Again, the purpose of this report is to provide a more general review and 
analysis of the state's financial situation. 

The work of all members of the Financial Audit Division staff made this report 
possible. Questions, however, should be directed to John Asmussen, Deputy 
Legislative Auditor (296-1727), or Gordon Folkman, Senior Fiscal Analyst (297-3175). 

ohn Asmussen, CPA 
Deputy Legislative Auditor 
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REPORT HIGHLIGHTS 

State Finances in Fiscal year 1983: An Overview (pp.1-4) 

• Total state spending, when adjusted for expenditure shifts, amounted 
to $6.5 billion in fiscal year 1983. This represents an increase of 
3 percent over fiscal year 1982 and an increase of 10 percent since 
fiscal year 1981. 

• In fi sea 1 year 1983, the General Fund accounted for 58 percent of 
total shift adjusted state spending while federal grants financed 
21 percent. 

• The primary purpose of state government can be consolidated into five 
basic functional categories. In fiscal year 1983 approximately 
27 percent of total shift adjusted state spending was for education, 
21 percent for health and welfare functions, 17 percent for general 
local government aids and property tax relief, 14 percent for economic 
security, and 11 percent for transportation. 

• 

• 

• 

• 

General Fund Finances 

In order to restore a positive fund balance at the end of the budget 
period, the state had to undertake fiscal actions amounting to nearly 
$1 billion in fiscal year 1983. This objective was accomplished, as 
the state on June 30, 1983 had a General Fund balan,ce of $5.3 billion. 
(pp.5-7) 

Major fiscal actions taken in fiscal year 1983 included: $170 million 
in temporary taxes, $418 million in new and permanent taxes, $480 mil­
lion in expenditure shifts to the 1984-85 biennium, and $331 million 
in expenditure reductions. iE..:.§2 

State General Fund revenues increased by $888 million between fiscal 
years 1980 and 1983 or at an average rate of 9 percent per year. 
However, over 90 percent of this growth was attributable to legis­
lative actions that increased tax revenues. (pp.7-13) 

During fiscal year 1983, General Fund expenditures declined by 
$811 million or by 14 percent. However, this dramatic decline is 
potentially misleading because over 60 percent of that reduction 
represented a restructuring of payment schedules or shifts from fiscal 
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year 1983 to the next biennium. A more accurate indicator of expendi­
ture commitment during the period is to compare fiscal year 1982 
expenditures with those estimated for fiscal year 1984. This compari­
son indicates an approximate 8 percent annual rate of growth in Gen­
eral Fund expenditures for the period. (pp.13-14) 

1 Most of the expenditure shifts made in fiscal year 1983 affected two 
program areas; $199 million in school aids and $269 million in direct 
property tax relief payments were shifted to fiscal year 1984. 
(pp.23-32) 

• Adjusting for expenditure shifts shows that General Fund expenditures 
have increased by 16.6 percent between fiscal year 1980 and 1983. 
Changes in specific program areas, however, varied widely (Note: All 
percentages are based on the three-year period between f i seal years 
1980 and 1983): 

State government operation expenditures increased by 23 percent, 
of which state departments (other than institutions) increased by 
14 percent and inst i tut i ona 1 net cost expenditures increased by 
21 percent. (pp.16-22) 

Intergovernmental transfer payments (other than state paid prop­
erty tax credits) declined by 14 percent but would have increased 
by 15 percent if program cuts totaling $290 million were not made 
in fiscal year 1983. As a percent of total General Fund expendi­
tures, Intergovernmental Transfer Payments declined from 53 per­
cent to 45 percent during the period. (pp.23-29) 

Direct property tax relief (comprised of state paid property tax 
credits and refunds) increased by 50 percent. In fiscal year 
1980, these programs accounted for 15 percent of tota 1 General 
Fund expenditures and increased to 19 percent in f i seal year 
1983. (pp.30-33) 

Expenditures for welfare benefits increased by 55 percent. 
However, if adjustments are made to reflect changes in the state/ 
county financial ratio for certain programs, then the actua 1 
costs for these benefits have increased by approximately 39 per­
cent. (pp. 33-37) 

Debt service expenditures increased by 120 percent which was 
largely a result of $116 mill ion in short-term interest costs 
realized during the 1982-83 biennium. (pp.37-38) 

• Because of the degree of fiscal dependence of local governments on the 
state, the likelihood is that when the state is forced to make signif­
icant spending reductions property taxes will be affected. For exam­
ple, of the $322 million cut from the General Fund in fiscal year 
1983, 81 percent trans 1 ated into actual or potential property tax 
increases. 
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• During the 1982-83 biennium, the state also experienced severe cash 
flow problems. In fiscal year 1983 the state's short-term borrowing 
amounted to approximately $850 mi 11 ion and interest paid on these 
certificates totaled nearly $84 million. However, due to improved 
economic conditions a 1 ong with the es tab 1 i shment of a budgetary re­
serve account, the need for short-term borrowing should be either 
greatly reduced or eliminated by fiscal year 1985. (pp.39-42) 

• A significant amount of f i sea 1 year 1984 revenues have al so been 
committed to finance obligations incurred in fiscal year 1983. As of 
June 30, 1984, approximately $760 million or 16 percent of estimated 
fiscal year 1984 revenues have been committed to finance such items as 
repayments on general obligation bonds and payment shifts. (pp.42-44) 

State Expenditures of Federal Grants-in-Aid (pp.49-55) 

• In fiscal year 1983, state expenditures of federal grants totaled 
$1.4 billion and accounted for 21 percent of total state spending. Of 
this amount, $784 million or 57 percent were used to provide direct 
financial assistance to individuals. 

• Federal aids that were received by the state but passed through to 
1 oca 1 uni ts of government, amounted to $255 mi 11 ion in fi seal year 
1983 or 19 percent of all federal grant expenditures. 

• In recent years the state/federal fiscal partnership has changed, 
placing grater fiscal responsibility on the state. ror example, 
between fi sea 1 years 1981 and 1983 state expenditures intended to 
assist disadvantaged persons and financed from state revenue sources 
increased at a faster rate than similar expenditures financed from 
federal grants. As a result, the state's relative share of total 
expenditures for these programs has increased from 53 percent in 
fiscal year 1981 to 58 percent in fiscal year 1983. Depending on how 
the federal government sets its domestic policy can significantly 
influence future fiscal demands on the state's General Fund. 

Unemployment Compensation Fund (pp.57-63) 

[Note: Although not discussed in this report, the Unemployment Compensation 
Fund's financial status has improved markedly since June 30, 1983.] 

• Minnesota's Unemployment Compensation Fund was experiencing serious 
financial problems primarily as a result of increased dependence on 
borrowing from the Federal Unemployment Account to meet benefit pay­
ment obligations. Specifically, the deficit fund balance increased 
from $210 mi 11 ion at June 30, 1982 to $369 mi 11 ion as of June 30, 
1983. 
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• Because of changes in federa 1 po 1 icy, the state is now obligated to 
pay interest on a 11 1 oans made to the state on or after April l, 1982 
and is also prohibited from paying the interest costs from revenues in 
the Unemp 1 oyment Compensation Fund. The state borrowed $199 mi 11 ion 
under this po 1 icy by June 30, 1983 and accrued interest costs of 
$10.4 million. To meet this obligation, the 1983 Legislature estab­
lished an emergency interest repayment fund financed through a 10 per­
cent surcharge on employer contributions. Accrued interest of 
$14. 9 mi 11 ion was paid from this fund to the federal government on 
September 30, 1983. 

Special Workers' Compensation Fund (pp.63-65) 

• Unpaid claims have continued to increase despite the increase in 
collections. At June 30, 1983, estimated unpaid claims totaled over 
$49 mi 11 ion. This represented an increase of 36 percent over fi seal 
year 1982. 

Teachers Retirement Fund (pp.63-67) 

[Note: Although not discussed in this report, the Teachers Retirement Fund's 
financial status has improved since June 30, 1983 due to legislative action 
taken in 1984.] 

• The funding ratio of the Teachers Retirement Fund had not signifi­
cantly improved since 1973 and it appeared that the fund would not be 
fully funded by June 30, 2009. 

• There were several factors affecting the funding ratio which were 
peculiar to fiscal year 1983. 

Legislative changes in fiscal year 1983 resulted in decreased 
employer and employee contributions of approximately $10 million. 

TRA recognized significant investment income increases because 
investment securities were sold as certain responsibilities were 
transferred to outside money managers. 

TRA memberships decreased by 5,742 members during fi seal year 
1983 as a result of teacher layoffs in recent years. 

Maximum Effort School Loan Fund (pp.69-71) 

• In 1983 the Legislature took actions which recognized that certain 
loans from the fund will not be repaid largely as a result of previous 
legislative action that allowed school districts to defer principal 
and interest on both debt service and capital loans. Current law now 
recognizes, in effect, that a portion of this school district funding 
is really a grant rather than a loan. 

xii 



SECTION I 

STATE FINANCES IN FISCAL YEAR 1983: AN OVERVIEW 

In 1iscal year 1983 total state spending from all sources approximated 

$6.5 billion. This represents an increase of approximately 3 percent over 

fiscal year 1982 and an increase of 10 percent since fiscal year 1981. 

Table 1 shows that the majority of state fiscal activity is accounted 

for in the General Fund, accounting for 58 percent of all revenues raised and 

expended by the state in fiscal year 1983. For purposes here the General Fund 

is comprised exclusively of state own source non-dedicated revenues raised 

primarily from taxes levied on individual and corporate income, generate2 from 

general and selected sales, and selected fees, charges, and investments. The 

type of expenditures made from the Genera 1 Fund range from general government 

operations, including salaries and administration to individual welfare benefits 

and aids to local governments. During the 1982-83 biennium, the General Fund 

was affected with severe fiscal problems. In order to balance the fund's fi­

nances, the Legislature was required to make nearly $2 billion of revenue and 

expenditure modifications during the budget period. The fiscal activity of the 

General Fund is examined in detail in Section II. 

Grants-in-aid from the federal government also represent a significant 

component of state finances. In fiscal year 1983, grants from the federal 

government financed nearly 21 percent of total state spending. In general, 

federal grants could be considered dedicated resources used primarily to finance 

health and welfare programs and to subsidize employment security benefits and 

highway construction. These expenditures are examined in more detail in Sec­

tion III. 

The remaining 20 percent of state fiscal activity can be attributed to 

three fund types which are dedicated for specific purposes. The Employment 

Compensation Funds, which we define here as comprised of the Speci a 1 Workers 1 

and Unemployment Compensation Funds, accounted for nearly 10 percent of total 

state spending in fiscal year 1983. The Special Workers Compensation Fund 

operates primarily on revenues from insurers and self-insurers and provides 

supplementary compensation to workers with certain injuries or disabilities. 

The Unemployment Compensation Fund is financed from payroll taxes on employers 

and is designed to provide financial assistance to workers during temporary 

periods of unemployment. Section IV of this report describes the finances of 

these funds and al so discusses the serious financial problems associated with 

their operation. 

1Total spending is adjusted for double counting among government funds 

and fiscal years 1982 and 1983 are "shift adjusted. 11 (See Appendix Tables for 

more details.) 

2This definition differs slightly from that used in Section II where 

some dedicated revenue and federal aids are included. See Appendix Tables I.A-C 

for detailed documentation. 
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Dedicated highway monies, which are largely generated by the state's 
gasoline tax and transportation bond issuances, represented approximately 8 per­
cent of total state spending in fiscal year 1983. Most of these dollars are 
accounted for in the Trunk Highway Fund and the Municipal and County State Aid 
Expendable Trust Funds. These expenditures are used almost exclusively for 
highway, street, road, and bridge construction and maintenance, and to subsidize 
public transportation systems. The remaining 4 percent of state total spending 
is accounted for by miscellaneous dedicated funds. These include finances from 
selected Special Revenue Funds, primarily the state Airports and Game and Fish 
Funds, Capital Projects Funds, Endowment Fund, selected Expendable Trust Funds, 
and dedicated revenues from the General Fund (college tuition and fees, and 
local share of hospital cost of care). Although we do not present a detailed 
examination of either the highway nor mi see 11 aneous dedicated funds, their 
expenditures are shown in Appendix Table II.C and are included in our general 
functional analysis of state spending. 

TABLE 1 

STATE EXPENDITURES BY FUND TYPE: FISCAL YEARS 1981 - 1983 
(000,000's Omitted) 

Fiscal Year 1981 Fiscal Year 1982 Fiscal Year 1983 
Expen- Percent Expen- Percent Expen- Percent 

Fund Ttee diture of Total diture of Total di ture of Total 

General Fund (Non- $3,560 60.8% $3,937 62.4% $3,792 58.3% 
dedicated) 

Federal Grants 1,284 21. 9 1,259 19.9 1,335 20.5 

Employment Compensation 
Funds 365 6.3 421 6.7 632 9.7 

Highway Monies 396 6.8 440 7.0 .492 7.6 

Miscellaneous Dedicated 
Funds 247 4.2 253 4.0 251 3.9 

TOTAL $5!852 100% $61310 100% $6 1502 100% 

Source: See Appendix Tables I.A-C. 
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A functional analysis of total state spending shows that the primary 
purpose of state government can be consolidated into five major program areas. 
For example, Table 2 shows that in fiscal year 1983, approximately 27 percent of 
tota 1 state spending from a 11 funding sources was for education. This repre­
sents a relative decline of nearly 5 percentage points since fiscal year 1981. 
In addition, 21 percent of total state spending in fiscal year 1983 was for 
health and welfare functions, 17 percent for general local government aids and 
property tax relief, 14 percent for economic security, and 11 percent for trans­
portation. Cambi ned, these functions account for 90 percent of tota 1 state 
spending. 

TABLE 2 

TOTAL STATE EXPENDITURES BY FUNCTION: FISCAL YEARS 1981 - 1983 
(OOO's Omitted) 

FISCAL YEAR 1981 FISCAL YEAR 1982 FISCAL YEAR 1983 

EXPENDITURE FUNCTIOJ a) 
TOTAL X Of TOTAL X OF TOTAL l OF 

ElPENDITIJkE BASE TOTAL EXPENDITURE BASE TOTAL EXPENDITURE &ASE TOTAL 
------------------------------- ----------- ---------- ----------- ---------- ----------- ----------
EDUCATION '1,822,457 31.ll $2,006,070 31.81 tl,738,871 26. n. 
HEALTH• WELFARE tl,230,405 21.01 tl,330,683 21.11 U,372,252 21.11 
GENERAL AIDS/PROPERTY TAX RELF. $916,987 15.71 U ,057,845 16.81 tl,081,118 16.bl 
ECONONIC SECURITY $634,473 10.81 $710,426 11.31 $908,934 14.0l 
TRANSfiORTATION $628,838 10.7% $642,566 10.21 $736,287 II.JI 
DEBT SERVICE $114,107 1.9% $147,714 2.31 '214,630 3.31 
NATURAL RESOIJkCES • ENVIRONNENT $149,6(16 2.6% $139,042 2.21 $141,705 2.21 
GENERAL 60VERNNENT f113, 917 1.9% fll8,573 1.91 $123,888 1.91 
PROTECTION Of PERSONS tll2,451 1.9% flll,217 I.Bl $115,066 1 .ax 
OTHER $164,562 2.81 flOO,OSb 1.6% $99,371 I. 51 

------------ -------- ----------- -------- ----------- --------
TOTAL tS,887,803 100,61 to,364,222 100.81 so,532,122 lOv.51 

UNALLOCATED ADJUSTKENTS ($35,7941 -0.6% (f53, 137> -0,91 1$30,2031 -0.Sl 

----------- -------- ----------- -------- ----------- --------
BASE TOTAL ,s,052,009 100.0% t6,3Jt,085 100.0l t6, 501,919 100.0l 

a::::a:sa:aa ===••= ... = aa:.;:::scaas::; ======= ----=-----= ::::::;: 

Source: Appendix Table II.D. 

(a)See Appendix Tables II.A-C for detailed documentation of functional 
definitions. 
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Di st i ngui shi ng between state expenditures made from own source rev­
enues from those made with federal grants reveals differences in program empha­
sis between the two levels of government. Table 3 shows that in fiscal year 
1983, health and welfare programs were primarily financed with federal aid, 
accounting for 53 percent of these functional expenditures. Federal funds were 
also used extensively to finance economic security and transportation, account­
ing for 23 and 30 percent of these functional expenditures, respectively. State 
own source revenues, on the other hand, were used exclusively for general aids 
to local governments and for property tax relief and almost exclusively for 
education, protection of persons, natura 1 resources, general government, and 
debt service. 

It is also important to note that among the three major functional 
areas to which the federal government contributes resources, state expenditures 
for these same program areas have increased at a faster rate between fi sea 1 
years 1981 and 1983. The result has been that the federal share for financing 
these programs has declined. Specifically, the federal share declined by 
7.5 percentage points for economic security, by 1.5 percentage points for edu­
cation, and has declined slightly (less than 1 percentage point) for health and 
welfare programs. 

TABLE 3 

TOTAL STATE EXPENDITURES BY FUNCTION AND BY FUNDING SOURCE 
FISCAL YEARS 1981 - 1983 

(000 1 s Omitted) 

FISCAL YEAR J98l FISCAL YEAR 1982 FISCAL YEAR 1983 

EXPENDITURE FUNCTI uH (a) 
TOTAL X X TOTAL 1 X TOTAL 1 l. 

EXPENDITURE STATE FEDERAL EXPENDITURE STATE FEDERAL EXPENDITURE STATE FEDEAA1. 
------------------------.------- _____ M ____ ------ -------

----------- ----- ------- -------·--- ----- -------
EDUCATION $1,822,457 90.51 9.51 $2,006,070 92,Sl 7.21 $I, 738,871 92.0l a.ui 
HEALTH' WELFARE $I 123111 405 46.2% 53.81 U,3361683 46.8% 53.21 $1,372,252 46.81 53.21 
GENERAL AIDS/PROPERTY TAI RELF. $916,987 too.ox N/A U,057,845 1u0.0X NIA $1,081,118 1uo.u1 NIA 
EC~NONIC SECURITY $634,473 6,. l t 30.9% $7l0,426 73.6% 26.4% 5908,,34 76.6% 23.41 
TRANSPORTATION $628,838 66,91 33.tx $642,566 70.91 29.1% $736,287 69.n 311.31 
DEBT SERVICE $114,107 99.Bt 0.2% $147,714 99.91 o.u $214,630 99.9% O. IX 
NATURAL RESOURCES l ENVIRONNENT $149,606 94.21 5.8% $139,042 94.71 5.3% $141,705 94.91 5. ll 
GENERAL 60VERNNENT UU,917 96.9% 3.1% $118,573 96.31 4. lt $123,888 98.0t 2.01 
PROTECTION OF PERSONS $112,451 94. U: 5.9% $111,217 93.9% 6.1% SI 15,066 94.0t 6.0X 
OTHER $164,562 74.51 25,51 $100,C,86 86. 7X 13.3% $90,371 84.ll 15.91 

---------- ------ ------ ---------- ------ ------ ---------- ------ ------
TOTAL $5,887,803 77.9% 22.1% $6,364,222 80.21 19.8% $6,523,122 79.51 20!51 

UNALLOCATED ADJUSTNENTS U35, 794) 53,ll 46.9X 1$53,1371 98.9% 1.1% (U0,203) 91.5% 8.51 
---------- ------ ------ ---------- ----- ------ ---------- ------ ------

BASE TOTAL $5,852,009 78.1% 21.9% $6,311,085 so.n 19.91 $6,501,919 79.51 20.51 
=========== ::::::z :::::: :========== ======= :::::: =========== ===::= ===== 

Source: Appendix Table II. D. 

(a)See Appendix Tables II. A-C for detailed documentation of functional defini-
tions. 
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SECTION II 

GENERAL FUND FINANCES 

II.A. SUMMARY OF FINANCES 

The 1982-83 biennium was plagued with severe fiscal problems in the 
state's General Fund as revenue shortfalls were experienced repeatedly through­
out the biennium. Six Special Legislative Sessions were called so that finances 
could be adjusted, and nearly $2 billion of financial modifications became 
necessary during the budget period. 

Table 4 illustrates how dramatically General Fund finances had to 
change during fiscal year 1983 so that a balanced budget could be realized at 
year's end. The additional time required to institute many of the financial 
changes resulted in a $624 mi 11 ion Genera 1 Fund deficit on June 30, 1982, the 
midpoint of the biennium. Furthermore, if actions were not taken to alter the 
fund's revenue and expenditure policies from that of fiscal year 1982, the 
fund's balance could be expected to decline by an additional $363 million during 
fiscal year 1983. In effect, the state was required to achieve a turnaround of 
nearly $1 billion in General Fund finances, in a single year, in order to re­
store a positive fund balance by June 30, 1983. This objective was accomplished 
as the state ended fiscal year 1983 with a fund balance of $5.3 million. 

Revenues 
Expenditures 

Net Annual Increases/ 
(Decreases) to Fund 
Balance 

Beginning Fund Balance 

ENDING FUND BALANCE 

TABLE 4 

STATE GENERAL FUND 

SUMMARY OF ANNUAL FINANCES 
FISCAL YEARS 1980 - 1983 

(OOO's Omitted) 

Fiscal Year 
1980 

$3,228,934 
(3,401,030) 

1981 1982 

$3,320,587 
(3,690,495) 

$3,687,965 
(4,051,036) 

1983 

$4,117,122 
(3,487,310) 

$ (172,096) $ (369,908) $ (363,071) $ 629,812 

$ 280,607 $ 108,511 $ (261,397) $ (624,468) 

$ 108,511 $ (261,397) $ (624,468) __ $ __ 5...._,_34_4 

Source: Office of the Legislative Auditor, staff computations. 
Financial reports adjusted for 1981-82 school aid deferment. See 
Appendix Table II.D. 
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To reach this end required a complex array of tax increases. rev­
enue/expenditure shifts, and expenditure cuts. Table 5 illustrates the fiscal 
impact of these budget balancing actions during the 1982-83 biennium. Of the 
$1.9 billion fiscal adjustment that occurred during the biennium, $1.4 billion 
or 77 percent of that adjustment was made during fiscal year 1983. On the 
surface, it appears that the adjustments made in fiscal year 1983 reflected more 
of a policy which reduced expenditures rather than increased revenues in order 
to bring the budget back into ba 1 ance. However, a closer examination revea 1 s 
that of the total $1.4 billion, 29 percent was realized from new and now perma­
nent taxes, while 23 percent was generated from reductions in state spending. 

TABLE 5 

STATE GENERAL FUND 

FISCAL IMPACT OF BUDGET-BALANCING ACTIONS 
1982-83 BIENNIUM 

(000,000's Omitted) 

Biennium. 
Percent Percent 1982-83 
of Ad- of Ad- Biennium 

FY'82 justment FY'83 justment Totals 
Revenue Enhancements: 

Temporary Taxes $ 63 14.8% $ 170 11.8% $ 233 
New Taxes 251( )58.8 418(b)29. l 669 
Shifts 28 a 6.5 37 2.6 65 

Subtotal: Revenues $342 80.1% $ "625 43.5% $ 967 

Expendz&~re Actions: 
Cuts $ 17 4.0% $ 331 23.1% $ 348 
Shifts 68 15.9 480 33.4 548 

Subtotal Expenditures $ 85 19.9% $ 811 56.5% $ 896 

TOTAL FISCAL IMPACT $427 100% $1 2436 100% $12863 

Percent 
of Total 

Adjustment 

12.5% 
35.9 
3.5 

51. 9% 

18.7% 
29.4 

48.1% 

100% 

Source: Office of the Legislative Auditor, staff computations. See Appendix 
Table VI for detail on tax law changes and Appendix Tables III and IV 
for detail on expenditure shifts and cuts. 

(a)l982 accelerated collection of general sales tax equaled $28 mil-
1 ion. 

(b)l983 accelerated collection of gross earnings tax equaled $37 mil­
l ion. 

(c)Expenditure reductions do not include amounts eliminated from state 
department appropriations for salaries, supplies, and equipment. We were unable 
to determine to what extent these reduced appropriations would have translated 
into expenditures foregone or reduced, versus amounts which would have remained 
unexpended. 
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During the period between fi seal years 1980 and 1983, state General 
Fund revenues increased by $888 mi 11 ion or at a rate of about 9 percent per 
year. However, over 90 percent of this growth was a direct result of legis­
lative tax increases. Growth due to economic factors contributed only margin­
ally to revenues during this period. Among major tax sources, for example, 
revenues increased by 34 percent between fi seal years 1980 and 1983 but would 
have increased by only 9 percent if no legislative actions were taken by the 
state or federal governments. Sect ion I I. B examines the imp act of these tax 
laws and briefly describes other significant trends in state General Fund rev­
enues during this period. 

Spending actions taken by the Legislature resulted in reducing the 
state I s General Fund expenditures by $811 mi 11 ion or by 14 percent in fi seal 
year 1983. However, this dramatic decline is misleading because $480 million or 
60 percent of that amount was achieved by restructuring payment schedules which 
shifted the expenditure liability from fiscal year 1983 to fiscal year 1984. As 
will be discussed in more detail in Section II.C, most of these shifts occurred 
in two program areas, $199 mi 11 ion in school aids and $269 mi 11 ion in direct 
property tax relief. The analysis in Section II.C will also show that most of 
the $331 million that could be classified as expenditure 11 cuts 11 translated into 
either increased local property taxes or later increases in state spending (see 
Sect ion I I. C. 4). 

In addition to examining significant General Fund revenue and expen­
diture policies, Section II.D also describes the fund's recent cash flow prob­
lems associated with the uneven timing of revenue collections and expenditure 
payments. The analysis shows that during most of fiscal year 1983, the state's 
short-term borrowing amounted to $850 million. Interest paid on these certifi­
cates during fiscal year 1983 totaled nearly $84 million, which represented an 
increase of $50 mi 11 ion in short-term borrowing costs over f i sea 1 year 1982. 
However, due to the improved economic conditions along with the establishment of 
a budgetary reserve account, the need for short-term borrowing should be either 
greatly reduced or eliminated by fiscal year 1985. 

Future spending commitments are also significant in placing demands on 
future General Fund resources. For example, the analysis in Section II.E shows 
that approximately $760 million of fiscal year 1984 resources were committed as 
of June 30, 1983. The discussion in Section II.E also cites several contingent 
liabilities which may place additional spending commitments on the General Fund. 

Finally, Section II.F provides a brief discussion which shows the 
differences between reporting General Fund finances on a budgetary basis from 
that reported using generally accepted accounting principles (GAAP). The analy­
sis shows that the inconsistencies in the current budgetary measurement provides 
incomplete information on the state's financial condition. 

II.B. ANALYSIS OF REVENUE SOURCES 

It has been generally accepted that the economic recession affecting 
the state in 1981 and 1982 contributed significantly to the state's budgetary 
problems by depressing revenue growth. Despite the recession, Table 6 shows 
that between fi seal years 1980 and 1983, revenues from i ndi vi dual taxes in­
creased by 39 percent, sales and excise tax revenues increased by 44 percent, 
and non-tax revenues increased by 33 percent. In total, state General Fund 
revenues increased by $888 million during this period or at a rate of 9 percent 
per year. However, over 90 percent of this growth was due to increases in tax 
revenues which was largely a result of legislative actions taken to generate new 
tax dollars. 
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TABLE 6 
STATE GENERAL FUND 
REVENUES BY SOURCE 

FISCAL YEARS 1980 to 1983 
(OOO's OMITTED) 

PERCENT PERC£NT PERCENT PERCENT 
CHANGE CHAH6E CHANGE CHANGE 

REVENUE SOURCE FY19BO FYJ9B1 BO - 81 FV19B2 Bl - 82 FYl983 .· 82 - B3 80 - 83 

----------------------------------------------------------- ---------------- ----------TAX REVENUE 
INDIVIDUAL TAXES: 

PERSONAL INCOtlE Sl,749,828 S1,B'i2,685 e.ix SI, 992,357 5.3% S2,300,ln 15,41 31.51 
<LESS REFUNDS) ($352,265) 11333,8661 -5.2% ($293,162) -12.21 .(1323,6201 J0.41 -8.11 
NIT PERSONAL INCOIIE $1,397,563 t.1,558,819 11,51 $1,699,195 9.01 SI ,_976, 552 16.31 41.41 
ESTATE I INHERITANCE $40,813 S23,042 -43.51 $26,821 16.4% $18,284 -31.81 -55.21 -------- ------ -- -------- -------<> 
TOTAL INDIVIDUAL TAXES Sl,43B,376 11,581,861 10.01 SI, 726,(116 'i. n: 11,994,836 15.61 38.71 -------- -------- ------ -------- ---- -----

CORPORATION TAXES: 
CORPORATE JNCOtlE t376,0l'fS S352°,462 -6.3% $358,300 1.71 S285.468 -20.31 -:-24.11 
(LESS REFUNDS! (130,3861 ($63,3821 108.61 ($56, 1511 -11.u ($63,$861 13.81 110.21 
NET CORPORATE JNCDtlE $345,709 $289,080 -16,4% $302,149 4.51 i22l.5P2 -26, 71. -35.fl 
I.IANK EXCISE $36,115 $35,6-40 -1.31 S29,687 -16.71 $25,201 -J5.11 -30.21 
GROSS EARNINGS $131,082 Sl37,070 4.61 $136,102 -0.7% $175,879 a/ 29.21 34.2% 
IIININ6 TAXES 1114, 752 $102,699 -10.51 $1l3, 910 10.IJX S84,277 -26.01 -26.61 ------- ------ --- ---------- -------
TOTAL .CORPORATE TAXES $627,658 $564,489 -10.n S58t,848 3.JX 1506,939 -12.91 -n.21 ---- ------ -- ------ ----

SALES AND EXCISE TAXES: 
$876,07~ GENERAL SALES $650,902 $688,895 5,81 27.2% SI ,OO'i,206 15.2% ss.ox 

LIQUOR $54,40B $55,805 2.61 $55,469 -0.6% $53,336 -3.BI -2.01 
CI6ARffiE L TO£<ACCD $86,929 $88,638 2.01 SSB,958 0.4% $85,3811 -4.01 -1.81 
IIOTDR VEHICLE $89,660 188,095 -1.71 $!(•4,219 18.3% 1123,BOB JB.BI 3a.n -------- ------- ---- ------- --------
TOTAL SALES AND EXCISE TAXES $881,899 t'121,433 4.5% st, 124,724 22.lt tl,271,739 13.n 44.21 -------- ------ -- --------- --- -------

OTHER TAJ REVENUE S25,567 $20,880 -10.n $23,4417 12.31 $28,502 21.sx 11.sx _____ ..,. __ ------- ----- ----------- - ----------TOTAL STATE NET TAXES 12,1173,500 t3,0BB,663 3.91 $3,456,037 11.'11, t3,B02,016 10.01 27.91 ------ ----- ------- --- -----
NOH-TAX REVENUE 

COST OF CARE FEES $57,454 162,986 9.61 t80, 186 27.31 S84,0I3 ~.81 46,21 
TUITION~ COLLEGE FEES $38,398 $45,550 18.6% $51,575 13.21 $61,525 tfl.31 60.21 
IHVESTIIENT JNCDNE $43,358 s2s,m -33,21 S23,026 -20.51 SSJ ,•U6 123,51 lB.71 
N(SCELLANEOUS ms i CHARGES $42,225 $45,320 7.3% $43,169 -4.7t 142,885 -o.n 1,61 
OHIEP. REVENUE $18,703 $29,360 57.01 S3l,874 8.6% $25,871 -18.81 38.31 

---------
_.,. ________ ----- ----------- ---- ---------- ,---

TOTAL NOH-TAX REVENUE t200,13B . $212, f73 6,0t $229,830 8.31 $265,760 15.61 32.81 ------- ------- ·---- -------- ---- ---------
TRANSFERS FROtl OTHER FUNDS 

FEDERAL REVENUE SHARING '45,477 1 JI ,3811 -75.0l N/A -100.01 NIA NIA NIA 
OPERATING TRANSFERS 19,819 $8,362 -14.81 12,089 -75.01 S29,042 lffl.21 195.Bt 
RESIDUAL EOUJTY TRANSFERS NIA NIA NIA NIA NIA $20,304 NIA N/A ------ --------- ----- -------- ---- -----
TOTAL TRANSFERED REVENUES 155,296 119,751 -64.31 l2,089 -89.U S49,346 2262.21 -JO.Bl 

--------- --------- ----- ---------- ---- ---------
TOTAL REVENUE: $3,228,'134 $3,320,587 2.8% t3,687,~56 11.n S4 1 ll7 1 122 11.6% 27.5% 

c ... :=-s-sss: ====---~£• i::-sm::: =====•===:: ======= :1n:::2c:::::: css:::::= :r.:::nr:m-e: 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports and 
annual financial statements. Also, see Technical Note in Appendix. 

2-b// Includes accelerated collection of $37 million. 
Includes accelerated collection of $28 million. 8 



Table 7 summarizes the growth in state tax revenue from major sources 
(personal income, general sales, corporate income, and motor vehicle excise) for 
the period between fiscal years 1980 and 1983. Although total tax revenues from 
major sources increased by 34 percent during this period, nearly three-quarters 
of that growth was a result of legislative action taken by the state or federal 
governments. In other words, if the tax structure which had existed in 1980 had 
remained unchanged through 1983, tax revenues from these sources would have 
increased by only 9 percent or at an average rate of only 3 percent per year. 

TABLE 7 

SiATE GENERAL FUND 

ANALYSIS OF PERCENTAGE CHANGE IN TOTAL STATE TAX REVENUE 
FROM MAJOR SOURCES:* FISCAL YEARS 1980 - 1983 

Change Due To: 
New State Tax Laws 
New Federal Tax Laws 

Total: New Tax Laws 

Economic Growth 

TOTAL MAJOR SOURCE TAX REVENUE GROWTH 

23.7% 
1.1 

24.8% 

9.3% 

34.1% 

*Personal income tax, general sales tax, corporate income tax, motor 
vehicle excise tax. These tax sources generate approximately 80 percent of 
total General Fund revenues. 

Source: Office of the Legislative Auditor, staff computations based on data 
from Table 6 and Appendix Table VI. 

More specifically, Table 8 compares the growth in individual major tax 
source revenues due to economic factors with growth due to tax law changes for 
the period between fiscal years 1980 and 1983. As can be seen, corporate income 
tax revenues were particularly sensitive to the recession. During this three­
year period, these revenues dee 1 i ned by 28 percent due to economic conditions 
and declined by an additional 8 percent as a result of legislative action. 
Economic growth in genera 1 sa 1 es tax revenue was a 1 so greatly depressed, in­
creasing by less than 6 percent or at an average rate of only 2 percent per year 
during the period. However, because of legislative increases actual revenue 
from the general sales tax grew by 55 percent. 
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TABLE 8 

STATE GENERAL FUND 

PERCENTAGE CHANGE IN STATE TAX REVENUE BY MAJOR SOURCE: 
FISCAL YEARS 1980 - 1983 

Due To 
Economic Growth Tax Law Change 

Personal Income 13.6% 27.8% 

General Sales 5.6 49.5 

Corporate Income -28.1 -7.8 

Motor Vehicle 10.2 27.9 

TOTAL 9.3% 24.8% 

TOTAL 
CHANGE 

41.4% 

55.0 

-35.9 

38.1 

34.1% 

Source: Office of the Legislative Auditor, staff computations based on data 
from Table 6 and Appendix Table VI. 

Most of the state tax 1 aw changes were enacted in 1981 and 1982. 
Table 9 estimates the impact of these tax policies on revenues collected during 
the 1982-83 biennium. New state tax laws generated approximately $314 million 
in fiscal year 1982 and $588 million in fiscal year 1983. Over 43 percent of 
these new tax dollars were raised from the general sales tax when the state 
increased its rate from 4 to 6 percent and expanded the base to include such 
items as the sale of candy and soft drinks. Laws affecting the state's personal 
income tax were also responsible for generating 37 percent of the new tax dol­
lars collected during the biennium. The most significant legislation was the 
7 and 10 percent surtax rates. Of the new personal income tax revenues shown in 
Table 9, we estimate that the surtax provisions generated $63 million in fiscal 
year 1982 and $170 million in fiscal year 1983. 

In addition to state tax law changes, federal tax policies have also 
had a significant impact on state tax revenues. As Table 9 shows, in fiscal 
year 1983, the state may have raised as much as $149 mi 11 ion in addi t iona 1 
revenue due to changes in federal tax policies. This accounted for approxi­
mately 20 percent of all new tax dollars raised in fiscal year 1983. Much of 
this revenue gain was a result of reductions in federal personal income tax 
rates (about $121 million or 81 percent) which were enacted as part of the 1981 
Economic Recovery Tax Act. Since the state of Minnesota allows taxpayers to 
deduct their federal tax liability, any reduction in federal taxes results in an 
increase in Minnesota taxable income. However, the reverse is also true--if 
federal tax rates increase, Minnesotans will pay less in state personal income 
taxes. 
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TABLE 9 

STATE GENERAL FUND 

SUMMARY OF ESTIMATED REVENUE IMPACT OF MAJOR TAX CHANGES 
FISCAL YEARS 1982 AND 1983 

(000,000's Omitted) 

Total 
Fiscal Year 1982 Fiscal Year 1983 1982-83 Biennium 

Percent Percent Percent 
Dollar of"Total Dollar of Total Dollar of Total 

Major Tax Source Change Change Change Change Change Change 

Personal Income $139 37.3% $268 36.4% $ 407 36.7% 
General Sales 159 42.6 322 43.7 481 43.3 
Motor Vehicle 16 4.3 25 3.4 41 3.7 
Corporate Income 0 .0 (27) -3.7 -- (27) -2.4 

Total New State Laws $314 84.2% $588 79.8% $ 902 81.3% 

Federal Tax 
Law Changes $ 59 15.8% $149 20.2% $ 208 18.7% 

TOTAL IMPACT $373 100.0% $737 100.0% $1 2110 100.0% ----
Source: Office of the Legislative Auditor, staff computations. See Apendix 

Table VI for details on tax law changes. 

Finally, Exhibit I summarizes the growth in state major source tax 
revenues ffr the period between fiscal year 1980 and estimates through fiscal 
year 1984. The graph compares the growth in tax revenues due to major legis-
1 at i ve act ion through 1984 with growth due to i nfl at ion ,and other economic 
factors. As can be seen, the impact of new tax laws has been significant ac­
counting for nearly all of the growth in tax revenue between fiscal years 1981 
and 1983. 

Largely because of legislative action taken since 1981, there has been 
a relative shift in tax mix among major tax sources which finance the state's 
General Fund. Table 10 shows that in fiscal year 1980, the state's general 
sales tax accounted for 20 percent of total General Fund revenues, the personal 
income tax 43 percent and the corporate income tax raised 11 percent. By the 
end of fiscal year 1984, it is estimated that the general sales tax and personal 
income tax proportions will have increased to 26 and 47 percent, respectively, 
while the corporate income tax share of total General Fund revenues will decline 
to 6 percent. The relative increase in the share of revenue estimated to be 
raised by the personal income tax from 43 to 47 percent is largely attributed to 
the surtax rates which were effective for fiscal years 1982 to 1984. It is also 
significant to note that major source tax revenues as a percentage of tota 1 
revenues has· increased throughout the period. In fi seal year 1980 these taxes 
accounted for 77 percent of total General Fund revenues, and estimates indicate 
that these taxes may account for nearly 83 percent at the end of fi seal year 
1984. 

1Department of Finance projections of May 10, 1984. 
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TABLE 10 

STATE GENERAL FUND 

STATE TAX REVENUE FROM MAJOR SOURCES AS A PERCENTAGE OF TOTtk) 
STATE GENERAL FUND REVENUE: FISCAL YEARS 1980 - 1984est. 

1980 1981 1982 1983 

Personal Income 43.3% 46.9% 46.1% 48.0% 

General Sales 20.2 20.7 23.8 24.5 

Corporate Income 10.7 8.5 8.2 5.4 

Motor Vehicle 2.8 2.7 2.8 3.0 

TOTAL MAJOR SOURCE 
TAX REVENUE 76.9% 78.8% 80.8% 80.9% -- --

1984est. 

47.2% 

26.1 

6.1 

3.6 

83.2% 

(a)Estimates based on Department of Finance projections of May 10, 
1984. 

Source: OLA staff computations based on data from Appendix Table VI. 

Conversely, revenues from many secondary tax sources declined through­
out the period for various reasons. Table 6 showed, for example, that between 
fiscal years 1980 and 1983, estate and inheritance tax revenues have declined by 
55 percent due to policy designed to diminish the state's use of this tax. 
During this same period, mining tax revenues declined by nearly 27 percent 
reflecting the depressed economic conditions plaguing the industry. 

Finally, non-tax revenues generated from fees, ch9rges, tuition, and 
investment income a 1 so increased s i gni fi cant ly between fi seal years 1980 and 
1983. Table 6 showed that in fiscal year 1980, these sources generated approx­
imately $200 million or 6 percent of all General Fund revenues. In fiscal year 
1983, revenues from these sources increased by 33 percent to nearly $266 mi 1-
1 ion. However, because of the large tax increases during this period, the 
relative share of total General Fund revenues from non-tax sources remained ~t 
approximately 6 percent. 

II.C. ANALYSIS OF EXPENDITURE PROGRAMS 

As presented in Tab 1 e 5, over $800 mi 11 ion of the state's budget 
savings during the 1982-83 biennium were achieved in fiscal year 1983. However, 
$480 million, or 60 percent of that amount represented a restructuring of pay­
ment schedules or shifts from fiscal year 1983 to the next biennium. As will be 
discussed in more detai 1 1 ater, most of these shifts occurred in two program 
areas, $199 ·mi 11 ion in school aids and $269 mi 11 ion in direct property tax 
relief. The payments were shifted from fiscal year 1983 to fiscal year 1984 and 
resulted in a short-term remedy providing a one-time budget savings. Similarly, 
the 24 percent reduction of $331 mi 11 ion that we categorized as expenditure 
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11 cuts 11 also represent, for the most part, a temporary decline in spending. 
These reductions in the General Fund either transl ate into increased local 
property taxes, later increases in state spending, or at best a temporary re­
prieve in tax burdens. In effect, only a small amount of these expenditure 
reductions were ultimately translated into a loss of service or program bene­
fits. 

In general, these actions contributed significantly to the overall 
change in General Fund expenditures which declined by 14 percent when compared 
to fiscal year 1982. This dramatic decline is potentially misleading because 
the expenditure shifts, as just discussed, essentially result in noncomparable 
expenditure bases between fiscal years 1982 and 1983. Table 11 indicates that 
even after considering expenditure shifts, a 3. 7 percent decline was realized in 
General Fund expenditures during fi seal year 1983. Perhaps a more accurate 
indicator of expenditure commitment during the period is to compare fiscal year 
1982 expenditures with those estimated for fiscal year 1984. This comparison, 
which incorporates shift adjusted figures for fiscal years 1982 and 1983, indi­
cates an approximate 8 percent annual rate of growth in state General Fund 
expenditures for the period. 

TABLE 11 

STATE GENERAL FUND 

TOTAL EXPENDITURES ADJUSTED FOR SHIFTS 
FISCAL YEARS 1980 TO 1984est. 

(000,000's Omitted) 

Percent Percent Percent Est. Percent 
Amounts Amounts Change Amounts Change Amounts Change Amounts( ihange FY 1980 FY 1981 1980-81 FY 1982 1981-82 FY 1983 1982-83 FY 1984 a 983-84 

Expenditures 
as Reported $3,401 $3,690 + 8.5% $4,051 + 9.8% $3,487 -13.9% $4,547 +30.4% 

Add Back: 
Shifts 68 479 

ADJUSTED 
EXPENDITURE 
LEVELS $3,401 $3,690 + 8.5% $4,119 +11.6% $3,967 - 3.7% $4,547 +14.6% ----

Source: Office of the Legislative Auditor, staff computations. See Appendix Table III for 
detail on expenditure shifts. 

(a)Department of Finance projections of May 10, 1984, adjusted according to GAAP. 
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A closer examination of General Fund expenditures shows that there is 
a wide variation in the rate of change experienced by individual program areas 
since fiscal year 1980. For the purpose of our analysis, we classified expendi­
tures as follows: 

(A) State Government Operations - This category includes salary cost, 
administrative expenditures, supplies, and equipment purchases for all 
state institutions and other state departments. 

(B) Intergovernmental Transfer Payments - This category includes all 
school aids, aids to the University of Minnesota, Local Government 
Aids, and a variety of other aids paid to local governments. 

" 
(C) Direct Property Tax Relief Programs - This category includes property 

tax relief paid to local governments on behalf of property owners, 
e.g., the Homestead Credit, and refund amounts paid directly to tax­
payers, e.g., the Circuit Breaker. 

(D) Subsidies Paid to Individuals - This category is dominated by welfare 
benefits and includes other programs such as scholarship and grant 
programs for college students. 

(E) Debt Service Payments - This category includes the repayment of gen­
eral obligation bond principal and interest, plus interest on short­
term certificates of indebtedness. 

(F) Interfund Transfers - This category consists of monies paid to other 
state funds for expenditure. Primary amounts include the distribution 
of certain taconite taxes to the Iron Range Resources and Rehabilita­
tion Board and amounts distributed to the Minnesota Housing Finance 
Agency for housing programs. 

The spending patterns for each of these categories will be examined, 
first, however, a general observation can be made for a 11 categories. The 
earlier analysis indicated that expenditure growth has not been significantly 
affected by the financial problems experienced by the state:. This occurs be­
cause, for practical purposes, major expenditure programs cannot be controlled 
in the short-term. State policies have established a variety of commitments 
which are difficult to renege on in the short-term. For example, Direct Prop­
erty Tax Relief programs were greatly expanded in the 1979 and 1980 legislative 
sessions and affected local government budget decisions in 1981 and 1982. Since 
local governments had levied property taxes assuming that the state would pro­
vide these payments and other intergovernmental aids, the state was unable to 
significantly reduce these commitments without devastating 1 oca 1 government 
finances. There are also certain contracted expenditures which are difficult to 
control in the short-term. These include most salary costs, debt service expen­
ditures, and certain administrative expenditures, such as communications and 
utilities. 

However, there are expenditure programs which can be controlled with 
short-term notice. These include items which are discretionary and can be 
reduced or delayed in the short-term, such as travel, consultant contracts, and 
certain grant programs. These programs, however, constitute a minor amount of 
the state's budget. Our analysis reveals that most of these controllable expen­
ditures in fiscal year 1983 either approximated or were below fiscal year 1980 
spending levels. 
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Thus, state expenditures are difficult to control in the short-term. 
State policies and contractual agreements seem to establish expenditure levels 
which are difficult to adjust. If there is a desire to reduce state spending or 
make it more flexible, substantial changes in state finances will be necessary. 

Examination of Table 12 shows the growth in General Fund expenditures 
by major program categories between fiscal years 1980 and 1983. The impact of 
expenditure shifts for intergovernmental transfers to school districts and for 
various direct property tax relief programs is very apparent as expenditures for 

. these program categories dee 1 i ned by 22 and 31 percent, respectively, in fi sea 1 
year 1983. If however, expenditure levels for these programs are adjusted, 
restoring the amounts shifted to fiscal year 1984, then intergovernmental trans­
fers would have declined by on-ly 14 percent while direct property tax relief 
payments would actually have shown an increase of 7 percent. The impact of 
expenditure shifts on these programs are discussed in more detail on pages 
23-29. 

Government 
Operations 

Intergovernmental 
Transfers 

Direct. Property. 
Tax Relief 

Subsidies to 
Individuals 

Debt Service 
Interfund 

Transfers 

TOTAL GENERAL FUND 
EXPENDITURES 

$ 

TABLE 12 

STATE GENERAL FUND 

EXPENDITURES BY MAJOR CATEGORIES 
FISCAL YEARS 1980 - 1983 

(000 1 s Omitted) 

FY 1982 
As Shift 

FY 1980 FY 1981 Reeorted Adjusted 

562,152 $ 605,731 $ 641,869 $ 641,869 

1,806,134 1,889,855 2,008,952 2,076,633 

510,135 622,387 714,676 714,67~ 

342,448 440,338 489,020 489,020 
88,173 93,996 135,302 135,302 

91,988 38,188 61,217 61,217 

$3,401,030 $32690,495 $42051!036 $4,118,717 

FY 1983 
As Shift 

Reported Adjusted 

$ 689,763 $ 689,763 

1,570,217 1,780,309 

495,682 765,131 

499,826 499,826 
194,003 194,003 

37,819 37,819 

$3,487,310 $3 1966 1851 

Source: Office of the Legislative Auditor, staff computations. See Appendix Table III for 
detail on expenditure shifts. 

11.C.l. State Government Operations 

We· have classified salaries, administrative expenditures, supplies, 
and capital expenditures as comprising State Government Operations. These types 
of expenditures represented nearly 20 percent of General Fund spending in fiscal 
year 1983. In this section we have included two analyses of this spending 
category: (1) by expenditure type and (2) by department/institution. 
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Table 13 illustrates state government operation expenditures by type. 
The table demonstrates how dominant salaries are as a component of operating 
expenditures. Salaries comprised approximately 80 percent of all operating 
expenditures during this period. Although the size of the state's work force 
has been on the decline for the last few years, salary costs rose at a rate of 
about 8 percent per year between fiscal years 1980 and 1983. Certainly, some 
reduction in the work force is attributable to layoffs. However, the costs of 
severance pay and unemp 1 oyment compensation ordinarily obviate any significant 
short-term savings for the state. Furthermore, when negotiated and discretion­
ary salary increases are also considered, annual increases in salary costs 
should be expected. 

A more traditional method of examining state government operational 
expenditures is presented in Table 14 which shows state spending by departments 
and institutions. The differences between this and other analyses of the Gen­
era 1 Fund is that a 11 grant and benefit expenditures have been exc 1 uded from 
state department's budgets. Thus, the amounts shown in Table 14 represent only 
those expenditures for salaries,· administration, supplies, and capital items 
purchased by state departments (i.e, those items specified in Table 13). 

The most significant expenditure pattern shown in Table 14 is that 
there is a wide variation in the rate of growth experienced by departments and 
institutions during this three-year period. Between fiscal years 1980 and 1983, 
government operation expenditures increased by 22.7 percent. During this same 
period, however, these types of expenditures among state institutions increased 
by over 30 percent. This occurred, in part, because they were shielded from 
some of the budget reduction policies taken in fiscal year 1981. Most of state 
operational spending restrictions were placed on non-institutional agencies and 
departments and as a result, their operating expenditures increased by only 
13.6 percent during the period and actually declined in fiscal year 1982. 

Furthermore, it is also important to realize that many state institu­
tions do generate revenues for the General Fund. Colleges and universities 
collect tuition revenues and the welfare institutions and the veterans homes are 
partially • financed by federal and county do 11 ars and to a 1 esser degree, by 
residents' fees. The implication is that if these revenues, are not taken into 
consideration, it would appear from looking at Table 14, that state institutions 
account for over one-half of all state government operating expenditures. 
However, analysis of Table 15 shows that if state institution operating expen­
ditures are displayed using a net cost figure, then they comprise less than 
one-half of all state operating expenditures. Using a net cost figure also 
shows that state institutional expenditures increased by 21 percent as opposed 
to 30 percent between fiscal years 1980 and 1983. 
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TABLE 13 

STATE GENERAL FUND 
STATE GOVERNMENT OPERATIONS BY EXPENDITURE TYPE 

FISCAL YEARS 1980 to 1983 
(OOO's OMITTED) 

PERCENT PERCENT 
CHANGE CHANGE 

EXPENDITURE TVPE FY1980 FVl981 80 - 81 FY19B2 81 - 82 FYJ983 

------------------------------·------------------------- ---------------- --------
SALARIES $444,278 '486,145 9.4% $520,542 7.11 S557,l46 

ADNINISTRATIDN: 
COl'INUN I CA Tl OHS S12,632 SJ3,566 7.41 U4,3B8 6.11 $1'3,910 
COHPUTER SERVICES $12,520 $13,226 5.61 112.295 -7,0% $12,778 
PROFESSIONAL TECHNICAL SERVICE SJJ,-533 $Jl I 496 -0.31 Hl,364 -1.1% SJ2,40B 

UTILITIES Si,998 $9,053 13.21 $9,575 5.8% SU, JOO 

TRAVEL $8,960 SB,192 -8,6% $8,686 6.01 SB,672 
RENT .$8,298 SB,039 -3.1% SS,394 4.4% $7,874 
PRINTING $6,881 $6,838 -0.6% $6,877 0.6% S.7,~5 
OTHER PURCHASED SERVICES U,279 SS,292 23.7% $5,301 0.21 $7,070 
REP~IRS $3,069 $3,249 5.9% S3,71B 14.4% $4,206 
CONSULTANTS U,841 Sl, 858 0.9% $705 -62. IX '$629 
AD\/ERTISIN6 U,259 U,242 -1.41 $981 -21.0I $1,045 
OTHER U,963 Sl,928 -1.SI Sl, 957 1.51 Sl,879 ---- ------ ------ ----

SUBTOTAL: ADNINISTRATION S81, 233 $83,979 3.41 $84,241 (1,3% $89,116 
---- ------- -------- ---------SUPPLIES $34,955 .$32,479 -7.a $36,153 11.31 S37, 631 ---- ------- -------· 

CAPlTAL EXPENDITURES $12,715 $13,295 4.6% $11,082 -16.61 SB,679 
--------

___ ,... ____ 
---------- ------

OTHER U,724 $12,019 1s~.n .$9,503 -20.9X $12,350 
------- ------- --------- ------

LESS: REIMBURSEEKENTS ($15,753) (S22, 1861 40.8% ($19,652) -1!,4% ($15, 3591 

TOTAL STATE GOVERNMENT OPERATIONS $562,152 $605,731 7.BX Sb41,Bb'? 6.(1% $689,763 
=========-= ========== ===== ====::=-==== ======== t:::=t:==--:a= 

PERCENT 
CHAN6£ 
82 - 83 

7.11 

-3.3% 
3.91 
9.2% 

15.9% 

-0.2% 
-6.n 
'l.n 

33.4% 
13.11 

-10.Bl 
6.51 

-4.0l 

5.8% --
4.n: 

-21.n ---
30.0I 

---
-21.81 

7.51 
111:s=:::: 

SOURCE: Office of the Legislative Auditor staff computations from SWA 
reports and financial statements. Also see Technical Note in 
Appendix. 
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l"ERCENT 
CHAH6E 
80 - 83 

25.41 

JO.ll 
2.1% 
7.6% 

38.8% 

-3.21 
-s.n 
9.61 

65.21 
37.0I 

-65.BI 
-17.0I 
-4.31 

9.7% 

7.il 

-31. 71 

161.41 

-2.51 

22.7% 
===== 



TABLE 14 

STATE GENERAL FUND a 
STATE GOVERNMENT OPERATIONS BY DEPARTMENT/INSTITUTION=-/ 

FISCAL YEARS 1980 - 1983 
(OOO's OMITTED) 

PERCENT PERCENT PERCENT PERCENT 
DEf'ART"ENT/ CHANGE CHANGE CHANGE CHANGE 
I NSTJ TUTJ ON FYJ980 FY1981 80 - 81 FY!9B2 B1 - 82 FY19B3 82 - 83 80 - 83 

---------------------------- -------------------- ------------- ---------- ·--------CONSTITUTIONAL OFFICERS: 
ATTORNEY 6ENERAL SS,357 $9,411 12.61% uo, 136 7.701 510,727 5.an 28.3i>% 
6DVERNOR/LT. 60YERHOR Sl, 513 '$1,371 -9.39% U,430 4.30% U,559 9.021 3.041 
SECRETARY OF STATE S67B $914 34.81% $948 3. 727. $952 0.421 40.411 
STATE TREASURER 1B12 ~78 8.13% $896 2.051 Sl ,(10B 12.SOX 24.141 
STATE AUDITOR $241 $247 2.49X SWr a.,-u $27-B 3.351 15.351 

------ ---- ---- --- ---- ----- ---- ----
SUBTOTAL $11,601 $12,821 10.52% '$13,679 6.69% $14,524 6.18% 25.20'% 

------- ---- --- ----- ----- ------ -------
JUDICJARV: 

DISTRICT COURT JUDGES $1(1, 946 Sll, 766 7,47% $1l, 748 -0.15X $12,293 4.641 12.291 
SUPREKE COURT $3,(144 $3,697 21. 45X $4,171 12.6:?X $4,952 18.72% 62.68% 

------ ----- ----- ----- ---- ---- ---
SUBTOTAL $13,992 $15,463 10. 51% 115,919 .2.951 $17,245 8.31% 23.25? 

------ ------- ------ ----- ------ ----- ------ -------
LEGISLATIVE: 

H~USE OF RErRESENTATJVES $9,305 Sl(l,664 l4.61X $10,824 1.50% S12,!0B 11.861 30.121 
SENATE SS,941 S7,27(1 22.371 $6,895 -5.161 $7,915 14. 791 n.231 
LE6ISLATJYE AUDITOR Sl,837 $2,079 13.m: S2,l70 4.3BX $2,124 -2.12? 15.621 
REVISOR OF STATUTES U,199 $1,573 31. !91 U,978 25.75% $2,298 16. JSI 91.Wl. 
OTHER LEGISLATIVE COKNJSSIOHS st,313 $1,956 48. 97I $1,323 -32.361 st, 137 -l4.06l -13.40? 

------- ------- ---- ------- ---- ------ -- -------
SUBTOTAL Sl9,595 $23,542 20,141 $23,190 -1.50% $25,582 1(1.311 30.55% 

------- ------ --- ------ ----- ------ ------
CENTRAL FINANCIAL AND 
AOKIHISTRATIVE: 

REVENUE S23,976 $24,862 3.69X $28,054 12.84!. $31,079 1(1.781 29.b!I 
ADNJNISTRATIOH $14,464 $14,893 2.97I $15,167 l.9Tl $15,489 1. 991 7.091 
FINANCE ,4,975 $5,(150 1.51! SS,160 2. JBl SS,627 9,051 13, I lI 
-£t1PLO\'EE RELATIONS $2,845 '$2,979 4. 71I $3,087 3.63? 13,208 3.92% 12.761 
INVESTKENT BOAi<D $938 U,071 14. !Bl $1,213 13.267. Sl,203 -(t. 82% 28.25% 

-------- ------- -------- -------- ------- ------- ----- -------
SUBTOTAL S47, 20(i $48,855 3.51I 152,701 7.87% $56,6(16 7.411 19.931 

-------- ------- ------- ------- ------ -------- ------ ------
Dli<ECT SERVICE DEPARTNEHTS: 

NATURAL RESOURCES $35,782 $40,463 13.08% $39,838 -1. s~: '44,165 10.86% 23.~3% 
PUBLIC WELFARE $19,599 $2(1, 334 3.75% $20,403 0.34i $22,972 12.591 n.2n 
EDUCATION SI <J, 50B $10,475 -o.sn Sl0,797 3,(17l $10,866 O.b4I 3.41% 
PUBLIC SAFETY $11,912 SlJ, 967 (1,63X $13,028 8.681 $13,875 6.501 26.48? 
CORRECTIONS $9,382 $9,408 0.281 s~,44', 0.44% $9,731 2.98% 3.721 
HEALTH se,531 $8,962 5.05% $9,025 0.70% SB,894 -1.45% 4.26? 
ENERGY, PLA!fIN6, ~ DEVELOPKENTb/ S9,l9B $9,761 6.121 SB,745 -10,41% Si,394 ·-15.45% -19.6U. 
CON~.ERCE b SS,540 fS,778 4.30X $6,953 20.34% $6,546 -5.BSI 18.161 
A6RICULTURE--EXC. 6RAJH JNSPEC,.£/ SS,592 $6 1 (12B 7.80% $6,399 6.151 $6,484 1.331 15.951 
A6RICULTUR£-6RAIH INSPEC. $71(199 SB,398 18.:SOX so -100.0(IX NIA NIA HIA 
POLLUTION CONTROL $4,706 $4,853 3,(181 $51660 16.63% $5,709 (1,871 21.261 
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TABLE 14 (Cont'd.) 

STATE GENERAL FUND 
STATE GOVERNMENT OPERATIONS BY DEPARTMENT/INSTITUTION 

FISCAL YEARS 1980 - i983 
(OOO's OMITTED) 

PERCENT PERCENT PEl<CENT PEP.CENT 
DEPARTNEHT/ CHANGE CHANGE CHANGE CHANGE 

· INSTITUTION f'Y198(1 FY!9Bl 80 - Bl FY1982 81 - 82 FYJ983 82 - 83 6(1 • 83 

---------------------------------- ---------------------------- ------------------ --------------------------ZOOL06ICAL GARDENS S5,005 $5,059 1.08% $4,919 -2.77"1. SS,235 c.42I 4.601 
LABOR AND INDUSTRY d/ $5,623 S5,805 3.24% S5, 138 -11.49I S5,583 6.661 -o. 711 
MILITARY AFFAIRS S3, 721 $3,979 6.93X $4,274 7.41I $4,318 1.031 16. 041 
PUBLIC SERVICE/UTILITIES $3,586 S3,682 2.68l $3,798 3.15t $4,139 8,98l 15.-121 
STATE UNJVERSJTY BOARD $2,968 S~-~ 004 o.su $3,571 18,B7l $4,066 13.861 36,081 
NECC ~ $3,339 $3,400 1. 83% S3,247 --4.501 S2,252 -3(1.641 -32.551 
CONNUHITY COLLEGE BOARD S2,397 S2,496 4.13! S3,062 22.t.81 $3,797 2-1.001 58.41% 
HECB Sl,473 Sl,580 7.261 Sl, 514 -4.18"1. S2,(t86 3i.78l 41.621 
AHINAL HEALTH BOARD Sl,034 Sl,070 3.48% $1,239 15.79'! Sl,080 -12.s:n 4,451 
ECOHOIIIC SECURITv.f/ S2,987 $4,351 45.66% S 1,236 -71.591 il,444 16.8':% -51.661 
HUNAN RI6HTS S922 S964 4.56% Sl, 101 14.21I $1,183 7.451 26.31% 
NEDIATION SERVICES S81b S932 14.22I S1 ,007 B.051 $980 -2.68t 20.IOI 
OTHER DEPARTIIENTS SB,459 59,279 9.691 Sl0,882 17.28% Sll,574 6.36% 36.82% 

------ ------- ------ ------- ----- ------ ------
SUBTOTAL $170,201 S182,048 6.96I S175,285 -3.711 $184,373 S. lBI 8.331 

-------- -------- ------- ------- ------ ---- ------- ----
TOTAL NON-INSTITUTIONS S262,589 5282,729 7.67X $280,774 -0.69l S29B,330 6.25% 13.611 

-------- -------- ------ -------- ----- ------ ----- -------
STATE lNST[TUTIOHS: 

STATE UNlVERSlTlES S96, 439 $101,245 ~.9BI Sl2l,l69 111.682 $129,927 7.23% 34.72% 
COIIIIUHITY COLLEGES 546,111 s49,sqs 7.56I sbo,01q 21. 13% 562,508 4.0U 35.56% 
WELFARE INSTITUTIONS~/ $122,479 Sl33,911 9.331 Sl40,4(19 4. 85? $148,954 6.09% 21.62% 
CORRECTIONAL FACILITIES $32,234 535,0S! 8. 7-4I $38,074 8,621 $43,488 14.22% 34. 911 
VETERANS HONES $4,081 SS,129 25.bBI f.6,194 2(1, 76I S7,449 20.26l 82.53% 
SCHOOLS: BRAILLE~ DEAF S3,884 $4,184 7.72% $4,921 17.611 ss, 135 4.351 32.211 

-------- -------- ----- -------- ------- ------- -----
' TOTAL INSTITUTIONS $305,226 S32~, 118 7.83I $370,846 12.68! $397,461 7.18}; 30.221 

-------- -------- ------- -------- ------- ------- ------ ------
UNALLOCATED E[PENDITURES $1(1,(188 $16! (17(1 59.301 $9,'fOl -36.39% $9,331 -5.76'/. -7.5(1% 

------- -------- -------- ------- ------- ------ ------- -------
LESS: REI"BURSENEITTS 

FRON OTHERS ($15,753) ($22,186) 4<1.sn (U9,t.52i -11.421 ($15,359} -21.851 -2.501 

TOTAL - STATE 60VERNNENT 
OPERATIONS $562,152 $605,731 7.75! $641,869 5.HI $689,763 7,461 22.701 

========= =======.:.: =======: ========= ======== ======= ====:== ======= 
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NOTES FOR "TABLE 14 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports 

and annual financial statements. See also Technical Note in Appendix. 

a/ Only major departments are listed. 

E./ These declines were largely caused by department reorganization. 

c/ The Grain Inspection Program and the fees which it generates were moved 

to a dedicated account in 1982. 

1982 and 1983 Labor and Industry amounts include expenditures from the 

Worker's Compensation Court of Appeals. These expenditures were part of 

Labor and Industry in 1980 and 1981 and have been included here for compara­

bility purposes. 

!f:_/ This apparent decline is due to MECC being taken off the statewide accounting 

system. 

These drastic changes are caused by a structural tradeoff between certain 

counselor salaries and vocational rehabilitation benefits. Salaries dropped 

significantly in the General Fund as they are now paid with federal monies. 

Vocational rehabilitation benefits rose significantly because they were 

formerly paid from federal monies and are now paid from the General Fund. 

These changes were designed to offset each other and negate any significant 

impact on the General Fund. 

The phasing out of the Rochester State Hospital bas reduced its expenditures 

and thereby affecting total expenditures for welfare institutions. 
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I HSTITUTIONS FY1980 ------------ -----
STATE UNJVERSITIES: 

EXPENDITURES $96,439 
REVENUES ($24,0701 

---------NET COST $72,369 
----

CONNUNlTY COLLEGES: 
EXf'ENDITURES H6,1J I 
REVENUES ($14,3281 

-----------NET COST 131,783 
--------

WELFARE INSTITUTIONS: 
EXPEND I.TURES $122,479 
REVENUES !_/ ,E,_/ ($57,454) __ ..., _______ 

NET COST $65,025 
----------

VETERANS HONES: 
EXPENDITURES $4,081 
REVENUES ($3,0271 

----------
NET COST $1,054 

---------
EDUCATIONAL FACILITio/5: 

EXPENDITURES £. Sl,884 
-------

CORRECTIONAL FACILIT~S: 
EXPENDITURES .£ $32,2~4 

---------
TOTAL NET COST 
STATE INSTITUTIONS $206,349 

========== 

TABLE 15 

STATE GENERAL FUND 
STATE GOVERNMENT OPERATIONS 

NET COST OF INSTITUTIONS 
FISCAL YEARS 1980 to 1983 

(OOO's OMITTED) 

PERCENT PERCENT 
CHANGE CHANGE 

FY198l 80 • 81 FV1982 BJ - 82 ----- ------ -----
$101,245 5,0X S121,J69 19.7% 
($28,4641' 18.31 ($31,722) 11.41 

" -------- ------
$72,781 0.61 ,$89,447 22.91 -------- ----- ---
$49,5'f8 7.6'1. $60,079 21, IX 

(117, 0861 19.2t ($19,853) 16.2% 
-------- --------- -----

$32,512 2.31 H0,226 23.71 
------- ------ ----
$133, 91 l 9.3% $140,409 4.91 
($62,9861 9.6% ($7-4,5(10) 18.3% 

--------- ------- ----
$7~, 925 9.11 $65,909 -1.n 

---------- --------
SS,129 25. 7% $6,194 20.8% 

!$3,0231 -0.11 ($3,2691 8. IX 
--------- --------- -----

$2,106 99.81 $2,925 38.9% 
--------- -------

S4, 184 7, 7l $4,921 17.61 
------- -----

$35,051 8.7I $38,074 8.6% -------- ---------
$217,559 5.41 $241,502 11.0% 
========= ::::::::: ======== ====== 

fERCENT PERCENT 
CHANGE CHANGE 

FYl9Bl 82 - 83 80 - 83 
- - --
$129,927 7.21 34.71 
($36,092) 20.1% 58.:n 

- ---
$91,BlS 2.n 26.91 

- -- ---
'62,508 4.01 35.61 

1523,4311 18.0t 63.51 ------ -----
$39,077 -2.CJI 22.9% ----- - --

$148,954 6.1% 21.6% 
<SS0,493) 8.0% 40.JI ----- --- -----
$68,461 3.9% 5.31 ---- -- ----
'7,449 20.:n 82.5% 

($4,889) 49.61 61.51 
------ ----- -----

t2,560 -12.51 142.9% ---- --- ----
$5,135, 4.31 32.21 --- -- --

$43,488 14.21 34.91 
------ -- ------
$250,556 3.7I 21.41 
=--=-=-=== ==::.:::: ===== 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports and 
annual financial statements. Also, see Technical Note in Appendix. 

a/ Retractive adjustments of $5,686,000 are excluded from revenues as they could 
distort the trend analysis. 

b/ The state's share of medical assistance has been excluded from these revenues 
because in substance the General Fund is paying itself. 

£./ Correctional and educational facilities do not generate significant General 
Fund revenues. 
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II.C.2. Intergovernmental Transfers 

In fiscal year 1983, Intergo"frnmental Transfer Payments comprised 
45 percent of the General Fund's budget. The programs we have classified into 
this category are shown in Table 16. For purposes of our analysis, we have 
categorized Direct Property Tax Relief Payments as a type of intergovernmental 
aid. The reason is because these payments are either remitted directly to local 
governments or subsidize the property tax payer, thereby aiding the local gov­
ernments' ability to tax. 

A review of Table 16 indicates the wide range of programs which are 
designed to provide state financing to local governments. Minnesota governments 
in many respects maintain a shared tax system. State government has taken much 
of the res pons i bi 1 i ty for co 11 ect i ng taxes through the statewide tax sources, 
such as income and sales taxes, and then has redistributed these proceeds to its 
local governments. This serves to reduce local governments' reliance on their 
limited taxing sources, primarily the property tax. 

The state provides Intergovernmental Transfer Payments to its local 
governments in basically two forms: (1) for general government purposes (or 
general aids), and (2) for specific programs (or categorical aids). Further, it 
is also useful to distinguish between those aids which are distributed to school 
districts, to the University of Minnesota, and to other local governments. Com­
paring fiscal year 1983 to fiscal year 1980, reveals that both general support 
and categorical aids declined. The most significant reduction occurred in 
Foundation Aids where the state expended nearly 37 percent less in fiscal year 
1983 than it did in fiscal year 1980. 

The reason for this apparently dramatic shift in the state's financial 
commitment to l oca 1 governments is that Intergovernmenta 1 Transfer Payments 
became the primary program category used to adjust spending 1 evel s. As was 
discussed earlier, the state took actions that reduced state expenditures in 
fiscal year 1983 by $811 million through a combination of expenditure reductions 
and shifts to fiscal year 1984. Of that amount, $500 million or 62 percent was 
realized through actions affecting Intergovernmental Transfer Payments. The 
greatest impact was realized in school aids which experienced a $411 million 
spending reduct ion in f i seal year 1983, accounting for over one-half of the 
total spending adjustment made to the General Fund. Tables 17 and 18 summarize 
the impact of these policies on fiscal year 1983 intergovernmental transfer 
expenditure levels. 

1For purposes of explanation, we consider the University of Minnesota 
to be a 1 oca 1 unit of government. Because of its autonomy from the state, it 
exhibits budget characteristics more like a local government than a state de­
partment. 
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EXPENDITURE TYPE 

TABLE 16 

STATE GENERAL FUND 
INTERGOVERNMENTAL TRANSFER PAYMENTS BY PROGRAM 

FISCAL YEARS·l98O TO.1983 
(OOO's OMITTED) 

PEfi'CENT PERCENT 
CHANGE CHANGE 

FY1980 FY1981 8(1 - 81 FY1982 Bl - 82 FY19B3 

PERCENT f'ERCENT 
CHANGE CHANGE 
82 - 83 8(1 - 83 

--------------------------------------------------------- ------------- -----------------------SCHOOL AIDS: 
FOUNDATJON AIDS $644,413 $653,818 1.51 $1441,871 14.7% $409,164 -45.U -36.5% 
CATEGORICAL AIDS: --------- ------ ---- ------- ------ -- ----TRANSPORTATION 188,435 $l(i6,088 20.0l 1122,372 15.3% $75,943 -37.il -14. lX 

VOCATIONAL $108,528 $123,546 13.BX $131,867 6.71 $117,866 -10.61 B.6l 
SPECIAL EDUCATION $87,353 '92,189 5.5% $105,669 14.6% '7B,125 -26.1% -10.6% 
OTHER $30,336 133,829 11.5% $41,029 21,31 S27.'i43 -lt.9% -7.91 ------ ------ ------ ----- ----- -- --SUBTOTAL: CATEGORICAL AIDS $314,652 $355,652 J3,0X $400,937 12.n $299,877 -25. 2% -4.n ------- ------- ----- ------ ------ ---

CONTRIBUTIONS TO TEACHERS 
PENSION PLANS $137,833 $150,773 9,4% $159,178 5.61 $137,275 -13,Bl -0.41 ---- ------ ------- ----- -- -- --TOTAL: SCHOOL AIDS $1,096,898 Sl,160,243 5.8% 11,309,986 12.91 $846,316 -35,4% -22.8% -------- -------- ------ ------- ---------- ----

AID TO U. OF KINNESOTA: 
NAINTENANCE L OPERATIONS 1174,320 $171,479 -1.6% 1206,493 20.U $210,271 I.Bl 20.6% 
CATEGORICAL SH,823 $46,231 -3.3% $44,939 -2.BI $47,259 5.2I -1.21 ------ ------- ------ ------- ------ -- --

TOTAL: U. OF K. S222, 143 $217,710 -2.0l S2~i1,-432 15.51 $257,530 2.4'% 15,91 -------- ------- ----- ------ ---- --
AID TO OTHER LOCAL GOYTS. 

GENERAL SUPPORT: 
LOCAL GOVERNKENT AIDS $23(1, 182 $231,005 0.4% $202,889 -12.21 $235,077 15.91 2.1% 
ATTACHED 11AClfJNERY CREDIT $11,440 $11,491 (t,41 lll,238 -2.2% SlCt,229 -9.0l -10,61 
DNR PAYKENT IN LlEU $4,901 u, 703 -4.0X $4,328 -a.ox ${I -JOO.OX -100,0l . ------- -------- ------- ------ ------ -----

SUBTOTAL:LEVY COORDINATED AIDS $246,523 S247,J99 (1.3% $218,455 -11.61 $245,306 12.3% -0.51 ------- ---------- ------ -------- ----------- ---- -----
SHARED TAXES: 

TACONITE AI!iS S◄ (I, 74(1 S41, 049 0.8% $46,279 12. 7I $47,918 3.5'% 17.6% 
POLICE AND FIRE AIDS $19,219 $20,837 8.4% $21,899 5.1% $22,031 0,61 14.61 
INHERITANCE TAX S3,965 so -100.0% NIA NIA NIA N/A N/A 

------·---- ---------- ------- ---------- ---------- ----- ----
SUBTOTAL: SHARED TAXES S631924 $61,886 -3.2% $68,178 10.21 $69,949 2,61 9.4% 

---------- ---------- ------- _.., _______ 
---------- ----

SUBTOTAL:GENERAL SUPPORT AIDS $310,447 $309,085 -0.4% $286,633 -7.3% $315,255 10,0l 1.5% 
--------- --------- ------- ------- --------- ----- -----
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TABLE 16 (Cont'd.) 

STATE GENERAL FUND 
INTERGOVERNMENTAL TRANSFER PAYMENTS BY PROGRAM 

FISCAL YEARS 1980 TO 1983 

EXPENDITURE TYPE FY1980 

(OOO's OMITTED) 

PERCENT 
CHANGE 

FV1981 80 - 81 

PERCENT 
CHANGE 

FY1982 81 - 82 

PERCENT PERCENT 
CHANGE CHANGE 

FYl983 82 • Bl 80 - 83 

-------... ---··--------------------------------------------------------
PR06RAK AIDS: 

WELFARE NON-BENEFIT AIDS: 
AI>IIINISTRATION 
CSSA 
SOCIAL SERVICE I OTHER 

SUBTOTAL: WELFARE NOli-BEliFIT 

PUBLIC TRANSIT 
CORRECTIONS 
COl!IIUHITY HEALTH 
SHADE TREE 
PLANNING l RECREATION · 
CONT. TO LOCAL PENSIONS!/ 
HISTORICAL SOCIETY 

SUBTOTAL:PROSRAK AIDS 

OTHER AIDS TO LOCAL 60VTS I 
KISC. AOJUSTIIENTS 

TOTAL AIDS TO 
OTHER LOCAL 60VERNKENTS 

S9,741 
NIA 

$49,203 

$58,'144 

S26,5b2 
Sl0,323 
SJo,193 
f9,623 
$3,262 
$1,763 
$6,749 

fS,894 
N/A 

$55,803 

$61,697 

$23,619 
$11 t 467 
$12,255 
$8,415 
$4,751 
$6,352 
$7,279 

$127,419 $135,835 

$49,227 $66,982 

$487,093 $511,902 

TOTAi. INTER60VERNIIENTAL TRANSFERS Sl,B06,134 fl,889,B55 

-39.5% 
NIA 

13.41 

$6,950 
NIA 

$65,939 

17.91 
N/A 

18.21 

$(1 

$47,564 
$20,175 

---------- ------ --------
4.7X $72,889 

-11.n 
11.n 
20.2x 

-12.6% 
45.6% 

260.3% 
7.9% 

$16,201 
$12,513 
$11,401 
S2,699 
$3,682 

$10,754 
$6,715 

6.6% $136,854 

18,11 $67,739 

-31.41 
9. lI 

-7.01 
-67.91 
-22.51 
69.31 
-7.77. 

$20,(110 
$13,045 
$10,811 

so 
$2,388 

$12,086 
'6,578 

o.sx $132,657 

-100.01 -100.(11 
HIA N/A 

-6'1.4% ·59,0X 

-7. lX 14.91 

23,SX 
4.31 

-5.21 
-100.01 
-35,IX 

12.41 
-2.ox 

-3,11 

-24.7t 
26.41 
6.lt 

-100.(11 
-26.81 
585.51 
-2.51 

4.11 

36,11 $24 1047 -64.IX $18,459 -23.21 -62.51 

5.1% $447,534 -12.61 $466,371 4.21 -4.31 

4.6X S2,008,952 6.3111,570,217 -21.81 ·l3.ll 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports and 
annual financial statements. A.~so, see Technical Note in Appendix. 

a) The increase in contributions to local pension plans is due primarily to 
the state providing aid to amortize the unfunded liability of local police 
and fire relief associations and of the Minneapolis Employees Retirement Fund. 
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Table 17 shows that in fiscal year 1983, $210 million in Intergovern­
mental Transfer Payments were shifted to fiscal year 1984. Adjusting for the 
effects of these shifts reveals that Intergovernmenta 1 Transfer Payments de­
clined by 14 percent as opposed to 22 percent during fiscal year 1983. Of this 
amount shifted to fiscal year 1984, $199 million or 95 percent was realized from 
aids to school districts. The shift was largely accomplished through actions 
taken by the sta"tf that required early recognition of property taxes by local 
school distric2s. This lowered fiscal year 1983 state aid payments by 
$158.9 million. In addition, the state altered the aid payment schedules such 
that $40 mi 11 ion which was scheduled to be paid to schoo 1 districts in fi seal 
year 1983 was paid in October of fiscal year 1984. However, even after adjust­
ing for these expenditure shifts, Table 17 shows that school aids still declined 
by 20 percent during fiscal year 1983. 

Aids to other local governments were also affected by shifts in fiscal 
years 1982 and 1983. The largest shift occurred in the Local Government Aid 
(LGA) program where the March payments in 1982 and 1983 were delayed to July of 
the respective years. This resulted in a $67.7 million shift from fiscal year 
1982 to f i seal year 1983 and a $73. 4 mi 11 ion shift from fi seal year 1983 to 
fiscal year 1984. The net impact of these actions on fiscal year 1983 was a 
reduction of $5. 7 million. The payment schedule for in lieu of tax payments was 
also changed such that $4.3 million was shifted from fiscal year 1983 to fiscal 
year 1984. The combined impact of these adjustments, plus actions associated 
with attached machinery aids, resulted in a net shift reductio4' of $10.7 million 
in aids to other local governments during fiscal year 1983. Table 17 shows, 
however, that by adjusting these expenditures for the shifts, aids to other 
local governments would have declined in fiscal year 1983 by 4.2 percent as 
opposed to increasing by 3.6 percent. 

Even after evaluating the impact of expenditure shifts on Intergovern­
mental Transfer Payments, it is apparent that these program areas did experience 
substantive reductions in funding levels in fiscal year 1983. Table 18 shows 
that as a result of specific legislative actions (see Appendix Table IV), over 
$290 million was trimmed from intergovernmental transfer programs in fiscal year 
1983. This represented 88 percent of the tota 1 amount which could be cate­
gorized as actual spending reductions made in the General Fund in fiscal year 
1983. If these actions were not taken and if we adjust for shifted expenditure 
amounts, then intergovernmental transfer spending levels would have remained 
virtually unchanged between fiscal year 1982 and 1983. 

More specifically, the most significant spending reduction occurred 
in the School Foundation Aid Program where expenditures were reduced by nearly 
$116 million in fiscal year 1983. The policy actions responsible for this 
reduction were the elimination of summer school aid, a decrease in foundation 

1see Appendix Table III. 

2Brief note explaining this. 

3
It property tax refund payments are also included, then approximately 

$77 million in aid payments to school districts was shifted from fiscal year 
1983 to fiscal year 1984. See Appendix Table III. 

4The attached machinery aid payment schedule was changed to coincide 
with the school aid payment schedule and these aids were also affected by the 
early property tax recognition policy. The impact of these actions shifted 
$683,000 from fiscal year 1983 to fiscal year 1984. 
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EXrEHDITURE TYPE AFFECTED BY 
FYJ9B3 EXPENDITURE SHIFT 

TABLE 17 

STATE GENERAL FUND 
ANALYSIS OF FY 1982 & FY 1983 EXPENDITURE SHIFTS 

IMPACT ON INTERGOVERNMENTAL TRANSFER PAYMENTS 
(OOO's OMITTED) 

FY1982 FY1982 FY19B3 FY1983 
AS AHOUKT FY1982 AS AHOUIIT FY1983 

REPORTED SHIFTED ADJUSTED REPORTED SHIFTED ADJUSTED 

PERCENT PERCENT 
CHANGE AS CH~ 

REPORTED A»JUST£1> 
62 - 83 B2 - 83 

------------------------------------ --------------------------------------- -TOTAL GENERAL FUND ~,051,036 $6i,6B1 $4,118,717 n,487,:m, U79,541 $3,966,851 -ll.91 -l.71 
'----

SCHOOL AIDS: 
GENEkAL SUf'PORT <FDUHDATIONl $749,871 $749,871 U09,1M SH5. 7B9 $554,953 -45.U -26.0l 
CATE60RICAL:_ ----- --- ---

Tf<ANSPORTATIOH $122,!72 $122,372 $75,943 $11, 1(1.4 $87,047 -37.9% -2B. 'n 
VOCATIONAL S·l31,867 Sl3l,667 $117,866 Sl4, 125 Slll, 991 -JG.61 o.n 
SPECIAL EDUCATION $105,669 SI05,669 HS, 125 $15,318 $103,443 -26.11 -2. ll 
OTHER $41,029 S41,Cl29 $27,943 S3,(179 S31,022 -ll.'1 -24.41 

---- ------- ------ ---- ---
SUBTOTAL: CATEGORICAL a/ -uoo, 937 S400,937 S299,877 S53,626 $353,503 -25.2% -11.8'% 

---- ---
CONTRIBUTJOHS TO TEACHERS 

PENSION PLANS . $159,178 $159,178 $137,275 S137,275 -13.BI -Jl.fll ------ ------ ---- --- --- --
TOTAL SCHOOL AIDS- $1,309,966 $1,309,986 $846,316 Sl99,415 U,045,731 -35.U -2u.21 

------ ------ -------- --- --- --
OTHER LOCAL GOVERHl'IEHT AIDS 

GENERAL SUPPORT: 
LOCAL 60VERNKENT AIDS $202,889 S67,68J S270,57(t $235,077 SS,709 $240,786 15.9% -11.(ll. 
ATTACHED l'IACHIHERY Sll,238 $11,238 $1(1 1 229 S653 S10,'H2 -9.0% -2.91 
DNR PAYNENT JN LIEU S4 1 328 S.4,~28 ${I «,285 S-4,225 -1oc,.o:t -!.01 
SHARED TAXES $68,178 $68,178 $69,949 $69,949 2.6% 2.6'% 

------- ---- --------- ------- -----
SUBTOT~l: GENERAL SUPPORT S2B6,633 $67,681 $354,314 ~315,255 s1c1 ;,rt?.l ' ' 

$325,932 10.0l 1:s.n 
------- ---- ------ ---- ----

ALL OTHER AIDS S412,3n U12,n3 HOB,646 M-06,646 -0.91 -0.'n 
-------- -------- --------- ------- ------- -- -

TOTAL AIDS TO OTHER 
SI0,677b/ LOCAL 60VERNHEHTS 5698,966 $67,681 Hb6,647 $723,IJOI S73-i,5i8 3.61 42.61 

---------- ---------- -------- ------ -------
TOTAL JNTER&OVERHHEITTAL TRANSFERS s2, vcis, 952 Sbi;6Bl $2,076,633 U,570,217 S2Ht,092 $1, 780,3(19 -21.Bl -14.'Sl 

=========== ========= =========- ========= ========= == - -- =--- - =--=-----: 

SOURCE: Table 16 and Appendix Table_III. 

a/ Includes aids to the University of Minnesota 

b/ Represents a net shifted amount excluding the $67.7 million. 
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TABLE 18 

STATE GENERAL FUND 
ANALYSIS OF FY i983 EXPENDITURE CUTS 

IMPACT OF INTERGOVERNMENTAL TRANSFER PAYMENTS 
(OOO's OMITTED) 

HYPOTH£TICAf./pfRCENT 
FY19B2 FYJ983 FYl983 PERCENT CHANGE AS 

EIPENDlTURE TYPE AFFECTED BV SHIFT SHIFT FVl983 SHIFT / CUT!,./ CHANGE REPORTED 
FY1983 EXPENDITURE CUTS ADJUSTED ADJUSTED CUTS ADJUSTED 82 - 83 82 - Bl 

--------------------------------------------------------------------------------------TOTAL GENERAL FUKD $4,118,717 $3,966,851 1331,346 $4,298,197 4.41 -13.91 ---- ---- -----
SCHOOL AIDS: 

GENERAL SUPPORT IFOIJNDATIONl 1749,871 $554,953 U15,682 $670,635 -10.61 -45.41 
CATEGORICAL: 

TRANSPORTATION $122,372 $87,047 '42,277 '129,324 5.71 -37.'1 
YOCATJONAL Sl31 1867 $131,991 $12,731 $144,722 9,7% -10.61 
SPECIAL EDUCATION · $105,669 $103,443 $10,699 $113,542 7.51 -26.11 
OTHER Ul,029 $31,022 $2,863 $33,885 -17.U -13.81 ------ ------ ------ -------- ------

SUBTOTAL: CATEGORICAL $400,937 '353,503 $67,970 $421,473 5.11 -22.01 ----- ------ ----- ----- -----
CONTRIBUTIONS TO PENSION PLANS 1159,178 1137,275 $28,568 $165,843 4.2% -31.,X ----- ------ ----- --------- ----

TOTAL SCHOOL AIDS $1,309,986 fJ,045,731 S2l2,220 U,257,951 -4.0I -l5.4I ------- ------ ----- ----- -----
U. OF lllNNESOTA $251,432 $257,530 $20,312 S277,842 10.S'l 2.41 ---- --------- --- ------ -------

OTHER LOCAL 60VERNNOO AIDS 
GENERAL SUPPORT: 

LOCAL 60\IERNKENT AIDS $270,570 $240,786 535,684 $276,470 2.21 15.91 
ALL OTHER GENERAL SUPPORT S83,744 $85,146 $85,146 l.71 -4.lI ----- ------ ----- ------ -- -

SUBTOTAL: GENERAL SUPPORT $354,314 $325,932 $35,684 $361,616 2.1~ 10.0'I ------- -------- ------- --------- ------- ------CATEGORICAL: 
PUBLIC TRANSIT $16,201 '20,010 $11 I J69 '31,179 '92.5% 23.S'I 
CORRECTION AIDS $12,513 Sll,045 S2, 174 $15,219 21.61 4.3% 
CONNUNlTY HEALTH $11,401 stO,Bll U,528 U2,339 8.21 -s.21 
WELFARE--AOHINJSTRATlON 56,950 $0 $6,950 $6,950 O.OI (1.01 
ALL OTHgi CATEGORICAL $89,789 188,791 $88,791 -1.n 3.n -------- -------- -------- --------- -----

SUBTOTAL CATEGORICAL 1136,854 1132, 657 $21,821 S154,478 12, 91 -3.n 
--------- -------- __ .., _____ 

--------- -------- ----OTHER AIDS l KlSC ADJUSTtlENTS $24,047 SJB,459 $18,459 -23.21 -23.21 
---------- ----- ------- -------- -------- -----TOTAL AIDS TO OTHER 

LOCAL GOVERNNENTS SSlS,215 $477,048 157,505 $5~4.553 3.81 4.2% ------- ----- ------- -------- ------
TOTAL [NTERGOVERNHENTAL TRANSFERS 12,076,613 u, 780,309 1290,037 12,070,346 -o.:.n -21.ex 

::n::na:: ========== ======== ======•=== :::.=:z:=== =-~ 
SOURCE: Tables 16, 17 and Appendix Table IV. 

!.I The expenditure amount has been adjusted such that both the shifted and 
reduced amounts have been restored. 

'J?./ The growth rate was computed based on the assumption that neither expendi­
ture shifts nor reductions occurred.in fiscal years 1982 nor 1983. 
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level support from $1,416 to $1,346 per pupil, an increase of the locally re­
quired mill rate from 23 to 24 mills, and a general reduction in individual 
school district appropriations. As a result, if these actions were not taken, 
shift-adjusted foundation aids would have declined by 11 percent in fiscal year 
1983 as opposed to the 45 percent decline as reported. This still represents a 
11 natural 11 decline of approximately $80 million in fiscal year 1983, which is 
largely attributable to declining enrollments and increased property assess­
ments. 

Spending reduct ions a 1 so greatly affected categorical aids to school 
districts and other local governments. As Table 18 showed, school categorical 
aids declined by 22 percent in fiscal year 1983, but would have increased by 
nearly 9 percent if legislative actions were not taken. Particularly affected 
were state contributions to teachers pension plans which would have increased by 
nearly 18 percent in fiscal year 1983 if the state had not reduced its contrib­
uting share by 4 percent during the last one-half of the fiscal year. In addi­
tion, categorical aids to other local governments would have increased by nearly 
16 percent; but primarily because of legislative actions taken to reduce public 
transit aids and eliminate public welfare administrative assistance, state 
spending in this area declined by 3 percent in fiscal year 1983. 

As a result of recent spending reductions in intergovernmental aids 
and increases among other Genera 1 Fund programs, there has been a rather s i g­
ni f i cant shift in the proportion of General Fund expenditures that are used for 
financing local services. Table 19 shows that the relative share of General 
Fund expenditures for intergovernmental aid programs declined from 53 percent to 
45 percent (shift adjusted) between fiscal years 1980 and 1983. During this 
period, the only general intergovernmental aid category that showed a relative 
gain was aid payments made to the University of Minnesota. 

TABLE 19 

STATE GENERAL FUND 

INTERGOVERNMENTAL TRANSFER PAYMENTS AS A PERCENTAGE OF TOTAL 
GENERAL FUND EXPENDITURES: FISCAL YEARS 1980 ~ 1983 

FY 1982 FY 1983 
As Shift As Shift 

FY 1980 FY 1981 Reeorted Adjusted Reeorted Adjusted 
TOTAL GENERAL FUND EXPENDITURES 

(000 2000 1 sl Omitted $32401 $31690 $42051 $42119 $32487 $32967 

School Aids 32.3% 31.4% 32.3% 31.8% 24.3% 26.3% 
Foundation Aids 18.9 17.7 18.5 18.2 11. 7 14.0 
Categorical/TRA and FICA 13.4 13.7 13.8 12.4 12.5 12.9 

Aids to Other Local Governments 14.3% 13.9% 11.1% 11.3% 13.4% 11.8% 
General Support 9.1 8.4 7.1 7.9 9.0 8.2 
Program Aids 3.7 3.7 3.4 3.3 3.8 3.5 
Other Aids 1.4 1.8 0.6 0.6 0.5 0.5 

University of Minnesota 6.5% 5.9% 6.2% 6.1% 7.4% 6.3% 

TOTAL INTERGOVERNMENTAL TRANSFERS 53.1% 51.2% 49.6% 50.4% 45.0% 44.8% 

Source: Office of the Legislative Auditor, staff computations based on data from Tables 16 
and 17. 
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11.C.3. Direct Property Tax Relief 

Benefits for Direct Property Tax Relief Programs were greatly expanded 
in the 1979 and 1980 legislative sessions. As a result, Table 20 shows that 
between fiscal years 1980 and 1982, expenditures for these programs increased by 
40 percent. This growth, however, was not shared equally among all types of 
programs. As can be seen from reviewing Table 20, credits paid to local govern­
ments increased by 80 percent, while refunds paid to individuals declined by 
16 percent during the period between fiscal years 1980 and 1982. This occurred 
largely because there exists an inverse relationship between the cost of th! 
homestead credit and refunds paid to individuals (homeowners circuit breaker). 

TABLE 20 

STATE GENERAL FUND 

DIRECT PROPERTY TAX RELIEF PAYMENTS BY PROGRAM 
FISCAL YEARS 1980 TO 1983 

(000 1 s Omitted) 

Percent Percent 
Change Change Percent Change 

Payments to Local 
Governments: 
Homestead 
Taconite Homestead 
Agricultural 
Reduced Assessment 
Wetlands 
Native Prairie 

Subtotal: Credits 
to Local Govern­
ments 

Refunds to 
Individuals: 
Renters 
Homeowners 
Seniors and 

Disabled 
Targeted Relief 

Subtotal: Refunds 
to Individuals 

TOTAL DIRECT PROPERTY 

FY 1980 FY 1981 80-81 FY 1982 81-82 FY 1983 82-83 80-83 

$246,058 $362,530 
16,301 17,542 
37,034 48,671 

47.3% 
7.6 

31.4 

$436,800 
19,388 
68,377 
10,000 
3,123 

100 

20.5% 
10.5 
40.5 

$351,484 
19,331 
64,492 
10,500 

3,160 
85 

-19.5% 
- 0.3 
- 5.7 

5.0 
1. 2 

-15.0 

42.8% 
18.6 
74.1 

$299,393 $428,743 43.2% $537,788 25.4%, $449,052 -16.5% 50.0% 

$ 75,799 $ 83,000 9.5% 
67,265 51,444 -23.5 

67,678 59,200 -12.5 

$210,742 $193,644 - 8.1% 

$ 90,783 9.4% 
25,945 -49.6 

57,411 - 3.0 
2,749 

$176,888 - 8. 7% 

$ 2,887 -96.8% -96.2% 
28,811 11.0 -57.2 

3,958 -93.1 -94.2 
10,974 299.2 

$ 46,630 -73.6% -77.9% 

TAX RELIEF $510,135 $622,387 22.0% $714,676 14.8% $495,682 -30.6% - 2.8% 

Source: Office of the Legislative Auditor, staff computations. From SWA reports and annual 
financial·statements. Also, see Technical Note in Appendix. 

1For more details on how these programs are related, see Evaluation of 
Direct Property Tax Relief Programs, by the Office of The Legislative Auditor, 
State of Minnesota, February 1983. 
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Table 20 indicates that this rapid growth ended in fiscal year 1983 as 
expenditures for Direct Property Tax Relief Programs declined by 31 percent from 
fiscal year 1982. However, like Intergovernmental Transfer Payments, expendi­
tures for Direct Property Tax Relief Programs were greatly affected by state 

budgetary actions which shifted significant amounts of fiscal year 1983 expendi­
ture liabilities to fiscal year 1984. Table 21 shows that $116 million in 
property tax credit expenditures were shifted from fiscal year 1983 to fiscal 

year 1984. This was accomplished by changing the credit payment schedule to 

coincide with the schedule adopted for distributing school aids and by the early 
recognition requirement of property taxes imposed on l oca 1 governments. The 
largest single adjustment occurred in refunds paid to individuals who now re­
ceive their annual property tax refund in September/October of each year. This 

resulted in a shift of over $100 million from fiscal year 1983 to fiscal year 
1984. If the credit and refund programs are shift adjusted, then Table 21 shows 
that spending for these programs would have increased by 7 percent in fi seal 
year 1983 as opposed to showing a decline of nearly 31 percent. Refunds paid to 
individuals showed the greatest impact, increasing by 13 percent after adjusting 

expenditures for shifts as opposed to exhibiting a decline of 74 percent. 

TABLE 21 

STATE GENERAL FUND 

ANALYSIS OF FISCAL YEAR 1983 EXPENDITURE SHIFTS' IMPACT 
ON DIRECT PROPERTY TAX RELIEF PROGRAMS 

EXP'ENO ITURE TYPE 

(000 1 s Omitted) 

H1983 
FY19B2 AS REPORTED 

FY1983 
SHIFTED 
AKOUNT 

FY1983 
SHIFT 

ADJUSTED 

PERCENT 
CHANGE AS 

liEPORTED 

PERCENT 
CHANGE 

ADJUSTED 

--r---------------------------------------------------------------------------------------------------------TOTAL GENERAL FUND t4,ii8,7i7 $3,487,310 $479,541 $3,966,851 -13.91 -3,71 

-----------------------------------------------------------------------------------------------------------
CREDITS PAID TO LOCAL GOVERNMENTS: 

HONE STEAD $436,800 $351,484 $91,931 $443,415 -19,Sl t.Sl 
"· TACONITE $19,388 $l9,3ll $19,331 -0.3>.: -0.31 

AGRICULTURAL $68,377 $64,492 $21,969 $86,461 -s.n. 26.47. 
REDUCED ASSESSMENT $10,000 $10,500 U,661 $12,161 s.ox 21.61 
WETLANDS $3,123 $3,160 $472 $3,632 1.21 16.31 
NATIVE PRAIRE $100 $85 $15 $100 -15,0l 0.01 

--------- --------- --------- -------- --------- ---------
TOTAL CREDITS $537,788 $449,052 $116,048 $565,100 -16.51 5,11 

--------- --------- --------- --------- ---------
REFUNDS PAID TO INDIVIDUALS: 

RENTERS $90,783 $2,887 $97,301 $100,188 -96.81 10,41 

HOl'IEOWNERS $25,945 S28,B11 $28,811 11. ox 11.0l 
SENIORS & DISABLED $57,411 $3,958 $56,100 $60,058 -93.ll 4.61 

TARGETED RELIEF $2,749 $10,974 $10,974 299,21 299.21 

--------- -------- --------- --------- --------- ---------
TOTAL REFUNDS $176,888 $46,630 $153,401 $200,031 -73,61 13,U 

--------- -------- --------- -------- --------- ---------
TOTAL DIRECT PROPERTY TAX RELIEF 1714,676 $495,682 $26'1,449 $765,131 -30.6% 7.1% 

========== ---------- ---------- ======= ---------- =========== 

Source: Office of Legislative Auditor staff computations based on data from 

Table 20 and Appendix Table III. 
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Also, in 1982 the Legislature reduced the homestead credit certifica­tion amounts by $32 million which affected payments made in fiscal year 1983. 1 
This partially explains why, after taking into consideration expenditure shifts, homestead credit expenditures increased by only 1.5 percent in fiscal year 1983. 

Since fiscal year 1980, the relative share of total General Fund expenditures for Direct Property Tax Relief Programs has increased. In fiscal year 1980, spending for these programs accounted for 15 percent of the General Fund expenditures and, by fiscal year 1983 these programs, after adjusting for expenditure shifts, accounted for over 19 percent. The most significant program by far is the homestead credit which accounted for 7 percent of the General Fund expenditures in fiscal year 1980 and 11 percent (shift adjusted) in fiscal year 1983. 

II.C.4. Impact of General Fund Expenditure Cuts on Local Taxes 

It is also significant to note that for the period under review, the primary objective of the state's General Fund has been to subsidize, either directly or indirectly, local property taxes. Table 22 shows that in fiscal year 1983, expenditures for direct property tax relief and intergovermental transfer programs, combined, comprised 64 percent of all General Fund spending. This does, however, represent a decline of 4 percentage points from that share of the General Fund used for this purpose in fiscal year 1980. Much of this relative decline can be directly attributed to spending reductions made in fiscal year 1983. 

TABLE 22 

STATE GENERAL FUND 

PERCENTAGE OF EXPENDITURES USED TO SUBSIDIZE LOCAL PROPERTY TAXES 
FISCAL YEARS 1980 - 1983 

FY 1982 FY 1983 
Shift Shift 

FY 1980 FY 1981 Adjusted Adjusted TOTAL GENERAL FUND 
(000 1000 1 s) Omitted $32401 $3!690 $4 1119 $31967 

Intergovernmental Transfers 53.1% 51. 2% 50.4% 44,8% Direct Property Tax Relief 15.0 16.9 17.4 19.3 

TOTAL 68.1% 68.1% 67.8% 64.1% 

Source: Office of the Legislative Auditor, staff computations based on data 
from Tables 16, 17, 20, and 21. 

1Laws of Minnesota 1982, Chapter 641, Article 2, Section 9. 
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The implication of this fiscal interdependency is that when the state 
is forced to make significant spending reductions, the likelihood is that prop­
erty taxes in one way or another will be affected. This relationship is illus­
trated in Table 23. Of the $331.3 million reduction realized in the General 
Fund in fiscal year 1983, $322 million or 97 percent resulted from actions 
affecting programs that influence property tax levels or burdens. We estimate 
that as a result of state spending cuts in these programs, property taxes in­
creased automatically by $101 million and could have increased by an additional 
$161 million. In other words, of the $322 million cut from the state's General 
Fund, 81 percent translated into actual or potential property tax increases. 

TABLE 23 

STATE GENERAL FUND 

DIRECT IMPACT OF SPENDING CUTS ON PROPERTY TAXES 
FISCAL YEAR 1983 
(000 1 s Omitted) 

Automatic Potential No 
Increase Increase Impact 

Intergovernmental Transfers $ 69,310 $160,678 $60,049 
Direct Property Tax Relief 32,000 

Total $101,310 $160,678 $60,049 

Percentage Cut 31% 50% 19% 

Total 

$290,037 
32,000 

$322,037 

100% 

Source: Office of the Legislative Auditor, staff computations based on data 
from Appendix Table IV. 

II.C.5. Subsidies to Individuals 

Table 24 indicates that the1predominant component of subsidies paid to 
individuals is for welfare programs. State paid welfare benefit expenditures 
have increased by 55 percent between fiscal years 1980 and 1983. As a percent 
of total General Fund expenditures, Table 25 shows that welfare benefits have 
increased from 8.5 Percent in fiscal year 1980 to 11.4 percent in fiscal year 
1983. The largest program consists of Medical Assistance benefits which ac­
counted for nearly 8 percent of the General Fund in fiscal year 1983, a relative 
increase of nearly 3 percentage points since fiscal year 1980. 

1with the exception of Medical Assistance, General Assistance Medical 
Care (GAMC), and Catastrophic Health Expense Protection Program (CHEPP), state 
welfare monies are remitted to the counties who are responsible for paying indi­
viduals. However, we do not believe such programs are viewed as local programs 
because of the many federal and state mandates which govern them. Hence, the 
state's share of financing is treated as subsidy payments to individuals, rather 
than Intergovernmental Transfer Payments. 

33 



ErPENDITURE TVPE 

TABLE 24 

STATE GENERAL FUND 
SUBSIDIES TO INDIVIDUALS BY PROGRAM 

FISCAL YEARS 1980 TO 1983 
(OOO's OMITTED) 

PERCENT PERCENT 
CHANGE CHANGE 

FY1980 FYJ981 80 - 81 FY19B2 81 - 82 

PERCEHT PERCENT 
CHANGE CHAHGE 

FY1983 82 - 83 80 - 83 

--------------------------- -------- ------ ------------- ------- ----------WELFARE BENEFITS: 
tiEDICAL ASSISTANCE S184. 965 $221,274 19.6% S282,151 27.51 $312,369 10.71 68.9% 
6.A.tt.C; $36,970 $46,908 26,jl s:n, 767 -19.51 S33,Bn -10.51 -8.51 
A.F.D.C. $49,770 $71,633 43.91 $81,172 13.:n $78,557 -3.21 57,BI 
GENERAL ASSISTANCE SS,835 $17,882 102.n $13,6(19 -23.91 $14,971 10.01 69,51 
11,S,A. $6,066 SB,508 41. 7l SJ0,366 21.81 Sll ,664 6.7% 84.2% 
CATASTROPHIC HLTH EXPENSE $3,808 S!l,914 212.9% so -100.0I NIA NIA NIA ------- ------ ------- ---

SUBTOTAL: WELFARE BENEFITS $290,354 $378,119 30.21 $425,065 12.4? 9-450,774 6.01 55.21 -------- ------ -------- ------
HISHER·EDUCATION BENEFITS: 

STUDENT AIDS: 
SCHOLARSHIPS~ GRANTS $16,942 $24,981 47.SX $24,733 -1.0t $22,836 -7.71 34.81 
AVTJ TUITION SUBSIDY Sl,735 U,329 -23.4X Sl,085 -18.4% $1,273 17.31 -26.61 
STUDENT WORK-STUDY $2,502 S3,4i6 38.9% $2,594 -25.41 S2, 751 6.1% JO,Ol 
PRIVATE COLLEGE AID H,630 H,670 0.9I $3,417 -26.BI S3,(17t, -10.0l -l3.6l 
INTER. TUTJON RECPTY. SI0,189 S4,992 -51.0t $6,746 35.11 $5,284 -21. 7t -48. 1I ------- ---- ---- -----

SUBTOTAL: STUDENT AIDS $35,998 $39,448 ~.6% $38,575 -2,2I $35,220 -8.71 -2.21 -------- ---- ---- ----
OTHER BENEFLT PROGRAMS: 

WEATHER. 1 HEATING $3,952 SJ0,452 164.51 $9,720 -7.01 $(1 -100.0,: -100.01 
LONG-TERN SHELT, WORKSHOPS S4,891 $5,802 18.61 $6,355 9.51 S61 b49 4.61 35.9% 
STATE YOUTH PROGRAM $4,499 $2,503 · -44.4% S2,909 16.21 $368 -67.31 -91 .BI 
ECONONIC OPPORTUNITY Sl,037 Sl, 211 16.8% U,181 -2.51 Sl,124 -4.8% B.41 
VOCATIONAL REHABILITATION 2.,/ '412 Sl,526 270.4% $3,847 152.11 ~4,394 14.21 966.51 
KAYO NEDICAL SCHOOL SJ,305 U,277 -2.tx Sl,368 7.1% $1,297 -5.21 -0.61 ------- --------- ------- -----

SUBTOTAL: OTHER BENEFITS $16,096 S22,77J 41.5X $25,380 11.51 $13,832 -45.51 -14.ll 
-------- -------- --------- --------

TOTAL SUBSIDIES TO INDIVIDUALS S342,448 $440,338 28.6% S489,02(J 11.11 $4199, 826 2.21 46.0l 
====== ======== ====== ========= ::.a=::--: ======= =====-=== ===--= 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports 
and annual financial statement. Also, see Technical Note in Appendix. 

See Note f to Table 14 for explanation of this increase. 
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TABLE 25 

STATE GENERAL FUND 

SUBSIDIES TO INDIVIDUALS AS A PERCENTAGE 
OF TOTAL GENERAL FUND EXPENDITURES: 

FISCAL YEARS 1980 TO 1983 

FY 1980 FY 1981 
TOTAL GENERAL FUND 

{000 1000's}Omitted} $3 2401 $3!690 

Welfare Benefits 8.5% 10.2% 
Medical Assistance 5.4 6.0 
Other 3.1 4.2 

Higher Education and Other Benefits 1.6% 1. 7% 

TOTAL SUBSIDIES TO INDIVIDUALS 10.1%' 11.9% 

FY 1982 
Shift 

Adjusted 

$4
2
ll~a) 

10.4% 
6.8 
3.6 

1.5% 

11. 9% 

Source: Office of the Legislative Auditor, staff computations based 
from Table 24. 

FY 1983 
Shift 

Adjusted 

$329~) 

11.4% 
7.9 
3.5 

1.2% 

12.6% 

on data 

(a)Since there were no spending shifts among these benefit programs, 
only the total General Fund expenditure amount was adjusted to reflect shifts. 

This increase, however, is not all due to growth in the basic cost of 
welfare benefits. Most welfare programs are financed jointly by state, federal, 
and county governments. Minnesota 1 aws have been revised in the last severa 1 

years to increase the state's share for welfare benefits while correspondingly 
reducing the counties' share. This serves as yet another method by which the 
state provides financial aid to its local units of gover;nment. Changes in 
federal policy have also affected the financing share required by the state in 
the Medical Assistance program. 

Table 26 estimates the increase in state paid welfare benefit expen­
ditures for those programs affected by ratio adjustments imp 1 emented by the 
state and/or federal governments. In fiscal year 1980, for example, the state 
paid 60 percent of the cost of the Minnesota Supplemental Aid program (MSA) and 
counties paid 40 percent. State law changed this ratio for fiscal years 1982 
and 1983 such that the state paid 85 percent, while the counties' share was 
reduced to 15 percent. By looking at only total expenditures for this program, 
it could be concluded that the cost of the MSA program increased by 84 percent 
between fiscal years 1980 and 1983. However, if an adjustment is made for the 
change in the state/local financing ratio, MSA program costs only increased by 
approximately 30 percent during the period. 

The analysis in Table 26 shows that welfare benefits actually grew in 
cost by an estimated 39.3 percent between fiscal years 1980 and 1983, while 
changes made to the state's financing rate cost an additional 16 percent. Much 
of the increase in welfare benefit expenditures is attributable to the 59 
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percent adjusted increase in Medical Assistance payments. 1 During this three­
year period, Medical Assistance expenditures due to program factors increased by 
$108 million, accounting for 68 percent of the total increase in state paid 
welfare benefit expenditures. Eligibility requirements were tightened for other 
programs such as AFDC and General Assistance and the Catastrophic Health Expense 
Protection Program was phased out. This served to moderate or even eliminate 
the cost for these programs. 

TABLE 26 

STATE GENERAL FUND 
WELFARE PROGRAMS FOR WHICH THE STATE FINANCING RATIO CHA~g5D 

ESTIMATE OF PROGRAM COST: FISCAL YEARS 1980 - 1983 

ESTINATED INCREASE DUE TO: 
PERCENT INCREASE 
FV19GO - FY1983 

HIGHER STATE LOWER FEDERAL TOTAL FINANCE OTHER TOTAL ADJUSTEO(b) 
BEN!F IT PR06RAN 

TOTAL 
INCREASE 

FVl980 ~ 83 FINANCE RATIO FINANCE RATIO RATIO CHANGE PROGRAN FACTORS PERCENT PERCENT 

A.F.D.C. $28,787 $17,861 $2,153 $20,014 ,a, 773 57.8X 17.iit 
6ENERAL ASSISTANCE $6,136 $3,992 NIA $3,992 $2,144 69.SX 24.31 
N,S,A, $5,058 $3,254 NIA $3,254 $1,804 84.2% 30.01 
NEDICAL ASSISTANCE $127,404 N/A $19,075 $19,075 $108,329 68.'iX 58.6% 

------------- ------------- ------------- ------------- --------------
SUBTOTAL 5167,385 $25,107 $21,228 $46,335 tl21,050 67.U 48.5I 

ALL OTHER ($6,%51 NIA N/A NIA <56,965i -17.U -17,IX 
------------- ------------- ------------- ------------- --------------

TOTAL 5160,420 $25,107 t2l,228 '46,335 5114, 085 55.2% 39.3% 
aa:::zu::::::az ::a:::aaa:::: ::::::::::::.~; ·= :::.a::a::a==== :;:;:::a:a::::.:: ======= ======= 

SOURCE:. OFFICE OF LEGISLATIVE AUDITOR STAFF CONPUTATIONS 

al THESE EST!NATES WERE BASED ON THE WEl6HTED AVERAGE OF THE STATE'S FINANCING PERCENTAGE FOR EACH FISCAL VEAR. 
TH£ WEI6THED AVERAGES OF TH£ STATE'S SHARE ARE LISTED BELOW: 

PROGRAN 1980 1981 1982 1983 

A.F.D.C. 28.89% 34.381 lB,501 38.77'1. 
GENERAL ASSISTANCE 55.00'1. 67.50% 75.00!' 75.00I 
N.S.A. 60.00% 77.50% 85.00X 85.00'1. 
NEDICAL ASSISTANCE 39.92% 39,921 40.77% 42.52% 

11 THE FEDERAL GOVERNNENT ASSUNES APPROXINATELV 551 OF THE COST OF A.F.o.c. WITH TffE STATE ANO COUNTIES DIV(DING 
THE RENAININ6 45% AS SPECIFIED BY STATE LAW, 

21 THE COUNTIES ASSUNE THE RfHAlNING COST OF THESE TWO PROGRANS. 
3) THE HIGHER STATE RATIO rs BECAUSE THE FEDERAL 60VERNNENT INPOSED A 3t REINBURSENENT REDUCTION ON THE STATE AS 

NANDATED BV THE ONINIBUS BUDGET RECONCILIATION ACT OF 1981 (PUBLIC LAN 97-35,SECTION 21611. 

bl THE ADJUSTED RATE ASSUHES THAT THE FEDERAL,STATE AND LOCAL SHARES WOULD HAVE RENAINED UNCHANGED BETWEEN 1980 AND 1983. 

1The expenditures for Medical Assistance represent the net cost to the 
state for this program. Gross expenditures have been reduced by counties 1 

reimbursement for their share, amounts recovered from insurers and others, and 
amounts pa i ct to state hospitals (because this in turn is deposited into the 
General Fund). Thus, these numbers differ significantly from those presented in 
budget reports. 
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In 1982, the Legislature also enacted some minor budget reductions for 
several benefit programs. Appendix Table IV shows that as a result of these 
legislative policies, benefit programs experienced a reduction of approximately 
$8 million in fiscal year 1983, which represented about 2 percent of the total 
reductions made to the General Fund. The most significant action affected 
Medical Assistance which was trimmed by $5.5 million as a result of a 4 percent 
reduction made in vendor payments. 

II.C.6. Debt Service 

Table 27 shows the Debt Service payments for fiscal years 1980 to 
1983. Total payments increased by 120 percent during this period, primarily due 
to the need for short-term borrowing beginning in fiscal year 1981. The short­
term borrowing was particularly significant in fiscal year 1983. During most of 
the year the state had $850 million of short-term certificates of indebtedness 
outstanding. Debt service cost for the certificates in fiscal year 1983 was 
approximately $84 million, an increase of over $50 million from fiscal year 
1982. 

Type of 
Debt.Service 

General - Obligatlg~ 
Bond Repayments: 

Principal 
Interest 

Less: Amount 
Accumulated in 
Debt Service Fund 

Subtotal 

Short-Ter~b) 
Interest 

TOTAL DEBT SERVICE 

TABLE 27 

STATE GENERAL FUND 

DEBT SERVICE 
FISCAL YEARS 1980 TO 1983 

(000 1 s Omitted) 

FY 1980 FY 1981 

$54,938 $61,493 
35,835 42,451 

(2,600) (15,879) 

$88,173 $88,065 

-o- 5,931 

$88.173 $93 1996 

Percent 
Change 
80-81 

11.9% 
18.5 

510. 7 

- 0.1% 

6.6% 
--

FY 1982 

$ 67,652 
55,687 

(19,596) 

$103,743 

31,559 

$135.302 

Percent 
Change 
81-82 

10.0% 
31. 2 

23.4 --
17,8% 

432.1 

43.9% ----

FY 1983 

,$ 68,051 
62,124 

(19,924) 

$110,251 

83,752 

$1941003 

Percent 
Change 
82-83 

0.6% 
11.6 

1.7 

6.3% 

165.4 

43.4% 

Percent 
Change 
80-83 

23.9% 
73.4 

666.3 

25.0% 

120.0% 
--

Source: Office of the legislative Auditor, staff computations from SWA reports and annual 
financial statements. Also, see Technical Note in Appendix. 

(a)Technically, these amounts are transferred to the Debt Service Fund for repay­
ment. 

(b)Only short-term interest is accounted for as an expenditure. The certificates 
are not treated as either revenues or expenditures, because they must be repaid in the same 
biennium. 
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Required transfers to the Debt Service Fund for general obligation 
bond debt service costs increased 25 percent from fiscal year 1980 to 1983. 
There has not been a significant increase in the amount of outstanding bonds to 
be repaid from the General Fund during this time. Amounts outstanding were 
$754 million at June 30, 1980 and $835 million at June 30, 1983, a 10.7 percent 
increase. There actually was a $6 mi 11 ion decrease in outstanding bonds from 
June 30, 1982 to 1983. This resulted because of a fairly limited amount of bond 
sales ($60 million) during fiscal year 1983, in part due to high interest rates. 
In comparison, $169 million in general obligation bonds repayable from the 
General Fund were issued in two bond sales during fiscal year 1984. The in­
crease in outstanding debt, as well as the timing of bond sales and debt repay­
ment schedules, has resulted in a 24 percent increase in required transfers for 
principal payments. 

Required transfers for interest costs have risen dramatically during 
this time period, from $36 million in fiscal year 1980 to $62 million in fiscal 
year 1983, an increase of 73 percent. This is due to higher interest rates on 
recent bond sales replacing the older bonds, issued at much lower rates, which 
have matured. Some of the increased cost can also be attributed to the reduc­
tion in the state's credit rating in recent years. 

The required transfers to the Debt ·service Fund are reduced by any 
investment income which is earned by the fund. Constitutional provisions re­
quire the General Fund to transfer the ensuing fiscal year's debt service 
amounts to the Debt Service Fund on the preceding November 1. These advance 
deposits, which were first made during fiscal year 1980, allow the fund to earn 
additional income which reduces the amount which must be transferred in future 
fiscal years. 

In summary, debt service costs to the General Fund have increased by 
120 percent since 1980. This is due primarily to the need for short-term bor­
rowing because of budgetary and cash flow problems. Solutions to these prob­
lems, which hopefully also would result in a restoration of the state's high 
credit rating, should help to decrease the significant growth in debt service 
costs. 

II.C.7. Other Transfers 

In addition to the long-term debt amounts transferred to the Debt 
Service Fund, the General Fund transfers various amounts to other state funds 
for expenditure. The major interfund transfers are identified in Table 28. 

Transfer amounts vary significantly from year to year in part because 
of the methods for distributing monies to the Housing Finance Agency and the 
various retirement funds. The amounts transferred in fiscal year 1980 were for 
the entire biennium, so little additional funding was received in fiscal year 
1981. This process was changed for the retirement funds in the 1982-83 bien­
nium, when only annual transfers were made. The large increase in General Fund 
transfers to the retirement funds in fiscal year 1983 was due to a one:--time 
transfer of $7. 5 mil 1 ion to reimburse the funds for 1 ost income and increased 
refunds as a result of a reduction in employer contributions during the year. 

Transfets to the Iron Range Resources and Rehabilitation Board and the 
Northeast Minnesota Economic Protection Fund have decreased by 27 percent and 
71 percent, respectively, during the four-year period with the largest decrease 
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coming in fiscal year 1983. These payments are based upon taconite tax collec­
tions, which a 1 so have decreased significantly during the period because of 
cutbacks in the industry. In addition, mining tax refunds, which reduce reve­
nue, increased in fiscal year 1983 as a result of the settlement of various 
lawsuits brought against the state. 

TABLE 28 

STATE GENERAL FUND 

INTERFUND TRANSFERS 
FISCAL YEARS 1980 TO 1983 

(000 1 s Omitted) 

Percent Percen'I:. Percent Percent 
Change Change Change Change 

Tlee of Transfer FY 1980 FY 1981 80-81 FY 1982 81-82 FY 1983 82-83 80-83 
General Fund to 
Other Funds: 

Housing Finance 
Agency $45,010 $1,640 - 96.4% $19,087 1063.8% $ -o- -100. 0% -100. 0% 

Iron Range Re-
sources and Rehab-
ilitation Board 20,843 19,424 - 6.4 22,936 18.1 15,195 - 33.8 - 27.1 

Northeast Minne-
sota Economic 
Protection Fund 8,964 9,358 4.4 8,846 5.5 2,603 - 70.6 - 71. 0 

Retirement Funds 11,241 -o- -100.0 5,494 NIA 13,054 137.6 16.1 

Other Funds 5,930 7,766 - 31. 0 4,854 - 37.5 6,967 43.5 17.5 

TOTAL 
FUND TRANSFERS $91,988 $38,188 - 58.5% $61,217 60.3% $37,819 - 38.2% - 58. 9% 

Source: Office of the Legislative Auditor staff computations from SWA reports and annual 
financial statements. Also, see Technical Note in Appendix. 

II.D. GENERAL FUND CASH FLOW 

In recent years, the Genera 1 Fund has experienced serious cash fl ow 
prob 1 ems because of the uneven timing of revenue co 11 ect ions and expenditure 
payments. The upswing in the economy, as we 11 as various actions taken by the 
Legislature, have improved the cash flow picture for fiscal year 1984. The 
amount of short-term borrowing necessary has decreased and the state was not 
forced to defer payments, as had been necessary in prior years. 

During most of fiscal year 1983, the state had a total of $850 million 
in short-term certificates of indebtedness outstanding. The certificates issued 
included: 
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• $400 million issued May 4, 1982 which were repaid June 1, 1983. 

• $450 million issued July 1, 1982 which were repaid June 30,. 1983. 

Interest paid on the certificates during fiscal year 1983 totaled $83.8 million. 
This was a $50 million increase in short-term borrowing costs over fiscal year 
1982. 

In fiscal year 1984 the state engaged in a new form of short-term 
borrowing. On July 20, 1983, the Governor, after securing the recommendation of 
the Legislative Advisory Commission (LAC), authorized the Commissioner of Fi­
nance to issue general obligation certificates of indebtedness in an aggregate 
principal amount not to exceed $500 million, composed of the following: 

• fixed term certificates of indebtedness maturing within one year of 
their date of issue, in a principal amount not exceeding $200 million; 

short-term certificates of indebtedness (Commercial Paper Certi fi­
cates), maturing within 270 days of their date of issue; and 

fixed term certificates of indebtedness (Revolving Credit Certif­
icates) maturing on the last day of'the twelfth month after date of 
delivery but not later than June 30, 1985. 

On August 1, 1983, the state sold $200 million of general obligation 
certificates of indebtedness which will mature on July 31, 1984. On July 21, 
1983 the state entered into a Dealer Agreement, an Issuing and Paying Agent · 
Agreement, and a Revolving Credit Agreement relating to the issuance of the 
Commercial Paper Certificates and the Revolving Credit Certificates. Also on 
July 21, 1983, the state received $30 million in advances against the Revolving 
Credit Agreement. The advances are due for repayment on July 31, 1984. On 
August 15, 1983, the state began issuing short-term Commercial Paper Certifi­
cates which mature periodically through the year. From September 2, 1983 
through January 31, 1984, the end of our period of review, the total Commercial 
Paper Certificates outstanding was $270 million. 

Exhibit II shows the cash flow problems of the General Fund during the 
period from June 30, 1982 through Janury 31, 1984. Line A represents the total 
cash in the State Treasury measured at the middle and end of each month. The 
total includes both the pooled cash of certain dedicated funds which is avail­
able for General Fund use to cover cash deficiencies in accordance with Minn. 
Stat. Section lGA.671, Subd. 2(c) and the remaining cash, as identified by the 
shaded area, which is restricted and unavailable for General Fund use. It also 
includes the cash which was impounded and separately invested in the General 
Fund during the period from February 14 to June 30, 1983 as security for the 
repayment of the certificates of indebtedness maturing in June 1983. tine B 
shows the actual cash and investment balance in the General Fund during the time 
period. Line C shows what the General Fund cash deficiency would have been if 
the state had not issued Certificates of Indebtedness or borrowed from the 
pooled cash of dedicated funds. 

The low point in General Fund cash flow normally occurs in November 
each year. The negative cash position of the General Fund (excluding the pooled 
cash of dedicated funds) exceeded $800 mi 11 ion in November 1982. However, by 
November 1983 this had improved to a negative $300 million. Current Department 
of Finance estimates show cash flow continuing to improve in fiscal year 1985. 
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However, act ions taken during the 1984 Legi s 1 at i ve Session wil 1 most likely 
affect the General Fund's cash position and the amount of any future require­
ments for short-term borrowing. 

The high point of the General Fund cash position normally occurs in 
June each year. As can be seen from Exhibit II, no short-term borrowing was 
necessary during June 1983. However, this can be somewhat misleading because of 
the various shifts in expenditures from fiscal year 1983 to 1984. Payments 
which normally would have been made prior to June 30, 1983 were shifted to the 
beginning months of fiscal year 1984. For example, the change in the payment 
schedule for school aids and property tax relief for schools from 90 percent 
current year/10 percent subsequent year to 85 percent current year/15 percent 
subsequent year, shifted payments totaling an estimated $77 million to after 
June 30. In addition, the change in payment dates for the renters credit and 
senior and disabled credit shifted an additional $153 million. This change 
resulted in a higher cash balance at the end of the fiscal year than would have 
been realized if payments were made as originally scheduled. However, the low 
point in the pursuing November would not be affected because the rescheduled 
payments are required to be made between August and October. This policy change 
does not, by itself, diminish the state's cash flow problem. 

Another area which has an effect on the cash position of the state is 
the plan to establish a budgetary reserve in the General Fund. In addition to 
balancing the budget, an appropriated reserve should provide additional cash 
which is not needed for expenditure. The availability of this additional cash 
during the first one-half of a fiscal year, when there are many large expendi­
tures, should reduce or ~liminate the need for short-term borrowing. 

!I.E. COMMITMENTS AND POTENTIAL LIABILITIES: THE DEMANDS ON FUTURE RESOURCES 

In planning for the use of future resources the Legislature must first 
consider known commitments and certain potential liabilities which will be 
funded from these resources. There were certain obligations or commitments 
which existed at June 30, 1983 but were to be funded from future resources. 
They resulted in part from normal long-term commitments funded over several 
years, such as repayments on general obligation bonds, as well as payment shifts 
and other budgetary decisions, wi ch use future resources to pay prior ob l i ga­
t ions. Table 29 shows an estimate of the known commitments or obligations for 
major programs as of June 30, 1983 which were payable from fiscal year 1984 
resources. Based upon estimated fiscal year 1984 revenue of approximately $4.8 
billion, Table 29 shows that approximately $760 million or 16 percent of these 
resources were committed as of June 30, 1983. 

In addition to the known commitments, there are various contingent 
liabilities, which may place a potential drain on future General Fund resources. 
Such potential contingent liabilities may result from litigation. The state, at 
any time, may be involved in various lawsuits which, if settled adversely to the 
state, could have a detrimental effect on the financial condition of individual 
funds. In recent years, there have been various lawsuits, primarily relating to 
mining taxes which, if lost, could have resulted in significant General Fund 
budget problems. Certain lawsuits, which have resulted in additional liabil­
ities or loss of revenue to the state, are: 

1 During the last year, the state's position was upheld by the Minnesota 
Supreme Court in certain Taxonite Occupation Tax cases. The U.S. 
Supreme Court has declined to hear the mining companies' appeal. Even 
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with the favorable settlement, the state incurred a liability for 
refunds relating to certain uncontested issues raised in the cases. 
At June 30, 1983, approximately $25 million was recognized in the 
General Long-Term Obligation Account Group for refunds payable in 
future years. Procedures have been implemented to offset the liabil­
ity against future occupation and sales tax owed by the mining com­
panies. 

TABLE 29 

STATE GENERAL FUND 

PRIOR OBLIGATIONS PAVABLE FROM FISCAL YEAR 1984 RESOURCES 
(000,000 1 s Omitted) 

Transfer to Debt Service Fund for general obligation bonds 

Education aids and other grant final payments for fiscal year 
1983 services 

One-half of calendar year 1983 Local Government Aid 
(estimated) (a) 

One-half of calendar year 1983 Homestead Credit 
(estimated) (a) 

One-half of calendar year 1983 Agricultural Credit 
(estimated) (a) 

Refunds payable resulting from litigation (estimated) 

TOTAL 

$105 

175 

135 

270 

50 

25 

$760 

Source: Office of the Legislative Auditor, staff computations from SWA reports. 

(a)These programs are intended to provide financing to local govern­
ments on a calendar year basis. However, no payments are made until after the 
start of the new state fiscal year on July 1. Thus, we estimate that one-half 
of these payments are associated with obligations from the first half of the 
calendar year which is during the preceding state fiscal year. 

• There have been various lawsuits relating to the taconite production 
tax which, if settled adversely to the state, could have resulted in 
refunds to the mining companies of severa 1 hundred mil 1 ion do 11 ars. 
Any state liability would have been reduced if the state arranged for 
local governments, to whom the majority of these taxes were distrib­
uted, to bear some of the liability. The legal actions began in the 
Minnesota Tax Court and, in part, were argued as far as the Minnesota 
Supreme Court. In April 1984, the mining companies and the Department 
of Revenue, on beha 1 f of the state, entered into an Agreement of 
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Settlement relating to the production tax issues. The agreement 
provided that if certain tax incentives were enacted into law by the 
Legislature (which was done by Laws 1984, Chapter 502), the mining 
companies would discontinue any further appeals currently pending 
regarding their respective production tax liabilities for taxable 
years 1982 and prior. The agreement a 1 so provided that the mining 
companies were entitled to credits for overpayment of taxes for the 
years 1977 through 1983 in the total amount of $17,856,904, which was 
the estimated liability as a result of the Minnesota Supreme Court 
decision in one of the cases. The credits are to be made in five 
equal annual installments beginning with taxes payable in 1985. They 
will bear interest, at the applicable statutory rate, from the date of 
overpayment to the date of application. The 1984 legislation provided 
that these refunds will be credited against the distributions to the 
funds and accounts which received excessive distributions as a result 
of the improper computation of the tax in prior years. As a result of 
these actions, the production tax lawsuits wil 1 eventually be dis­
missed provided the state adheres to the tax law changes enacted by 
the 1984 Legislature. 

• The state General Fund had to pay approximately $15 mi 11 ion in tax 
refunds during f i seal year 1983 as the result of 1 os i ng a 1 awsui t 
brought by a newspaper company, which challenged the constitutionality 
of the use tax imposed on ink and paper products utilized in producing 
a newspaper. 

We believe it is important that all lawsuits be carefully monitored. 
Losses, or even partial losses, could result in significant liabilities for the 
state. The current and long-term financial impact of any adverse decision must 
be carefully considered in the budget process. 

11.F. BUDGETARY ACCOUNTING BASIS 

.Minn. Stat. Section 16A.10 requires the Commissioner of Finance to 
prepare a biennial budget for all state departments and agencies, subject to the 
approval of the Governor. Minn. Stat. Section 16A.50 requires the commissioner 
to prepare a financial report covering the operations of all state funds during 
the preceding fi sea 1 year. There are no specific requirements as to the ac­
counting basis to be used in the preparation of the biennial budget. However, 
the annual financial report is to be prepared in conformity with generally 
accepted accounting principles (GAAP). 

The basic financial statements for the General Fund included in the 
annual financial report are prepared using the modified accrual basis of ac­
counting, as required by generally accepted accounting principles. Revenues are 
recognized in the accounting period in which they become available and measur­
able and expenditures are recognized in the accounting period in which the fund, 
or current liability is recognized. The budgetary statements have not been 
prepared using a consistent basis of accounting. In some cases, revenues and 
expenditures are budgeted for on the modified accrua 1 basis, while in other 
instances the cash basis of accounting is used. As a result, the General Fund 
revenues, expenditures, and available fund balance reported in the basic finan­
cial statements differ from the amounts shown in the budgetary statements. 
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Table 30 shows a reconciliation of the June 30, 1983 General Fund un­
designated fund balance as reported for budgetary and financial reporting pur­
poses. As can be seen from the analysis, at June 30, 1983 there was a $78 mil 
lion difference in fund balance between the two sets of statements. This dif­
ference increased by approximately $25 million over June 30, 1982 due primarily 
to the effect of recognizing deferred tax credits for the first time in the 
basic financial statements and the one-time shift of community social service 
act payments from fiscal year 1983 to 1984 on the budgetary statements. The 
other adjustment amounts have remained fairly stable. 

The largest individual component of the fund balance difference is the 
accrual for Medical Assistance benefit payments ($38 million). For the budget­
ary system, the program is reparted basically on a cash basis. All payments 
processed through June 30 of a given fiscal year are recorded as expenditures of 
that year. All payments made after June 30 are recorded as expenditures of the 
next fiscal year, irrespective of the time period during which the services were 
provided. We believe this method of recording expenditure$ do~s not give a true 
picture of the obligations incurred for the program, and is subject to manipula­
tion in that invoices may be held at the end of the fiscal year and not paid 
until after June 30 in an attempt to reduce the current year expenditures and 
inflate the available fund balance. Even without manipulation, it is not pos­
sible to receive and process all claims by June 30. Although Medical Assistance 
is reported basically on the cash basis, there are other grant and aid programs 
such as teachers retirement and social security contributions which are reported 
on the modified accrual basis for budgetary purposes. 

In order to provide meaningful information and to allow for valid 
comparisons among programs and between fiscal years, we believe a consistent 
basis for measuring revenues and expenditures should be used for budgetary re­
porting. The modified accrual basis required by generally accepted accounting 
principles would satisfy this need and would prevent distortions and manipula­
tions of accounting data based on the timing of cash flow. However, there may 
be certain disadvantages to unilaterally adopting generally accepted accounting 
principles as the basis for budgetary accounting. Potentially, it could dimin­
ish the 1 egi slat i ve prerogative to determine which resources wi 11 be used to 
fund program costs. There may be cases where the Legislature will make a con­
scious decision that certain costs will be funded from future rather than cur­
rent resources. Such departures should be carefully considered and enacted in a 
manner which clearly indicates the intended impact on fund balance. 

In summary, there does not appear to be a systematic methodology used 
to 'determine the accounting basis for certain areas of the budgetary process. 
We be 1 i eve that the i neons i stenci es in the current budgetary measurement pro­
cedures provide incomplete information on the state's financial condition. We 
believe the Legislature should establish a well defined and uniform policy for 
measuring revenues and expenditures, such as generally accepted accounting 
principles. Any such change should be completed so that the Legislature retains 
control over key funding decisions. 
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TABLE 30 

THE GAAP GAP 
State General Fund 

Analysis of Differences Between the Budgetary and GAAP Fund Balances 
June 30, 1983 

FUND BALANCE - BUDGETARY BASIS 

Differences in Revenue Recognition: 

Revenue Accruals - Revenue earned but not collected as 
of June 30. Collection reasonably assured as of 
September close of books. Budgeta.ry basis records as 
fiscal year 1984 revenue. 

(1) Taxes receivable 
- tax return filed with remittance due or tax­

payer liability assessed by Department of 
Revenue 

(2) Welfare receivables 
- amounts outstanding for state hospital and 

nursing home cost of care billings and 
medical assistance reimbursements 

Subtotal 
Deferred Revenue - Receipts collected prior to June 30 
but revenue not earned during fiscal year 1983. 
Budgetary basis records as fiscal year 1983 revenue. 

(1) Insurance gross premium tax 
- receipts collected in June for July and 

August tax liability 
(2) Deferred tax credits 

- tax overpayments which were not refunded but 
will be applied against subsequent year tax 
1 iabil ity 

- insurance gross premium tax 
- individual, corporate, bank excise tax 

Subtotal 
Miscellaneous Revenue Adjustments 

Total Revenue Differences 

$10,337,521 

7>697,611 

$(10,201,754) 

(4,809,906) 
(8,601,427) 

$18,035,132 

$(23,613,087) 
(967,137) 

$ (6,545,092) 

$45,755,371 



TABLE 30 (con't) 
Differences in Expenditure Recognition: 

Expenditure Accruals - Liability incurred prior to 
June 30 but payment made after. Budgetary basis 
records as fiscal year 1984 expenditures. 

(1) Medical assistance 
- payments for service provided prior to June 30 

(2) Police and fire aid 
- payments to counties and municipalities based 

upon specific revenue collected in fiscal year 
1983 

(3) Community social service act 
- reimbursement to counties for costs incurred 

in April, May, June 
(4) Retirement fund contributions 

- amount due for Judges and Legislators' plans 
(5) Workers' and unemployment compensation 

- amounts due for claims paid prior to June 30 
(6) Other 

Subtotal 
Invalid Encumbrances - Expenditures recognized for 
budgetary purposes based upon encumbrance balance; 
subsequently determined that encumbrances did not 
represent actual commitments 

Total Expenditure Differences 
Other Differences: 

(1) Legislators and Constitutional Officers accumu­
lated retirement contributions which are recorded 
as a liability at June 30 on the GAAP basis 

(2) Miscellaneous net transfers from or to other funds 
(the majority of which are not recurring but were 
necessary for proper reporting at June 30, 1983) 

Total Other Differences 

Total Effect of Differences on Fund Balances 

FUND BALANCE - GAAP BASIS 

$(38,299,215) 

(22,013,017) 

(13,375,915) 

(815,267) 

(285,372) 

(37,537) 

$ (2,178,840) 

(244,475) 

$(74,826,323) 

$ 5,767,574 

$(69,058,749) 

$ (2,423,315) 

$(78,027 ,156) 

$(32,271,785) 

Source: Office of the Legislative Auditor staff computations from SWA reports and annual financial statements. 





SECTION III 

STATE EXPENDITURES OF FEDERAL GRANTS-IN-AID 
FISCAL YEARS 1981 - 1983 

In fiscal year 1981, state expenditures of federal funds totaled 
$1.4 billion and represented over 23 percent of total state spending. Over the 
following two years federal grant expenditures ebbed and flowed, declining by 
4 percent in fiscal year 1982 and then increasing by 5.5 percent in fiscal year 
1983. In fiscal year 1983 fedaral grant expenditures once again amounted to 
$1.4 billion, but accounted for only 21 percent of total state spending. 

As shown in Table 31, $784 million or approximately 57 percent of all 
federal grant expenditures in fiscal year 1983 were for the purpose of providng 
financial assistance to individuals, with over 72 percent of these expenditures 
funding Medical Assistance and AFDC programs. Federal aids that were received 
by the state but passed through to local units of government, amounted to 
$255 million in fiscal year 1983 or 19 percent of all federal grant expendi­
tures. The most significant of these aids were funds sent to school districts 
totaling $121 million used primarily for financing educational programs for the 
disadvantaged and for the schoo 1 1 unch program. County governments a 1 so re­
ceived nearly $120 million in fiscal year 1983, primarily for the delivery and 
administrative support of various social service programs and for road and 
bridge construction or repair. Finally, $282 million or approximately 21 per­
cent of all federal grant expenditures was used to finance general government 
operations. Of these expenditures, $173 million was used for highway construc­
tion and $83 million for employee salaries (also see Table 32). 
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TABLE 31 

FEDERAL FUND 
EXPENDITURE BY MAJOR CATEGORIES 

FISCAL YEARS 1981-83 
(OOO's OMITTED) 

PERCEtlT PERCENT PERCENT 
FY1981 FY19B2 CHANGE FY1983 CHAH6£ CHANGE 

EXPENDITURE CATEGORY EXPENDITURE EXPENDITURE 81 - 82 EXPENDITURE 82 - B3 Bl - 83 ------------------- --- ----- ----- -- ---
STATE GOVT OPERATIONS BY DEPARTIIEtlT 

CONSTITUTIONAL OFFICERS: 
GO\/Ef<NOR .$l22 $178 45.9% $186 4.51 52.51 
ATTORNEY GENERAL fl03 $148 43.71 .... -1.n: 41.71 --- ---

SUBTOTAL $225 $326 44.,X sm 1.81 47.61 
-----,-- -·-- ------ ----

JUDICIARY: 
SUPRENE COURT $542 $J64 -69.71 00 -93.91 -98.21 ---- --- ---- --

LEGISLATIVE: 
LEGISLATIVE CD""ISSIDNS us $14 -6.7X uo -28.61 -33.31 ----- ·--- ------- ---- ---- ----

CENTRAL FINANCIAL AND ADKIN: 
AONINISTRATIDII $41 f.41. O.Ol $49 19.51 19.51 
ENPLOYEE RELATIONS $109 SJ9 -82.61 $0 -100.01 -100.01 ------- ------ ------ --- -- ----

SUBTOTAL $150 $60 -60.0I $49 -18.31 -67.31 -------- ----- ------ ----- --DIRECT SERVICE DEPARTNENTS: 
ECONONIC SECURITY $60,220 $63,483 5.4% $65,236 2.81 8.31 
HEALTH SB,520 '9,805 15. ll f8,!..".IO -16.21 -3.51 
PUBLIC WELFARE f5,'i26 SS,222 -11.n $6,334 21.31 6.9% 
EDUCATION S7, 118 $1, 1337 -11. ox $6,273 -1.01 -u.,x 
POLLUTION CONTROL U,403 $4,939 12.2X $5,366 8.6X 21.n 
NJLITARY AFFAIRS $2,334 $3,288 4u.91 $4,369 32.91 87.21 
STATE UNIVERSITY BOARD U,547 $2,055 -54.Bl fl,582 -23.0X -65.2% 
STATE COtlllUNITY COLLEGE BOARD $2,738 $2,778 I.SI $2,636. -s.n -3.71 
ENER6V, PLANNING AND DEVEL, U,658 U,342 101.6% u,,a1 -40.5% 19.8% 
PUBLIC SAFETY S2, 721 $2,541, -6.U st,950 -23.4? -28.3% 
NATURAL RESOURCES $3,266 $1,756 -46.2% U,000 -43.n -69.41 
LABOR AND INDUSTRV $976 U,060 8.6% Sl,156 ,.n 18.U 
CORRECTIONS SJ ,587 $950 ·-40. 11 $629 ·33.Bl -60,41 
AGRICULTURE $8(11 $502 :.37,31 $657 30.9% -JS.OX 
HUIIAN RIGHTS s:m $410 19.21 sm -18.31 -2.61 
TRANSPORTATION $374 $264 -29.4% S23i -9.BI -36.41 
HINNESOTA ARTS BOARD $145 $126 -13. IX $157 24.6% 6.3% 
IIISCELLANEOUS BOhRDS AND COHN. $885 $433 -s1. n $149 -65.61 -83.2% 

-------- ------- ------... ----- --- -------
SUBTOTAL $J08,563 $J09,2'i6 0.7% U08,2b8 -().91 -0.3% 

-------· ____ .,.. ------- ----- ·------ -----
UNALLOCATED EXPENDITURES S2,933 $367 -87.51 $173 -52.91 -94. II 

------ ------ ------- ---- -- ----
HIGHWAY CONSTRUCTION $167,507 S!48,517 -11.31 $173,124 16.61 3.4% 

--------- ---- ___ ..,. _____ 
------ ----- ----

TOTAL: STATE GOYERNNENT OPERATIONS $279,935 $258,744 -7.61 f28J,96o 'i.01 o. 1i• 
------ ---- -------- ------ ------- -----

INTER60VERNKENTAL TRANSFER PAYNENTS: 
AID TO COUNTIES: 

SOCIAL SERVICES BLOC!: GRANT !.~ NIA '30,522 N/A $43,910 43.91 NIA 
ADNINISTRATION FEDERAL AIDS !. $82,976 147,152 -43.21 $33,016 -30.0l -60.21 
COUNTV ROADS l BRIDGES $29,752 s"34,356 IS.St '34,569 0.61 l~.2I 
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TABLE 31 (Cont'd.) 
FEDERAL FUND 

EXPENDITURE BY MAJOR CATEGORIES 
FISCAL YEARS 1981-83 

PERCENT PEl'<CENT PERCENT 
FYl9BI FY19B2 CHANGE FYJ983 CHANGE DIANSE 

EXPENDITURE CATE60RY EXPENDITURE EXPENDITURE 81 - 82 EXPENDITURE 82 - 83 lU - BS 
--------------~-~-- ·------ ----- --------- ---- --

FOOD STAIIPS 55,413 $7,143 32,0I S5,562 -22.n 2.rn 
CHILD WELFARE SERVICES a/ $21, $1,458 5507.71 $2,29(1 s1.n 8707.71 

--- ----- ---- ---- ------ ---
SUBTOTAL-AID TO COUNTIES SUS, Jo7 $120,631 2.n $119,347 -1.n 1.01 -- ---- ---

AID TO SCHOOL DISTRICTS: 
SPECJAL EDUCATION $17,963 SJ7 1942 -o.n $18,857 s.n s.ot 
VOCATIONAL EDUCATION $10,392 $9,187 -11.61 SS,053 -12.:n -22.5! 
EDUCATION OF DlSADVMITASED $37,8'!2 $34,479 -9,0I $33,135 -3.91 -12.61 
SCHOOL LUNCH $57,029 S42,6n -25.2t $43,698 2.41 -23.41 
EDUC. DEVEL,•BLOCK 6RMIT NIA N/A NIA $61 138 N/A HIA 
OTHER AIDS ~23,329 $14,112 -39.5% U0,9hi -22.n. -53.n 

----- ---- -- ---- ---- -
SUBTOTAL-AID TO SCHOOLS $146,605 $118,397 -19.2% $120,791 2.01 -H.61 ---- --- -- -- --

AID TO CITIES: 
FEDERAL AIRPOfitb/ $10,298 $3,963 -61.5! $15,332 286.9% 48.9% 

---- -- --- --- --
TOTAL: JNTER60VTAL TRANSFER PYNTS $275,07(1 $242,991 -11.n $255,470 5.n -i.n 

--- --- ---- ---- ----
SU8SJDJES TO INDIVIDUALS: 

IIEDJCAL ASSISTANCE s:m,049 $412,415 11.n _ $448,897 B.81 21.0l 
AFDC '124,275 1126, 720 2.01 $120,700 -4.Bl -2.9% 
lfEATHERIZATJDN SUB6RANTS $18,659 S51'127 -b8.2X $9,593 61.91 -48.61 
EIIERSENCY HEATI,S $63,755 $65,883 3.31 $82,463 25.:Z,: 29.31 
JOB TRAINING !. $11,838 $4,726 -6v.n $5,795 22.61 -51.0l 
WOKEN, INFANTS AND CHILDREN $14,951 $15,898 6.31 $20,714 30.31 38.Sl 
REFUGEE ASSISTANCE Sl2,534 $31,686 -2.bl $17 108' -44.21 -45.61 
ADOPTlflH ASSISTANCE NIA $3,151 N/A $5,430 72.31 HU, 

tlATERNAL AND CHILD HEALTH f.3,164 $2,754 -13.0l $1,722 -37.51 -45.61 
OTHER &RANTS $8,408 $4,141 -56.71 $4,756 14.91 -43.4% 
BASIC SUPPORT REHABILITATION£_/ $6,829 $3,093 -54.71 $1,661 -46.3% -75. 7l 

AGING GRANTS U0,539 $10,774 2.21 $10,304 -4.41 -2.21 
H0USJN6 RENT SUBSIDIES $33,702 $42,650 2b.6t $46, 3(14 8.6% 37.4'% 

STUDENT LOAN INTEREST SUBSIDIES $12,247 $15,299 24.91 $7,868 -48~61 -35.81 
------- -------- ------ ------ ------- ----

TOTAL: SUBSIDIES TO lNDlYJDUALS $711,950 $745,117 4.7l $783,896 5.21 10.n 

--·---- --- ------ ------ ---- ----
DEBT SERVICE $238 $199 -16.4% S!Bi -6.0I -21.41 

------ ------ ------ ----- ------- ----
UNALLOCATED $56,953 S54,510 -4.3% $51,225 -6.0X -HJ.U 

------ ----- ------ ----- -------- ----
TOTAL EXPENDITURES $1,324,146 st,301,561 -1.7I U,372,744 5.51 3.7% 

=========== ====== =========== ===== ====== ===-=--== 
SOURCE: Office of the Legislative Auditor staff computations from SWA reports and annual 

financial statements. Also, see Technical Note in Appendix. 

!.I The percentage change in.these programs is distorted due to program consolidation and 
reorganization. This is especially true with respect to comparing Fiscal Year 1981 
amounts to FY 1982 or 1983. 

El There are artificial fluctuations in the dollar amounts due to changes in accounting 
procedures.· 

E./ These drastic changes are caused by a structural tradeoff between certain counselor 
salaries and vocational rehabilitation benefits. See Note (f), Table 14. 
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EXPENDITURE CATEGORY 

TABLE 32 

FEDERAL FOND 
STATE GOVERNMENl' OPERAIIONS 

EXPENDITURE BY MAJOR CATEGORIES 
FISCAL YEARS 1981-83 

(OOO's OMITTED) 

PERCENT PERCENT PERCENT 
FVl981 FVJ982 CHANGE FVJ983 CHANGE CHAN&£ 

EXPENDITURE EJ.PENDITURE 81 - 82 EXPENDITURE 82 - 83 8J - 83 ------------------------------------------------------------CURRENT: 
SALARIES SBl,985 $85,567 1.9% $83,202 -2.81 -0.91 

---------- -------- ------- ------- ------ADHINlSTRATIYE EXPENDITURES: 
RENT t.4,94'1 $4,866 -1. 7l S4, 719 -:S.Cil -4.61 PROFESSIONAL TECHNICAL SERV. $3,931 S3, 714 -5.SZ $3,596 -3.2% -B.51 TRAVEL $3,249 $3,641 -6.U S2,582 ·15.tI -20.51 OTHER PURCHASED SERVICES S3,175 Sl,(175 -66.U $2,446 127.51 -23.0I COl1NUN I CA Tl OHS $2,152 $2,320 7.81 S2,J86 -5.8% J .6% CONPUTER SERVICES U,8'15 st, 748 -7.82 Sl,578 -,.n -16.71 PRltfTJN6 Sl,571 U,328 -15.51 $1,356 2.1% -13.7% REPAIRS S550 $710 29.1% $868 22.lt 57.81 CONSULTANT SERVICES $676 $611 -9.6% S678 11.01 (1.3% 
UTILITIES U73 $514 a.n: $649 26.ll 37.21 OTHER S630 $548 -13.0% $505 -7.B1 -19.81 

. -------- ------- ------- ---------SUBTOTAL-ADNIN EXP, $23,251 $20,475 -11.9t $21,163 3.41 -9.01 ------ ----- ------ ------- --- ---SUPPLIES $2,716 $2, 45'3 -9.7I S2,730 11.31 0.5% ------- -------- --------- ------- -------- ----TOTAL: :CURRENT EXPENDITURES $109,952 $108,495 -1.3% $107,095 -l.3% -2.61 -------- -------- -------- --- --- ------CAPITAL EXPENOlTURES: 
HIGHWAY $167,507 $148,317 -I I. 3Z $J 73,124 J6.6t 3.4% OTHER S2,H6 SI, 732 -30.0% $1,747 (I. 9% -29.U --------- ------- --------- --------- ------- ------TOTAL: CAPITAL EIPENDITURES $169,983 US0,249 -11.6% S1i4,871 16.4% 2.9: 

---------- -------- -------- -------- -------- --------TOTAL STATE GOVERNNENT OPERATIONS $279,935 $258, 744 -7,i,X $281,966 9.(11 (1.7% 
=====:.::.::: :::::::::e:: ======= ::::::.== ====== ===== 

SOURCE: Office of the Legislative Auditor staff computations from SWA reports 
and annual financial statements. Also, see Technical Note in Appendix. 
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From another perspective an ana 1 ys is of f edera 1 grant expenditures 
shows that in fiscal year 1983 nearly 53 percent of all federal grants were used 
to finance hea 1th and welfare programs, 16 percent were used for both trans­
portation and economic security, and 10 percent for educ at i ona 1 purposes ( see 
Table 33). 

TABLE 33 

FEDERAL GRANT EXPENDITURES BY FUNCTION 
FISCAL YEARS 1981 - 1983 

(OOO's Omitted) 

Percent Percent Percent 
F. Y. 1981 of F. Y. 1982 of F.Y. 1983 of 

Function Ex[!enditures Total Exeenditures Total Exeenditures Total 

Health and Welfare $ 659,373 49.8% $ 704,700 54.1% $ 724,788 52.8% 
Transportation 207,931 15.7 187,100 14.4 223,263 16.3 
Economic Security 196,323 14.8 187,232 14.4 212,537 15.5 
Education 173,255 13.1 144,866 11.1 139,150 10.1 
Natural Resources 8,615 0.6 7,323 0.6 7,180 0.5 
Protection of Persons 6,642 0.5 6,784 0.5 6,948 0.5 
General Government 3,475 0.3 4,339 0.3 2,537 0.2 
Debt Service 238 .0 199 . 0 187 . 0 
Other 681294 5. 2 592018 4.6 562154 4.1 

TOTAL $1,324,146 100.0% $1,301,561 100.0% $1,372,744 100.0% 

Source: Office of the Legislative Auditor staff computations. See Appendix Table II.B. 

Between fi sea 1 years 1981 and 1983, federal grant expenditures in­
creased slightly in four of the nine functional categories shown in Table 33. 
Health and welfare expenditures increased by 9.9 percent, transportation by 
7. 4 percent, protection of persons by 4. 6 percent, and economic security by 
8.3 percent. The other five functional categories each experienced double digit 
reductions in expenditures during the same period. For example, federal grant 
expenditures for education declined by $34 million or by nearly 20 percent and 
expenditures for natural resources declined by 17 percent. 

In general, federal grants play a similar role in Minnesota as they do 
in other states. For the most part, federal grants could be considered dedi­
cated resources used primarily for the purpose of as1isting people who are 
medically, educationally, or economically disadvantaged. Table 33 showed that 
during the period between fiscal years 1981 and 1983, approximately 78 percent 
of federal grant expenditures were used to finance health and welfare, economic 
security, and education programs, all of which directly assist persons who were, 
in some way, disadvantaged. However, in recent years the federal government has 

1For an overview of the importance of federal grants among the states, 
see Steven D. Gold, "Federal Aid and State Finances, 11 Legislative Finance Paper 
#26, National Conference of State Legislatures, 1982. 
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changed many of its domestic program priorities, objectives, and funding sup­
port. The result of these actions, in part, has been a reduction in the federal 
share of total state expenditures for these types of programs. For example, 
Table 34 shows, for fiscal years 1981 and 1983, total state expenditures for 
programs which are designed to assist disadvantaged persons and also indicates 
what percentage of these expenditures have been financed from state and federal 
revenue sources. As can be seen, the state's relative share of total expendi­
tures for these programs has increased by 5 percentage points, from 53 percent 
to 58 percent, in only two years. More specifically, between fiscal years 1981 
and 1983 the state's relative share for financing medical assistance increased 
by 4 percentage points, economic security by 8 percentage points, and educa­
tional programs by 5 percentage points. In total, this1shift has cost the state 
approximately $124 million during this two-year period. 

The implication is that it is becoming increasingly more important for 
the Legislature to concern itself with and apply more scrutiny over federal 
grant expenditures in Minnesota, primarily because the constituency served by 
existing federal programs will not vanish as a result of changes in federal 
program objectives or reduced funding. Depending on how the federal government 
sets its domestic policy can significantly influence future fiscal demands on 
the state's General Fund. 

1This amount represents the difference between what the state actually 
expended for these programs in f·iscal year 1983 ($1,442 million) and what it 
would have expended if its relative share (53 percent) remained unchanged since 
1981 ($1,318 million). 
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TABLE 34 

AN ANALYSIS OF STATE EXPENDITURES TO ASSIST DISADVANTAGED PERSONS 
BY FUNDING SOURCE, FISCAL YEARS 1981 ANO 1983 

(000,000's Omitted) 

Fiscal Year 1981 Fiscal Year 1983 
Percent From Percent From 

Total Expen- State Federal Total Expen- State Federal 
Function ditures Sources Sources ditures Sources Sources 

Total Expenditures (a) $5,852 78.1% 21. 9% $6,502 79.5% 20.5% 

Expenditures to Assist 
Disadvantaged Persons: 

Health and Welfare: 
M.A. $ 592 37.3% 62.7% $ 761 41.0% 59.0% 
A.F.0.C. 196 36.7 63.3 200 39.5 60.5 
Other 439 62.6 37.4 412 61. 2 38.8 

Subtotal $1,227 46.3% 53. 7% $1,373 46.8% 53.2% 

Economic ~55urity 634 69.1 30.9 909 76.6 23.4 
Education 205 44.9 55.1 205 50.2 49.8 

TOTAL $2,066 53.1% 46.9% $2,487 58.0% 42.0% 

Source: Office of the Legislative Auditor staff computations. See Appendix Tables II.A 
and II.B for detailed documentation on functional definitions. 

(a)See Appendix Table II.D for reconciliation of expenditure amounts between 
state funds. 

(b)Includes state special education and federal programs for the disadvantaged, 
school lunch, and block grant. State exepnditures to finance general aids to school dis­
tricts were not included because they represent assistance more to a governmental juris­
diction than to individuals. 
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SECTION IV 

FISCAL PROBLEMS OF OTHER STATE FUNDS 

IV.A. THE UNEMPLOYMENT COMPENSATION FUND 

[Note: Although not discussed in this report, the Unemployment Compensation 
Fund's financial status has improved markedly since June 30, 1983.] 

Minnesota's Unemployment Compensation Fund, (UC Fund) is experiencing 
serious financial problems that should concern the Legislature. They include: 

an increased dependence on borrowing from the Federal Unemploy­
ment Account to meet benefit payment obligations, 

an increasing deficit fund balance, which grew from $210 million 
at June 30, 1982 to $369 million by June 30, 1983, and 

interest costs to be paid on feaeral loans made after March 31, 
1982. 

Minnesota has relied heavily on the Federal Unemployment Account for 
help in financing its unemployment insurance program. Despite the obvious 
repercussions to this type of financing, the fund is not capable of sustaining 
itself under the current set of economic circumstances. The combination of 
increased dependence on borrowing, the unresponsive tax structure, unfavorable 
economic conditions, and recent changes in federal law have all contributed to 
the erosion of the UC Fund. 

Table 35 summarizes the fund's cash flow of revenues (including reim­
bursable accounts but excluding the Federal Supplemental Compensation Program) 
and expenditures by quarter for fiscal years 1981, 1982, and 1983. 

Total revenues increased from $237. 3 mill ion in fi seal year 1982 to 
$299.2 million in fiscal year 1983 or 26.1 percent. During the same period 
total expenditures increased from $370.4 million to $481.3 million or 29.9 per­
cent. It should be noted that the first quarter taxes (January 1 - March 31) 
which are due and co 11 ected during the second quarter (April 1 - June 30), 
represent the highest amount of collections during the year with each successive 
quarter collections declining from those of the previous quarter. For example, 
during calendar year 1982, the first quarter collections equalled 40 percent of 
total collections for the year, those for the second quarter were 29 percent, 
those for the third quarter were 19 percent, and those for the fourth quarter 
were 12 percent. This quarterly reduction in tax revenues is a result of the 
limits of the taxable wage base component of the state tax (discussed later). 
An employer is not liable for the unemployment state tax on wages paid to em­
ployees in excess of the taxable wage base amount. 

There are many complex variables that affect the stability of the fund 
ranging from the unemployment rate to the financing structure of the fund. 
While it may be extremely difficult to identify the specific impact of any 
single variable, it is obvious that the fund is headed in the wrong direction. 
We are not attempting to identify or propose specific solutions, but are sug­
gesting that legislative action appears necessary to assure future fund sol­
vency. 
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Quarter Ended 

September 30, 1980 
.December 31, 1980 
March 31, 1981 
June 30, 1981 

TOTAL FISCAL YEAR 1981 

September 30, 1981 
December 31, 1981 
March 31, 1982 
June 30, 1982 

TOTAL FISCAL YEAR 1982 

September 30, 1982 
December 31, 1982 
March 31, 1983 
June 30, 1983 

TOTAL FISCAL YEAR 1983 

TABLE 35 

UNEMPLOYMENT COMPENSATION FUND 

REVENUES AND EXPENDITURES 
FISCAL YEARS 1981 - 1983 

Revenues Loans 

$ 66,357,417 $ -o-
48,664,532 26,300,000 
35,176,274 71,600,000 
85,472,812 14,200,000 

$235,6712035 $112,100,000 

$ 64,098,091 $ -o-
40,173,932 -o-
28,930,582 77,900,000 

104,142,190 17!942,117 

$237,344,795 $ 95,842,117 

$ 76,750,937 $ 36,379,000 
49,910,340 41,826,000 
31,544,612 117,300,000 

141 1003 1073 (14,801,000) 

$2992208,962 $180,704,000 

Exeenditures 

$ 72,927,128 
79,100,242 

106,804,947 
70,921,722 

$329,7542039 

$ 50,437,196 
64,147,442 

128,298,884 
127,514,516 

$3701398,038 

$109,180,252 
102,560,530 
139,802,159 
1292773,795 

$481,3162736 

Minnesota's unemployment insurance program is a coordinated federal/ 
state program designed to provide economic security to workers during temporary 
periods of unemployment. The state's employers have financed the program since 
its inception through the payment of both federal and state unemployment taxes 
or 11 contributions. 11 The Department of Economic Security collects and deposits 
the state tax directly to the UC Fund. 

The components of the state tax consist of (1) a contribution (tax) 
rate and (2) a taxable wage base. 

(1) The contribution rate is comprised of a: 

minimum rate which is based on the UC Fund's cash balance at 
June 30 and effective for the following calendar year, and 

an experience ratio which is calculated by dividing 125 percent 
of total benefits charged to an employer's account during the 
previous 36 months ended June 30, by the employer's total taxable 
payroll for the same period. (For calendar year 1984, and for 
years 1985 and thereafter, the calculation is based on the pre­
vious 48 months and 60 months, respectively.) 
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The department calculates or assigns an annual contribution rate for 
all employers for the coming calendar year based on information through the 
previous June 30. As such, current and future benefits are paid with taxes 
collected using tax rates calculated on unemployment activity six months to 
three and one-half years earlier. 

The minimum rate treats all employers equally without regard to an em­
ployer's experience with unemployment. The minimum rate is graduated based on 
the fund's cash balance at June 30. The current minimum rate schedule is shown 
in Table 36. 

Fund Balance 

TABLE 36 

UNEMPLOYMENT COMPENSATION FUND 

SCHEDULE OF MINIMUM RATES 
FISCAL YEARS 1977 - 1983 

Below $80 million 
Between $80 and $90 million 
Between $90 and $110 million 
Between $110 and $130 million 
Between $l30 and $150 million 
Between $150 and $170 million 
Between $170 and $200 million 
Above $200 million 

Minimum Rate 

1.0% 
0.9% 
0.8% 
0.7% 
0.6% 
0.5% 
0.3% 
0.1% 

The graduation is structured for tax reduct ions as the fund's cash 
balance increases, but does not provide additional support when the fund falls 
below $80 million or is depleted. 

The experience ratio by nature is designed to place greater responsi­
bility for the cost of unemployment with those employers having higher unemploy­
ment rates. The ratio is dependent on benefits paid and chargeable to an em­
ployer over a period of time compared to the employer's total taxable payroll 
for the same time period. Prior to calendar year 1983, state law limited the 
increase in the experience ratio to no more than 1.5 percent per year. For 
calendar years subsequent to 1982, the law provides a yearly increase or de­
crease in the experience ratio to no more than 2.5 percent per year for employ­
ers having an annual payroll greater than $250,000. Employers having an annual 
payroll of less than $250,000 can. apply for a limitation of the increase or 
decrease in the experience ratio to no more than 1.5 percent per year. 

The maximum contribution rate (minimum rate plus the experience ratio) 
is legislatively set at 7.5 percent which means the maximum experience ratio for 
any employer cannot exceed 6.5 percent. As a result, the limit forces the fund 
to absorb those benefits paid but not chargeable to an employer. The minimum 
and maximum state contribution rates in effect since 1972 are shown in Table 37. 
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TABLE 37 

UNEMPLOYMENT COMPENSATION FUND 

MINIMUM AND MAXIMUM STATE CONTRIBUTION RATES 
CALENDAR YEARS 1972 - 1983 

Minimum Maximum 
Year Rate Contribution Rate 

1972-73 • 7% 4.5% 
1974-75 .9% 5.0% 
1976 .9% 6.0% 
1977-83 1.0% 7.5% 

(2) The taxable wage base is that portion of each employee's total wage 
subject to the contribution rate. The taxable wage bases in effect since 1972 
are presented in Table 38. 

TABLE 38 

UNEMPLOYMENT COMPENSATION FUND 

STATE TAXABLE WAGE BASE 
CALENDAR YEARS 1972 - 1983 

Year 

1972-75 
1976 
1977 
1978 
1979-81 
1982 
1983 

State Taxable 
Wage Base 

$4,800 
6,200 
7,000 
7,500 
8,000 
8,300 
8,000 or 
9,000 

For 1983, an employer having a minimum tax rate (1%) used a taxable 
wage base of $8,000. Employers having a higher tax rate used a taxable wage 
base of $9,000. The Legislature controls and sets both components of the state 
tax. Since 1977, the minimum rate and the maximum contribution rate have re­
mained unchanged. 

Minnesota Employers also pay a federal unemployment tax which is used 
to finance the administration of Minnesota• s unemployment insurance law. The 
FUTA (Federal Unemployment Tax Act) tax structure is somewhat different than the 
state tax in that the FUTA tax rate and taxable wage base are less. The FUTA 
tax rates and taxable wage basis in effect since 1977 are shown in Table 39. 
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TABLE 39 

UNEMPLOYMENT COMPENSATION FUND 

FUTA TAX RATES AND TAXABLE WAGE BASE 
CALENDAR YEARS 1977 - 1983 

FUTA FUTA Taxable 
Year Tax Rate Wage Base 

1977 3.4% $4,200 
1978-82 3.4% 6,000 
1983 3.5% 7,000 

Employers are allowed a credit against the federal tax for taxes paid 
into Minnesota's fund. The total credit allowable may not exceed 2.7 percent of 
taxable FUTA wages. Because of this credit, the effective FUTA tax rate on 
employers for 1983 was 0.8 percent. 

Theoretically, tax revenues should be sufficient to cover benefit 
payments and to build and maintain the integrity of the fund's reserve. The 
reserve concept as it relates to an unemployment insurance program is a cash re­
serve or balance amount identified and maintained as a cushion against future 
periods of high unemployment. It should not be used as a basis for increasing 
benefits or reducing taxes, but should serve as a hedge against rising unemploy­
ment and borrowing. Generally, as unemployment rises, tax revenue declines, 
benefit payments increase, and borrowing becomes necessary as reserves are 
depleted. 

Through Title XII of the Social Security Act, Minnesota's Unemployment 
Compensation Fund (when its reserves were dep 1 eted) was a 11 owed to obtain in­
terest free loans from the Federal Unemployment Account. The fund first uti-
1 ized Title XII in the mid-1970s, and obtained interest free loans totaling $47 
million in 1975, $76 million in 1976, and $49 million in 1977. It repaid the 
outstanding loans totaling $172 million in 1979. The fund borrowed $28.8 mil­
lion during calendar year 1980, $85.2 million in 1981, $174 million in 1982, and 
$87 million in 1983 (net of $154.4 million repayment). 

Effective January 1, 1980 provisions of Title XII outlined a loan re­
payment schedule for states whose unemployment compensation funds failed to 
repay outstanding loans by a certain date. This schedule increases the FUTA tax 
rate each year until the loans are repaid. For Minnesota, the loan repayment 
schedule under Title XII for loans received during 1980, 1981, 1982, and 1983 is 
outlined in Table 40. 

Since the fund did not repay the $28.8 million originally borrowed in 
1980 by November 10, 1982, Minnesota employers paid an additional three-tenths 
of one percent FUTA tax for calendar 1982. This increase was assessed on the 
1982 Employer's Annual · Federal Unemployment (FUTA) Tax Return and was due by 
January 31, 1983. The additional amounts collected during calendar year 1983 as 
a result of this increase totalled $23,336,809 ($21,787,631 as of June 30, 1983) 
and was applied against the oldest outstanding interest free loan. For each 

61 



additional year the 1 oans remain outstanding, the FUTA tax is increased by 
three-tenths of one percent, plus the difference between 2. 7 percent and the 
average contribution rate in the preceding tax year. For calendar year 1983, 
Minnesota employers will pay an additional six-tenths of one percent FUTA tax. 

Calendar 
Year 

1980 
1981 
1982 
1983 

TABLE 40 

UNEMPLOYMENT COMPENSATION FUND 

TITLE XII LOAN REPAYMENT SCHEDULE 
CALENDAR YEARS 1980 - 1983 

Outstanding Loans Repayment Additional FUTA Tax Rate 
as of 12-31-83 Due .3% .6% .9% 1.2% 

$ 5,463,191 11/10/82 1982 1983 1984 1985 
85,200,000 11/10/83 1983 1984 1985 1986 

174,047,117 11/10/84 1984 1985 1986 1987 
87,043,000 11/10/85 1985 1986 1987 1988 

During 1981, amendments to Title XII Section 1202 eliminated the 
interest free status of loans made to the state on or after April 1, 1982, and 
also prohibited the payment of interest (directly or indirectly) by a state from 
amounts in the Unemployment Compensation Fund. At June 30. 1983, the total 
indebtedness of the Unemployment Compensation Fund to the Federal Unemployment 
Account was $368,758,485, of which $170,112,369 was interest free. Accrued 
interest on the remaining $198,646,117 at June 30, 1983 was $10,375,093. In­
terest is due and payable on September 30 of each year. The outstanding loan 
balance at December 31, 1983 was $351,753,308 ($168,563,191 interest free and 
$183,190,117 interest bearing). 

The 1983 Legislature established an emergency interest repayment fund 
for the sole purpose of paying the interest accruing on funds advanced from the 
Federal Unemployment Account pursuant to section 1202 of the Social Security 
Act. A 10 percent surcharge on employer contributions paid or due and payable 
for calendar years 1982 and 1983 was/would be assessed and payable by August 31, 
1983 and 1984, respectively. Accrued interest of $14,885,021 was paid to the 
federal government on September 30, 1983 from the emergency interest repayment 
fund. 

All benefits (regular and extended) are paid out of the UC Fund to 
eligible individuals as determined by the department. The number of weeks that 
regular benefits are paid and the weekly benefit amount are based on the number 
of credit weeks earned and wages paid to a claimant. A claimant can draw regu­
lar benefits for a minimum of 11 weeks to a maximum of 26 weeks, and can receive 
a weekly benefit up to a maximum amount ($184, $191, and $198 for fiscal years 
1983, 1984, and 1985, respectively). 

Extended benefits are paid to eligible claimants after regular bene­
fits have been exhausted. The maximum extended benefit period (number of weeks) 
is 50 percent of the regular benefit period. The claimant's weekly extended 
benefit amount is equal to the weekly regular benefit amount. 
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During fi sea 1 year ended June 30, 1983, benefit payments exceeded 
revenues by 61 percent or $182.1 million. The UC Fund borrowed $248.7 million 
during this period but was able to repay $68 mi 11 ion in May 1983. Therefore, 
the fund deficit increased from $210 million to $369 million or 76 percent. 

The effect of the 1982 and 1983 legislative changes will not be imme­
diately felt in terms of reducing either the fund's dependence on borrowing or 
the deficit. Since employers pay the cost, the impact of any financing deci­
sions will affect them almost immediately. Financing decisions made by the 
Legislature should be continually evaluated in terms of fund responsiveness to 
current economic conditions. The efforts toward fund solvency and the building 
of - future fund reserves wi 11 be both 1 ong and costly for Minnesota emp 1 oyers. 
The Legislature still needs to identify sound and equitable short-term and 
long-range plans and goals. The decisions that have to be made from the exist­
ing alternatives will be difficult and sensitive. Until such decisions are 
made, the fund will continue to experience financial difficulties. 

IV.B. SPECIAL WORKERS' COMPENSATION FUND 

The Special Workers' Compensation ~und was established to provide 
reimbursement to insurers and self-insurers for money advanced to pay supple­
mentary benefits that augment the claimants workers' compensation benefits. It 
also reimburses second injury claims for physically impaired individuals who are 
properly registered under the second injury law and suffer a subsequent injury 
attributable, at least in part, to the pre-registered impairments. The fund 
also makes direct payments for wage loss compensation and medical expenses for 
persons whose emp 1 oyers failed or refused to pro vi de workers' compensation 
coverage; and it advances benefits to injured workers or dependents when rights 
to benefits are assured but there is a temporary dispute between two or more 
employers or insurers regarding legal liability in the case. 

The fund operates primarily on receipts from insurers and self­
insurers.1 The 1983 Legislature repealed the provision which authorized the 
commissioner to set the annual assessment rate in accordance with an adjustment 
schedule based on the balance in the fund on Septemb2r 30. each year and an 
estimate of expenditures during the next calendar year. Effective January 1, 
1984, employers sha 113 pay a lump sum amount equal to 20 percent of the tota 1 
compensation payable. In addition to this assessment, the 1983 Legislature 
provided that beginning in calendar year 1984 the Commissioner of Labor and 
Industry shall annually establish a uniform percentage rate to be applied 
against an employer's assessment base as determined by a method established by 
rule. The Legislature provided further that the total amount assessed all 
employers under this method for calendar year 1984 not exceed $25 million. The 
total amounts assessed annually thereafter may be increased by up to ten percent 
beginning on January 1, 1985. 

In prior management letters to the Department of Labor and Industry, 
we have commented on the serious financial problems of the fund. Primarily, 
receipts collected through the annual assessment process are not sufficient to 

lw 1nn. Stat. Section 176.101 or 176.111. 

2Mi nn. Stat. Section 176.131, Subd. 10. 

3Mi nn. Stat. Section 176.129, Subd. 3. 
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pay the amount of benefit claims submitted. Secondly, the fund 1 s accounting 
system was unable to determine its accrued liabilities at a given point in time. 
The latter problem has been eliminated with the installation of a new computer 
system. However, our testing of benefit claims outstanding during 1983 indi­
cated that the department is at least a year behind in paying claims against the 
fund. The fund is limited as to the benefits it can pay out to the extent of 
its assessments. As long as claims submitted to the fund for payment exceed its 
collections, the period of delinquency will increase. 

The following analysis presented in Table 41 highlights the financial 
problems the fund has experienced in the last four fiscal years. 

Assessment Rate 

Receipts: 
Collections 
Investment Income 

Total 

Disbursements: 
Claims Paid 
Administration 

Total 

Cash and Investments 
at June 30 

Estimated Unpaid 
Claims at June 30 

Amount to be Financed 
from Future 
Collections 

TABLE 41 

SPECIAL WORKERS 1 COMPENSATION FUND 

SUMMARY OF FINANCIAL ACTIVITY 
FISCAL YEARS 1979 - 1983 

1980 

8% 

$11,326,000 
400,000 

$11,726,000 

$18,412,000 

$18,412,000 

. Fiscal Year 

1981 

6% 

$13,344,000 
203,000 

$13,547,000 

$16,066,000 

$16,066,000 

1982 

8% 

$16,971,000 
89,ooo· 

$17,060,000 

$16,927,000 
98,000 

$17,025,000 

1983 

15% 

$37,686,000 
416,000 

$38,102,000 

$34,319,000 
125,000 

$34,444,000 

$ 3,041,000 $ 522,000 $ 557,000 $4,215,000 

N/A $18,053,000 $36,423,000 49,467,000 

N/A $17,531,000 $35,866,000 $45,252,000 

NOTE: The assessment rate is set on a calendar year basis. The rates shown on 
the foregoing schedule are the rates to which the fiscal year receipts 
relate. In effect, the receipts during a given fiscal year are for 
assessments for the preceding calendar year. 
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Unpaid claims have increased over the past few years despite the 
increase in collections. The assessment rate for calendar year 1983 was in­
creased to 17 percent and wil 1 be reflected in f i sea 1 year 1984 co 11 ect ions. 
The assessment rate for calendar year 1984 is currently set at 20 percent, as 
previously discussed, and will be reflected in fiscal year 1985 collections. 
Setting of the assessment rate and the establishment of fair workers' compensa­
tion benefits are very complex processes involving very sensitive social and 
fiscal issues. The Department of Labor and Industry is responsible for the 
financial health of the fund and the overall administration of the workers' 
compensation law. As such, the department needs to continually consider the 
overall controversial climate relating to workers' compensation costs in the 
state and to temper this knowledge with an adequate assessment rate to provide 
the financing necessary for the fund to meet its obligations. 

IV.C. TEACHERS RETIREMENT FUND: CURRENT FUNDING STATUS 

[Note: Although not discussed in this report, the Teachers Retirement Fund's 
financial status has improved since June 30, 1983 due to legislative action 
taken in 1984.] 

The funding ratio of the Teachers Retirement Fund has not signifi­
cantly improved since 1973 and it appears that the fund will not be fully funded 
by the target date of June 30, 2009. Table 42 shows that for the past 12 years 
the funding ratio has remained relatively stable, ranging from 50 to 57 percent. 
This funding ratio is significantly below that of the other major state pension 
plans which are approaching an 80 percent funding level. The actuarial reports 
for the past few years have included the statement that even with the additional 
support rate currently being contributed by the state, the funding rate of the 
Teachers Retirement Fund is inadequate. 

The two compenents of the funding ratio are "ft assets and required 
reserves (the amount required to fund plan benefits). The law provides a 
number of assumptions that are used by the actuaries when calculating required 
reserves, including an assumed 5 percent annual growth rate for investments of 
the fund and an assumed 3.5 percent annual growth rate for members' salaries. 
The unfunded liability (unfundedness) of $1.489 billion as of June 30, 1983 is 
the amount by which required reserves exceed net assets of the fund. 

The unfundedness has occurred because pension benefits which have been 
earned in the past were not fully financed. Also, unfundedness can be affected 
s i gni fi cant ly when pens ion benefits undergo major amendments. For examp 1 e, 
pension benefits were significantly increased in 1973 when the state began 
basing annuities on the high five year average salary for each retiree. Because 
of this major change in pension benefits, TRA's funding ratio dropped from 71.6 
percent in 1972 to 53.4 percent in 1973. 

Normally, funding of the Teachers Retirement Fund is accomplished 
three ways: 

1. Employees contribute 4. 5 percent of their salary. 
o 1 der emp 1 oyees belong to the 11 Basi c" p 1 an which is 
with the social security system. These employees 
percent of their salary. New employees can not join 

1Minn. Stat. Section 356.215. 
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2. The state, on behalf of the schools, matches the employees' contribu­
tions plus an additional 3.05 percent of employee salaries. This 
additional contribution is intended to finance the unfundedness. 

3. Net assets are invested and investment earnings are deposited with the 
fund. 

As of 
June 30 

1972 

1973 

1974 

1975 
1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

TABLE 42 

TEACHERS RETIREMENT FUND 

TWELVE YEAR SUMMARY ~F NET ASSETS, UNFUNDED LIABILITIES, 
REQUIRED RESERVES, AND FUNDING RATIOS 

Net 
Assets 

$ 389,406,363 
468,337,531 
538,893,416 
586,870,721 
665,810,655 
822,410,185 
940,345,339 

1,064,237,842 
1,232,115,128 
1,462,538,605 
1,710,750,595 
1,983,579,211 

Unfunded 
Liabilities 

$ 154,289,274 
409,397,553 
539,626,284 
545,075,979 
598,123,281 
640,572,428 
792,431,347 

1,015,936,134 
1,129,006,116 
1,228,407,275 

1,397,335,069 
1,488,684,825 

Required 
Reserves 

$ 543,695,637 
877,735,084 

1,078,633,461 
1,131,946,700 
1,293,764,171 
1,462,982,613 
1,732,776,686 
2,080,173,976 
2,361,121,244 
2,690,945,880 
3,108,085,664 
3,472,264,036 

Funding 
Ratio 

71.6% 
53.4%* 

50.0% 
51.8% 

51.5% 
56.2% 

54.3% 

51.2% 
52.2% 

54.4% 

55.0% 

57.1% 

*The introduction into TRA Laws of the High 5 Formula program created a 
significant increase in the amount of the required reserves. This resulted in a 
decrease of the funding ratio from 71.6% to 53.4%. 

These funding sources were changed significantly in 1982. 1 This 
legislation, enacted to help balance the state budget, reduced employer con­
tributions by four percent of the salaries during the six-month period from 
January 1, 1983 through June 30, 1983. Conversely, employee contributions were 
increased by two percent of salaries during the twelve-month period from 
January 1, 1983 through December 31, 1983. The Legislature appropriated 
$5,840,000 from the General Fund to the various pension funds to reimburse them 
for any negative discrepancies between the adjusted employer and employee con­
tributions ·and the normal contributions expected during that period. Also, 

1Third Special Session, Chapter 1, Article II, Section 2, Subd. 1. 
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$2,000,000 was appropriated to reimburse the pension funds for any investment 
income lost due to the delay in receipt of the contributions, and $640,000 was 
appropriated to provide for increased contribution refunds. Of the above appro­
priations, $2.8 million has been allocated to TRA. The original legislation was 
amended in 1983. This legislation reduced the twelve-month period during which 
employees were required to Pelf the additional two percent contribution, to six 
months, ending June 30, 1983. No additional amount was appropriated to reim­
burse the pension funds for the contribution reduction of two percent of sala­
ries between July 1, 1983 and December 31, 1983. 

The unfunded 1 i abi 1 i ty at June 30, 1983 was $1. 489 bi 11 ion, an in­
crease of $91 million during fiscal year 1983. Although the total dollar un­
fundedness increased, the fund jid show an increase in its funding ratio, from 
55. 04 percent to 57 .13 percent. This occurred because net assets grew at a 
higher percentage than required reserves. 

Table 43 shows that the increase in the unfunded accrued liability is 
due to various offsetting differences between the actuarial assumptions required 
by state statute and the actual activity during fiscal year 1983. 

TABLE 43 

TEACHERS RETIREMENT FUND 

FACTORS AFFECTING INCREASES IN UNFUNDED ACCRUED LIABILITY 
FISCAL YEARS 1982 AND 1983 

Actual rate of salary increases 
exceeded the assumed rate of 3.5 percent 

Actual employer and employee contributions 
fell short of the required minimum 

Post-retirement mortality differed from 
actuarial assumptions 

Investment income exceeded the assumed 
rate of 5 percent 

Adjustment of prior year assets 

Membership terminations prior to retirement 
were at a greater rate than expected 

Net Increase in Unfunded Accrued liability 

Fiscal Year Increases (Decreases) 
1982 1983 

$223,323,301 $216,437,411 

24,889,955 56,977,565 

(934,341) 934,374 

(47,180,491) (73,873,245) 

(2,438,454) -o-

(28,732,176) (109,126,349) 

$168,927,794 $ 91,349,756 

1Laws 1983, Chapter 301, Section 224, Subd. 1. 
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As can be seen, the increase in the unfunded liability is significant­
ly less in fiscal year 1983 than it was in fiscal year 1982. This improved the 
funding ratio for f i sea 1 year 1983, however it cannot be assumed that future 
years will follow in this pattern. Many of the items affecting the fiscal year 
1983 unfunded 1 i ability are peculiar to that year, as shown by the fo 11 owing 
examples: 

1) Actual employer and employee contributions fell short of the 
required minimum. - The legislative changes in fiscal year 1983, 
discussed previously, resulted in decreased employer and employee 
contributions estimated by the department to be approximately 
$10 mi 11 ion. 

2) Investment income exceeded the assumed rate of 5 percent. - Dur­
ing fiscal year 1983, some of TRA's investments were transferred 
to various outside money managers. This required that many 
stocks held by TRA be sold, so that each money manager could 
invest the proceeds. TRA properly recognized the large gain 
resulting from these stock sales in fiscal year 1983, although 
much of the gain actually applied to previous years. 

3) Membership terminations prior to retirement were at a greater 
rate than expected. - TRA memberships decreased by 5,742 members 
during fiscal year 1983, as a result of the teacher layoffs in 
recent years. 

The above i terns a re not expected to imp act TRA in the future to the 
extent that they did in fiscal year 1983. 

It should be noted that the statutory assumptions utilized for actuar­
ial estimations also affect the calculation of required reserves. The net 
actuari a 1 1 oss, discussed above, reflected only the differences between actua 1 
1983 experience and the statutory assumptions. These assumptions further impact 
total required reserves. Thus, future net actuarial losses could continue to be 
realized if these assumptions are maintained. 

The appropriate funding 1 eve l for pension pl ans is a basic po 1 icy 
decision. Normally, governments as well as private industry, attempt tp fully 
fund their pens ion p 1 ans over many years. There are extreme cases when full 
funding is not attempted, such as the federal social security system. With the 
enactment of the Emp 1 oyee Retirement Income Security Act of 1974 (ERISA), the 
federal government has taken the initiative to impose controls and requirements 
for full funding on private pension funds. The federal government has been 
considering extending these requirements to pension plans of state and local 
units of government. Furthermore, there are many advantages for a pension plan 
to become fully funded as soon as possible. Minimum contribution payments are 
lower in earlier years because interest income has a longer period to accrue and 
can contribute more towards reducing the unfunded liability balance. As the 
required deadline for full funding approaches (2009), there is 1 ess time to. 
accrue interest on investments which will force contribution rates to increase 
if the unfunded liability is to be eliminated. Also, by achieving and maintain­
ing a full funding level, the pension plan ensures that the benefits of future 
recipients are well protected. In the event the plan terminates or is sig­
nificantly changed, full funding would enable paying the vested benefits of 
future retirees without requiring the co 11 ect ion of addition a 1 contributions. 
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For example, if TRA was fully funded, then the additional contribution of 3.05 
percent of salary would no longer have to be paid by the state on behalf of the 
school districts. 

Finally, full funding eliminates the problems that demographic changes 
may introduce for pension plans. An example of this problem is evidenced by the 
social security system. By making current employees and employers fund the 
benefits of current retirees, the burden fluctuates widely as the ratio of 
retired to active employees changes. This fluctuation would not occur if the 
social security system were fully funded from its inception. It is important to 
remember that pension plans are designed to set aside sufficient monies to 
finance future pension benefits. A fully funded plan assures employees that 
they will receive their pension oenefits upon retirement and avoids such financ­
ing problems as are now being faced by the social security system and, to a 
lesser degree, by the Teachers Retirement Fund. 

Since the actuarial assumptions play such a key role in funding deci­
sions, they deserve close scrutiny. Our evaluation, using the current statutory 
assumptions shows that TRA's funding structure needs reform. During fiscal year 
1983, the Department of Finance commissioned Winklevoss & Associates, Inc. to 
review the status of all state retirement funds and to take a critical look at 
the actuarial assumptions being used. Their study found that even with differ­
ent assumptions, TRA's funding structure is in need of revision. The Department 
of Finance is considering several possible changes to the pension laws. Solu­
tions will become more difficult in the future because there will be fewer years 
over which they can be financed. TRA management is aware of the problem sur­
rounding the funding issue. TRA should continue to work with the Department of 
Finance and the Legislature in seeking a solution to this problem. 

IV.D. MAXIMUM EFFORT SCHOOL LOAN FUND 

The maximum effort school aid law (Minn. Stat. Section 124.36 to 
124.47) provides loans to school districts which have such low property valua­
tions that the levies required for debt service are excessive. Currently, a 
district qualifies for assistance if a levy of 16 mills on the Equalization Aid 
Review Committee (EARC) valuation is not sufficient to meet its debt service 
needs. At June 30, 1983, loans outstanding in the Maximum Effort School Loan 
Fund totaled approximately $47.7 million. These loans to 15 school districts 
include five debt service loans ($1.5 million), eleven capital loans ($44.7 
million), and three school construction loans ($1.5 million). The loans were 
financed from the proceeds of general obligation bonds (school loan bonds) sold 
by the state. 

Districts can obtain either a debt service or capital loan, or both; 
however, school construction 1 oans were discontinued in 1959. Debt service 
loans are available annually to help make principal and interest payments on 
bonds already issued by the district, and can be as large as one percent of the 
district's total bonded debt. Capital loans are available to supplement the 
proceeds of locally issued bonds to acquire sites for school buildings or to 
acquire, construct, remodel, equip or furnish school buildings. 
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School district principal and interest payments on the loans are 
deposited to the loan repayment account within the Maximum Effort School loan 
Fund. Minn. Stat. Section 124.46, Subd. 3 provides that on November l each year 
there shall be transferred to the Debt Service Fund from the loan repayment 
account, a sum of money which, when added to the balance in the Debt Servke 
Fund, will be sufficient to pay principal and interest on the school loan bonds 
coming due within the next ensuing year and to and including July 1 of the 
second ensuing year. Because of insufficient moneys in the loan repayment 
account for the past several years, General Fund support has been necessary to 
make the required transfers. In 1983 the Legislature appropriated $2,719,000 
and $3,672,000 to the loan repayment account frOfl the General Fund for fi seal 
years 1984 and 1985 Debt Service Fund transfers. The purpose of these appro­
priations is to prevent a state·.vide propertylax levy if sufficient moneys were 
not available in the loan repayment account. On November 1, 1983, $1,795,094 
of the $2,719,000 appropriation was needed to make the required transfer. 

The financial problems of the Maximum Effort School loan Fund have 
resulted in part because the maximum effort school aid law has been amended in 
recent years to allow school d!stricts to defer principal and interest on both 
debt service and capital loans. It is uncertain that the capital loans, total­
ing over $40 million, will be collected because of various factors affecting the 
ability of districts to repay the outstanding amounts, including: 

• The mill rate established by the legislature for use in calcu­
lating the maximum effort debt service levy and the adjusted 
assessed valuation, established by the EARC, affect the amount of 
loan repayments required from the school districts. 

Minn. Stat. Section 124.43, Subd. 4 provides that in the event 
any capital loan is not repaid within 30 years after it is 
granted, the liability of the school district thereon sha 11 be 
satisfied and discharged and interest thereon shall cease. 

The legislature, in 1983, took various actions which recognize the 
fact that certain of the loans will not be repaid. As stated earlier, specific 
General Fund appropriations were made to provide funds for repayment of the 
general obligation bonds issued to finance the loans. In addition, current law 
now provides that the actual approval for future capital loans will be made by 
the Legislat4're, rather than the Commissioner of Education, who approved pre­
vious loans. The commissioner will recommend future loans to the legislature, 

1Laws of 1983, Chapter 314, Article 6, Subd. 17. 

2Minn. Stat. Section 124.46, Subd. 3. 

3Minn. Stat. Sections 124.42, Subd. 4 and 124.43, Subd. 4 provides 
repayment of the loans shall be made by the school districts when collections of 
the maximum effort debt service levy exceed the district's required debt service 
levy. 

4Laws of 1983, Chapter 314, Article 7, Section 25. 

70 



and as part of the loan review process, must prepare information on the esti­
mated yearly repayment by the school districts and the amount of future repay­
ments that may be forgiven after the term of the loan. The Commissioner of 
Finance must approve the methodology used in the calculations. In the future, 
if the Legislature approves a loan where there will be an estimated default or 
forgiveness of principal and interest, they will have necessary information to 
determine the amount of future General Fund appropriations which will be neces­
sary for re qui red debt service transfers. As such, the state wi 11 be recog­
nizing that a portion of this school district funding is really a grant rather 
than a loan. 
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APPENDIX 

NOTE ON DATA SOURCES 

Primary sources for summary revenue and expenditure data were finan­
cial reports prepared by the Department of Finance. Detailed financial data on 
specific revenues and expenditures were derived from the financial reports and 
Statewide Accounting records. Both summary and detailed data often had to be 
adjusted to achieve comparability between fiscal years. Adjustments were basi­
cally obtained from Statewide Audit working papers maintained by the Office of 
the Legislative Auditor. 

Appendix Tables I.A to I.C provide a reconciliation between financial 
reports and expenditures reported in Section I. These amounts have been ad­
justed for interfund fiscal activity so as to avoid double counting of expendi­
tures. 

Appendix Table I.D provides a reconciliation between financial reports 
and amounts utilized in Section II to show trends in total General Fund reve­
nues, expenditures, and fund balances for fiscal years 1980 - 1983. 

General 
funds. 
ditures 

Appendix Tables II.A to II.D show detailed expenditure amounts for the 
Fund, federal grants, miscellaneous expenditures, and selected dedicated 
These tables also document the functional code used to summarize expen­
by major function as reported in Section I of the report. 

Appendix Table III shows the amount of expenditure shifts made to the 
General Fund by program during the 1982-83 biennium. 

Appendix Table IV shows the amount of expenditure reduction made to 
the General Fund by program for fiscal years 1982 and 1983. 

Appendix Table V reports other non-economic factors that influence the 
comparability of expenditures between fiscal years 1982 and 1983. 

Appendix Table VI shows the estimated impact of tax law changes on 
revenues for fiscal years 1982 - 1984. The table shows the impact of both state 
and federal law changes during the period. 
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APPENDIX TABLE I.A 

EXPENDITURE DATA RECONCILED TO FINANCIAL REPORTS: 
ADJUSTED FOR INTERFUND FISCAL ACTIVITY 

FISCAL YEAR 1981 
GENERAL FUND HIGHlrlAY EKPLOYNENT KISC DEDICATED 

DATA SOURCES/EXPLANATIONS NONDEDICATED FED IIONIES FUNDS COIIP FDS FUNDS TOTALS 
--------------------------------- ------------ ------------ ------------ ------------ ------------ ------------

EXPENDITURES PER FINANCIAL REPORT: 
GENERAL FUHD $3,375,771 $3,375,771 
SPECIAL REVENUE FUNDS $1,920,744 $1,920,744 
CAPITAL PROJECT FUHDS $107,612 $107,612 
DEBT SERVICE FUND $109,109 $109,109 
EXPENDABLE TRUST FUNDS $150,641 $150,641 ___________ .,. 

------------ ------------ ------------ ------------ ------------
TOTAL GDVERNIIENTAL FUND EXPEND $3,375,771 $0 $0 $0 $2,288,106 $5,663,877 

------------ ------------ ------------ ------------ ------------ ------------
REALLOCATIONS: 

EXTRACT FEDERAL REVENUES ($3,018) U,282,372 I U, 279,354) $0 
Hl6HNAY FUNDS (NET OF FED SI: $0 

TRUNK HIGHWAY FUND $240,407 ($240,4071 $0 
HIIY USER TAI DIST FUND $6,947 ($6,947) to 
TRANSPORTATION FUND $9,782 ($9,782) $0 
MUNICIPAL ST AID STREET FUHD $34,627. ($34,627} $0 
COUNTY ST AID HIGHWAY FUND $94,598 ($94,598) $0 

ENPLOY!tENT CONP MONIES: $0 
UNEKPLOYIIENT CONP FUND $0 t330,603 ($330,603} to 

DEBT SERVICE TRANSFERS $88,065 t238 $9,588 ($971891> $0 
DEDitATED COLLEGE$ IN GEN FD ($45,550) $45,550 so 
COST OF CARE IN GENERAL FUND $0 

FEDERAL SHARE OF NED ASST ($56,687) ($56,687) 
LOCAL SHARE OF NED ASST lt6,299l $6,299 $0 
VETS HONE-FED SHARE ($3,023) $3,023 $0 

------------ ------------ ------------ ------------ ------------ ------------NET REALLOCATIONS ($26,5121 tl,285,633 $395,949 $330,603 ($2,042,360) ($56,687) 
------------ ------------ ------------ ------------ ------------ ------------ENTITY ADDITIONS/DELETIONS 

ADDITIONS: 
SPECIAL WORKERS COIIP FD $34,119 $34,119 
FED COUNTY RD l BRIDGE $29,752 $29,752 
NHFA SUBSIDIES $33,702 $33,702 
HECB STUDENT LOAN INT SUB $12,247 $12,247 
STATE µNIY REV BD FD tll9 $119 

DELETIONS: 
HISTORICAL SOCIETY ($292) ($9,595) ($9,887) 

------------ ------------ ------------ ------------ ------------ ------------NET ENTITY CHANGES $0 $75,528 $0 $34,119 ($9,595) $100,052 
------------ ------------ ------------ ------------ ------------ ------------

OTHER ADJUSTMENTS 
EXPENDITURE SHIFTS $242,000 $242,000 
INTERFUHO TRANSACTIONS ($31,739) ($16, 7741 ($48,513) 
NISC ADJ, $396 ($26,497) Sil, 135 ($14,966) 

------------ ------------ ------------ ------------- ------------ ------------NET OTHER ADJUSTNENTS $210,657 ($43,271) $0 $0 Stl, 135 $178,521 
----------·- ------------ ------------ ------------ -·---------- ------------

TOTAL EXPENDITURE BASE·-1981 S3,559,916 U,317,890 $395,949 $364,722 $247,286 $5,885,763 
-----------= ------------ ------------ ============ ------------ ============ . 
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APPENDIX TABLE I.B 

EXPENDITURE DATA RECONCILED TO FINANCIAL REPORTS: 
ADJUSTED FOR INTERFUND FISCAL ACTIVITY 

FISCAL YEAR 1982 
GENERAL FUND HIGHWAY ENPLOYtlENT IUSC DEDICATED 

DATA SOURCES/EXPLANATIONS NONDEDICATED FED IIONIES FUNDS CONP FDS FUNDS TOTALS 

--------------------------------- ------------ ------------ ------------ -----------· ---------- ------------
EXPENDITURES PER FINANCIAL REPORT: 

GENERAL FUND $4,185,456 $4,185,456 
SPECIAL REVENUE FUNDS s1,,20,2,1 U,9201291 
CAPITAL PROJECT FUNDS $143,762 $143,762 
DEBT SERVICE FUND $116,63"1 $116,639 
EXPENDABLE TRUST FUNDS $179,297 U79,297 

------------ ------------ ---------·-- ------------ ------------ ------------
TOTAL GOYERNIIENTAL FUND EXPEND $4,185,456 $0 $0 $0 $2,359,989 $6,545,445 

------------ ------------ ------------ ------------ ------------ ------------
REALLOCATIONS: 

EXTRACT FEDERAL REVENUES ($4,2561 U,209,500 1$1,205,244) $0 
HIGHWAY FUNDS (NET OF FED $I: $0 

TRUNK HIGHWAY FUND $250,054 1$250,054> $0 
HWY USER TAX DIST FUND 16,738 IS6, 7381 $0 
TRANSPORTATION FUND $21,752 1$21, 752) $0 
NUNICIPAL ST AID STREET FUND $41,0<19 ($41,099) $0 
COUNTY ST AID HIGHWAY FUND flJl,777 ($111,777) $0 

ENPLOYNENT CONP FUNDS: $1) 
SPECIAL WORKERS CONP FUND $35,395 ($35,395) $0 
UNEKPLOYHENT CONP FUND $0 $386,823 ($386,823) $0 

DEBT SERVICE TRANSFERS $103,743 $199 $8,826 ($112, 76EU $0 
DEDICATED COLLEGE$ IN GEN FD ($51,5751 $51,575 $0 
COST OF CARE IN GENERAL FUND $0 

FEDERAL SHARE OF NED ASST ($67,0501 ($67,0501 
LOCAL SHARE OF HED ASST ($7,4501 $7,450 $0 
VETS HONE-FED SHARE ($3,2691 U,269 $0 

------------ ------------ ------------ ------------ ---------- ------------
NET REALLOCATIONS 1$29,857) $1,212,968 t440,246 '422,218 ($2,112, 6251 ($67,0501 

------------ ·----------- ------------ ------------ ----------- ------------ENTITY ADDITIONS/DELETIONS 
ADDITIONS! 

FED COUNTY RD l BRIDGE $34,356 $34,356 
NHFA SUBSIDIES $42,650 '42,650 
HECB STUDENT LOAN INT SUB $15,299 $15,299 
STATE UNIV REV BD FD $tl9 $119 
CORRECTIONS INDUST FD $87 $87 

DELETIONS: so 
HISTORICAL SOCIETY 1$450) ($9,465) (t9,9151 

------------ ------------- ------------ ------------ ------------ ------------
NET ENTITY CHANGES $0 $92,061 $0 $0 ($9,465) $82,596 

------------ ------------ ------------ ------------ ------------ ------------
OTHER ADJUSTHENTS 

EXPENDITURE SHIFTS ($174,319) ($174,319) 
INTERFUND TRANSACTIONS ($45, 1861 ($6011 ($45,787) 
tllSC ADJ, $743 ($45,9241 U5,38l ($29,800) 

------------ ------------ ------------ ------------ ------------ ------------
NET OTHER ADJUSTMENTS ($218,7621 ($46,525) $0 $0 . U5,381 ($249,906) 

------------ ------------ ------------ ------------ ------------
_______ ......., ___ 

TOTAL EXPENDITURE BASE--1982 13,936,837 Sl,259,504 $440,246 $422,218 t253,280 $6,311,085 
============ ============ ============ ------=----- ============ ---------=--
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APPENDIX TABLE I.C 

EXPENDITURE DATA RECONCILED TO FINANCIAL REPORTS: 
ADJUSTED FOR INTERFUND FISCAL ACTIVITY 

FISCAL YEAR 1983 

GENERAL FUND 
DATA SOURCES/EXPLANATIONS NONDEDICATED FED NONIES 

HIGHWAY 
FUNDS 

EKPLOYKENT NISC DEDICATED 
COKP FDS FUNDS TOTALS 

--------------------------------- ------------ ----------- ----------- ------------ ------ --------
EXPENDITURES PER FINANCIAL REPORT: 

GENERAL FUND 
SPECIAL REVENUE FUNDS 
CAPITAL PROJECT FUNDS 
DEBT SERVICE FUND 
EXPENDABLE TRUST FUNDS 

U,403,038 
$1,654,254 

$140,220 
$130,925 
$810,360 

$3,403,038 
11,654,254 

$140,220 
$130,925 
$810,360 

------------ -~---------- ----------- ------------ --------- -------
TOTAL GOVERNKENTAL FUND EXPEND 13,403,038 10 

REALLOCATIONS: 
EXTRACT FEDERAL REVENUES 
HIGHWAY FUNDS INET OF FED SI: 

TRUNK HIGHWAY FUND 
HWY USER TAX DIST FUND 
TRANSPORTATION FUND 
NUNICIPAL ST AID STREET FUND 
COUNTY ST AID HIGHWAY FUND 

ENPLOYKENT CONP FUNDS: 
UNEKPLOYKENT COKP FUND 
SPECIAL WORKERS CONP FUND 

DEBT SERVICE TRANSFERS 
DEDICATED COLLEGE$ IN GEN FD 
COST OF CARE IN GENERAL FUND 

FEDERAL SHARE OF NED ASST 
LOCAL SHARE OF NED ASST 
VETS HOKE-FED SHARE 

NET REALLOCATIONS 

ENTITY ADDITIONS/DELETIONS 
ADDITIONS: 

KHFA SUBSIDIES 
HECB STUDENT LOAN INT SUB 
STATE UNIV REV BD FD 

NET ENTITY CHANGES 

OTHER ADJUSTMENTS 
EXPENDITURE SHIFTS 
INTERFUND TRANSACTIONS 
IIISC ADJ, 

NET OTHER ADJUSTKENTS 

TOTAL EXPENDITURE BASE--1983 

----------- ------------ ---------- ------------ ------ ----------
($5,187) 11,318,453 

10 

$110,251 11B7 
($61, 5231 

(i72,444) (11 
(18,0491 
($4,889) $4,889 

S269,895 
S6,709 

S2t,017 
S37, 123 

$148,685 

iB,560 

Hl ,313,266) 

UW1,895) 
IS6, 7091 

($21,017) 
IU7, 1231 

CU48,685l 

1588,77( ($588,774) 
143,088 (143,0881 

U118.'i98l 
$61,523 

SB,049 

so 
$0 
so 
10 
10 
so 
so 
so 
10 
$0 
so 
so 
so 

($72,4441 
so 
so 

------------ ------------ ------------ ------------ ------------ ------------
$491,989 ($72,444) 

------------ ----------- ---------- ----------- ------------ -----------

$46,304 
H,B68 

$119 

$46,304 
$7,868 

S119 

------------ ------------ ------------ ----------- ---------- ----------
S54,291 $0 10 10 

------------ ------------ ------------ --------~--- ----------- -----------

$479,541 
($48, 4391 

$0 
($2,556) 

($40,526) ($6,745) 

$479,541 
(SS0,9951 
($47, 2711 

~----------- ------------ ------------ ------------ ----------- -----------
1431,102 ($43,082) so $0 ($6,745) 

------------ ------------ ------------ ------------ ------------ ----------
t3,792,299 $1,334,738 $491,989 $631,862 

============ ============ ============ =========== ============·======== 
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APPENDIX TABLE L D 

STATE GENERAL FUND 

REVENUES, EXPENDITURES, AND FUND BALANCES 
RECONCILIATIONS TO FINANCIAL REPORTS 

FISCAL YEARS 1980 TO 1983 

REVENUES: 

Amounts Presented in Annual Financial Reports: 
Revenues (Net) 
Transfers In and Other Sources 

Total Financing Sources 

Adjustments: 
Cancellation of Prior Encumbrances(l) 
Mi see 11 aneous 

Revenues Reported in Section II 

EXPENDITURES: 

Amounts Presented in Annual Financial Reports: 
Expenditures (Net) 
Transfers Out and Other Uses 

Total Financinsi Uses 

Adjustments: 
School Aids Deferred from '81 to '82 
Mi see 11 aneous 

Expenditures Reported in Section II 

ENDING FUND BALANCE: 

Amounts Presented in Annual Financial Reports: 

Adjustments: 
Prior Period Adjustmentt2)rom Change in 
Accounting Recognition 

1981 Changes 
School Aids Deferred from '81 to '82 
Miscellaneous 

Ending Fund Balances Reported 1n 
Section II 

(In Million S) 

$3,174 
67 

$3,241 

( 9) 
L___l) 

$3,229 

$3,232 
171 

$3,403 

$3,401 

$ 149 

( 42) 

__ l 

Fiscal Year 
~ ..lm.. 

$3,307 
20 

$3,321 

S3,321 

$3,322 
13S 

$3,457 

242 
1-___!) 

$3,690 

($ 20) 

( 242) 

($ 262) 

$3,686 
2 

$3,688 

$3,688 

$4,121 
172 

$4,293 

( 242) 
L-2> 
~ 

($ 624) 

(S 624) 

-12.!!L 

S4,ll7 

$3,339 
148 

$4.487 

$ s 

(l)zn the earlier years, encumbrances were considered part of expenditures for financial reporting purposes. Any cancelled encumbrances were then considered to be another financing source in the ensuing years. These earlier amounts have been adjusted in an attempt to be comparable to the later years. 

<2>As financial reporting has become more sophisticated, it has been necessary to record several retroactive adjustments to properly recognize many transactions. The need for such adjustments w~s ~~bstan­
tially eliminated by 1981. 
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APPENDIX TABLE II.A 

STATE GENERAL FUND 
EXPENDITURES BY CATEGORY AND FUNCTION 

nsCAL YEARS ~1980 - 1983 
(OOO's OMI'ITED) 

FNCT 
EXPENDITURE CATE60RY CODE FYJ980 FY198l FY1982 FY1983 -------------- ---- ------- ----· ----- -----I. STATE 60YERHtlENT OPERATIONS 

CONSTITUTIONAL 
OFFICERS: 

ATTORNEY GENERAL 6 SB,357 S9,41l S10,J36 SJ0,727 
6DVERNOR/LT. 60VERHDR 6 $1,513 $1,371 $1,430 U,559 
SECRETARY OF STATE 6 S678 014 S948 S952 
STATE TREASURER 6 S812 S678 S896 $1,008 
STATE AUDITOR 6 S24J $247 S269 $278 -- -------- ---- --SUBTOTAL U1,60J S12,B2J $13,679 $14,524 ---- - . ····--- ----JUDICIARY: 
DISTRICT COURT JUDGES 6 $10,948 SH,766 flt, 748 $12,293 
SUPRENE COURT 6 $31044 $3,697 S4, 171 $4,952 --- --· ..... ---~ ------SUBTOTAL $13, '192 -US,463 $15,'119 $17,245 ------ -- ---- -------LEGISLATIVE: 
HOUSE OF REPRESENTATIVES 6 $9,305 $10,664 Sl0,824 $12,108 
SENATE 6 S5,941 $7,270 S6,895 S7,915 
LEGISLATIVE AUDITOR 6 S1,Bl7 . $2,079 $2,170 s21 124 
REYISOR OF STATUTES 6 Sl,199 $1,573 st,978 S2,298 
OTHER LE6ISLATJYE COIIIJSSIONS 6 SJ,313 s1,,s6 SJ, 323 t1,1l7 

--···· - - - --- ------SUBTOTAL $19,595 S23,S42 $23,190 $25,582 ---- -------- ----
CENTRAL FINANCIAL AHD 
ADIUNISTRATI\1£: 

REVENUE 6 $2'3,978 $24,862 t-28, 054 $31,079 
AOHlNISTRATlOH 6 $14,464 $14,893 U5, 187 $15,-489 
FINANCE 6 $4.975 $5,050 S5,J60 SS,627 
EMPLOYEE RELATIONS 6 $2,845 $2,919 S3,087 Sl,206 
INVESTMENT BOARD 6 H'38 Sl,071 '1,213 SI ,2o3 ----·-- ------ ------- ---SUBTOTAL $47,200 f48,B55 $52,701 $56,606 ---- ------ ----- -------DIRECT SERVICE DEPARTMENTS: 
NATURAL RESOURCES N $35,782 $40,463 $39,638 $44,165 
PUBUC NELFARE H $19,5'9 S2u,334 120,4(13 S22,972 
EDUCATION E Sl01508 SJ0,475 tHI, 797 U0,866 
PUBLIC SAFETY p $11,912 $1J,987 S13, 1)28 Sll,875 
CORRECTI OHS 

J 
r, $9,382 $9,408 $9,449 $9,731 

HEALTH H SB,531 $8,962 $9,025 SS,894 
ENERGY, PLANHIN6, & DEYELOPNENT 6 $9 1 198 $9,761 SB,745 $7,394 
COHMERCE s t5,540 SS,778 $6,953 $6,546 
AGRICULTURE-EiC. GRAIN IHSPEC. N $5,592 $6,028 $6,399 S&,484 
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APPENDIX TABLE II.A (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURES BY CATEGORY Alq'D FUNCTION 

FISCAL YEA.RS 1980 - 1983 
(OOO's OMITTED) 

FNCT 
EXPENDITURE CATEGORY CODE FYJC/80 FY1981 FYJ982 FYt9B3 

---------------------- ------ ----- --------- ------- -----
A6RlCULTURE--6RAJN JNSPEC. N $7,099 $8,398 so so 
POLLUTION CONTROL N U,708 $4,853 S5,66il $5,709 
ZOOLOGICAL GARDENS N SS,005 $5,059 $4,919 $5,235 

LABOR AND INDUSTRY s $5,623 $5,805 S6,50o $6,856 
MILITARY AFFAIRS p s:s, 721 $3,979 S4,274 $4,318 
PUBLIC SERVICE/UTJLITIES s S3,586 $3,682 $3,798 $4,1341 
STATE UNIVERSITY BOARD E S2,9BB $3,004 $3,571 S4,066 
KECC E $3,339 $3,400 $3,247 $2,252 
COKKUNITY COLLEGE BOARD £ $2,397 $2,496 $3,062 S3,797 
HECB E Sl,473 Sl, 580 Sl,514 $2,0io 
ANJKAL HEALTH BOARD H $1,034 Sl,070 U,239 $1J080 
ECONOltlC SECURITY s $2,987 $4,351 $1,236 Sl,4J4 
HUltAN Rl6HTS s S922 $964 $1,101 $1,183 
KEDIATJON SERVICES s $816 $932 $1,007 $980 

OTHER DEPARTKENTS 0 $8,459 S9,f79 '9,514 SJ0,'301 
----- ----- ---- ----

SUBTOTAL $170,201 $182,048 $175,285 $184,373 

--------- --------- ------ -----
TOTAL NON-INSTITUTIONS $262,589 $282,729 S280,n4 $298,330 

------- ----- -------- -------
STATE INSTITUTIONS: 

STATE UNIVERSITIES E $96,439 $101,245 $121,169 $129,927 
COMMUNITY COLLEGES E $46, 1 J1 $49,598 $60,079 $62,506 
WELFARE INSTITUTIONS H $122,479 $133,911 $140,409 $148,954 
CORRECTIONAL FACILITIES p $32,234 $35,051 $38,074 $43,488 
VETERANS HOffES H $4,081 $5,129 $6,194 $7,449 
SCHOOLS: BRAILLE & DEAF E S3, BB~ $4,184 $4,921 SS,135 

--------- ---------- -·------- -------
.TOTAL INSTITUTIONS $305,228 $329,118 $370,846 $397,461 

----- ------ ----- ---
UNALLOCATED EXPENDITURES 0 U0,088 $16,070 $9,901 $9,331 

LESS: REJKBURSENENTS 
FRON OTHERS 0 ($15,7531 ($22,186} 1$19,652) tf15, 359) 

-------- ------ ·------- ------
TOTAL - STATE 60VERNNENT 

OPERATIONS $562,152 $605,731 $641,669 $689,763 

--------- --------- --------- ------
11. 1NTER60VERNl'IENTAL TRANSFERS 

SCHOOL AIDS: 
FOUNDATION AIDS E $644,413 $653,818 $749,871 $409,164 

CATEGORICAL AIDS: - ----- ----- ----
TRANSPORTATION E $88,435 $1(16,(188 $122,372 $75,943 
VOCATIONAL E $106,528 $123,546 U31,867 $tJ7,866 

SPECIAL EDUCATION E $87,353 $92,189 $105,669 $78,125 
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APPENDIX TABLE II.A (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURES BY CATEGORY AND FUNCTION 

FISCAL YEARS 1980 - 1983 
(OOO's OMITTED) 

FNCT 
EXPENDITURE CATE60RY CODE FY1980 FYJ981 FY1982 FYJ983 

------------------- ------- ----- ----- ------ ------
OTHER E $30,336 $33,829 $41,029 S27,943 

------- ----- ----- ----
SUBTOTAL: CATE60RJCAL AIDS $314,652 $355,652 $400,937 $299,877 ---- ---- ---- ---
CONTRIBUTIONS TO TEACHERS 

PENSION PLAHS E $137,833 $!50,773 U59,l78 SJ37,275 
--- --- ·---- -----

SUBTOTAL: SCHOOL AIDS Sl,096,898 $1,160,243 fJ,309,986 $646,316 
----- ----- --- --

AID TO U. OF NINNESOTA: 
HAIHTENAHCE l OPERATIONS E $174,320 $171,479 $206,493 $210,27! 
CATE601<ICAL E $47,823 $46,231 $44,939 S47,2SI{ 

----- ---- --- ---
SUBTOTAL: U. OF K. $222,143 $217,710 $251,432 $257,530 ------ -- ---
AID TO OTHER LOCAL 6DVTS, 

GENERAL SUPPORT: 
LOCAL 60VERNNENT AIDS X $230,182 $231,605 $202,889 $235,077 
ATTACHED HACHINERY CREDIT X $11,440 $11,491 Ul,238 $10,229 
DNR PAYNEHT IN LIEU X $4,901 $4,703 $4,328 
SHARED TAXES: 

TACONITE AIDS X $40,740 $41, (1.49 $46,279 S47,9J8 
POLICE AND FIRE AIDS p U'J,219 $20,837 $21,899 $22,031 
INHERITANCE TAX X $3,965 $0 

--- ------ ----- -----
SUBTOTAL: SHARED TArES $63,924 $61,886 $6S, l78 $69,949 

----- --- ------ ---
SUBTOTAL:6ENERAL SUPPORT AIDS $310,447 $309,085 t.286,633 $315,255 

--------- ------- -------·-- ---------
PR06RAII AIDS: 

WELFARE NON-BENEFIT AIDS: 
ADKIN I STRATI ON H $9,741 SS,894 $6,950 $0 
CSSA H N/A N/A NIA $47,564 
SOCIAL SERVICE l OTHER H $49,203 $55,803 $65,939 $20,175 

----- ---- ------ ------
SUBTOTAL: WELFARE NON-BEHFIT $58,944 $61,697 $72,889 $67,739 

PUBLIC TRANSIT T $26,562 $23,619 $16,201 $20,0H> 
CORRECTIONS p U0,323 fll,467 '12,513 $13,045 
CONKUNlTY HEALTH H $10,193 $12,255 $l1 1 401 $10,811 
SHADE TREE N $9,623 $8,415 $2,699 $() 
PLANNING l RECREATION N $3,262 $4,751 $3,682 $2,388 
CONT. TO LOCAL PENSIONS X $1,763 So,352 $10,754 U2,086 
HISTORICAL SOCIETY N $6,749 $7,279 $6,715 $6,578 

------ ---- ----- -----
SUBTOTAL:PROGRAN AI.OS $127,419 $135,835 '136,854 $132,657 
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APPENDIX TABLE II.A (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURES BY CATEGORY~ FUNCTION 

FISCAL YEARS 1980 - 1983 
(OOO's OMITTED) 

FNCT 
EXPENDITURE CATEGORY CODE FY1980 FY198I FY19B2 FYJ983 

----------------------- ----- ------- ----- ------ ----
OTHER AIDS TO LOCAL GOVTS. & 

fflSC. ADJUSTMENTS 0 '49,227 $66,982 $24,047 $18,459 
---- -- ----

TOTAL AIDS TO 
. OTH.ER LOCAL GOVERNHENTS $487,093 $511,902 $447,534 S-466,371· 

------ ------· ----- ---
TOTAL JHTER60VERNNENTAL TRANSFERS fl, 806,134 51 1889,855 $2,008,952 51 1570,217 

-------- ----- -----
Ill, DIRECT PROPERTY TAX RELIEF 

PAYMENTS TO LOCAL GOVERNMENTS: 
HOl'ISTEAD X $246,058 5362,530 $436,Bil0 $351,484 
TACONITE HDNSTEAD X $16,301 Sl7,542 SJ9,388 $19,llJ 
AGRICULTURAL X $37,034 $48,671 $68,377 $64,492 
REDUCED ASSESSMENT X $1(1,000 tl0,500 
WETLANDS I S3 1123 U,160 
NATIVE PRAIIUE X $100 SBS 
OTHER CREDITS X 

-------- ---- --------- -----
SUBTOTAL:CREDITS TO LOCAL 60VTS. $299,393 $428,743 S53i,788 $449,052 

------ ------- ______ ... ---
REFUNDS TO INDIVIDUALS: 

RENTERS X $75,799 $83,000 $90,783 $2,887 
HONEOlilWERS X $67,265 $51; 444 $25,CJ45 $28,811 
SENIORS~ DISABLED X $67,678 $59,2(10 $57,411 · S3,9SB 
TARGETED RELIEF X $2,749 $10,974 

---------- ------ ------- -------
SUBTOTAL: REFUNDS TO INDIVIDUALS $210,742 Sl9S,644 $176,888 '46,630 

---------- ------ ---------- ------
TOTAL DIRECT PROPERTY TAX RELIEF $510, 13.S $622,387 014,676 · S49S,1>82 

--------- --- ____ .,. ____ -------
IV. SUBSIDIES TO INDIVIDUALS 

WELFARE BENEFITS: 
NEDJCAL ASSISlANCE H $184,965 $221,274 $282,151 $312,369 
6.'4.K.C. H $36,970 U6,';08 $37,767 $33,813 
A.F.D.C. H Wt, 770 Hi,633 $81,172 178,557 
GENERAL ASSISTANCE H $8,835 $17,882 $13,609 $14,971 
K.S.A. H $6,006 $8,508 $10,306 $11,064 
CATASTROPHIC HLTH EXPENSE H $3,808 $11,914 NIA N/A 

--------- ---- ------- ----
SUBTOTAL: WELFARE BENEFITS $290,354 $378,119 $425,065 S450,n4 

---- --- ------ ---
HIGHER EDUCATION BENEFITS: 

STUDENT AIDS: 
SCHOLARSHIPS~ GRANTS E $16,942 $24,981 $24,733 $22,836 
AVTJ TUITION SUBSIDY E U,735 $1 1 329 $1,085 U,273 
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APPENDIX TABLE II.A (Cont'd.) 
STATE GENERAL FUND 

EXPENDITURES BY CATEGORY AND FUNCTION 
FISCAL YEARS.1980 - 1983 

(OOO's OMITTED) 

FNCT 
EXPENDITURE CATE60RY CODE FYJ980 FY19Bl FY1982 FVJ983 -------------------- --- ----- --- ---- ------

STUDENT WORK-STUDY E S2,502 $3,476 $2,594 $2,751 
PRIVATE COLLEGE AID E '4,630 $4,670 $3,417 $3,076 
INTER. TUTIOH l'<ECPTY. E $10,189 $4,992 $6,746 $5,284 --- ---- - ---

SUBTOTAL: STUDENT AIDS S351'98 $39,448 $38,575 $35,220 -- - --- ----
OTHER BENEFIT PROGRAKS: 

WEATHER. l HEATING s $31952 SI0,452 '9,720 so 
LONG-TERN SMELT. WORKSHOPS s $4,891 $5,602 $6,355 $6,649 
STATE YOUTH PR06RAK s $4,499 $2,503 S2,909 '368 
ECOHOKJC OPPORTUNITY s $1,037 Sl,211 Sl,181 SI,124 
VOCATIONAL REHABILITATION s $412 U,526 $3,847 $4,394 
KAYO KEDlCAL SCHOOL E Sl,305 S1,2n Sl,368 $1,297 -- --- -------

SUBTOTAL: OTHER BENEFITS $16,096 S22, n1 $25,380 '13,832 ------- --- ----- -----
TOTAL SUBSIDIES TO INDIVIDUALS $342,448 s«o,338 $489,020 $4'i9,826 ---- -- -----

Y. DEBT SERVICE 
GENERAL 08L16ATION BOND: 

REPAYKENTS: 
PRJNClf'lU. D $54,938 $61,493 $67,652 $68,051 
INTEREST D $35,835 $42,451 SSS,687 $62,124 
LESS:ACC.DEBT SERVICE D (S2,600J ($15,8791 ($19, 5961 ($19,924) ------ ----- --- -------

SUBTOTAL:6EH OBLG. BOND REPAY. $88,173 SSB,065 $103,743 $110,251 ---- --- ---- ------
SHORT TERN INTEREST D so SS,931 $31,559 $83,752 -------- -------- ---------- ---------TOTAL DEBT SERVICE 188,173 193,996 1135,302 $194,003 ---- ---- ----- --------

VI. JNTERFUND TRANSFERS 
HOUSING FINANCE AGENCY s $45,010 SJ,640 $19,087 so 
JROH RANGE RESC. • REHAB, s H0,843 $19,424 $22,936 SIS, 195 
tcORTHEAST KN ECON. PROT. s S8 1964 $9,358 SB,841> 12,603 
RETIREMENT FUNDS s $11,241 so SS,494 S13,054 
OTHER FUNDS 0 SS,9'30 S7,766 $4,854 $6,1i67 ------- ----- ------- ------

TOTAL FUND TRANSFERS $91,988 ne, 1sa $61,217 137,819 ----- ------- ------- ------
TOTAL GENERAL FUND EXPENDITURES 13,401,030 $3,690,495 S4,0SJ,036 S3,487,3JO 
ansscsc:nrmm:=a::======= ::=::ss•s== :nssn::n ===--= :sn=n= 
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EXPENDITURE FUNCTION 

APPENDIX TABLE II.A (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURES BY CATEGORY AND FUNCTION 

FISCAL YEARS 1980 - 1983 
(OOO's OMITTED) 

FY 1980 H 1981 FY 1982 FY 1983 

----------------------- ---- -·----- ------- -------
EDUCATION E U,523,483 U,594,660 U,809, 721 Sl.361,000 
GENERAL AIDS/PROPERTY TAJ RELF. X $803,126 Slf16,'m $990,164 $800,'92 
HEALTH & WELFARE H $515,215 $621,477 $686,625 $718,673 
GENERAL GOVERNMENT 6 SlOl,5B6 Sll0,442 f 114,234 $121,351 
ECONONIC SECURITY s $120,323 Hl,428 SI00,'76 $64,535 
PROTECTION OF. PERSONS p 186,791 Slf2, 729 199,237 $]06,488 
NATURAL RESOURCES l ENVIRON"ENT N '77,820 l85,246 $69,912 S70,559 
OTHER 0 SS'T,951 $77,911 $28,664 '29,699 
DEBT SERVICE D l88,173 $93,,96 $135,302 $194,003 
TRANSPORTATION T $26,562 S23,619 $16,201 120,010. ------- ------- ------- --

TOTAL S3,401,030 ll,690,495 $4,051,036 $3,487,310 
=========================:====== ==== ======== ======= ====== ============ 
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APPENDIX 'IAl:3LE II.B 

FEDER.AL FUND 
EXPENDITURE BY CATEGORIES AND FUNCTION 

FISCAL YE.ABS 1981-83 
(OOO's OMITrED) 

FNCT FYJ981 FY1982 FYJ983 
EXPENDITURE CATE60RY CODE EXPENDITURE EXPENDITURE EXPENDITURE ------------- -----
STATE 60VT OPERATIONS BY DEPARTl'IENT 

CONSTITUTIONAL OFFICERS: 
GOVERNOR 6 $122 SJ78 $186 
ATTORNEY GENERAL s $103 ·$148 $146 

---
SUBTOTAL $225 $326 $332 -- -- --

JUDICIARY: 
SUPREltE COURT 6 $542 $164 fJO -- ---

LEGtSLATlVE: 
LE61SLATJ\IE CDNNISSIONS 6 $15 $14 $JO --- --- ---

CENTRAL FINANCIAL AND ADNJN: 
ADNINISTRATJON 6 $41 $41 Ml? 
ENPLOYEE RaATIOHS 6 $109 $19 so ------· -- --

SUBTOTAL S150 - $60 $49 -- ----
DIRECT SERVICE DEPARTNENTS: 

ECONOKJC SECURITY s $60,220 $63,483 S-65,230 
HEALTH H $8,520 S9,805 SB,220 
PUBLIC llaFARE H $5,926 tS,222 16,334 
EDUCATION E $7,118 $6,337 $6,273 
POLLUTION CONTROL N $4,403 $4,939 $5,366 
KILITARY AFFAIRS p $2,334 $3,288 $4,369 
STATE UNIV~RSITY BOARD E $4,547 $2,055 Sl,562 
STATE CONNUNJTV COLLEGE BOARD E $2,738 S2,778 $2,636 
ENERGY, PLANNING AND DEVEL. 6 $J 1658 $3,342 11,987 
PUBLIC SAFETY p $2,721 $2,546 Sl,950 
NATURAL RESOURCES N '3,266 $1,756 $1,000 
LABOR AND I-HDUSTRY s $976 $1,060 $1,156 
CORRECTIONS p St,587 · $950 $629 
AGRICULTURE H $801 $502 $657 
HUNAN RJ6HTS s $344 '410 S335 
TRANSPORTATION T S374 $264 S238 
KINNESDTA ARTS BOARD N $145 $126 $157 
MlStaLANEOUS BOARDS AND CONK. 6 $885 S433 $149 -------- ------ --

SUBTOTAL Sh'i8,563 $109,296 $108,268 ---- ------- --
UNALLOCATED EXPENDITURES 0 $2,933 $367 U73 ------- -------- ---
HIGHWAY CONSTRUCTION T $167,507 $148,517 $173,124 , ------ -------- ---

TOTAL: STATE 60VERNNENT OPERATIONS S279,935 $258,744 $281,966 
------- ------- -----

INTERGOVERNl'IENTAL TRANSFER PAYMENTS: 
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APPENDIX TABLE~II.B (Cont'd.) 

FEDERAL FOND 
EXPENDITURE BY CATEGORIES AND FUNCTION 

FISCAL YEARS 1981-83 
(OOO's OMITTED) 

FNCT FY1981 F\'1982 FYl'i83 
EXPENDITURE CATEGORY CODE EXPENDITURE EXPENDITURE EXPENDITURE 

-------------------- ---- ------- -------
AID TO COUNTIES: 

SOCIAL SERVICES BLOCK GRANT H NIA $30,522 $43,910 
ADNlNISTRATION FEDERAL AIDS H $82,976 $47,152 $33,01'1 
COUNTY ROADS• BRIDGES T 129,752 $34,356 134,569 
FOOD STANPS H $5,413 17,143 $5,562 
CHILD WELFARE SERVICES H S26 SJ,458 $2,290 . --- -- --

SUBTOTAL-AID TD COUNTIES SUB, 167 $120,631 $119,347 
--- -- ---

AID TO SCHOOL DISTRICTS: 
SPECIAL EDUCAlIOH E $17,963 $17,942 f.18,857 
VOCATIONAL EDUCATION E $10,392 S9,J87 $8,053 
EDUCATION OF DISADVANTAGED E $37,892 $34,479 $33,135 
SCHOOL LUNCH E $57,029 $42,677 $43,698 
EDUC. DEYEL.-BLOCK GRANT E H/A NIA $6,138 
OTHER AIDS E $23,329 Sl4, 112 $10,910 

-- --- ----
SUBTOTAL-AID TO SCHOOLS $14",605 $118,397 $120,791 --- ---- --

AID TO CITIES: 
FEDERAL AIRPORT T $10,2l8 $3,963 '15,332 -- -- -----

TOTAL: INTERSOVTAL TRANSFER PYKTS $275,070 $242,991 $255,470 

·-------- ------- -----
SUBSIDIES TO INDIVIDUALS: 

NEDJCAL ASSISTANCE H '371,049 $412,415 $448,897 
AFDC H $124,275 $126,720 $120,700 
NEATHERIZATJON SUBSRANTS s $18,659 $5,927 $9,593 
EMERGENCY HEATING s $63,755 $65,883 $82,463 
JOB TRAINING 5 $11,838 $4,726 S5,795 
WOKEN, INFANTS AND CHILDREN H $14,951 $15,898 $20,714 
REFUGEE ASSISTANCE H $32,534 $31,680 $17,689 
ADOPTION ASSISTANCE H NIA 131 151 SS,430 

'KATERNAL AND CHILD HEALTH H $3,164 ,2,754 $1,722 
OTHER GRANTS 0 $8,408 $4,141 $4,756 
iASIC SUPPORT REHABILITATION s $6,829 $3,093 Sl,661 
A6JN6 GRANTS H tlu,539 $16,774 $)(1, 304 
HOUSJN6 RENT SUBSIDIES s $33,702 $42,650 $46,304 
STUDENT LOAN INTEREST SUBSIDIES E $12,2H $15,299 $7,868 

----- -------- ----
TOTAL: SUBSIDIES TO INDIVIDUALS $711,950 $745,117 $783,896 

------- ------- --
DEBT SERVICE D $238 $199 $187 

------- -----, 
UNALLOCATED 0 $56,953 $54,510 $51,225 

-------- ------ ---
TOTAL EXPENDITURES Sl,324,146 $1, 3(11 ,561 $1,372,744 
m:=::a:::::::::::s:::u=========== === ======== ========== ======== 

88 



APPENDIX TA:BLE II.B (Cont'd.) 

FEDER.AL FOND 
EXPENDITURE BY CATEGORIES AND FUNCTION 

FISCAL YEARS 1981-83 
(OOO's OMITTED) 

FNCT FY 1981 n 1982 FY 1983 
FUNCTION CODE EXPENDITURE EXPENDITURE EXPENDITURE ------ --- -------

HEALTH~ WELFARE H S659,373 $704,700 S724,788 
TRANSPORT A TI ON T $207,931 $187,100 $223,263 
ECONONIC SECURITY s $196,323 $187,232 S2l2,Sl7 
EDUCATION ~ Sli3,255 $1,44,866 $139,150 
NATURAL RESOURCES N $8,615 '7,323 '7,180 
PROTECTION OF PERSOHS p S6,642 $6,784 '6,'148 
GENERAL 60VERNIIENT 6 Sl,475 '4,339 S2,Sl7 
DEBT SERVICE I) $238 s:99 $187 
OTHER 0 $66,294 $59,()18 $56,154 ------ ------ ------

TOTAL $1 1324,146 $1,301,561 $1,372,744 
-====--===-===--=::::::::::::::--: ---= :::::::..::.:.:..;::: ==-:.====-=== ===-:::::::: 
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APPENDIX TABLE II.C 

STATE MISCELLANEOUS EXPENDITURES 
BY CATEGORY AND FUNCTION 

FISCAL YEAR 1981 
(000 1 s OMITTED) 

SlliTOTAL 

EirEl(l)!TLIRt tAT£6DkY 
FNCT SUFTOTAL llUT STATE GOVT SllffS TO TOTAL TOTAL 

CODE CURRall CAPITAL CUR & CAP SEkVlCE OPERATIOKS umv ST UPEND I6TP OllTUl\'S 

SPEClAl l'tEVEHIJE Ft»iDS: 
STATE AIRPORTS FUil!) T 
61111£ & Fl SH FUND N 

WS: 6 &i F"Fto I N 
&Jn FUNll 0 
,use r»--JAArce w 
n1sc n-ona o 
LESS: ,use FD FED S 0 

CAPITAL PROJECTS Fl>S: 
6EHERAl PlOJECTS FD 0 
JsUG f~EJ>Ut £ 
ilU6 fl-DNR l PCA N 
BLD6 fl}-ST lmSP ti 

BLDG ~CMRECTJOKS P 
W\6 f»--llTHE'R 0 
LESS: kMi FD FED S 0 

EIPENDAIILE T'RUST F~DS: 
EICOOtdl'IOO SCHOOi. Fma> f 
a«ooliHENT FOO D 
WE '11 MM ECON PROT FD H 
rc!JRA1. REHAB TR fl) N 

D:EBT Sffi'JCE FOO: 
PER FUiANCJAL STATEl'IOOS 0 
USS: AKTS ALU.ICA TEil TO OTHER f'1l 0 
LE:SS: K!SC AMTS ALLIICATED 0 
WS: A»J TO RECONC:ILJATIDH 0 

DE»ICATEJ> s FROII 6DfERAL FUO: 
COLI.EE TUITJDH fr FEES E 
UltAL. SHME· ·OF HOSP COST OF CARE ff 

TOTAL 

EIPEKDITURE FUKCTJOII 

TRANSPORTATION 
NATURAL RESOURCES & ENVIRONMENT 
OTHER 
El>IJCA Tl DH 
HEALTH l WELFARE 
PROTECTJDN OF PERSONS 

TOTALS 

T 
II 
0 
E 
ff 
p 

S3tCJ 

Sl7.B28 
Ct2,S7ll 
$1,284 

SlS,6'8 
·11570) 

1396 
SS17 

.521 415 
·$406 

Jl,072 
tl,76' 

'5341 

s.cs,sso 
Sl.,299 

S280 
12,052 

Ct2,S7ll 
t,6( 

12,£71 

12,o~ 
SS,£29 
'8,251 
SS,836 

U2,00B 
56,410 

SJ 

$0 
5670 

SH,880 
css, 142) 
Sl,248 

,c, 
us,n, 

· ts570) 
$(1 

s2,c2, 
56,146 

SJ0,'66 
'6;242 

Ul,OBb 
s&,n, 

1$34) 

'° '° 
" so 

till 
$0 

128 
·$0 

$(1 

so 
$(1 

$45,550 
'6,299 

so 
S425 Sl,095 545 

119,880 1143 
ISS,142) 
S2,?4B 1-408 

so 
sie,n, n,006 

(1570) 
tO 

S2,4'?9 
1.6,146 

fJO,W 
U,242 

$1'3,080 
15,lSS Sll,531 

CS34> 
so 
$0 

SS Sl6 
$0 

$Bl 
$0 

$J09,0B1 f109,J09 
1$117,Bm W17,89U 
(15,7801 CSS,7801 

($905) ($905) 
$0 

scs,sso 
16,299 

--- -------- ---

1390 
sn,,ss 
SJB,542 
546,067 
Sli,705 
U,072 

S280 
o,m 

$12,079 
ss,m 
15,836 

U2,008 

167(1 
s~,487 
00,,21 
SSl,696 
Sll,541 
SJ31 (18(1 

5425 tl,O'IS 
t(I SZS,487 

S9,860 M0,481 
$0 S5J,696 
so U2,541 
su sn,c,ao 

scs 
SJ.Cl 

S3,4l0 
so 
so 

'° 

$6 
•1, 140 s10,212 

520,023 5675 
(SS, JC2) 
12,656 177 

so 114,540 
121,345 51,381 

ts510) 
$C, 

S.21429 
Sc,146 

fJO,W 
'6,242 

1-13,080 
1-13,531 

034) 
50 
$0 

121 
$0 

183 
$0 

SI09,l09 
CS'17,89U 
tsS,780) 

CS91>5) 
$(1 

l45,Z50 
U,299 

11,m, 
125,63(1 
S43, 911 
151 1696 
Sl21541 
513,08(1 

18,725 

fflt 

SI0,212 
no,us 
U0,565 
UB,396 

•O 

" 

$0 
SU.352 
$20,698 
tsS,H2) 
S2,733 

SU,548 
122,726 

(t570} 

'° '2,811 
Sll,521 
S2S,27S 
'6,2U 

$13,080 
'22,256 

($)4) 

so 
121,021 

SlJ 

'° ll14 
so 

$J09,J09 
Ct97,89U 
(15,180) 

($90SJ 
so 

145,:.-50 
16,ffl 

Sll,lSl 
155,745 
1M,n, 

SI00,092 
112,MJ 
113,084') ----------

$90,SlJ S43,S64 11~,M5 116,285 1144,386 13,618 tJ47,,9B tfl,288 1247,28( ---= a==-a -=••-a :::m:azc.s: Rltll'1ltT:lln rm==: ~• ~ c==:::ca.c: 
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APPENDIX TABLE II.C (Cont'd.) 

STATE MISCELLANEOUS EXPENDITURES 
BY CATEGORY AND FUNCTION 

FISCAL YEAR 1982 
(000 1 s OMITTED) 

SUBTOTAL 
FWCT SUBTOTAL DEBT SUTE 60VT SUBS TO TOTAL TDTlu. 

EXPEl(DITURE CATE60kY CODE CUkftEIIT CAPITAL CUR~ CAP SEkYICE OPEkATIO~S JWDY ST tlPEND JETP OOTLAYS 

SPECIAL REVENUE FUNDS: $(1 $(1 ,o ,o 
Sl~TE AJkPOkTS FUND T «47 $144 $591 S386 S'i77 S24S $1,225 $7,006 SS,231 
6AftE • Fl SH FLIHD H S21,652 S2,594 S24,246 S86 S24,l32 5120 ,i4,4S2 ·514 f.24,466 
LESS: 6 ~ F FED s ti lll,B~ll IU,841) IS3 1682l ll3,682l Ul,682> c,3,6821 
6Jn FUND 0 '" ,o so so ,o S(I t(I ,o 
Ill SC FD- I kRkB N $(1 so ${I SJS,036 516,0:!-b 
IHSC FD-OTHER 0 S2;,439 S2, 398 S25,837 S203 S26, 040 11,408 S2),4-48 (~2391 $27,209 
LESS: tll SC FD Ft~, s D ($2361 ($2361 U2361 ($2lo) U236) 

CAPITAL PkOJECTS FDS: ,o ,o $(1 so 
6ENERAL PkOJECTS FD D 5141 S271 5412 U12 SJ l4J3 '3H S727 
IsLD6 Fir-EDUC E s:m S.879 H,253 '1,253 U,253 $26,721 $27,974 
BLD6: Fll-D~R ~ PCA w S3,5l3 $4, c.40 S7,STI S7,STI 1),573 J15,WJ '22,614 
BLD6 FD-ST 110SP H U,421 S2,987 16 1408 '6 1 4CIS t.6,408 U,408 
BLD6 Fl>-CORKECTJDHS p S557 $4,639 S5, 196 15,196 SS,J96 15,lC!la 
BLD6 F0:-0THER D SB,949 H,648 Sll, 5117 Sl,55B S17,155 S21573 J19,72S S12,025 Sll,7SJ 
LESS: BLDG FD FED s 0 (1501 IJ501 U50l HSO> (SS(J) 

EIPEMDA.BLE TkUST FUNDS: so so so so 
ENDONNENT SCHOOL FUtiD £ SCI so so S23,5(1'1 m.so9 
~D~ltEIIT FUND t~ Sl,300 001 11,601 Sl ,601 S784 S2,lSS J68 S-2, 453 
NE ftJNH ECOi/ PRDT FD H so so t,C) t,(L 
IIUf<AL REHAB TR FD N U20 "'U2CI f120 177 SJ97 f262 f.459 

DEBT SERVICE: FOO: $(1 so so $0 
PER FINANCIAL SlATEl'IENTS D S34 ,~ Sll6,60S Sl16,639 SJlo,639 SU6.639 
U:SS::AKTS ALLOCATED TD OTHER FD D SO (Sl12, 76B1 15112,766) ISU2,768J IS112, 71>B> 
LESS: KlSC AKTS ALLOCATED 0 so 1'4,2:nl (1,-4,~!3) ($4,233) (J.i,233} 
LESS: ADJ TD RECDWCJLlATJOH D so (f-450) lf-4501 (S450) CS..C50l 

DEDICATED S FROK 6ENERAL FUltD: so so S(I $0 
COLLEGE TUITJOH l- FEES E 151,575 $51,575 S5l,S75 S51,S75 S51,575 
LO.CAL ~SHARE OF HOSP COST OF CARE H $7 I 450 S7,450 $7,450 '7,450 sJ,450 ---------- ---- ---- --

TOTAL s12u,S6S ,21 1 060 $141,925 n,:-ss1 SJCS,312 t5,2ll tl50,S23 002, 757 1253,280 
=~::::rr=zc=-rrrc::r-:::r~a.z: a:.=.=:.:u:::& ~ :::::Z::.S.l:SS z:=.=.:.=:: s-:-- r-r --=~= 

"-"ZC:S::Z::: "'==-

EX~EIIDITIJRE FUNCTJOW 

TRANSPORTATION T U47 Sl44 S591 S386 1977 5248 SJ,225 S7,(,06 '8,231 
H~TURAL iESDURCES, E~VJfcOHNEHT H ~23, 464 14,793 S28,257 $86 S26, 343 $197 128,540 Sll,3S3 56.J,891 
OTHER D ,n.sn $7,618 Ul,195 S2,9J5 S44, llO U,766 US,876 SJ2,J68 161,044 
EDUCATION E fjl, 949 $879 S52,828 $0 S:i2 1828 so tS2,S28 SS{t,23(1 SJG3,Cl5B 
HEAL Tli l- WELFARE Ii 110,871 12,987 f13,BSB so Sll,BSB $0 Sll,~A $(1 Sll,858 
PROTECTION Of PERSO~S p S557 S4,639 ss, 196 $(1 ss,m, so SS,196 t,(1 f5,H6 ------ --- ----- ----- --------. 

TOTALS f120,B65 S2l,060 il4J,925 13,387 Sl45, 312 SS,211 USC,~3 SJ0~,757 t2Sl,280 
a:zs-a:.:::.:& s.:::--=== ss::==== ===== ====== ===--::11: --=-= ==- ==== 
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APPENDIX TABLE II.C (Cont'd.) 

STATE MISCELLANEOUS EXPENDITURES 
BY CATEGORY AND FUNCTION 

FISCAL YEAR 1983 
(OOO's OMITTED) 

SU!ITDTAL 
FNCT SUBTOTAL DEC'T STATE 60VT SUBS TO TOTAL TDl~ 

[IPEWDITUR£ CAT£60RY CODE CUKkEllT CAPITAL CUR~ CAP SiJ<\llCE DPEkATIDIIS UIDV ST EIPEllD I6lP OUTLAYS 

SPECIAL REVENUE FUNDS: f.-0 ,o ,o so 
STATE AIRPORTS FUND T 1493 '6B 1581 ,o SS8I ,o 1581 19.0CM 19,515 
6M£ l FISH FUHD ll S2l,494 ,,,649 126,143 162 126,225 ,o 126,225 121l 126,436 
USS: 6 l F F£D s ll <U,625) (Sl,6251 U!,2501 ll3,2'S0l (S3,250l (13,250) 
Gin FUND D ,o ,o ,o ,o ,o ,o so '° ,use F~JRRI'<& ti 1(1 1(/ ,o S1B,'l73 118,ffl 
IUSC FO-DTH£k D '3u,B34 14,0lS Sl-4, !52 1203 Sl5,0S5 so SlS,OSS n,,n ™,m 
LESS: ftlSC FD FED I D U269l CS269l U2691 c12,,1 (1269) 

CA~JlAl PROJECTS FDS: ,o ,o t,(I so 
6ENEI<AL PROJECTS FD D 1345 '93 "438 '438 10 IClS 1358 1796 

.· ilLDo FO-EDUC E IJ,027 U,362 12,389 S2,381r 12,lB, su, 70CI '14,089 
BL.06 FHNR l PCA II 13,844 '1,7~ •~,628 15,628 IS,628 s10.2Sl SlS,881 
~ Fil-ST HOSP H U82· 1253 11,m U,2l5 IJ,235 s1,m 
iLD6 FD-toRRECTJONS p Mil SJ, 13, Sl,'3CI Sl,630 . ,1,nv S.l,'10 
Wl6 Fll-DTHER D '3,104 1573 13,677 ,2, 923 16,600 so S.6,600 ll 1 JJ4 S7,7U 
LESS:· 81.1)6 FD F£D I 0 (126) CS261 CS26J CS26) (126,1 

EIPEKD-A8LE TltUST FUKDS: ,o so so '° EliDOWKEIIT SCHOOL FUltD E f.-0 so ,o S25,217 S25,217 
EXOOWKEIIT FUND 0 S2,2o4 1263 12,547 i2,547 11,403 -i:s,,so If, 13,'50 
NE ftlNli ECON PROT FD ti ~,78' S2J9 S5,00B 15,008 S78 SS,686 •~oao 
RURAl REHAB TR Fl II Sll2 ,m lll2 so sm 1588 1'20 

DEBT SERVICE FUND: s.o so 10 ,o 
PER FJNANCJAl. STATEftEIITS D s.86 566 Sl30,B39 SllO, 925 1130,'25 Sll0,92S 
LESS: AKTS AL.lDCAID TO OTHER FD 0 so CUJB,'961 1$118,'98) 11118, 998) CS11B,99Bl 

. LESS: IUSC AlfTS AL.LOCATED 0 so til,2081 fl3,2(18) fSl,208> CSl,208) 
·LESS: ADJ TO l<ECONCJLJATJON 0 10 S39 -,39 S39 139 

DEDJCAID t FRO" 6ENERAL FOO: so so f.-0 '° CDLL£GE TUITJOH • FEES E 161,523 161;523 161,S23 f.&1,523 161,m 
LOCAL SHAf<E DF HOSP COST OF CARE H 18,00 18,049 18,0-4, se,oo '8,049 ------ --- --

TOTAL U39,m UO,B36 uso,m Ul,880 S162,.CS3 U,481 Ul.3,93C 187,097 5251,631 
:rn::s:::::csc=r: r::--c:c-==-===:: ar:::=.--:s cc:.::a:a:= ee--rr::r:: m.:::=== &a::::::::::: err-- m 

ErPENDITURE FUHCTION 

H<l1MS~ORTATJDN 1 f.03 see SSBI 1(1 1581 10 SSBJ 19,0(1.( 19,5115 
NATURAL RESOURCES• EKVIRDHlfENT -N rn,,834 S3,027 133,861 182 sn,9(3 S7B S3-C,02J l36,027 164,048 
ulHER D Slb,338 1-C, 967 141,305 111,798 153, J(13 SJ,4(13 154.506 111,149 165,£55 
£DUCATJOH E 1&2,S5C1 11,362 '6!,912 Iii 163,~12 ,o S.&3,912 t3', ljJ7 SJOO,S:Z, 
H:AL TH l lfEl.FAl'<E H t9,031 $253 n,284 1(1 0,28~ $0 19,294 so S'i.28-4 
YkOTECTJOW OF PEKSOWS f' $491 U,139 SJ ,63(1 ,c, U,630 so 11,63(/ '" JJ.'30 ------- ----- --

TOTALS $139,737 $10,836 $150,573 Sll ,6B(1 sm,c~ U,481 u,~,'i'3< llti,,l97 S251.0:S1 
r-r-sm a:--:=:.:= ::::::...-:::: s:::::::s:::: ---::.=::: ====== c~====::.:: &rc-e:::rac c..-===zt 
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APPENDIX TABLE 11.D 

COMPUTATION OF TOTAL STATE SPENDING 
INTERFUND ADJUSTMENTS BY FUNCTION 

FISCAL YEAR 1981 
(OOO's OMITTED) 

SHIFT 
ADJUSTEli FUND ADJUSTED FUND ADJUSTED 

FUNCTION GEN fUNli ADJUSTKENT GEN FUND FEDERAL f ADJUSTHENT FEDERAL $ HIIY HONIES COtlf FUNDS IUSC DEii FDS TOTALS 

------------------------------- ---------- --------- ---------- ---------- ---------- ---------- ---------- ·--------- ---------- -----------
EDUCATION U,5~4,66o 045,55Cli U,549,110 $173,255 U73,255 HOv,092 fl,822,457 

GEN£RAL AIDS/fROf'ERH TAX RELF. $916,987 $916,967 NIA N/A '916,987 

HEALTH• WELFARE $621,477 066,0(19) $555,46B $659,373 U,023 $662,396 $12,541 ti ,230,405 

GENERAL 60VERNNENT $11(1,442 UlCl,442 '3,475 U,475 Ull,917 

ECONOKIC SECURITi' $73,428 $73,428 U96,32l $196,323 rn.4,122 $634,473 

PROTECTION OF PERSONS $92,729 '92,729 '6,642 $6,642 $13,080 Ul2,4Sl 

NATURAL RESOURCES l EHVl~ONKEHT $85,24c $85,246 $8,615 $8,615 $55,745 $149,606 

TRANSPORTATION ,n11i19 $23,619 $207,931 $207,931 $386,361 U0,927 $628,838 

DEBT SERVICE $93,996 $93,996 $238 $238 59,588 Uu,285 '114,107 

OTHER H7,911 '77,911 $68,294 ($26,259} $42,035 $44,616 $164,562 

----------- --------- ----------- ----------- ------------ ----------- ----------- ----------- ----------- --·--------
TOTAL 53,690,495 (Slll,559} 53,578,936 $1,324,146 ($23,236) U ,300, 910 $395,949 $364,722 ,247,286 $5,887,803 

UNALLOCATED ADJUSTKENTS ($19,020) 'J:.l IU6,770l.l 035,790 

\.0 
w 

BASE TOTAL il,559,916 $1,284,136 095,949 $364,722 $247,286 $5,852,009 

=============================== =========== ========= =========== =========== =========== =========== ======-====== =========== =========== ---=---===-

1/ 
- Includes ($3,018) million double count (federal) adjustment; transfer adjustment of ($38,188) million; and 

various feimbursements from other funds totaling $22,186 million. See Appendi.x Table IA. 

:!:./ Transfers excluding debt service. See Appendix Table IA. 



\.0 
-"" 

SHIFT 
ADJUSTED 

FUNCTION GEN FUND 

APPENDIX TABLE II.D (Cont'd.) 

COMPUTAT_ION OF TOTAL STATE SPENDING 
INTERFUNp ADJUSTMENTS BY FUNCTION 

FISCAL YEAR 1982 
(OOO's OMITTED) 

FUND ADJUSTED FUND 
ADJUST HE NT GEN FUND FEDERAL S ADJUST KENT 

-------.----------------------- ---------- --------- ---------- ---------- -----------
rnuCATION U,809, 721 1$51,575) $1 I ]58, 146 $144,866 

GENERAL AIDS/PROPERTY TAK RELF. ,U,057 1 845 U,057,845 N/{; 

HEAL TH l WELFARE $686,625 U77, 7/J9l $608,856 $7(14, 7(1iJ $5,269 

6ENERAL 6DVERNl1ENT $114,234 $114,234 H,339 

ECONOIUC SEC UR I H $100,976 $100,976 UB7,232 

PROTECTION OF PERSONS $99,237 $99,237 $6,784 

NAlURAL RESOURCES l ENYIRONHEHT $69,912 $69,912 $7,323 

TRANSPORT A Tl ON U6, 2(1 I $16,201 UB7, 100 

DEBT SERYJCE $135,302 $US, 302 $199 

OTHER $26,664 $28,664 $59,018 ($45,725) 

ADJUSTEP 
FEDERAL $ HWY HONIES 

---------- ----------
UH,Bbb 

NIA 
$7lt7,%9 

$4,33~ 
U87,232 

S6,784 
$7,323 

$187, 10{) '431,420 
$199 $8,B26 

U3,2l3 

----------- --------- ----------- ------·---- ------------ ----------- -----------
TOTAL H,IIB,717 '3,989,373 U,301,561 $1,259,105 $440,246 

UNALLOCATED ADJUSTIIENTS 052,536¢./ U6011 'l:..I 

BASE TOTAL $3,936,837 $440,246 

=============================== =========== =========== ---------------------- =========== 

COIIP FUNDS IIISC DED FDS TOTALS 

---------- ·--------- -----------
SI031 <JSB S2,006,07v 

U,057,B45 
Sll,B58 u,:no,6a3 

.UB,573 
$422,218 $710,426 

$5,196 Ull,217 
S6l,B07 $139,042 
$7,845 .642,566 
$3,387 $147,714 

$58,129 $100,086 

----------- ----------- -----------
'422,218 $253,280 $6,364,222 

1$53, ll71 

$422,218 

=======-=== =========== =========== 

1/ 
- Includes ($4,256) million double count (federal) adjustment; transfer adjustment of ($67,932) million; and 

various reimbursements from other funds totaling $19,652 million. See Appe~dix Table IB. 

2/ 
"""" Transfers excluding debt service. See Appendix Table IB. 



\0 
tn 

SHIFT 
ADJUSTED 

FUNCTION GEN FUND 

------·------------------------ ----------
EDUCATION U,560,415 
GENERAL AIDSiPROPERTY TAX RELF. ~1,081, ll8 
HEALTH l WELFARE $718,673 
GENERAL 60VERNKENT $121,351 
ECOtmNIC SECURIH $64,535 
PROTECTION OF PERSONS $106,488 
NATURAL RESOUHCES & ENVIRONHENT '70,559 
TRAHSfOIHATION $7(1, 010 
DDT SERVICE $194,0(13 
OTHER SlY,699 

-----------

fUNO 
ADJUSTHENT 

APPENDIX TABLE II.D (Cont'd.) 

COMPUTATION OF TOTAL STATE SPENDING 
INTERFUND ADJUSTMENTS BY FUNCTION 

FISCAL YEAR 1983 
(OOO's OMITTED) 

ADJUSTED FUND ADJUSTED 
6EN FUND FEDERAL$ ADJUSTNENT FEDERAL$ 

--------- ---------- ---------- ---------- ----------
W,1,523) U,498,892 $139,150 $139, l50 

U,081, 118 NIA NIA 
U85,l82i $633,291 $724,788 $4,889 $729,677 

$121,351 $2,537 $2,537 
$64,535 $212,537 $212,537 

$106,488 $6,948 $6,948 
$7(1,559 $7 1 1Bil '7,180 
$20,010 $223,263 $223,263 

$194,003 $187 $187 
$29,699 $56,154 040,339) $15,815 

HWY MONIES 
----------

$483,429 
$8,560 

--------- ----------- ----------- ------------ ----------- -----------
TOTAL $3,966,851 ($146,905) $3,819,946 U,372,744 ($35,450) U,337,294 $491,989 

UNALLOCATED ADJUSTHENTS 027,64711/ 02,556)£/ 

MSE TOTAL $3,792,299 $1,334; 738 $491,989 

COHP FUNDS. KISC OED FDS TOTALS 

---------- ---------- -----------
$100,829 $1,738,871 

$I ,OBJ t 118 
$9,284 $1,372,252 

$123,888 
$631,862 $908,934 

$1,630 $115,066 
$63,966 1141,7(15 
$9,585 $736,287 

$11, 88(1 $214,630 
S53,B57 $99,371 

----------- ----------- -----------
$631,862 $251,031 $6,532,122 

030,2031 

$631,862 $251,031 $6,501,919 

=============================== =========== ========= =========== ----==----- --:--=----- =========== =========== =========== =========== ==========• 

1/ Includes ($5,187) million double count (federal) adjustment; transfer adjustment of ($37,819) million; and 

various reimbursements from other funds totaling $15,359 million. See Appendix Table IC. 

'!:../ Transfers excluding debt service. See Appendix Table IC. 





APPENDIX TABLE III 

STATE GEh"'ERAL FUND 
EXPENDITURE SHIFTS BY PROGRAM 

1982-83 BIENNIUM 
(OOO's OMITTED) 

PRO&RAK/EXPLANATION OF SHIFT FY 
1,82 

FY BIENNIUN 
1983 1982·83 -------------------- ■--------------

I. SCHOOL AIDS 
FOUNDATION AIDS 

CHANGE FRON 90/10 TD 85/15 PYNT SCHEDULE $(1 $20,162 $20,162 
PROPERTY TAX-EARLY REC06NJTION $(1 $125,627 $125,627 

-------- -------SUBTOTAL-FOUNDATION AIDS so $145,789 $145,789 __ .. ____ --------TRANSPORTATION AIDS 
CHAH6E FRON 90/10 TO 85/15 PYKT SCHEDULE so $3,872 S3,B72 
PROPERTY TAX-EARLY R£C06HITJON so $7,232 $7,232 

-------- -----SUBTOTAL-TRANSPORTATION AIDS so $11, 10<4 $11,104 

·------- -------VOCATIONAL AIDS 
CHANGE FRON 90/10 TD 85/15 PYNT SCHEDULE $0 SJ0,316 $10,316 
PROPERTY TAX· EARLY RECOGNITION so Sl,809 $3,809 

------- -------SUBTOTAL-VOCATIONAL AIDS so S14,125 $14,125 

------- ---------SPECIAL EDUCATION AIDS 
CHANGE FRON 90/10 TO 85/15 PVNT SCHEDULE so $3,'194 13,994 
PROPERTY TAX-EARLY REC06NITION so $21,324 $21,324 

-=-·------ -------SUBTOTAL-SPEC. ED. AIDS $(1 $25,318 $25,318 

-------- ------OTHER EDUCATION AIDS 
CHANGE FRON 90/10 TO 85115 PYNT SCHEDULE so S2,Ct91 $2,091 
PROPERTY TAr-EARLY REC06NITION $0 $988 $988 

-------- --------SUBTOTAL-OTHER EDUCATION AIDS $0 f3,079 $3,079 

-------- --------TOTAL SCHOOL AID SHIFTS so $199,415 1199,415 

--------- --------II. GENERAL SUPPORT 
LOCAL GOVERNNEHT AIDS 

SHIFTING NARCH PYKT TO JULY-1982 $67,681 ($67,681) $(1 
SHIFTING KARCH PYKT TO JULY-1'183 so $73,390 $73,390 

------ --------SUBTOTAL LOCAL GOYERffflEHT AIDS '67,681 SS,709 $73,390 

------- --------ATTACHED MACHINERY CREDIT 
CHANGE TO SCHOOL AID PYKT SCHEbULE so $432 $432 
PROPERTY TAX-EARLY REC06HITION so t251 · $251 

-------- ---------SUBTOTAL-ATTACHED KACHINERY $(1 $683 $683 

------ -----
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APPENDIX TABLE III (Cont'd.) 
STATE GENERAL FUND 

EXPENDITURE SHIFTS BY PROGRAM 
1982-83 BIENNIUM 

(OOO's OMITTED) 
PR06RIIK/£XPLAHAT10tl OF SHIFT FY FY iJ£NIIIUft 

1'82 1983 198Nl 

J)HR PYftT JN LIEU Of TAXES 
CHAN6E P'4Jlt£NT DATE ,o M,285 f4,l!85 

---·-- ---TOTAL 6EHERAL SUPPORT AIDS $67,681 110,677 S78~ 

----lll.tJR£Cl PROPERTY TAI RELIEF 
f'AYftEHTS TD LOCAL 60VffclCK£NTS 

Hlll'l£STEAD CR£DfT 
CHANGE TD SCHOOL AJD PYKT SCHEDULE ,o Sll,821 Sll,Bf21 
PROPERTY TAI-EARLY R£C0611ITION ,o ,,0,110 f60 1.IH 

---SUBTOTAL-HOMESTEAD CREDIT ,o 591,931 591,'JIISJ 

--· --AGRICULTURAL CREDIT 
CHANGE TO SCHOOL AJD PYKT SCHEDULE ,o 13,325 fl,J:.!5 
PROPERTY TAl·EI\RLY R£C06NITJON '° fl&,644 SIB,.614 

------ -----SUBTOTAL-A6RlCULTURAl CREDITS so '21,'69 s21a•, 
----REDUCED ASSESSMENT CREDIT 

CHAH6E TO SCHOOL AJD PYKT SCHEDULE ,o $899 Sffl 
PROPERTY TAI-EARLY R£C06NJTJON '° '762 ma 

----- ----SUBTOTAL•R£DUC£0 llSSESSKENT CREDIT ,o ,1, 1161 SJ,a:t 

-----lfETLANflS CREDIT 
CHANGE TD SCHOOL AID PYKT SCHEDULE ,o 1314 UM 
PROPERTY TAX-EARLY R£C06NTlDH '" $158 HSI 

--------SUBTOTAL-IIE'TLAHDS CREDIT ,o 1472 t4'l2 

-----NATJVE PRARlE CREDIT 
CHANGE TO SCHOOL AID PYNT SCHEDULE so SB • PROPERTY TAI-EARLY REC06NITION so '7 17 

------ --SUBTOTAL-NATIVE PRARIE CREDIT '" SIS t.JS 
............. ----TOTAL·P~YftENTS TC LOCAL 60VERNNENTS fO Sll6,046 Ul6,0U 

------- ---REFUNDS TO JHDIYIDI.IALS 
RENTERS CREDIT 

CHAN6E JN PY"T DATES so ff7,l01 t97,lltl 

SENIORS AND DJSA.8L£D CREDIT 
CHANGE PYIIT DATES ,o 156.100 t56,ilo 

TOlAL·REFWIDS TO INDIYJDUALS ,o USl,401 $153,•t 

·------ ----TOTAL DlRECT·PROPERTY TAI RELIEF ,o $269,449 $269,449 

----
TOTAL-All SHIFTS 567,681 $479,541 ,sc1,m 
au ... uas••••••nuasacus.aasnaauassacc::i:::au csaa:au ···- ttSS ♦ I 
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APPENDIX TABLE IV 

STATE GENERAL FUND 
EXPENDITURE CUTS 

FY 1982 
(OOO's OMITTED) 

CUTS 
POTENTIALLY 

1NPACTIN6 
PROGRANIEXPLANATION LOCAL TAXES 

CUTS NOT 
1NPACTIN6 
LOCAL TAX 

EFFORT TOTAL ------- -------------
AIDS TO UNIV, OF KINN. 

'8l-3SP-2-J so S6,807 S6,S07 

AJDS TO OTHER LOCAL GOV'TS 
PUBLIC TRAHSJT AIDS 

'B1-3SP-2-I so $1,229 SJ,229 
CORRECTIONS AIDS 

'81·3SP-2-I $0 $700 $700 
----

TOTAL CUTS TO INTERGOV'TAL TSFRS ,o $8,736 SB, 73i, 
---

DIRECT PROPERTY TAX RELIEF 
RENTERS' CREDIT 

'81-3SP-2-4CBX PYKT REDUCTIOlil $0 $7,894 $7,894 
-------

SUBSIDIES TO INDlVIDUALS 
ftAYO MEDICAL SCHOOL 

'81-3SP-2-I $0 $120 $120 
------

TRANSFERS: 
HISTORICAL SOCIETY 

'81·3SP-2-l S(l $636 $636 
-----

TOTALS FY82 CUTS so $17,386 $17,386 
c:::::::.:::::.::::=:::::-':"::--=:=:::== =:===== ------- ===== ---------
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PROGRAN/EXPLANATIOH 

APPENDIX TABLE IV (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURE CUTS 
SPECIAL SESSIONS 

FY 1983 
(OOO's OMITTED) 

CUTS lHPACTIH6 LOCAL TAX EFFORT 

JHTENDE[t TO 
INCREASE PROP 

TAX 

POTENTI ALL V 
INCREASE 
PROP TAX 

CUTS NOT 
UIPACTIH6 LOCAL 

TAX EFFORT 
TOTAL 

CUTS 

---------------------------I, SCHOOL AIDS 
FOUNDATION AIDS: 

-ELIHENTRY SUMER SCHOOL AID 
-DECREASE FORHULA ALLOWANCE<l416 TO 13461 

AND RAISE LOCAL HILLS FROl'I 23 TO 24 
-GENERAL REDUCTION '8l-3SP~2-2 
-GENERAL REDUCTION '82-3SP-l-3 

SUBTOTAL-FOUNDATION AIDS 

TRANSPORTATION AIDS: 
-INCREASE LOCAL HIUS FRON l TO 2 
-GENERAL REDUCTION '8l-3SP-2-2 
-GENERAL REDUCTION '82-lSP-1-3 

'Bl-lSP-2-9-2 

SUBTOTAL-TRANSPORTATION AIDS 

SPECIAL EDUCATION AIDS: 
-7.5% CUT-'81-lSP-2-2 
-GENERAL REDUCTION-'B1-lSP-2-2 
~GENERAL REDUCTION-'82-lSP-1-3 

SUBTOTAL-SPEC.ED. AIDS 

VOCATIONAL EDUC. AIDS: 
-7.5 OR 8% CUT-'81-lSP-2-2 
-GENERAL REDUCTION '8J-3SP-2-2 
-GENERAL REDUCTION '82-3SP-1-3 

SU8TOTAL-VOC. ED. AIDS 

OTHER EDUCATIONAL AIDS: 
-7.5 OR 8% CUT-'81-3SP-2-2 
-GENERAL REDUCTION '81-lSP-2-2 
-GENERAL REDUCTION '82-3SP-1·3 

SUBTOTAL-OTHER AIDS 

CONTRIBUTION TO TEACHERS' PENSION PLAN 
-'82-3SP-1-2 

TOTAL SCHOOL AIDS 

to 

S34,655 
$0 
to 

S34,655 

$34,655 
$0 
$0 
$(1 

S34,655 

$0 
$0 
$0 

$0 
t(I 

$(1 

$0 

$0 
$0 
$0 

$0 

so 

$69,310 

100 

$12,066 

$33,827 
$22,162 
$12,972 

$81,027 

$0 
$2,266 
Sl,306 
H,05(1 

17,622 

S7,443 
U,685 

$971 

tt0,099 

$9,166 
$2,025 
$1,538 

$12,731 

$2,191 
U59 
$213 

$2,863 

$0 

$114,342 

so 
$0 
so 

$0 

so 
$0 
so 
so 

so 

so 
so 
so 

so 

so 
$0 
$0 

$0 

so 
so 
$0 

so 

·s2B,568 

$28,568 

$12,066 

$68,482 
S22, 162 
S12,'172 

'115,682 

$34,655 
S2,266 
Sl,306 
$4,050 

$7,443 
U,685 

$971 

S9, 168 
S2,025 
Sl,538 

$12,731 

S2,191 
S459 
S213 

$2,863 

$28,568 

$212,220 



PROSRAN/EXPLANATJON 

APPENDIX TABLE IV (Cont'd.) 

STATE GENERAL FOND 
EXPENDITURE CUTS 
SPECIAL SESSIONS 

FY 1983 
(OOO's omD) 

CUTS 1NPACTJN6 LOCAL TAX EFFORT 

ItlTEHDEJI TO 
INCREASE PROP 

TAI 

POTENTIALLY 
INCREASE 
PROP TAX 

CUTS HOT 
INPACTIN6 LOCAL 

TAX EFFORT 
TOTAL 

CUTS 

----------------------------·-------- --------------·· ··----------IJ. AID TO UNIVERSITY OF NJNHESOTA 
-'81-3SP·2·I $0 so $13,430 $13,43(1 
·'82-641·1 $0 $0 $450 S45u 
·'82·3SP-J-2 $0 $(1 $6.432 $6,432 -- --TOTAL U OF N $0 $(1 $20,312 $20,312 -- --

III.AID TO OTHER LOCAL SOI/ERNNENTS 
LOCAL GOV'T AIDS 

-'Sl·:SSP-2-4 $0 Sl0,000 so $30,(t(IO 
·'82-3SP-l-4 $0 S5,684 $(1 S5,684 --- .---- -- ---

SUBTOTAL-LOCAL SOY'T AIDS $0 $35,684 so $35,684 -- --- -- ---
PUBLIC TRANSIT AIDS 

-'81-lSP-2-I so $() S4,045 '4,045 
-'82-641-I so so U,206 Sl,206 
·'82-lSP-I-2 so so S:S,675 tl,675 
-'83-643 $0 $(l $2,243 S2,243 --- -- ---

SUBTOTAL-PUBLIC TRANSIT AIDS so S(I SH, 169 $11 t Jo9 
--·-····· ---

CORRECTION AIDS 
-'82-3SP-1-2 $0 S200 so $200 
·'81-3SP-21 $(1 f1 1628 so $1 1628 
-'83-643 to S346 so $346 --- ---- -- -------

SUBTOTAL-CORRECTIONS AIDS so S2, 174 •o S2,174 ------ ------ ---- --------
CONNUNITY HEALTH AIDS 

-'82-lSP-l-2 $0 $1,528 $0 Sl,528 ----- -------- ------ ------
WELFARE ADNIN AID 

-SUSPENDED BY'8J-3SP-2-l·SUB 4 so $6,950 so s6,CJ5u ------- -------- ------ -------
TOTAL CUTS-IHTER60VERNNENTAL TRANSFERS $69,310 $160,678 f60,049 $290,037 

----- --- -- ---
IV. DIRECT PROPERTY TAI RELIEF 

HONESTEAD CREDIT 
-'82-641-2 '32,000 $0 $0 '32,000 ------ ------- ---- ---

Y. SUBSIDIES TO lNDiYIDUALS 
NEDICAL ASSISTANCE 

-41 REDUCTION TO VENDOR PYKTS '82-3SP·J-2 $0 $(1 $5,525 $5,525 
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APPENDIX TABLE IV (Cont'd.) 

STATE GENERAL FUND 
EXPENDITURE CUTS 
SPECIAL s·EsSIONS 

PR06RAN/EXPLANATJON 

HIGHER ED-SCHOLARSHIPS l GRANTS 
·'81-3SP-2-I 

Hl6HER ED-PRIVATE COLLEGE CONTRACT 
-'B1-3SP-2·J 
-'BFSSP-I-2 

SllBTOTAL-f>RIYATE COLLEGE CONTRACT 

KAYO NEDICAL SCHOOL 
-'81-3SP-2-l 

TOTAL SUBSIDIES CUT 

YI. TRANSFERS 
NINHESOTA HISTORICAL SOCIETY 

-'8l-3SP-2-I 
-'82-641-I 
-'B2-3SP-J-2 

SUBTOTAL HISTORICAL SOCIETY 

TOTAL FY83 CUTS 

FY 1983 
(000' s OMI'ITED) 

CUTS IKPACTIH6 LOCAL TAI EFFORT 

INTENDED TO 
INCREASE PROP 

TAX 

so 

$(1 

$0 

--
$(1 

so 

so 
-----

so 
$0 

$0 

---
so 

--------
$101,310 

====== 

102 

POTENTI All Y 
INCREASE 
PROP TAX 

$0 

so 
$(1 

----
$0 

so 
-------

so 
-·------

so 
$(1 

so 
--------

$(1 

-------
$160,678 

========= 

CUTS NOT 
I"PACTJN6 LOCAL 

TAX EFFORT 
TOTAL 

CUTS 

-------
$1,900 

$302 
$40 

$3-42 

$250 

$8,017 
·""----

$970 
$122 
$200 

---
$1,292 

-----
569,lSS 

======= 

$1 1900 

1302 
$40 

1342 

S250 

$8,017 

$970 
S122 
S200 

Sl,292 
---
Sl31,3U 

S::C:ll D D ll 1 



APPENDIX TABLE V 

STATE GENERAL FUND 
OTHER NON-ECONOMIC FACTORS INFLUENCING COMPARABILITY OF EXPENDITURES 

FY 1982-83 
(OOO's OMITTED) 

ESTJNATEll JNPACT 

PRO6RAN ACTION FY1982 FY1983 
---·--------------------■ •• --

SCHOOL AIDS-FOUNDATION 
-21 tU LLS-L 982 ($70,000} so 

PRO6RAN ENDING DURING PERIOD 
-SHADE TREE DISEASE (S2,6119) so 
-WEATHERIZATJON (S«l, 720) so 

SUBSIDIES TO INDIVIDUALS 
-11EllltAL ASSISTANCE PENALTY (SB,000) ($21,590) 
-AFDC FED ONNIBUS REC ACT OF '81 Sl,700 S4,4(1() 

-GANC 'Bl LAWS CH 360 ART 2 SEC 2 S2S,715 141,670 
----- ---

NET ADJUSTNENT TO 'B2 & '83 EXPENDITURES (Sb5,004l $24,480 

=----=- -==================== ======= ====== 
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FY 
NAJOR TAX LAN CHANSES:1961·84 82 

APPENDIX TABLE VI 

STATE GENER.AL FUND 
ESTIMATED IMPACT OF MAJOR TAX LAW CHANGES 

FISCAL YEARS 1982 to 1984 est. 
(000,000's OMITTED) 

EST. SEE 
FY FY TABLE 
83 84 NOTES LAW REFERENCE 

---------------------------------------------------------------------------------------------rERSONAL JNCONE TAXESCTOTAL) $1 1699 Sl,976 $2,258 : 1 l 
I I 

-------------------------------------·-----·--------------------------------------------FEDERAL CONFORHITY 
FED.ACCRUAL TAX DED. 
ftEDICAL EXPENSES 
STf<ADDLES 
INTEREST~ DIVIDENDS 
GAS TAI OED. 
CAPITAL GAINS 
1mm11.m TAJ 
INOY.DEPRECJATIDH BASE ADJ 

$52 

S7 

($15) 
$75 
$7 

$10 

IS15)l 
$96 : " 

S.4 : 
Sil l 
$21 I 

($141: 
$5 : 
$2: 

2 : tin. LAWS 1981,tST SS,CHl 
3: tin. LAWS 1981,!ST SS,CH2;LAWS 1983,CH242.ART.l,SEC16 
4 I tin, LAWS 1981 1 3RD SS,CH2 
5 l Nn, LAWS 1981,lRD SS,CH2 
6 I Nn, LAWS J963,CH342,ART,l,SEC10 
4 : ftn, LAWS l981,3RD SS,CH2<EFF~CTIVE FY '84l 
4 l ftn. LAIIS 1983,Ctl342,ART, I,SEC16 
4 I tin. LAWS t983,CH342,ART.l,SEC1h 

SUBTOTAL FED CONFRft. CHANGE· 159 

ELJftJNATE INVEST.TAI CREDIT 

$77 $110 l 

S28 l 6: tin, LAWS 19Sl,CH342,ART.I,SEC4 
4 : tin. LAWS 1'183,CH342,ART,l,SEC5 
7 : Nn. LAlfS J981,3RO SS,CH2 

ACRS 08}: 
$URTAI 7% $70 
SURTAX 10% uoo $101 l 8: tin. LAWS 1982,lRD SS,CH1;LANS 1983,CH342,ART.J,5EC7 • TNIAF(PART OF 1NDEI.CHAN6El '21 -$32: 9 : tin, LAlfS 1981, 1ST SS,CH1 

TOTAL: .INCOtlE TAX CHANSE $139 $268 $263 I 

> I 

---------------------------------------------·------·-----------------------------------------------------------GENERAL SAL£S lTOTALl $Sib U,OM U,250 I 1 I 
I I 

-------------------------------------------·------·------------------------------------------------------------INCREASE FROII 4 TO 5l S159 1101 7 I tin, LAWS 1981,15T SS,CH1 
JNCREASE FRDl'I 4 TO 61 1143 $381 I 10 : ltn, LAIIS 1'1132,lRD SS,CHliLAlrlS t983,CH342,ART.6,SEC4 
INCLUSION OF CANDY,POP,ETC. 
SI 1ST 7 KOHTHS Of FY83 
6%. LAST 5 tlOIITHS OF FY83 $92 : 

7 : l'ln, LAWS f«;Sl,3RD SS,CHI 
11 I tin, LAWS 1982, CH641 i LAWS J 983, CH34 2 ART. 6, SEC<I 

SUBTOTAl:GEN.SlliS TAI CHANGE $159 1322 $473 I 
I I 

--------------------------------------·------·----------------------------------------------------HOTOR VEHICLE EXCISE fTOTALJ t104 1123 $174 : t : 
I 
I ------------------------------------------------- ------ -----------------------------------------------------------------INCREASE FRON 4 TO 51 

INCREASE FRON 5 TD 61 

TOTAL: SALES TAXES CHANSE 

$16 $25 $35 I 
t28 I 

$175 $347 $536 : 

12 : tlri, LAWS 1981,1ST SS,CHl 
13 : ttn. LAWS 1 '183, CH342, ART. 6, SECJO 

------------------------------------------------- ----- ---------------------------------~----------CORPORATE JNCOltE <TOTAL> 1302 $221 $293 : l l 

------------------------------------------------ ------ --------------------------------------------------------------SNALL &USINESS!INC. BRACKETS! 
PLUS R l D CREDITS 

TEFRA-FED CONFORMITY 
EQUITY INVEST, CREDIT 

(S31 l ($291: 
i4 $12 : 

($2): 

14 I tin. LAWS 1981, 3Rli SS, CH2 
4 : tin. LAWS 1982,lRD SS,CH2 

15 : l'tn, LAWS 1983,CH342, ART. B, SECl3 
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APPENDIX TABLE VI (Cont'd.) 

STATE GENERAL FUND 
ESTIMATED IMPACT OF MAJOR TAX LAW CHANGES 

FISCAL YEARS 1982 to 1984 est. 
(000,000's OMITTED) 

EST. SEE 
FY FY FY TABLE 

NAJOR TAl LAW CHANGES:1981-84 82 83 84 NOTES LAIi REFERENCE 

---------------------------------------------------------------------------------------------------REPEAL DEii. FOR OTHER : 
STATE TAXES $8: 16: tin. LAWS 1983,CH342,ART.8,SEC14 

TOTAL CORP. INC.TAX CHANGE 

TOTAL INPACT OF STATE 
LAW CHANGES 

FEDERAL TAX LAW CHANGES 
EC, RECOVERY ACT Bl 

PERSONAL INC.RATE CUTS 
.NET OTHER 

lEFRA RECOVERY ACT 1982 
'B3 LAWS <SOC.SEC.BILL> 

TOTAL: FEDERAL tNPACT 

TOTAL TAI LAW INPACT 

TABLE NOTES: 

i3l4 $588 $788 I 

'46 $121 U9l: 
$13 $30 $29: 

<S2) (still 
$5 : 

S59 $WI $216: 

$373 $737 Sl,004 

I, FY82-B3 FRON SWA;FYB4-87est FRON DEPT OF FIN 5/10/84 
2, OLA CONPllTATIOHS FYB2,FV83: DEPT OF REVENUE 4/84 
3. DEPT OF REV FY83 5/11/82:0EPT OF REV FY84 
4. DEPT OF REVENUE 4/84 
5. DEPT OF FINANCE 12/22182 
6, BASED ON fSS EST FOR 83-85 BIENIUN 
7. ·OLA COHPUTATJONS 

: FEDERAL LAWS,ECONONIC RECOVERY ACT OF 1981 • 

" : 
9 : 

: FEDERAL LAWS, 
4 : TAX EQUITY i FISCAL RESPONIBILJTY ACT OF 1982 •• 
4 : 

• KAJOR PROVISIONS INCLUDE: 
-INDIVIDUAL RATE REDUCTIONS 
-HARRIED COUPLE DEDUCTION 
-CHANGES IN RETIREMENT PROVISIONS 
-CHANGES IN SAVING PROVISIONS 

8. OLA COH~UTATIONS FYB2,B3:DOF EST. FY84, 1/1/84 REPEAL 
•• HAJOR PROVISIONS JNCLUOE CHANGES JN: 

-MINIHUN TAX DEFINITION 
9. DEPT OF REVENUE 4/19/84 
Ju, OLA COKPUTATJONS 
11, FYB4-87 BASED ON SX GROWTH RATE 
12. OLA COHPUTATIONS FY82,83:EST.AT .2 OF TOT.MOTOR VEHICLE 
13, BASED ON S59 EST FOR 83-85 &lENIUH 
14. OLA CONPUTATIONS FY83:FY84 DEPT OF FINANCE 
15, BASED ON $4 EST FOR 83-85 B!ENIUH 
16. BASED OH $J9 FOR 83-85 BIENIUK 

-CASUALTY LOSS DEDUCTION 
-HEDICAL L DENTAL EXPENSES 
-PENSION LINITS 
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