Minnesota County Financial &
Accounting Reporting Standards
(COFARYS)

M ar ch 2004

Office of the State Auditor
525 Park Street, Suite 500
St. Paul, Minnesota 55103



This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




TABLE OF CONTENTS

Section Subsection

1000 INTRODUCTION

O ECtiVES ..o 1100
HowtoUseThisManual ............... ... . . . . . . ... 1200

2000 ADMINISTRATIVE OVERVIEW

3000 STANDARD PROCEDURES

VIV B . ottt 3100
General Overview .............iiiiiinnnnnnn. 3110
Internal Control ............ ... ... ... .. ..... 3120
Internal Control Structure . .................... 3130
ACCOUNLING .. oottt e e e e e 3200
Accounting Principles ............ ... .. .. ..... 3210
Sources of Generally Accepted Accounting
Principles. . ... 3215
Fund Accounting ........... ..., 3220
Basis of Accounting and Measurement Focus . . . . . .. 3230
Nonexchange Transactions ..................... 3240
Capital Assets and Depreciation on Capital Assets . . . 3250
Accounting for Long-Term Liabilities............. 3260
REPOIING . ..ot 3300
Financial Reporting ResponsibilitiesyRequirements . . 3310
Financial Reporting Entity . ..................... 3320
Externa Financial Reporting . ................... 3330
Government-Wide Financial Statements ........... 3340
Fund Financial Statements . .. ................... 3350
Notesto the Financial Statements ................ 3360
Required Supplementary Information ............. 3370

March 2004

Minnesota County Financial Accounting & Reporting Standards




TABLE OF CONTENTS

(Continued)
Section Subsection
BUudgeting ... ..o 3400
MinimumBudgeting ............ .. ... ... 3410
Suggested Budgeting . .. ... .o 3420
Program-Oriented Budgeting .................... 3430
Long-RangePanning .......................... 3440
4000 SPECIFIC PRACTICES
OVEIVI B . .ttt e e e 4100
ACCOUNEING . .o v it ettt e e e e e 4200
The Accounting Structure ... .................... 4210
Accounting Concepts Regulating
the Accounting Process . . .. ... 4220
Accounting SystemRecords .. ......... .. ... 4230
Useof Funds. .......... .. 4240
Classificationof Revenues . ..................... 4250
Interfund, Internal, and Intra-Entity Activity ......... 4260
REPOIING ... oo 4300
County Financial Statements .. ................... 4310
Preparing Fund Financial Statements .............. 4320
Preparing Government-Wide
Financial Statements . ............. .. ... ..., 4325
Annual Financial Reporting Requirements .......... 4330
Sample County Annual Financial Report ........... 4335
Suggested InterimReporting . .. ... ... L. 4340
Financial Statement Publication .................. 4350

March 2004

Minnesota County Financial Accounting & Reporting Standards




TABLE OF CONTENTS

(Continued)
_Section _Subsection
Budgeting .. ... 4400
Preliminary Budget Preparation . .. ............... 4410
Annua OperatingBudget ...................... 4420
Utilizing the Budget asa Management Tool ........ 4430
Annua Summary Budget Publication and
Reporting .. ... 4440
Sample County Summary Budget Statement . . . . Appendix
CashManagement ...........uiririii it 4500
Petty Cash and Change Fund Accounts ............ 4510
Bank Account Reconciliation ................... 4520
MonitoringCashBaances . ..................... 4530
Electronic Funds Transfer ...................... 4540
Useof CreditCards ...............cooiiin... 4550

5000 UNIFORM CHART OF ACCOUNTS

OVEIVIBIN . . e e 5100
BUNdS . ... 5200
Departments (Organizational Units) ......................... 5300
General Ledger ACCOUNES . . . .. oo v ettt 5400
Sources of Revenue/Additions . . . ... 5500
Expenditure/Expense/Deduction Objects . .................... 5600

March 2004

Minnesota County Financial Accounting & Reporting Standards




TABLE OF CONTENTS
(Continued)

Section Subsection

6000 PROGRAMS AND SERVICES DIMENSIONS

7000 HIGHWAY COST ACCOUNTING

8000 GLOSSARY

Acronyms and Abbreviations . . . .. ..o 8100

March 2004

Minnesota County Financial Accounting & Reporting Standards




SECTION 1000

INTRODUCTION
_Subsection
OB ECtIVES . . 1100
HowtoUseThisManual .. .......... .. i 1200

August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




INTRODUCTION 1100

Objectives Page 1

The primary objective of developing standard procedures and classifying accounts isto provide a
means for accumulating financia information which will be uniform for all counties, regardless of
their size or varying approaches to budgeting and accounting that may be in use. The accounts are
also provided to guidein preparing financial reportsrequired by statute and in preparing management
reports on county government performance.

Minnesota statutes identify certain requirements for the accounts and records of counties. In
particular, Minn. Stat. 8 6.47 states, in part:

The state auditor shall inquire into the accounting and budgeting systems of all local
units of government and shall prescribe suitable systems of accounts and budgeting, and
forms, books, and instructions concerning the same.

Inaddition, Minn. Stat. § 6.48 states, “the state auditor shall prescribe and install systems of accounts
and financia reports that shall be uniform, so far as practicable, for the same class of [county]
offices.”

Elected officials, accounting system users, the public, and state and federal agencies can use the
Uniform Chart of Accounts to understand similar transactions in the same manner, but still allowing
information necessary for the selectivity and level of detail needed by the respective interested
parties.

This County Financial Accounting and Reporting Standards (COFARS) manual is made up of the
following sections:

N Introduction - This section identifies the objectives of COFARS and how to use the manual.

N Administrative Overview - This section describes the benefits and uses of the COFARS
manual.

N  Standard Procedures - In this section are the significant general practices affecting accounting,
reporting, and budgeting for Minnesota counties.

N Specific Practices - This section addresses the key specific accounting, financial reporting,
budgeting, and other practices that should be used by Minnesota counties.
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Objectives (Continued) Page 2
N Uniform Chart of Accounts - Standard accounts for maintaining the financia records of

N

counties and recording transactions.

Program and Service Dimensions - Guidance on classifying key programs and services
provided by Minnesota counties.

Highway Cost Accounting - General overview of the State Aid Accounting Manual for
highway accounting.

Glossary - Definitions for key governmental accounting and auditing terms.

COFARS was designed to serve the basic legidative, budgetary, and accounting needs of counties,
and was devel oped with the active participation of a representative number of concerned users of
county financial data.

This Uniform Chart of Accounts and associated procedures manual can aid in accomplishing a
number of other subordinate objectives which may benefit Minnesota counties in varying degrees:

N

It can aid in making available accurate and comparable financial data to all who provide the
county with the revenues to deliver planned services--local taxpayers, the state legidature, and
state and federal agencies.

It can aid in meeting adequate and desirable financial disclosure requirements of the accounting
profession (the Governmental Accounting Standards Board, the American Institute of
Certified Public Accountants, and the Financial Accounting Standards Board). It also provides
management information to understand and control operations.

The procedures manua and narrative which accompanies the Uniform Chart of Accounts can
serve as guidelines. Specific sections of the manual clarify reporting requirements, desirable
accounting conventions, and provide for orderly updating and modification of the accounts,
as needed.

The manua can serve as a training guide to instruct, inform, and improve the level of
governmental accounting knowledge. It can be used as a teaching aid and reference for the
accounting staff who will requireit in their daily work with budget and statement preparation.
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Objectives (Continued) Page 3

N County commissioners and administrators can use the procedures manual to gain further
background and thereby provide better fiscal management guidance. Ultimately, operations
under their responsibility can be better evaluated by comparing plans against performance,
whether they are single minor programs or annual county budgets.

N In conjunction with this manual, counties can utilize the Counties Manua Accounting
Procedures (COMAP) manual. COMAP illustrates appropriate methodology for the array of
functions with which a county isinvolved. Thisis useful whether a county is accounting
manually or is automated.*

The Office of the State Auditor will ook into the need for updating COMAP in the future.
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How to Use This Manual Page 1

This manual isdivided into three basic sections, each with its own related segments. These sections
are:

N Standard accounting, reporting, and budgeting procedures to be used by counties.
(Section 3000)

N Recommended practices to assist counties in implementing the standard procedures.
(Section 4000)

N Recommended standard chart of accounts to be used by counties. (Sections 5000 and 6000)
Additionally, Section 7000 describes the accounting manua developed to address the county
highway cost accounting needs. Finally, aglossary (Section 8000) has been prepared to assist in the

understanding of technical accounting terms.

The manual isin loose-leaf format and indexed so that it may be appropriately updated from time
to time as additional material is developed or when changes are implemented.

Training materials to supplement the text of this manual can be found in the Counties Manual
Accounting Procedures (COMAP). Complete understanding of the recommended procedures will
help counties make appropriate accounting system changes and assist them in conforming with the
accepted standards. (Note: Currently, there are no plansto update COMAP.)

The following is an introduction to the various sections of this manual:

N Standard Procedures (Section 3000)

These are the standards toward which all counties should strive. This section is the most
technical, because it describes the rules of governmental accounting and financial reporting as
prescribed by the experts in the field. A county should review the various accounting,
budgetary, and reporting segments and compare them with their present methods to determine
necessary or desirable changes.
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How to Use This Manual (Continued) Page 2

N

Specific Practices (Section 4000)

The segments in this section provide some basic accounting background. They also describe
how counties can implement practices in accounting, budgeting, reporting, and cash
management which will assist them in achieving the standards.

Appropriate county personnel should review each of the segmentswithin this section and relate
them to the present methodology used in their county. A program should then be devel oped
to modify present county practices to agree with those described in this section.

Uniform Chart of Accounts (Sections 5000 and 6000)

These sections describe the accounting dimensions (e.g., fund, department, object) that
counties should use for their basic and special accounting needs. This chart of accounts has
been reviewed by various state agencies in terms of their reporting requirements and by the
State Auditor in terms of meeting accounting and fiscal reporting standards.

Consequently, counties should become familiar with the dimensions and their related
categories of accounts. By maintaining their accounts as described in this manual, counties
will be able to develop the reports for annual financial and interim management reporting.

Highway Cost Accounting (Section 7000)

This section gives an overview of the cost accounting requirements used by Minnesota
counties for maintaining their highway cost accounting systems and how to obtain the State
Aid Accounting Manual.

August 2003

Minnesota County Financial Accounting & Reporting Standards




August 2003

SECTION 2000

ADMINISTRATIVE OVERVIEW

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




ADMINISTRATIVE OVERVIEW 2000

Page 1

This manual was primarily developed as a reference document for Minnesota counties' financia
personnel. However, it aso has value for managers and administrators of county operations to help
them recognize the accounting, budgeting, and reporting requirements, and why certain financia
practices and procedures make good management policy.

Further, this manual presents a recommended “program oriented” chart of accounts with related
procedures to be used by Minnesota counties. Basic dimensions presently used by most counties
have been retained and standardized within this total structure.

The two additional dimensions that have been added (programs and services) enable counties to
account for logical areas within the various departments. This gives users of these dimensions the
ability to account and/or budget at a level where additional accountability and management
information is desired.

This budgeting and accounting approach becomes more meaningful when administratorsreflect upon
the mission of a county. Except for collecting property taxes, licenses, and fees, counties exist to
provide certain services. Building and maintaining roads, recording deeds, and performing welfare
services are al legitimate and needed “outputs’ of county operations. Program-oriented accounting
can help county administrators focus on the results of services by providing accounting and
budgeting information arrayed for meaningful decision making.

Asindicated earlier, the present methods of county budgeting and accounting focus primarily upon
the “input” needs of a county to operate for another year. Thetypical questions asked in this process
relate to:

N How many staff are needed?

N How many contracted services are needed?

N How many supplies and materials are needed?

N How much funding is needed for debt service and retirement?

While these are legitimate questions, they become much more meaningful when they are asked
within the context of the services that a county is obliged to deliver.
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Page 2

For example, if the county board attempts to assess the staffing needs for the coming year of any of
its departments, only in terms of the staff utilized in the present year, it becomes difficult to
determine which areas need more people and which areas could do with less.

However, as counties start viewing each function in terms of the services performed, and when
during the year these services are performed, staff allocation can become a more rational and
meaningful process. Furthermore, because the public has been demanding increased governmental
accountability regarding spending, it becomes even more important that administrators utilize an
accounting approach wherein they can acquire the necessary fiscal information which will allow
them to make the best decisions possible.

With thisin mind, an expanded chart of accounts has been provided that will give counties additiond
informational capabilities.

With traditional county accounting dimensions, administrators and commissioners may sometimes
be handicapped in their decision making processes. Decisions related to the effectiveness and value
of various programs within a county may be difficult to make because sufficient cost information
is not available without maintaining elaborate subsidiary accounts. Further, it can often be difficult
to forecast the areas where program-related questions may arise so that subsidiary accounts often
have not been set up to record the data.

With increased demands upon all governmental entities to “hold the line” as far as costs are
concerned and, at the same time to maintain reasonable levels of service, it is paramount that county
administrators have al the needed decision making fiscal information that can readily be made
available to them.

Additionaly, by having fiscal information reported at a program or service level, administrators can
often better relate budgets against planned accomplishments and thereby develop a greater level of
accountability throughout the county.

Further, it will be important for counties to distinguish between mandatory accounting, reporting,
and budgeting practices and those that are desirable but not mandatory. To highlight the mandatory
procedures the work must have been used where practices are mandatory. Additionally, the
procedures have been divided into specific subject areas for ready reference regarding specific issues
and procedures.
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Page 3

The advantages to Minnesota counties using this approach are summarized as follows:

N Internal Advantages

. Greater accountability.

. Greater utilization of limited resources.

. Better fiscal controls.

. Upgrading of accounting personnel through training.

. Better management information.

. Less disruptive audit processes.

. Other governmental reporting is often a by-product of internal county accounting.

N External Advantages

. Datato state agencies and the legidature is more meaningful.

. When additional data is requested from counties, the impact of these requests is better
recognized by state agencies.

. When on automated systems, some state agencies accept computer output for reporting
purposes.

N Other Advantages

. Standardization allows for multiple county use of automated systems that are developed
within the framework of the Uniform Chart of Accounts.

. Comparison of program costs between countiesis more reliable.

August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




SECTION 3000

STANDARD PROCEDURES

_Subsection
L@ Y7 V2= 3100
General OVEIVIEW . ... 3110
Internal Control .......... . 3120
Internal Control Structure . ............ i 3130
ACCOUNTING . . o o ot ittt e ettt e e e e e e e e e e e e 3200
Accounting PrinCiples . ... 3210
Sources of Generally Accepted Accounting Principles ............ 3215
Fund Accounting . .......oouiii i 3220
Basis of Accounting and Measurement Focus . .................. 3230
Nonexchange Transactions . ..............iuiiiiinnannnnnnnn 3240
Capital Assets and Depreciation on Capital Assets . .............. 3250
Accounting for Long-Term Liabilities . ........................ 3260
REPOMING . . .ot 3300
Financial Reporting ResponsibilitiesRequirements .............. 3310
Financial Reporting Entity . ... 3320
Externa Financial Reporting . ... 3330
Government-Wide Financial Statements . ...................... 3340
Fund Financial Statements . .. ........ ... 3350
Notesto the Financial Statements . ............... ... .. ...... 3360
Required Supplementary Information ......................... 3370
BUAGELING . . . oo e 3400
Minimum Budgeting ........ ... 3410
Suggested Budgeting . . ......coiii 3420
Program-Oriented Budgeting . .. .. ... 3430
Long-RangePlanning .. ......... .. 3440
August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




STANDARD PROCEDURES 3110

Overview Page 1
SUBJECT:
General Overview

This section addresses the specific accounting, reporting, and budgeting conventions that
Minnesota counties should use. It details the mandatory procedures for all counties and those
that, while not mandatory, are desirable practices which counties should adopt.

COFARS addresses generally accepted accounting principles for local government. It has
modified suggested implementation of these principlesto allow counties to account during the
year on a cash basis and convert to the modified accrual basis and accrual basis for year-end

reporting.

Since the time when the origina COFARS manual was released, Minnesota counties have
generally modified their accounting methods to conform to the mandatory procedures. This
issue of COFARS is based on the new governmental financia reporting model established by
the Governmental Accounting Standards Board in Statement No. 34, Basic Financial
Satements--and Management’ s Discussion and Analysis--for State and Local Gover nments.
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Overview Page 1
SUBJECT:
Internal Control
PURPOSE:

This section containsthe internal control standards to be followed by countiesin establishing
and maintaining systems of internal control.

PRINCIPLES:

Internal control systems are to reasonably ensure that the following objectives are achieved:
C Expenditures and commitments comply with applicable law.

C Assets are safeguarded against waste, |oss, unauthorized use, and misappropriation.

C Transactions are recorded properly so that reliable financial and statistical reports can
be prepared and accountability for assets is maintained.

Thefollowing concept of internal control isuseful in understanding and applying the internal
control standards set forth and discussed on succeeding pages:

Aninternal control system consists of the plan of organization and methods
and procedures adopted by management to ensure that resource use is
consistent with laws, regulations, and policies; that resources are safeguarded
against waste, loss, and misuse; and that reliable data are obtained,
maintained, and fairly disclosed in financial statements.

The ultimate responsibility for good internal controls rests with management. Internal
controls should not be looked upon as separate, specialized systems. Rather, they should be
recognized as an integral part of each system that management uses to regulate and guide its
operations. In order to ensure the proper conduct of government business, management must
periodically review itsinterna control systems. This review should be sufficient in scope
to provide the answers to several basic questions:
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Overview (Continued) Page 2

C

Arethe systems we have in place adequate to manage and account for our resources,
meet our goas and objectives, and ensure compliance with state and federal
regulations?

Is there an audit trail from our reports to our source documents, or will we have to
rely on someoneto “remember” the facts?

Are al our departments properly using the systems we have in place, and are they
complying with our internal policies and procedures?

Have we strengthened our system of internal control by segregating duties among our
employees to provide cross-checks and by providing for the physical security of our
assets (e.g., officia prenumbered receipts, locking cash drawers, regular inventories,
etc.) to the maximum extent practicable?

These are the broad questions your auditor will also seek to answer through the course of his
or her audit. If you are satisfied with the results of your review, then there is a much greater
likelihood that your auditor will also be satisfied. If you identify problem areas, then you
have an opportunity to discuss them with your auditor and to correct them before the auditor
is obliged to comment on the problemsin his or her report.
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SUBJECT:
Internal Control Structure
PRINCIPLES:
This section provides guidance on interna control policiesthat are based on the 1994 report
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO)
and standards adopted by the American Ingtitute of Certified Public Accountants and the
Federal Office of Management and Budget.
Internal control is defined in the COSO report as follows:
Internal control isaprocess affected by an entity’ s board of directors, management,
and other personnel, designed to provide reasonable assurance regarding the
achievement of objectivesin the following categories:
. Effectiveness and efficiency of operations
. Reliability of financial reporting
. Compliance with applicable laws and regulations
What does this mean for counties?
Internal control is a management process for keeping an entity on course in achieving its
business objectives as adopted by the governing body. This management control system
should ensure that resources are guarded against waste, loss, and misuse; that reliable data
is obtained, maintained, and fairly disclosed in financial statements and other reports; and
resource use is consistent with laws, regulations, and policies.

Basic Internal Control Requirements

Each county isresponsible for establishing and maintaining a collective system of interna
control throughout their government.
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An interna control system should provide reasonable assurance that an entity will
accomplish its objectives. The concept of reasonable assurance recognizes that the cost of
an internal control activity should not exceed the benefit derived from it. Reasonable
assurance equates to a satisfactory level of confidence given considerations of costs, benefits,
and risks.

The county’ s management must identify and analyze their own risks to determine how those
risks should be managed. Management defines the level of risk that the entity iswilling to
accept and strives to maintain risks within those levels.

Each entity should adopt methods to assess risk and review control activities. The methods
devel oped should address each entity’ s own specific needs.

Components of Internal Controls
The five components of good internal controls within a management control system are:

1 Control Environment - The control environment sets the tone of an entity. It
influences the control consciousness of its people and it isthe foundation for all other
components of internal control, providing discipline and structure. Control
environment factors include the integrity, ethical values, and competence of the
entity’ s staff; management’ s philosophy and operating style; the way management
assigns authority and responsibility; the way management organizes and developsits
staff; and the attention and direction provided by the board.

2. Risk Assessment - Every entity faces a variety of risks from external and internal
sources, al of which must be assessed. Risk assessment is the identification and
analysis of relevant risks to achieving the objectives and forms a basis for
determining how risks should be managed. Because economic, regulatory, and
operating conditions will continue to change, mechanisms are needed to identify and
deal with the special risks associated with change.
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3.

Control Activities - Control activities are the internal policies and procedures that
help ensure management directives are carried out. They help ensure necessary
actions are taken to address risks to achieving the government’ s objectives. Control
activities occur throughout the organization at all levels and in all functions. They
include a range of activities as diverse as approvals, authorizations, verifications,
reconciliations, review of operating performance, security of assets, and segregation
of duties.

Information and Communication - Pertinent information must be identified,
captured, and communicated in aform and time frame that enables people to carry
out their responsibilities. Information systems produce reports containing
operationd, financial, and compliance-related information, making it possible to run
and control the entity.

Effective communication is aso essential with external parties, such as taxpayers,
vendors, legidators, and other interested parties.

Monitoring - Management systems and internal activities need to be monitored to
assess the quality of their performance over time. Assessment is accomplished
through ongoing monitoring activities, separate evauations, or a combination of the
two. Ongoing monitoring occurs in the course of operations, including regular
management and supervisory activities and other action personnel take in performing
thelr duties. The scope and frequency of separate evaluations will depend primarily
on an assessment of risks and the effectiveness of ongoing monitoring procedures.
Deficiencies should be reported upstream, with serious matters reported to top
management.

Common Questions About Internal Control

What is a risk assessment?

A risk assessment is an ongoing process to identify, analyze, and manage risk. An entity
needs a plan to identify both external and internal risks. The plan will help management
understand how those risks affect their activities, assess their significance, manage their
effect, and provide for continuous monitoring. The following are some examples of external
and internal risks:
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C External risks arise from activities outside the entity. Technological developments,
changing public expectations, legislative directives, natural catastrophes, and
economic changes all have the potential for creating externa risksin an entity.

C Internal risks are less predictable and arise from activities inside the entity.
Disruption of the computer systems or telephone systems causes obvious operational
problems. When new managers are hired, changes in management style can affect
internal control objectives.

How do you identify risk?

Identification of risks can start from existing systems. The budget process, audits, strategic
planning, and other chaptersincluded in this manual all provide opportunities for managers
to conduct quantitative and qualitative reviews and to identify and prioritize. More informal
opportunities include management planning meetings, meetings with an auditor, and
everyday interaction with staff.

More important than the specific method used to identify risks is management’s careful
consideration of factors unique to the entity. Some key factors, such as an entity’s past
experience in falling to meet objectives, staff quality, statutory framework, or the
significance and complexity of activitiesin relation to the entity’s mission, should receive
management’ s careful consideration.

By analyzing organizational activities, managers apply risk assessment to functions.
Successfully managing risk at the activity level isvita to maintaining an acceptable level of
risk for the organization.

What isrisk analysis?

Risk analysis involves a careful, rational process of estimating the significance of arisk,
assessing the likelihood of its occurrence, and considering what actions and controls need
to be taken to manage it. Risk analysis also involves estimating the cost to the entity if
something does go wrong. That analysisis based on the entity’ s assumptions about the risk
and costs associated with reducing it. Sometimes an actual risk may appear to require one
set of actions, but the perceived risk, coupled with media reaction to that risk, requires a
more expensive set of actions.
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It is also important to recognize the distinction between risk assessment (a part of a
management control system) and actually managing risk (part of an organization's
operations). Limitations on resources will define the level to which risks can be managed.

How do you control or minimize risk?

The control of risk starts with management deciding on the actions necessary to reduce the
potential occurrence and significance of loss and the monitoring conditions needed to remain
aware of changing circumstances. Management tools for an early warning system include
information systems and ensuring appropriate data is captured, processed, and reported.

If an entity builds its components of a management control system into its planning efforts,
as well as its daily activities, it is more likely to avoid unnecessary costs, make quick
responses as needs arise, and adapt to decreasing resources and changing political and
economic climates.

Do control activities increase staffing requirements?

Although control activity procedures are not intended to increase staffing levels, acceptable
procedures are to be established and followed which may require changes in existing
workloads and/or additional staff position(s). However, a periodic thorough internal review
of control activities may identify policies and procedures that are no longer required. Itis
recognized that some small to medium entities may not be able to institute internal controls
on the same level as larger, more complex entities. In those cases where staffing may
prohibit or restrict the appropriate segregation of duties, management must either have more
active oversight of operations or utilize personnel from other organizational units to the
extent possible as compensating controls.

More About Control Activities

The control activities presented in this section are intended to provide management and other
staff with an overview on the use and potential limitations of control activities to manage the
risk of achieving the entity’ s objectives.

Control activities are the policies and procedures that help ensure management directives are
carried out. They help ensure that necessary actions are taken to address risks to the
achievement of an entity’s objectives. Control activities occur throughout the entity at al
levelsand in al functions.
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Control activities are actions taken to minimize risk. The need for a control activity is
established in the risk assessment process. When the assessment has identified a significant
risk to the achievement of an objective, a corresponding control activity should be
determined. If control activities are in place for each significant operation, and if
management makes sure those activities are carried out properly, staff can be reasonably
confident the management control system will provide the necessary assurances.

Control activities and procedures should be considered to ensure the entity isin compliance
with contracts, agreements, laws, and regulations applicable to counties. Generally, those
activities and procedures may be categorized into one of the following areas and completed
by personnel at various levels:

. Top-level performance reviews - Performance reviews should be made of actual
performance versus budgets, forecasts, and performance in prior periods. Major
initiatives should be tracked and management actions taken to analyze and follow up
where appropriate.

. Direct functional or activity management reviews - Performance reviews should
be made of specific functions or activities. The reviews may focus on compliance,
financial, or operational issues.

. Informational processing - A variety of control activities should be performed to
check the accuracy and completeness of information as well as the authorization of
transactions. Development of new systems and changes to existing ones should be
controlled. Additionally, accessto programs and data should be restricted.

. Physical controls - Equipment, inventories, cash, and other assets should be secured
physically and periodically counted and compared with amounts shown on control
records.

. Performance indicators - Certain operating results can be anticipated. By

investigating unexpected results or unusual trends, circumstances that jeopardize the
achievement of objectives can be identified.
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Segregation of duties- Duties are divided, or segregated, among different people to
reduce the risk of error or inappropriate actions. For example, responsibilities for
authorizing transactions, recording them, and handling the related assets should be
Separated.

What are some potential limitations of control activities?

Control activities, no matter how well designed and executed, can provide only reasonable
assurance regarding achievement of objectives. The likelihood of achievement is affected
by limitations inherent in all control systems. These limitations include the following:
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Judgment - The effectiveness of controls will be limited by the fact that decisions
must be made with human judgment in the time available, based on information at
hand, and under the pressures to conduct business.

Breakdowns - Even if control activities are well designed, they can break down.
Personnel may misunderstand instructions or smply make mistakes. Errorsmay aso
stem from new technology and the complexity of computerized information systems.

Management override - Even in effectively controlled organizations, high level
personnel may be able to override prescribed policies or procedures for persona gain
or advantage. This should not be confused with management intervention, which
represents management actions to depart from prescribed policies or procedures for
legitimate purposes.

Collusion - Complicity between two or more individuals can result in control
failures. Individuas acting collectively often can alter financial data or other
management information in amanner that cannot be identified by the control system.

Cost vs. benefit - In determining whether a particular control activity should be
established, the risk of failure and the potential effect must be considered along with
the cost of establishing the control.  Excessive control is costly and
counterproductive. Too little control presents undue risk. Entities should make a
conscious effort to strike an appropriate balance.
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SUBJECT:

Accounting Principles

PURPOSE:

To interpret basic generally accepted accounting principles for counties.
PRINCIPLES:

Basic principles of accounting and financial reporting are based on those set forth in the
Governmental Accounting Standards Board’s (GASB) Caodification of Accounting and
Financial Reporting Standards (COFARS). COFARS requires Minnesota counties to account
and report in conformity with these principles, except that the annual report required is not as
extensive as the Comprehensive Annua Financial Report (CAFR). Most of these principles
arerestated in detail in other portions of this section which deal with specific issues.

1. A county accounting system must make it possible to:
a.  Present fairly and with full disclosure the financia position and results of financial
operations of the funds of the county in conformity with generaly accepted

accounting principles.

b. Determine and demonstrate compliance with finance-related legal and contractual
provisions.

c. Demonstrate compliance with state and federal grants and regulations.

2. A county accounting system must be organized and operated on a fund basis with
specific types of fundsto be used (see Fund Accounting procedures, Section 3220). Fund
financial statements should be used to report detailed information about the primary

government and its blended component units. Thefocus of governmenta and proprietary
fund financial statementsis on the mgor funds.
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Counties should establish and maintain those funds required by law and sound financial
administration. Only the minimum number of funds consistent with legal and operating
requirements should be established. Funds accounted for in the financial records may
be combined for financial statement purposes.

3. A clear distinction should be made between general capital assets and capital assets of
proprietary and fiduciary funds. Capital assets of proprietary funds should be reported
in both the government-wide and fund financial statements. Capital assets of fiduciary
funds should be reported only in the statement of fiduciary net assets. All other capital
assets of the county are general capital assets. They should not be reported as assets of
governmental funds but should be reported in the governmental activities column in the
government-wide statement of net assets.

4.  Capital assets should be reported at historical or estimated historical cost. The cost of
a capital asset should include ancillary charges necessary to place the asset into its
intended location and condition for use. Donated capital assets should be reported a
their estimated fair value at the time of acquisition, plus ancillary charges, if any.

Capital assets should be depreciated over their estimated useful lives unless they are
either inexhaustible or are infrastructure assets using the modified approach.
Inexhaustible assets, such as land and land improvements, should not be depreciated.
Depreciation expense should be reported in the government-wide statement of activities,
the proprietary fund statement of revenues, expenses, and changesin fund net assets; and
the statement of changesin fiduciary net assets.

5. A clear distinction should be made between fund long-term liabilities and general
long-term liabilities. Long-term liabilities directly related to and expected to be paid
from proprietary funds should be reported in the proprietary fund statement of net assets
and in the government-wide statement of net assets. Long-term liabilitiesdirectly related
to and expected to be paid from fiduciary funds should be reported in the statement of
fiduciary net assets. All other unmatured general long-term liabilities of the county
should not be reported in the governmental funds, but should be reported in the
governmental activities column in the government-wide statement of net assets.

A distinction should be made between general long-term liabilities that relate to capital

assets and those that do not. The net assets (equity section) in the government-wide
statement of net assets reports capital assets net of related debt.
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6. The government-wide statement of net assets and statement of activities should be

prepared using the economic resources measurement focus and the accrual basis of
accounting. Revenues, expenses, gains, losses, assets, and liabilities resulting from
exchange and exchange-like transactions should be recognized when the exchange takes
place. Revenues, expenses, assets, and liabilities resulting from nonexchange
transactions should be recognized in accordance with GASB Statements 24 and 33.
(See Section 3240.)

7. Infund financial statements, the modified accrual or accrual basis of accounting, as
appropriate, should be used in measuring financial position and operating results. The
conversion from cash accounting to accrual accounting for year-end reporting is
mandatory. However, all counties may use an accrua accounting System on an ongoing
basis, but it is not generally recommended.

a.  Financia statementsfor governmental funds should be presented using the current
financial resources measurement focus and the modified accrual basis of
accounting. Revenues should be recognized in the accounting period in which they
become available and measurable. Expenditures should be recognized in the
accounting period in which the fund liability isincurred, if measurable, except for
unmatured interest on general long-term liabilities, which should be recognized
when due.

b.  Proprietary fund statements of net assets and revenues, expenses, and changesin
fund net assets should be presented using the economic resources measurement
focus and the accrual basis of accounting.

c. Financia statements of fiduciary funds should be reported using the economic
resources measurement focus and the accrual basis of accounting, except for the
recognition of certain liabilities of defined benefit pension plans and certain
post-employment health care plans.

d. Transfers should be recognized in the accounting period in which the interfund
receivable and payable arise.
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8.  Anannua budget should be adopted by every county.

a

b.

The accounting system should provide the basis for appropriate budgetary control.

Budgetary comparisons should be included in required supplementary information
for the general fund and for each maor special revenue fund that has a legaly
adopted annual budget. The budgetary comparison schedule should present:
(2) the origina budget; (2) the final appropriated budgets for the year; and (3) the
actual inflows, outflows, and balances stated on the county’ s budgetary basis.

Written policies and procedures need to be adopted to define the budget practices
of the county. The policies should include the basis for the budget (that is, cash,
modified accrual, accrual, or other). The procedures for maintaining these
budgetary standards are outlined in Sections 3410 and 3420 entitled Minimum
Budgeting and Suggested Budgeting.

9. Interfund transfers should be classified separately from fund revenues and expenditures
or expenses in the basic financial statements. Proceeds from long-term debt issues
should be classified separately from revenues and expendituresin the governmental fund
financial statements.

a

b.
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Governmental fund revenues should be classified by fund and source.

Governmental fund expenditures should be classified by fund, department,
program, and service, where applicable, and principal classes of objects.

Proprietary fund revenues should be reported by maor sources, and expenses
should be classified in essentially the same manner as those of similar business
organizations, functions, or activities.

At aminimum, the statement of activities should present: (1) activities accounted
for in governmental funds by function to coincide with the level of detail required
in the governmental fund statement of revenues, expenditures, and changesin fund
balance; and (2) activities accounted for in enterprise funds by different identifiable
activities.

The Uniform Chart of Accounts will accommodate all of the above accounting
principles.
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10. Common terminology and classifications should be used consistently throughout the
budget, the accounts, and the financial reports of each fund.

It is highly recommended that counties follow the Uniform Chart of Accounts. By
adhering to the terminology and classification within the Uniform Chart of Accounts, a
common basis will be devel oped within the county as well as between counties.

11. Appropriate interim financial statements and reports of financial position, operating
results, and other pertinent information should be prepared to facilitate management
control of financial operations, legidative oversight, and where necessary or desired, for
external reporting purposes.

12. Required annual financial reporting is:

a
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General purpose external annual financial reports should be prepared and
published. They should include, at a minimum:

1) Management’sdiscussion and analysis (MD&A).
2) Basicfinancia statements. The basic financial statements include:

- Government-wide financial statements
- Fund financia statements
- Notes to the financial statements

3) Required supplementary information other than MD&A.

Reporting requirements are discussed in detail in Sections 3310 and 3320 of this
manual. Example financial statements under these standards are presented in
Section 4330 of this manual.

A comprehensive annual financia report may be prepared and published covering
all activities of the primary government (including blended component units) and
providing an overview of al discretely presented component units of the county--
including introductory section, MD&A, basic financial statements, required
supplementary financia statements other than MD& A, combining and individual
fund statements, schedules, narrative explanations, and statistical section.
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13. Thefinancia reporting entity consists of: (1) the primary government, (2) organizations
for which the primary government is financially accountable, and (3) other organizations
for which the nature and significance of their relationship with the primary government
is such that exclusion would cause the county’s basic financial statements to be
misleading or incomplete. The county’s government-wide financial statements should
display information about the reporting entity as awhol e distinguishing between the tota
primary government and its discretely presented component units as well as between the
primary government’s governmental and business-type activities. The county’s fund
financial statements should present the primary government’s (including blended
component units which are, in substance, part of the primary government) major funds
individually and nonmajor funds in the aggregate. Funds and component units that are
fiduciary in nature should be reported only in the statements of fiduciary net assets and
changesin fiduciary net assets.
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SUBJECT:

Sources of Generally Accepted Accounting Principles

PURPOSE:

To identify the sources for generaly accepted accounting principles to be applied by counties.
PRINCIPLES:

There are three primary authoritative sources of generally accepted accounting principles
(GAAP) for local governments:

1. GASB - Governmental Accounting Standards Board
2.  FASB - Financial Accounting Standards Board
3. AICPA - American Ingtitute of Certified Public Accountants

AICPA's Statement on Auditing Standards (SAS) No. 69 promulgates the new GAAP
hierarchy for state and local governments. The new hierarchy replaces the one which has been
in effect since the establishment of GASB in 1984.

The GAAP hierarchy, as prescribed by SAS No. 69, has five categories of sources of
accounting principles:

1. GASB Statementsand Interpretations, AICPA, and FASB pronouncements specifically
made applicable to state and local governmenta entities by GASB Statements and
I nterpretations.

2. GASB Technica Bulletins and, if specifically made applicable to state and local
governmental entities by the AICPA and cleared by the GASB, AICPA Industry Audit
and Accounting Guides, and AICPA Statements of Position.

3. AICPA Accounting Standards Executive Committee Practice Bulletins, if specifically
made applicable to state and local governmental entities and cleared by the GASB, and
GASB Emerging Issues Task Force Consensus Positions.
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4.  Implementation guides ("Qs and As") published by the GASB and practices that are
widely recognized and prevalent in state and local governments.

5. Other sources. Concept Statements, pronouncements of the FASB not otherwise
applicable, textbooks, and articles. Also Audit and Accounting Guides/Statement of
Position (if specific to government, but not cleared by GASB).

In the absence of established pronouncements, counties may consider other accounting
literature. Other accounting literature includes, for example, GASB Concept Statements,
pronouncements establishing accounting principles for nongovernmental entities when not
specifically made applicable to state and local governments; Accounting Principal Board
(APB) Statements; FASB Concepts Statements;, AICPA Issues Papers;, International
Accounting Standards Committee (IASC) Statements; pronouncements of other professional
associations or regulatory agencies, AICPA Technical Practice Aids, and accounting
textbooks, handbooks, and articles.

GAAP for Proprietary Activities

GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Entities That Use Proprietary Fund Accounting, provides additional
guidance for establishing a GAAP hierarchy for proprietary activities.
Counties using proprietary accounting for its enterprise and internal service funds should apply
all applicable GASB pronouncements as well as the following pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements:

S FASB Statements and Interpretations,

S  APB Opinions; and

S Accounting Research Bulletins (ARBS).
In addition, a proprietary activity may also apply al FASB Statements and Interpretations

issued after November 30, 1989, except for those that conflict with or contradict GASB
pronouncements.
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A proprietary activity should apply all or none of the FASB pronouncements issued after
November 30, 1989. The same application of FASB pronouncementsis encouraged to be used
for all proprietary activities, including component units, inthe general purpose financia reports
of the financial reporting entity. The provisions of the Statement are effective for annual
financial statements for fiscal years beginning after December 15, 1993. (Refer to GASB
Statement 20 for additional details.)
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SUBJECT:
Fund Accounting
PRINCIPLE:

Thelega and accounting requirements of county government require that anumber of separate
accounting entities be established.

DEFINITION:

A fund is afiscal and accounting entity with a self-balancing set of accounts recording cash
and other financial resources, together with all related liabilities and residua equities or
balances, and changes therein, which are segregated for the purpose of carrying on specific
activities or attaining certain objectives in accordance with special regulations, restrictions, or
limitations.

TYPE OF FUNDS:

Governmental Funds

Governmental fund reporting focuses primarily on the sources, uses, and balances of current
financial resources and often has a budgetary orientation. The governmenta fund category
includesthe general fund, special revenue funds, debt service funds, capital projects funds, and
permanent funds.

1. General Fund--to account for all financial resources, except those required to be
accounted for in another fund.

2. Specia Revenue Funds--to account for the proceeds of specific revenue sources (other
than trusts for individuals, private organizations, or other governments or for maor
capital projects) that are legally restricted to expenditures for specified purposes. The
genera fund of a blended component unit should be reported as a specia revenue fund.

3. Debt Service Funds--to account for the accumulation of resources for, and the payment
of, general long-term debt principal and interest.
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4. Capita Project Funds--to account for financial resources to be used for the acquisition

or construction of major capital facilities (other than those financed by proprietary funds
or by trust funds for individuals, private organizations, or other governments).

Permanent Funds--to report resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposesthat support the county’ s programs;
that is, for the benefit of the county or its citizenry.

Proprietary Funds

Proprietary fund reporting focuses on the determination of operating income, changes in net
assets (or cost recovery), financial position, and cash flows. The proprietary fund category
includes enterprise and internal service funds.

1

Enterprise Funds may be used to report any activity for which afeeis charged to externa
usersfor goods or services. Activities are required to be reported in enterprise funds if
any one of the following criteriais met.

a.  Theactivity isfinanced with debt that is secured solely by a pledge of net revenues
from fees and charges of the activity.

b. Lawsor regulationsrequirethat the activity’ s costs of providing services, including
capital costs (such as depreciation or debt service), be recovered with fees and
charges, rather than with taxes or similar revenues.

c. Thepricing policies of the activity establish fees and charges designed to recover
its costs, including capital costs (such as depreciation or debt service).

Internal Service Funds may be used to report any activity that provides goods or services
to other funds, departments, or agencies of the county and its component units, or to
other governments, on a cost-reimbursement basis. Internal Service Funds should be
used only if the county is the predominant participant in the activity, for example, a
self-insurance fund. Otherwise, the activity should be reported in an enterprise fund.
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Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. Fiduciary funds
should be used to report assets held in atrustee or agency capacity for others and, therefore,
cannot be used to support the county’s own programs. The fiduciary fund category includes
investment trust funds, private purpose trust funds, and agency funds.

1. Investment Trust Funds--to account for specific investments held for others and the
external portion of investment pools reported by the county.

2. Private Purpose Trust Funds--to account for all other trust arrangements for which
principa and income benefits individuals, private organizations, or other governments.

3. Agency Funds--to account for resources held in a custodial capacity, typically involving
only the receipt, temporary investment, and remittance of fiduciary resources to
individuals, private organizations, or other governments.

NUMBER OF FUNDS:

Counties should establish and maintain those funds required by law and for sound financial
administration. Only the minimum number of funds consistent with legal and operating
requirements should be established since unnecessary funds result in inflexibility, undue
complexity, and inefficient financial administration.

Each fund must be accounted for in a separate self-balancing set of accounts for its assets,
liabilities, equity, revenues, expenditures or expenses (as appropriate), and transfers. This
requirement of a complete set of accounts for each fund refers to identification of accountsin
the accounting records and does not necessarily extend to physical segregation of assets and
liabilities.
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INTERFUND TRANSACTIONS:

Activity between funds of the county, including its blended component units, are divided into
two broad categories. reciprocal and nonreciprocal. Reciprocal interfund activity comprises
interfund loans and interfund services provided and used. Nonreciprocal interfund activity
comprises interfund transfers and interfund reimbursements.

1

Interfund loans are amounts provided between funds and blended component units of the
county with arequirement for repayment. Interfund loans are reported as assets in the
loaning fund and liabilities in the borrowing fund. Interfund loans do not impact the
operating statement.

Interfund services provided and used are sales and purchases of goods and services
between funds and blended component units of the county for a price approximating their
externa exchange value. Interfund services provided and used are reported as revenues
in the fund providing the service and expenditures or expenses in the fund using the
service.

Interfund transfers are flows of assets (such as cash or goods) between funds and blended
component units of the county without equivalent flows of assets in return and without
arequirement for repayment. Interfund transfers should be distinguished from revenues,
expenditures, or expensesin financial statements. Transfers should be reported in the
other financing sources (uses) section in the statement of revenues, expenditures, and
changes in fund balance (governmental funds) and in the contributions and transfers
section in the statement of revenues, expenses, and changes in fund net assets
(proprietary funds). Interfund transfers thus affect the results of operations in both
governmental and proprietary funds.

Interfund reimbursements are repayments from the funds or blended component units of
the county responsible for particular expenditures or expenses to the funds or blended
component units of the county that initially paid for them. This type of transaction
should be recorded as an expenditure or expense (as appropriate) in the reimbursing fund
and as a reduction of the expenditure or expense in the fund that is reimbursed. An
example of this transaction would be an expenditure properly chargeable to a specia
revenue fund which was initially made from the general fund and which is subsequently
reimbursed.
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LONG-TERM DEBT PROCEEDS:

Under the accrual basis of accounting used to report the operations and financial position of
the government in the government-wide financial statements and the proprietary and fiduciary
fundsin the fund financial statements, proceeds of long-term debt increase the debt payable
liability account. Under the modified accrual basis of accounting used for the fund financia
statements of governmental funds, debt proceeds will be reported in the operating statement
of the recipient fund as “bond issue proceeds’ or “proceeds from long-term notes.” In those
fund financia statements the liabilities are not reported in the funds.

BUDGETING ASPECTS:

In fund accounting, much significance is attached to the budget. The budget is appropriate for
managing and reporting on governmental operations. If the objectives of government are to
provide services while adhering to legal requirements, then the budget is the financial plan
embodied in the law introduced and enacted in the same manner as any other ordinance or
statute. In fund accounting, the budget isthe goal. It is management’s plan for securing and
alocating resources. Comparing the operating results with the budget is a way of
demonstrating accountability and management performance.
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SUBJECT:
Basis of Accounting and Measurement Focus
PRINCIPLE:

The government-wide statement of net assets and statement of activities should be prepared
using the economic resources measurement focus and the accrual basis of accounting. In fund
financial statements, themodified accrual or accrual basis of accounting, as appropriate, should
be used in measuring financial position and operating results. The measurement focus for
governmental fundsis the current financial resources.

DEFINITION:

“Basis of accounting” refers to when revenues, expenditures, expenses, and transfers--and the
related assets and liabilities--are recognized in the accounts and reported in the financia
statements. Specifically, it relates to the timing of the measurements made, regardless of the
nature of the measurement, on either the cash or the accrual method. For example, whether
depreciation is recognized depends on whether expenses or expenditures are being measured
rather than on whether the cash or accrual basisis used.

“Measurement focus’ describes the types of transactions and events that are reported in a
fund’ s operating statement. Under the economic resour ces measurement focus, the concern
IS measuring all transactions or events that increase or decrease net assets. The current
financial resources measurement focus is concerned with measuring transactions and events
that will increase or decrease resources available for current spending.

PROCEDURES:

Accrual Basis Reporting in Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities should be prepared using the
economic resources measurement focus and the accrual basis of accounting. Revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like
transactions should be recognized when the exchange takes place. Revenues, expenses, gains,
losses, assets, and liabilities resulting from nonexchange transactions should be recognized in
accordance with the requirements for nonexchange transactions, Section 3240 of this manual.
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Modified Accrual Basisin Governmental Fund Financial Statements

The major differences in applying the accrual concept in governmental fund accounting, as
opposed to that used in government-wide financial statements and proprietary and fiduciary
fund financial statements, relate to differences in the environment and in the accounting
measurement objectives. These modifications and adaptations for the practical and appropriate
implementation of the accrual concept in governmental fund accounting are best referred to as
the “modified accrua basis’ and should be applied in al governmental fund accounting and

reporting.

Revenue Recognition

Revenues and other governmental fund financial resource increments are recognized in
the accounting period in which they become susceptible to accrual--that is, when they
become both measurable and available to finance expenditures of the fiscal period.
“Available” means collectible within the current period or soon enough thereafter to be
used to pay liabilities of the current period.

Revenues and other increasesin governmental fund financial resources that usually can
and should be accrued include property taxes, regularly billed charges for services, most
grants from other governments, and interfund transfers and other transactions.
Service-type special assessment revenues should be treated like user fees.

Interest and dividend income should be recognized on the modified accrual basis.
Changes in the fair value of investments should be recognized as revenue in the
governmental fund statement of revenues, expenditures, and changes in fund balance at
the end of each year. Such changes may be identified separately as an element of
investment income, captioned “net increase (decrease) in the fair value of investments.”
Realized gains and losses should not be displayed separately from the net increase
(decrease) in the fair value of investments in the financial statements.

Recreation fees, ingpection charges, parking fees, and the vast multitude of miscellaneous
receipts are best recognized when cash is received.
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Section 3240 provides guidance on the recognition of revenues arising from nonexchange
transactions involving financial and capital resources, including property taxes, certain
grants, contributions, and fines. Application of the provisions of that section requires
analysis of the substance of a nonexchange transaction, rather than attention only to its
label. That section defines and uses four classes of nonexchange transactions.

Expenditure Recognition

The measurement focus of governmental fund financial statementsis on expenditures--
decreases in net financial resources--rather than expenses. Most expenditures and
transfers out are measurable and should be reported when the related liability isincurred.

Consistent with the flow of current financial resources measurement focus required for
governmental fund financial statements, governmenta financial reporting standards
include criteriafor distinguishing the portions of liabilities incurred by the government
that should be reported as:

a.  Governmental fund liabilities (claims against current financial resources), and
b.  General long-term liabilities of the government.

With the exception of long-term debt, counties should accrue a governmenta fund
liability and expenditure in the period in which the government incurs the liability.
Governmental fund liabilities that should be accrued include liabilities that, once
incurred, normally are paid in a timely manner and in full from current financia
resources. For example, salaries, professional services, supplies, utilities, and travel.

The major exception to the genera rule of expenditure accrual relates to unmatured
principal and interest on long-term debt. Governmental fund liabilities and expenditures
for debt service on genera long-term debt, including capital |eases, generally should be
recognized when due--that is, to the extent that portions of the debt mature during the
reporting period.

Section 3240 provides guidance on the recognition of liabilities arising from
nonexchange transactions involving financial and capital resources, including certain

grants and contributions. That section defines and uses four classes of nonexchange
transactions.
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Proprietary fund statements of net assets and revenues, expenses, and changes in fund net
assets should be presented using the economic resources measurement focus and the accrual
basis of accounting.

Accrual Basisin Fiduciary Fund Statements

Financial statements of fiduciary funds should be reported using the economic resources
measurement focus and the accrual basis of accounting.
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SUMMARY
The following table summarizes the measurement focus and basis of accounting applied to the
different fund types:
M easurement Focus Basis of Accounting
Current
Economic | Financial M odified
Fund Category Fund Type Resources | Resources Accrual Accrual
Governmental Genera X X
Funds i
Specia Revenue X X
Debt Service X X
Capital Projects X X
Permanent X X
Proprietary Funds | Enterprise X X
Internal Service X X
Fiduciary Funds Investment Trust X X
Private-Purpose Trust X X
Pension (and other X X
employee benefit)
Trust
Agency X
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SUBJECT:

Nonexchange Transactions

DEFINITION:

In a nonexchange transaction, a government (including the federal government, as a provider)
either gives vaue (benefit) to another party without directly receiving equal value in exchange
or receives value (benefit) from another party without directly giving equal value in exchange.
There are four classes of nonexchange transactions based on their principal characteristics.

1

Derived tax revenues result from assessments imposed by governments on exchange
transactions--like sales taxes. Income tax is also a derived tax revenue based on
corporate or persona income. The principal characteristics of derived tax revenues are
the assessing government imposes the tax on the provider and it is based on an exchange
transaction--such as income taxes imposed on the exchange of employee services for
wages. Most counties do not have derived tax revenues.

Imposed nonexchange revenues result from assessments by governments on
nongovernmental entities, including individuals, other than derived tax revenues.
Examples of imposed nonexchange revenues are property taxes, fines and penalties, and
property forfeitures. The principal characteristic of imposed nonexchange revenuesis
that the provision of resources is imposed by the government on an act committed or
omitted by the provider that is not an exchange transaction. For example, a speeding
ticket isimposed on adriver for speeding--this is an imposed nonexchange transaction
imposed by the government on an act committed by the provider of the revenue.

Government-mandated nonexchange transactions occur when a government at one level
provides resources to a government at another level and requires that government to use
them for a specific purpose--like many grants. The principal characteristics of
government-mandated nonexchange transactions are the provider government mandates
that the recipient government perform a particular program or facilitate its performance
by another entity, and there are specific time and eligibility requirements that must be
met.
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4.  Voluntary nonexchange transactions result from legislative or contractual agreements,
other than exchanges, entered into willingly between two or more parties--like certain
grants and donations. The principal characteristics of voluntary nonexchange
transactions are that they are not imposed on the provider or the recipient and that there
are eligibility requirements that must be met.

PROCEDURES:

All standards in this section apply whether the accrual basis or the modified accrual basis of
accounting is required, except for revenue recognition standards. For revenue recognition, the
standards apply when the accrual basis of accounting is required and modifications to the
standards for modified accrual basis of accounting areincluded in a separate section at the end.

Time Requirements and Purpose Restrictions

Enabling legidation or providers of resources in nonexchange transactions frequently stipulate
time requirements, purpose restrictions, or both. Time requirements specify the periods when
resources are required to be used or when use may begin. Purpose restrictions specify the
purpose or purposes for which the resources are required to be used.

Time requirements affect the timing of recognition of nonexchange transactions. Also, the
effect on the timing of recognition is different, depending on whether a nonexchange
transaction is. (@) an imposed nonexchange revenue transaction, or (b) a government-
mandated or voluntary nonexchange transaction.

In contrast to time requirements, purpose restrictions do not affect the timing of recognition
for any class of nonexchange transactions. Rather, recipients of resources with purpose
restrictions should report resulting net assets (or equity or fund balance, as appropriate) as
restricted until the resources are used for the specified purpose or for as long as the provider
requires the resources to be maintained intact.
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Rei mbursements

Governments (including the federa government) frequently engage in award programs
commonly referred to as*reimbursement-type” or “expenditure-driven” grant programs. These
programs may be either government-mandated or voluntary nonexchange transactions,
depending on their characteristics. In either case, the provider stipulates the recipient cannot
qualify for resources without first incurring allowable costs under the provider’s program.
That kind of stipulation isnot a purpose restriction, but is considered an eligibility requirement
and affects the timing of recognition. That is, there is no award--no revenue, expense, asset,
or liability--until the recipient has met the provider’s requirements by incurring costs in
accordance with the provider’ s program.

Derived Tax Revenue Transactions

Counties do not usually have derived tax revenues but, if they do, they should recognize assets
from derived tax revenuesin the period when the exchange transaction takes place or when the
resources are received, whichever isfirst. Revenues should be recognized in the same period
that the assets are recognized, provided the underlying exchange transaction has occurred.

Imposed Nonexchange Revenue Transactions

Counties should recognize assets from imposed nonexchange revenue transactions in the
period when an enforceable legal claim to the assets arises or when the resources are received,
whichever isfirst. For property taxes, the date when an enforceable legal claim to taxable
property arisesisthe first Monday in January (Minn. Stat. 8 272.31).

Counties should recognize revenues from property taxes in the period for which the taxes are
levied, even if the enforceable legal clam arises or the due date for payment occurs in a

different period. All other imposed nonexchange revenues should be recognized in the same
period the assets are recognized, unless the enabling legislation includes time requirements.
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Government-M andated Nonexchange Transactions and Voluntary Nonexchange
Transactions

Providers of resources in government-mandated or voluntary nonexchange transactions
frequently establish eligibility requirements. Eligibility requirements are conditions
established by enabling legislation or the provider that are required to be met before a
transaction can occur. That is, until those requirements have been met, the provider does not
have a liability, the recipient does not have a receivable, and the recognition of expenses or
revenues for resources transmitted in advance should be deferred.

Eligibility requirements comprise one or more of the following:

a.  Required characteristics of recipients; for example, the recipient must be a county.

b.  Time requirements, such as the period when the resources are required to be used,
disbursed, or consumed, or when use isfirst permitted or how long the resources are to
remain intact.

c. Reimbursements, such as expenditure-driven grants.

d. Contingencies, where the provider’ s offer of resourcesis contingent on aspecified action
of the recipient and that action has occurred.

Providers should recognize liabilities and expenses from government-mandated or voluntary
nonexchange transactions, and recipients should recognize receivables and revenues when all
applicable eligibility requirements are met. Resources transmitted before the eligibility
requirements are met should be reported as advances by the provider and as deferred revenues
by recipients.

Revenue Recognition in Governmental Fund Statements

Financia statements of governmental funds should be presented using the current financial
resour ces measurement focus and the modified accrual basis of accounting, asthe terms are
discussed in Section 3230 of this manual. Revenues from nonexchange transactions should
be recognized “in the accounting period when they become available and measurable.”
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When the modified accrual basis of accounting is used, revenues resulting from nonexchange
transactions should be recognized as follows:

1

Derived tax revenues. Recipients should recognize revenues in the period when the
underlying exchange transaction has occurred and the resources are available.

Imposed nonexchange revenues--property taxes. \When a property tax assessment is
made, it isto finance the budget of a particular period, and the revenue produced from
any property tax assessment should be recognized in the fiscal period for which it was
levied, provided the “available” criteria are met. Available for property taxes means
collected within the current period or expected to be collected soon enough thereafter to
be used to pay liabilities of the current period. Such time thereafter shall not exceed
60 days.

Imposed nonexchange revenues--other than property taxes. Recipients should recognize
revenues in the period when an enforceable legal claim has arisen and the resources are
available.

Government-mandated nonexchange transactions and voluntary nonexchange
transactions. Recipients should recognize revenue in the period when all applicable
eligibility requirements have been met and the resources are available.
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SUBJECT:
Capital Assets and Depreciation on Capital Assets
PRINCIPLES:

A clear distinction should be made between general capital assets and capital assets of
proprietary and fiduciary funds. Capital assets of proprietary funds should be reported in both
the government-wide and fund financial statements. Capital assets of fiduciary funds should
be reported only in the statement of fiduciary net assets. All other capital assets of the county
are general capital assets. They should not be reported as assets of governmental funds, but
should be reported in the governmental activities column in the government-wide statement
of net assets.

Capital assets should be reported at historical or estimated historical cost. The cost of a capita
asset should include ancillary charges necessary to place the asset into itsintended location and
condition for use. Donated capital assets should be reported at their estimated fair value at the
time of acquisition plus ancillary charges, if any.

Capital assets should be depreciated over their estimated useful lives, unless they are either
inexhaustible or are infrastructure assets using the modified approach. Inexhaustible assets,
such asland and land improvements, should not be depreciated. Depreciation expense should
be reported in the government-wide statement of activities; the proprietary fund statement of
revenues, expenses, and changes in fund net assets; and the statement of changesin fiduciary
net assets.

DEFINITION:

The term capital assets includes land, land improvements, easements, buildings, building
improvements, vehicles, machinery, equipment, works of art and historical treasures,
infrastructure, and all other tangible or intangible assets that are used in operations and that
have initial useful lives extending beyond a single reporting period. Infrastructure assets are
long-lived capital assetsthat normally are stationary in nature and normally can be preserved
for asignificantly greater number of years than most capital assets. Examples of infrastructure
assets include roads and streets, bridges, lighting systems, traffic signals, storm drains,
sidewalks, and other. Buildings generally will not be considered infrastructure assets.
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PROCEDURES:

Reporting Capital Assets in Government-Wide Financial Statements

Capital assets that are being or have been depreciated should be reported net of accumulated
depreciation in the statement of net assets. Capital assets that are not being depreciated, such
as land or infrastructure assets reported using the modified approach, should be reported

separately.

Depreciation expense should be measured by allocating the net cost of depreciable assets over
their estimated useful livesin asystematic and rational manner. Depreciation expense should
be reported in the statement of activities as follows:

1

Depreciation expense for capital assets that can specifically beidentified with an expense
function should be included in its direct expenses. Depreciation expense for “shared”
capital assets should be ratably included in the direct expenses of the appropriate
functions.

Depreciation expense for capital assets, such as a courthouse that essentially serves all
functions, is not required to be included in the direct expenses of the various functions.
This depreciation may be included as a separate line in the statement of activities or as
part of the “genera government” function. In either case, the depreciation can be
alocated with other indirect expenses in a separate column of the statement. If a county
uses a separate line in the statement of activities to report unallocated depreciation
expense, it should clearly indicate on the face of the statement that thisline item excludes
direct depreciation expenses of the various programs.

Depreciation expense for genera infrastructure assets should not be allocated to the
various functions. It should be reported as a direct expense of the function that county
associates the capital outlaysfor, maintenance of theinfrastructure assets, or as a separate
line in the statement of activities.
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Reporting General Capital Assets

General capital assets are capital assets of the county that are not specifically related to
activities reported in proprietary or fiduciary funds. Genera capital assets are associated with
and generally arise from governmental activities. Most often, they result from the expenditure
of governmental fund resources. They should not be reported as assetsin governmental funds
but should be reported in the governmental activities column in the government-wide statement
of net assets.

Reporting Capital Assetsin Proprietary Fund Financial Statements

Capital assets of proprietary funds should be reported in the government-wide statement of net
assets and in the proprietary fund statement of net assets. Capital assets of proprietary funds
should be capitalized and reported as discussed in the principles above. The accounting policy
with respect to capitalization of interest costs incurred during construction should be disclosed
and consistently applied.

Reporting Capital Assetsin Fiduciary Fund Financial Statements

Capital assets of fiduciary funds and component units that are fiduciary in nature should be
reported in the statement of fiduciary fund net assets. They should be capitalized and reported
as discussed in the principles above.
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SUBJECT:
Accounting for Long-Term Liabilities
PRINCIPLE:

A clear distinction should be made between fund long-term liabilities and general long-term
liabilities. Long-term liabilities directly related to and expected to be paid from proprietary
funds should be reported in the proprietary fund statement of net assets. Long-term liabilities
directly related to and expected to be paid from fiduciary funds should be reported in the
statement of fiduciary net assets. All other unmatured general long-term liabilities of the
governmental fund should not be reported as liabilities in governmental funds but should be
reported in the governmental activities column of the government-wide statement of net assets.

The genera long-term debt of a county is secured by its general credit and taxing powers rather
than by its assets or specific fund resources. Further, just as general capital assets do not
represent financial resources available for appropriation and expenditure, the unmatured
principa of general long-term liabilities does not require current appropriation and expenditure
of governmental fund financial resources--to include it as a governmental fund liability would
be mideading and dysfunctional to the current period management control and accountability
functions.

A distinction should be made between general long-term liabilities that relate to capital assets
and those that do not. The net assets (equity section) in the government-wide statement of net
assets reports capital assets net of related debt.

DEFINITION:

General long-term debt is not limited to liabilities arising from debt issuances, but may also
include noncurrent liabilities on capital and operating leases, compensated absences, claims

and judgments, pensions, special termination benefits, landfill closure and postclosure care,
and other commitmentsthat are not current liabilities properly reported in governmental funds.
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PROCEDURES:

Modified Accrual Recognition of Liabilities and Expenditures

Consistent with the flow of current financial resources measurement focus required for
governmental fund financial statements, governmental financial reporting standards include
criteriafor distinguishing the portions of liabilities incurred by the government that should be
reported as.

1.  Governmental fund liabilities (claims against current resources), and

2. General long-term liabilities of the government.

Reporting Expenditures for Governmental Fund Liabilities

Matured liabilities should be reported as governmental fund liabilities. Matured liabilities
include: (@) liabilities that are normally due and payable in full when incurred, and (b) the
matured portion of general long-term indebtedness (the portion that has come due for

payment).

The major exception to the general rule of expenditure accrual relates to unmatured principal
and interest on long-term debt. Governmental fund liabilitiesand expendituresfor debt service
on general long-term debt, including capita leases, generally should be recognized when due--
that is, to the extent that portions of long-term debt mature during a reporting period.

Accrual Recognition of Liabilities

Long-term liabilities directly related to and expected to be paid from proprietary funds should
be reported in the proprietary fund statement of net assets. Long-term liabilitiesdirectly related
to and expected to be paid from fiduciary funds should be reported in the statement of fiduciary
net assets. Under the accrual basis of accounting used to report the operations and financial
position of the government in the government-wide financial statements and the proprietary
and fiduciary fundsin the fund financial statements, proceeds of long-term debt increase the
debt payable liability account and payments on long-term debt reduce the liability account.
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SUBJECT:
Financial Reporting Responsibilities/Requirements
PURPOSE:
To provide information related to county financial operations and conditions.
PRINCIPLES:

Appropriate interim financial statements and reports of financial position, operating results,
and other pertinent information should be prepared to facilitate management control of
financial operations, legidative oversight, and where necessary or desirable, for external
reporting purposes.

Counties must prepare and publish an annual financial report covering all funds of the
reporting entity, including management’'s discussion and analysis, appropriate
government-wide financial statements, fund financia statements, and notes to the financia
statements. Combining and individual fund statements and supporting schedules are aso
recommended to be included.

The requirements for financial reporting in accordance with generally accepted accounting
principles (GAAP) are established by the Governmental Accounting Standards Board (GASB).
GASB has adopted the standards prescribed by its predecessor, the National Council on
Governmental Accounting, including Statement 1, principle 12, which states:

1. Appropriate interim financia statements and reports of financial position,
operating results, and other pertinent information should be prepared to
facilitate management control of financial operations, legislative oversight,
and where necessary or desired, for external reporting purposes.

2. A comprehensive annual financia report covering all funds--including
appropriate combining and individual fund statements, schedules, narrative
explanations, and statistical--should be prepared and published.

The annual financia statements prepared by local governments were revisited and improved
substantialy by GASB Statement 34, enacted in June 1999.
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PROCEDURES:

Interim Reporting

Timely and accurately presented financia reports are essential to managers, legisative
officials, creditors, financial analysts, the general public, and others with needs for county
financia information.

Principaly, interim financial reports comprise statements that reflect the current financia
position at the end of the month or quarter. These reports generally compare actual financia
results with budgetary estimates and limitations for the month, quarter, and year-to-date.
Interim reports are typically prepared only for internal use. Thus, they often are prepared on
a budgetary basis and do not include government-wide statements on the accrual basis.
Further, they may properly contain budgetary or cash flow projections and other information
deemed pertinent to effective management control during the year.

External Reporting

External annua financial statements will include management’s discussion and analysis,
government-wide financial statements, fund financial statements, notes to the financia
statements, and required supplementary information other than management’ s discussion and
analysis, if applicable. Combining and individual fund statements and supporting schedules
are also recommended to be included. Sample report formats are displayed in Section 4000.

RESPONSIBILITIES:

Management assumes responsibility for:

. Preparing financial statements,

. Adopting sound accounting policies,

. Maintaining an effective accounting system,
. Safeguarding assets, and

. Maintaining a system of internal control that ensures production of proper financial
Statements.
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The independent auditor is responsible for properly testing management systems of internal
control and for reporting whether management’s financial statements were prepared in
conformity with generally accepted accounting principles.
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SUBJECT:
Financial Reporting Entity
PURPOSE:

To describe the units of government which must be reported as part of the county’s financial
reporting entity.

PRINCIPLES:

Background

Accountability isthe cornerstone of all financia reporting in government. Financial reporting
playsamagor role in fulfilling government’ s duty to be publicly accountable in a democratic
society. Accountability is the basis for defining the financial reporting entity. Financia
reporting based on accountability enables the financial statement reader to focus on the body
of organizations that are related by a common thread of accountability to the constituent
citizenry.

For various reasons, as allowed by statute, many separate organizations related to counties
have been established. Some of these public authorities have legal, financial, or administrative
autonomy that departments and agencies of the county do not have. Despite the outward
appearance of autonomy, or separateness, these organizations customarily are administered by
governing bodies that have been appointed by the board of county commissioners.

The county commissioners are elected by the citizenry to serve as their representatives to
promote the public health, safety, and general welfare of the citizensin the county. Thus, the
board is accountable to those citizens for its public policy decisions through the operations of
the county or by its designees through the operations of specially created organizations.

This broad-based notion of accountability by elected officials leads to the underlying concept
of the governmental financial reporting entity. Governmental organizations are responsible
to elected governing officias at the federal, state, or local level; therefore, financial reporting
by state or local governments should report the elected officials accountability for those
organizations.
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Definitions

Primary Government - The foundation of a primary government is a separately-elected
governing body--one that is elected by the citizens in a general, popular election. As the
nucleus of the financial reporting entity, the primary government generally is the focal point
for the users of the financial statements. A primary government is any state government or
genera purpose local government, such as a county.

A primary government consists of all the organizations that make up itslegal entity. All funds,
organizations, institutions, agencies, departments, or offices that are not legally separate are,
for financial reporting purposes, part of the primary government.

Component Unit - Component units are legally separate organizations for which the elected
officias of the primary government are financially accountable or organizations for which the
nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.

PROCEDURES:

What Makes a Component Unit?

Two general rules will make an organization part of the county’ s reporting entity.

1. If the county board of commissioners appoints the governing board of the other
organization and it can either impose its will on it or has a financial benefit/burden
relationship with it.

2. If thelegally separate organization is fiscally dependent on the county.

Appointment of Governing Board

A county may be financially accountable if the county board appoints a voting majority of the
organization’s governing body (or is, by law, the governing body of the organization) and it
is: (1) able to impose its will on that organization, or (2) there is a potential for the
organization to provide specific financial benefits to, or impose specific financial burdens on,
the county.
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Imposition of Will

A primary government that is accountable for an organization because it appoints a
voting maority of that organization’s governing body frequently has the ability to affect
that organization’s operations. This ability is referred to as the primary government’s
ability to impose itswill on the organization. A primary government is able to impose
its will on an organization if it can significantly influence the programs, activities, or
level of service performed or provided by the organization. The existence of any one of
the following conditions clearly indicates that a primary government has the ability to
impose its will on an organization:

a.  Theability to remove appointed members of the organization’ s governing body at
will.

b. Theability to modify or approve the budget of the organization.

c. Theability to modify or approve rate or fee changes affecting revenues, such as
water usage rate increases.

d. The ability to veto, overrule, or modify the decisions of the organization’s
governing body.

e.  Theability to appoint, hire, reassign, or dismiss those persons responsible for the
day-to-day operations (management) of the organization.

Financial Benefit/Burden

A primary government that is accountable for an organization because it appoints a
voting majority of that organization’s governing body frequently receives a financia
benefit or incurs afinancia burden in the relationship. An organization has afinancial
benefit or burden relationship with the primary government if any one of these conditions
exists:

a  The primary government is legally entitled to or can otherwise access the
organization’ s resources.
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b. The primary government is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide financial support to, the
organization.

c. The primary government is obligated in some manner for the debt of the
organi zation.

Fiscal Dependency

The county may be financially accountable if an organization is fiscally dependent on the
county regardliess of whether the organization has a separately elected governing board, a
governing board appointed by a higher level of government, or ajointly appointed board.

Fiscal dependency does not necessarily imply that a financial benefit or burden relationship
exists. An organization is fiscally dependent on the county if the county is able to reduce or
modify the organization’s budget, the county has to approve tax levies or rates set by the
organization, or the county has to approve bonded debt issues of the organization. A
distinction should be made between substantive approvals and ministerial (or compliance)
approvals.

PRESENTATION:

Financial statements of the county should provide an overview of the county based on financid
accountability, yet allow users to distinguish between the primary government and its
component units. Because of the closeness of their relationships with the primary government,
some component units should be blended as though they were part of the primary government;
however, most component units should be discretely presented.

Most component units should be included in the financial reporting entity by discrete
presentation. Discrete presentation entails reporting component unit financial data in
columns/rows separate from the financial data of the primary government.

Even though it isdesirable for users to be able to distinguish between the primary government
and its component units, there are some component units that, despite being legally separate
from the primary government, are so intertwined with the primary government that they are,
in substance, the same as the primary government. These component units are reported as if
they were funds of the primary government. This method of inclusion is known as blending.
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A component unit should be blended with the primary government in either of the following
circumstances:

1.  Thecomponent unit’'s governing body is substantively the same as the governing body
of the primary government.

2. The component unit provides services entirely, or aimost entirely, to the primary
government or otherwise exclusively, or aimost exclusively, benefits the primary

governments even though it does not provide services directly to it. The essence of this
type of arrangement is much the same as an internal service fund.
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SUBJECT:
External Financial Reporting
PURPOSE:

To describe minimum requirements for general purpose external financial reporting and the
units of government which affect the county accounting system.

PRINCIPLES:

Management’s Discussion and Analysis (MD&A)

TheMD& A should introduce thebasic financia statements and provide an analytical overview
of the county’s financial activities. It is part of the required supplementary information;
however, it should be presented before the basic financial statements. The MD&A should
provide an objective and easily readable analysis of the county’ sfinancial activities. It should
include comparisons of current year to prior year based on the government-wide financial
information. It aso includes information regarding the county’s budget variances, capital
assets, long-term debt activity, and a description of currently known facts, decisions, or
conditions expected to have a significant effect on financial position or results of operations.

Basic Financial Statements

. Government-Wide Financial Statements (see Section 3340)

The government-wide financial statements require counties to distinguish between
governmental and business-type activities.

Governmental activities generally are financed through taxes, intergovernmental
revenues, and other nonexchange transactions. Governmental activities are usually
reported in the governmenta fund types and internal service funds in the fund financial
statements. Examples of governmental activities include public safety, highways and
streets, and welfare services.

August 2003

Minnesota County Financial Accounting & Reporting Standards




STANDARD PROCEDURES 3330

Reporting (Continued) Page 2

Business-type activities are financed in whole or in part by fees charged to the users of
the services. They are reported in the enterprise funds in the fund financial statements.
Examples include nursing homes and landfills.

Internal service funds are generally reported with the governmental activities, but they
may also be reported with the business-type activities if the predominant users of these
funds are enterprise funds. Some interfund balances are to be eliminated. (See
Eliminations in Section 3340.)

The government-wide financial statements consist of a statement of net assets and a
statement of activities. They are prepared using the economic resources measurement
focus and the accrual basis of accounting. Each statement distinguishes between the
governmental and business-type activities of the primary government and its discretely
presented component units.

Statement of Net Assets

The statement of net assets presents the county as one economic unit rather than a
compilation of different funds. The statement focuses on type of activities rather than
type of funds. Counties should report all capital assets, including infrastructure assets,
in the government-wide statement of net assets. The net assets should be reported in
three categories. invested in capital assets - net of related debt, restricted, and
unrestricted.

Statement of Activities

The statement of activities is a report on the results of the county’s operations. The
statement presents the cost of each function and the extent to which each of the county’s
functions, programs, or services either contributes to or takes away from the county’ s
genera revenues.

. Fund Financial Statements (see Section 3350)

Governmental Fund Financial Statements

Governmental funds should be reported using the current financial resources
measurement focus and the modified accrual basis of accounting. These funds are
presented by general fund, magjor funds, and aggregated nonmajor funds.
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Two statements are required: the balance sheet and the statement of revenues,
expenditures, and changesin fund balance. Genera capital assets and general long-term
liabilities are not reported in the governmenta fund balance sheet. The statement of
revenues, expenditures, and changes in fund balance reports information about the
inflows, outflows, and balances of current financial resources.

Each statement reports separate columns for the general fund and for other major
governmental funds. The nonmajor fundsare reported in aggregate in a separate column.

Proprietary Fund Financial Statements

Proprietary funds continue to be reported on the economic resources measurement focus
and the full accrual basis of accounting. These funds are reported as major enterprise
funds, aggregated nonmajor enterprise funds, and aggregated internal service funds.

Three statements are required for proprietary funds. statement of net assets; statement
of revenues, expenses, and changes in fund net assets; and statement of cash flows.

The proprietary statement of net assets presents assets and liabilities in a classified
format. Restricted assets are reported separately. Net assets should be reported in the
following three components. invested in capital assets - net of related debt, restricted,
and unrestricted.

The proprietary statement of revenues, expenses, and changes in fund net assets reports
in a specific format. All transactions affecting net assets are included. Revenues are
reported by major source. Expenses are reported by either detail (object) or function
level. Revenues and expenses should distinguish between operating and nonoperating.

Fiduciary Fund Financial Statements

Thefiduciary statements are prepared using the economic resources measurement focus
and full accrual basis of accounting. Two statements are required: statement of fiduciary
net assets and statement of changes in fiduciary net assets.

Agency funds should be reported in the statement of fiduciary net assets. Their fund

assets should equal fund liabilities. Agency funds do not have operations and should not
be included in the statement of changes in fiduciary net assets.
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The statement of fiduciary net assets should include information about the assets,
liabilities, and net assets for each fiduciary fund type and for smilar discretely presented
component units of the reporting entity.

The statement of changes in fiduciary net assets should include information about the
additions to, deductions from, and net increase (decrease) in net assets for the year for
each fiduciary fund type and component unit. It should provide information about
significant year-to-year changes in net assets.

Notes to the Financial Statements

Notes to the financia statements are essential to fair presentation of the basic financid
statements. The notes include the summary of significant accounting policies and summary
disclosure of such matters as significant contingent liabilities, encumbrances outstanding,
significant effects of subsequent events, pension plans, accumulated unpaid employee benefits
(such as vacation and sick leave), material violations of finance-related legal and contractual
provisions, debt service requirements to maturity, commitments under capitalized |leases,
construction and other significant commitments, any excess of expenditures over
appropriations in individual funds, deficit balances of individual funds, and interfund
receivables and payables. Any other disclosures necessary in the circumstances should be
included.

Required Supplementary |nformation

Statements, schedules, statistical data, and other information the Governmental Accounting
Standards Board deems necessary is reported as required supplementary information (RSI).
Except for the MD& A, RS, including budgetary comparison information, should be presented
immediately following the notes to the financial statements.

Four types of RSI must be presented where applicable:

. Budgetary comparisons (for the general fund and major special revenue funds),

. Infrastructure condition and maintenance data (for counties using the modified
approach),
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Pension trend data (for certain pension plans and participating employers), and

Revenue and claims development trend data (for public entity risk pools).

REPORTING TO OTHER GOVERNMENTAL UNITS:

The elements of the county accounting system are subject to the reporting requirements of the
agencies listed below which have administrative or statutory authority to request accounting
information.

In order to comply with statutory reporting requirements, counties should utilize the Uniform
Chart of Accounts in a manner that will give them the widest variety of externa reporting
capabilities.

The following state agencies may require financial data from Minnesota counties:

State Auditor - financial statements and related data;

Department of Revenue - tax and tax-related data, levy data, grants-in-aid;
Department of Human Services - financial and programmatic data;
Department of Headlth - financial and programmatic data;

Department of Corrections - financial and programmatic data;

Department of Transportation - basic cost accounting data and data to determine state-aid
money;

Department of Education (formerly Children, Families and Learning) - financial and
programmatic data;

Department of Public Safety - motor vehicle sales and data on finesimposed for statutory
violations;
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. PERA - retirement fund data;

. State Planning Agency - informational requests; and
. Department of Economic Security - financial and programmatic data.
In addition to state agencies, the following may require financial data:

. Judicia branch - under the Court Administrator’s Act, financial data will be reported;
and

. Legislature - specific requests.

Local units of government may require financial information asit relates to the counties’ trust
and agency function, court fines, special assessments, etc.

Additionally, numerous federal agencies, either directly or through state agencies, may require
significant quantities of accounting-related data from counties.
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SUBJECT:
Government-Wide Financial Statements
PURPOSE:

To describe minimum requirements for the government-wide financial statements on the
economic resources measurement focus and the full accrual basis of accounting.

PRESENTATION:

The government-wide financia statements consist of a statement of net assets and a statement
of activities. They are prepared using the economic resources measurement focus and the
accrual basis of accounting. Each statement distinguishes between the governmental and
business-type activities of the primary government and its discretely presented component
units. Statements should always have atotal column/row for the primary government. A total
column for the county as awholeis permitted but not required. Prior year or comparative data
may be presented in the government-wide statements but are not required.

The reports should follow the basic format illustrated in Section 4000 of this manual.

Statement of Net Assets

The statement of net assets presents the county as one economic unit rather than a compilation
of different funds. The statement focuses on type of activities rather than type of funds.
Counties should report al capital assets, including infrastructure assets, in the
government-wide statement of net assets. They should report the net assets in three categories:
invested in capital assets - net of related debt, restricted, and unrestricted.

The financial statements should include separate information for each major discretely
presented component unit. The county can meet this requirement in one of three ways.

1. Includeaseparate column for each mgor discretely presented component unit on the face

of the statement of net assets (with a single aggregated column for nonmajor component
units).
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2. Within the basic financia statements, include a combining statement of net assets for
major discretely presented component units (with a single aggregated column--nonmajor
component units--and a total column that supports the presentation on the face of the
government-wide statement of net assets).

3. Include condensed financial statementsfor each major component unit in the notes to the
financial statements.

The county has two format options to present net assets--either the net assets format (assets
minus liabilities equal net assets) or the balance sheet format (assets equal liabilities plus net
assets). COFARS illustrates the net assets format in Section 4000.

Assets

Assets should be presented either in order of their relative liquidity or in the classified format.
Liquidity describes how readily an asset can be converted into cash. Liquidity may aso depend
on whether restrictions exist limiting the use of those resources. Restricted assets should be
analyzed asto their liquidity and placed accordingly in the financial statement.

The statement’ s lines are not specifically defined and the county should use its own judgment
regarding how much detail it wants to present in the statement of net assets. For example,
capital assets may be one line or have separate lines for land, buildings, infrastructure, and
others. The county should list separately any assets with significant balances.

Liabilities

Liabilities should be presented in order of their relative liquidity based on their maturity or
when cash will be used to liquidate them.

Liabilities with average maturities greater than one year should be reported in two parts. the
amount due within one year and the amount due in more than one year. The face of the
financial statement should include a summary of liability balances and the details about
changes in liabilities should be provided in the notes to the financial statements. This
requirement applies not only to bonded debt but also to operating liabilities like compensated
absences and clams and judgments. The portion “due within one year” needs to be reasonably
estimated.
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Net Assets
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Page 3

The difference between a county’s assets and liabilitiesis its net assets. The county should

display net assets in three components:

. Invested in capital assets, net of related debt;
. Restricted net assets; and

. Unrestricted net assets.

Invested in Capital Assets - Net of Related Debt

The amount should be calculated as follows:

1. Capita asset balances in the statement of net assets (including restricted capital

assets);

2. Minus accumulated depreciation (if capital assets are not reported net); and

3. Minusoutstanding balances of any bonds, mortgages, notes, or other capital-related
debt attributable to the acquisition, construction, or improvement of those assets.

If no capital debt exists, the line should be captioned “invested in capital assets.”

All capital assets should be reported in “invested in capital assets, net of related debt,”
regardless of restrictions, but financial resources restricted for capital asset acquisition
should not be included. That is, unspent bond proceeds or capital grants on hand would
be reported as restricted net assets offset by the unspent portion of the bonds payable.

Capital assets related debt should include debt issued to refund existing capital-related
debt. When deducting the related debt, the amount of the debt should be adjusted for any

accumulated amounts of non-interest bearing or deep-discount debt discounts.
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If a county issued debt to finance the capital assets of another government, this debt
should not reduce the “invested in capital assets, net of related debt” unless the capital
assets are a so reported by the county issuing the debt. If the assets are not reported, the
debt should be reported in “unrestricted net assets.” |If the amount is significant, the
county should disclose detailsin the notes to the financial statements.

Restricted Net Assets

Net assets should be reported as restricted when constraints placed on their use are either
externally imposed by creditors (such as debt covenants), grantors, contributors, or laws
or regulations of other governments; or imposed by law through constitutional provisions
or enabling legidation.

Restricted net assets should be reduced by liabilities related to those assets. Restricted
net assets should be reported by the major categories of restrictions. No category of
restricted net assets can be negative. If liabilities related to restricted assets exceed those
assets, no balance should be reported, and the negative amount should be reported as a
reduction to unrestricted net assets.

Restricted net assets of permanent funds should be reported as expendable and
nonexpendable.

Unrestricted Net Assets

No specific criteriaexist for determining when an asset is an unrestricted net asset. Itis
the default category. If the asset does not meet the criteria for “capital assets, net of
related debt” or “restricted net assets,” it should be reported as unrestricted. Designations
of unrestricted net assets should not be reported on the face of the statement of net assets,
but can be disclosed in the notes to the financial statements.

It is possible for the “ unrestricted net assets’ to be a negative number.

Statement of Activities

The statement of activitiesis areport on the results of the county’ s operations. The statement
presents the cost of each function and the extent to which each of the county’s functions,
programs, or services either contributes to or takes away from the county’ s general revenues.
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The statement of activities distinguishes between governmental and business-type activities.
Eliminations are required between and within the fund/programs of the primary government.
Eliminating entries are not required between the primary government and its discretely
presented component units. These transactions are considered external, and the
receivabl es/payabl es between them should be reported on separate lines.

Interna service funds are not reported on the statement of activities unless they provide goods
or services to entities outside the primary government.

Expenses/Functions

At a minimum, the statement of activities should present activities accounted for in
governmenta funds by function. The standards define afunction asagroup of activitiesaimed
at accomplishing a major service or regulatory responsibility (for example, general
government, public safety, or human services). All functions of a government have expenses.
Some functions generate revenues.

The activities accounted for in the enterprise funds should be presented by different identifiable
activities. The activity isidentifiableif it has a specific revenue stream and related expenses
and gains and losses accounted for separately.

The county should be careful in determining what level of detail it will present in the statement
of activities. Programs may be presented for all or some functions. The statement, when too
detailed, may be overwhelming for its users. The samelevel of detail isnot required for each
function.

Direct Expenses

Report al expenses by function, except the special or extraordinary items and transfers.
At aminimum, counties should report direct expensesfor each function. Direct expenses
are those specifically associated with a service, program, or department and clearly
identifiable to a particular function. All expenses reported in the enterprise fund
financial statements (except special and extraordinary items) should be reported in the
business-type activities function as direct expenses of that function.
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Indirect Expenses

Indirect functions, such as genera government, support services, or administration
should report as direct expenses those expenses that are indirect expenses of other
functions. However, counties may alocate some or al indirect expenses to other
functions. If counties choose to alocate some or all indirect expenses, they must use a
separate column in the statement of activities. A total column of direct and indirect
expenses is optional.

Depreciation Expense

Depreciation expense should be reported on the statement of activities. Counties can use
any systematic and rational depreciation method. Depreciation expense for capital assets
that can be specifically identified with a function should be included in the direct
expenses of that function. Depreciation expense for shared capital assets should be
allocated to the functions sharing the assets.

If acapital asset, such as the county courthouse, serves essentially all functionsand it is
not practical to allocate the depreciation to those functions, that expense should be
reported in aseparate line or as part of the expenses of the genera government function.
If a county chooses a separate line, it should clearly indicate that the line excludes the
direct depreciation reported in the specific functions. Depreciation may also be allocated
through a separate indirect expense column.

Interest Expense

The interest on general long-term debt should be reported as a separate function. The
interest expense function should include interest on bonds and notes, capital leases and
other vendor financing arrangements, claims and judgments, pension-related debts, and
employer net pension obligations.

In extreme Situations, when the borrowing is essential to the creation or continuation of
the program and omitting interest expense would be misleading (for example, loan
programs), the interest on general long-term debt can be reported as a direct expense.
Then, the interest expense function line should be clearly labeled to show that not al
interest is reported there.
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Interest expense in enterprise funds should be reported as direct expenses for those
functions,

Revenues

Revenues are reported as either program or general revenues. Program revenues are generated
directly by the program itself. Nonexchange revenues (except taxes) are program revenues if
restricted to a specific program. If not restricted, they should be reported as general revenue.
Taxes are always general revenues, even if restricted to a specific program. Revenues from
the government itself (such as investment earnings) are usually general revenues.

Program Revenues

Program revenues reduce the expenses of the function/program that generates them and
show the net costs of the function/program to be financed with general revenues.
Generaly, program revenues should not be allocated to multiple functions.

Program revenues include charges for services and program-specific operating and
capital grants and contributions. Charges for services are to customers who purchase,
use, or directly benefit from the goods, services, or benefits. The charges generally result
from exchange or exchange-like transactions. They include fees for services, licenses,
permits, fines, forfeitures, special operating assessments, and charges for interfund
services. Chargesfor services should be reported net of any uncollectible amounts.

Chargesfor services are program revenues of afunction/program that assesses the charge
even if the money isrequired to be spent by a different function/program.

Operating revenues reported in enterprise funds should be reported as charges for
services of business-type activities. Nonoperating revenues, with the exception of taxes
and investment income, should also be reported as program revenues.

Program-specific grants and contributions, both operating and capital, arise from the
transactions with other governments, organizations, or individuals that restrict the use of
resources for particular purposes. They may be either mandatory or voluntary
nonexchange transactions. The restrictions indicate the function/program where they
should be reported. Not all grants and contributions are program revenues.
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Operating grants and contributions are used to finance operations of specific
functions/programs and should be reported separately from capital grants and
contributions. Capital grants and contributions are restricted to purchasing, constructing,
or renovating capital assets associated with a specific program.

Unrestricted grants and contributions should be reported as general revenues.

Earnings on endowments or permanent fund investments should be reported as program
revenuesif restricted to a program or programs specifically identified in the endowment
or permanent fund agreement or contract. Also, earnings on investments not held by
permanent funds may be legally restricted to specific functions or programs. Those
earnings should be reported as program revenues.

General Revenues

Genera revenues include all revenues and gains that do not meet the definition of
program revenues. The one exception is that taxes (including taxes levied for specific
purposes) should always be reported as general revenues. Taxes should be reported by
type of tax (property, sales, or other). General revenues also include gains from routine
selling or disposing of capital assets. General revenues are reported in the statement of
activities after the total net expense of the county’s functions.

All general revenues, including taxes, should be reported net of estimated refunds and
uncollectible amounts.

Shared revenues and entitlements should be reported in the same way as grants and
contributions.

Investment income (including realized and unrealized gains and losses) should be
reported as general revenues. Some possible exceptions include investment earnings
with specific restrictions, such as legal restrictions on permanent fund investments or
earnings on grants.

Investment income in enterprise funds should be reported as general revenues in the
business-type activities column in the statement of activities.
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Net Program (Expense) Revenue

Separate columns should be used to identify net program (expense) revenue for each
function/program category of the governmental activities and business-type activities and for
discretely presented component units.

Contributions to term and permanent endowments and permanent fund principal should be
reported in a separate category after general revenues. They cannot be used to finance any
function/program, so they cannot be reported as a reduction of functional expenses.

Extraordinary and special items should be reported in a separate category after generd
revenues and endowment and permanent fund contributions.

Extraordinary items are transactions or other events that are both unusual in nature and
infrequent in occurrence. Examples of extraordinary items might include environmental
or natural disasters.

Special items are significant transactions or other events within the control of
management that are either unusual in nature or infrequent in occurrence (for example,
the sale of certain capital assets, an early retirement program, or the forgiveness of
significant debt). Transactions or other events that are either unusual or infrequent, but
not within the control of management, should be disclosed in the notes to the financial
Statements.

Before classifying atransaction or event as extraordinary or specia, a county should assess the
materiality and significance of the transaction or event in the context of the financial statement
in which it will be presented. Something significant or material in the fund financia
statements may not be significant or material in the government-wide financia statements.

Transfers within the governmental or business-type activities are eliminated. The net amount
transferred between the two types of activities should be reported as a single line after special

items. Interfund paymentsin lieu of taxes (PILOTS) that are not payments for services (or are
not reasonably equivalent to the value of services provided) should be reported as transfers.

August 2003

Minnesota County Financial Accounting & Reporting Standards




STANDARD PROCEDURES 3340

Reporting (Continued) Page 10

Eliminations

Eliminations are necessary to report information about the overall county without displaying
individual funds. Interfund activities and balances are eliminated to avoid inappropriate
“grossing-up” of balances and activities.

Transactions between the primary government and discretely presented component units
should betreated asif they are between unrelated third parties. No eimination should be made
for these transactions in the primary government columns or the discretely presented
component unit column(s). Payables and receivables between the primary government and
discretely presented component units or between component units should be reported in
separate lines in the statement of net assets.

Transactions between the primary government and blended component units should be
reclassified or eliminated in the same way asinternal activities and balances within the primary
government. The eliminations or reclassifications will prevent the government from double
counting.

First, transactions should be eliminated within the governmental activities column and
business-type activities column and then separately in the primary government column for the
balances between the governmental and business-type activities. An eimination columninthe
statements is not necessary. The internal balances can be reported in a single line in both
governmental and business-type activities. One of them will be negative and they should add
to zero.

Statement of Net Assets

To complete the statement of net assets, do the following eliminations:

1. Eliminate interfund receivables and payables between funds reported in the
governmental activities column. Include internal service funds unless they are
reported in the business-type activities column. Add the amounts together;
receivables should equal payables. Eliminate both the asset and liability in the
governmental activities column.
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2.

Eliminate interfund receivables and payables between funds reported in the
business-type activities column. Include internal service funds unless they are
reported in the governmental activities column. Add the amounts together;
receivables should equal payables. Eliminate both the asset and liability in the
business-type activities column.

Eliminate interfund receivables and payables between governmental and
business-type activities from the primary government column. Internal payables
should equal internal receivables.

Reclassify amounts due from or to fiduciary funds as external receivables or
payables.

Statement of Activities

The following internal or interfund activities should be analyzed for elimination or
reclassification in the statement of activities.

1.
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Internal service fund. Only residual balances are reported. Internal revenues
(except investment income) and expenses (except interest) should be netted. The
difference should be charged back entirely or on a pro-rata basis to the
funds/functions that used services or acquired goods from that internal service
fund. That is, if the internal service fund reports net income, the entire amount
should be charged back to the participating funds and would reduce their expenses
related to the services and goods purchased from that fund.

Before dlocating any of the balances, the county should consider their materiality.
Also, instead of prorating balances to different functions, it may be sufficient to
allocate the entire amount to the predominant function--that is, if such failure to
allocate would not materially affect the government-wide financial statements. The
revenues and expenses associated with services provided to external customers
should be excluded from this alocation.
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2.
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Interfund activity similar to internal service fund charges. When adifferent fund
than internal service (for example, general fund) provides services to other funds
and reports the charges as revenue, both amounts (revenue and expense) should be
eliminated. If the fund providing the service reports the charges as a reduction of
its own expenses (that is, as an interfund reimbursement), the elimination is not
necessary.

Allocation of overhead expenses. Although not acting as internal service funds,
some funds charge other funds for what are, in effect, alocations of overhead
expenses. These allocations should be treated the same way as interfund activity.

Interfund services provided and used (quasi-external transactions). The “like
external” sales and purchases of goods or services should not be eliminated.

Transferswithin the governmental or business-typeactivities have to be eliminated.
The net amount transferred between both types of activities should be reported on
asingle line after extraordinary and special items.

Transactions between different functions but within the same fund should be
eliminated. They should be reported in the function to which they were allocated.
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To describe minimum requirements for the fund financial statements on the different

measurement focuses and the full/modified accrual bases of accounting.

PRINCIPLES:

Fund Types

Funds are classified into one of three basic fund types: governmental, proprietary, or fiduciary.

The governmental fund type consists of .

The proprietary fund type consists of:

Genera Fund

Specia Revenue Funds
Debt Service Funds
Capital Project Funds

Permanent Funds

Enterprise Funds

Internal Service Funds
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Although internal service funds are classified in the proprietary fund type (and are reported as
such in the fund financial statements), they should generally be included as part of the
governmental activities in the government-wide financial statements. If an internal service
fund’ s predominant customers are external entities or enterprise funds, it would be reported
with the business-type activities in the government-wide financial statements.

The fiduciary funds are limited to account for resources that are not available to support the
county’ s operations and programs. This fund type includes:

. Private-Purpose Trust Funds
. Pension (and Other Employee Benefit) Trust Funds
. Investment Trust Funds (GASB Statement 31)

. Agency Funds (If the agency fund holds amounts for other funds of the county, those
amounts would be reclassified to the appropriate fund for financial statement reporting.)

Major Funds

The governmental and proprietary fund financial statements have to provide financia
information for each magjor fund in a separate column. Mgjor funds represent the county’s
most important funds and are determined by a mathematical calculation. However, funds that
do not meet the major fund mathematical criteria may be reported as major if they are of
particular importance or interest to users. A county should consider the following factors when
deciding to report other funds as major funds:

. Political/social sensitivity of the activities financed from that fund,

. Impact or potential impact of that fund on other programs or services,

. Significance of that fund on financing activities that are of high interest to the public,
. Existence of known uses or users of that information (such as bond rating companies),
. Relative size, and

. Y ear-to-year consistency in reporting.
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Major fund reporting applies only to governmental and enterprise funds. It does not apply to
internal service or fiduciary funds. The determination of which funds are major must be made
each year. The general fund is aways reported as a major fund.

Governmental and enterprise funds are required to be reported as major funds if they meet the
following criteria:

1

Total assets, liabilities, revenues, or expenditures/expenses (of the year being reported)
of that individua fund are at least ten percent of the corresponding element total (assets,
liabilities, etc.) for al funds of that category or type (either total governmental funds or
total enterprise funds); and

The same element (assets, liabilities, etc.) that met the above ten percent is at least five
percent of the corresponding element total for all governmental and enterprise funds
combined.

A spreadsheet is available on the Office of the State Auditor's website at
www.osa.state.mn.us to help in determining maor funds. However, while using the

spreadsheet, remember:

1. Theindividua fund has to meet both criteria to be required to be reported as a major
fund.

2. No elimination of interfund balances are necessary to apply the criteria, although
significant amounts of interfund payables and receivables may be netted.

3. Tota revenues means al revenues--both operating and nonoperating revenues of
enterprise funds, including capital contributions. It does not include other financing
sources, transfers, or extraordinary items.

4. Tota expenditures/expenses means all expenditures or expenses--both operating and
nonoperating expenses of enterprise funds. It does not include other financing uses,
transfers, or extraordinary items.

5.  Thetest should be applied to the amounts reported in the fund financia statements of the
current year being reported.
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Nonmajor Funds

Nonmajor funds should be aggregated and reported in a single column to the right of the major
fundsin thefinancia statements. Itisnot permitted to use more than one column for nonmajor
funds. Interfund transactions and balances may be, but are not required to be, eliminated when
nonmajor funds are combined.

If there are no major enterprise funds, all enterprise funds should be reported in one column
and the internal services in a second column on the proprietary funds financial statements.
Internal service fundswill always be combined into one column to the right of the major and
aggregated nonmajor enterprise funds on the proprietary funds financial statements.
Combining statements for nonmajor funds are presented as supplementary information.

On the balance sheet, any unreserved fund balances of nonmajor funds should be displayed by
fund type.

Fiduciary funds are to be reported in the fund financial statements by fund type--pension trust,
investment trust, private purpose trust, or agency.

PROCEDURES:

Governmental Funds' Financial Statements

Governmental funds should be reported using the current financial resources measurement
focus and the modified accrual basis of accounting. A reconciliation of total governmental
fund balances to net assets of the governmental activities in the statement of net assets is
required. The reconciliation may be presented either at the bottom of the balance sheet or in
an accompanying schedule.
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Balance Sheet

Thefinancial information isrequired to be reported in separate columns for the general fund,
each major governmental fund, and all nonmajor governmental fundsin the aggregate. Current
assets, liabilities, and fund balances of the governmental funds should be displayed in abalance
sheet format: Current Assets = Current Liabilities + Fund Balance. Capital assets and genera
long-term liabilities are not reported in the governmental fund balance sheet. They are reported
only in the government-wide financial statements.

When preparing the governmental funds' balance sheet, remember:
. Unreserved fund balances of nonmajor funds should be reported by fund type.

. Interfund liabilities should be reported as fund liabilities regardless of their date of
scheduled repayment. Interfund loans may be reported as short-term or long-term
liabilities depending on their conditions. Fund balances should be reserved for
noncurrent interfund receivables.

. Equity interest in joint ventures should not be reported as an asset in the governmental
funds balance sheet, except for amounts that meet the definition of financial resources
(that is, receivables from/payables to the joint ventures). All equity interest should be
reported in the government-wide financial statements.

. A reconciliation that shows adjustments made between the balance sheet and the
government-wide statement of net assetsis required on the bottom of the balance sheet.

Statement of Revenues, Expenditures, and Changes in Fund Balance

The governmental funds' statement of revenues, expenditures, and changes in fund balance
reports information about the inflows, outflows, and balances of current financial resources of
each major governmental fund and for the nonmajor governmental fundsin the aggregate. The
statement is arranged:
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Revenues (detailed)
Expenditures (detailed)

Revenues over (under) expenditures

Other financing sources and uses, including transfers (detailed)
Specia and extraordinary items (detail ed)

Net change in fund balances

Fund balances - beginning
Fund balances - ending

When preparing the governmental funds' statement of revenues, expenditures, and changesin
fund balance, remember:

The governmental fund statements should classify revenues by major source (taxes,
licenses and permits, etc.) and expenditures by function (general government, public
safety, highways and streets, human services, etc.). Additional details may be included.

Debt issue costs paid out of either debt proceeds or from existing resources should be
reported as expenditures. When debt is issued, the face amount of the debt should be
reported as other financing sources, and debt premiums or discounts should be shown as
a separate component of other financing sources (uses).

Sales of assets (unless considered a specia item) and transfers should aso be shown as
separate categories of other financing sources (uses).

Extraordinary and special items should be separated after other financing sources (uses).

Counties are required to provide a summary reconciliation between total change in
governmental fund balances and the change in net assets in governmental activities in the
statement of activities. The reconciliation may be presented either on the statement of
revenues, expenditures, and changes in fund balance or in an accompanying schedule.
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Proprietary Funds Financial Statements

Proprietary funds are presented using the economic resources measurement focus and the full
accrual basis of accounting, the same way as in the government-wide financial statements.
Each major enterprise fund, all nonmajor enterprise funds in the aggregate, and all internal
service funds in the aggregate are reported (in separate columns) in the proprietary funds
financia statements.

The following are required fund financial statements for proprietary funds:

. Statement of net assets (or balance sheet);

. Statement of revenues, expenses, and changes in fund net assets; and

. Statement of cash flows.

The statements should include a combined total column for all enterprise funds. The
information in that column flows directly to the business-type activities column on the
government-wide financial statements. Interfund eliminations within enterprise funds are not

required.

Statement of Fund Net Assets or Balance Sheet

Governments have the option of two reporting formats: statement of net assets format (assets
minus liabilities equal net assets) or balance sheet format (assets equal liabilities plus net
assets).

The assets and liabilities should be presented in a classified format. This requires reporting
assets and liabilities as either current or noncurrent. A one-year cut-off is typical when
determining if assets are expected to be realized in cash or consumed and liabilities are
expected to be paid. Current assetsinclude cash available from current operations, receivables,
inventories, prepaid expenses, and investments. Current liabilities include accounts payable,
notes payable, amounts due to other funds, current portions of long-term debt, current portions
of compensated absences, and claims and judgments payable.
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Restricted assets are reported as a separate line item.  Restrictions are required to be reported
for assets restricted for use other than operations, assets restricted for the acquisition or
construction of noncurrent assets, and assets restricted for sinking funds or for the liquidation
of long-term debts. Most restricted assets are noncurrent. However, restricted assets to be
used in current operations (for example, certain grants) should be reported as current assets.
Liabilities payable from restricted assets may be reported separately.

Fund net assets should be reported in three components:

. Invested in capital assets, net of related debt;

. Restricted (list by major restriction); and

. Unrestricted.

If internal service funds are reported as business-type activities in the government-wide
statement of net assets, areconciliation may be necessary between the statement of fund net

assets and the government-wide statement of net assets.

Statement of Revenues, Expenses, and Changes in Fund Net Assets

A specific format is required for this statement:

Operating revenues (detailed)

Operating expenses (detailed)

Operating income (10ss)

Nonoperating revenues and expenses (detailed)

Income before other revenues, expenses, gains, losses, and transfers
Capital contributions (detailed)

Additions to permanent and term endowments (detail ed)
Special items (detailed)

Extraordinary items (detail ed)

Increase (decrease) in net assets

Net assets - beginning of period

Net assets - end of period

Thisisan al-inclusiveformat. All transactions (including capital contributions) that affect net
assets should be included. No amounts may be reported as direct additions to net assets.
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Revenues should be reported by magor source. All revenues should be reported net of
discounts and allowances, which should be reported parenthetically or in the notes to the
financia statements. Uncollectible amounts should not be reported as expenses but as an
adjustment to revenues.

Revenues and expenses should distinguish between operating and nonoperating. Counties
should establish their own policy for defining operating and nonoperating revenues and
expenses, and the policy should be disclosed in the notes to the financial statements. The
following revenues usually would be considered nonoperating:

. Operating grants and contributions and grants and contributions that are not restricted to
either operating or capital functions.

. Property or other taxes.

. Exchange-like transactions that are restricted for capital or financing purposes.

. Interest and dividends and realized and unrealized gains or losses on investments.
. Interest expense, debt issue expenses, and premiums or discounts on debt.

Counties should consider the nature of the activity being reported when classifying the
revenues in the financial statements.

Both operating and nonoperating expenses may be detailed at the object or function level.
If the amounts differ between the statement of revenues, expenses, and changes in fund net
assets and the business-type activities presented in the government-wide statement of changes

in net assets, counties should present a summary reconciliation.

Statement of Cash Flows

For proprietary funds, a statement of cash flows is required and is prepared using the direct
method of cash flows. The statement should consist of the following sections:
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C Cash flows from operating activities.

C Cash flows from noncapital financing activities.

C Cash flows from capital and related financing activities.
C Cash flows from investing activities.

C The change for the year in cash and cash equivalents.

C Reconciliation of operating income (loss) to net cash provided (used) by operating
activities.

Also, if applicable, asection identifying significant non-cash transactions should be included.
If not clearly evident from the statement, the ending amount of cash and cash equivalents
should reconcile with the statement of net assets.

Fiduciary Funds Financial Statements

Two statements are required for fiduciary funds. statement of fiduciary net assets and
statement of changes in fiduciary net assets. The fiduciary statements are prepared using the
economic resources measurement focus and full accrual basis of accounting.

Magjor fund reporting does not apply to fiduciary funds. Component units that are fiduciary in
nature should be reported within the fund type columns with the fiduciary funds of the primary
government--a separate column for fiduciary component units should not be presented.

Agency funds should be reported in the statement of net assets, and fund assets should equal
fund liabilities. Agency funds do not have operations and should not be reported in the
statement of changesin fiduciary net assets.

Statement of Fiduciary Net Assets

This statement should include information about the assets, liabilities, and net assets for each
fiduciary fund type and similar discretely presented component units. Since the statement of
fiduciary net assets is an equivalent to the statement of plan assets required by GASB
Statement 25, the county should provide a sufficient level of detail to meet both requirements.
If not, the county should clearly indicate where else that information is displayed.
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Net assets should be labeled based on the purpose for which they are held in trust, such as
“held in trust for investment pool participants.”

Statement of Changesin Fiduciary Net Assets

The statement of changesin fiduciary net assets should include information about the additions
to, deductions from, and net increase (decrease) for the year in net assets for each fiduciary
fund type and similar discretely presented component units. It should provide information
about significant year-to-year changes in net assets. The county should provide additional
detail s about investments and provide the required level of detail for al other fiduciary funds
or clearly indicate where that information is displayed.
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SUBJECT:

Notes to the Financial Statements

PURPOSE:

To describe minimum requirements for the notes to the basic financial statements.
PRINCIPLES:

The notes to the financial statements are intended to communicate information necessary for
afair presentation of financial position and results of operations that is not readily apparent
from, or cannot be included in, the financia statementsthemselves. The notes are an integral

part of the financial statements and should supplement them.

Notes to the financial statements may be in various formats, such as narrative, tables,
schedules, or matrices, as long as they include the required information.

PROCEDURES:

The presentation format for note disclosures is open to professiona judgment. The only
specific requirement addressed in authoritative guidance concerns the summary of significant
accounting policies (SSAP). The SSAP must be either a separate disclosure at the beginning
of the notes or at the beginning of the first note. The authoritative guidance addresses the
content of the notes but does not prescribe a particular format. It isthe responsibility of the
preparer to present the note disclosures in the manner that most effectively (and concisely)
provides the information necessary for fair presentation.

The authoritative literature requires that financial statements be accompanied by a SSAP. The
SSAP should include any of the following situations:

. The selection of apolicy from existing acceptable aternatives (for example, depreciating
infrastructure assets rather than using the modified approach).
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. Principles and methods peculiar to the industry in which an entity operates (for example,
defining the governmental reporting entity).

. Unusual or innovative applications of generally accepted accounting principles.

The preparer may use any note disclosure sequence that is logical and consistent.
Section 4XXX contains some sample note disclosures. While note disclosures themselves
should be indexed in alogical manner, a separate index page (similar to atable of contents)
for the note disclosures is not necessary.

Note disclosures should be included only for information specifically applicable to the entity.
Negative disclosures should be avoided. For example, if a county does not have any materia
subsequent events, then references should not be made to subsequent events. The notes should
focus on the primary government--specifically, its governmental activities, business-type
activities, mgjor funds, and nonmgjor funds in the aggregate.

Certain information may be presented either on the face of the financial statements or in the
notesto the financial statements. Disclosure in the notesto the financial statements is needed
only when the information required to be disclosed is not displayed on the face of the financia
statements.

Notesto the financia statements essential to fair presentation in the basic financial statements
include:

1.  Summary of significant accounting policies, including:

a A description of the government-wide financial statements, noting that neither
fiduciary funds nor component units that are fiduciary in nature areincluded. This
section could include descriptive comments about the purposes and scope of the
statements of net assets and activities. For example, disclosures could address
what are governmental and business-type activities, why fiduciary funds and
similar component units are not included, what are the components of net assets,
and what are the key elements of the statement of activities. Thisdiscussion differs
from that in the Management’s Discussion and Analysis which is oriented more
toward the relationship of the government-wide financial statements to the fund
financia statements.
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b.

August 2003

A brief description of the component units of the reporting entity and their
relationship to the county. This should include a discussion of the criteria for
including the component units and how the component units are reported. Also,
it should include information about how the separate financial statements for
individual component units may be obtained.

A description of the activities accounted for in each of the following
columns--major funds, internal service funds, and fiduciary fund types--presented
in the basic financial statements.

The measurement focus and basis of accounting used in the government-wide
statements.

The revenue recognition policies used in fund financial statements, including the
length of time used to define available for purposes of revenue recognition in the
governmental fund financial statements.

The policy for eliminating internal activity in the government-wide statement of
activities. The disclosure is intended to give readers a general understanding of
how internal activity is reported in the statement of activities. For example, the
policy could explain that direct expenses (charges based on actual use) are not
eliminated, whereas indirect expense allocations made in the funds are reversed
(unless reported in the separate column). Similarly, the note could explain
generally which internal payments are reported as program revenues and which
ones reduce the expenses of the reimbursed programs.

The policy for capitalizing assets and for estimating useful lives of those assets
(used to calculate depreciation expense). Governments that choose to use the
modified approach for reporting eligible infrastructure assets should describe that
approach.

A description of the types of transactions included in program revenues and the
policy for allocating indirect expenses to functions in the statement of activities.

The policy for defining operating and nonoperating revenues of proprietary funds.

The policy for applying FASB pronouncements issued after November 30, 1989,
to business-type activities and to enterprise funds of the primary government.
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k.  Thedefinition of cash and cash equivalents used in the statement of cash flows for
proprietary funds.

. The county’s policy regarding whether to first apply restricted or unrestricted
resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available. Does the county expend restricted funds only
when unrestricted amounts are insufficient or unavailable, or do they spend
restricted funds first and use unrestricted resources when restricted funds are
depleted (for example, tax increment monies)?

2.  Cash deposits with financia institutions.

3. Investments.

4.  Significant contingent liabilities.

5. Encumbrances outstanding.

6. Significant effects of subsequent events.

7.  Annua pension cost and net pension obligations.

8.  Significant violations of finance-related legal or contractual provisions and actions taken
to address such violations.

9.  Debt servicerequirementsto maturity. Requirementsshould be shown separately by year
for each of the five subsequent years and in five-year increments thereafter. Also,
principal must be shown separately from interest for each of those years.

10. Commitments under noncapitalized (operating) leases.

11. Construction and other significant commitments.

2. Required disclosures about capital assets. The information provided should be divided
into major classes of capital assets as well as between those associated with
governmental activities and those associated with business-type activities. Capital assets
that are not being depreciated should be disclosed separately from those that are being
depreciated. Information presented should include beginning and end-of-year balances
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13.

14.

15.

16.

17.

(with accumulated depreciation presented separately from historical cost), capital
acquisitions, sales or other dispositions, and current-period depreciation expense, with
disclosure of the amounts charged to each of the functions in the statement of activities.

Required disclosures about long-term liabilities. The information provided should be
divided into major classes of long-term liabilities as well as between those associated
with governmental activities and those associated with business-type activities. Both
long-term debt (such as bonds, notes, loans, and leases payable) and other long-term
liabilities (such as compensated absences and claims and judgments) should be included.
Information presented about long-term liabilities should include beginning and
end-of-year balances, increases and decreases (presented separately), the portions of each
item that are due within one year of thefinancial statement date, and which governmental
funds typically have been used to liquidate other long-term liabilitiesin prior years.

Deficit fund balance or net assets of individual nonmajor funds.
Interfund receivables and payables.

For each magjor component unit, the nature and amount of significant transactions with
other discretely presented component units or with the primary government.

Disclosures about donor-restricted endowments.

The above notes to the financial statements are not all-inclusive, and additional disclosures
should be made, if applicable. Some possible additional disclosures include:

1.  Entity risk management activities.
2. Property taxes.
3. Segment information for enterprise funds.
4.  Condensed financial information for major discretely presented component units.
5. Short-term debt instruments and liquidity.
6. Related party transactions.
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7. Thenature of the primary government’s accountability for related organizations.

8. Capital leases.

9.  Joint ventures and jointly-governed organizations.

10. Debt refundings.

11. Nonexchange transactions, including grants, taxes, and contributions, that are not
recognized because they are not measurable.

12. Fund balance designations.

13. Interfund eliminations in fund financial statements not apparent from headings.

14. Pension plans.

15. Bond, tax, or revenue anticipation notes excluded from fund or current liabilities
(proprietary funds).

16. Nature and amount of inconsistencies in financia statements caused by transactions
between component units having different fiscal year-ends or changesin component unit
fiscal year-ends.

17. In component unit separate reports, identification of the primary government in whose
financia report the component unit isincluded and a description of its relationship to the
primary government.

18. Reverse repurchase and dollar reverse repurchase agreements.

19. Securities|ending transactions.

20. Specia assessment debt and related activities.

21. Demand bonds.

22. Post-employment benefits other than pension benefits.
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23. Landfill closure and postclosure care.

24. On-behalf payments for fringe benefits and salaries.

25. Entity involvement in conduit debt obligations.

26. Sponsoring government disclosures about external investment pools reported as
investment trust funds.

27. The amount of interest expense included in direct expenses in the government-wide
statement of activities.

28. Significant transactions or other events that are either unusual or infrequent but not
within the control of management.

29. Nature of individual elements of a particular reconciling item if obscured in the
aggregated information in the summary reconciliation of the fund financial statements
to the government-wide statements.

30. Discounts and allowances that reduce gross revenues when not reported on the face of

the financia statements.

Governments may elect to report budgetary comparison information in a budgetary comparison
statement as part of the basic financial statements rather than as required supplementary
information. If the budgetary comparison information is included in the basic financia
statements, the notes should include disclosures of any excess of expenditures over
appropriationsin individual funds presented in the budgetary comparison statements.

Section 4XXX provides a suggested disclosure sequence for the notes to the financia
statements.
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SUBJECT:
Required Supplementary Information
PURPOSE:
To describe required supplementary information.
PRINCIPLES:
Required supplementary information (RSI) consists of schedules, statistical data, and other
information that the Governmental Accounting Standards Board (GA SB) has determined are
an essentia part of financial reporting and should be presented with, but not part of, the basic
financial statements of a governmental entity. With the exception of the Management’s
Discussion and Analysis (MD&A), al RSI should be presented immediately following the
notes to the basic financial statements. GASB requires as RSI:
C MD&A,;
C Budgetary comparisons;
C Infrastructure condition and maintenance data, if using the modified approach;
C Pension trend data; and

C Revenue and claims development trend data for public entity risk pools.

PROCEDURES:

MD&A
The MD& A should provide the users with an introductory narrative, overview, and analysis
of the basic financial statements. AlthoughitisRSI, the MD& A should be presented before

the basic financia statements. It introduces the basic financial statements and notes and is
meant to guide the readers through those statements and notes.
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The MD&A should be written by the county auditor, finance manager, controller,
administrator, or someone in asimilar position. It should be objective and easily readable.
The objectivity is a result of being solely based on information that comes from the basic
financial statements and facts currently known by management. It should discuss both
positive and negative outcomes of the county’s operations. Counties are encouraged to use
charts, graphs, and tables to enhance the understandability of the MD&A.

The MD& A should focus on the primary government. The decision whether to address matters
related to component units depends on the size of a particular component unit in comparison
with other discretely presented component units and the nature of its relationship with the
primary government. Any discussion in the MD& A involving both the primary government
and its discretely presented component units must be distinguishable between the two.

The content of the MD&A is a specifically required set of information that the county must
address. Sincethe MD&A isarequired part of RS, it should not contain additional topics that
are not specified in this section. However, the county isfreeto provide whatever level of detail
it feelsis appropriate in addressing each topic.

Discussion of the Basic Financial Statements

The discussion portion of the MD&A should describe the financial statements and the
significant differences in the kinds of information each statement provides. It should focus on
the relationship between governmental funds and governmental activities.

Condensed Comparative Financial Data

The MD& A should provide condensed financial statements derived from the government-wide
financia statements for both the current and prior fiscal period. Comparative data should be
provided for:

. Total assets, distinguishing between capital and other assets.

. Totd liabilities, distinguishing between long-term and other liabilities.

. Total net assets, distinguishing between amounts invested in capital assets net of related
debt, restricted amounts, and unrestricted amounts.

. Program revenues, by major source.
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. General revenues, by major source.
. Tota revenues.
. Program expenses, by function.

. Total expenses.
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. Excess (deficiency) before contributions, specia and extraordinary items, and transfers.

. Contributions.

. Specia and extraordinary items.
. Transfers.

. Change in net assets.

. Ending net assets.

The above information should be presented in the form of condensed financial statements. The
government may use graphs or charts to supplement or elaborate the statements, but not to

replace them.

Overal Analysis of Financial Position and Results of Operations

The MD&A should discuss and analyze the county’s financial position and results of
operations. This discussion and analysis needs to address whether the county’s overall
financia position hasimproved or deteriorated. The MD&A should provide reasons for the
significant changesin financial position, not just the changes and their size or percentage of
change. The overall analysis discussion needs to address separately the governmental and

busi ness-type activities and should emphasize the current year.
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Fund Analysis

The fund analysis focuses on significant balances and operations of individual maor funds.
The discussion should emphasize the reasons for significant changes in fund balances
(governmental funds) or fund net assets (proprietary funds). Additional information should
be provided on any significant limitations on the future use of fund resources.

Budget Variances in the General Fund

The MD& A should address, on a budgetary basis, the significant differences between:
. The original budget for the general fund and the final anended budget, and
. The final amended budget for the general fund and the actual amounts.

The analysis should give reasons for variancesiif they significantly affect either future services
or liquidity.

Capital Asset and Long-Term Debt Activity

The MD& A should describe significant changesin:

. Capital assets,

. Long-term debt,

. Commitments for capital expenditures, and

. Debt limitations that could affect the financing of planned facilities or services.

This section is not intended to repeat information provided in the notes, but should be
summarized and referenced to the more detailed information provided in the notes.

Infrastructure

Counties that elect to use the modified approach to infrastructure reporting should discuss all
of thefollowing in the MD&A:
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Significant changes in condition levels of infrastructure assets.

How current condition levels compare with target condition levels established by the
county.

Significant differences between the amount estimated to be necessary for maintaining
and preserving infrastructure assets at target condition levels and the actual amounts of
expense incurred for that purpose during the current fiscal period.

Other Potentially Significant Matters

The MD& A should also address any currently known facts, decisions, or conditions that are
expected to have asignificant effect on financia position. This discussion should be based on
events or decisions that have already occurred or have been enacted, adopted, agreed upon, or
contracted. 1n some instances, issues discussed here will also be disclosed in the notes to the
financial statements as subsequent events or contingencies. The discussion should also address
the effect on governmental and business-type activities separately.

Examples of the types of situations for such reporting are:

Award and acceptance of amajor grant.

Adjudication of significant lawsuit.

Reassessment of taxable property.

Completion of an agreement to locate a major manufacturing plant in the county.
A flood that caused significant damage to the county’ s infrastructure.

A renegotiated labor contract with government employees.
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BUDGETARY COMPARISONS SCHEDULES

Budgetary comparison schedules should be presented in the RSI for the general fund and each
major special revenue fund that has alegally adopted annual budget. However, counties may
elect to report the budgetary comparison information in a budgetary comparison statement as
part of the basic financial statements (with the fund financial statements after the related
statement of changes in revenues, expenditures, and changes in fund balance), rather than as
RSI. The format and contents of the budgetary comparisons are the same in either case.

Budgetary comparison schedules should provide at |east three separate types of information.

1. Theoriginal budget--the first complete legally appropriated budget adjusted for changes
occurring before the beginning of thefiscal year. The original budget should also include
actual appropriation amounts automatically carried over from prior years by law.

2. Thefinal budget--including al legally authorized changes occurring during and after the
end of the fiscal year.

3. Actual inflows, outflows, and balances--these should be reported on the same basis asthe
legally adopted budget.

Notes to RSl should disclose an explanation of the excesses of expenditures over
appropriations in individual funds presented in the budgetary comparisons. If budgetary
comparison information isincluded in the basic financia statements, these disclosures should
be in the notes to the financial statements rather than the notes to RSI. If the excess of
expenditures over appropriations is considered a material violation of legal provisions, the
disclosure should be made in the notes to the financial statements al so.

Counties may present the budgetary comparison schedules using the same format, terminol ogy,
and classification as the budget document or using the format, terminology, and classifications
in a statement of revenues, expenditures, and changes in fund balances. Regardless of the
format used, the schedule should be accompanied by information that reconciles budgetary
information to generally accepted accounting principles information. The reconciliation may
be in a separate schedule in the notes to RSI.
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INFRASTRUCTURE CONDITION AND MAINTENANCE DATA

Counties that follow the modified approach have to present the following information for all
infrastructure reported using that method:

1

The results and dates of the three most recently completed condition assessments to
demonstrate the assets have been maintained at or above the condition level established.

The estimated annual amount needed and actual amount expensed to maintain or
preserve infrastructure assets at the level established, with each presented for the past
fivereporting periods. The estimated annual amount must be determined using the assets
management system. It should be calculated at the beginning of the fiscal year and
documented providing an auditor with information necessary for the comparison of
estimated and actual amounts.

These schedules should be accompanied by the following disclosures as notes to RSI:

The basis for the condition measurement and the measurement scale used to assess and
report the condition.

The condition level at which the county intends to preserve its infrastructure assets
reported on the modified approach.

Factors that significantly affect trends in the information reported in the required
schedules, including any changes in the measurement scale, the basis for the condition
measurement, or the condition assessment methods used during the periods covered by
the schedules. If thereisachange in the condition level at which the county intends to
preserve the eligible infrastructure assets, an estimate of the effect of the change on the
estimated annual amount to maintain and preserve those assets for the current period
should be disclosed.
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PENSION TREND DATA

Governments that administer defined benefit pension plans must present a schedule of funding
progress and a schedule of employer contributions as RSI. Since no counties currently
administer defined benefit pension plans, examples are not included here. Information on
required disclosures may be obtained in GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosure for Defined Contribution Plans, and
GASB Statement No. 27, Accounting for Pensions by State and Local Governments.

Revenue and Claims Development Trend Data for Public Entity Risk Pools

Governments that sponsor public entity risk pools must present tables of information on
revenues and claims development trends for the pools. Since no counties currently sponsor
public entity risk pools, examples are not included here. Information on required disclosures
may be obtained in GASB Statement No. 10, Accounting and Financial Reporting for Risk
Financing and Related Insurance Issues, Statement No. 30, Risk Financing Omnibus, and
Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools.
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SUBJECT:
Minimum Budgeting
PURPOSE:
To develop arationa plan within each county for raising and spending financial resources.

DEFINITIONS:

A budget isaforecast of expected resources and the purposeful distribution of those resources.
When a budget is appropriated by resolution, it provides both the right to spend and limits the
amount to be spent.

An original budget is the first complete appropriated budget. The original budget may be
adjusted by reserves, transfers, alocations, supplemental appropriations, and other legally
authorized legislative and executive changes before the beginning of the fiscal year.

A final amended budget is aterm used in budgetary reporting. The original budget adjusted
by al reserves, transfers, alocations, supplemental appropriations, and other legally authorized
changes applicable to the year, signed into law or otherwise legally authorized.

PROCEDURE:

An annua budget must be adopted by every governmental unit to plan and control the financid
operations of the governmental funds. However, the financial resources available (through
taxes, licenses, etc.) during the period are substantially unrelated to the demand for the goods
and services financed through them. Therefore, the planning process involves determining the
levels of services to be provided and alocating available resources among various
governmental departments, programs, or functions.

Upon adoption by the county board, the expenditure estimates and the annual budget, as
modified, are appropriated to the various operational entities within the county. The

appropriations constitute maximum expenditure authorizations during the fiscal year and
cannot legally be exceeded unless subsequently amended by the board.
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Budget amendments should receive the same attention at the county board level as the
enactment of the original budget. That is, the board should pass aformal resolution including
dollar amounts of budget amendments.
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SUBJECT:
Suggested Budgeting
PURPOSE:
To expand the annual budget by providing:
N Budgetary controls within the accounting system of a county.

N Appropriate budgetary comparison on the financial statements and budget/expenditure
reports.

PROCEDURE:

The annual appropriation made by a county’ s legidative body becomes the operating budget
of the various departments within the county. Consequently, all counties have the capability
of holding department heads accountable for operating within their budgets. However, this
capability is meaningless unless periodic comparisons of budgets to actual spending are made.
When spending deviates from budget, the county board can investigate the reasons and take
appropriate action to resolve any problem indicated by the deviations.

While there may be atendency to view deviations from budget in terms of overspending, there
may aso be instances of over-budgeting. These can occur because programs that were to be
started were delayed, or people expected to be hired were either not needed, the hiring was
delayed, or other funding (grants, etc.) became available.

In either instance (over-spending or over-budgeting), an appropriate ongoing comparison
between budgets and spending allows the county board or other county legisative body to
rationally reallocate resources and be accountable to the public.

Depending on the accounting system maintained, these comparisons can be made at whatever

level and as often asis deemed most useful to the board. Some will find monthly comparisons
at the program or service level most useful.
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Elements of a Budget System

In order to work effectively, a budget system should provide for:

1. A structure which presents data in categories reflecting the organization’ s objectives.
2. Continual analysis by each organization of how its plan meets these objectives.

3. Alternative objectives and alternative plans for meeting these objectives.

4.  An integrated planning/budgeting process incorporating data that are meaningful for
decision making.

5.  Broad planning decisions in a budget context.
6. Timely presentation of plans and financial datafor action by the legislative body.

In short, the system must allow decision makers to see how resources can be used to meet
objectives.
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SUBJECT:
Program-Oriented Budgeting
PRINCIPLE:
Accounting data should be oriented primarily to organizationa responsibilities.

RATIONALE AND BENEFITS:

There isincreased emphasis at all levels of government to achieve program objectives with
efficiency and economy. This underscores the need for performance budgeting. The key
element in this type of evaluation is the ability to measure each activity in terms of work
performed for the monies allocated. While performance budgeting relates expenditures to
measurement of services provided, planning-programming-budget systems (PPBS) add a
multi-year planning concept to this approach and provide analyses of the costs of alternative
means of attaining objectives.

The idea of responsibility accounting reflects the fact that planning and control are attained
through people. The concept of profit-center and responsibility-center accounting requires that
both the chart of accounts and internal accounting reports be designed to correspond with the
organizational responsibility of individual managers.

These accounting goals are not necessarily inconsistent with the concept of fund accounting.
The actual results accumulated through the accounting system are comparable with budget
standards. The comparison of actual results for one period with the actual results of prior
periods (or with budget standards of the current period) provides a meaningful evaluation.
Many specific fund activities may also be organized according to unique individual
responsibilities. Many enterprise fund activities and a significant number of programs lend
themselves to this type of analysis.
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IMPLEMENTATION:

Approaches

Implementing the concepts of program-oriented budgeting within the framework of fund
accounting can be planned. Initia steps would include:

N Establishing lines of responsibility which are congruent with fund, program, enterprise,
or other activity levels.

N Measuring current performance and meeting program objectivesin relationship to cost.
N Considering alternative services and accomplishment levels on aresponsibility basis.

N  Statistically summarizing data of past performances.
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SUBJECT:
Long-Range Planning

RATIONALE AND BENEFITS:

The purpose of long-range planning is to provide a better understanding (for departments,
administrators, board members, and citizens) of the activities and functions the county
performs and the resources needed to continue or extend these services. If properly managed,
long-range planning will reduce the extent to which immediate crises dominate a county’ s
budgeting and resource allocation decisions.

Each fund or department should devel op long-range plans of its activities. These plans should
contain descriptions of departmental goals, its service recipients or customers, and other
performance criteria. Where specific problems or projects are foreseen, the plan should
describe the problem and discuss the costs and benefits of alternative solutions, indicating
which solutionis preferred and why. These departmental or functional long-range plans should
be coordinated into a comprehensive plan for the entire county.

At the same time, the county should be estimating its probable resources. Administrative and
legidative officials should review and adjust the long-range plans to meet resource projections.

In order to be effective, long-range planning needs to be a continuous process; updating
long-range plans should be performed at the beginning of the annual budget process.
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Overview Page 1

In this section, the specific accounting, budgeting, reporting, and cash management practices to be
used by Minnesota counties are described. The function of this section of the manual, as
distinguished from the prior section of Standard Proceduresis:

N Standard Procedures--the accepted accounting, reporting, budgeting, and internal control rules.

N  Specific Practices--the process that counties should implement so they can move toward
achieving the standards.

For example, the “cash basis’ of accounting is presently used for record keeping by most Minnesota
counties. Under thisbasis of accounting, revenues are accounted for only when received in cash, and
expenditures are accounted for only when cash is paid out. There is general agreement that this
approach will continue to be used by most of the county users of this manual during the accounting
year.

The specific practices recognize this. However, at the close of each fiscal year, for reporting
purposes, the county’s records are required to be adjusted to show taxes due and other revenues
earned during the year for which no cash has yet been received and to adjust for cash received that
relates to the prior year. The records must also show all expenditures made during the year from
which the county has received benefits, but for which it has not yet made a cash outlay. Counties
could ingtitute practices whereby they could use the modified accrual accounting basis as an ongoing
practice for some of its interim reporting.

The specific practices are divided into the following sections:
Accounting
N  The Accounting Structure
N Accounting Concepts Regulating the Accounting Process

N Accounting System Records
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Overview (Continued) Page 2

N  Useof Funds

N  Classification of Revenues

N Interfund, Internal, and Intra-Entity Activity
Reporting

N County Financial Statements

N  Preparing Fund Financial Statements

N  Preparing Government-Wide Financial Statements
N Annua Financia Reporting Requirements
N  Suggested Interim Reporting

N  Financia Statement Publication

Budgeting

N Preliminary Budget Preparation

N Annua Operating Budget

N Utilizing the Budget as a Management Tool

N Annua Summary Budget Publication and Reporting
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Cash Management

N Petty Cash Accounts

N Bank Account Reconciliations
N Monitoring Cash Balances

N Electronic Funds Transfers

N Use of Credit Cards

4100

Page 3

In the future, asthey are identified, other specific practices will be included in the manual.

August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES 4210

Accounting Page 1

SUBJECT:

The Accounting Structure

PURPOSE:

To illustrate the means of identifying and recording accounting transactions.

PRINCIPLES:

Each county fund can use the Uniform Chart of Accounts as the medium to record all
transactions. To aid in record keeping and effective presentation of financial information,
general ledger accounts are classified into two groups:

1. Baance Sheet Accounts--assets, liabilities, and fund equity.

2. Budgetary (Operating) Accounts--revenues and expenditures.

In governmental accounting, budgetary accounts are kept in the same accounting records as
asset, liability, and fund equity accounts. They are used to record fund operations only for a

single accounting period (one year) and are closed at the end of the period.

KEY DEFINITIONS:

Revenues increase the assets owned by a county, unlike cash receipts, which may or may not
constitute revenue.

For example, a property tax receipt for taxes owed to the county and other taxing districtsis
part revenue to the county, but also include amounts collected for the other taxing districts and,
therefore, are not revenues of the county. Likewise, the proceeds of a sale of an investment
are not revenue since one asset (cash) isincreased while another asset (investment) is reduced.

Expenditures are incurred to pay for operations, maintenance, or matured debt of any given
county fund. Expenditures represent decreases in assets and a decrease in the fund balance.
On a modified accrual basis, an expenditure, rather than decreasing an asset (cash), may
increase afund liability (accounts payable).
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Recording Transactions Affecting the County:

All activities of the county which affect the amount of or relationship between the assets,
liabilities, and fund equity can be reduced to entries in the county’s financial records
(purchases, tax collections, borrowing, investments, etc.). Each transaction will have a dua
effect on the county records but not change the fundamental accounting equation:

ASSETS=LIABILITIES+ FUND EQUITY
Purchases only change the types of assets; they do not just increase one. Tax collections affect
the bal ance sheet accounts and budgetary accounts; a new asset is received (a balance sheet
account) and revenue is also received (a budgetary account). Tax collections thus increase
county assets and fund equity equally.

The fundamental accounting equation for governmental funds can now be expanded to
illustrate how every possible transaction that affects afund can be recorded:

ASSETS=LIABILITIES+ FUND EQUITY + REVENUES - EXPENDITURES

To use this model and track the dual effect of each transaction, the amounts of each type of
asset, liability, and fund equity (increases and decreases) must be systematically recorded.

Thisis done using the Uniform Chart of Accounts and a standardized, controlled recording
method. This can beillustrated by using separate “T” accounts and conventional “debits’ and
“credits’ (debits and credits are often abbreviated as “dr” and “cr”).

“T” Accounts:

A “T” account isthe format used to segregate increases and decreases in each account balance

asfollows:
Property Taxes (Account Title)
debit credit
(dr) (cr)
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Each transaction is expressed in terms of its debit or credit effect on a given account. If an
amount is entered on the left side of the “T,” the account is “debited;” if entered on the right,
the account is “credited.” The effect of each entry (or transaction) is expressed in terms of
debits or credits (not left and right or increases and decreases in the account). The “account
balance” is the difference between the total debits and total credits.

Balance Sheet Accounts:

If the accounting model isoverlaid into the“ T” account structure, the assets will appear on the
left (debit) side and the liabilities and fund equity are recorded on the right (credit) side.

Conversely, decreases in assets are recorded on the right or credit side, and decreases in
liabilities and fund equity are recorded on the left or debit side. Asset accounts typically have
a debit balance; and liability accounts and fund equity typically have a credit balance. The
accounting equation always remains in balance and debits always equal credits.

Budgetary (Operating) Accounts:

The concept and reasoning behind increasing assets with debits and increasing liabilities and
fund equity with creditsisfairly straightforward. Sometimes confusion exists concerning why
expenditures are increased by debits and revenue accounts are increased by credits. Thereis
sound reasoning for thistoo.

The fund balance is on the right side of the accounting equation and it normally has a credit
balance. Increases to the fund balance (via credits) or decreases (via debits) are seldom made
directly. They are usualy recorded in other accounts which describe the nature of the
transaction. The fund balance is determined as follows:

Opening credit balance in the fund balance account

+ Revenue Accounts (credit balances increasing equity)
- Expenditures (debit balances decreasing equity)

Ending Fund Balance (equity)
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To summarize, the five basic classifications of accounts are affected by debits and credits as
follows:

Effect of
Account Classification Debits Credits

Assets +
Liabilities -
Fund Equity -
Revenue -
Expenditures + -

+ o+ +

These relationships are critical to an understanding of double-entry accounting as used in this
manual .

Sample Transactions:

Theinitial step in recording agiven transaction isto identify its dua effect. Thefollowing are
samples of how individual transactions would be analyzed for recording in individua accounts
of a county’s general fund.

1. Joe Smith pays afine of $50.

Cash Revenues - Fines
Debit Credit Debit Credit
$50 $50

Explanation: A receipt of cash in payment of a fine means revenue for the county.
Accordingly, the accounts reflect the increase in the amount of the asset “Cash” and an
equal increase in fine revenues recelved. There is a debit and a credit; therefore, the
accounting equation remains in balance.
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2.  The county buys supplies for $25.

Expenditures - Supplies Cash
Debit Credit Debit Credit
$25 $25

Explanation: The purchase of suppliesisan expenditure which also reduces the assets
of the county by an equal amount.

3. Thecounty invests $5,000.

| nvestments Cash
Debit Credit Debit Credit

$5,000 $5,000

Explanation: Investments change one asset (cash) into another kind of asset
(investments).

Basis of Accounting:

The sample transactions represent “cash basis’ accounting. It records expenditures when cash
isactually paid out and recognizes revenues when received.

We have used the cash basis for our examples because of its simplicity and its similarity to the
accounting practices now followed in many counties. This does not imply, however, that the
cash basisis an entirely satisfactory approach. A major problem with it isthat it ignores the
existence of other resources which are available or being used by the county, which should be
accounted for to more accurately present the true picture of the county’s financial position.

To illugtrate the differences, assume the county has just received an invoice in the amount of
$500 for architectural servicesit has purchased. The invoice states that payment isduein 30

days. Using the cash basis, the transaction will not be recorded in the accounting records until
the date the invoice is actually paid, up to 30 days later. Consequently, any financial reports
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Page 6

issued by the county prior to the payment would not reflect that $500 of services were
performed, nor would they show the $500 claim against the county for payment. Thus, cash
basis accounting does present certain problems. Conversely, the accrual and modified accrual
approaches more accurately reflect the financial position of a county at any point in time.

Under astrict accrual basis, which generally is the basis of accounting in business entities or
enterprise, interna service and fiduciary funds, transactions are recorded in the accounting
records when they arise rather than when cash is paid or received. Therefore, in the example
above, the purchase of services and the obligation created would have been recorded as soon
as the actual transaction took place. That is, the expense would have been recognized when
the services were invoiced and received, and aliability (an accounts payable) would have been
established to indicate that there was a $500 obligation due.
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SUBJECT:
Accounting Concepts Regul ating the Accounting Process

PURPOSE:

4220

Page 1

To describe the accounting concepts which alow the accounting structure to operate and

provide for accurate accounting and reporting.

PRINCIPLES:

The major features to be incorporated in any county accounting system are:
N Appropriate authorizations and records

N Sufficient documentation

N Internal control

N Consistency

N Defined accounting periods

N A disciplined accounting process

These features (described in more detail below) should be present in smaller organizations with
manual accounting systems and few reporting requirements and in more sophisticated

computerized counties with extensive detail reporting requirements.

REQUIREMENTS:

Appropriate Authorizations and Records--County accounting systems should provide
authorization by more than one county official. Transactions can be better verified when
accountability is shared and a series of authorizations are made, depending upon the
significance of the transaction. Systems should also provide for adequate accumulation and
recording of authorized transactions so that future verification is also possible. An accounting

August 2003

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES 4220

Accounting (Continued) Page 2

system that accumulates and adequately records the dual effect of each transaction will aid in
this process, as will competent and adequate staffing, filing systems, and permanent record
storage aress.

Sufficient Documentation--Adequate records and documents to support the accounting
treatment for a particular transaction are important. Documentation, whether paper, electronic,
or other media, must be valid and relevant. If authorization and record-keeping systems are
adequate, they help to ensure that sufficient documentation is available.

The desired procedures and types of documentation are described in Section 4230, entitled
Accounting System Records.

Internal Control--The accounting process must have adequate systems for efficient physical
control and processing of county assets, maintenance of accurate records, and data files.
Internal control ensures safeguarding of assets and reduces the problems associated with error
detection, fraud, or embezzlement. In many organizations, nonsupervisory employeesinvolved
with these duties are controlled by the nature of their duties and work flow. In general, proper
control existsif one employee’ swork is “automatically verified” by another employeein the
normal course of work and without duplicating efforts. For example, an adequate bank
reconciliation procedure can aso disclose problems with vouchers payable or payroll routines,
early or late payments, missing signatures, voided checks, or skipsin a pre-numbered series.

Sound internal control must include five basic components:
1.  Control environment,

2. Risk assessment,

3. Control activities,

4.  Information and communication, and

5. Monitoring.

For more discussion of these components, see Section 3130.
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The five components of internal control systems are necessary to reasonably ensure that the
following objectives are achieved:

C  Assetsare safeguarded against waste, loss, unauthorized use, and misappropriation.

C Transactions are recorded properly so that reliable financial and statistical reports can be
prepared and accountability for assets is maintained.

C The County isin compliance with applicable laws.

The purpose of this manual is not to prescribe a system on internal control for al counties (this
will vary depending upon county policies and organizational differences), but to identify the
internal control concepts and encourage counties to install practical controls.

Consistency--For comparability, usefulness, and meaningful evaluation, county accounting
information must be recorded and reported on a consistent basis. For this reason, the
procedures manual and Uniform Chart of Accounts were prepared using governmental
accounting principles generally accepted in the United States of America. By following these
standards, countieswill be conforming to the required procedures and achieving the objective
of consistency.

Defined Accounting Periods--L ike businesses, counties are intended to operate indefinitely.
Organizational progress cannot be accurately determined until the sum of the activities
performed are terminated and measured at desired intervals. Therefore, while annual financia
reports are required for accounting purposes, more frequent financial status reporting is
desirable.

A Disciplined Accounting Process--For introduction and clarity, the accounting process is
shown in diagram form on page 6 of this section. It isdesirable to follow these routines--the
solid lines indicate the daily or weekly cycles, and the dotted lines indicate the monthly or
annual cycles (accounting periods).

The activities described below and in the diagram are common to all sound accounting

systems. They are described here to show typical county transactions and their
interrelationships.
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1

Recognize that a transaction has occurred.

Usually this step is self-evident; however, the responsible finance officer must be alert
to subtle changesin accounts. For example, accruals of interest on savings accounts and
accrual of uncollected taxes at year-end must be recorded.

Prepare adequate source documents.

“Accounting trails” (the processing from original entry through the final recording in a
financial statement) must be provided. Origina source documents are important
objective evidence that each transaction has occurred. They are of particular importance
in a computerized accounting system. Typica documents include receipts, checks, and
journal entry supporting documents.

Validate the transaction.

Verification that the transaction was appropriately recorded in the source document isa
basic audit function for the county auditor or finance officer.

Journalize the transaction and file the source document.

Thetransaction should be entered in the appropriate journal or “books of original entry”--
the first record posted. Generally, transactions are recorded chronologically, listed debit
and credit entries smultaneously. In more sophisticated accounting systems, there may
be several journals to post (or equivalent computerized files posted) before the source
document is properly filed to provide an accounting trail.

Post the general and subsidiary ledgers.

The posting process transfers data from journals into the ledgers. In the ledger,
transactions are classified according to the accounts. The “cash” account, for example,
summarizes all changes in cash, while a revenue account, such as “property taxes
current,” performs a similar function for tax levy revenue. Ledgers are the final place
where transactions are recorded.
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Most counties which maintain ledgers will have at least one group of accounts to
summarize all transactions for a particular fund. Where detail is needed for specific
purposes, subsidiary ledgers can be created to control individual accountsin the general
ledger of afund.

The maintenance of fund ledgers requires significant staff time even when computer
assistance is provided. Any system should have sufficient detail to ensure the most
practical level of control.

6. Prepare agenera ledger tria balance.

This record and its use are described in detail in Section 4230, Accounting System
Records.

7. Close books monthly and annually.

All accumulated transactions for a period should be recorded to prepare the required
financia statements.

Any adjustments and accruals must aso be made after recording the regular entries and
proofing them through the trial balance. The finance officer does this by reviewing
records and supporting documents to determine what accounts should be adjusted before
reporting on operations.

Since adjustments invariably occur, recording them before preparing a financia
statement is similar to Step 1 above, recognizing that a relevant accounting transaction
has occurred. Uncollected taxes, unpaid vendor invoices, or reductions in prepaid items
are examples of likely adjustments. If these adjustments are not recorded, the reporting
will not meet the requirements of generally accepted accounting principles (GAAP).

Some counties with adequate staff may be able to prepare monthly reports on a GAAP

basis. However, most counties will likely only prepare monthly reports on a cash basis
of accounting and prepare these adjusting entries only on an annual basis.
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8. Preparetimely financial reports.

The objective of the accounting process is to produce a single set of related reports to
promptly and accurately summarize the financial position of a county at one point in
time.

These consist of interim reports (monthly, quarterly, and perhaps unique
management-oriented reports for special needs), and annual reports. All reporting is
intended to provide management and commissioners with documents useful for planning
and evaluation. Reports are also used to inform the general public, the investment
community, the State of Minnesota, and other interested groups.
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THE ACCOUNTING PROCESS

Step 1:
Recognize that a
Transaction has

Occurred

Step 2:
Prepare a Source

4220

Page 7

Document, Receipt,
Voucher, Memorandum,

Step 3:
Validate the
Transaction

etc.*

Step 6:
Prepare a General
Ledger Trial Balance
(if used)

Step 5:
Post to the General and
Subsidiary Ledgers
(if used)

Step 4:
Journalize the
Transaction

Post Transaction to the
Appropriate Subsidiary
Ledger

Step 7:
Close Books Monthly
and Annually

Step 8:
Prepare Financial Reports

= Daily or Weekly Cycle
----------- = Month-End or Y ear-End Cycle

* Source document may be in electronic format.
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Accounting Page 1
SUBJECT:
Accounting System Records
PURPOSE:

Described in this section are the components of a model county financial accounting system
recommended for normal financial management needs.

OVERVIEW:
Theoretically, only ageneral ledger is needed to record all financial transactions. In reality,
special journals and subsidiary ledgers are needed to reflect the growing complexity of county
finances and funds and show increasingly detailed, useful levels of information.
Because every accounting system has limitations, it is important that a county select a system
in terms of its own specific needs and capabilities. If all elements of a desirable accounting
system are not needed, the system’s flexibility should be able to exclude them.
Accordingly, the “minimum” and “desirable” records' consist of the following:
. Minimum

General Journal

Revenue Journal

Expenditure Journal

. Desirable

Genera Ledger
Purchase Order Register (Unpaid Vouchers or Encumbrance Journal)

A particular county may have different names for these types of records.
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C

Budgetary Reports

Revenue Report

Expenditure Report

Receivable or Payable Journals

Capital Assets and Depreciation Ledger

COMPONENTS:

Each of these records and their interrel ationships are discussed below:

N

General Journal--The primary medium used for all original entries; it indicates the
amounts to be debited or credited to the various accounts. Thisjournal is often used to
summarize transactions from other specialized journals--recording all transactions not
involving cash received or disbursed by the county. With automated accounting systems,
receipts and disbursements will typically automatically be interfaced into the general
ledger accounts, while agenera journal will be used for additional adjusting entries. The
following accounting entries may be more easily made in the general journal:

. Opening the books and setting up the beginning balance shest,

. Recording the annual budget of estimated revenues and appropriations,

. Recording adjusting entries or corrections,

. Recording transfers between accounts or between funds, and

. Closing entries recorded at year-end.

Revenue (Cash Receipts) Journal--Used to record all cash received by the county. For

each cash receipt, the employee receiving the cash should provide a properly authorized
receipt to the customer.

Expenditure (Cash Disbursement) Journal--Used to record all cash disbursed by the
county for such purposes as. acquisition of an asset, liquidation of aliability, refund of
previoudly collected revenues, debt retirement, and expenditures/expenses in the current
year.
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Without exception, all disbursements must be made by issuing properly approved
warrant checks or electronic fund transfer drawn on specific county funds. Thejournal
becomes a check register and the means of accounting for cash disbursements.

* * * % *

A fund recap sheet can also be prepared which summarizes receipts, disbursements, and
transfers to and from a given fund. It shows the overall effects of the month’s
transactions on the county’ s financial position. It can also be the medium for recording
deposits in the fund bank accounts and showing changes in the amounts of the funds
resources--either invested or in demand deposit accounts.

N  General Ledger--This is a major component of an accounting system which permits
recording transactions on a double-entry basis, either in detail or at a summary level.
Thisrecord is generally supplemented with journals and subledgers; however, the fina
record of assets, liabilities, revenues, and expenditures/expenses and fund equity will be
found in the genera ledger.

The general ledger is maintained by fund. General ledger accounts are often control
accounts with related subledgers available for details. For this reason, the general ledger
accounts must also be balanced with the totals of the various subsidiary account balances
at month-end.

A general ledger trial balance should be made for each fund after monthly postings are
complete and before financial statements are prepared. A trial balanceisalist of all the
balances in the ledger accounts at the end of an accounting period. It isacheck on the
mathematical accuracy of the ledger balances. Since the debit and credit double entry
accounting structure requires balancing debits and credits for each transaction, the sum
of all debit balances must equal the sum of al credit balances.

Just as separate genera ledgers should be maintained for each county fund, separate tria
balances should be completed at the end of each accounting period for each general
ledger. A trial balance does not indicate the accuracy of the postings, only that account
totals are in balance; therefore, periodic testing and verification routines should be
performed.
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N  Purchase Order Register (Encumbrance Journal)--An encumbrance journal is used only

by counties employing a purchase order system in their purchasing procedures. A
purchase order is written evidence of an order placed with vendors or contractors by the
county. Acceptance of a properly authorized and approved purchase order gives the
vendor authority to ship the required goods and binds the county for payment upon
compliance. Thus, athough no cash disbursement is involved in the issuance of the
purchase order, alegd liability may have been created by the county. Some counties use
an unpaid vouchers or vouchers payable account or journal. The account/journal
represents vouchers for claims against the county that have been audited by the county,
but not yet approved for payment. The account/journal maintains control over these
vouchers until approved for payment.

The purchase order register has two functions. First, it isaregister in which purchase
orders issued by the county are recorded and monitored. Second, it serves as an
encumbrance journa which alows the county to set aside (encumber) certain resources
to cover the future obligation to the vendor created by the purchase order. The usefulness
and importance of thefirst function isfairly evident. However, the second function can
be of even greater importance in controlling county expenditures and preventing
over-expenditure of county appropriations.

Revenue Report--A subsidiary ledger in which estimated and actual revenues are
recorded and monitored in detail. The ledger is used to make the following entries:

Estimated revenues,

Actual revenues received during the month by type,

Actual revenues received year-to-date by type, and

The remaining unreceived balance for each type of revenue.
A separate ledger sheet should be maintained for each revenue source.
Appropriation-Expenditure/Expenses Report--A subsidiary ledger in which county

appropriations and actual encumbrances and expenditures are recorded and monitored.
The ledger is used to make the following entries:
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. Appropriations,

Encumbrances on the appropriations,

Actual expenditures, and

The balance of the appropriation available.

4230

Page 5

A separate ledger sheet should be maintained for each type of expenditure detailed in the
appropriation-expenditure ledger. Expenditure/expense accounts should be segregated

by department within the fund.

Automated accounting systems have made the preparation of the above reports and journa
relatively easy. Computerized accounting application systemsallow the generation of avariety

of reportsin avariety of formats, generally with only theinitial data entry required.
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SUBJECT:
Use of Funds
PURPOSE:

To suggest aternative approaches that will alow counties to use the minimum number of
funds.

DISCUSSION:

The Standard Procedures section of thismanual describes the types of funds that a county must
use. They identify how governmental, proprietary, and fiduciary funds differ from each other
in terms of the basis of accounting and measurement focus to be used.

However, in many counties, anew fund is set up each time there is arequirement to segregate
cash or identify specific interests in a special project (such as a new grant program). This
requires that a complete set of self-balancing accounts be established each time anew fund is
Set up.

With the standard Uniform Chart of Accounts dimensions, practical aternatives are available
to countiesin lieu of setting up new funds:

1. A dedicated cash account can be set up within an existing fund to account for those
projects. This allows separate identification of cash assets.

2. A separate responsibility area within a department dimension can be set up within an
existing fund when it is desirable to account separately for the revenues and expenditures
of aspecific project. Thiscan be done by setting up either a different department number
or by using program or service code dimensions within the same department.

3. A third alternative used by some countiesis to maintain separate fund accounts during
the year, but combine funds with smilar activities for financial reporting purposes. With

this approach, counties can maintain a minimum number of funds and still segregate
certain specia projects for accounting purposes.
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SUBJECT:

Classification of Revenues

PURPOSE:

To provide guidance on the classification of revenues for financial reporting.
DISCUSSION:

The new statement of activities, one of the new government-wide financial statements, requires
identification of an entity’s revenues as either program or general revenues. Governmental
Accounting Standards Board (GASB) Statement 34, as revised by GASB Statement 37,
provides the guidance necessary to classify these two different types of revenues for the
statement of activities. Paragraph 38 of GASB Statement 34 establishes the format for the
statement of activities:

The operations of the reporting government should be presented in aformat that
reports the net (expense) revenue of its individual functions. Net (expense)
revenue is sometimes referred to as the “net cost” of a function or program and
represents the total expenses of the function or program lessits program revenues--
that is, charges or fees and fines that derive directly from the function or program
and grants and contributions that are restricted to the function or program. Generd
revenues, contributions to term and permanent endowments, contributions to
permanent fund principal, specia and extraordinary items, and transfers should be
reported separately after the total net expenses of the government’s functions,
ultimately arriving at the “change in net assets’ for the period.

Paragraph 47 of GASB Statement 34 provides guidance on revenue classifications:
Programs are financed from essentially four sources:
a  Those who purchase, use, or directly benefit from the goods or services of the

program. (This group may extend beyond the boundaries of the reporting
government’ s taxpayers or citizenry or be a subset of it.)
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b.  Parties outside the reporting government’s citizenry. (This group includes other
governments and nongovernmental entities or individuals.)

c.  Thereporting government’ staxpayers. (Thisisall taxpayers, regardless of whether
they benefit from a particular program.)

d. Thegovernmenta institution itself (for example, through investing).

. Type“a’ isaways a program revenue.

. Type “b” is a program revenue, if restricted to a specific program or
programs.

. Type“c’ isadways agenera revenue, even if restricted to a specific program.

. Type“d” isusually ageneral revenue.

Guidance on program revenues is provided in paragraphs 48 and 49 of the statement:

48. Program revenues derive directly from the program itself or from parties
outside the reporting government’ s taxpayers or citizenry, as a whole; they
reduce the net cost of the function to be financed from the government’s
genera revenues. The statement of activities should separately report three
categories' of program revenues:. (@) charges for services, (b) program-
specific operating grants and contributions, and (c) program-specific capital
grants and contributions. For identifying the function to which a program
revenue pertains, the determining factor for charges for services is which
function generates” the revenue. For grants and contributions, the
determining factor is the function to which the revenues are restricted.

"More than one column may be used to display components of a program revenue category. Government may also
provide more descriptive headings to better explain the range of program revenues reported therein (for example, operating
grants, contributions, and restricted interest).

2In some instances, it may be difficult or impractical to identify a specific function that generates a program revenue.
For example, in many jurisdictions, fines could be attributed to either a public safety or judicia function. If the function of a

program revenue is not clear, governments should adopt a classification policy for assigning those revenues and apply it
consistently.

August 2003

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES

Accounting (Continued)

49. Chargesfor servicesis the term used for a broad category of program
revenues that arise from charges to customers, applicants, or others who
purchase, use, or directly benefit from the goods, services, or privileges
provided or are otherwise directly affected by the services. Revenuesin this
category include fees charged for a specific service, such as water use or
garbage collection; licenses and permits, such asdog licenses, liquor licenses,
and building permits; operating special assessments, such as for street
cleaning or special street lighting; and any other amounts charged to service
recipients. Fines and forfeitures are also included in this category because
they result from direct charges to those who are otherwise directly affected
by aprogram or service, even though they receive no benefit. Paymentsfrom
other governments for goods or service (for example, when County A
reimburses County B for boarding County A’s prisoners) also should be

reported in this category.

4250

Page 3

Note: Werecommend that only three columns of program revenues be presented: (1) Fees,
Charges, Fines, and Other (FCFO); (2) Operating Grants and Contributions (OGC); and
Capital Grantsand Contributions (CGC). Aspermitted by GASB Statements 34 and 37, we
recommend using the more descriptive heading above rather than the example in GASB
Statement 34 of “ Chargesfor services.”

REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
A-87 monies Intergovernmental X Variest
Ambulance and emergency aid Charges for services X Public
services fees Safety
Anima licenses Licenses and permits X Gen. Govt.
Amortization of investment cost Investment earnings X
Amortization of investment cost- Investment earnings X X Varies
restricted investments
Assessor fees Charges for services X Gen. Govt.

Y aries means the program revenue could be different for different entities but should reduce the costs of the
applicable function(s) reimbursed or department collecting/deriving the revenue.
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Attached machinery aid Intergovernmental X
Auction proceeds - Miscellaneous X
noncapitalized equipment
Auction proceeds - capitalized Other financing source X
equipment
Auctioneers license Licenses and permits X Gen. Govt.
Bail Fines and forfeits X Gen. Govt.
Birth certificates Charges for services X Gen. Govt.
Boarding of prisoners Charges for services X Pub. Safety
Booking fees Charges for services X Pub. Safety
Building permits Licenses and permits X Gen. Govt.
Bulletin sales/publication fees Miscellaneous X Varies
Business licenses Licenses and permits X Gen. Govt.
Canteen funds Miscellaneous X Varies
Changein fair value of Investment earnings X
investments
Changein fair value of restricted Investment earnings X X Varies
investments
Chemical dependency Charges for services X Health
assessments
Child support reimbursement Miscellaneous X Human
Services
Central notification system filings | Charges for services X Varies
Commodity sales (R&B) Miscellaneous X Highways
Compensation for loss of general Other financing source X
capital assets
Conservation tax credit Intergovernmental X
Conservation fees X Conserv.
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Contributions or gifts - not Gifts and contributions X
restricted to a particular activity
or function
Contributions or gifts - restricted | Giftsand contributions X X Varies
to aparticular activity or
function
Copy fees Miscellaneous X Varies
Criminal Justice aid - Intergovernmental X Pub. Safety
Minn. Stat. § 477.0121
Death certificates Charges for services X Gen. Govt.
Deed tax fee (county share) Tax X
Departmental accounts interest Investment earnings X
Disaster credit Intergovernmental X
Disparity reduction aid Intergovernmental X
Domestic abuse assessments Charges for services X Pub. Safety
or Gen.
Govt.
Drivers license fees Charges for services X Gen. Govt.
Drug test fees Charges for services X Pub. Safety
Drug forfeitures Fines and forfeitures X Pub. Safety
or Gen.
Govt.
E-911 distribution Intergovernmental X Pub. Safety
Education tax credit Intergovernmental X
Electronic home monitoring fees | Charges for services X Pub. Safety
Enterprise zone credit Intergovernmental X
Escheats Miscellaneous X
Escrow fees Charges for services X Gen. Govt.
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Family preservation aid - Intergovernmental X Human
Minn. Stat. § 477A.0122 Services
Fireworks permits Licenses and permits X Pub. Safety
or Gen.
Govt.
Food and beverage licenses Licenses and permits X Gen. Govt.
or Health
Forfeited taxes Taxes X
Franchise fees (taxes) (usualy at Taxes X
citiesfor utilities, cable
companies, etc.)
Grants - not restricted to a Intergovernmental X
particular activity or function
Grants - restricted to a particular Intergovernmental X X Varies
activity or function
Gravel tax Taxes X
Guardian ad litem Miscellaneous X Pub. Safety
or Gen.
Govt.
HACA Intergovernmental X
Highway users tax Intergovernmental X X Highways
Hotel/motel tax Taxes X
Huber fees Charges for services X Pub. Safety
Immunization fees Charges for services X Headlth
Incremental property taxes (tax Taxes X
increment)
Inspection fees Charges for services X Gen. Govt.
Insurance dividends Miscellaneous X
Insurance premium Reduction of
reimbursements expenditure
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Insurance reimbursements for Charges for services X Headlth
health services
Interest income on loans Investment earnings X X Varies
receivable restricted for legal
purpose
Investment earnings - general Investment earnings X
Investment income restricted for Investment earnings X X Varies
legal purpose
Lease or rent revenues Miscellaneous X
Library fines Fines and forfeits X Cul.-Rec.
Liquor licenses Licenses and permits X Gen. Govt.
Local government aid Intergovernmental X
Marriage licenses Licenses and permits X Gen. Govt.
Mortgage registry tax fee (county | Tax X
share)
Motor vehicle fees Charges for services X Gen. Govt.
Natural resources land - Intergovernmental X X Conserv.
Minn. Stat. § 477A.11
NSF check fees Chargesfor services X Varies
Parking fees Charges for services X Gen. Govt.
Passport fees Charges for services X Gen. Govt.
Paymentsin lieu of taxes - from Intergovernmental X
other governments
Paymentsin lieu of taxes - from Intergovernmental X Varies
other governments restricted for
specific purpose
Penalties and interest on Taxes X
delinquent property taxes
PERA rateincrease aid Intergovernmental X
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Plat books Miscellaneous X Gen. Govt.
Post board reimbursement Intergovernmental X Pub. Safety
Powerline credit Intergovernmental X
Probate surcharge Charges for services X Gen. Govt.
Property tax Taxes X
Public hunting grounds Intergovernmental X
Recording fees Charges for services X Gen. Govt.
Recoveries Miscellaneous X Human
Services
Recreational charges (golf Charges for services X Cul.-Rec.
courses, league fees, or fees for
use of facilities at parks and
other county or city-owned
property)
Refuse collection fees Charges for services X Sanitation
Reimbursements Reduction of
expenditure
Restitution Fines and forfeitures X Gen. Govt.
or Pub.
Safety
Revenues collected for others Non-revenue agency
activity
Sales of equipment - Miscellaneous X
non-capitalized
Sales of general capital assets - Other financing sources X
normal®

2Report only gain or loss on sale in statement of activity.
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
Sales of general capital assets - Special item
unusual or infrequent®
Sales, miscellaneous Miscellaneous X X Varies
Sales tax Taxes X
Secretarial services Reduction of
reimbursement - state expenditure
Securities lending Investment earnings X
Septic fees Charges for services X Sanitation
or Health
Services provided to other Chargesfor services X Varies
municipalities
Solid waste fees Chargesfor services X Sanitation
Special assessments - capital Specia assessments X Varies
improvements
Special assessments - drainage Specia assessments X Conserv.
ditch improvements
Special assessments - Specia assessments X Varies
service-type
State police aid Intergovernmental X Pub. Safety
Taconite homestead credit Intergovernmental X
Tax and specia assessment Charges for services X Gen. Govt.
searches
Tobacco citations Fines and forfeits X Gen. Govt.
Tobacco license Licenses and permits X Gen. Govt.
Traffic fines Fines and forfeits X Gen. Govt.
or Pub.
Safety

3Report only gain or loss on sale in statement of activity.
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REVENUE CLASSIFICATION
REVENUE ITEM Expense
PROGRAM Function
GENERAL
DESCRIPTION SOURCE FCFO | OGC CGC
UCC fees Charges for services X Gen. Govt.
Waste management specia Specia assessments X Sanitation
assessments
Water and sewer fees Charges for services X Water or
Sewer
Water/well fees Charges for services X Gen. Govt.
Zoning permits Licenses and permits X Gen. Govt.
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SUBJECT:
Interfund, Internal, and Intra-Entity Activity
PURPOSE:

To provide guidance on the accounting and reporting requirements for transactions that occur
between different county accounts, departments, funds, or activities. These transactions are
included under the broad heading of internal activity.

DISCUSSION:

Interfund activity or “internal activity” isthe GASB 34 term for flows of resources between
the funds of the primary government, including its blended component units. It is called
activity rather than “transactions’” because the term “transactions’ is limited to describing
external events--that is, flow of resourcesto or from someone or something outside the primary
government. Discretely presented component units are treated as external to the primary
government, and transactions with the primary government are identified as intra-entity
activity.

Many activities occur between funds and departments of a county. Because they are activities
within the primary government, there could be specia accounting and reporting requirements.
In addition, when preparing the annual financial report, some of these transactions may require
elimination to prevent “doubling up” of the transactions in the financial statements.

PRACTICES:

Interfund activity within and among governmental, proprietary, and fiduciary fund categories
should be classified and reported as follows:

Reciprocal interfund activity is the internal counterpart to exchange and exchange-like
transactions and includes:

C Interfund loans - amounts provided with a requirement for repayment. Interfund
loans should be reported as interfund receivables in lender funds and interfund

payablesin borrower funds. This activity does not affect the operating statements.
If repayment is not expected within a reasonable time, the interfund balances
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should be reduced, and the amount that is not expected to be repaid should be
reported as atransfer from the fund that made the loan to the fund that received the
loan. GASB has not defined the term “reasonable time” and it should, therefore,
be based on professional judgment. Some factors to consider are the ability to
repay, payment history, and established payment terms or schedule.

Interfund services provided and used - sales and purchases of goods and services
between funds for a price approximating their external exchange value. Interfund
services provided and used should be reported as externa transactions. Therefore,
revenues are reported in seller funds and expenditures or expenses in purchaser
funds. Unpaid amounts should be reported as interfund receivables and payables
in the fund balance sheets or fund statements of net assets. The effect of interfund
services provided and used between functions (for example, the sale of water or
electricity from a utility to the general government) should not be eliminated in the
government-wide statement of activities.

Nonreciprocal interfund activity isthe internal counterpart to nonexchange transactions and

includes:

C

August 2003

Interfund transfers - flows of assets (such as cash or goods) without equivalent
flows of assetsin return and without a requirement for repayment. This category
includes paymentsin lieu of taxes between funds that are not paymentsfor, and are
not reasonably equivalent in value to, services provided. For most Minnesota
counties, there are no such payments between funds.

In governmental funds, transfers should be reported as other financing usesin the
funds making transfers and as other financing sources in the funds receiving
transfers. In proprietary funds, transfers should be reported after nonoperating
revenues and expenses.

Interfund reimbursements - repayments from the funds responsible for particular
expenditures or expenses to the fundsthat initially paid for them. Reimbursements
should not be displayed in the financial statements.

These are transactions which constitute reimbursements of afund for expenditures
or expenses initially made from it which are properly applicable to another fund.
They are recorded as expenditures or expenses of the reimbursing fund and as
reductions of the expenditure or expense originaly charged in the fund that is
reimbursed.
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Internal Service Funds. Interna service funds are used to report activities that provide goods
and services to other funds of the county on a cost-reimbursement basis. Since the internal
service fund is providing goods or services to other county funds, at the fund level, this
interfund activity is considered interfund services provided and used. Within the fund financia
statements, interna service funds are reported with proprietary type financial statements.
Internal service funds have special significance in the government-wide financial statements.
Because most internal service fund transactions are with other county funds, its revenues and
expenses are netted (eliminated) at the government-wide level. Only residua balances (assets,
liabilities, and net assets) are reported at the government-wide level. 1n most cases, because
of the nature of internal service funds, these residual balances will be reported in the
governmental activities column. (If aninterna service fund is predominantly providing goods
and servicesto an enterprise fund, the balances could be included in business-type activities.)

The fact that an interna service fund operates on a cost-reimbursement basisis aso important
to government-wide reporting. If an interna service fund under- or over-recovers its costs
(i.e. shows a profit or loss), the over- or under-charge is required to be added back to the
expenses of the activities utilizing the goods or services of the internal service fund. Prior to
determining this add back, the county should first consider the effect of internal service fund
transactions with externa parties. Generally, these transactions would be considered revenues
or expenses at the government-wide level and are added to the amounts within governmental
activities. If the residual balances of an internal service fund are reported as a governmental
activity and the fund has transactions with business-type activities, the add back of the
profit/loss would also require adjusting internal balances on the statement of net assets for the
business-type activities' share of the add back.

Interfund Activity Similar to Internal Service Fund Charges. Sometimes the General
Fund, or other fund of the government, acts as an internal service fund, providing a service to
other funds and charging the cost to those funds. For example, GASB Statement No. 10
permits governments to use either an internal service fund or the General Fund if asingle fund
isused to report risk-financing activities. Thisinterfund activity issimilar to internal service
fund charges. However, it should be treated differently than internal service fund activity. If
the fund making the charge reports these amounts as reductions of its own expenses (as
interfund reimbursements), no eliminations are required. The expense is already reported only
once. However, if afund making interfund charges reports these amounts as revenues, both
amounts (revenues and expenses) should be eliminated in the fund/function making the
charges. Again, materiality isaconsideration. Preparers and auditors should consider whether
the amount that would be eliminated would have a material effect on amounts reported by
function/program in the statement of activities.
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Interfund activity should not be confused with internal services provided and used. The
purchase and resale of office suppliesis not a program of the General Fund. (The General
Fund does not manufacture office supplies and is not in the business of selling them.) Rather,
as an economy and efficiency measure, the government uses the General Fund to buy office
supplies and spreads the cost to programs based on use or requisitions. When a county
enterprise fund provides a service for the entire county, including the government itself, the
government's functions are purchasers of the enterprise fund's services (like its other
customers). Thisinterna activity constitutes interfund services provided and used and should
not be eliminated, as discussed previoudly.

Allocations of Overhead Expenses. Although not acting as internal service funds, some
funds charge other funds for what are, in effect, alocations of overhead expenses (such as
alocations of accounting staff salaries). These allocations should be treated in the same way
asinterfund activity. Again, however, materiality isaconsideration.

Eliminations. Generaly, interna activity and balances that are reported as interfund activity
and balances in fund financial statements should be eliminated or reclassified at the
government-wide financial statement level. However, thereis someinternal activity that is not
eliminated. The following table provides guidance on how different types of interna
transactions are accounted for and reported within the different financial statements:

Typeof Internal Activity | Transaction Type Fund Financial Statement of Net Statement of
Statements Assets Activities
Between governmental Interfund loans Interfund Eliminate within Not applicable
fundsincluded in receivables/ the governmental
governmental activities payables activities column
column
Interfund services Receivables/ Not eliminated Not eliminated
provided and used payables
Revenues/
expenditures
Interfund transfers Other financing Not applicable Eliminate within
source (Use) the governmental
transfers activities column
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Typeof Internal Activity | Transaction Type Fund Financial Statement of Net Statement of
Statements Assets Activities
Reimbursements Expensein Already accounted Already accounted
reimbursing fund | for at fund level for at fund level
Reduction of

expensein fund
that is

expensein fund
that is

reimbursed
Between funds included Interfund loans Interfund Eliminate within Not applicable
in the business-type receivables/ the business-type
activities column payables activities column
Interfund services Receivables/ Not eliminated Not eliminated
provided and used payables
Revenues/
expenditures
Interfund transfers Transfers Not applicable Eliminate within
the business-type
activities column
Reimbursements Expensein Already accounted Already accounted
reimbursing fund | for at fund level for at fund level
Reduction of

reimbursed
Between a governmental Interfund loans Interfund Reported asinternal | Not applicable
fund included in the receivables/ balance; eliminate
governmental activities payables in the total primary
column and an enterprise government column
fund included in the
business-type activities
column
Interfund services Receivables/ Not eliminated Not eliminated
provided and used payables
Revenues/
expenses or
expenditures
Interfund transfers Transfers Not applicable Transfers
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Typeof Internal Activity | Transaction Type Fund Financial Statement of Net Statement of
Statements Assets Activities
Reimbursements Expense/ Already accounted Already accounted
expenditurein for at fund level for at fund level
reimbursing fund
Reduction of
expense/
expenditurein
fundthat is
reimbursed
Between the primary Interfund loans Interfund Report as receivable | Not applicable
government receivables/ from/payable to
(governmental and payables externa parties
proprietary funds) and
fiduciary funds
Interfund services Receivables/ Report as receivable | Report as revenue/
provided and used payables from/payable to expense with
Revenues/ externa parties external parties
expenses or Not eliminated
expenditures
Interfund transfers Transfers Not applicable Report as revenue/
expense with
external parties
Reimbursements Deduction/ Already accounted Already accounted
expenditurein for at fund level for at fund level
reimbursing fund
Reduction of
deduction/
expenditurein
fundthat is
reimbursed
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Typeof Internal Activity | Transaction Type Fund Financial Statement of Net Statement of
Statements Assets Activities
Between funds included Interfund loans Interfund Receivables/ Not applicable
in governmental or receivables/ payables between
business-type activities payables internal services
columns and internal and governmental
services funds funds are eliminated
within
governmental
activities column
Generaly,
receivables/
payables between
internal services
and enterprise funds
are added to the
governmental
activities column®
Interfund services Receivables/ Receivables/ Eliminate any profit
provided and used payables payables between or loss of internal
Revenues/ internal services service fund activity
expense or and governmental by a*“look back”
expenditures funds are eliminated | and adjust internal

within
governmental
activities column
Generaly,
receivables/
payables between
internal services
and enterprise funds
are added to the
governmental
activities column?

service charges to
break even against
appropriate activity

1If enterprise funds are the main customer of the internal service fund, these amounts could be offset in the

business-type activities column.

2See footnote 1.
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Typeof Internal Activity | Transaction Type Fund Financial Statement of Net Statement of
Statements Assets Activities
Interfund transfers Transfers Not applicable Transfers between
internal services
and governmental
funds are eliminated
within
governmental
activities column
Generaly, transfers
between internal
services and
enterprise funds are
added to the
governmental
activities column®
Reimbursements Expense/ Already accounted Already accounted
expenditurein for at fund level for at fund level
reimbursing fund
Reduction of
expense/
expenditurein
fund that is
reimbursed
Between the primary Intra-entity activity Receivables/ Receivables/ Revenues/
government and discretely | Receivables/ payables payables shown as expenses from
presented component payables Revenues/ separate lineitem external parties
units Revenues/expenses | expenditures or (due from/to Significant transfers
or expenditures expenses (may be | component unit) of resources may be
separately separately presented
identified)
3See footnote 1.
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SUBJECT:

County Financia Statements

PURPOSE:

To provide an introduction for their use and interpretation.
PRINCIPLES:

Financial accounting is the systematic measuring and recording of the financial effects of an
organization’ s activities for the purpose of external reporting. Accounting is often called the
language of business; it is aso the language of government and, like language, it can be
revealing to those who understand it. The Uniform Chart of Accounts can be compared to the
alphabet and rules of grammar. With them, communication and understanding can be
provided, not just words and sentences.

Financid reporting isthe process of summarizing an organization’ sfinance-related information
and reporting it to persons external to the organization. These following sections related to
financia reporting have been written to provide an understanding of what reports should be
prepared at a minimum, what reports are desirable, and to some extent, how to interpret the
results shown in financial statements.

Sound financia reporting is accomplished by organizing the accounting system on a fund
basis, then making timely, concise, accurate, and fairly presented financia statements for
county commissioners, administrators, and the genera public.

This procedures manual aids countiesin using or developing an accounting system that serves
many objectives. However, county accounting systems must:

N Conform with the standards of the State Auditor.

N Conform with accounting principles generally accepted in the United States of America.
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N Be capable of being operated entirely manually (and with less extensive record keeping

requirements) or in a highly sophisticated computerized environment. Counties should,
therefore, thoroughly appraise their information requirements before proceeding with
conversion steps or suggested reporting formats.

Once users of financial data understand how to interpret and use the county financia
statements, they will be in a better position to evaluate the government’s financia
condition and detect potential trouble spots.

Financial statements also measure the financia performance of government.
Appropriately prepared financial statements can reveal how the county has used the funds
it acquired to provide goods and services to those within its jurisdiction, according to a
predetermined plan, and within predetermined budgetary constraints. No single financia
statement can provide all the measures on government performance. Consequently, a
number of financia reports must be prepared, at least annualy, to identify the financial
condition of a county. The annual and interim reports that a county should prepare in
order to be responsive to its informational needs are described in Sections 4330 and
4340.
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SUBJECT:
Preparing Y ear-End Fund Financial Statements
PURPOSE:

To discuss the year-end adjusting journal entries counties, that are accounting on a cash basis,
should make to prepare financial statements. These entries will result in financial statements
that reflect the modified accrual basis of accounting for governmental funds and the accrual
basis of accounting for proprietary and fiduciary funds.

PROCEDURE:

Counties that are accounting on a cash basis during the year need to make the appropriate
year-end entries in their workpapers or on their genera ledger system to report on the
appropriate generally accepted accounting principles basis of accounting. Thus, the published
financial statements will reflect outstanding collectible receivables and expenditures for which
the county has received benefits but has not yet made payment (accounts payable), as well as
other assets and liabilities.

Recelvables

The following areas will generally require year-end adjusting entries which will be reflected
in the year-end fund level financial statements.

1. TaxesRecevable

There are generally two areas of taxes receivable:

N The county portion of undistributed property taxes collected and held in the taxes
and penalties agency fund. Since these amounts are actual assets of the County, an
entry should be made to affect the general or other applicable fund as follows:

dr:  Cash or undistributed cash in agency funds
cr:  Property tax revenues
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Explanation of Entry: “To reflect the county’s share of cash in the agency fund
relating to taxes collected but not yet distributed to county funds.” In effect, these
assets and related revenue must be removed from the agency fund.

Therefore, another entry should be made to affect the taxes and penalties agency
fund asfollows:

dr:  Dueto county funds
cr:  Cash

Explanation of Entry: “To remove the county’ s asset/taxes revenues from the taxes
and penalties agency fund.”

County taxesthat are delinquent and estimated to be collectible. The amount that
meets the availability criteria would be recognized as revenue, while the
unavailable portion would be set up as deferred revenue.

An entry should be made to affect the applicable county fund(s) as follows:

dr:  Property taxes receivable - current year

dr:  Property taxesreceivable - prior years

cr:  Allowance for uncollectible property taxes
cr:  Property tax revenues

cr:  Deferred revenue - unavailable

Explanation of Entry: “To reflect the collectible portion of uncollected property
taxes as revenue for the available portion and the unavailable balance as deferred
revenue in the year-end fund financial statements.”

Generdly, proprietary funds do not have property tax levies but, in some instances,
their operating revenues are supplemented by alevy. Thejournal entry required for
proprietary fundsis somewhat different:

dr:  Property taxesreceivable

cr:  Allowance for uncollectible property taxes
cr:  Property tax revenues

Minnesota County Financial Accounting & Reporting Standards
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The accounting for specia assessments receivable is basically similar to property
taxes.

2.  Accounts Receivable

There may be a number of accounts outstanding in various county funds that are deemed
to be collectible. An account would be receivableif goods or services had been provided
to a“customer” in the year being reported but had not yet been collected. These should
be reflected in the year-end financial statement as follows:

dr:  Accounts receivable
cr:  Allowance for uncollectible accounts receivable
cr:  Appropriate revenue account

Explanation of Entry: “To reflect collectible accounts receivable in the appropriate
fund.”

Similar entries should be made to reflect interest receivable, monies due from other
funds, component units or governmental units, or any other legitimate earned and
collectible receivables.

3.  Accounts Payable

At fiscal year-end, there may be certain expenditures where goods or services have been
received but where no cash outlay has yet been made. These are obligations of the
county which should be reflected in the county’s year-end financial statements as
follows:

dr:  Appropriate expenditure/expense accounts
cr:  Accounts payable

Explanation of Entry: “To reflect goods or services received and not yet paid in the
appropriate fund.”

Similar entries should be made to reflect other items, such as due to other funds, due to
other governmental units or component units, etc.
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4.

Salaries/Compensated Absences and Other Benefits Payable

At fiscal year-end, the county may owe employees for services provided, as well asfor
vested amounts of accumulated vacation and sick leave or other compensated absences.
With compensated absences, a determination should be made of the extent to which
compensated absences that are expected to be liquidated with expendable available
financial resources have matured, that is, come due for payment or, in other words, how
much is a fund liability. This current portion would then be recorded within the
applicablefund. Thelong-term portion would be recorded at the government-wide level
financial statements for governmental activities. The entry required follows:

dr:  Appropriate expenditure account
cr: Saaries payable
cr:  Compensated absences payable

Explanation of Entry: “To reflect the amount due to employeesfor services provided and
for vest amounts of vacation and sick payable that will be paid from available spendable
resources.”

For proprietary funds, the entire liability for vested compensated absences would be set
up.

These are the expected basic adjusting entries required to convert from a cash basis to a
modified accrual or accrual basis of accounting. Additional entries generally are required
based on the nature and type of accounts a county may have and the specific accounting
requirements for those accounts.
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SUBJECT:
Preparing Y ear-End Government-Wide Financial Statements
PURPOSE:

To discuss the additional year-end adjusting journal entries counties will make to prepare the
government-wide financia statements. These entries will result in financial statements that
reflect the accrual basis of accounting for both governmental and business-type activities of
the county. These adjusting entries are also the basis for the reconciliations between fund
financial statements and the government-wide financial statements.

PROCEDURE:

Most of the adjusting entries will impact the County’s governmenta activities as the
governmental fund information is converted from the modified accrual basis of accounting to
the full accrual basis. For business-type activities, usually any adjustments to enterprise fund
information relates to consolidating the portion of interna servicefunds that impacts enterprise
funds into those activities.

Thefirst step in preparing the government-wide financial statementsisto convert the datain
the governmental fund financial statements. This datais presented using the modified accrual
basis, and adjustments are necessary to transition it to the government-wide statements, which
are on the full accrua basis.

While the conversions could be performed on individual funds, they should be converted at the
total governmental fund summary level. 1t will be more efficient to make these entries at this
level. It is adso not necessary to convert day to day accounting records. None of the
adjustments should be applied to immaterial items. The list of adjusting entries is not
al-inclusive for the adjusting entries that may be required, but does identify the most likely
adjustments.

Two reconciliations are required for presentation. They are included with the fund level

presentations and may either be part of the related financial statement or a separate statement
directly following the applicable fund financial statement.
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Conversion from the Governmental Funds Balance Sheet to the Government-Wide Statement
of Net Assets

The following table describes the assets and liabilities that need to be converted to the full
accrual basis for the government-wide Statement of Net Assets. Also, the table lists possible
adjustments to reconcile fund balances in governmental funds to the net assets in governmenta
activitiesin the Statement of Net Assets.

Assetsand Liabilities Conversion Reconciliation

Start: Fund Balances -
Governmental Funds.

Capital assets of general government. | Report capital assets, net of Add: carrying value of
accumulated depreciation/ capital assets.
amortization.

Deferred charges for issuance costs. Report unamortized balances of Add: unamortized

deferred charges for issuance costs. | balances of deferred
charges for issuance costs.

Inventories and prepaid items not Report outstanding inventoriesand | Add: outstanding
accounted for at fund level. unamortized portions of prepaid inventories and
items. unamortized portions of
prepaid items.
Unmatured long-term debt net of Report unmatured long-term debt Less: net unmatured
unamortized premiums, discounts, net of unamortized premiums, long-term debt.
and similar items. discounts, and similar items.
Accrued interest. Report liability for accrued interest | Less: accrued interest
payable. payable.
Accrued obligations not normally Report accrued liabilities Less: accrued liabilities
recorded in governmental funds (e.g., | outstanding. not reported in
compensated absences, claims and governmental funds.

judgments, operating leases with
scheduled rent increases, special
termination benefits, government's
net pension obligations as an
employer, landfill closure and
postclosure care costs, etc.).
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Assetsand Liabilities

Conversion

Reconciliation

Assets of internal service funds that
primarily serve governmental funds.

Report assets of internal service
funds.

Add: assets of internal
service funds that
primarily serve
governmental funds.

Liabilities of internal service funds
that primarily serve governmental
funds.

Report liabilities of internal service
funds.

Less: liahilities of internal
service funds that
primarily serve
governmental funds.

revenue.

Liability of earned but deferred Remove liability. Add: earned but deferred
revenue. revenue.
Liability of unearned deferred No change required. No effect.

End: Net Assets-
Governmental Activities

Conversion from the Governmental Fund’ s Statement of Revenues, Expenditures, and Changes

in Fund Balances to the Government-Wide Statement of Activities

The following table lists adjustments needed to convert the governmental fund’ s Statement of
Revenues, Expenditures, and Changes in Fund Balances to the government-wide Statement of
Activities. Also, the table lists possible reconciliation items.

Transaction/Event

Conversion

Reconciliation

art: Net Changein
Fund Balances -
Governmental Funds.

Capital outlays. Remove capitalizable expenditures | Add: capitalizable
incurred for the acquisition or expenditures incurred for
construction of capital assets. the acquisition or

construction of capital
assets.
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Transaction/Event

Conversion

Reconciliation

Debt service principal payments
and refunding payments.

Remove expenditures and other
financing uses for debt service
principle and refunding payments.

Add: expendituresand
other financing uses for debt
service principal and
refunding payments.

Other financing sources, uses, and
expenditures resulting from debt
issuance.

Remove other financing sources,
uses, and expenditures resulting
from debt issuance.

Less. other financing
sources for debt and related
premiums.

Less: excessof carrying
value of refunded debt over
reacquisition cost of
refunded debt.

Add: other financing uses
for discounts.

Add: expendituresfor
issuance costs.

Add: excess of
reacquisition cost of
refunded debt over carrying
value of refunded debt.

Donations of capital assets.

Record donations of capital assets.

Add: donations of capital
assets.

Sales of capital assets.

Replace amount of proceeds by

Less: sale proceeds minus

gain or loss on transaction. gain and sale proceeds plus
loss.
Sales of fund assets (foreclosure Reclassify revenues and No effect.

assets held for resale).

expenditures (or reduction of
revenue) related to fund asset sales
asgainsor losses.

Revenues and expenditures related
to prior periods.

Remove revenues and expenditures
related to prior periods.

Less. revenues related to
prior periods.

Add: expendituresrelated
to prior periods.

Revenues earned during the period
but not yet available.

Record revenues earned during the
period but not yet available.

Add: revenues earned
during the period but not yet
available.
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Transaction/Event

Conversion

Reconciliation

Expenses incurred during the
period but not normally expected to
be liquidated with expendable
available financial resources
(unless they are due for payment in
the current period).

Record expenses incurred during
the period related to liabilities that
are still outstanding at year-end that
are normally expected to be
liquidated with expendable
available financial resources unless
they are due for payment in the
current period.

Less. expensesincurred
during the period related to
liahilities that are still
outstanding and not yet due
at year-end for accrued
interest, compensated
absences, clamsand
judgments, special
termination benefits, landfill
closure and postclosure care
costs, operating leases with
scheduled rent increases, net
pension obligation.

Depreciation.

Record depreciation expense.

Less: depreciation expense.

Amortization of issuance costs,
premiums, discounts, and similar
items.

Adjust revenues and expenses for
amortization.

Less. amortization of
issuance costs and discounts
(and net refunding
difference if adebit).

Add: amortization of
premiums (and net
refunding differenceif a
credit).

Consumption of inventories and
amortization of prepaids.

Record expense for inventories
consumed during the period and for
amortization of prepaids.

Less: inventories consumed
during the period and
amortization of prepaids.

Activities of internal service funds
properly included within
governmental activities.

Record interna service fund
revenues and expenses not subject
to consolidation.

Add: net profit.
Less: netloss

End: Changein Net
Assets-Gover nmental
Activities.
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Reconciliation to the Government-Wide Financial Statements

Differencesin the classification, aswell as differences in the measurement focus and basis of
accounting, cause the amounts reported in the governmental activities in government-wide
financia statements and governmental funds financia statements to differ significantly. To
explain this discrepancy, a government is required to provide a summary reconciliation
between those statements. The reconciliation can be presented on the face of the governmental
fund’ s Balance Sheet and the Statement of Revenues, Expenditures, and Changes in the Fund
Balances or as an accompanying schedule (a page immediately following the statements).

A government may present more details about all or some elements of these reconciliationsin
the Notes to the Financial Statements.

The summary reconciliation of the difference between the governmental fund's Balance Sheet
and the government-wide Statement of Net Assets should address separately at least the
following items:

1. Reporting capital assets at historical cost and depreciating them, instead of reporting
capital acquisition as expenditure when incurred;

2. Adding general long-term liabilities not due and payable in the current period,;

3.  Reducing deferred revenue for those amounts that were not available to pay
current-period expenditures; and

4.  Adding internal service fund net asset balances.

The summary reconciliation of the difference between the governmental fund’ s Statement of
Revenues, Expenditures, and Changes in the Fund Baances and the government-wide
Statement of Activities should address separately at least the following items:

1.  Reporting revenues on full-accrual basis;

2. Reporting annual depreciation expenses instead of expenditures for capital outlays;
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3. Reporting long-term debt proceeds in the Statement of Net Assets as liabilities instead
of other financing sources; aso, reporting debt principal payments in the Statement of
Net assets as reduction of liabilities instead of expenditures,

4.  Reporting other expenses on the full-accrual basis; and

5  Adding the net revenues (expense) of internal service funds.
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ORDER PRESCRIBING FINANCIAL STATEMENTS
The organizationschedule, transmittal | etter, management’ sdiscussionand analysisand other required
supplementary information, basic financia statements, including notes to the basic financia
statements, and other statements and scheduleslisted inthetable of contents are hereby prescribed by
the State Auditor, pursuant to Minn. Stat. 8 375.17, asthe form of financia statementsto be used by
all countiesin Minnesota.
/sl Patricia Anderson

Patricia Anderson
State Auditor

Dated at Saint Paul, Minnesota
this 8" day of March 2004

The statement described in the foregoing order is hereby approved this 8" day of March 2004.
/sl Mike Hatch

Mike Hatch
Attorney General
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OFFICE OF THE STATE AUDITOR

PRESCRIBED FINANCIAL STATEMENT PRESENTATION

The attached financial statements are the addendum to the COFARS manual representing the Office
of the State Auditor’s prescribed method of financial statement reporting for all Minnesota counties.
The financial statements presented are in accordance with governmental accounting principles
generaly accepted in the United States (GAAP), as stated by the Governmental Accounting Standards
Board (GA SB) and applicable pronouncementsof the Financial Accounting StandardsBoard (FASB).

The financial statements presented are intended as an illustration of statements prepared in
conformance with generally accepted accounting principles. This example does not attempt to show
all accounts that may be necessary for proper presentation but is only intended to illustrate the
necessary financial statements and their format that should be presented in the annual report of each
Minnesota county. If for any reason this presentation conflicts with GAAP, then the appropriate
presentationwoul d be determined by GASB pronouncements. Also, becausenot all countieshavethe
funds and fund types included in the sample some of theillustrations would not be required for an
individual county.
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FINANCIAL REPORTING REQUIREMENTS FOR COUNTIES

Counties should report al funds and accounts under their control and supervision. This includes
fiduciary funds. The minimum required annual financial presentation* for a county is as follows:

Required Supplementary Information
Management Discussion and Analysis

Basic Financial Statements
Government-wide Financial Statements:
Statement of Net Assets
Statement of Activities
Fund Financial Statements:
Governmental Funds-
Balance Sheet
Statement of Revenues, Expenditures, and Changes in Fund Balances
Proprietary Funds-
Statement of Net Assets
Statement of Revenues, Expenses and Change in Net Assets
Statement of Cash Flows
Fiduciary Funds-
Statement of Fiduciary Net Assets
Statement of Changesin Fiduciary Net Assets
Notes to the Basic Financia Statements

Required Supplementary Information
Budgetary Comparison Schedules (If not included in Basic Financia Statements)
Disclosures for Modified Approach Infrastructure (If used by County)

1The above requirements are required by GASB Statement 34. Counties that have not converted to the
new reporting model will issue statements required under GASB Standards existing prior to Statement 34.
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Beyond the minimum required financial presentation are additional supplementary information
presentations that may be required for an annua financia report, a comprehensive annual financia
report, or other reporting requirements (such asthe Single Audit Act, COFARS, etc.). Thefollowing
are some potential additional financial statements and schedules with notations of whether they are

required by COFARS:
Required by
Statement or Schedule COFARS?
Supplemental Information
Nonmajor Governmental Funds -
Combining Balance Sheet Yes
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances Yes
Other Budgetary Comparison Schedules Yes
Other Individua Fund Governmental Statements or Schedules Yes?
Nonmajor Enterprise Funds -
Combining Statement of Net Assets Yes
Combining Statement of Revenues,
Expenses and Change in Net Assets Yes
Combining Statement of Cash Flows Yes
Internal Services Funds -
Combining Statement of Net Assets Yes
Combining Statement of Revenues,
Expenses and Change in Net Assets Yes
Combining Statement of Cash Flows Yes
Fiduciary Funds -
Investment Trust Funds -
Combining Statement of Fiduciary Net Assets Yes
Combining Statement of Changesin Fiduciary Net Assets Yes
Private-Purpose Trust Funds
Combining Statement of Fiduciary Net Assets Yes
Combining Statement of Changes in Fiduciary Net Assets Yes
Agency Funds -
Combining Statement of Changesin Assets and Liabilities Yes

2 | required to meet certain disclosure requirements, otherwise optional .
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Required by
Statement or Schedule COFARS?
Other Supporting Schedules -
Schedule of Investments Encouraged
Schedule of Tax Capacities, Tax Rates, Levies,
and Percentage of Collections Encouraged
Schedule of Individual Ditch Balance Sheet Encouraged
Schedule of Intergovernmental Revenue Yes?
Schedule of Expenditures of Federal Awards Yest
Statistical Information® No®

Genera Governmental Expenditures by Function—Last Ten Fiscal Years.

General Revenues by Source—L ast Ten Fiscal Years.

Property Tax Levies and Collections—Last Ten Fisca Years.

Assessed and Estimated Actua Value of Taxable Property—Last Ten Fiscal Years.
Property Tax Rates—All Overlapping Governments—L ast Ten Fiscal Years.

Specia Assessment Collections—Last Ten Fiscal Years.

Ratio of Net General Bonded Debt to Assessed Vaue and Net Bonded Debt per
Capita—Last Ten Fiscal Years.

Compuitation of Legal Debt Margin (if not presented in the GPFS).

Compuitation of Overlapping Debt (if not presented in the GPFS).

Ratio of Annua Debt Service for General Bonded Debt to Total Genera
Expenditures—Last Ten Fiscal Years.

Revenue Bond Coverage—L ast Ten Fiscal Years.

Demographic Statistics.

Property Vaue, Congtruction, and Bank Deposits—L ast Ten Y ears.

Principal Taxpayers.

Miscellaneous Statistics.

3 Recommended to meet reporting requirements of the OSA’s Government Information Division

4 Counties subject to the requirements of the Single Audit Act are required to prepare this schedule,
which typically isincluded with the independent auditor’ s management and compliance report.

5 The statistical tables should be included in the CAFR unless clearly inapplicable in the circumstances

% The statistical information is required for those preparing a comprehensive annual financial report and is
not required for COFARS.
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SCOPE OF FINANCIAL STATEMENTS

Often there are various commissions, authorities, boards, and agencies that are a part of the
governmenta reporting entity, but external to the primary government accounting system, requiresthat
theannual financial statementsincludeall component units. However, component unitsmust alsoissue
basic financia statements. The narratives and disclosures that accompany thesefinancia statements
should adequately identify the purpose of the financia statements and the differing legal entitiesand
functions included within the financial statements. The financial statements should disclose the
relationship of the governmental entity to other governmental units. These relationships may include
the guarantee of debt, joint ventures with other governmental units, and other responsibilities.
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Thefollowing summarizesthe basi ¢ requirements for management’ sdiscussonand anaysis(MD&A).
Unless not applicableto a particular county these 8 items are both and minimum and maximum aress
that would beincludedinaMD&A. For most counties number 7 probably is not applicable, because
indications are that most counties will not elect to use the modified approach for accounting and
reporting infrastructure capital assets.

MANAGEMENT’SDISCUSSION AND ANALYSIS
December 31, 200 _

The purpose of the Management’ sdiscussionand analysis(MD&A) isto introduce the basi ¢ financial
satements and provide an analytical overview of the government’s financia activities. The
gover nment entity may include asmuch detail aswanted aslong asit pertainsto these eight topics.

1. Brief discussionof the basic financial statements, including the relationships of the statements
to each other, and the significant differencesin the information they provide.

2. Comparisons of the current year to the prior year condensed financial information based onthe
government-wide information with emphasis on the current year.

3.  Anaysisof the government’ soverall financia positionand results of operations to assist users
in assessing whether thefinancia positionhasimproved or deteriorated as aresult of the year’s
activities.

4.  Analyss of balances and transactions of individual funds. This should include reasons for
significant changesin fund balances or fund net assets and other restrictions, commitments, or
other limitations that significantly affect the availability of fund resources for future use.

5.  Anaysisof significant variations between original and fina budget amounts and betweenfinal
budget amounts and actual budget amounts results for the general fund. Also include any
currently known reasons for those variations that are expected to have a significant effect on
future services or liquidity.

6. Describe capital asset and long-term debt activity during the year including a discussion of

commitments made for capital expenditures, changesin credit ratings, and debt limitations that
may affect the financing of planned facilities or services.
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7. Discussion by governments that use the modified approach to report some or all of their
infrastructure assets including:

. Significant changes in the assessed condition of digible infrastructure assets.

. How the current assessed condition compares with the conditionlevel the government has
established.

. Any significant differencesfrom the estimated annual amount to maintain/preservedigible
infrastructure assets compared with the actual amounts spent during the current period.

8.  Concludewith adescriptionof currently know facts, decisions, or conditions that are expected
to have a significant effect on financial position or results of operations.
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Basic Financial Statements

The following pages represent theformat for the format for the basic financial statements for counties
in Minnesota. These financial statements are required both by generally accepted accounting
principlesand COFARS. Thegovernment-widefinancial statementsarerequiredfor all counties. All
countieswill havegovernmental fund level financial statements. Only countieswith proprietary funds
(either enterprise or internal service funds) will present proprietary fund financial statements. All
counties have at | east agency funds and most have trust funds, so it i s expected that most countieswill
have fiduciary fund financial statements. Lastly, only some counties have discretely presented
component units and only a handful have more than one discretely presented component unit, soit is
likely that only afew countieswould need the combining component unit financial statements shown
here.
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Assets

Cash and pooled investments
Investments
Receivables - net
Internal balances
Due from primary government
Inventories
Prepaid items
Restricted assets
Cash and pooled investments
Investments
Accrued interest receivable
Deferred charges
Capital assets
Non-depreciable capital assets
Depreciable capital assets - net of accumulated
depreciation

Total Assets
Liabilities

Accounts payable and other current liabilities
Accrued interest payable
Due to component unit
Unearned revenue
Customer deposits
Payable from restricted assets
Rent deposits
Long-term liabilities
Due within one year
Due within more than one year

Total Liabilities

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 11

EXHIBIT 1
(Continued)
STATEMENT OF NET ASSETS
GOVERNMENTAL FUNDS
DECEMBER 31, 200_
Discretely
Primary Government Presented
Governmental Business-Type Component
Activities Activities Total Units
¢ $ ¢
$ $ $
¢ $ ¢
$ $ $

The notes to the financial statementsare an integral part of this statement.



Net Assets

Invested in capital assets net of related debt
Restricted for
Highways and streets
Sanitation
Human services
Capita projects
Debt service
Equipment replacement
Postclosure
Other purposes
Unrestricted

Total Net Assets

Assets- Liabilities

Difference, if any

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 12

EXHIBIT 1
(Continued)
STATEMENT OF NET ASSETS
GOVERNMENTAL FUNDS
DECEMBER 31, 200_
Discretely
Primary Government Presented
Governmental Business-Type Component
Activities Activities Total Units
¢ $ ¢
$ $ $

The notes to the financial statementsare an integral part of this statement.



MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 200_

Page 13

Program Revenues

Operating
Fees, Char ges, Grantsand
Expenses Fines, and Other Contributions

Eunctions/Programs

Primary Gover nment
Governmental activities
General government ¢ $
Public safety
Highways and streets
Sanitation
Human services
Health
Culture and recreation
Conservation of natural resources
Economic devel opment
Interest

Total governmental activities $ $

Business-type activities

Nursing home ¢ $

Nursing services

Solid waste

Congregate housing

Total business-type activities $ $
Total Primary Gover nment $ $

Component Units
Housing and Redevelopment Authority ¢ $
ArealceArena
Lake Project Improvement District

Total Component Units $ $

The notes to the financial statementsare an integral part of this statement.
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EXHIBIT 2
(Continued)
Net (Expense) Revenue and Changesin Net Assets
Discretely
Capital Primary Government Presented
Grantsand Governmental Business-Type Component
Contributions Activities Activities Total Units

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $
$ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 200_

Program Revenues

Operating
Fees, Char ges, Grantsand
Expenses Fines, and Other Contributions

General Revenues
Property taxes
Gravel taxes
Mortgage registry and deed tax
Local salestax
Paymentsin lieu of tax
Grants and contributions not restricted to specific
programs
Unrestricted investment earnings
Miscellaneous
Loss on sale of capital assets
Transfers
Payments to component units

Total general revenues, transfers, and
other items

Changein net assets
Net Assets - Beginning

Net Assets- Ending

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 2
(Continued)
Net (Expense) Revenue and Changesin Net Assets
Discretely
Capital Primary Government Presented
Grantsand Governmental Business-Type Component
Contributions Activities Activities Total Units
¢ ¢
$ $
$ $
$ $

The notes to the financial statementsare an integral part of this statement.
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Assets

Cash and pooled investments
Undistributed cash in agency funds
Petty cash and change funds
Departmental cash
Cash with escrow agent
Investments
Taxesreceivable
Current
Prior
Special assessments receivable
Current
Prior
Noncurrent
Accountsreceivable
Accrued interest receivable
Due from other funds
Due from other governments
Inventories
Advances to other funds

Total Assets

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 200_

General

Page 18

Road and
Bridge

The notes to the financial statements are an integral part of this statement.



Other
Human Governmental
Services Ditch Improvement Funds
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EXHIBIT 3
(Continued)

Total
Governmental
Funds

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 200_

Road and
General Bridge

Liabilitiesand Fund Balances

Liabilities
Accounts payable ¢ ¢
Salaries payable
Contracts payable
Due to other funds
Dueto other governments
Due to component units
Deferred revenue - unavailable
Deferred revenue - unearned
Advance from other funds

Total Liabilities $ $

Fund Balances

Reserved for
Encumbrances ¢ ¢
Advances to other funds
Debt service
Inventories
Enhanced 911
Victim assistance
Sheriff's contingency
Gravel pit closure
Conservation

Unreserved
Designated for future expenditures
Designated for capital improvements
Designated for landfill closure
Undesignated

Unreserved, reported in nonmajor
Special revenue funds
Debt service funds
Capital projectsfunds

Permanent funds
Total Fund Balances $ $
Total Liabilitiesand Fund Balances $ $

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 3
(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds

$ $ $ $ $
$ $ $ $ $
$ $ $ $ $
$ $ $ $ $
$ $ $ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

EXHIBIT 4

RECONCILIATION OF GOVERNMENTAL FUNDSBALANCE SHEET TO
THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS-GOVERNMENT ACTIVITIES
DECEMBER 31, 200_

Fund Balances - Total Governmental Funds (Exhibit 3)

Amounts reported for governmental activitiesin the statement of net assetsare
different because:
Capital assets, net of accumulated depreciation, used in governmental activities are
not financial resources and, therefore, are not reported in the governmental funds.

Other long-term assets are not available to pay for current-period expenditures
and, therefore, are deferred in the governmental funds.

Internal service funds are used by management to charge the costs of management
of fleet maintenance and self-insurance to individual funds.

The assets and liabilities that are included in governmental activitiesin the
statement of net assets are:

Total internal services net assets $
Net assets representing capital assetsincluded above

Long-term liabilities, including bonds payable, are not due and payable in the

current period and, therefore, are not reported in the governmental funds.
General obligation bonds

$

Special assessment bonds

Notes payable

Capital leases

Loans payable

Compensated absences
Accrued interest payable
Deferred debt issuance charges

Net Assets of Governmental Activities (Exhibit 1)

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Road and
General Bridge

Revenues
Taxes $ $
Special assessments
Licenses and permits
Intergovernmental
Chargesfor services
Fines and forfeits
Interest on investments
Gifts and contributions
Miscellaneous

Total Revenues $ $

Expenditures

Current
General government § §
Public safety
Highways and streets
Sanitation
Human services
Health
Culture and recreation
Conservation
Economic devel opment

Capital outlay

Debt service
Principal retirement
Interest
Bond issuance costs

Total Expenditures $ $

Excess of Revenues Over (Under) Expenditures $ $

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 5
(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds
$ $ $
$ $ $
§ § §
$ $ $
$ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF REVENUES EXPENDITURES, AND CHANGESIN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Road and
General Bridge

Other Financing Sour ces (Uses)
Transfersin $ $
Transfers out
Transfer in from component unit
Proceeds from capital lease
Loansissued
Bonds and notes issued
Discount on bond issuance
Proceeds from sale of capital assets
Compensation for loss of capital assets

Total Other Financing Sour ces (Uses) $ $

Net Changein Fund Balances $ $

Fund Balance - January 1
Increase (decrease) in reserved for inventories

Fund Balance - December 31 $ $

The notes to the financial statements are an integral part of this statement.
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EXHIBIT5
(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds
§ § § §
$ $ $ $
$ $ $ $
$ $ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGESIN FUND BALANCES OF GOVERNMENTAL FUNDSTO THE

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES-GOVERNMENT ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 200_

Net Change in Fund Balances - Total Governmental Funds (Exhibit 5)

Amounts reported for governmental activitiesin the statement of activities
are different because:
Governmental funds report capital outlay as expenditures. However, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Expenditures for general capital assets, infrastructure, and other
related capital assets adjustment

Current year depreciation

In the statement of activities, only the gain or loss on the disposal of capital
assests are reported whereas, in the governmental funds, the proceeds
from the disposal increase financial resources. Therefore, the change

in net assets differs from the change in fund balance by the cost of the
capital assets disposed of.

Thefair value of capital asset donations are reported as revenuesin the
statement of activity, but are not reported in governmental funds.

Revenuesin the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.

Bond proceeds provide current financial resources to governmental funds,

but issuing debt increases long-term liabilitiesin the statement of net assets.
The net proceeds for debt issuance are:

Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets.

Principal repayments

General obligation bonds §
Special assessment bonds

Capital lease

Some expenses reported in the statement of activities do not require the

use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

Change in accrued interest payable

§
Amortization of discounts and deferred issuance charges
Change in compensated absences

Internal service funds are used by management to charge the costs of certain
activitiesto individual funds. The net expense of certain activities of the

internal service fundsis reported with governmental activities.
Transfer

$
Governmental activities' share of net income before transfers

Changein Net Assets of Governmental Activities (Exhibit 2)

Page 27

EXHIBIT6

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 200_

Nursing Solic
Home Waste

Assets

Current assets
Cash and pooled investments ¢ $
Undistributed cash in agency funds
Petty cash and change funds
Investments
Special assessments

Prior

Accountsreceivable (net)
Accrued interest receivable
Duefrom other funds
Due from other governments
Inventories
Prepaid items

Total current assets $ $

Restricted assets
Cash and pooled investments ¢ $
Investments
Accrued interest receivable

Total restricted assets $ $

Noncurrent assets
Advance to other funds $ $
Capital assets
Nondepreciable
Depreciable (net)

Total noncurrent assets $ $

Total Assets $ $

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 7
(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds
¢ ¢ ¢
$ $ $
¢ ¢ ¢
$ $ $
$ $ $
$ $ $
$ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 200_

Nursing Solic
Home Waste

Liabilities

Current liabilities
Accounts payable $ $
Salaries payable
Compensated absences payable - current
Dueto other funds
Dueto other governments
Deferred revenue
General obligation bonds payable - current

Total current liabilities $ $

Current liabilities payable from restricted assets
Rent deposits $ $

Noncurrent liabilities
Customer deposits $ $
Compensated absences payable - long-term
Claims and judgments payable - long-term
Estimated liability for landfill closure/postclosure
General obligation bonds payable - long-term

Total noncurrent liabilities $ $

Total Liabilities $ $

Net Assets
Invested in capital assets net of related debt ¢ $
Restricted for
Debt service
Capital projects
Postclosure
Other purposes
Equipment replacement
Unrestricted

Total Net Assets $ $

Some amounts reported for business-type activitiesin the Statement of Net Assets (Exhibit 1) are different because
certain internal service fund assets and liabilities are included with business-type activities.

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 7

(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$

The notes to the financial statements are an integral part of this statement.



MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS

Operating Revenues
Chargesfor services
Mesdls
Laundry
Rents
Miscellaneous

Total Operating Revenues

Operating Expenses
Personal services
Employee benefits and payroll taxes
Professional services
Clamspad
Administration and fiscal services
Other services and charges
Supplies
Distributions to subgrantees
Depreciation
Landfill closure and postclosure costs

Total Operating Expenses
Operating Income (L 0ss)

Nonoper ating Revenues (Expenses)
Special assessments
Intergovernmental
Interest income
Interest on intergovernmental transfers
Gifts and contributions
Gain on sale/disposal of capital assets
Interest expense

Total Nonoper ating Revenues (Expenses)

The notes to the financial statements are an integral part of this statement.

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200
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Nursing
Home

Solid
Waste




Enterprise Funds

Congregate
Housing

Nonmajor

Nursing Service Totals

Page 33

EXHIBIT 8
(Continued)

Internal
Service
Funds

$ $ $
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $

The notes to the financial statements are an integral part of this statement.




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200

Page 34

Nursing Solid
Home Waste
Income (L oss) Before Contributionsand Transfers $ $
Transfersin
Transfers out
Changein Net Assets $ $
Net Assets- January 1
Net Assets - December 31 $ $

Some amounts reported for business-type activitiesin the Statement of Activities (Exhibit 2) are different because the
net revenue (expense) of the Self-Insurance Internal Service Fund is reported with business-type activities.

Changein Net Assets of Business-Type Activities

The notes to the financial statements are an integral part of this statement.



Page 35

EXHIBIT 8
(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds
$ $ $
$ $ $
$ $ $

The notes to the financial statements are an integral part of this statement.




MINNESOTA CITY, MINNESOTA

FOR THE YEAR ENDED DECEMBER 31, 200_
Increase (Decrease) in Cash and Cash Equivalents

Cash Flowsfrom Operating Activities

MINNESOTA COUNTY

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

Page 36

Nursing
Home

Solid
Waste

Receipts from customers and users $
Receipts from internal services provided
Paymentsto suppliers
Payments to employees
Payments to subrecipients
Net cash provided by (used in) operating activities $
Cash Flowsfrom Noncapital Financing Activities
Advance from other funds ¢
Special assessments
Intergovernmental
Rent deposits
Contributions
Transfersin
Transfers out
Net cash provided by (used in) noncapital financing
activities $
Cash Flowsfrom Capital and Related Financing Activities
Capital contributions ¢
Principal paid on long-term debt
Interest paid on long-term debt
Proceeds from the sale of capital assets
Purchases of capital assets
Net cash provided by (used in) capital and related
financing activities $
Cash Flowsfrom Investing Activities
Proceeds from sales and maturities of investments ¢
Purchase of investments
Investment earnings received
Interest on intergovernmental transfers
Net cash provided by (used in) investing activities $
Net Increase (Decrease) in Cash and Cash Equivalents $
Cash and Cash Equivalentsat January 1
Cash and Cash Equivalents at December 31 $

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 9
(Continued)
Enterprise Funds
Congregate Nonmajor Internal
Housing Nursing Service Totals Service Funds

$ $ $ $

$ $ $ $

¢ ¢ ¢ ¢

$ $ $ $

¢ ¢ ¢ ¢

$ $ $ $

¢ ¢ ¢ ¢

$ $ $ $

$ $ $ $

$ $ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Increase (Decrease) in Cash and Cash Equivalents

Nursing Solid
Home Waste

Cash and Cash Equivalents- Exhibit 5

Cash and pooled investments ¢ ¢
Undistributed cash in agency funds

Petty cash and change funds

Restricted cash and pooled investments

Total Cash and Cash Equivalents

Reconciliation of Operating Incometo Net Cash
Provided by (Used in) Operating Activities
Operating income

Adjustments to reconcile operating income to net cash
provided by (used in) operating activities
Depreciation expense ¢ $
(Increase) decrease in accounts receivable
(Increase) decrease in due from other governments
(Increase) decrease in due from other funds
(Increase) decrease in inventories
(Increase) decrease in prepaid items
Increase (decrease) in accounts payable
Increase (decrease) in salaries payable
Increase (decrease) in compensated absences payable
Increase (decrease) in due to other funds

Increase (decrease) in due to other governments

Increase (decrease) in claims payable

Increase (decrease) in landfill closure costs

Total adjusgments

Net Cash Provided by (Used in) Operating Activities

Noncash Investing, Capital, and Financing Activities
Contributions of capital assets from government ¢ ¢
Capital asset trade-ins

Changein fair value of long-term investments

The notes to the financial statements are an integral part of this statement.



Page 39

EXHIBIT 9
(Continued)
Enterprise Funds
Congregate Nonmajor Internal
Housing Nursing Service Totals Service Funds

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $

The notes to the financial statements are an integral part of this statement.



MINNESOTA COUNTY

MINNESOTA CITY, MINNESOTA

FIDUCIARY FUNDS

STATEMENT OF FIDUCIARY NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 200_

Investment
Trust

Private-Pur pose
Trust

Page 40

EXHIBIT 10

Agency

Cash and cash equivalents ¢
Investments
Short-term investments
Receivables
Accounts
Interest
Due from other governments

Total Assets $
Accounts payable ¢
Dueto other governments

Total Liabilities $

Net Assets
Net assets, held in trust for pool participants ¢

Net assets, held in trust for other purposes

Total Net Assets $

The notes to the financial statements are an integral part of this statement.



MINNESOTA CITY, MINNESOTA

MINNESOTA COUNTY

FIDUCIARY FUNDS

STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 200_

Additions
Trust deposits
Contributions from participants
Investment earnings
Interest
Net increase (decrease) in fair value of investments
Total Additions
Deductions
Payments in accordance with trust agreements
Distributions to participants
Paymentsto heirs
Total Deductions
Changein Net Assets
Net Assets - Beginning of the Year

Net Assets- End of the Year

Investment
Trust

Private-Pur pose
Trust

Page 41

EXHIBIT 11

Total

The notes to the financial statements are an integral part of this statement.



Current assets

Cash and pooled investments

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 42

Undistributed cash in County agency funds

Accounts receivable (net)
Rent receivable
Due from other governments

Due from primary government

Prepaid items
Total current assets
Noncurrent assets
Capital assets
Nondepreciable
Depreciable (net)
Total noncurrent assets

Total Assets

EXHIBIT 12
(Continued)
COMBINING STATEMENT OF NET ASSETS
DISCRETELY PRESENTED COMPONENT UNITS
DECEMBER 31, 200_
Housing and Lake Project
Redevel opment Arealce Improvement
Authority Arena District Total
$ $ $
$ $ $
$ ¢ $
$ $ $
$ $ $

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

EXHIBIT 12
(Continued)
COMBINING STATEMENT OF NET ASSETS
DISCRETELY PRESENTED COMPONENT UNITS
DECEMBER 31, 200_
Housing and Lake Project
Redevel opment Arealce Improvement
Authority Arena District Total
Liabilities
Current liabilities
Cash overdraft $ ¢ ¢ ¢
Accounts payable
Salaries payable
Dueto other governments
Accrued interest payable
Deferred revenue
Customer deposits
Revenue notes payable - current
Total current liabilities $ $ $ $

Noncurrent liabilities
Advance from other governments $ ¢ $ ¢
Compensated absences payable
Revenue notes payable - long-term

Total noncurrent liabilities $ $ $ $
Total Liabilities $ $ $ $
Net Assets
Invested in capital assets net of related debt $ $ $ ¢
Unrestricted
Total Net Assets $ $ $ $

The notes to the financial statements are an integral part of this statement.



Component Units
Housing and Redevel opment Authority
ArealceArena
Lake Project Improvement District

Total Component Units
General Revenuesand Other Items
Local salestax
Investment income
Miscellaneous
Payments from primary government
Total general revenuesand other items
Changein Net Assets
Net Assets - Beginning

Net Assets- Ending

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Expenses

COMBINING STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 200_

Page 44

Program Revenues

Fees, Charges,
Finesand Other

Operating
Grantsand
Contributions

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 13
(Continued)
Net (Expense) Revenue and Changesin Net Assets
Capital Housing and Area Lake Project
Grantsand Redevelopment lce Improvement
Contributions Authority Arena District Total
¢ ¢ ¢ ¢ ¢
$ $ $ $ $
$ ¢ ¢ ¢
$ $ $ $
$ $ $ $
$ $ $ $

The notes to the financial statements are an integral part of this statement.
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SPECIFIC PRACTICES 4330

Reporting (Continued) Page 46

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 200_

Thisoutlineisprovided asguidancefor the sequenceof the notesto the basic financial statements.
This should not be considered as supplanting the judgment of the issuer in determining the most
meaningful presentation. Anindividual county will have different note disclosure requirements
based on the county’s financial activities and accounts.

Suggested Disclosure Sequence

The outline that follows is provided as guidance for the sequence of the notes to the basic financial
statements. Thisshould not be considered as suppl anting thejudgment of theissuer in determining the
most meaningful presentation.

I.  Summary of significant accounting policies (including departures from GAAP, if any).

A. description of the government-wide financial statements and exclusion of fiduciary
activities and similar component units.

B. A brief description of the component units of the financial reporting entity and their
relationshipsto the primary government. This should include adiscussion of the criteria
for including component units inthefinancial reporting entity and how the component units
arereported. Alsoincludeinformation about how the separatefinancial statementsfor the
individual component units may be obtained. In component unit separate reports,
identification of the primary government in whose financial report the component unit is
included and a description of its relationship to the primary government.

C. Basis of presentationCGovernment-wide financial statements.
1. Governmental and business-type activities, major component units.
2. Policy for applying FASB pronouncements issued after November 30, 1989
to business-type activities.
3. Policy for eliminating internal activity.
4, Effect of component units with differing fiscal year-ends.

March 2004
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SPECIFIC PRACTICES 4330

Reporting (Continued) Page 47

D. Basisof presentation C fund financial statements.

1.

2.

3.

4.

Major and nonmajor governmenta and enterprise funds, internal service funds, and
fiduciary funds by fund type.

Descriptions of activities accounted for in the mgor funds, internal service fund
type, and fiduciary fund types.

Policy for applying FASB pronouncements issued after November 30, 1989 to
enterprise funds.

Interfund eiminations in fund financia statements not apparent from headings.

E. Basisof accounting.

1
2.

3.

Accrual C government-wide financial statements.

Modifiedaccrual C governmenta fund financial statements, including the length of
time used to define available for purposes of revenue recognition.

Accrua C proprietary and fiduciary fund statements.

F. Assets, liabilities, and net assets and fund balances described in the order of appearance
in the statements of net assets/balance sheet.

1.

agbrwbd

o

Definitionof cashand cash equivalents usedinthe proprietary fund statement of cash
flows.

Disclosure of valuation bases.

Capitalization policy, estimated useful lives of capital assets.

Description of the modified approach for reporting infrastructure assets (if used).
Significant or unusual accounting treatment for materia account balances or
transactions.

Policy regarding whether to first apply restricted or unrestricted resourceswhenan
expenseisincurred for purposesfor whichbothrestricted and unrestricted net assets
are available.

G. Revenues, expenditures/expense.

1.

2.

o 0k

March 2004

Types of transactions included in program revenues in the government-wide
statement of net assets.

Policy for allocating indirect expense to functions i nthe government-wide statement
of activities.

Unusua or significant accounting policy for material revenue, expenditures, and
expenses.

Property tax revenue recognition.

Vacation, sick leave, and other compensated absences.

Policy for defining operating revenues and operating expenses in proprietary fund
statements of revenues, expenses, and changes in fund net assets.

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES 4330

Reporting (Continued) Page 48

II.  Stewardship, compliance, and accountability.

A. Significant violations of finance-rel ated | egal and contractual provisionsand actionstaken
to address such violations.
B. Deficit fund balance or fund net assets of individual funds.

[1l. Detail noteson al activities and funds.

A. Assets.

Cash deposits and pooling of cash and investments.
Investments.

Reverse repurchase agreements.

Securities lending transactions.

Receivable balances.

Property taxes.

Due from other governmentsCgrants receivable.
Required disclosures about capital assets.

N OA~WNE

B. Liabilities.

Payable balances.

Pension plan obligations and postemployment benefits other than pension benefits.
Other employee benefits.

Congtruction and other significant commitments.

Claims and judgments.

L ease obligations (capital and operating).

Short-term debt and liquidity.

Long-term debt.

Description of individual bond issues and leases outstanding.
Required disclosures about long-term liabilities.
Summary of debt service requirements to maturity.
Terms of interest rate changes for variable-rate debt.
Disclosure of legal debt margin.

Bonds authorized but unissued.

Synopsis of revenue bond covenants.

Specia assessment debt and related activities.

Debt refundings and extinguishments.

Demand bonds.

Bond, tax, and revenue anticipation notes.

0. Landflll closure and postclosure care.

N OA~WNE

XTI STQ@ 00T

March 2004
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SPECIFIC PRACTICES 4330

Reporting (Continued) Page 49
C. Interfund receivables and payables and interfund eliminations.
D. Revenues and expenditures/expenses.
1.  On-behaf paymentsfor fringe benefits and salaries.
2. Significant transactions that are either unusual or infrequent, but not within the
control of management.
E. Donor-restricted endowment disclosures
F. Interfund transfers.
G. Encumbrances outstanding.

V. Segment informationCenterprise funds.

V. Individua major component unitdisclosures(if notreported ontheface of the government-wide
statements or in combining statements).

VI.  The nature of the primary government's accountability for related organizations.
VIIl.  Joint ventures and jointly governed organizations.
VIIl. Related party transactions.
IX. Summary disclosure of significant contingencies.
A. Litigation.
B. Federaly assisted programsCcompliance audits.

X.  Significant effects of subsequent events.

March 2004
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Reporting (Continued) Page 50

Required Supplementary Information (RSI)

This typically will include the budgetary comparison schedules for the general fund and any major
specia revenue funds. Formats for the general fund and the Road and Bridge and Human Services
Special Revenue Funds are included. If a county is using the modified approach for infrastructure
capital assets additional RSI information would be necessary. However, examplesare not included
in this document.

March 2004
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Schedule 1
(Continued)
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ ¢ $ $
Licenses and permits
Intergovernmental

Chargesfor services
Fines and forfeits
Gifts and contributions
Investment earnings
Miscellaneous

Total Revenues $ $ $ $

Expenditures
Current
General government
Commissioners $ ¢ $ ¢
Courts
County administration
Personnel
County auditor
License bureau
County treasurer
County assessor
Elections
Purchasing
Remonumentation
Data processing
Attorney
Law library
Recorder
Surveyor
Planning and zoning
Buildings and plant
Maintenance
Veterans service officer

Total general gover nment $ $ $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Schedule 1
(Continued)
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Expenditures
Current (Continued)
Public safety
Sheriff $ ¢ $ ¢
Boat and water safety
Emergency services
Coroner
Law enforcement center

Probation and parole

Total public safety $ $ $ $

Health
Nursing service $ $ $ $

Cultureand recreation
Historical society $ ¢ $ ¢
Parks
Senior citizens
Regional library
Arena
Other

Total cultureand recreation $ $ $ $

Conservation of natural resour ces
Cooperative extension $ ¢ $ ¢
Soil and water conservation
Agricultural inspections
Agricultural society/county fair

Total conservation of natural resources $ $ $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Schedule 1
(Continued)
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Expenditures
Current (Continued)
Economic development

Community development $ $ $ $
Debt service
Principal $ $ $ $
Interest $ $ $ $
Total Expenditures $ $ $ $
Excess of Revenues Over (Under)
Expenditures $ $ $ $
Other Financing Sour ces (Uses)
Transfersin $ ¢ $ ¢
Transfers out
Proceeds from sale of assets
Total Other Financing Sour ces (Uses) $ $ $ $
Net Changein Fund Balance $ $ $ $

Fund Balance - January 1

Fund Balance - December 31 $ $ $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Schedule 2
BUDGETARY COMPARISON SCHEDULE
ROAD AND BRIDGE FUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ ¢ $ ¢
Intergovernmental

Chargesfor services
Miscellaneous

Total Revenues $ $ $ $

Expenditures
Current
Highway and streets
Administration $ ¢ $ ¢
Maintenance
Construction
Equipment maintenance and shop

Total highwaysand streets $ $ $ $
Debt service

Principal

Interest

Total Expenditures $ $ $ $

Excess of Revenues Over (Under)
Expenditures $ $ $ $

Other Financing Sour ces (Uses)
Proceeds from sale of assets $ $ $ ¢
Compensation for the loss of capital assets
Proceeds from capital |ease

Total Other Financing Sour ces (Uses) $ $ $ $

Net Changein Fund Balance $ $ $ $

Fund Balance - January 1
Increase (decrease) in reserved for

inventories
Fund Balance - December 31 $ $ $ / $

Governments have the option of using the purchase or consumption
methods for inventory. This example shows the purchase method,
which requires adjustment to the consumption method at the
government-wide level.
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Schedule 3
BUDGETARY COMPARISON SCHEDULE
HUMAN SERVICESFUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ $ $ $
Intergovernmental

Chargesfor services
Miscellaneous

Total Revenues $ $ $ $
Expenditures
Current
Human services
Income maintenance $ ¢ $ ¢

Social services

Total Expenditures $ $ $ $
Excess of Revenues Over (Under)
Expenditures $ $ $ $

Other Financing Sour ces (Uses)

Transfersin $ ¢ $ ¢
Transfers out

Total Other Financing Sour ces (Uses) $ $ $ $
Net Changein Fund Balance $ $ $ $

Fund Balance - January 1

Fund Balance - December 31 $ $ $ $
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Reporting (Continued) Page 56

Notesto the Required Supplementary Information
1. Budget basis of accounting.
2. Excess of the expenditures over appropriations.

This information would be included in the notes to the financial statements if the budgetary
comparison schedules are included as part of the basic financial statements.

March 2004
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Reporting (Continued) Page 57

Supplemental Information

Thefollowing statements and schedul es should present whenapplicableto anindividual county. They
typically will be divided into the following categories:

Nonmajor governmental fund combining statements
Nonmajor governmental fund budgetary comparison schedules
Nonmagjor enterprise fund combining statements (not presented)
Internal services combining statements
Trust fund combining statements
Agency fund statement
Component unit financia statements’
Other schedules
Schedule of intergovernmental revenue
Schedule of expenditures of federal awards

As noted previously the natureand typeof financial statements dependsonthe activities, accounts and
fund types of individual counties.

7 Only required when component units do not issue separate stand alone financial statements.
March 2004

Minnesota County Financial Accounting & Reporting Standards




Assets

Cash and pooled investments
Petty cash and change funds

Undistributed cash in agency funds

Cash with escrow agent
Investments
Taxesreceivable

Current

Prior
Special assessmentsreceivable

Current

Prior

Noncurrent
Accounts receivable
Accrued interest receivable
Due from other funds
Due from other governments
Advanceto other funds

Total Assets

Liabilitiesand Fund Balances

Liabilities
Accounts payable
Salaries payable
Contracts payable
Dueto other funds
Due to other governments
Deferred revenue - unavailable
Deferred revenue - unearned
Advance from other funds

Total Liabilities

Fund Balances
Reserved for encumbrances
Reserved for victim assistance
Reserved for conservation
Reserved for gravel pit closure
Reserved for endowments
Unreserved

Designated for debt service

Designated for future expenditures
Designated for capital improvements

Designated for landfill closure
Undesignated

Total Fund Balances

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 200_

Special Debt Capital
Revenue Service Projects Permanent
(Statement 3) (Statement 5) (Statement 7) (Statement 9)

Page 58

Total Nonmajor
Governmental
Funds
(Exhibit 3)

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 2
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 200_

Total Nonmajor
Special Debt Capital Governmental
Revenue Service Projects Permanent Funds

(Statement 4) (Statement 6) (Statement 8) (Statement 10) (Exhibit 5)
Revenues
Taxes ¢ ¢ ¢ ¢ ¢

Special assessments
Licenses and permits
Intergovernmental
Chargesfor services
Fines and forfeits
Giftsand contributions
Investment earnings
Miscellaneous

Total Revenues $ $ $ $ $

Expenditures

Current
General government ¢ $ ¢ $ ¢
Public safety
Sanitation
Health
Culture and recreation
Conservation
Economic devel opment

Capital outlay

Debt service
Principal
Interest

Total Expenditures $ $ $ $ $

Excess of Revenues Over (Under)
Expenditures $ $ $ $ $

Other Financing Sour ces (Uses)
Transfersin ¢ $ ¢ $ ¢
Transfers out
Loansissued
Transfers to component unit

Total Other Financing
Sour ces (Uses) $ $ $ $ $

Net Changein Fund Balances $ $ $ $ $

Fund Balance - January 1

Fund Balance - December 31 $ $ $ $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
DECEMBER 31, 200_

Environmental Victim Revolving
Health Assistance Loan

Assets

Cash and pooled investments ¢ ¢ ¢
Petty cash and change funds
Undistributed cash in agency funds
Taxesreceivable
Current
Prior
Special assessments receivable
Current
Prior
Noncurrent
Accountsreceivable
Due from other governments

Total Assets $ $ $

Liabilities
Accounts payable $ ¢ ¢
Salaries payable
Due to other funds
Dueto other governments
Deferred revenue - unavailable
Deferred revenue - unearned

Total Liabilities $ $ $

Fund Balances
Reserved for encumbrances $ ¢ ¢
Reserved for victim assistance
Reserved for gravel pit closure
Unreserved
Designated for future expenditures
Designated for landfill closure
Undesignated

Total Fund Balances $ $ $

Total Liabilitiesand Fund Balances $ $ $
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Statement 3
(Continued)
Regional
Railroad Grave Forfeited Total
Authority Tax Tax Development (Statement 1)

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Environmental
Health

Page 62

Victim
Assistance

Revenues
Taxes ¢ ¢
Special assessments
Licenses and permits
Intergovernmental
Chargesfor services
Fines and forfeits
Investment earnings
Miscellaneous

Total Revenues $ $

Expenditures

Current
General government ¢ ¢
Public safety
Sanitation
Health
Culture and recreation
Conservation
Economic development

Total Expenditures $ $

Excess of Revenues Over (Under) Expenditures $ $

Other Financing Sour ces (Uses)
Transfersin ¢ ¢
Transfers out
Loan issued
Transfers to component unit

Total Other Financing Sour ces (Uses) $ $

Net Changein Fund Balances $ $

Fund Balance- January 1

Fund Balance - December 31 $ $
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Statement 4
(Continued)
Regional
Revolving Railroad Grave Total
Loan Authority Tax Development (Statement 2)

¢ ¢ ¢ ¢

$ $ $ $

¢ ¢ ¢ ¢

$ $ $ $

$ $ $ $

¢ ¢ ¢ ¢

$ $ $ $

$ $ $ $




Assets

Cash and pooled investments
Undistributed cash in agency funds
Cash with escrow agent
Taxesreceivable

Current

Prior
Accrued interest receivable
Due from other funds
Advance to other funds

Total Assets

Liabilitiesand Fund Balances
Liabilities
Deferred revenue - unavailable

Fund Balances
Designated for debt service

Total Liabilitiesand Fund
Balances

MINNESOTA CITY, MINNESOTA

NONMAJOR GOVERNMENTAL FUNDS

MINNESOTA COUNTY

COMBINING BALANCE SHEET

DEBT SERVICE FUNDS
DECEMBER 31, 200_

Sanitary
Sewer

Page 64

Total
(Statement 1)

County Courthouse General
Jail Building Obligation
$ $
$ $
$ ¢




Revenues
Taxes
Intergovernmental
Investment earnings
Miscellaneous

Total Revenues
Expenditures
Debt service
Principal
Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfersin

Net Changein Fund Balances
Fund Balance- January 1

Fund Balance - December 31

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 65

Statement 6
COMBINING STATEMENT OF REVENUES EXPENDITURES,
AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
DEBT SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
County Courthouse General Sanitary Total
Jail Building Obligation Sewer (Statement 2)
¢ ¢ ¢
$ $ $
¢ $ ¢
$ $ $
$ $ $
$ $ $




Assets

Cash and pooled investments
Investments

Accrued interest receivable
Due from other governments

Total Assets

Liabilitiesand Fund Balances

Liabilities
Accounts payable
Contracts payable
Due to other funds
Dueto other governments
Advance from other funds

Total Liabilities
Fund Balances
Unreserved

Designated for capital improvements

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
CAPITAL PROJECTSFUNDS
DECEMBER 31, 200_

Sanitary
Sewer

Page 66

Total
(Statement 1)

Permanent Jail
Improvement Construction
$ ¢
$ $
$ ¢
$ $
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
CAPITAL PROJECTSFUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Permanent Jail Sanitary Total
Improvement Construction Sewer (Statement 2)

Revenues
Intergovernmental ¢ ¢ $ ¢
Investment earnings
Miscellaneous

Total Revenues $ $ $ $

Expenditures
Capital outlay
General government ¢ ¢ $ ¢
Public safety
Sanitation

Total Expenditures $ $ $ $

Excess of Revenues Over (Under)
Expenditures $ $ $ $

Other Financing Sour ces (Uses)
Transfers out

Net Changein Fund Balances $ $ $ $

Fund Balance- January 1

Fund Balance - December 31 $ $ $ $




Assets

Cash and pooled investments
Investments
Accrued interest receivable

Total Assets

Liabilitiesand Fund Balances

Liabilities
Accounts payable

Fund Balances
Reserved for endowments
Reserved for conservation

Unreserved
Undesignated

Total Fund Balances

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
PERMANENT FUNDS
DECEMBER 31, 200_

Conservation
Reserve

Cemetery

Page 68

Total
(Statement 1)
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 10
COMBINING STATEMENT OF REVENUES EXPENDITURES,
AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
PERMANENT FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Conservation Total
Reserve Cemetery (Statement 2)
Revenues
Gifts and contributions ¢ $ ¢
Investment earnings
Total Revenues $ $ $
Expenditures
Current
Culture and recreation ¢ $ ¢
Conservation
Total Expenditures $ $ $
Excess of Revenues Over (Under)
Expenditures $ $ $

Fund Balance - January 1

Fund Balance - December 31 $ $ $




Revenues
Taxes
Special assessments
Licenses and permits
Intergovernmental
Chargesfor services
Miscellaneous

Total Revenues

Expenditures
Current
Sanitation
Solid waste
Health
County health officer
Conservation
Water planning

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfersin
Transfers out
Proceeds from loan

Total Other Financing
Sour ces (Uses)

Net Changein Fund Balance
Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY

MINNESOTA CITY, MINNESOTA

Page 70

Schedule #
BUDGETARY COMPARISON SCHEDULE
NONMAJOR GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 200
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ $
$ $
$ ¢
$ $
$ $
$ ¢
$ $
$ $




Assets
Current assets
Cash and pooled investments
Investments

Accrued interest receivable
Due from other funds

Due from other governments
Inventories

Prepaid items

Total current assets
Noncurrent assets
Capital assets
Depreciable (net)

Total Assets

Current liabilities
Accounts payable
Compensated absences payable
Due to other funds
Total current liabilities
Noncurrent liabilities
Advance from other funds
Compensated absences payable - long-term
Claims and judgments payable - long-term
Total noncurrent liabilities
Total Liabilities
Net Assets

Invested in capital assets net of related debt
Unrestricted

Total Net Assets

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING STATEMENT OF NET ASSETS
INTERNAL SERVICE FUNDS
DECEMBER 31, 200_

Self-Insurance

Central Garage

Page 71

Total

$
$ $
$ $
$
$ $
$
$ $
$ $
$
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 12
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Self-Insurance Central Garage Total
Oper ating Revenues
Chargesfor services $ $ $

Operating Expenses
Claims paid ¢ ¢ ¢
Administrative and fiscal services
Other services and charges

Depreciation
Total Operating Expenses $ $ $
Operating Income (L 0ss) $ $ $

Nonoper ating Revenues (Expenses)
Interest income

Net Income (Loss) Before Transfers

and Contributions $ $ $
Transfersin
Changein Net Assets $ $ $

Net Assets- January 1

Net Assets - December 31 $ $ $




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

COMBINING STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 200_
Increase (Decrease) in Cash and Cash Equivalents

Cash Flows from Operating Activities
Receipts from customers and users
Receipts from internal services provided
Paymentsto suppliers
Payments to employees

Net cash provided by (used in) operating activities

Cash Flowsfrom Noncapital Financing Activities
Advance from other funds

INTERNAL SERVICE FUNDS

Self-Insurance

Central Garage

Page 73

Total

Cash Flows from Capital and Related Financing Activities

Capital contributions
Purchases of capital assets

Net cash provided by (used in) capital and related
financing activities

Cash Flowsfrom Investing Activities
Proceeds from sales and maturities of investments
Purchases of investments
Investment earnings received
Net cash provided by (used in) investing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalentsat January 1

Cash and Cash Equivalentsat December 31
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 13
(Continued)
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Increase (Decrease) in Cash and Cash Equivalents
Self-Insurance Central Garage Total
Reconciliation of operating incometo net cash provided by
(used in) operating activities
Operating income $ $ $
Adjustments to reconcile operating income to net cash provided by
(used in) operating activities
Depreciation expense $ $ §
(Increase) decrease in due from other governments
(Increase) decrease in due from other funds
(Increase) decrease in inventories
(Increase) decreasein prepaid items
Increase (decrease) in accounts payable
Increase (decrease) in compensated absences payable
Increase (decrease) in due to other funds
Increase (decrease) in claims payable
Total adjustments $ $ $
Net Cash Provided by Operating Activities $ $ $
Noncash Investing, Capital, and Financing Activities
Contributions of general capital assets from County $
Capital asset trade-ins



MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 75

Statement 14
INVESTMENT TRUST FUNDS
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
DECEMBER 31, 200_
Family
Services
Cemetery Collaborative Total
Assets
Cash and cash equivalents ¢ $
Receivables
Interest

Total Assets $ $

Accounts payable $ $
Net Assets

Net assets, held in trust for pool participants $ $




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

INVESTMENT TRUST FUNDS

COMBINING STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS

Additions
Contributions from participants

Investment earnings
Interest
Net (decrease) in fair value of investments
Total investment ear nings

Total Additions

Deductions
Distributions to participants

Changein Net Assets
Net Assets- January 1

Net Assets - December 31

FOR THE YEAR ENDED DECEMBER 31, 200_

Cemetery

Family
Services
Collaborative

Page 76

Total




Cash and cash equivalents
Investments

Short-term investments
Receivables

Interest

Total Assets

Accounts payable

Net assets, held in trust

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 77

Statement 16
PRIVATE-PURPOSE TRUST FUNDS
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
DECEMBER 31, 200_
Missing Cemetery
Heirs Perpetual Care Total
Assets
¢ $
$ $
$ $
Net Assets




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 78

Statement 17
PRIVATE-PURPOSE TRUST FUNDS
COMBINING STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 200_
Missing Cemetery
Heirs Perpetual Care Total
Additions
Trust deposits $ $
Investment earnings
Interest
Net increase (decrease) in fair value of investments
Total Additions $ $
Deductions
Payments in accordance with trust agreements $ $
Paymentsto heirs
Total Deductions $ $
Changein Net Assets $ $

Net Assets- January 1

Net Assets - December 31 $ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 18
(Continued)
COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Balance Balance
January 1 Additions Deductions December 31

SNOWMOBILE TRAILS

Assets
Cash and pooled investments $ 5 3 3
Accounts payable 3 3 5 £
STATE REVENUE

Assets
Cash and pooled investments ¢ 3 E 3
Accounts receivable

Total Assets 5 3 3 3

Due to other governments 5 3 3 3
OTHER AGENCY

Assets
Cash and pooled investments 3 £ 3 3

Accounts payable 5 3 3 3




COLLABORATIVE

Assets

Cash and pooled investments
Due from other governments

Total Assets

Liabilities

Dueto other governments

COLLECTIONSFOR OTHER
_AGENCIES

Assets

Cash and pooled investments

Due to other governments

TAXESAND PENALTIES
Assets

Cash and pooled investments

Dueto other governments

MINNESOTA COUNTY

MINNESOTA CITY, MINNESOTA

ALL AGENCY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 200_

COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES

Deductions

Page 80

Statement 18
(Continued)

Balance
December 31

Balance
January 1 Additions
¢ b
5 3
5 E
5 £
5 £
5 £
5 £
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Statement 18
(Continued)
COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 200_
Balance Balance
January 1 Additions Deductions December 31
TOTAL ALL AGENCY FUNDS
Assets
Cash and pooled investments ¢ 3 E 3

Accountsreceivable
Due from other governments

Total Assets 5 3 3 3

Accounts payable $ ¥ b b
Due to other governments

Total Liabilities 5 3 5 3




Assets

Cash and pooled investments
Accountsreceivable
Due from other governments
Due from primary government
Capital assets

Depreciable (net)

Total Assets

Current liabilities

Accounts payable

Salaries payable

Accrued interest payable

Advance from other governments
Long-term liabilities

Due within one year

Due after one year

Total Liabilities

Fund Balance
Unreserved
Undesignated

Total Liabilitiesand Fund Balance
Net Assets
Invested in capital assets net of related debt

Unrestricted

Total Net Assets

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 82

Statement 19
STATEMENT OF NET ASSETSAND
GOVERNMENTAL FUND BALANCE SHEEET
COMPONENT UNIT
AREA |CE ARENA
DECEMBER 31, 200_
General Adjustments Statement
Fund (Note5.C.) of Net Assets

$ $
$ $
$ $
$ $
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MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

STATEMENT OF ACTIVITIESAND GOVERNMENTAL REVENUES
EXPENDITURES, AND CHANGESIN FUND BALANCE
COMPONENT UNIT
AREA ICE ARENA
FOR THE YEAR ENDED DECEMBER 31, 200_

General Adjustments Statement
Fund (Note5.C.) of Activities

Revenues
Intergovernmental ¢ ¢ ¢
Chargesfor services
Miscellaneous

Total Revenues $ $ $

Expenditures
Current
Culture and recreation ¢ $ ¢
Capital outlay
Debt service
Principal
Interest

Total Expenditures $ $ $

Excess of Revenues Over (Under)
Expenditures $ $ $

Fund Balance- January 1

Fund Balance - December 31 $ $ $




Shared Revenue
State

Highway users tax
Market value credit
Mobile home MVC
PERA rate reimbursement
Disparity reduction aid
Family Preservation Aid
Policeaid
Crimind justiceaid

Total Shared Revenue

Reimbursement for Services
State
Minnesota Department of Human
Services

Payments
Local
City contribution
Local hedth
Local contributions
Paymentsin lieu of taxes

Total Payments

Grants
State
Minnesota Department/Board of
Administration
Crime Victim Services
Revenue
Education
Corrections
Public Safety
Transportation
Trade and Economic Security
Hedlth
Natural Resources
Human Services
Soil and Water Resources
Veterans Services
Office of Environmental Assistance
Pollution Control Agency
Miscellaneous boards

Total State

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 84

chedule#
(Continued)
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31, 200_
Total Total Total Total
Governmental Enterprise Primary Component
Funds Funds Government Units
b ¢ b b
5 5 3 5
5 $ $ 5
b ¢ b b
5 5 3 5
b ¢ b b
5 5 3 5




Grants (Continued)
Federal
Department of

Agriculture
HUD
Justice
Transportation
Emergency Management
Health and Human Services

Total Federal
Total State and Federal Grants

Total Intergovernmental Revenue

MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

Page 85

chedule#
(Continued)
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31, 200_
Total Total Total Total
Governmental Enterprise Primary Component
Funds Funds Government Units
b ¢ b
5 5 3
5 5 3
5 5 £




MINNESOTA COUNTY
MINNESOTA CITY, MINNESOTA

SCHEDUL E OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Federal Grantor Federal
Pass-Through Agency CFDA
Grant Program Title Number

Expenditures

Page 86

Schedule ##
(Continued)

Passed Through
to Subrecipients

U.S. Department of Agriculture
Passed Through Minnesota Department of Health
Special Supplemental Nutrition Program for Woman, Infants
and Children 10557 $

Passed Through Minnesota Department of Human Services
Matching Grants for Food Stamp Program 10561

Passed Through Minnesota Department of Agriculture
Water and Waste Disposal Systems for Rural Communities 10.760

Total U.S. Department of Agriculture $

U.S. Department of Housing and Urban Development
Passed Through Minnesota Department of Trade and Economic
Develoment
Community Development Block Grant/State's Program 14.228 ¢

Direct
Section 8 Rental VVoucher Program 14.855

Lower Income Housing Assistance Program 14.856

Total U.S. Department of Housing and Urban Development $

U.S. Department of Justice
Passed Through Minnesota Department of Public Safety
Crime Victim Assistance Grant 16.575 $

Byrne Formula Grant Program 16.579

Direct
Public Safety Partnership and Community Policing Grants 16.710

Total U.S. Department of Justice $

U.S. Department of Transportation
Passed Through Minnesota Department of Transportation
Boating Safety Financial Assistance 20.005 $

State and Community Highway Safety 20.600

Total U.S. Department of Transportation $

U.S. Department of Emer gency Management
Passed Through Minnesota Department of Public Safety
Public Assistance Grants 83544 $

Emergency Management Performance Grants 83.552

Total U.S. Department of Emer gency M anagement $




MINNESOTA COUNTY

MINNESOTA CITY, MINNESOTA

SCHEDUL E OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 200_

Federal Grantor Federal
Pass-Through Agency CFDA
Grant Program Title Number

Expenditures

Page 87

Schedule ##
(Continued)

Passed Through
to Subrecipients

U.S. Department of Health and Human Services
Passed Through Minnesota Department of Health
Centersfor Disease Control and Prevention - Investigations
and Technical Assistance 93.283

Passed Through Minnesota Department of Human Services

Temporary Assistance for Needy Families 93.558
Passed Through Minnesota Department of Education

Child Care Mandatory and Matching Funds 93.596
Passed Through Minnesota Department of Human Services

Children's Justice Grants to States 93.643

Child Welfare Services - State Grants 93.645

Foster Care Title IV-E 93.658

Socia Services Block Grant Title XX 93.667

Chafee Foster Care Independent Living 93.674
Passed Through Minnesota Department of Health

Block Grant - Prevention/Treatment of Substance Abuse 93.959

Maternal and Child Health Services Block Grant 93.9%4

Total U.S. Department of Health and Human Services

Total Cash Awards
Noncash Awards
U.S. Environmental Protection Agency
Passed Through Minnesota Department of Agriculture
Agricultural Best Management Loan Program (Ag BMP) loans 66.458

Total Federal Awards

Notesto Schedule of Expenditures of Federal Awards

1. The Schedule of Expenditures of Federal Awards presents the activity of federal award programs expended by Minnesota County.

The County's reporting entity isdefined in Note 1 to the general purpose financial statements.

2. The expenditures on this schedule are on the basis of accounting used by the individual funds of the county. Governmental funds
use the modified accrual basis of accounting. The basis used for CFDA No. 66.458 is the value of new loans made during the year.

3. Pass-through grant numbers were not assigned by the pass-through agencies.
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SPECIFIC PRACTICES 4335

Reporting Page 1
SUBJECT:
Sample Annual Financial Reporting
PURPOSE:

To provide example of county annua financia Statements prepared in accordance with
accounting principles generally accepted in the United States of America.

PRINCIPLES:

The financia reporting model for local government financial statementsis primarily covered
by GASB Statement 34, Basic Financial Statements--and Management’s Discussion and
Analysis--for State and Local Governments and as subsequently modified by new GASB
pronouncements. This section provides a sample of the annua financial statements for a
Minnesota County. There areanumber of different options available under generally accepted
accounting principles (GAAP), but thissection presents what i s expected to be the most common
options used by most counties.

A County’s annual financia report will generally include two main sections. an introductory
section and a financial section. The sample primarily focuses on the financial section, which
includesthe basi c financial statements, required supplementary information, both management’s
discussion and analysis and budgetary comparison schedules, and supplementary information.

A comprehensive annual financial report (CAFR) includes an additional section called
Statistical Information. This section is not a requirement of GAAP or COFARS, s0 is not
included in the sample presentations.

HIGHLIGHTS:

The sample financial statements presented in this section are designed to present a number of
different presentations that countiescould have. However, most countieswill not haveasimilar
makeup for their annual financia report. The number, extent, and type of financia statements
isprimarily the result of the types of funds and whether the county has any discretely presented
component units. Theexamplefinancia statementshaveall fund typesand discretely presented
component units.
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Reporting (Continued) Page 2

The following number and types of entities are included in the example:

Governmental Funds

General Fund

Specia Revenue Funds 1
Debt Service Funds

Capital Projects Funds

Permanent Funds

NDDMNOPR

Proprietary Funds

Enterprise Funds
Internal Services Funds

N B~

Fiduciary Funds

Investment Trust Funds
Private-Purpose Trust Funds
Agency Funds

DN N

Discretely Presented Component Units 3

The example has the following major funds:

Governmental Funds

Genera Fund

Road and Bridge Specia Revenue Fund
Human Services Special Revenue Fund

Ditch Special Revenue Fund

Permanent Improvement Capital Projects Fund

Enterprise Funds

Nursng Home
Solid Waste
Congregated Housing
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Reporting (Continued) Page 3
Other report highlights:

Management’ s discussion and analysis (MD&A) should not be a repeat of this example.
We encourage countiesto maketheir MD& A applicableto their owncounty. See Section
3370.

The example MD& A uses charts and graphs, which is encouraged but not required.

The report includes fund information for one of the component units, because they do not
issue a separate financia report. These are presented as Statements 19 and 20.

Inthe Statement of Activitieswe have elected not to alocate indirect expenses, whichis
an option allowed by GASB 34.

The budgetary comparisonschedulesfor the general fund and major special revenue funds
are presented as required supplementary information rather than as part of the basic
financia statements.

Onthe government-wide statement of net assets we have el ected to aggregate information
on receivables and payables. The breakdown of receivables and payables are shown in
the notes to the financia statements.

We elected because of the large number of funds, to present separate nonmajor fund
combining statements by governmental fund type. These combining statements are
represented by statements 3 through 10. With asmall number of funds, someor all of these
financia statementswould notbenecessary. Statements 1 and 2 are combining statements
of the totals from statements 3 through 10.

For the financial report we have labeled the basic financia statements as exhibits;
supplementary combining and individual fund financial statements as statements; and
budgetary comparison presentations and other supporting presentations as schedules.

We encourage every county to issue their annual financia report under their own cover.
The example financia report includes a example cover.
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Certainadditional supporting schedules are consider optional under COFARS. They are
not required by GAAP, but are recommended for the additional disclosuresthey provide.
These schedules are the following:

Schedule of County Investments or Schedule of Deposits and Investments
Schedule of Tax Capacities, Tax Rates, Levies, and Percentage of Collections
Balance Sheet - By Individua Ditch

Supporting schedules that the Office of the State Auditor strongly encourages are the
following:

Schedule of Intergovernmental Revenues
Schedule of Expenditures of Federal Awards

These last two schedules are included in the example annua financial report. If the
County is subject to the requirements of the Single Audit Act Amendments of 1996, they
arerequired to prepare the Schedule of Expenditures of Federal Awards. The Schedule
of Intergovernmenta Revenuesprovidesacrosswalk betweenthefinancial statementsand
the Schedule of Expenditures of Federal Awards, as well as assist with reporting
requirements to the Office of the State Auditor’s Government Information Division.
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OFFICIAL LETTERHEAD
OF
GOVERNMENTAL UNIT

March 1, 2003

The Honorable Chairman and Commissioners
Minnesota County
Any City, Minnesota

Commissioners;

Theannual financia report of Minnesota County issubmitted for the fiscal year ended December 31,
2002. Thisreport was prepared by the County Auditor-Treasurer*s Office and the Financial Services
Department.  This report conforms to the Governmental Accounting Standards Board
pronouncements, which are accepted as generally accepted accounting principles for state and local
governments in the United States.

This report consists of management’s representations and assertions concerning the finances of
Minnesota County. Therefore, management assumes full responsibility for the completeness and
reliability of theinformation presented in thisreport. To provide areasonable basisfor making these
representations, Minnesota County has established a comprehensive interna control framework that
is designed to both protect the government’s assets from loss, theft, or misuse and to compile
sufficient reliable information for the preparation of this annual financial report. Because the cost
of internal controls should not outweigh their benefits, Minnesota County’s comprehensive
framework of internal controls has been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material misstatement. As management,
we assert that, to the best of our knowledge and belief, thisfinancial report is complete and reliable
in al material respects.

This annual financial report consists of two parts:

1 Introductory Section - including this transmittal letter.

2. Financia Section - including the basic financial statements including notes, required
supplementary information, and other supplementary data of the government, accompanied
by the State Auditor’s opinion.

Copies of this report will be sent to elected officials, county management, bond rating agencies,

financia institutions, and government agencies which have expressed an interest in Minnesota
County*sfinancial affairs.



The County isrequired to undergo an annual single audit in conformity with the provisions of the
Single Audit Act Amendments of 1996 and the U.S. Office of Management and Budget's
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Information
related to this single audit, including a schedule of expenditures of federal awards, the independent
auditor*s report on compliance and on internal controls over financia reporting, and a schedule of
findings and questioned costs are included in a separately issued single audit report.

The financial reporting entity (the government) includes al funds of the primary government
(i.e., the Minnesota County as legally defined), aswell as all of its component units. Component
units are legally separate entities for which the primary government is financially accountable. The
Regional Railroad Authority isincluded as a blended component unit. The government provides a
full range of services, including public safety and law enforcement; courts and probation services;
property tax assessment and collection; vital statistics and public records, human services,
environmental and public health, solid waste management, nursing home, the construction and
maintenance of highways, streets and other infrastructure; recreational activities;, and cultural
services.

Discretely presented component units are reported in a separate column in the government-wide
financial statements to emphasize that they are legally separate from the primary government and
to differentiate their financial position and changes in financial position from those of the primary
government. The Housing and Redevel opment Authority, the Arealce Arena, and the Lake Project
Improvement District are reported as discretely presented component units.

I ndependent Audit

Minnesota State L aw requires an audit to be made of the books of accounts, financial records, and
transactions of the county. This requirement has been complied with, and the Independent Auditor*s
Report of the Office of the State Auditor has been included in thisreport. In addition, the audit was
designed to meet the requirements of the Single Audit Act Amendments of 1996 previously
discussed in this letter.

Acknowledgments

The preparation of thisannual financial report could not be accomplished without the professional
and dedicated services of the entire staffs of the Auditor-Treasurer’s Office and the Financia
Services Department. Also, we thank the accounting staff of the Highway and Human Services
Departments for their valuable contributions to this report. Our thanks also must be given to the
County Board for their unfailing support for maintaining the highest standards of professionalism
in the management of Minnesota County’ s finances.

Respectfully submitted,

Ole Johnson Bythe Numbers
County Auditor-Treasurer Financial Services Director
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INDEPENDENT AUDITOR’SREPORT

Board of County Commissioners
Minnesota County, Minnesota

We have audited the accompanying financia statements of the governmental activities, business-type
activities, the aggregate discretely presented component units, each mgjor fund, and the aggregate
remaining fund information of Minnesota County, Minnesota, as of and for the year ended
December 31, 2002, which collectively comprise the County’s basic financial statements. These
financia statements are the responsibility of Minnesota County's management. Our responsibility
isto express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of Americaand the standards applicable to financial audits contained in Gover nment Auditing
Sandards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on atest basis, evidence supporting the
amounts and disclosuresin thefinancia statements. An audit aso includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities, business-type activities, the aggregate discretely
presented component units, each maor fund, and the aggregate remaining fund information of
Minnesota County, as of and for the year ended December 31, 2002, and the respective changesin
financial position and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Asdiscussed in Note 1 to the basic financia statements, Minnesota County adopted the provisions
of Governmental Accounting Standards Board (GASB) Statements No. 33, Accounting and
Financial Reporting for Nonexchange Transactions, as amended; No. 34, Basic Financial
Statements--and Management’s Discussion and Analysis--for State and Local Governments, as
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amended; No. 37, Basic Financial Statements--and Management’s Discussion and Analysis--for
State and Local Governments: Omnibus; No. 38, Certain Financial Statement Note Disclosures;
and GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Satements.*

The Management’ s Discussion and Analysis and the budgetary comparison schedulesfor the Generd
Fund and the Road and Bridge, Human Services, and Ditch Special Revenue Funds on pages 3
through 14 and 95 through 101 are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principaly of inquiries of management regarding
the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Minnesota County’ s basic financia statements. The introductory section and
combining and individual nonmagjor fund financial statements and supplementary schedules on
pagesi through iii and pages 102 through 141 are presented for purposes of additional analysis and
are not arequired part of the basic financial statements. The combining and individual nonmajor
fund financial statements and supplementary schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in al material respects in relation to the basic financial statements taken as a whole. The
introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we have aso issued our report dated March 1,
2003, on our consideration of Minnesota County’ sinternal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

PATRICIA ANDERSON GREG HIERLINGER, CPA
STATE AUDITOR DEPUTY STATE AUDITOR

End of Fieldwork: March 1, 2003

! This paragraph is applicable only to the year of implementation of the new reporting
model.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

MANAGEMENT’SDISCUSSION AND ANALYSIS
(Unaudited)
DECEMBER 31, 2002

Minnesota County’ s Management’ s Discussion and Analysis (MD&A) provides an overview of the
County’sfinancial activities for the fiscal year ended December 31, 2002. Since this information
isdesigned to focus on the current year’ s activities, resulting changes, and currently known facts, it
should be read in conjunction with the Transmittal Letter (beginning on page i) and the County’s
financial statements (beginning on page 15).

FINANCIAL HIGHLIGHTS

<

Governmental activities' total net assets are $82,926,889, of which $71,182,601 is invested
in capital assets, net of related debt, and $5,195,295 is restricted to specific purposes.

Business-type activities have total net assets of $17,127,104. Invested in capital assets, net
of related debt represents $9,447,114 of the total; $5,110,779 of the total business-type net
assets are restricted for specific uses.

Minnesota County’s net assets increased by $4,262,774 for the year ended December 31,
2002. Of the increase, $4,138,114 was in the governmental activities net assets, and
$124,660 represented the increase in business-type activities' net assets. The net assets of
the County’ s discretely presented components units increased by $3,297.

The net cost of governmental activities decreased by $3,885,104 to $7,558,213 for the
current fiscal year. The net cost was funded by general revenues and other items totaling
$11,696,327.

Governmental funds' fund balances increased by $4,978,559. Most of the increase was due
to the issuance of debt.

During the year, Minnesota County issued $3,365,000 of general obligation bonds for new
building construction and $535,000 of general obligation capital equipment notes.
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OVERVIEW OF THE FINANCIAL STATEMENTS

Thisdiscussion and analysisis intended to serve as an introduction to the basic financia statements.
Minnesota County’s basic financia statements consist of three parts: government-wide financial
statements, fund financial statements, and notes to the financial statements. The Management’s
Discussion and Analysis (this section) and certain budgetary comparison schedules are required to
accompany the basic financia statements and, therefore, are included as required supplementary
information. The following chart demonstrates how the different pieces are inter-related.

Management’s Discussion
and Analysis
(required supplementary information)
(new)
Government-wide Fund
financia statements financia
(new) »o statements
(pages 15-20) (refocused)

(pages 21-48)

Notesto the financial statements
(changed and expanded)
(pages 49-94)

Required supplementary information
(other than MD&A)
(expanded)

(pages 95-101)

There are two government-wide financial statements. The Statement of Net Assets and the
Statement of Activities (starting on pages 15 and 17, respectively) provide information about the
activities of the County as awhole and present alonger-term view of the County’s finances. Fund
financial statements start on page 21. For governmental activities, these statements tell how these
services were financed in the short term as well as what remains for future spending. Fund financia
statements a so report the County’ s operations in more detail than the government-wide statements
by providing information about the County’s most significant funds. The remaining statements
provide financia information about activities for which the County acts solely as a trustee or agent
for the benefit of those outside of the government.
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Government-Wide Financial Statements--The Statement of Net Assets and the Statement of
Activities

Our analysis of the County as a whole begins on page 7. The Statement of Net Assets and the
Statement of Activities report information about the County as a whole and about its activitiesin a
way that helps the reader determine whether the County’s financial condition has improved or
declined as aresult of the year’'s activities. These statementsinclude all assets and liabilities using
the accrua basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year’s revenues and expenses are taken into account regardless of
when cash isreceived or paid.

These two statements report the County’s net assets and changes in them. You can think of the
County’s net assets--the difference between assets and liabilities--as one way to measure the
County’sfinancial health or financial position. Over time, increases or decreases in the County’s
net assets are one indicator of whether its financial health isimproving or deteriorating. You will
need to consider other nonfinancial factors, however, such as changes in the County’ s property tax
base and the condition of County roads, to assess the overall health of the County.

In the Statement of Net Assets and the Statement of Activities, we divide the County into three kinds
of activities:

< Governmental activities--Most of the County’s basic services are reported here, including
general government, public safety, highway and streets, human services, hedlth,
environmental services, culture and recreation, and conservation. Property taxes and state
and federal grants finance most of these activities.

< Business-type activities--The County charges afee to customersto help it cover all or most
of the cost of services it provides. The County’s solid waste landfill, nursing home,
congregate housing, and public health activities are reported here.

< Component units--The County includes four separate legal entitiesinitsreport. One of these
entities, the Regiona Railroad Authority, is blended in with other funds of the County. The
other three entities, the Housing and Redevel opment Authority, the Arealce Arena, and the
Lake Project Improvement District are presented in a separate column. Although legally
separate, these “component units’ are important because the County is financially
accountable for them.
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Fund Financial Statements

Our analysis of the County’s major funds begins on page 11. The fund financial statements begin
on page 21 and provide detailed information about the significant funds--not the County as a whole.
Some funds are required to be established by state law and by bond covenants. However, the County
Board establishes some funds to help it control and manage money for a particular purpose or to
show that it is meeting legal responsibilities for using certain taxes, grants, and other money. The
County’ s two kinds of funds--governmental and the proprietary--use different accounting methods.

< Governmental funds--Most of the County’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left at
year-end that are available for spending. These funds are reported using an accounting
method called modified accrua accounting. This method measures cash and all other
financial assets that can be readily converted to cash. The governmental fund statements
provide a detailed short-term view of the County’s general government operations and the
basic services it provides. Governmental fund information helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
County’s programs. We describe the relationship (or differences) between governmentd
activities (reported in the Statement of Net Assets and the Statement of Activities) and
governmental funds in a reconciliation in a statement following each governmental fund
financial statements.

< Proprietary funds--When the County charges customers for the servicesit provides--whether
to outside customers or to other units of the County--these services are generally reported in
proprietary funds. Proprietary funds are reported in the same way that al activities are
reported in the Statement of Net Assets and the Statement of Activities. Infact, the County’s
enterprise funds (a component of proprietary funds) are the same as the business-type
activities we report in the governmental-wide statements but provide more detail and
additional information, such as cash flows, for proprietary funds. We use internal service
funds (the other component of proprietary funds) to report activitiesthat provide suppliesand
services for the County’ s other programs and activities--such as the County’ s Self-Insurance
and Central Garage Funds.

Reporting the County’s Fiduciary Responsibilities

The County isthe trustee, or fiduciary, over assets which can only be used for the trust beneficiaries
based on the trust arrangement. All of the County’s fiduciary activities are reported in separate
Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets on pages 43 and 44. We
exclude these activities from the County’ s other financia statements because the County cannot use
these assets to finance its operations. The County is responsible for ensuring that the assets reported
in these funds are used for their intended purposes.
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The County AsaWhole

The County’ s combined net assets were increasing from $95,791,219 to $100,053,993. In contrast,
last year's net assets decreased by $1,100,000. Looking at the net assets and net expenses of
governmental and business-type activities separately, however, two different stories emerge. Our
anaysis below focuses on the net assets (Table 1) and changesin net assets (Table 2) of the County’ s
governmental and business-type activities.

Tablel
Net Assets
(in Millions)
Total
Governmental Business-Type Primary
Activities Activities Government
2002 2001 2002 2001 2002 2001

Assets

Current and other assets ~ $ 200 $ 192 % 82 % 75 % 282 $ 26.7
Capital assets 80.4 775 10.8 11.3 91.2 88.8
Total Assets $ 1004 $ 9%.7 $ 190 $ 188 $ 1194 $ 1155
Liabilities

Long-term debt

outstanding $ (13.7) $ (104) $ 14 $ 14 $ (15.1) $ (118
Other lighilities (3.7) (7.5) (0.5) (0.4) (4.2) (7.9)
Tota Liabilities $ (174) $ (17.9) $ (19 $ (18) $ (193) $  (19.7)
Net Assets

Invested in capital assets,

net of debt $ 712 % 678 $ 924 % 929 $ 806 $ o
Restricted 5.2 5.0 51 4.0 10.3 9.0
Unrestricted 6.6 6.0 2.6 3.1 9.2 9.1

Total Net Assets $ 830 $ 788 $ 171 3 170 $ 100.1 95.8

Net assets of the County governmental activitiesincreased by 5.3 percent ($83.0 compared to $78.8).
Unrestricted net assets--the part of net assets that can be used to finance day-to-day operations
without constraints established by debt covenants, enabling legidation, or other legal requirements--
changed from a $6.0 surplus at December 31, 2001, to $6.6 at the end of thisyear. The net assets
of our business-type activities remained relatively the same ($17.1 compared to $17.0).
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Table2
Changesin Net Assets

(in Millions)
Tota
Governmental Business-Type Primary
Activities Activities Government
2002 2001 2002 2001 2002 2001
Revenues
Program revenues
Fees, fines, charges,
and other $ 35 % 31 % 51 % 49 $ 86 $ 8.0
Operating grants and
contributions 54 4.6 0.9 15 6.3 6.1
Capital grants and
contributions 34 0.3 - - 34 0.3
General revenues
Property taxes 8.3 8.1 - - 8.3 8.1
Other taxes 0.2 0.2 - - 0.2 0.2
Grants and contributions 20 19 - - 2.0 19
Other general revenues 0.9 0.8 04 0.8 13 1.6
Total Revenues $ 237 $ 190 $ 64 $ 72 $ 301 $ 26.2
Program Expenses
General Government $ 37 $ 35 % - $ - 0% 37 $ 35
Public Safety 2.8 2.6 - - 2.8 2.6
Highway and Streets 4.6 4.7 - - 4.6 4.7
Human Services 55 5.6 - - 55 5.6
Health 13 11 - - 13 11
Sanitation 0.3 0.3 - - 0.3 0.3
Culture and Recreation 0.7 0.7 - - 0.7 0.7
Conservation 04 04 - - 04 04
Economic Development 0.1 0.1 - - 0.1 0.1
Interest 05 0.4 - - 0.5 0.4
Nursing Home - - 20 19 2.0 19
Nursing Service - - 0.7 0.8 0.7 0.8
Landfill - - 31 29 31 29
Congregate Housing - - 0.2 0.2 0.2 0.2
Total Program Expenses $ 199 $ 194 $ 6.0 $ 58 $ 259 $ 25.2
Excess (Deficiency) Before
Specia Items and
Transfers $ 38 % 04) % 04 $ 14 $ 42 $ 1.0
Special items - (0.5 - - - (0.5
Transfers 0.3 (0.4 (0.3) 04 - -
Increase (Decrease) in
Net Assets $ 41 $ (13 $ 01 $ 18 $ 42 $ 0.5
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The County’ s total revenues (excluding special items) increased by 14.8 percent ($3.9). Thetotal
cost of all programs and services was virtualy unchanged, but increased by $0.7, or less than
three percent with no new programs added thisyear. With thislow growth in expenses, the County
covered thisyear’s costs. Our analysis below separately considers the operations of governmental
and business-type activities.

Total County Revenues
(Percent of Total)

l:l Fees, fines, charges, and other l:l Operating grants and contributions
. Capital grants and contributions . Property taxes
l:l Other general revenues

Governmental Activities

Revenues for the County governmental activities increased by 24.7 percent ($4.7), while tota
expensesincreased just 2.6 percent ($0.5). This comparesto a$1.3 decreasein net assetsin the year
ended December 31, 2001.

The cost of al governmental activities this year was $19.9 compared to $19.4 last year. However,
as shown in the Statement of Activities on pages 17-20 , the amount that our taxpayers ultimately
financed for these activities through County taxes was only $8.5 because some of the cost was paid
by those who directly benefited from the programs ($3.5) or by other governments and organizations
that subsidized certain programs with grants and contributions ($8.8). Overal, the County’s
governmental program revenues, including intergovernmental aid and fees for services, increased
in 2002 from $8.0 to $12.3, principally based onincreasesin intergovernmental aid, primarily capita
grants. The County paid for the remaining “ public benefit” portion of governmental activities with
$11.4 in genera revenues, primarily taxes (some of which could only be used for certain programs)
and other revenues, such as interest and general entitlements.
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Table 3 presents the cost of each of the County’s five largest program functions, as well as each
function’s net cost (total cost, less revenues generated by the activities). The net cost shows the
financial burden that was placed on the County’ s taxpayers by each of these functions.

Table3
Governmental Activities

(in Millions)

Total Cost Net Cost

of Services of Services

2002 2001 2002 2001
Human services $ 55 % 5.6 $ 14 $ 2.2
Highways and streets 4.6 4.7 0.8 2.8
General government 3.7 35 2.6 2.9
Public safety 2.8 2.6 1.6 1.9
Health 1.3 11 0.6 0.5
All others 2.0 1.9 0.6 1.1
Totas $ 199 $ 19.4 $ 76 $ 114

Governmental Activities Expenses

6

5

4

3

2

1

0

2002 2001

l:l Human services l:l Highways and streets
. General government . Public safety
[ Hean I Auothers

The significant drop in the net cost of servicesis primarily due to capital grants received for highway
construction and environmental projects in 2002. In addition, an additional operating grant was
received for socia services programs.
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Business-Type Activities

Revenues of the County’s business-type activities (see Table 2) decreased by 11 percent ($6.4 in
2002 compared to $7.2 in 2001) and expensesincreased by three percent. The factors driving these
results include:

< The decrease in revenues primarily is due to a grant for $700,000 received for solid waste
operations in 2001, which was not received in 2002.

< Operations remain fairly stable in 2002 and, therefore, only the small change in expenses.
The County’s Funds

As the County completed the year, its governmental funds (as presented in the balance sheet on
pages 21-24) reported a combined fund balance of $15.9, which is above last year’ stotal of $10.9.
Included in this year’s total fund balance is a surplus of $2.2 in the County’s General Fund. The
Genera Fund's change in fund balance (an increase of $0.3 for 2002) represented only six percent
of thetotal increase ($5.0) in governmental fund balances. Most of the General Fund’sincreaseis
due to expenditure reductions in a number of departments. The largest increase in governmental
fund balances was in the Improvement Capital Projects Fund due to the issuance of debt ($3.9) for
the government center project and capital equipment purchases.

General Fund Budgetary Highlights

Over the course of the year, the County Board revised the County’s General Fund budget several
times. These budget amendments fall into three categories. new information changing origina
budget estimations, greater than anticipated revenues or costs, and final agreement reached on
employee contracts.

Even with these adjustments, the actual charges to appropriations (expenditures) were $3.0 below
the final budget amounts. The most significant positive variance ($2.0) occurred in the County’s
Administration Department, where the departmental restructuring plan was deferred, resulting in a
59 percent reduction in expected expenditures. Reasons for other significant variances of actual
expenditures from final budget include alower than anticipated cost for new purchasing software,
higher than anticipated overtime in the Sheriff’ s Department, and adelay in implementation of anew
land use program to be administered by the Soil and Water Conservation District.

On the other hand, resources available for appropriation were also dightly above the final budgeted

amount. Greater than expected collections for certain fees and investment earnings offset reductions
in anticipated miscellaneous revenues and state appropriations.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 2002, the County had $91.2 invested in a broad range of capital assets, including land,
buildings, highways and streets, and equipment (see Table 4 below). This amount represents a net
increase (including additions and deductions) of just under $2.4, or 2.7 percent, over last year.

Table4
Capital Assetsat Year-end
(Net of Depreciation, in Millions)

Governmental Business-Type
Activities Activities Totas
2002 2001 2002 2001 2002 2001

Land $ 09 $ 09 $ 02 $ 01 $ 11 8 1.0
Construction in progress 14 1.7 - - 14 1.7
Buildings and improvements 20.7 135 51 53 25.8 18.8
Machinery, vehicles,
furniture, and equipment 7.4 6.9 4.7 51 121 12.0
Landfill - - 0.8 0.8 0.8 0.8
Infrastructure 50.0 485 - - 50.0 48.5

Totals $ 804 $ 775 $ 108 $ 113 $ 912 $ 88.8
Thisyear’s major additions included (in millions):
< Substantial completion of anew jail facility resulted in atransfer of $6.5 to buildings from

construction in progress.

< County Highway 27 improvement project was completed and represented a $2.3 increase in
infrastructure.

< A $1.2 addition to the Human Services Center was completed.

The County’ s fiscal year 2003 capital budget callsfor it to spend another $6.7 for capital projects,
principaly for the initiation or completion of its government center project, sanitary sewer
construction, landfill expansion, and the Highway 14 bridge project. The County has plans to issue
additional debt to finance the landfill project. For the other projects, we will use bond proceeds from
debt issued this year and resources on hand in the County’ s Road and Bridge and Capital Projects
Funds. More detailed information about the County’s capital assetsis presented in Note 3.A.3. to
the financia statements.
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Debt

At year-end, the County had $14.9 in bonds and notes outstanding versus $11.7 last year--an increase
of 27 percent--as shown in Table 5.

Table5
Outstanding Debt, at Year-end
(in Millions)

Governmental Business-Type
Activities Activities Totals
2002 2001 2002 2001 2002 2001

General obligation

bonds and notes (backed

by the County) $ 129 % 96 $ 14 $ 14 $ 143 $ 11.0
Special assessment

bonds with government

commitment 0.6 0.7 - - 0.6 0.7
Totals $ 135 $ 103 $ 14 $ 14 $ 149 $ 11.7

New debt resulted mainly from issuing general obligation bonds ($3.4) for one new project--the
government center project. Minnesota County also issued $0.5 general obligation equipment notes
to purchase new equipment.

The County’s general obligation bond rating continues to carry the third highest rating possible, a
rating that has been assigned by national rating agenciesto the County’s debt since 1996. The state
limits the amount of net debt that the counties can issue to two percent of the market value of all
taxable property in the County. The County’s outstanding net debt is significantly below this
$57.2 state-imposed limit.

The County does not purchase commercial insurance for employee health and dental coverage and
has claims and judgments of $0.1 outstanding at year-end compared with $0.2 last year. Other
obligations include accrued vacation pay and sick leave payable. More detailed information about
the County’ slong-term liabilitiesis presented in Note 3.C. to the financial statements.

ECONOMIC FACTORSAND NEXT YEAR'SBUDGETSAND RATES

The County’ s elected and appointed officials considered many factors when setting the fiscal-year
2003 budget, tax rates, and fees that will be charged for the business-type activities.

< The State of Minnesota has projected a significant budget deficit and it is anticipated that

there will be significant reductions in state aids to local governments. The County believes
thiswill result in an amendment to the 2003 budget.
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< Anincreasein the unemployment rate in Minnesota County from 3.1 percent to 3.5 percent
in 2002 could impact the level of services requested by County residents.

< County General Fund expenditures for 2003 are budgeted to increase eight percent over
2002.
< The new jail expected to result in ten percent increase in fees received for boarding of

prisoners from other jurisdictions.
< Property taxes levies have increased 4.5 percent for 2003.

< A reduction in reimbursement rates for the Nursing Home is estimated to result in the need
for a$0.1 operating subsidy from the General Fund.

CONTACTING THE COUNTY’SFINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with agenera overview of the County’ s finances and to show the County’ s accountability
for the money it receives. If you have questions about this report or need additional financia
information, contact the County’s Auditor/Treasurer, Ole Johnson, Minnesota County Courthouse,
100 Main Street, Any City, Minnesota 55555.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 1
(Continued)
STATEMENT OF NET ASSETS
DECEMBER 31, 2002
Discretely
Primary Gover nment Presented
Governmental Business-Type Component
Activities Activities Total Units
Assets
Cash and pooled investments $ 15,836,830 $ 2,399,277 $ 18,236,107 $ 379,796
Investments 617,730 271,285 889,015 -
Receivables - net 2,992,733 506,555 3,499,288 98,843
Internal balances 311,995 (311,995) - -
Due from primary government - - - 69,994
Inventories 182,562 19,760 202,322 -
Prepaid items 37,800 81,307 119,107 2,941
Restricted assets
Cash and pooled investments - 194,034 194,034 -
Investments - 4,917,076 4,917,076 -
Accrued interest receivable - 48,395 48,395 -
Deferred charges 28,130 - 28,130 -
Capital assets
Non-depreciable capital assets 2,300,625 239,067 2,539,692 70,500
Depreciable capital assets - net of accumulated
depreciation 78,091,909 10,590,922 88,682,831 1,497,031
Total Assets $ 100,400,314 $ 18,955,683 $ 119,355,997 $ 2,119,105
Liabilities
Accounts payable and other current liabilities $ 1,960,842 $ 192,414 % 2153256 $ 133,053
Accrued interest payable 75,102 - 75,102 4,848
Due to component unit 69,994 - 69,994 -
Unearned revenue 110,150 7,866 118,016 19,808
Customer deposits - - - 3,625
Payable from restricted assets
Rent deposits - 9,081 9,081 -
Long-term liabilities
Due within one year 1,073,364 107,514 1,180,878 64,580
Due within more than one year 14,142,818 1,552,859 15,695,677 576,412
Total Liabilities $ 17432270 $ 1,869,734 $ 19,302,004 $ 802,326

The notes to the financial statements are an integral part of this statement. Page 15



MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 1
(Continued)
STATEMENT OF NET ASSETS
DECEMBER 31, 2002
Discretely
Primary Gover nment Presented
Governmental Business-Type Component
Activities Activities Total Units
Net Assets
Invested in capital assets net of related debt $ 71,182,601 $ 9,447,114 80,629,715 $ 1,154,973
Restricted for
Highways and streets 235,105 - 235,105 -
Sanitation 1,593,996 - 1,593,996 -
Human services 56,204 - 56,204 -
Capital projects 946,100 1,123,027 2,069,127 -
Debt service 1,331,468 160,686 1,492,154 -
Equipment replacement - 2,914,473 2,914,473 -
Postclosure - 829,501 829,501 -
Other purposes 1,032,422 83,092 1,115,514 -
Unrestricted 6,590,148 2,528,056 9,118,204 161,806
Total Net Assets $ 82,968,044 $ 17,085,949 100,053,993 $ 1,316,779

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2002

Program Revenues

Operating
Fees, Charges, Grantsand
Expenses Fines, and Other Contributions
Functions/Programs
Primary Gover nment
Governmental activities

Genera government $ 3,684,690 $ 785,090 $ 195,079
Public safety 2,797,746 822,564 365,645
Highways and streets 4,625,755 76,312 1,505,619

Sanitation 266,259 7,411 -
Human services 5,512,525 1,139,713 3,000,967
Health 1,303,625 532,209 162,569
Culture and recreation 682,406 46,771 120,117
Conservation of natural resources 455,578 41,197 90,723

Economic development 51,250 - -

Interest 523,806 - -
Total governmental activities $ 19,903,640 $ 3,451,267 $ 5,440,719

Business-type activities

Nursing home $ 2,035,522 $ 2,104,058 $ -
Nursing services 717,001 16,915 718,456
Solid waste 3,052,290 2,804,595 210,527

Congregate housing 251,021 214,698 -
Total business-type activities $ 6,055,834 $ 5,140,266 $ 928,983
Total Primary Government $ 25,959,474 $ 8,591,533 $ 6,369,702

Component Units

Housing and Redevel opment Authority $ 365,728 $ 59,906 $ 218,333
Arealce Arena 255,367 184,196 63,725

Lake Project Improvement District 76,993 - -
Total Component Units $ 698,088 $ 244,102 $ 282,058

The notes to the financial statements are an integral part of this statement. Page 17



EXHIBIT 2

(Continued)
Net (Expense) Revenue and Changesin Net Assets
Discretely
Capital Primary Gover nment Presented
Grantsand Governmental Business-Type Component
Contributions Activities Activities Total Units
24,000 (2,680,521) - (2,680,521)
- (1,609,537) - (1,609,537)
2,243,724 (800,100) - (800,100)
1,137,348 878,500 - 878,500
- (1,371,845) - (1,371,845)
- (608,847) - (608,847)
- (515,518) - (515,518)
48,369 (275,289) - (275,289)
- (51,250) - (51,250)
- (523,806) - (523,806)
3,453,441 (7,558,213) - (7,558,213)
2,200 - 70,736 70,736
- - 18,370 18,370
- - (37,168) (37,168)
- - (36,323) (36,323)
2,200 - 15,615 15,615
3,455,641 (7,558,213) 15,615 (7,542,598)
- (87,489)
. (7,446)
29,612 (47,381)
29,612 (142,316)

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2002

Program Revenues

Operating
Fees, Charges, Grantsand
Expenses Fines, and Other Contributions

General Revenues
Property taxes
Gravel taxes
Mortgage registry and deed tax
Local salestax
Paymentsin lieu of tax
Grants and contributions not restricted to specific
programs
Unrestricted investment earnings
Miscellaneous
Loss on sale of capital assets
Transfers
Payments to component units

Total general revenues, transfers, and
other items

Changein net assets
Net Assets - Beginning

Net Assets - Ending

The notes to the financial statements are an integral part of this statement. Page 19



EXHIBIT 2

(Continued)
Net (Expense) Revenue and Changesin Net Assets
Discretely
Capital Primary Gover nment Presented
Grantsand Governmental Business-Type Component
Contributions Activities Activities Total Units
8,347,095 $ - $ 8,347,095 -
160,884 - 160,884 -
26,993 - 26,993 -
- - - 75,202
135,141 - 135,141 -
2,049,657 4,826 2,054,483 -
640,263 414,577 1,054,840 2,570
92,788 600 93,388 7,841
(7,452) - (7,452) -
310,958 (310,958) - -
(60,000) - (60,000) 60,000
11,696,327 $ 109,045 $ 11,805,372 145,613
4,138,114 $ 124,660 $ 4,262,774 3,297
78,829,930 16,961,289 95,791,219 1,313,482
82,968,044 $ 17,085,949 $ 100,053,993 1,316,779
The notes to the financial statements are an integral part of this statement. Page 20



Assets

Cash and pooled investments
Petty cash and change funds
Undistributed cash in agency funds
Departmental cash
Cash with escrow agent
Investments
Taxes receivable
Current
Prior
Specia assessments receivable
Current
Prior
Noncurrent
Accounts receivable
Accrued interest receivable
Due from other funds
Due from other governments
Inventories
Advances to other funds

Total Assets

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2002

Road and
General Bridge

$ 1,728,922 4,465,796
3,480 20
83,917 125,797

14,535 -
15,507 37,585
101,518 29,852
63,995 1,676

437,890 -
67,510 63,229
173,009 389,732
- 159,462

124,838 -
$ 2,815,121 5,273,149

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 3

(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds
557,835 180 $ 3,763,785 3,951,814 14,468,332
100 - - 100 3,700
23,037 821 - 15,416 248,988
- - - - 14,535
- - - 202,844 202,844
- - - 600,530 600,530
29,319 - - 14,111 96,522
20,256 - - 6,189 157,815
- 600 - 2,942 3,542
- 29 - 3,536 3,565
- 733,926 - 341,104 1,075,030
68,597 - - 62,407 196,675
- - - 5,913 443,803
- - 317,289 66,123 514,151
196,845 - - 249,795 1,009,381
- - - - 159,462
- - - 60,712 185,550
895,989 735,556 $ 4,081,074 5,583,536 19,384,425
The notes to the financial statements are an integral part of this statement. Page 22



MINNESOTA COUNTY
ANY CITY, MINNESOTA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2002

Road and
General Bridge
Liabilities and Fund Balances
Liabilities
Accounts payable $ 106,920 $ 50,312
Salaries payable 156,868 44,929
Contracts payable 52,491 345,126
Due to other funds 28,722 35,800
Due to other governments 22,634 5,214
Due to component units 69,994 -
Deferred revenue - unavailable 117,025 67,437
Deferred revenue - unearned - -
Advance from other funds - -
Total Liabilities $ 554,654 $ 548,818
Fund Balances
Reserved for
Encumbrances $ 9,387 $ 188,171
Inventories - 159,462
Advances to other funds 124,838 -
Sheriff's contingency 2,000 -
Enhanced 911 45,928 -
Victim assistance - -
Conservation - -
Gravel pit closure - -
Endowments - -
Unreserved
Designated for future expenditures 1,647,874 3,806,152
Designated for petty cash funds 3,480 20
Designated for compensated absences 87,096 -
Undesignated 339,864 570,526
Unreserved, reported in nonmajor
Special revenue funds - -
Debt service funds - -
Capital projects funds - -
Permanent funds - -
Total Fund Balances $ 2,260,467 $ 4,724,331
Total Liabilitiesand Fund Balances $ 2,815,121 $ 5,273,149

The notes to the financial statements are an integral part of this statement. Page 23



EXHIBIT 3

(Continued)

Other Total
Human Governmental Governmental

Services Ditch Improvement Funds Funds

$ 238,777 $ 4,223 $ 1,116 $ 40,402 $ 441,750

71,967 - - 8,209 281,973

- - 273,928 79,558 751,103

5,887 - - 176,885 247,294

21,985 1,018 - 62,772 113,623

- - - - 69,994

49,575 734,555 - 366,340 1,334,932

50,994 - - 59,156 110,150

- 93,238 - 60,712 153,950

$ 439,185 $ 833,034 $ 275,044 $ 854,034 $ 3,504,769

$ - $ - $ 518,559 $ 35,000 $ 751,117

- - - - 159,462

- - - - 124,838

- - - - 2,000

- - - - 45,928

- - - 8,979 8,979

- - - 7,355 7,355

- - - 254,914 254,914

- - - 110,561 110,561

242,208 - - - 5,696,234

100 - - - 3,600

- - - - 87,096

214,496 (97,478) 3,287,471 - 4,314,879

- - - 1,925,303 1,925,303

- - - 1,380,001 1,380,001

- - - 946,100 946,100

- - - 61,289 61,289

$ 456,804 $ (97,478) $ 3,806,030 $ 4,729,502 $ 15,879,656

$ 895,989 $ 735,556 $ 4,081,074 $ 5,583,536 $ 19,384,425

The notes to the financial statements are an integral part of this statement. Page 24
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 4

RECONCILIATION OF GOVERNMENTAL FUNDSBALANCE SHEET TO
THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS-GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2002

Fund Balances - Total Governmental Funds (Exhibit 3)

$ 15,879,656
Amounts reported for governmental activities in the statement of net assets are
different because:
Capital assets, net of accumulated depreciation, used in governmental activities are
not financial resources and, therefore, are not reported in the governmental funds.

80,392,534
Other long-term assets are not available to pay for current-period expenditures
and, therefore, are deferred in the governmental funds.

1,334,932
Internal service funds are used by management to charge the costs of management
of fleet maintenance and self-insurance to individual funds.
The assets and liabilities that are included in governmental activitiesin the
statement of net assets are:
Total internal services net assets $ 2,799,510
Net assets representing capital assets included above (2,313,300) 486,210
Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported in the governmental funds.
General obligation bonds $ (12,389,875)
Specia assessment bonds (640,000)
Notes payable (529,677)
Capital leases (124,541)
Loans payable (50,000)
Compensated absences (1,344,223)
Accrued interest payable (75,102)
Deferred debt issuance charges 28,130 (15,125,288)
Net Assets of Governmental Activities (Exhibit 1) $ 82,968,044

The notes to the financial statements are an integral part of this statement. Page 25



STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

MINNESOTA COUNTY
ANY CITY, MINNESOTA

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Road and
General Bridge
Revenues
Taxes § 3,698,719 2,107,561
Special assessments - -
Licenses and permits 74,700 -
Intergovernmental 1,411,282 4,353,587
Chargesfor services 1,646,062 74,852
Fines and forfeits 174,160 -
Giftsand contributions 9,823 -
Interest on investments 564,845 -
Miscellaneous 341,568 1,460
Total Revenues $ 7,921,159 6,537,460
Expenditures
Current
General government $ 3,057,077 -
Public safety 2,411,235 -
Highways and streets - 6,304,420
Sanitation - -
Human services - -
Health 1,206,334 -
Culture and recreation 490,079 -
Conservation 329,679 -
Economic development 1,000 -
Capital outlay - -
Debt service
Principal retirement 37,575 269,184
Interest 6,206 5,749
Bond issuance costs - -
Total Expenditures $ 7,539,185 6,579,353
Excess of Revenues Over (Under) Expenditures $ 381,974 (41,893)

The notes to the financial statements are an integral part of this statement.
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EXHIBIT5

(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds
1,518,490 - - 1,160,330 8,485,100
- 111,201 - 231,754 342,955
- - - 33,966 108,666
3,662,148 - - 1,479,412 10,906,429
209,416 - - 17,507 1,947,837
- - - 5,000 179,160
- - - 18,749 28,572
- - 13,330 81,556 659,731
311,427 - - 653,937 1,308,392
5,701,481 111,201 13,330 3,682,211 23,966,842
- - - 9,927 3,067,004
R - - 61,339 2472574
- - - - 6,304,420
- - - 266,259 266,259
5,486,985 - - - 5,486,985
- - - 123,028 1,329,362
- - - 211,356 701,435
- 46,399 - 99,792 475,870
- - - 50,250 51,250
- - 367,966 1,526,937 1,894,903
- 35,000 - 280,000 621,759
- 55113 - 421,184 488,252
- - 30,005 - 30,005
5,486,985 136,512 397,971 3,050,072 23,190,078
214,496 (25,311) (384,641) 632,139 776,764
The notes to the financial statements are an integral part of this statement. Page 27



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2002

Other Financing Sour ces (Uses)
Transfersin
Transfers out
Bonds and notes issued
Loansissued
Transfer to component unit
Proceeds from sale of capital assets
Discount on bond issuance
Compensation for loss of capital assets
Proceeds from capital lease

Total Other Financing Sour ces (Uses)

Net Changein Fund Balances

Fund Balance - January 1
Increase (decrease) in reserved for inventories

Fund Balance - December 31

Road and
General Bridge

$ 50,000 $ -

(103,298) -
13467 4,209
- 5,572
- 49,407
$ (39,831) $ 59,188
$ 342,143 $ 17,295
1,918,324 4,706,346
- 690
$ 2,260,467 $ 4,724,331

Page 28
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EXHIBIT5

(Continued)
Other Total
Human Governmental Governmental
Services Ditch Improvement Funds Funds
150,000 - $ 317,289 401,664 918,953
(150,000) - - (399,897) (653,195)
- - 3,900,000 - 3,900,000
- - - 50,000 50,000
- - - (60,000) (60,000)
- - - - 17,676
- - (26,618) - (26,618)
- - - - 5,572
- - - - 49,407
- - $ 4,190,671 (8,233) 4,201,795
214,496 (25,311) $ 3,806,030 623,906 4,978,559
242,308 (72,167) - 4,105,596 10,900,407
- - - - 690
456,804 (97,478) $ 3,806,030 4,729,502 15,879,656
The notes to the financial statements are an integral part of this statement. Page 29
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 6

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGESIN FUND BALANCES OF GOVERNMENTAL FUNDSTO THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES-GOVERNMENTAL ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2002

Net Change in Fund Balances - Total Governmental Funds (Exhibit 5)

$ 4,979,249
Amounts reported for governmental activitiesin the statement of activities

are different because:

Governmental funds report capital outlay as expenditures. However, in

the statement of activities, the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense.

Expenditures for general capital assets, infrastructure, and other
related capital assets adjustment

$ 6,670,132
Current year depreciation

(3,913,376) 2,756,756
In the statement of activities, only the gain or loss on the disposal of capital
assests are reported whereas, in the governmental funds, the proceeds
from the disposal increase financial resources. Therefore, the change

in net assets differs from the change in fund balance by the cost of the
capital assets disposed of.

(30,700)
The fair value of capital asset donations are reported as revenuesin the
statement of activity, but are not reported in governmental funds.

20,000
Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.

(194,894)
Bond proceeds provide current financial resources to governmental funds,

but issuing debt increases long-term liabilities in the statement of net assets.
The net proceeds for debt issuance are:

(3,942,784)
Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets.

Principal repayments

General obligation bonds $ 535,000
Special assessment bonds 35,000
Capital lease

51,759 621,759
Some expenses reported in the statement of activities do not require the

use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

Change in accrued interest payable $ (32,509)
Amortization of discounts and deferred issuance charges (3,045)
Change in compensated absences

(86,995)
Internal service funds are used by management to charge the costs of certain

activities to individual funds. The net expense of certain activities of the
interna service fundsis reported with governmental activities.

(122,549)

Transfer

$ 45,200
Governmental activities' share of net income before transfers

6,077 51,277
Change in Net Assets of Governmental Activities (Exhibit 2)

§ 4138114

The notes to the financial statements are an integral part of this statement.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2002

Nursing Solid
Home Waste
Assets
Current assets
Cash and pooled investments $ 585,622 1,551,727
Undistributed cash in agency funds - 35,810
Petty cash and change funds 100 300
Investments 35,000 236,285
Specia assessments
Prior - 34,454
Accounts receivable (net) 183,051 167,200
Accrued interest receivable 315 7,232
Due from other funds - -
Due from other governments - 29,895
Inventories 19,019 -
Prepaid items 3,241 78,066
Total current assets $ 826,348 2,140,969
Restricted assets
Cash and pooled investments $ 24,267 -
Investments 12,000 4,905,076
Accrued interest receivable - 48,395
Total restricted assets $ 36,267 4,953,471
Noncurrent assets
Advance to other funds $ 46,764 -
Capital assets
Nondepreciable 16,175 222,892
Depreciable (net) 535,265 8,829,515
Total noncurrent assets $ 598,204 9,052,407
Total Assets $ 1,460,819 16,146,847
The notes to the financial statements are an integral part of this statement. Page 31



EXHIBIT 7

(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds
33,740 191,928 2,363,017 898,431
- - 35,810 -
50 - 450 -
- - 271,285 17,200
- - 34,454 -
- - 350,251 -
- - 7,547 2,200
5,457 - 5,457 63,700
- 84,408 114,303 4,200
741 - 19,760 23,100
- - 81,307 37,800
39,988 276,336 3,283,641 1,046,631
169,767 - 194,034 -
- - 4,917,076 -
- - 48,395 -
169,767 - 5,159,505 -
- - 46,764 -
- - 239,067 -
1,214,953 11,189 10,590,922 2,313,300
1,214,953 11,189 10,876,753 2,313,300
1,424,708 287,525 19,319,899 3,359,931
The notes to the financial statements are an integral part of this statement. Page 32



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2002

Nursing Solid
Home Waste
Liabilities
Current liabilities
Accounts payable $ 28,315 99,661
Salaries payable - 884
Compensated absences payable - current 7,248 62,860
Due to other funds - 317,289
Due to other governments - 944
Deferred revenue - -
General obligation bonds payable - current - -
Total current liabilities $ 35,563 481,638
Current liabilities payable from restricted assets
Rent deposits $ - -
Noncurrent liabilities
Compensated absences payable - long-term $ 54,456 43,627
Advance from other funds - -
Claims and judgments payable - long-term - -
Estimated liability for landfill closure/postclosure - 96,667
General obligation bonds payable - long-term - -
Total noncurrent liabilities $ 54,456 140,294
Total Liabilities $ 90,019 621,932
Net Assets
Invested in capital assets net of related debt $ 551,440 9,052,407
Restricted for
Postclosure - 829,501
Equipment replacement - 2,914,473
Debt service - -
Other purposes 26,070 -
Capital projects 10,197 1,112,830
Unrestricted 783,093 1,615,704
Total Net Assets $ 1,370,800 15,524,915

Some amounts reported for business-type activities in the Statement of Net Assets (Exhibit 1) are different because
certain internal service fund assets and liabilities are included with business-type activities.

The notes to the financial statements are an integral part of this statement. Page 33



EXHIBIT 7

(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds

2,921 50,706 181,603 372,393

- 7,801 8,685 -
99 12,307 82,514 2,000
25 - 317,314 18,700

1,182 - 2,126 -

- 7,866 7,866 -

25,000 - 25,000 -
29,227 78,680 625,108 393,093

9,081 - 9,081 -
234 - 98,317 3,100
46,764 - 46,764 31,600
- - - 132,766

- - 96,667 -

1,357,875 - 1,357,875 -
1,404,873 - 1,599,623 167,466
1,443,181 78,680 2,233,812 560,559
(167,922) 11,189 9,447,114 2,313,300

- - 829,501 -

- - 2,914,473 -

160,686 - 160,686 -

- 57,022 83,092 -

- - 1,123,027 -
(11,237) 140,634 2,528,194 486,072
(18,473) 208,845 17,086,087 2,799,372

(138)
17,085,949
The notes to the financial statements are an integral part of this statement. Page 34



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Nursing Solid
Home Waste
Operating Revenues
Charges for services $ 2,056,316 1,930,461
Meals 36,565 -
Rents - -
Laundry - -
Miscellaneous 11,177 -
Total Operating Revenues $ 2,104,058 1,930,461
Operating Expenses
Personal services $ 1,258,275 764,555
Employee benefits and payrol| taxes 140,478 156,321
Professional services - 330,657
Claims paid - -
Administration and fiscal services - -
Other services and charges 518,908 950,024
Supplies 47,902 81,339
Distributions to subgrantees - -
Depreciation 69,878 765,139
Landfill closure and postclosure costs - 4,198
Total Operating Expenses $ 2,035,441 3,052,233
Operating Income (L 0ss) $ 68,617 (1,121,772)
Nonoper ating Revenues (Expenses)
Specia assessments $ - 874,134
Intergovernmental - 214,398
Interest income 1,925 399,707
Interest on intergovernmental transfers 7,488 -
Gifts and contributions 2,200 -
Gain on sale/disposal of capital assets - 600
Interest expense - -
Total Nonoperating Revenues (Expenses) $ 11,613 1,488,839

The notes to the financial statements are an integral part of this statement.
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EXHIBIT 8

(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds
- - 3,986,777 $ 2,934,602
37,582 - 74,147 -
175,080 - 175,080 -
1,358 - 1,358 -
678 16,915 28,770 -
214,698 16,915 4,266,132 $ 2,934,602
27,393 200,919 2,251,142 $ -
- - 296,799 -
44,191 41,227 416,075 -
- - - 1,672,163
- - - 70,600
38,557 82,445 1,589,934 772,900
3,631 17,947 150,819 -
- 372,426 372,426 -
50,729 2,037 887,783 419,300
- - 4,198 -
164,501 717,001 5,969,176 $ 2,934,963
50,197 (700,086) (1,703,044) $ (361)
- - 874,134 $ -
- 719,411 933,809 -
5,457 - 407,089 6,300
- - 7,488 -
- - 2,200 -
- - 600 -
(86,520) - (86,520) -
(81,063) 719,411 2,138,800 $ 6,300
The notes to the financial statements are an integral part of this statement. Page 36



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Nursing Solid
Home Waste
Income (L oss) Before Contributions and Transfers $ 80,230 367,067
Transfersin - -
Transfers out (48,930) (317,289)
Changein Net Assets $ 31,300 49,778
Net Assets - January 1 1,339,500 15,475,137
Net Assets - December 31 $ 1,370,800 15,524,915
Some amounts reported for business-type activities in the Statement of Activities (Exhibit 2) are different because the
net revenue (expense) of the Self-Insurance Internal Service Fund is reported with business-type activities.
Changein Net Assets of Business-Type Activities
The notes to the financial statements are an integral part of this statement. Page 37



EXHIBIT 8

(Continued)
Enterprise Funds Internal
Congregate Nonmajor Service
Housing Nursing Service Totals Funds
(30,866) 19,325 435,756 5,939
55,261 - 55,261 2,205,500
- - (366,219) -
24,395 19,325 124,798 2,211,439
(42,868) 189,520 587,933
(18,473) 208,845 2,799,372
(138)
124,660
The notes to the financial statements are an integral part of this statement. Page 38



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Increase (Decrease) in Cash and Cash Equivalents

Nursing Solid
Home Waste
Cash Flows from Operating Activities
Receipts from customers and users 2,098,393 1,906,796
Receipts from interna services provided - -
Payments to suppliers (471,594) (1,381,736)
Payments to employees (1,492,637) (910,743)
Payments to subrecipients - -
Net cash provided by (used in) operating activities 134,162 (385,683)
Cash Flows from Noncapital Financing Activities
Advance from other funds - -
Special assessments - 905,312
Intergovernmental - 184,503
Rent deposits - -
Contributions 2,200 -
Transfersin - -
Transfers out (48,930) -

Net cash provided by (used in) noncapital financing

activities (46,730) 1,089,815
Cash Flows from Capital and Related Financing Activities

Capital contributions - -
Principal paid on long-term debt - -
Interest paid on long-term debt - -
Proceeds from the sale of capital assets - 600
Purchases of capital assets (48,040) (371,233)

Net cash provided by (used in) capital and related

financing activities (48,040) (370,633)
Cash Flows from Investing Activities

Proceeds from sales and maturities of investments - -
Purchase of investments (12,000) (23,396)
Investment earnings received 1,955 391,275
Interest on intergovernmental transfers 7,488 -

Net cash provided by (used in) investing activities (2,557) 367,879
Net Increase (Decrease) in Cash and Cash Equivalents 36,835 701,378
Cash and Cash Equivalentsat January 1 573,154 886,459
Cash and Cash Equivalents at December 31 609,989 1,587,837

The notes to the financial statements are an integral part of this statement. Page 39



EXHIBIT 9

(Continued)
Enter prise Funds
Congregate Nonmajor Internal
Housing Nursing Service Totals Service Funds
215,723 16,915 4,237,827 124,000
- - - 3,007,326
(85,460) (131,912) (2,070,702) (2,452,155)
(27,440) (199,015) (2,629,835) (60,000)
- (372,426) (372,426) -
102,823 (686,438) (835,136) 619,171
- - - 40,000
- - 905,312 -
- 694,121 878,624 -
918 - 918 -
- - 2,200 -
60,034 - 60,034 -
- - (48,930) -
60,952 694,121 1,798,158 40,000
- - - 45,200
(25,000) - (25,000) -
(86,035) - (86,035) -
- - 600 -
- (5,772) (425,045) (572,300)
(111,035) (5,772) (535,480) (527,100)
- - - 31,100
) } (35,396) (48,300)
- - 393,230 4,100
- - 7,488 -
- - 365,322 (13,100)
52,740 1,911 792,864 118,971
150,817 190,017 1,800,447 779,460
203,557 191,928 2,593,311 898,431
The notes to the financial statements are an integral part of this statement. Page 40



MINNESOTA COUNTY
ANY CITY, MINNESOTA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Increase (Decrease) in Cash and Cash Equivalents

Nursing Solid
Home Waste
Cash and Cash Equivalents - Exhibit 5
Cash and pooled investments $ 585,622 $ 1,551,727
Undistributed cash in agency funds - 35,810
Petty cash and change funds 100 300
Restricted cash and pooled investments 24,267 -
Total Cash and Cash Equivalents $ 609,989 $ 1,587,837
Reconciliation of Operating Incometo Net Cash
Provided by (Used in) Operating Activities
Operating income $ 68,617 $ (1,121,772)
Adjustments to reconcile operating income to net cash
provided by (used in) operating activities
Depreciation expense $ 69,878 $ 765,139
(Increase) decrease in accounts receivable (5,665) (23,665)
(Increase) decrease in due from other governments - -
(Increase) decrease in due from other funds - -
(Increase) decrease in inventories 5,932 -
(Increase) decrease in prepaid items (1,678) (37,083)
Increase (decrease) in accounts payable 1,356 18,760
Increase (decrease) in saaries payable - 884
Increase (decrease) in compensated absences payable (4,278) 9,249
Increase (decrease) in due to other funds - -
Increase (decrease) in due to other governments - (1,393)
Increase (decrease) in claims payable - -
Increase (decrease) in landfill closure costs - 4,198
Total adjustments $ 65,545 $ 736,089
Net Cash Provided by (Used in) Operating Activities $ 134,162 $ (385,683)
Noncash I nvesting, Capital, and Financing Activities
Contributions of capital assets from government $ - $ -
Capital asset trade-ins - -
Change in fair value of long-term investments - 65,193

The notes to the financial statements are an integral part of this statement. Page 41



EXHIBIT 9

(Continued)
Enter prise Funds
Congregate Nonmajor Internal
Housing Nursing Service Totals Service Funds
33,740 191,928 2,363,017 898,431
- - 35,810 -
50 - 450 -
169,767 - 194,034 -
203,557 191,928 2,593,311 898,431
50,197 (700,086) (1,703,044) (361)
50,729 2,037 887,783 419,300
1,025 - (28,305) -
- - - (4,200)
- - - (63,700)
301 - 6,233 (23,100)
- - (38,761) (37,800)
(124) 9,707 29,699 372,393
- 1,692 2,576 -
(47) 212 5,136 5,100
(3 - (3) 10,300
745 - (648) -
- - - (58,761)
R - 4,198 -
52,626 13,648 867,908 619,532
102,823 (686,438) (835,136) 619,171
- - - 2,160,300
- - - 48,100
- - 65,193 -
The notes to the financial statements are an integral part of this statement. Page 42



MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 10
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2002
Investment Private-Purpose
Trust Trust Agency
Assets
Cash and cash equivalents $ 366,340 $ 17,258 % 2,752,626
Investments
Short-term investments - 61,850 -
Recelvables
Accounts - - 7,885
Interest 918 883 -
Due from other governments - - 274,790
Total Assets $ 367,258 $ 79,991 $ 3,035,301
Liabilities
Accounts payable $ 103 % 3667 $ 12,664
Due to other governments - - 3,022,637
Total Liabilities $ 103 % 3,667 $ 3,035,301
Net Assets
Net assets, held in trust for pool participants $ 367,155 $ -
Net assets, held in trust for other purposes - 9,237
Total Net Assets $ 367,155 $ 76,324

The notes to the financial statements are an integral part of this statement. Page 43



MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 11
STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2002
Investment Private-Purpose
Trust Trust Total
Additions

Trust deposits $ - 2,900 2,900
Contributions from participants 278,185 - 278,185

Investment earnings
Interest 12,183 3,706 15,889
Net increase (decrease) in fair value of investments (3,500) 1,500 (2,000)
Total Additions $ 286,868 8,106 294,974

Deductions

Payments in accordance with trust agreements $ - 3,629 3,629
Distributions to participants 219,043 - 219,043
Payments to heirs - 7,163 7,163
Total Deductions $ 219,043 10,792 229,835
Changein Net Assets $ 67,825 (2,686) 65,139
Net Assets - Beginning of the Year 299,330 79,010 378,340
Net Assets- End of the Year $ 367,155 76,324 443,479

The notes to the financial statements are an integral part of this statement.
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Current assets
Cash and pooled investments
Undistributed cash in County agency funds
Accounts receivable (net)
Rent receivable
Due from other governments
Due from primary government
Prepaid items

Total current assets
Noncurrent assets
Capital assets
Nondepreciable
Depreciable (net)
Total noncurrent assets

Total Assets

MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 12
(Continued)
COMBINING STATEMENT OF NET ASSETS
DISCRETELY PRESENTED COMPONENT UNITS
DECEMBER 31, 2002
Housing and Lake Project
Redevelopment Arealce Improvement
Authority Arena District Total
262,853 41,741 - 304,594
75,202 - - 75,202
- 25,531 - 25,531
3,444 - - 3,444
315 69,553 - 69,868
- 69,994 - 69,994
2,941 - - 2,941
344,755 206,819 - 551,574
70,500 - - 70,500
533,016 941,015 23,000 1,497,031
603,516 941,015 23,000 1,567,531
948,271 1,147,834 23,000 2,119,105
Page 45
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

EXHIBIT 12
(Continued)
COMBINING STATEMENT OF NET ASSETS
DISCRETELY PRESENTED COMPONENT UNITS
DECEMBER 31, 2002
Housing and Lake Project
Redevelopment Arealce Improvement
Authority Arena District Total
Liabilities
Current liabilities

Cash overdraft $ - $ - $ 49,382 49,382
Accounts payable 4,518 4,287 20,999 29,804
Salaries payable - 4,302 - 4,302
Due to other governments 49,565 - - 49,565
Accrued interest payable - 4,848 - 4,848
Deferred revenue 19,808 - - 19,808
Customer deposits 3,625 - - 3,625
Revenue notes payable - current - 64,580 - 64,580
Total current liabilities $ 77516 $ 78,017 $ 70,381 225,914

Noncurrent liabilities
Advance from other governments $ - $ 220212 $ - 220,212
Compensated absences payable - 8,222 - 8,222
Revenue notes payable - long-term - 347,978 - 347,978
Total noncurrent liabilities $ - $ 576,412 $ - 576,412
Total Liabilities $ 77516 $ 654,429 $ 70,381 802,326

Net Assets
Invested in capital assets net of related debt $ 603,516 $ 528457 $ 23,000 1,154,973
Unrestricted 267,239 (35,052) (70,381) 161,806
Total Net Assets $ 870,755 $ 493405 % (47,381) 1,316,779
The notes to the financial statements are an integral part of this statement. Page 46



MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2002

Program Revenues

Operating
Fees, Charges, Grantsand
Expenses Fines and Other Contributions
Component Units

Housing and Redevel opment Authority $ 365,728 $ 59,906 $ 218,333
Arealce Arena 255,367 184,196 63,725

Lake Project Improvement District 76,993 - -
Total Component Units $ 698,088 $ 244,102 $ 282,058

General Revenues and Other |tems
Local salestax
Investment income
Miscellaneous
Payments from primary government
Total general revenues and other items
Changein Net Assets
Net Assets - Beginning

Net Assets - Ending

The notes to the financial statements are an integral part of this statement. Page 47



EXHIBIT 13

(Continued)
Net (Expense) Revenue and Changesin Net Assets
Capital Housing and Area L ake Project
Grantsand Redevelopment Ice Improvement
Contributions Authority Arena District Total
- (87,489) - - (87,489)
- - (7,446) - (7,446)
29,612 - - (47,381) (47,381)
29,612 (87,489) (7,446) (47,381) (142,316)
75,202 - - 75,202
2,570 - - 2,570
7,841 - - 7,841
60,000 - - 60,000
145,613 - - 145,613
58,124 (7,446) (47,381) 3,297
812,631 500,851 - 1,313,482
870,755 493,405 (47,381) 1,316,779
The notes to the financial statements are an integral part of this statement. Page 48
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

NOTESTO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2002

Summary of Significant Accounting Policies

The County’s financial statements are prepared in accordance with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for state and local governments through its pronouncements
(statements and interpretations). Governments are aso required to follow the pronouncements
of the Financial Accounting Standards Board (FASB) issued through November 30, 1989,
(when applicable) that do not conflict with or contradict GASB pronouncements. Although the
County hasthe option to apply FASB pronouncements issued after that date to its business-type
activities and enterprise funds, the County has chosen not to do so. The more significant
accounting policies established in GAAP and used by the County are discussed below.

In June 1999, GA SB unanimously approved Statement No. 34, Basic Financial Satements--and
Management’ s Discussion and Analysis--for State and Local Governments. The significant
changes in the statement include the following:

S  For thefirst time, the financia statements include:

S A Management’s Discussion and Anaysis (MD&A) section providing an analysis of
the County’ s overall financial position and results of operations.

S Financial statements prepared using full accrual accounting for al of the County’s
activities, including infrastructure (roads, bridges, etc.).

S A changein the fund financial statements to focus on the major funds.
These and other changes are reflected in the accompanying financial statements (including the

notes to financial statements). The County has elected to implement all provisions of the
statement in the current year.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

1. Summary of Significant Accounting Poalicies (Continued)

A. Financial Reporting Entity

Minnesota County was established March 5, 1853, and is an organized county having the
powers, duties, and privileges granted counties by Minn. Stat. ch. 373. As required by
accounting principles generally accepted in the United States of America, these financia
statements present Minnesota County (primary government) and its component units for
which the County is financially accountable. The County is governed by a five-member
Board of Commissioners elected from districts within the County. The Board is organized
with achair and vice chair elected at the annual meeting in January of each year.

Blended Component Unit

Blended component units are legally separate organizationsthat are so intertwined with the
County that they are, in substance, the same as the County and, therefore, are reported as
if they were part of the County. Minnesota County has one blended component unit.

Included in the Separate
Component Unit Reporting Entity Because Financial Statements
Regional Railroad Authority (RRA) County Commissioners are Separate financial statements
provides for the preservation or the members of the RRA statements are not prepared.
improvement of rail transportation Board.

within the County.

Discretely Presented Component Units

While part of the reporting entity, discretely presented component units are presented in
a separate column in the government-wide financial statements to emphasize that they are
legally separate from the County. The following component units of Minnesota County
are discretely presented:

Included in the Separate
Component Unit Reporting Entity Because Financial Statements
Minnesota County Housing and County appoints members Minnesota County HRA
Redevelopment Authority (HRA) and the HRA isafinancial 123 Loon Circle
provides services pursuant to Minn. burden. Any City, MN 55555

Stat. §8 469.001-.047.
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

1. Summary of Significant Accounting Policies

A. Financial Reporting Entity

Discretely Presented Component Units (Continued)

Included in the Separate

Component Unit Reporting Entity Because Financial Statements
Let’s Skate Ice Arena Authority County appoints majority Separate financial statements
operates amulti-jurisdiction ice of Ice Arena Board and are not prepared.
arena. must approve debt.
Lake Project Improvement District County appoints District Lake Project District
isresponsible for constructing and Board members and must 4321 Evergreen Avenue
operating a sanitary sewer district. approve any debt. Small City, MN 55669

Joint VVentures

The County participates in several joint ventures which are described in Note 4.C. The
County also participatesin jointly-governed organizations which are describedin Note 4.D.

B. Basic Financial Statements

1

Government-Wide Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) display information about the primary government and its
component units. These statements include the financial activities of the overall
County government, except for fiduciary activities. Eliminations have been made to
minimize the double-counting of internal activities. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and
chargesto external parties for support.

In the government-wide statement of net assets, both the governmental and
business-type activities columns. (a) are presented on aconsolidated basis by column;
and (b) are reported on afull accrual, economic resource basis, which recognizes al
long-term assets and receivables as well as long-term debt and obligations. The
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1.

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Summary of Significant Accounting Policies

B. Basic Financial Statements

1

Government-Wide Statements (Continued)

County’s net assets are reported in three parts. (1) invested in capital assets, net of
related debt; (2) restricted net assets; and (3) unrestricted net assets. The County first
utilizes restricted resources to finance qualifying activities.

The statement of activities demonstrates the degree to which the direct expenses of
each function of the County’s governmental activities and different business-type
activity are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or activity. Program revenuesinclude: (1) fees,
fines, and charges paid by the recipients of goods, services, or privileges provided by
a given function or activity; and (2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or activity.
Revenues that are not classified as program revenues, including al taxes, are
presented as general revenues.

Fund Financial Statements

The fund financial statements provide information about the County’s funds,
including its fiduciary funds and blended component unit. Separate statements for
each fund category--governmental, proprietary, and fiduciary--are presented. The
emphasis of governmental and proprietary fund financial statements is on major
individual governmental and enterprise funds, with each displayed as separate
columnsin the fund financia statements. All remaining governmental and enterprise
funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Nonoperating revenues, such as subsidies and investment earnings, result
from nonexchange transactions or incidental activities.
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Summary of Significant Accounting Policies

B. Basic Financial Statements

2.

Fund Financial Statements (Continued)

The County reports the following major governmental funds:

The General Fund is the County’s primary operating fund. It accounts for al
financia resources of the general government, except those required to be
accounted for in another fund.

The Road and Bridge Special Revenue Fund is used to account for revenues and
expenditures of the County Highway Department which is responsible for the
construction and maintenance of roads, bridges, and other projects affecting
County roadways.

The Human Services Special Revenue Fund is used to account for economic
assistance and community social services programs.

The Ditch Special Revenue Fund is used to account for the cost of constructing
and maintaining an agricultural drainage ditch system. Financing is provided by
special assessments levied against benefitted property.

The Improvement Capital Projects Fund is used to account for financial resources
to be used for capital acquisition, construction, or improvement of capital
facilities.

The County reports the following major enterprise funds:

The Nursing Home Fund is used to account for the operations of the County
nursing home.

The Solid Waste Fund is used to account for the operation, maintenance, and
development of the County solid waste landfill.

The Congregate Housing Fund is used to account for the County’ s assisted living
housing.
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Summary of Significant Accounting Policies

B.

C.

Basic Financial Statements

2. Fund Financial Statements (Continued)

Additionally, the County reports the following fund types:

Internal Service Funds account for self-insurance and central maintenance garage
facility activities provided to other departments and funds on a
cost-reimbursement basis.

Investment Trust Funds account for the external pooled and non-pooled
investments held on behalf of external participants.

Private Purpose Trust Funds are used to account for resources legally held in trust
for others.

Agency Funds are custodial in nature and do not present results of operations or
have ameasurement focus. These funds account for assets that the County holds
for othersin an agency capacity.

M easurement Focus and Basis of Accounting

The government-wide, proprietary fund, and fiduciary fund financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned, and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenuesin the year for which they are levied. Grants and similar items are
recognized as revenue as soon as al eigibility requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Minnesota County
considers al revenuesto be available if they are collected within 60 days after the end of
the current period. Property and other taxes, licenses, and interest are all considered to be
susceptible to accrual. Expenditures are recorded when the related fund liability is
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Summary of Significant Accounting Policies

C. Measurement Focus and Basis of Accounting (Continued)

incurred, except for principal and interest on general long-term debt, compensated
absences, and claims and judgments, which are recognized as expenditures to the extent
that they have matured. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

When both restricted and unrestricted resources are available for use, it is the County’s
policy to use restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities, and Net Assets or Equity

1

Cash and Cash Equivalents

The County has defined cash and cash equivalents to include cash on hand, demand
deposits, and short-term investments with original maturities of three months or less
from the date of acquisition. Additionally, each fund’s equity in the County’s
investment pool is treated as a cash equivalent because the funds can deposit or
effectively withdraw cash at any time without prior notice or penalty.

Deposits and Investments

The cash balances of substantialy all funds are pooled and invested by the County
Treasurer for the purpose of increasing earningsthrough investment activities. Pooled
and fund investments are reported at their fair value at December 31, 2002, based on
market prices. Pursuant to Minn. Stat. § 385.07, investment earnings on cash and
pooled investments are credited to the General Fund. Other funds received investment
earnings based on other state statutes, grant agreements, contracts, and bond
covenants. Pooled investment earnings for 2002 were $564,845.

Minnesota County investsin an external investment pool, the Minnesota Association
of Governments Investing for Counties (MAGIC) Fund, which is created under ajoint
powers agreement pursuant to Minn. Stat. § 471.59. The MAGIC Fund is not
registered with the Securities and Exchange Commission, but does operate in a
manner consistent with Rule 2a7 of the Investment Company Act of 1940. Therefore,
the fair value of the County’ s position in the pool is the same as the value of the pool
shares.
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Summary of Significant Accounting Policies

D. Assets, Liabilities, and Net Assets or Equity

2.

Deposits and Investments (Continued)

Minn. Stat. 88 118A.04 and 118A.05 generally authorize the following types of
investments as availabl e to the County:

@)

2

3)

(4)
Q)

(6)

securitieswhich are direct obligations or are guaranteed or insured issues of the
United States, its agencies, its instrumentalities, or organizations created by an
act of Congress, except mortgage-backed securities defined as “high risk” by
Minn. Stat. § 118A.04, subd. 6;

mutual funds through shares of registered investment companies provided the
mutual fund receives certain ratings depending on its investments;

general obligations of the State of Minnesotaand its municipalities, and in certain
state agency and local obligations of Minnesota and other states provided such
obligations have certain specified bond ratings by anational bond rating service;

bankers' acceptances of United States banks;
commercial paper issued by United States corporations or their Canadian
subsidiaries that is rated in the highest quality category by two nationally

recognized rating agencies and matures in 270 days or less; and

with certain restrictions, in repurchase agreements, securities lending agreements,
joint powersinvestment trusts, and guaranteed investment contracts.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “ due to/from other
funds’ (i.e., the current portion of interfund loans) or “ advances to/from other funds’
(i.e., the non-current portion of interfund loans).
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D. Assets, Liabilities, and Net Assets or Equity

3.

Receivables and Payables (Continued)

All other outstanding balances between funds are reported as “due to/from other
funds.” Any residual balances outstanding between the governmental activities and
busi ness-type activities are reported in the government-wide financial statements as
“internal balances.”

Advances between funds, as reported in the fund financial statements, are offset by a
fund balance reserve account in applicable governmental funds to indicate that they
are not available for appropriation and are not expendable available financia
resources.

All receivables, including those of the discretely presented component units, are
shown net of an allowance for uncollectibles.

Property taxes are levied as of January 1 on property values assessed as of the same
date. The tax levy notice is mailed in March with the first half payment due on
May 15 and the second half payment due October 15.

Unpaid taxes at December 31 become liens on the respective property and are
classified in the financial statements as delinquent taxes receivable.

Inventories and Prepaid ltems

All inventories are valued at cost using the first inffirst out (FIFO) method.
Inventoriesin governmental funds are recorded as expenditures when purchased rather
than when consumed. Inventoriesin proprietary funds and at the government-wide
level are recorded as expenses when consumed.

Certain payments to vendors reflect costs applicable to future accounting periods and
arerecorded as prepaid itemsin both government-wide and fund financial statements.
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D. Assets, Liabilities, and Net Assets or Equity (Continued)

5.

6.

Restricted Assets

Certain funds of the County are classified as restricted assets on the statement of net
assets because the restriction is either imposed by law through constitutional
provisions or enabling legidation or imposed externally by creditors, grantors,
contributors, or laws or regulations of other governments. Therefore, their use is
limited by applicable laws and regulations.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The costs of norma maintenance and repairs that do not add to the value of the asset
or materially extend asset’ s lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets
constructed. During the current period, the County did not have any capitalized
interest.

Property, plant, and equipment of the primary government, as well as the component
units, is depreciated using the straight-line method over thefollowing estimated useful
lives:
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1. Summary of Significant Accounting Policies

D. Assets, Liabilities, and Net Assets or Equity

6. Capital Assets (Continued)

Assets Years
Buildings 25-75
Building improvements 20-30
Public domain infrastructure 25-75
Furniture, equipment, and vehicles 3-15

7. Compensated Absences

The liability for compensated absences reported in financial statements consists of
unpaid, accumulated annual and sick leave balances. Theliability has been calculated
using the vesting method, in which leave amounts for both employees who currently
are eligible to receive termination payments and other employees who are expected
to become €ligible in the future to receive such payments upon termination are
included. Compensated absences are accrued when incurred in the government-wide,
proprietary, and fiduciary fund financial statements. A liability for these amountsis
reported in the governmental funds only if they have matured, for example, as aresult
of employee resignations and retirements.

8. Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for
revenues that are not considered to be available to liquidate liabilities of the current
period. Governmental funds also defer revenue recognition in connection with
resources that have been received, but not yet earned.

9. Long-Term Obligations

In the government-wide financial statements, and proprietary fund typesin the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond premiums and discounts, as well
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Summary of Significant Accounting Policies

D. Assets, Liabilities, and Net Assets or Equity

9.

10.

11.

Long-Term Obligations (Continued)

as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums
and discounts, as well as bond issuance costs, during the current period. The face
amount of the debt issued is reported as other financing sources. Premiums received
on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. 1ssuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted
by outside parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilitiesand
disclosure of contingent assets and liabilities at the date of thefinancial statements and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
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2. Stewardship, Compliance, and Accountability

A. Dé€ficit Fund Equity

Thefollowing major funds had deficit fund balance or net assets as of December 31, 2002:

Ditch Special Revenue Fund $ 97,478
Congregate Housing Enterprise Fund 18, 473

The Ditch Fund' s deficit will be eliminated with future special assessment levies against
benefitted properties. The Congregate Housing Fund isin the early stages of operations,
and the deficit is expected to be eliminated by future earnings.

B. Component Unit Deficit

The Lake Project Improvement District at the end of itsfirst year had a cash overdraft of
$49,382 and arelated net asset deficit of $47,381. The County has authorized aloan to the
District to provide working capital and eliminate the overdraft. The loan and the deficit
will be eliminated after special assessments are levied and collected from benefitting
properties.

3. Detailed Notes on All Funds

A. Assets

1. Deposits and Investments

The County’ s total cash and investments are reported as follows:

Primary government

Cash and pooled investments $ 18,236,107
Investments 889,015
Restricted assets
Cash and pooled investments 194,034
Investments 4,917,076
Component units
Cash and pooled investments 379,796
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3. Detailed Notes on All Funds

A. Assets

1

Deposits and Investments (Continued)

Fiduciary funds
Cash and pooled investments
Investment trust funds 366,340
Private-purpose trust funds 17,258
Agency funds 2,752,626
Investments
Private-purpose trust funds 61,850
Total Cash and Investments $ 27,814,102

Minn. Stat. 88 118A.02 and 118A.04 authorize the County to deposit its cash and to
invest in certificates of deposit in financial institutions designated by the County
Treasurer. At December 31, 2002, the carrying amount of the County’s deposits
totaled $8,821,267. The bank balance deposit amount was $10,729,772. Minnesota
statutes require that all County deposits be covered by insurance, surety bond, or
collateral.

Following is a summary of the deposits covered by insurance or collateral at
December 31, 2002.

Bank
Balance
Covered Deposits
Insured, or collateralized with securities held by the County
or its agent in the County’ s name $ 8,129,102
Collateralized with securities held by the pledging financia
institution’ s agent in the County’ s name 2,600,670
Total covered deposits $ 10,729,772
Uncollateralized -
Totd $ 10,729,772
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3. Detailed Notes on All Funds

A. Assets

1. Deposits and Investments (Continued)

Three levels of custodial credit risk for securities are defined by generally accepted
accounting principles:

(1) securitiesthat are insured or registered, or for which the securities are held by the
County or its agent in the County’ s name;

(2) securitiesthat are uninsured and unregistered and are held by the counterparty’s
trust department or agent in the County’ s name; and

(3) securities that are uninsured and unregistered and are held by the counterparty,
or by itstrust department or agent, but not in the County’ s name.

Following is a summary of the fair values of the County’ s investments, categorized
into the aforementioned levels of risk, at December 31, 2002:

Category Fair
1 2 3 Value
U.S. government securities $ 10,102,376 $ - $ - $ 10,102,376
Negotiable certificates of deposit 1,497,000 - 246,000 1,743,000
Commercial paper 701,250 - 701,250
Repurchase agreements - 1,275,508 1,275,508
Tota Investments $ 12,300,626 $ - $ 1521508 $ 13,822,134
Add
Money market mutual funds 3,876,509
Minnesota Association of
Governments Investing for
Counties (MAGIC) 1,275,507
Cash on hand 18,685
Deposits 8.821.267
Total Cash and Investments $ 27814102

Page 63



MINNESOTA COUNTY
ANY CITY, MINNESOTA

3. Detailed Notes on All Funds

A. Assets (Continued)

2. Receivables

Receivables as of December 31, 2002, year-end for the County’s governmental
activities and business-type activities, including the applicable allowances for
uncollectible accounts, are as follows:

Amounts Not
Scheduled for
Total Collection During
Receivables  the Subsequent Year

Governmental Activities

Taxes $ 254,337 $ -
Special assessments 1,082,137 968,093
Due from other governments 1,013,581 -
Accounts 196,675 -
Interest 446,003 -
Total Governmental Activities $ 2992733 $ 968,093
Business-Type Activities
Specia assessments $ 34454 % 17,277
Due from other governments 114,303 -
Accounts 350,251 -
Interest 7,547 -
Total Business-Type Activities $ 506,555 $ 17,277

3. Capital Assets

Capital asset activity for the year ended December 31, 2002, was as follows:
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Capital Assets (Continued)

Governmental Activities

Beginning Ending
Balance Increases Decreases Balance
Capital assets, not being
depreciated
Land $ 950,344 $ - $ - $ 950,344
Construction in progress 7,702,693 1,670,078 8.022.490 1,350,281
Total capital assets,
not depreciated $ 8653037 $ 1670078 $ 8022490 $ 2,300,625
Capital assets being depreciated
Buildings $ 20,115497 $ 8,139,190 $ 45,000 $ 28,209,687
Machinery, furniture, and
equipment 13,113,420 2,328,234 1,172,827 14,268,827
Infrastructure 59,274,454 3,210,520 - 62,484,974
Total capital assets being
depreciated $ 92503371 $13677944 $ 1217827 $ 104,963,488
Less: accumulated depreciation
for
Buildings $ 6,656,709 $ 922611 $ 33300 $ 7,546,020
Machinery, furniture, and
equipment 6,179,864 1,779,328 1,090,727 6,868,465
Infrastructure 10,826,357 1,630,737 - 12,457,094
Total accumulated
depreciation $ 23662930 $ 4332676 $ 1124027 $ 26,871,579
Total capital assets,
depreciated, net $ 68840441 $ 9345268 $ 93800 $ 78,091,909
Governmental Activities
Capital Assets, Net $ 77493478 $11015346 $ 8116290 $ 80,392,534
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A. Assets
3. Capital Assets (Continued)

Business-Type Activities

Beginning Ending
Balance Increases Decreases Balance
Capital assets, not being
depreciated
Land $ 56,175 $ 139,288 $ - $ 195,463
Construction in progress - 43,604 - 43,604
Total capital assets, not
depreciated $ 56,175 $ 182892 $ - $ 239,067
Capital assets being depreciated
Buildings $ 7228125 $ 46,085 $ - $ 7,274,210
Landfill 2,333,430 11,387 - 2,344,817
Machinery, furniture, and
equipment 8,687,690 184,681 8,760 8,863,611
Total capital assets being
depreciated $ 18249245 $ 242153 $ 8760 $ 18482638
Less: accumulated depreciation
for
Buildings $ 1945224 $ 221,353 $ - $ 2,166,577
Landfill 1,466,385 74,056 - 1,540,441
Machinery and equipment 3,601,084 592,374 8,760 4,184,698
Total accumulated
depreciation $ 7012693 $ 887783 $ 8760 $ 7891716
Total capital assets,
depreciated, net $ 11236552 $ (645.630) $ - $ 10,590,922
Business-Type Activities
Capital Assets, Net $ 11292727 $ (462,738) $ - $ 10,829,989
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A. Assets
3. Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the primary government
asfollows:

Governmental Activities

Genera government $ 912,676
Public safety 774,507
Highways and streets, including depreciation of infrastructure assets 1,869,300
Human services 342,664
Health 1,563
Culture and recreation 3,076
Conservation 9,590
Capital assets held by the County’ s internal service funds are charged
to the various functions based on their usage of the assets 419,300
Total Depreciation Expense - Governmental Activities $ 4332676

Business-Type Activities

Nursing home $ 69,878
Solid waste 765,139
Congregate housing 50,729
Other enterprise fund 2,037

Total Depreciation Expense - Business-Type Activities $ 887,783

B. Interfund Receivables, Payables, and Transfers

The composition of interfund balances as of December 31, 2002, is as follows:

1. Due To/From Other Funds

Receivable Fund Payable Fund Amount
General Human Services $ 430
Other Governmental 48,355
Internal Service 18,700
Congregate Housing 25
Tota Dueto General Fund $ 67,510
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B. Interfund Receivables, Payables, and Transfers

1. Due To/From Other Funds (Continued)

Receivable Fund Payable Fund Amount

Road and Bridge General $ 822
Other Governmental 62.407

Tota Due to Road and Bridge
Fund $ 63,229
Improvement Solid Waste $ 317,289
Other Governmental Other Governmental $ 66,123
Congregate Housing Human Services $ 5457
Internal Service Funds General $ 27,900
Road and Bridge 35,800
Total Dueto Interna Service Funds $ 63,700
Tota To/From Other Funds $ 583,308

2. Advances From/To Other Funds
Receivable Fund Payable Fund Amount

General Ditch $ 93,238
Internal Service Funds 31,600
Total Due to General Fund $ 124,838
Other Governmental Other Governmental 60,712
Nursing Home Congregate Housing 46,764
Total From/To Other Funds $ 232,314
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B. Interfund Receivables, Payables, and Transfers (Continued)

3. Due To/From Primary Government and Component Units

Receivable Entity Payable Entity Amount
Component Unit - Arealce Arena Primary Government - General Fund $ 69,994

Interfund Transfers

Interfund transfers for the year ended December 31, 2002, consisted of the following:

Transfers to General Fund from

other governmental funds $ 50,000 Provide fundsfor capital outlay
Transfers to Human Services Fund
from other governmental funds $ 150,000 Providefunding
Transfersto Improvement Fund from
Solid Waste Fund $ 317,289 Provide fundsfor capital outlay
Transfers to nonmajor governmental
funds from
General Fund $ 58,098 Returned unused funds
Human Services Fund 150,000 Returned funding
Other nonmajor governmental funds 193566 Provide fundsfor capital outlay
Tota transfers to nonmajor
governmental funds $ 401,664
Transfers to Congregate Housing Fund
from
Revolving Loan Fund $ 6,331 Miscellaneous
Nursing Home Fund 48,930 Provide funding
Tota transfers to Congregate
Housing Fund $ 55,261
Transfersto internal services funds from
General Fund $ 45,200 Provide funding
General capital assets 2,160,300 Capital assetsfor startup
Total transfersto internal services
funds $ 2205500
Total Interfund Transfers $ 3179714
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3. Detailed Notes on All Funds

B. Interfund Receivables, Payables, and Transfers

4. Interfund Transfers (Continued)
In the fund financial statements, total transfersin of $3,179,714 are greater than total
transfers out of $1,019,414 because of the treatment of transfers of capital assetsto the
internal services funds. During the year, existing capital assets related to
governmental funds, with a book value of $2,160,300, were transferred to internal
services funds. No amounts were reported in the governmental funds as the amount
did not involve the transfer of financial resources. However, the internal services
funds did report atransfer in for the capital resources received.
5. Transfers To/From Component Units
Transfer to Housing and Redevel opment Authority (component
unit) from nonmajor governmental funds (primary government) $ 60,000
C. Liabilities
1. Payables
Payables at December 31, 2002, were as follows:
Governmental Business-Type
Activities Activities
Accounts $ 814,143 $ 181,603
Sdlaries 281,973 8,685
Contracts 751,103 -
Due to other governments 113,623 2,126
Total Payables $ 1960842 $ 192,414
2. Construction Commitments

The government has active construction projects as of December 31, 2002. The
projects include the following (amounts in thousands):

Page 70



MINNESOTA COUNTY
ANY CITY, MINNESOTA

3. Detailed Notes on All Funds

C. Liabilities

2.

Construction Commitments (Continued)

Remaining
Spent-to-Date Commitment

Governmental activities

Jail construction $ 250 $ 2,500

Government center 1,100 1,750

Roads and bridges 195 3,250

Sanitary sewer 1,077 525
Business-type activities

Landfill expansion - 1,200

Other Post-Employment Benefits

Retirees

The County provides post-retirement health care benefits for certain retirees and their
dependents. This benefit is provided based on County Board Resolution 95-101. The
County contributes $50 a month per participant for health insurance. Retirees may not
convert the benefit into an in-lieu payment to secure coverage under independent
plans.

Asof year-end, the County has 27 eligible participants. The County finances the plan
on a pay-as-you-go basis. During 2002, the County expended $14,340 for these
benefits.

Elected Officials

After their County service, elected County officials are entitled to one year of paid
health insurance for every four years of serviceto the County. Thisbenefit is provided
pursuant to County Board Resolution 99-045.

This benefit is funded on a pay-as-you-go basis. Minnesota County has two former

elected officids digible for this benefit. The County expended $4,800 for this benefit
in 2002.
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C. Liabilities (Continued)
4. Leases

Operating Leases

The County |eases office space under noncancelable operating leases. Total costs for
such leases were $135,200 for the year ended December 31, 2002. The future
minimum lease payments for these leases are as follows:

Y ear Ending
December 31 Amount
2002 $ 137,300
2003 137,800
2004 138,400
Capital Leases

The County has entered into |ease agreements as lessee for financing the acquisition
of certain equipment. These |ease agreements qualify as capital leases for accounting
purposes and, therefore, have been recorded at the present value of their future
minimum |lease payments as of the inception date. These capital leases consist of the
following at December 31, 2002:

Payment
Lease Maturity  Installments _ Amount Origina Balance
Governmental Activities

2001 telecommunication
equipment 2007 Monthly  $ 2092 $ 104,397 $ 89,318
2002 skid steer loader 2003 Monthly 1,625 29,992 22,191
2002 trailer 2004 Monthly 750 19,415 13,032

Total Governmental

Activities Capital

Leases $ 124541
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C. Liabilities
4, Leases

Capital Leases (Continued)

The future minimum lease obligations and the net present value of these minimum

lease payments as of December 31, 2002, were as follows:

Y ear Ending
December 31

2003
2004
2005
2006
2007
Total minimum lease payments
Less: amount representing interest

Present Value of Minimum L ease Payments

5. Short-Term Debt

Governmentd
Activities

$ 56,618
29,289

24,743

24,743

4,125

$ 139,518

(14.977)

$ 124,541

The County issued and repaid $1,000,000 of tax anticipation certificates during the
year ended December 31, 2002. The purpose of this short-term debt is to provide
liquidity for governmental operations financed by property taxes, which are collected

in semi-annual payments.
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6.

Long-Term Debt
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Governmental Activities

Outstanding
Origina Balance
Final Installment Interest Issue December 31,
Type of Indebtedness Maturity Amounts Rates (%) Amount 2002
General obligation bonds
1995 G.O. Capita
Improvement Bonds 2015 $90,000 -
$105,000 275520 $ 2,500,000 $ 1,845,000
1997A G.O. Capital
Improvement Bonds 2007 $50,000 -
$70,000 3.50-5.40 570,000 320,000
1998 G.O. Refunding Bonds 2018 $100,000-
$210,000 4.20-5.50 2,040,000 2,000,000
2000A G.O. Capital
Improvement Bonds 2015 $80,000-
$350,000 4.00-4.65 4,000,000 3,920,000
2001 G.O. Capital
Improvement Bonds 2007 $125,000-
$135,000 4.35-4.65 775,000 775,000
2001 G.O. Improvement
Bonds 2003 $90,000-
$95,000 5.00 185,000 185,000
2002A G.O. Capital
Improvement Bonds 2018 $35,000-
$55,000 4.00-5.25 680,000 680,000
2002B G.O. Capital
Improvement Bonds 2019 $95,000-
$120,000 4.20-5.00 1,820,000 1,820,000
2002C G.O. Capital
Improvement Bonds 2023 $155,000-
$190,000 5.20 865,000 865,000
Total general obligation
bonds $ 13.435,000 $ 12,410,000
Less: unamortized discount (20,125)
Total General Obligation
Bonds, Net $ 12,389,875
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6.

Long-Term Debt

Governmental Activities (Continued)

Outstanding
Origina Balance
Final Installment Interest Issue December 31,
Type of Indebtedness Maturity Amounts Rates (%) Amount 2002

Special assessment bonds
with government commitment
1999 G.O. Drainage Bonds 2020 $30,000-
$50,000 412-500 $ 710000 $ 640,000

General obligation capital notes
2002 G.O. Capital Equipment

Notes 2007 $125,000-
$135,000 2.50-3.75 $ 535,000 $ 535,000
Less: unamortized discount (5,323)
Total General Obligation
Capital Notes, Net $ 529,677
L oans Payable

In 1999, the County entered into aloan agreement with the Minnesota Department of
Agriculture for financing of failing septic systems. The loan is secured by specia
assessments placed on the individual parcels requesting repair of a failing septic
system.

Outstanding
Origina Balance
Final Installment Interest Issue December 31,
Type of Indebtedness Maturity Amounts Rates (%) Amount 2002
1999 septic loans 2013 $2,200-
$12,000 0.00 $ 50,000 $ 50,000
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6. Long-Term Debt (Continued)

Business-Type Activities

Outstanding
Origina Balance
Final Installment Interest Issue December 31,
Type of Indebtedness Maturity Amounts Rates (%) Amount 2002
1998 G.O. Governmental
Housing Bonds 2027 $15,000-
$105,000 6.05 $ 1,455,000 $ 1,395,000
Less. unamortized discount (12,125)
General Obligation Bonds,
Net $ 1,382,875
7. Debt Service Requirements
Debt service requirements at December 31, 2002, were as follows:
Governmental Activities
Y ear Ending General Obligation Bonds Special Assessment Bonds Capital Notes Loans
December 31 Principal Interest Principal Interest Principal Interest Principal Interest
2003 $ 770000 $ 493884 $ 35000 $ 29043 $ 10000 $ 52475 $ - $
2004 760,000 467,656 35,000 27,572 127,000 4,600 -
2005 820,000 430,341 35,000 26,102 131,000 2,150 -
2006 855,000 405,720 35,000 24,624 133,000 1,250 2,235
2007 885,000 374,935 35,000 23,119 134,000 875 2,780
2008-2012 3,855,000 1,625,155 180,000 86,977 - - 12,107
2013-2017 3,390,000 840,278 185,000 40,476 32,878
2018-2022 870,000 443978 100,000 23,875 - - -
2023-2027 205,000 5,330 - - - - -
Total $ 12410000 $5087277 $ 640000 $ 281788 $ 535000 $ 61350 $ 50000 $
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7. Debt Service Reguirements (Continued)

Business-Type Activities

Y ear Ended Genera Obligation
December 31 Principal Interest
2003 $ 25,000 $ 84,397
2004 25,000 82,885
2005 30,000 81,372
2006 30,000 79,558
2007 30,000 77,742
2008-2012 195,000 357,555
2013-2017 280,000 276,307
2018-2022 300,000 247,675
2023-2027 480,000 81.213
Total $ 1395000 $ 1.368,704

8. Changesin Long-Term Liabilities

Long-term liability activity for the year ended December 31, 2002, was as follows:

Governmental Activities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Bonds payable
Generd obligation bonds $ 9,580,000 $ 3,365,000 $ 535000 $ 12,410,000 $ 740,000
G.O. capital notes - 535,000 - 535,000 10,000
Special assessment debt with
government commitment 675,000 - 35,000 640,000 35,000
Less: deferred amounts for
for issuance discounts - (26.618) (1,170) (25,448)

Total bonds payable $ 10,255,000 $ 3873382 $ 568830 $ 13559552 $ 785,000
Capital leases 126,893 49,407 51,759 124,541 51,255
Claims and judgments 191,527 1,280,765 1,339,526 132,766 -
Loans payable - 50,000 - 50,000 -
Compensated absences 1,257,228 92,095 - 1,349,323 237,109

Governmental Activity
Long-Term Liabilities $ 11830648 $ 5345649 $ 1960115 $ 15216182 $ 1,073,364
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8.

Changesin Long-Term Liabilities (Continued)

Business-Type Activities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Bonds payable
Genera obligation bonds $ 1,420,000 $ - $ 25000 $ 1,395000 $ 25,000
Less. deferred amounts for
issuance costs (12,610) - (485) (12,125)
Tota bonds payable $ 1407390 $ - $ 24515 $ 1,382875 $ 25,000
Estimated liability for landfill
Closure/postclosure 92,469 4,198 - 96,667 -
Compensated absences 175,695 5,136 - 180,831 82,514

Business-Type Activity
Long-Term Liabilities $ 1675554 $ 9334 $ 24515 $ 1660373 $ 107,514

Long-term liabilities for internal service funds are included as part of the above totals
based upon their activity. For internal service funds, $5,100 of compensated absences
and $132,766 of claims and judgments payable are included in the amounts for the
governmental activities at year-end.

Prior Y ear’'s Refunded Debt

In prior years, the County has defeased various bond issues by creating separate
irrevocable trust funds. New debt has been issued and the proceeds have been used
to purchase U.S. government securities that were placed in the trust funds. The
investments and the earnings on the investments are sufficient to fully service the
defeased debt until the debt is called or matures. For financial reporting purposes, the
debt has been considered defeased and, therefore, removed as a liability from the
County’s government-wide financial statements. As of December 31, 2002, the
amount of defeased debt outstanding not included in the financial statements was
$1,875,000.
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10. Employee Retirement Systems and Pension Plans

A. Plan Description

All full-time and certain part-time employees of Minnesota County are covered
by defined benefit pension plans administered by the Public Employees
Retirement Association of Minnesota (PERA). The PERA administersthe Public
Employees Retirement Fund, the Public Employees Police and Fire Fund, and the
Public Employees Correctional Fund, which are cost-sharing, multiple-employer
retirement plans. These plans are established and administered in accordance
with Minn. Stat. chs. 353 and 356.

Public Employees Retirement Fund members belong to either the Coordinated
Plan or the Basic Plan. Coordinated Plan members are covered by Socid
Security, and Basic Plan membersare not. All new members must participate in
the Coordinated Plan. All police officers, firefighters, and peace officers who
qualify for membership by statute are covered by the Public Employees Police
and Fire Fund. Memberswho are employed in a county correctional institution
as a correctiona guard or officer, ajoint jailer/dispatcher, or as a supervisor of
correctional guards or officers or of joint jailers/dispatchers and are directly
responsible for the direct security, custody, and control of the county correctional
ingtitution and its inmates, are covered by the Public Employees Correctional
Fund.

The PERA provides retirement benefits aswell as disability benefits to members
and benefits to survivors upon death of eligible members. Benefits are
established by state statute and vest after three years of credited service. The
defined retirement benefits are based on a member’ s highest average salary for
any five successive years of alowable service, age, and years of credit at
termination of service.

Two methods are used to compute benefits for Coordinated and Basic Plan
members. The retiring member receives the higher of a step-rate benefit accrual
formula(Method 1) or alevel accrual formula(Method 2). Under Method 1, the
annuity accrual rate for aBasic Plan member is 2.2 percent of average salary for
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A. Plan Description (Continued)

each of thefirst ten years of service and 2.7 percent for each remaining year. For
a Coordinated Plan member, the annuity accrual rate is 1.2 percent of average
salary for each of thefirst ten years and 1.7 percent for each remaining year.

Under Method 2, the annuity accrual rate is 2.7 percent of average salary for
Basic Plan members and 1.7 percent for Coordinated Plan members for each year
of service. For Public Employees Police and Fire Fund members, the annuity
accrual rate is 3 percent for each year of service. For Public Employees
Correctional Fund members, the annuity accrua rateis 1.9 percent for each year
of service.

For Basic and Coordinated Plan members hired prior to July 1, 1989, whose
annuity is calculated using Method 1, al Public Employees Police and Fire Fund
members, and all Public Employees Correctional Fund members, a full annuity
is available when age plus years of service equal 90. Normal retirement age is
55 for Public Employees Police and Fire Fund and Public Employees
Correctional Fund members and 65 for Basic and Coordinated Plan members
hired prior to July 1, 1989. Normal retirement age is the age for unreduced Social
Security benefits capped at 66 for Coordinated Plan members hired on or after
July 1, 1989. A reduced retirement annuity is also available to eligible members
seeking early retirement.

There are different types of annuities available to members upon retirement. A
single-life annuity is a lifetime annuity that ceases upon the death of the
retiree--no survivor annuity is payable. Also available are various types of joint
and survivor annuity options that will be payable over joint lives. Members may
also leave their contributions in the fund upon termination of public servicein
order to qualify for adeferred annuity at retirement age. Refunds of contributions
are available at any time to members who leave public service, but before
retirement benefits begin.
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A. Plan Description (Continued)

The benefit provisions stated in the previous paragraphs of this section are current
provisions and apply to active plan participants. Vested, terminated employees
who are entitled to benefits but are not yet receiving them are bound by the
provisionsin effect at the time they last terminated public service.

The PERA issues a publicly available financia report that includes financia
statements and required supplementary information for the Public Employees
Retirement Fund, the Public Employees Police and Fire Fund, and the Public
Employees Correctional Fund. That report may be obtained on the web at
mnpera.org, by writing to PERA at 60 Empire Drive, Suite 200, Saint Paul,
Minnesota 55103-2088, or by calling 651-296-7460 or 1-800-652-9026.

B. Funding Palicy

Minn. Stat. ch. 353 sets the rates for employer and employee contributions.
These statutes are established and amended by the state legislature. The County
makes annual contributions to the pension plans equal to the amount required by
state statutes. Public Employees Retirement Fund Basic Plan members and
Coordinated Plan members are required to contribute 9.10 and 5.10 percent,
respectively, of their annual covered salary. Public Employees Police and Fire
Fund members are required to contribute 6.20 percent of their annual covered
salary. Public Employees Correctional Fund members are required to contribute
5.83 percent of their annual covered saary.

The County is required to contribute the following percentages of annual covered

payroll:
Public Employees Retirement Fund
Basic Plan members 11.78%
Coordinated Plan members 5.53
Public Employees Police and Fire Fund 9.30
Public Employees Correctional Fund 8.75
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11.

B. Funding Policy (Continued)

The County’ s contributions for the years ending December 31, 2002, 2001, and
2000, for the Public Employees Retirement Fund, the Public Employees Police
and Fire Fund, and the Public Employees Correctional Fund, were:

Public Public Public
Employees Employees Employees
Retirement Police and Correctional
Fund Fire Fund Fund
2002 $ 508,051 $ 92,609 $ 43,615
2001 472,560 87,151 60,183
2000 430,391 85,273 43,683

These contribution amounts are equal to the contractually required contributions for
each year as set by state statute.

Landfill Closure and Postclosure Care Costs

State and federal laws and regulations require the County to place afinal cover onits
landfill site when it stops accepting waste and to perform certain maintenance and
monitoring functions at the site for 30 years after closure. Although closure and
postclosure care costs will be paid only near or after the date that the landfill stops
accepting waste, the Board reports a portion of these closure and postclosure care
costs as an operating expense in each period based on landfill capacity used as of each
balance sheet date. The $96,667 landfill closure and postclosure care liability at
December 31, 2002, represents the cumulative amount reported to date based on the
use of 4.5 percent of the estimated capacity of the landfill. The County will recognize
the remaining estimated cost of closure and postclosure care of $2,052,303 as the
remaining estimated capacity isfilled. These amounts are based on what it would cost
to perform all closure and postclosure care in 2001. The Board expectsto close the
landfill in 2119. Actual cost may be higher due to inflation, changes in technology,
or changes in regulations.
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12.

Landfill Closure and Postclosure Care Costs (Continued)

The County is required by state and federal laws and regulations to make annual
contributions to a trust to finance closure and postclosure care. The Board is in
compliance with these requirements and, at December 31, 2002, investments of
$926,168 are held for these purposes. These are reported as restricted assets on the
balance sheet. Minnesota County expects that future inflation costs will be paid from
investment earnings on these annual contributions. However, if investment earnings
are inadequate or additional postclosure care requirements are determined (due to
changes in technology or applicable laws and regulations, for example), these costs
may need to be covered by charges to future landfill users or from future tax revenue.

Risk Management

The County is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; errors or omissions; injuries to employees; or natural disasters
for which the County carries commercial insurance. The County has entered into a
joint powers agreement with other Minnesota counties to form the Minnesota
Counties Insurance Trust (MCIT). The County is a member of both the MCIT
Workers Compensation and Property and Casualty Divisons. The County
self-insures for employee health and dental coverage. For other risk, the County
carriescommercial insurance. There were no significant reductions in insurance from
the prior year. The amount of settlements did not exceed insurance coverage for the
past three fiscal years.

The Workers Compensation Division of MCIT is self-sustaining based on the
contributions charged, so that total contributions plus compounded earnings on these
contributions will equal the amount needed to satisfy claims liabilities and other
expenses. MCIT participatesin the Workers' Compensation Reinsurance Association
with coverage at $700,000 and $720,000 per claim in 2002 and 2003, respectively.
Should the MCIT Workers Compensation Division liabilities exceed assets, MCIT
may assess the County in a method and amount to be determined by MCIT.
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The Property and Casualty Division of MCIT is self-sustaining and the County pays
an annua premium to cover current and future losses. The MCIT carries reinsurance
for its property linesto protect against catastrophic losses. Should the MCIT Property
and Casualty Division liabilities exceed assets, MCIT may assess the County in a
method and amount to be determined by MCIT.

The County established a limited risk management program for health and dental
coveragesin 1992. Premiums are paid into the Self-Insurance Interna Services Fund
by all other funds and are available to pay claims, claim reserves, and administrative
costs of the program. The County has retained risk up to a $50,000 stop-loss per
family per year ($1,500,000 aggregate) for the health plan. Thereisamaximum claim
limit of $750 per person per year for the dental plan.

Liabilities of the fund are reported when it is probable that aloss has occurred and the
amount of the loss can be reasonably estimated. Liabilities include an amount for
claims that have been incurred but not reported (IBNR’s). The result of the process
to estimate the claims liability is not an exact amount asit depends on many complex
factors, such as inflation, changes in legal doctrines, and damage awards.
Accordingly, claims are re-evaluated periodically to consider the effects of inflation,
recent claim settlement trends (including frequency and amount of pay-outs), and
other economic and social factors. Changesin the balances of claimsliabilities during
the past two years are as follows:

Y ear Ended December 31
2002 2001
Unpaid claims, beginning of fiscal year $ 191527 $ 160,305
Incurred claims (including IBNR’s) 1,280,765 1,309,639
Claim payments (1,339,526) (1.278,417)
Unpaid Claims, End of Fiscal Year $ 132766 $ 191527
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13. Conduit Debt

In 1999, the County issued $80,000 of industrial development revenue bonds to
provide financia assistance to SMB Cooperative for the acquisition and construction
of plant facilities deemed to be in the public interest. The bonds are secured by the
property financed and are payable solely from revenues of the cooperative. Neither
the County, the state, nor any political subdivision thereof is obligated in any manner
for repayment of the bonds. Accordingly, the bonds are not reported as liabilitiesin
the accompanying financial statements. As of December 31, 2002, the outstanding
principal amount payable was $60,000.

4. Summary of Significant Contingencies and Other Items

A. Subsequent Events

On February 24, 2003, the County issued $1,500,000 of revenue bonds to finance an
upgrade of the County’s landfill. The interest rate on the bonds range from
4.25 - 5.125 percent, and the maturity date is February 2017.

B. Contingent Liahilities

Amounts received or receivable from grant agencies are subject to audit and adjustment
by grantor agencies, principaly the federal government. Any disallowed claims, including
amounts aready collected, may constitute aliability of the applicable funds. The amount,
if any, of the expenditures that may be disallowed by the grantor cannot be determined at
this time, although the County expects such amounts, if any, to be immaterial.

The County is a defendant in various lawsuits. Although the outcome of these lawsuitsis
not presently determinable, in the opinion of the County Attorney, the resolution of these
matters will not have a material adverse effect on the financial condition of the
government.
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C. Joint Ventures

Minnesota Central Community Corrections Agency

The Minnesota Central Community Corrections Agency was established by Minnesota and
North Star Countiesin 1974 under the authority of the Joint Powers Act, pursuant to Minn.
Stat. § 471.59, for the purpose of administering, budgeting, staffing, and operating
correctional services. Effective January 1, 1992, Western County became a member of the
Agency. The governing board is composed of five county commissioners from each of the
participating counties. Minnesota County maintains the accounting records of the Agency.

The Minnesota Central Community Corrections Agency is funded through state grants and
contributions from its member counties. Minnesota County had expenditures of $59,217
for community corrections to the agency for 2002.

In the event of dissolution of the Agency, the unexpended balance of monies and assets
held by the Agency will be divided between the counties in proportion to their
contributions.

Complete financia information can be obtained from:
Minnesota Central Community Corrections Agency
Minnesota County Courthouse
100 Main Street
Any City, Minnesota 55555

Reqgional Minnesota Office of Job Training

Minnesota, Western, Southern, North Star, and Northern Counties entered into a joint
powers agreement pursuant to Minn. Stat. 8§ 471.59 for the purpose of developing and
implementing a private and public job training program. The United States Congress,
through the Job Training Partnership Act of 1982, authorized states to establish “service
delivery areas’ to provide programs to achieve full employment through the use of grants.
The counties identified above are defined as a service delivery area, and the Regional
Minnesota Office of Job Training is designated as the grant recipient and administrator for
the service delivery area. The County is not a funding mechanism for this organization.
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Regional Minnesota Office of Job Training (Continued)

The governing body is composed of seven members, one from the board of commissioners
of each of the participating counties.

A summary of the financial information of the Regional Minnesota Office of Job
Training'sfundsfor the fiscal year ended June 30, 2001, excluding general capital assets
of $499,288 and general long-term debt of $454,469, was:

Total Assets $ 1,641,564
Total Liabilities 296,808
Total Fund Equity 1,344,756
Total Revenues 6,117,446
Total Expenditures/Expenses 5,666,289
Increase (Decrease) in Fund Equity 451,157

Separate financial information can be obtained from:
Northeast Minnesota Office of Job Training
200 North South Street
Ice City, Minnesota 55559

Joint County Natural Resources Board

The Joint County Natural Resources Board was formed in 1985 under the authority of the
Joint Powers Act, pursuant to Minn. Stat. 8 471.59, and includes Minnesota, Western,
Southern, Middle, North Star, and Northern Counties. The purpose of the Natural
Resources Board is to gather information on and formulate policies for the devel opment,
utilization, and protection of natural resources in this area of Minnesota and to ensure that
thereisan inter-related plan for the use and protection of both public and private resources.

Control of the Natural Resources Board is vested in the Joint County Natural Resources

Board, which is composed of at least one resident of each county appointed by their
respective county board, as provided in the Natural Resources Board' s bylaws.
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Joint County Natural Resources Board (Continued)

In the event of dissolution of the Joint County Natural Resources Board, the net assets of
the Natural Resources Board at that time shall be distributed to the respective member
counties in proportion to the contribution of each. Minnesota County provided $2,000 to
this organization during 2002.

The Natura Resources Board has no long-term debt. Financing is provided by
appropriations from member counties. Complete financial information can be obtained
from:

Natural Resources Board
Box 10000
Northern City, Minnesota 56666

D. Jointly-Governed Organizations

Minnesota County, in conjunction with other governmental entities and various private
organizations, have formed the jointly-governed organizations listed below:

Family Service Collaborative

The Collaborative was established to create opportunities to enhance family strengths and
support through service coordination and access to informal communication. Minnesota
County has no operational or financial control over the Collaborative. The County has
shown $125,200 expenditures in 2002 related to the Collaborative.

Counties Computer Cooperative

The Cooperative was established to provide computer programming to member counties.
During the year, Minnesota County expended $30,550 to the Cooperative.
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A. Summary of Significant Accounting Policies

In addition to those identified in Note 1, the County’ s discretely presented component units
have the following significant accounting policies.

Reporting Entities

The Housing and Redevelopment Authority is governed by a five-member board of
directors who are appointed by the County Board.

The Arealce Arenais governed by a seven-member board of directors, one appointed by
each of the Cities of Any City and Hometown, four appointed by the Minnesota County
Board, and one member is appointed on a rotating basis by the West and East School
Districts.

The Lake Project Improvement Didtrict is governed by afive-member board. The District
isacomponent unit because it is financially dependent upon the County.

Because of the significance of their financial relationship, Minnesota County considers
these entities major component units.

Basis of Presentation

The Arealce Arenadoes not prepare separate financial statements. The Arena presentsits
one fund as a governmental fund.

Basis of Accounting

The Area Ice Arena General Fund is accounted for on the modified accrual basis of
accounting.
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Cash and Pooled Investments

All cash of the components units is on deposit with the Minnesota County Treasurer and
included within its pooled cash and investments.

B. Detailed Noteson All Funds

1. Assets
Receivables

Receivables as of December 31, 2002, year-end for each discretely presented
component unit, including the applicable allowances for uncollectible accounts, are

asfollows:
Amounts Not
Scheduled for
Collection
Housing and Arealce Tota During the
Redevel opment Arena Receivables  Subsequent Y ear
Accounts $ - $ 25531 $ 25531 $
Rent 3,444 - 3,444 -
Due from other governments 315 69,553 69,868 -
Total Component Units  $ 3.759 $ 95,084 $ 98,843 $ -
Capital Assets

Component unit capital asset activity for the year ended December 31, 2002, was as
follows:
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Capital Assets (Continued)

Beginning Ending
Balance Increases Decreases Balance
Capital assets, not being
depreciated
Land
Housing and Redevelopment
Authority $ 70,500 - - $ 70,500
Capital assets being
depreciated
Buildings
Housing and Redevelopment
Authority $ 986,319 - - $ 986,319
Arealce Arena 920,950 - - 920,950
Total buildings $ 1,907,269 - - $ 1,907,269
Machinery, furniture, and
equipment
Housing and Redevelopment
Authority $ 54,646 17,849 12,500 $ 59,995
Arealce Arena 220,180 10,750 5,087 225,843
Lake Project Improvement
District - 23,500 - 23,500
Total machinery, furniture,
and equipment $ 274,826 52,099 17587 $ 309,338
Total capital assets being
depreciated $ 2,182,095 52,099 17587 $ 2,216,607
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Capital Assets (Continued)

Beginning Ending
Balance Increases Decreases Balance
Less: accumulated depreciation
for
Buildings
Housing and Redevelopment
Authority $ 453,701 $ 37,029 % - $ 490,730
Arealce Arena 92,095 30,698 - 122,793
Total buildings $ 545796 $ 67,727 $ - $ 613,523
Machinery and equipment

Housing and Redevelopment
Authority $ 25811 $ 9257 $ 12,500 $ 22,568
Arealce Arena 66,054 22,018 5,087 82,985
Lake Project Improvement
District - 500 - 500
Total machinery, furniture,
and equipment $ 91865 $ 31,775 $ 17587 $ 106,053
Total accumulated
depreciation $ 637,661 $ 99,502 $ 17587 $ 719,576
Total capital assets,
depreciated, net $ 1544434 $ (47403) $ - $ 1,497,031

Total Capital Assets, Net 3 1,614,934

2

(47403) $ - $ 1,567,531

Depreciation expense was charged to functions/programs of the discretely presented
component units as follows:

Housing and Redevel opment Authority $ 46,286
Arealce Arena 52,716
Lake project improvement district 500

Total Depreciation Expense $ 99502
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2. Liabilities
Payables

Payables at December 31, 2002, were as follows:

Housing Total

and Lake Project Discretely

Redevelopment Arealce Improvement Presented
Authority Arena District Component Units
Accounts $ 4518 $ 4,287 $ 20,999 $ 29,804
Saaries - 4,302 - 4,302
Due to other governments 49,565 - - 49,565
Overdraft - - 49,382 49,382
Total Payables $ 54,083 $ 8589 $ 70381 $ 133,053

Construction Commitments

The component units had active construction projects as of December 31, 2002. The
projects include the following (amounts in thousands):

Remaining
Spent-to-Date Commitment
Discretely presented component units
Lake project $ 15 $ 790

Long-Term Debt

Long-term debt outstanding at December 31, 2002, for the Arealce Arena consists of

the following:
Outstanding
Original Balance
Final Installment Interest |ssue December 31,
Type of Indebtedness Maturity Amounts Rates (%) Amount 2002
1998 G.O. Arena
Revenue Notes 2008 $ 44,145 5.64 $ 650,000 $ 412,558
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Debt Service Reguirements

Revenue note debt service requirements to maturity for the Area Ice Arena are as

follows:

Y ear Ending

December 31 Principal Interest
2003 $ 65,8908 $ 22,391
2004 69,667 18,622
2005 73,652 14,638
2006 77,864 10,426
2007 82,318 5,972
2008 43,159 986
Total $ 412558 $ 73.035

Changesin Long-Term Liabilities

The following is a summary of the long-term debt transactions of the Arenafor the
year ended December 31, 2002.

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Notes payable
G.O. revenue notes $ 474928 $ - $ 62370 $ 412558 $ 65,898
Compensated absences 7,202 1,020 - 8,222 -
Advance from other
agencies 260,212 - 40,000 220,212

Arealce Arena

Long-Term Liabilities $ 742,342 $ 1020 $ 102370 $ 640992 $ 65,898
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MINNESOTA COUNTY
ANY CITY, MINNESOTA
Schedule 1
(Continued)

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ 2,776,545 % 3676545 $ 3,698,719 $ 22,174
Licenses and permits 55,570 65,570 74,700 9,130
I ntergovernmental 1,296,082 1,485,882 1,411,282 (74,600)
Charges for services 1,411,260 1,511,260 1,646,062 134,802
Fines and forfeits 130,000 130,000 174,160 44,160
Gifts and contributions 2,850 2,850 9,823 6,973
Investment earnings 250,000 400,000 564,845 164,845
Miscellaneous 216,428 591,428 341,568 (249,860)
Total Revenues $ 6,138,735 $ 7,863,535 $ 7,921,159 % 57,624
Expenditures
Current
General government
Commissioners $ 150,000 $ 176,000 $ 176,943 % (943)
Courts 300,000 375,000 369,903 5,097
County administration 190,000 265,000 106,771 158,229
Personnel 30,000 37,500 37,130 370
County auditor 275,000 325,000 285,394 39,606
License bureau 60,000 77,500 74,929 2,571
County treasurer 130,000 160,000 154,669 5,331
County assessor 225,000 300,000 295,818 4,182
Elections - 5,000 3,370 1,630
Purchasing 150,000 250,000 180,704 69,296
Remonumentation 35,000 40,000 35,403 4,597
Data processing 100,000 200,000 185,148 14,852
Attorney 250,000 300,000 296,819 3,181
Law library 10,000 15,000 14,977 23
Recorder 225,000 255,000 255,943 (943)
Surveyor 4,000 4,000 3,663 337
Planning and zoning 120,000 145,000 134,607 10,393
Buildings and plant 45,000 50,000 52,708 (2,708)
Maintenance 260,000 300,000 303,073 (3,073)
Veterans service officer 75,000 90,000 89,105 895
Total general government $ 2634000 $ 3,370,000 $ 3,057,077 % 312,923
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 1
(Continued)
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Expenditures
Current (Continued)
Public safety
Sheriff $ 1,000000 ¢ 1150000 ¢ 1225635 ¢ (75,635)
Boat and water safety 30,000 32,000 30,635 1,365
Emergency services 125,000 160,000 156,819 3181
Coroner 20,000 20,000 17,875 2,125
Law enforcement center 500,000 750,000 721,750 28,250
Probation and parole 200,000 270,000 258,521 11,479
Total public safety $ 1,875,000 $ 2,382,000 $ 2,411,235 $ (29,235)
Health
Nursing service $ 900,000 $ 1,225,000 $ 1,206,334 $ 18,666
Cultureand recreation
Historical society $ 51,000 ¢ 51,000 $ 50,680 ¢ 320
Parks 50,000 70,000 65,385 4,615
Senior citizens 22,000 22,000 22532 (532)
Regional library 200,000 275,000 268,646 6,354
Arena 60,000 60,000 69,994 (9,994)
Other 12,380 13,180 12,842 338
Total cultureand recreation $ 395380 $ 491,180 $ 490,079 $ 1,101
Conservation of natural resour ces
Cooperative extension $ 150000 ¢ 170,000 ¢ 170121 ¢ (121)
Soil and water conservation 150,000 190,000 125,463 64,537
Agricultural inspections 8,355 8,355 8417 (62)
Agricultural society/county fair 26,000 26,000 25,678 322
Total conservation of natural resources $ 334,355 $ 394,355 $ 329,679 $ 64,676
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 1
(Continued)
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Expenditures
Current (Continued)
Economic development
Community development $ - $ 1,000 $ 1,000 $ -
Debt service
Principal $ - $ - $ 37575 $ (37,575)
Interest $ - $ - $ 6,206 $ (6,206)
Total Expenditures $ 6,138,735 $ 7,863,535 $ 7,539,185 $ 324,350
Excess of Revenues Over (Under)
Expenditures $ - $ - $ 381,974 $ 381,974
Other Financing Sour ces (Uses)
Transfersin $ - ¢ - $ 50000 ¢ 50,000
Transfers out - - (103,298) (103,298)
Proceeds from sale of assets - - 13,467 13,467
Total Other Financing Sour ces (Uses) $ - $ - $ (39,831) $ (39,831)
Net Changein Fund Balance $ - $ - $ 342,143 % 342,143
Fund Balance - January 1 1,918,324 1,918,324 1,918,324 -
Fund Balance - December 31 $ 1918324 $ 1918324 $ 2,260,467 $ 342,143
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Revenues
Taxes
Intergovernmental
Chargesfor services
Miscellaneous

Total Revenues

Expenditures
Current
Highway and streets
Administration
Maintenance
Construction
Equipment maintenance and shop

Total highways and streets

Debt service
Principal

Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Proceeds from sale of assets
Compensation for the loss of capital assets
Proceeds from capital lease
Total Other Financing Sour ces (Uses)
Net Changein Fund Balance
Fund Balance - January 1
Increase (decrease) in reserved for
inventories

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 2
BUDGETARY COMPARISON SCHEDULE
ROAD AND BRIDGE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 2069685 ¢ 2,069,685 2107561 ¢ 37,876
4,623,962 4,547,848 4,353,587 (194,261)
484,000 484,000 74,852 (409,148)
15,000 15,000 1,460 (13,540)
$ 7,192,647 $ 7,116,533 6,537,460 $ (579,073)
$ 587,143 ¢ 587,143 301,348 ¢ 285,795
1,930,580 1,930,580 1,779,445 151,135
4,333,000 4,209,000 3,716,482 492,518
389,810 389,810 507,145 (117,335)
$ 7,240,533 $ 7,116,533 6,304,420 $ 812,113
- - 269,184 (269,184)
- - 5,749 (5,749)
$ 7,240,533 $ 7,116,533 6,579,353 $ 537,180
$ (47,886) $ - (41,893) $ (41,893)
$ - ¢ - 4209 ¢ 4,209
- - 5572 5,572
- - 49,407 49,407
$ - $ - 59,188 $ 59,188
$ (47,886) $ - 17295 $ 17,295
4,706,346 4,706,346 4,706,346 -

$ 4,658,460 $

- 690 690
4,706,346 $/4,724,331 $ 17,985

Governments have the option of using the purchase or consumption
methods for inventory. This example shows the purchase method,
which requires adjustment to the consumption method at the

government-wide level.
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Revenues
Taxes
Intergovernmental
Chargesfor services
Miscellaneous

Total Revenues
Expenditures
Current
Human services
Income maintenance
Social services
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfersin
Transfers out
Total Other Financing Sour ces (Uses)
Net Changein Fund Balance

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 3
BUDGETARY COMPARISON SCHEDULE
HUMAN SERVICESFUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 1500000 ¢ 1,500,000 1,518,490 18,490
3,661,508 3,661,508 3,662,148 640
100,000 100,000 209,416 109,416
150,000 150,000 311,427 161,427
$ 5,411,508 $ 5,411,508 5,701,481 289,973
$ 1,179,709 ¢ 1,179,709 1,192,560 (12,851)
4,231,799 4,231,799 4,294,425 (62,626)
$ 5,411,508 $ 5,411,508 5,486,985 (75,477)
$ - $ - 214,496 214,496
$ - ¢ - 150,000 150,000
R - (150,000) (150,000)
$ - $ - - -
$ - $ - 214,496 214,496
242,308 242,308 242,308 -
$ 242,308 $ 242,308 456,804 214,496
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Revenues
Specia assessments

Expenditures
Current
Conservation
Ditch maintenance
Debt service
Principal
Interest

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULES

DITCH FUND

FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 4

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 105,000 $ 105,000 111,201 $ 6,201
$ 15,000 $ 15,000 46,399 $ (31,399)
35,000 35,000 35,000 -
55,000 55,000 55,113 (113)
$ 105,000 $ 105,000 136512  $ (31,512)
$ - $ - (25,311) $ (25,311)
(72,167) (72,167) (72,167) -
$ (72,167) _$ (72,167) (97,478) $ (25,311)
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2002

Budgetary information

Annua budgets are adopted on a basis consistent with generally accepted accounting
principlesfor al governmental funds, except the Forfeited Tax Special Revenue Fund and
the permanent funds, which are not budgeted. The capital projects funds adopt project-length
budgets. All annual appropriations lapse at fiscal year-end.

On or before mid-June of each year, al departments and agencies submit requests for
appropriations to the County Auditor so that a budget can be prepared. Before October 31,
the proposed budget is presented to the County Board for review. The Board holds public
hearings, and afinal budget must be prepared and adopted no later that December 31.

The appropriated budget is prepared by fund, function, and department. The County’s
department head may make transfers of appropriations within a department. Transfers of
appropriations between departments require approval of the County Board. The legal level
of budgetary control (i.e., the level a which expenditures may not legally exceed
appropriations) is the fund level. During the year, the Board made the supplemental
budgetary appropriations of $1,724,800 in the General Fund. Supplemental budgetary
appropriations in other funds were not considered significant.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase
orders, contracts) outstanding at year-end are reported as reservations of fund balances and
do not constitute expenditures or liabilities because the commitments will be reapportioned
and honored during the subsequent year.

Excess of Expenditures Over Appropriations

For the year ended December 31, 2002, expenditures exceeded appropriationsin the Human
Services Special Revenue Fund and the Ditch Special Revenue Fund (the legal level of
budgetary control) by $75,477 and $31,512 respectively. These over-expenditures were
funded by greater than anticipated revenues in the case of the Human Services Fund.
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GOVERNMENTAL FUNDS



Assets

Cash and pooled investments
Petty cash and change funds
Undistributed cash in agency funds
Cash with escrow agent
Investments
Taxes receivable
Current
Prior
Special assessments receivable
Current
Prior
Noncurrent
Accounts receivable
Accrued interest receivable
Due from other funds
Due from other governments
Advance to other funds

Total Assets

Liabilitiesand Fund Balances

Liabilities
Accounts payable
Salaries payable
Contracts payable
Due to other funds
Due to other governments
Deferred revenue - unavailable
Deferred revenue - unearned
Advance from other funds

Total Liabilities

Fund Balances
Reserved for encumbrances
Reserved for victim assistance
Reserved for conservation
Reserved for gravel pit closure
Reserved for endowments
Unreserved
Designated for debt service
Designated for future expenditures

Designated for capital improvements

Designated for landfill closure
Undesignated

Total Fund Balances

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2002

Statement 1

Total Nonmajor

Special Debt Capital Governmental
Revenue Service Projects Permanent Funds
(Statement 3) (Statement 5) (Statement 7) (Statement 9) (Exhibit 3)

$ 2393952 $ 1038487 $ 440525 $ 78850 % 3,951,814

100 - - - 100

5,166 10,250 - - 15,416

- 202,844 - - 202,844

- - 500,000 100,530 600,530

321 13,790 - - 14,111

77 5,412 - - 6,189

2,942 - - - 2,942

3,536 - - - 3,536

341,104 - - - 341,104

62,407 - - - 62,407

- 263 5,575 75 5,913

- 66,123 - - 66,123

20,735 - 229,060 - 249,795

- 60,712 - - 60,712

$ 2831040 $ 139781 $ 1175160 $ 179,455 $ 5,583,536

$ 20640 $ - $ 19512 $ 250 % 40,402

8,209 - - - 8,209

- - 79,558 - 79,558

110,762 - 66,123 - 176,885

59,617 - 3,155 - 62,772

348,460 17,880 - - 366,340

59,156 - - - 59,156

- - 60,712 - 60,712

$ 606,844 $ 17880 $ 229,060 $ 250 % 854,034

$ 35000 $ - $ - $ - $ 35,000

8,979 - - - 8,979

- - - 7,355 7,355

254,914 - - - 254,914

- - - 110,561 110,561

- 1,380,001 - - 1,380,001

10,725 - - - 10,725

- - 946,100 - 946,100

1,587,197 - - - 1,587,197

327,381 - - 61,289 388,670

$ 2224196 $ 1380001 $ 946,100 $ 179,205 $ 4,729,502

$ 2831040 $ 139781 $ 1175160 $ 179,455 $ 5,583,536
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Revenues
Taxes
Special assessments
Licenses and permits
Intergovernmental
Chargesfor services
Finesand forfeits
Giftsand contributions
Investment earnings
Miscellaneous

Total Revenues

Expenditures

Current
General government
Public safety
Sanitation
Health
Culture and recreation
Conservation
Economic development

Capital outlay

Debt service
Principal
Interest

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfersin
Transfers out
Loansissued
Transfersto component unit

Total Other Financing
Sour ces (Uses)

Net Changein Fund Balances

Fund Balance- January 1

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 2
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Total Nonmajor
Special Debt Capital Governmental
Revenue Service Projects Permanent Funds
(Statement 4) (Statement 6) (Statement 8) (Statement 10) (Exhibit 5)
$ 152,727 ¢ 1,007,603 ¢ - $ - ¢ 1,160,330
231,74 - - - 231,754
33,966 - - - 33,966
385,378 6,506 1,087,528 - 1479412
17,507 - - - 17,507
5,000 - - - 5,000
- - - 18,749 18,749
669 7111 49,481 24,295 81,556
32,558 67,339 554,040 - 653,937
$ 859,559 $ 1,088,559 $ 1,691,049 $ 43,044 $ 3,682,211
¢ 9927 ¢ - ¢ - $ - ¢ 9,927
61,339 - - - 61,339
266,259 - - - 266,259
123,028 - - - 123028
205,149 - - 6,207 211,356
99,542 - - 250 99,792
50,250 - - - 50,250
- - 1,526,937 - 1,526,937
- 280,000 - - 280,000
- 421,134 - - 421,184
$ 815494 $ 701,184 $ 1,526,937 $ 6,457 $ 3,050,072
$ 44,065 $ 387,375 $ 164,112  $ 36,587 $ 632,139
¢ 208098 ¢ 193566 ¢ - ¢ - ¢ 401,664
(206,331) - (193,566) - (399,897)
50,000 - - - 50,000
(60,000) - - - (60,000)
$ (8233) $ 193,566 $ (193,566) $ - $ (8,233)
$ 35832 $ 580,941 $ (29,454) $ 36,587 $ 623,906
2,188,364 799,060 975,554 142,618 4,105,596
$ 2,224,196 $ 1,380,001 $ 946,100 $ 179,205 $ 4,729,502

Fund Balance - December 31
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Assets

Cash and pooled investments
Petty cash and change funds
Undistributed cash in agency funds
Taxes receivable
Current
Prior
Specia assessments receivable
Current
Prior
Noncurrent
Accounts receivable
Due from other governments

Total Assets

Liabilities and Fund Balances

Liabilities
Accounts payable
Salaries payable
Due to other funds
Due to other governments
Deferred revenue - unavailable
Deferred revenue - unearned

Total Liabilities

Fund Balances
Reserved for encumbrances
Reserved for victim assistance
Reserved for gravel pit closure
Unreserved
Designated for future expenditures
Designated for landfill closure
Undesignated

Total Fund Balances

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
DECEMBER 31, 2002

Environmental Revolving
Health Assistance Loan
$ 1,727,614 5,900 154,567
2,841 - -
321 - -
2,942 - -
3,536 - -
- - 341,104
10,710 10,025 -
$ 1,747,964 15,925 495,671
$ 19,698 8 -
4,984 1,463 -
33,855 - -
11,844 121 -
6,799 - 341,104
33,587 5,354 -
$ 110,767 6,946 341,104
$ - - .
- 8,979 -
1,587,197 - -
50,000 - 154,567
$ 1,637,197 8,979 154,567
$ 1,747,964 15,925 495,671
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Statement 3

(Continued)
Regional
Railroad Gravel Total
Authority Tax Development (Statement 1)
143,080 278,354 $ 38,712 45,725 $ 2,393,952
100 - - - 100
2,325 - - - 5,166
- - - - 321
7 - - - 77
- - - - 2,942
- - - - 3,536
- - - - 341,104
- 62,407 - - 62,407
- - - - 20,735
146,282 340,761 $ 38,712 45,725 $ 2,831,040
934 - $ - - $ 20,640
1,762 - - - 8,209
- 62,407 14,500 - 110,762
- 23,440 24,212 - 59,617
557 - - - 348,460
20,215 - - - 59,156
23,468 85,847 $ 38,712 - $ 606,844
- - $ - 35,000 $ 35,000
- - - - 8,979
- 254,914 - - 254,914
- - - 10,725 10,725
- - - - 1,587,197
122,814 - - - 327,381
122,814 254,914 $ - 45,725 $ 2,224,196
146,282 340,761 $ 38,712 45,725 $ 2,831,040

Page 105



MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Environmental Victim
Health Assistance
Revenues
Taxes ¢ 16,440 ¢ -
Special assessments 95,787 -
Licenses and permits 33,966 -
Intergovernmental 198,031 57,029
Chargesfor services 13598 3,909
Finesand forfeits - 5,000
Investment earnings - -
Miscellaneous 4528 -
Total Revenues $ 362,350 $ 65,938
Expenditures
Current
General government ¢ - ¢ -
Public safety - 56,959
Sanitation 160,376 -
Health 93,028 -
Culture and recreation - -
Conservation 91,138 -
Economic devel opment - -
Total Expenditures $ 344,542 $ 56,959
Excess of Revenues Over (Under) Expenditures $ 17,808 $ 8,979
Other Financing Sour ces (Uses)
Transfersin $ 208,098 ¢ -
Transfers out (200,000) -
Loan issued 50,000 -
Transfersto component unit - -
Total Other Financing Sour ces (Uses) $ 58,098 $ -
Net Changein Fund Balances $ 75,906 $ 8,979
Fund Balance - January 1 1,561,291 -
Fund Balance - December 31 $ 1,637,197 $ 8,979
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Statement 4

(Continued)
Regional
Revolving Railroad Grave Total
Loan Authority Tax Development (Statement 2)

- 133,857 2430 - 152,727
135,967 - - - 231,754

- - - - 33,966

- 23344 - 106,974 385,378

- - - - 17,507

- - - - 5,000

- 669 - - 669

- 28,030 - - 32,558
135,967 185,900 2,430 106,974 859,559
B - - 9,927 9,927

_ - - 4,380 61,339
105,883 - - - 266,259
- - - 30,000 123,028

- 174,349 - 30,800 205,149

- - 1,376 7,028 99,542

_ - - 50,250 50,250
105,883 174,349 1,376 132,385 815,494
30,084 11,551 1,054 (25,411) 44,065
(6,331) - - - (206,331)

- - - - 50,000

- - - (60,000) (60,000)
(6,331) - - (60,000) (8,233)
23,753 11,551 1,054 (85,411) 35,832
130,814 111,263 253,860 131,136 2,188,364
154,567 122,814 254,914 45,725 2,224,196
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Assets

Cash and pooled investments
Undistributed cash in agency funds
Cash with escrow agent
Taxesreceivable

Current

Prior
Accrued interest receivable
Due from other funds
Advance to other funds

Total Assets

Liabilities and Fund Balances

Liabilities
Deferred revenue - unavailable

Fund Balances
Designated for debt service

Total Liabilitiesand Fund
Balances

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 5
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DEBT SERVICE FUNDS
DECEMBER 31, 2002
County Courthouse General Sanitary Total

Jail Building Obligation Sewer (Statement 1)
612,370 $ 140641 % 227,311 $ 58,165 $ 1,038,487
5,874 4,376 - - 10,250
- 202,844 - - 202,844
7,594 1,903 4,293 - 13,790
1,701 885 2,826 - 5,412
- 263 - - 263
- - - 66,123 66,123
- - - 60,712 60,712
627,539 $ 350,912 % 234430 $ 185,000 $ 1,397,881
9295 $ 1,466 $ 7119 $ - $ 17,880
618,244 349,446 227,311 185,000 1,380,001
627,539 % 350912 % 234430 $ 185,000 $ 1,397,881
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Revenues
Taxes
Intergovernmental
Investment earnings
Miscellaneous

Total Revenues
Expenditures
Debt service
Principal
Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfersin

Net Changein Fund Balances
Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 6
COMBINING STATEMENT OF REVENUES EXPENDITURES,
AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
DEBT SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
County Courthouse General Sanitary Total
Jail Building Obligation Sewer (Statement 2)
¢ 392084 ¢ 1536% ¢ 461823 ¢ - 1,007,603
5,512 225 769 - 6,506
- 7,111 - - 7,111
67,339 - - - 67,339
$ 464,935 $ 161,032 $ 462,592 $ - 1,088,559
¢ 105000 ¢ 40000 ¢ 135000 ¢ - 280,000
118,785 105,385 188,448 8,566 421,184
$ 223,785 $ 145,385 $ 323,448 $ 8,566 701,184
$ 241,150 $ 15,647 $ 139,144 $ (8,566) 387,375
- - - 193,566 193,566
$ 241,150 $ 15,647 $ 139,144 $ 185,000 580,941
377,094 333,799 88,167 - 799,060
$ 618,244 $ 349,446 $ 227,311 $ 185,000 1,380,001
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Assets

Cash and pooled investments
Investments

Accrued interest receivable
Due from other governments

Total Assets

Liabilities and Fund Balances

Liabilities
Accounts payable
Contracts payable
Dueto other funds
Due to other governments
Advance from other funds

Total Liabilities
Fund Balances
Unreserved

Designated for capital improvements

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 7
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
CAPITAL PROJECTSFUNDS
DECEMBER 31, 2002
Permanent Jail Sanitary Total
Improvement Construction Sewer (Statement 1)
$ 374591  $ 65,934 - 440,525
- 500,000 - 500,000
3,592 1,983 - 5,575
- - 229,060 229,060
$ 378,183 $ 567,917 229,060 1,175,160
$ - $ - 19,512 19,512
- - 79,558 79,558
- - 66,123 66,123
- - 3,155 3,155
- - 60,712 60,712
$ - $ - 229,060 229,060
378,183 567,917 - 946,100
$ 378,183 $ 567,917 229,060 1,175,160
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Revenues
Intergovernmental
Investment earnings
Miscellaneous

Total Revenues
Expenditures
Capital outlay
General government
Public safety
Sanitation
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sour ces (Uses)
Transfers out

Net Changein Fund Balances
Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 8
COMBINING STATEMENT OF REVENUES EXPENDITURES,
AND CHANGESIN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
CAPITAL PROJECTSFUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Permanent Jail Sanitary Total
Improvement Construction Sewer (Statement 2)

$ - - 1,087,528 1,087,528
25,776 23,705 - 49,481

6,340 547,700 - 554,040

$ 32,116 571,405 1,087,528 1,691,049

$ 222,390 - - 222,390
153,015 74,570 - 227,585

- - 1,076,962 1,076,962

$ 375,405 74,570 1,076,962 1,526,937

$ (343,289) 496,835 10,566 164,112

_ - (193,566) (193,566)
$ (343,289) 496,835 (183,000) (29,454)
721,472 71,082 183,000 975,554

$ 378,183 567,917 - 946,100
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Assets

Cash and pooled investments
Investments
Accrued interest receivable

Total Assets

Liabilities and Fund Balances

Liabilities
Accounts payable

Fund Balances
Reserved for endowments
Reserved for conservation

Unreserved
Undesignated

Total Fund Balances

Total Liabilitiesand Fund Balances

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 9
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
PERMANENT FUNDS
DECEMBER 31, 2002
Conservation Total
Reserve Cemetery (Statement 1)

$ 57,605 21,245 78,850

- 100,530 100,530

- 75 75

$ 57,605 121,850 179,455

$ 250 - 250

$ 50,000 60,561 110,561

7,355 - 7,355

- 61,289 61,289

$ 57,355 121,850 179,205

$ 57,605 121,850 179,455
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MINNESOTA COUNTY

ANY CITY, MINNESOTA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

NONMAJOR GOVERNMENTAL FUNDS

PERMANENT FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2002

Statement 10

Conservation Total
Reserve Cemetery (Statement 2)
Revenues
Gifts and contributions $ - 18,749 18,749
Investment earnings 1,938 22,357 24,295
Total Revenues $ 1,938 41,106 43,044
Expenditures
Current
Culture and recreation $ - 6,207 6,207
Conservation 250 - 250
Total Expenditures $ 250 6,207 6,457
Excess of Revenues Over (Under)
Expenditures $ 1,688 34,899 36,587
Fund Balance - January 1 55,667 86,951 142,618
Fund Balance - December 31 $ 57,355 121,850 179,205
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 5
BUDGETARY COMPARISON SCHEDULE
ENVIRONMENTAL HEALTH SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ - ¢ 17000 ¢ 16440 ¢ (560)
Special assessments - 93,000 95,787 2,787
Licenses and permits 29,100 29,100 33,966 4,866
Intergovernmental 196,705 196,705 198,031 1,326
Chargesfor services 14,200 14,200 13,598 (602)
Miscellaneous 67,826 67,826 4528 (63,298)
Total Revenues $ 307,831 $ 417831 % 362,350 $ (55,481)
Expenditures
Current
Sanitation
Solid waste $ 157654 ¢ 157654 ¢ 160376 ¢ (2,722)
Health
County health officer 99,804 99,804 93,028 6,776
Conservation
Water planning 189,847 189,847 91,138 98,709
Total Expenditures $ 447305 $ 447305 $ 344542 % 102,763
Excess of Revenues Over (Under)
Expenditures $ (139,474) $ (29,474) % 17,808 $ 47,282
Other Financing Sour ces (Uses)
Transfersin $ - ¢ - $ 208098 ¢ 208,098
Transfers out - - (200,000) (200,000
Proceeds from loan - - 50,000 50,000
Total Other Financing
Sour ces (Uses) $ - $ - $ 58,098 $ 58,098
Net Changein Fund Balance $ (139,474) $ (29,474) $ 75,906 $ 105,380
Fund Balance - January 1 1,561,291 1,561,291 1,561,291 -
Fund Balance - December 31 $ 1421817 $ 1,531,817 $ 1,637,197 $ 105,380
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Revenues
Intergovernmental
Charges for services
Fines and forfeits

Total Revenues
Expenditures
Current
Public safety
Victim assistance

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULE

VICTIM ASSISTANCE SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 6

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 45,000 60,000 57,029 $ (2,971)
1,000 1,000 3,909 2,909
- - 5,000 5,000
$ 46,000 61,000 65938 $ 4,938
46,000 61,000 56,959 4,041
$ - - 8979 $ 8,979
$ - - 8979 § 8,979
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 7
BUDGETARY COMPARISON SCHEDULES
REVOLVING LOAN FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Special assessments $ 100000 ¢ 100000 ¢ 105967 ¢ 5,967
Expenditures
Current
Sanitation
Other 80,000 80,000 75,883 4117
Excess of Revenues Over (Under)
Expenditures $ 20,000 $ 20,000 $ 30,084 $ 10,084
Other Financing Sour ces (Uses)
Transfers out - - (6,331) (6,331)
Net Changein Fund Balance $ 20,000 $ 20,000 $ 23,753 $ 3,753
Fund Balance - January 1 130,814 130,814 130,814 -
Fund Balance - December 31 $ 150,814 $ 150,814 $ 154,567 $ 3,753
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 8
BUDGETARY COMPARISON SCHEDULE
REGIONAL RAILROAD AUTHORITY SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variance with
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes $ 156,315 $ 156,315 $ 133857 % (22,458)
Intergovernmental - - 23,344 23,344
Interest on investments 2,000 2,000 669 (1,331)
Miscellaneous 26,394 26,394 28,030 1,636
Total Revenues $ 184,709 $ 184,709 $ 185900 $ 1,191
Expenditures
Current
Culture and recreation
Regional railroad 184,709 184,709 174,349 10,360
Excess of Revenues Over (Under)
Expenditures $ - $ - $ 11551 $ 11,551
Fund Balance - January 1 111,263 111,263 111,263 -
Fund Balance - December 31 $ 111,263 $ 111,263 $ 122814 % 11,551
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Revenues
Taxes

Expenditures
Current
Conservation
Other

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULE
GRAVEL TAX SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 9

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 2,500 2,500 2,430 (70)
2,500 2,500 1,376 1,124
$ - - 1,054 1,054
253,860 253,860 253,860 -
$ 253,860 253,860 254,914 1,054
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MINNESOTA COUNTY
ANY CITY, MINNESOTA
Schedule 10
(Continued)

BUDGETARY COMPARISON SCHEDULE
DEVELOPMENT SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Intergovernmental $ 132,000 $ 132,000 $ 106,974 $ (25,026)
Expenditures
Current
General government
Remonumentation $ 10,000 $ 10,000 $ 9927 $ 73
Public safety
Fire protection $ - $ - $ 138 $ (1,380)
Other public safety - - 3,000 (3,000)
Total public safety $ - $ - $ 4380 $ (4,380)
Health
Health center $ - $ - $ 30,000 $ (30,000)
Cultureand recreation
Historical society $ - $ - $ 800 $ (800)
Parks 25,000 25,000 25,000 -
Senior citizens 5,000 5,000 5,000 -
Total cultureand recreation $ 30,000 $ 30,000 $ 30,800 $ (800)
Conservation
Agricultural society $ 2700 $ 2700 $ 4228 $ (1,528)
Land use 5,000 5,000 2,500 2,500
Other 7,300 7,300 300 7,000
Total conservation $ 15000 $ 15000 $ 7,028 $ 7,972
Economic development
Community development $ 15000 $ 15000 $ 50,000 $ (35,000)
Other economic devel opment 2,000 2,000 250 1,750
Total economic development $ 17,000 $ 17,000 $ 50,250 $ (33,250)
Total Expenditures $ 72000 $ 72000 $ 132,385 % (60,385)

Page 119



MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 10
(Continued)
BUDGETARY COMPARISON SCHEDULE
DEVELOPMENT SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Excess of Revenues Over (Under)
Expenditures $ 60,000 ¢ 60000 ¢ (25411) ¢ (85,411)
Other Financing Sour ces (Uses)
Transfers to component unit (60,000) (60,000) (60,000) -
Net Changein Fund Balance $ - $ - $ (85,411) $ (85,411)
Fund Balance - January 1 131,136 131,136 131,136 -
Fund Balance - December 31 $ 131,136 $ 131,136 $ 45725 3% (85,411)
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Revenues
Taxes
Intergovernmental
Miscellaneous

Total Revenues
Expenditures
Debt service
Principal
Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULE
COUNTY JAIL DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 11

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 390,000 $ 390,000 392,084 2,084
- - 5,512 5,512
70,000 70,000 67,339 (2,661)
$ 460,000 $ 460,000 464,935 4,935
$ 105,000 $ 105,000 105,000 -
120,000 120,000 118,785 1,215
$ 225000 $ 225,000 223,785 1,215
$ 235000 $ 235,000 241,150 6,150
377,094 377,094 377,094 -
$ 612,094 $ 612,094 618,244 6,150
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Revenues
Taxes
Intergovernmental
Interest on investments

Total Revenues
Expenditures
Debt service
Principal
Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULE

COURTHOUSE BUILDING DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 12

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

$ 155,000 $ 155,000 153,696 (1,304)

- - 225 225

7,500 7,500 7,111 (389)

$ 162,500 $ 162,500 161,032 (1,468)
$ 40,000 $ 40,000 40,000 -

105,500 105,500 105,385 115

$ 145500 $ 145,500 145,385 115

$ 17,000 $ 17,000 15,647 (1,353)
333,799 333,799 333,799 -

$ 350,799 $ 350,799 349,446 (1,353)
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Revenues
Taxes
Intergovernmental
Interest on investments

Total Revenues
Expenditures
Debt service
Principal
Interest
Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

BUDGETARY COMPARISON SCHEDULE

GENERAL OBLIGATION DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002

Schedule 13

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 462,000 $ 462,000 461,823 $ a77)
- - 769 769
$ 462,000 $ 462,000 462,592 % 592
$ 135,000 $ 135,000 135,000 $ -
190,000 190,000 188,448 1,552
$ 325,000 $ 325,000 323,448 % 1,552
$ 137,000 $ 137,000 139,144 % 2,144
88,167 88,167 88,167 -
$ 225,167 $ 225,167 227311 $ 2,144
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Expenditures
Debt service
Interest

Other Financing Sour ces (Uses)
Transfersin

Net Changein Fund Balance
Fund Balance - January 1

Fund Balance - December 31

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 14
BUDGETARY COMPARISON SCHEDULE
SANITARY SEWER DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31, 2002
Variancewith
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ - ¢ 8570 8,566 4
- 193,500 193,566 66
$ - $ 184,930 185,000 70
$ - $ 184,930 185,000 70
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PROPRIETARY FUNDS



COMBINING STATEMENT OF NET ASSETS
INTERNAL SERVICE FUNDS

Assets
Current assets
Cash and pooled investments
Investments

Accrued interest receivable
Due from other funds

Due from other governments
Inventories

Prepaid items

Total current assets
Noncurrent assets
Capital assets
Depreciable (net)
Total Assets
Liabilities
Current liabilities
Accounts payable
Compensated absences payable
Due to other funds
Total current liabilities
Noncurrent liabilities
Advance from other funds
Compensated absences payable - long-term
Claims and judgments payable - long-term
Total noncurrent liabilities
Total Liabilities
Net Assets

Invested in capital assets net of related debt
Unrestricted

Total Net Assets

MINNESOTA COUNTY

DECEMBER 31, 2002

ANY CITY, MINNESOTA

Self-Insurance

Central Garage

Statement 11

Total

$ 862,431 $ 36,000 898,431
- 17,200 17,200

- 2,200 2,200

- 63,700 63,700

- 4,200 4,200

- 23,100 23,100

- 37,800 37,800

$ 862,431 $ 184,200 1,046,631
- 2,313,300 2,313,300

$ 862431 $ 2,497,500 3,359,931
$ 143,693 $ 228,700 372,393
- 2,000 2,000

- 18,700 18,700

$ 143693 $ 249,400 393,093
$ - $ 31,600 31,600
- 3,100 3,100

132,766 - 132,766

$ 132,766  $ 34,700 167,466
$ 276,459 $ 284,100 560,559
$ - $ 2,313,300 2,313,300
585,972 (99,900) 486,072

$ 585972 $ 2,213,400 2,799,372
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MINNESOTA COUNTY
ANY CITY, MINNESOTA
Statement 12

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Self-Insurance Central Garage Total
Operating Revenues
Charges for services $ 1,670,202 $ 1,264,400 $ 2,934,602
Operating Expenses
Claims paid $ 1,672,163 $ - $ 1,672,163
Administrative and fiscal services - 70,600 70,600
Other services and charges - 772,900 772,900
Depreciation - 419,300 419,300
Total Operating Expenses $ 1,672,163 $ 1,262,800 $ 2,934,963
Operating Income (L 0ss) $ (1,91) $ 1600 $ (361)
Nonoper ating Revenues (Expenses)
Interest income - 6,300 6,300
Net Income (L oss) Before Transfers
and Contributions $ (1,91) $ 7900 $ 5,939
Transfersin - 2,205,500 2,205,500
Changein Net Assets $ (1,91) $ 2,213,400 $ 2,211,439
Net Assets - January 1 587,933 - 587,933
Net Assets - December 31 $ 585972 $ 2,213,400 $ 2,799,372
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2002

Increase (Decrease) in Cash and Cash Equivalents

Self-Insurance

Central Garage

Statement 13
(Continued)

Total

Cash Flows from Operating Activities

Receipts from customers and users $ - $ 124,000 124,000
Receipts from internal services provided 1,935,326 1,072,000 3,007,326
Payments to suppliers (1,852,355) (599,800) (2,452,155)
Payments to employees - (60,000) (60,000)
Net cash provided by (used in) operating activities $ 82971 $ 536,200 619,171
Cash Flows from Noncapital Financing Activities
Advance from other funds $ - $ 40,000 40,000
Cash Flowsfrom Capital and Related Financing Activities
Capital contributions $ - $ 45,200 45,200
Purchases of capital assets - (572,300) (572,300)
Net cash provided by (used in) capital and related
financing activities $ - $ (527,100) (527,100)
Cash Flows from Investing Activities
Proceeds from sales and maturities of investments $ - $ 31,100 31,100
Purchases of investments - (48,300) (48,300)
Investment earnings received - 4,100 4,100
Net cash provided by (used in) investing activities $ - $ (13,100) (13,100)
Net Increase (Decrease) in Cash and Cash Equivalents $ 82971 $ 36,000 118,971
Cash and Cash Equivalentsat January 1 779,460 - 779,460
Cash and Cash Equivalents at December 31 $ 862,431 $ 36,000 898,431
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MINNESOTA COUNTY

ANY CITY, MINNESOTA

COMBINING STATEMENT OF CASH FLOWS

INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2002
Increase (Decrease) in Cash and Cash Equivalents

Reconciliation of operating incometo net cash provided by
(used in) operating activities
Operating income

Adjustments to reconcile operating income to net cash provided by
(used in) operating activities
Depreciation expense
(Increase) decrease in due from other governments
(Increase) decrease in due from other funds
(Increase) decrease in inventories
(Increase) decrease in prepaid items
Increase (decrease) in accounts payable
Increase (decrease) in compensated absences payable
Increase (decrease) in due to other funds
Increase (decrease) in claims payable

Total adjustments
Net Cash Provided by Operating Activities
Noncash Investing, Capital, and Financing Activities

Contributions of general capital assets from County
Capital asset trade-ins

Statement 13
(Continued)
Self-Insurance Central Garage Total
$ (1,91 $ 1600 $ (361)
$ - $ 419300 $ 419,300
- (4,200) (4,200)
- (63,700) (63,700)
- (23,100) (23,100)
- (37,800) (37,800)
143,693 228,700 372,393
- 5,100 5,100
- 10,300 10,300
(58,761) - (58,761)
$ 84932 $ 534,600 $ 619,532
$ 82971 $ 536,200 $ 619,171
$ - $ 2,160,300 $ 2,160,300
- 48,100 48,100
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FIDUCIARY FUNDS



MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 14
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
INVESTMENT TRUST FUNDS
DECEMBER 31, 2002
Family
Services
Cemetery Collaborative Total
Assets
Cash and cash equivalents $ 3239 % 363,101 366,340
Recelvables
Interest 72 846 918
Total Assets $ 3311 % 363,947 367,258
Liabilities
Accounts payable $ 103 $ - 103
Net Assets
Net assets, held in trust for pool participants $ 3208 $ 363,947 367,155
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 15
COMBINING STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
INVESTMENT TRUST FUNDS
DECEMBER 31, 2002
Family
Services
Cemetery Collaborative Total
Additions
Contributions from participants $ - $ 278,185 $ 278,185
Investment earnings
Interest $ 218 % 11965 $ 12,183
Net (decrease) in fair value of investments - (3,500) (3,500)
Total investment earnings $ 218 $ 8465 $ 8,683
Total Additions $ 218 % 286,650 $ 286,868
Deductions
Distributions to participants 214 218,829 219,043
Changein Net Assets $ 4 3 67,821 $ 67,825
Net Assets - January 1 3,204 296,126 299,330
Net Assets - December 31 $ 3208 $ 363947 $ 367,155
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Cash and cash equivalents
Investments

Short-term investments
Receivables

Interest

Total Assets

Accounts payable

Net assets, held in trust

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 16
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
PRIVATE-PURPOSE TRUST FUNDS
DECEMBER 31, 2002
Missing Cemetery
Heirs Perpetual Care Total
Assets

$ 9,107 8,151 17,258
- 61,850 61,850
130 753 883
$ 9,237 70,754 79,991

Liabilities
$ - 3,667 3,667

Net Assets
$ 9,237 67,087 76,324
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Additions
Trust deposits
Investment earnings
Interest
Net increase (decrease) in fair value of investments

Total Additions
Deductions
Payments in accordance with trust agreements
Payments to heirs
Total Deductions

Changein Net Assets

Net Assets - January 1

Statement 17
COMBINING STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
PRIVATE-PURPOSE TRUST FUNDS
DECEMBER 31, 2002
Missing Cemetery
Heirs Perpetual Care Total
$ 1,800 $ 1,100 2,900
130 3,576 3,706
250 1,250 1,500
$ 2180 $ 5,926 8,106
$ - $ 3,629 3,629
7,163 - 7,163
$ 7163 $ 3,629 10,792
$ (4,983 $ 2,297 (2,686)
14,220 64,790 79,010
$ 9237 % 67,087 76,324

Net Assets - December 31
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SNOWMOBILE TRAILS

Assets

Cash and pooled investments

Liabilities

Accounts payable

STATE REVENUE

Assets

Cash and pooled investments
Accounts receivable

Total Assets
Liabilities

Due to other governments

OTHER COLLECTIONS

Assets

Cash and pooled investments

Liabilities

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 18

(Continued)

COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Balance Balance

January 1 Additions Deductions December 31
$ 226 217,018 217,019 225
$ 226 217,018 217,019 225
$ 80,660 1,345,364 1,284,985 141,039
6,638 7,885 6,638 7,885
$ 87,298 1,353,249 1,291,623 148,924
$ 87,298 1,353,249 1,291,623 148,924
$ 4,692 140,697 132,950 12,439
$ 4,692 140,697 132,950 12,439

Accounts payable
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 18
(Continued)
COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Balance Balance
January 1 Additions Deductions December 31
COLLABORATIVE
Assets
Cash and pooled investments $ 1,360,679 $ 1,149,813 $ 979,764 $ 1,530,728
Due from other governments - 274,790 - 274,790
Total Assets $ 1,360,679 $ 1424603 $ 979,764 $ 1,805,518
Liabilities
Due to other governments $ 1,360,679 $ 1,424,603 $ 979,764 $ 1,805,518
COLLECTIONSFOR OTHER
AGENCIES
Assets
Cash and pooled investments $ 19373 $ 192,294 $ 195,084 $ 16,583
Liabilities
Due to other governments $ 19373 $ 192294 $ 195084 $ 16,583
TAXESAND PENALTIES
Assets
Cash and pooled investments $ 884560 $ 17,165,042 $ 16,997,990 $ 1,051,612
Liabilities
Due to other governments $ 884,560 $ 17,165,042 $ 16,997,990 $ 1,051,612

Page 134



TOTAL ALL AGENCY FUNDS

Assets
Cash and pooled investments
Accounts receivable
Due from other governments

Total Assets

Liabilities

Accounts payable
Due to other governments

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 18

(Continued)

COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Balance Balance

January 1 Additions Deductions December 31
$ 2,350,190 20,210,228 19,807,792 2,752,626
6,638 7,885 6,638 7,885
- 274,790 - 274,790
$ 2,356,828 20,492,903 19,814,430 3,035,301
$ 4,918 357,715 349,969 12,664
2,351,910 20,135,188 19,464,461 3,022,637
$ 2,356,828 20,492,903 19,814,430 3,035,301

Total Liabilities
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 19
STATEMENT OF NET ASSETSAND GOVERNMENTAL FUND BALANCE SHEET
COMPONENT UNIT
AREA ICE ARENA
FOR THE YEAR ENDED DECEMBER 31, 2002
General Adjustments Statement
Fund (Note5.C.) of Net Assets
Assets
Cash and pooled investments 41,741 - $ 41,741
Accounts receivable 25,531 - 25,531
Due from other governments 69,553 - 69,553
Due from primary government 69,994 - 69,994
Capital assets
Depreciable (net) - 941,015 941,015
Total Assets 206,819 941,015 $ 1,147,834
Liabilities
Current liabilities
Accounts payable 4,287 - $ 4,287
Salaries payable 4,302 - 4,302
Accrued interest payable - 4,848 4,848
Advance from other governments 220,212 -
Long-term liabilities
Due within one year - 64,580 64,580
Due &fter one year - 356,200 576,412
Total Liabilities 228,801 425,628 $ 654,429
Fund Balance
Fund Balance
Unreserved
Undesignated (21,982) 21,982 $ -
Total Liabilitiesand Fund Balance 206,819
Net Assets
Invested in capital assets net of related debt 528,457 $ 528,457
Unrestricted (35,052) (35,052)
Total Net Assets 493,405 $ 493,405
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MINNESOTA COUNTY
ANY CITY, MINNESOTA

Statement 20
STATEMENT OF ACTIVITIESAND GOVERNMENTAL REVENUES,
EXPENDITURES, AND CHANGESIN FUND BALANCE
COMPONENT UNIT
AREA ICE ARENA
FOR THE YEAR ENDED DECEMBER 31, 2002
General Adjustments Statement
Fund (Note5.C.) of Activities
Revenues
I ntergovernmental $ 63,725 $ - 63,725
Charges for services 167,921 - 167,921
Miscellaneous 16,275 - 16,275
Total Revenues $ 247921 % - 247,921
Expenditures
Current
Culture and recreation $ 176,444 % 53,736 230,180
Capital outlay 10,750 (10,750) -
Debt service
Principal 62,370 (62,370) -
Interest 25,919 (732) 25,187
Total Expenditures $ 275483 $ (20,116) 255,367
Excess of Revenues Over (Under)
Expenditures $ (27,562) $ 20,116 (7,446)
Fund Balance - January 1 5,580 495,271 500,851
Fund Balance - December 31 $ (21,982) $ 515,387 493,405
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OTHER SCHEDULES



Shared Revenue
State

Highway users tax
Market value credit
Mobile home MVC
PERA rate reimbursement
Disparity reduction aid
Family preservation aid
Police aid
Criminal justice aid

Total Shared Revenue

Reimbur sement for Services
State
Minnesota Department of Human
Services

Payments
Local
City contribution
Local hedth
Local contributions
Paymentsin lieu of taxes

Total Payments

Grants
State

Minnesota Department/Board of
Administration
Crime Victim Services
Revenue
Education
Corrections
Public Safety
Transportation
Trade and Economic Security
Health
Natural Resources
Human Services
Soil and Water Resources
Veterans Services

Office of Environmental Assistance

Pollution Control Agency

Miscellaneous boards

Total State

MINNESOTA COUNTY
ANY CITY, MINNESOTA

Schedule 15
(Continued)
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2002
Total Total Total Total
Governmental Enterprise Primary Component
Funds Funds Government Units
$ 3,496,923 $ - $ 3,496,923 $ -
1,867,060 - 1,867,060 -
15,625 - 15,625 -
13,155 4,826 17,981 -
101,164 - 101,164 -
51,196 - 51,196 -
72,641 - 72,641 -
100,491 - 100,491 -
$ 5718255 $ 4826 $ 5,723,081 $ -
$ 1,156,674 $ - $ 1,156,674 $ -
$ 229,886 $ - $ 229886 $ -
- 800 800 -
- - - 63,725
135,141 - 135,141 -
$ 365,027 $ 800 $ 365,827 $ 63,725
$ 41582 $ - $ 41582 $ -
19,181 - 19,181 -
15,859 - 15,859 -
239,810 - 239,810 -
66,689 - 66,689 -
2,638 - 2,638 -
15,473 - 15,473 -
28,063 - 28,063 -
87,011 402,583 489,594 -
22,162 - 22,162 -
896,422 - 896,422 -
74,305 - 74,305 -
2,341 - 2,341 -
68,561 210,527 279,088 -
19,250 - 19,250 -
79,284 - 79,284 -
$ 1,678,631 $ 613,110 $ 2,291,741  $ -
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Schedule 15
(Continued)
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2002
Total Total Total Total
Governmental Enterprise Primary Component
Funds Funds Government Units
Grants (Continued)
Federal
Department of
Agriculture $ 995,038 $ 221,829 $ 1,216,867 $ -
HUD 71,936 - 71,936 218,333
Justice 92,027 - 92,027 -
Transportation 8,000 - 8,000 -
Emergency Management 13,080 - 13,080 -
Health and Human Services 807,761 93,244 901,005 -
Total Federal $ 1,987,842 $ 315073 $ 2,302,915 $ 218,333
Total State and Federal Grants $ 3,666,473 $ 928,183 $ 4,594,656 $ 218,333
Total Intergovernmental Revenue $ 10,906,429 $ 933,809 $ 11,840,238 $ 282,058
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Schedule 16
(Continued)
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Federal Grantor Federal
Pass-Through Agency CFDA Passed Through
Grant Program Title Number Expenditures to Subrecipients
U.S. Department of Agriculture
Passed Through Minnesota Department of Health
Specia Supplemental Nutrition Program for Women, Infants
and Children 10.557 221,829 $ -
Passed Through Minnesota Department of Human Services
Matching Grants for Food Stamp Program 10.561 7,509 -
Passed Through Minnesota Department of Agriculture
Water and Waste Disposal Systems for Rural Communities 10.760 987,529 -
Total U.S. Department of Agriculture 1,216,867 $ -
U.S. Department of Housing and Urban Development
Passed Through Minnesota Department of Trade and Economic
Development
Community Development Block Grant/State's Program 14.228 71,936 $ -
Direct
Section 8 Rental Voucher Program 14.855 136,395 -
Lower Income Housing Assistance Program 14.856 81,938 -
Total U.S. Department of Housing and Urban Development 290,269 $ -
U.S. Department of Justice
Passed Through Minnesota Department of Public Safety
Crime Victim Assistance Grant 16.575 37,848 $ -
Byrne Formula Grant Program 16.579 24,999 -
Direct
Public Safety Partnership and Community Policing Grants 16.710 29,180 -
Total U.S. Department of Justice 92,027 $ -
U.S. Department of Transportation
Passed Through Minnesota Department of Transportation
Boating Safety Financial Assistance 20.005 5,000 $ -
State and Community Highway Safety 20.600 3,000 -
Total U.S. Department of Transportation 8,000 $ -
Federal Emergency Management Administration
Passed Through Minnesota Department of Public Safety
Public Assistance Grants 83.544 9,080 -
Emergency Management Performance Grants 83.552 4,000 -
Total Federal Emergency Management Administration 13,080 $ -
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Schedule 16
(Continued)
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2002
Federal Grantor Federal
Pass-Through Agency CFDA Passed Through
Grant Program Title Number Expenditures to Subrecipients
U.S. Department of Health and Human Services
Passed Through Minnesota Department of Health
Centers for Disease Control and Prevention - Investigations
and Technical Assistance 93.283 $ 21,000 $ 21,000
Passed Through Minnesota Department of Human Services
Temporary Assistance for Needy Families 93.558 150,664 -
Passed Through Minnesota Department of Education
Child Care Mandatory and Matching Funds 93.596 170,437 -
Passed Through Minnesota Department of Human Services
Children's Justice Grants to States 93.643 737 -
Child Welfare Services - State Grants 93.645 8,561 -
Foster Care Title IV-E 93.658 171,787 -
Social Services Block Grant Title XX 93.667 260,314 26,503
Chafee Foster Care Independent Living 93.674 4,700 -
Passed Through Minnesota Department of Health
Block Grant - Prevention/Treatment of Substance Abuse 93.959 12,532 -
Maternal and Child Health Services Block Grant 93.994 100,273 59,712
Total U.S. Department of Health and Human Services $ 901,005 $ 107,215
Total Cash Awards $ 2,521,248 $ 107,215
Noncash Awards

U.S. Environmental Protection Agency
Passed Through Minnesota Department of Agriculture
Agricultural Best Management Loan Program (Ag BMP) loans 66.458 196,462

Total Federal Awards $ 2,717,710

Notes to Schedule of Expenditures of Federal Awards

1. The Schedule of Expenditures of Federal Awards presents the activity of federal award programs expended by Minnesota County.
The County's reporting entity is defined in Note 1 to the general purpose financial statements.

2. The expenditures on this schedule are on the basis of accounting used by the individual funds of the county. Governmental funds
use the modified accrual basis of accounting. The basis used for CFDA No. 66.458 is the value of new loans made during the year.

3. Pass-through grant numbers were not assigned by the pass-through agencies.

Page 141



This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES 4340

Reporting Page 1
SUBJECT:
Suggested Interim Reporting
PURPOSE:
To outline a number of desirable interim reports and illustrate the format for each report.
DISCUSSION:
Interim reports will be of benefit principaly to county officials. The reports should be
prepared in enough detail to be useful in financial decision making and should contain
comparative data on the reporting period and year-to-date as well as comparisons with the
approved budget.
All counties should consider preparing interim financial reports on a monthly and quarterly
basis. During months when a quarterly report is prepared, a monthly report need not be
compiled. The types of interim reports will vary depending on the needs of the individual
county. These reports should include the following statements as a minimum:

1. Combined Statement of Cash Position;

2.  Combined Statement of Cash Receipts, Transfers, and Disbursements (including
beginning and ending balances);

3. Statement of Estimated and Actual Revenues for individual funds; and

4.  Budget/Expenditure Reports for individual departments/programs/funds.

In some cases, counties will want to make use of certain other reports, particularly where
accounting for enterprise and internal service fundsisused. Also, the county finance officer
may want to report aforecast of cash requirements to the commissioners for the next reporting

period. To accomplish this, two other interim reports are suggested:

1. Comparative Statement of Revenue and Expense (for enterprise and internal service
funds); and
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SPECIFIC PRACTICES 4340

Reporting (Continued) Page 2

2. Combined Forecast of Cash Position--all funds.

Descriptions of Interim Reports

The following reports are illustrated beginning at page 3. They are models for
county use. In some cases, modifications will be necessary to fit special county needs;
however, the county should develop its reports in conformance with the suggested
formats to the greatest extent possible.

N

August 2003

The Combined Statement of Cash Position--Summarizes the actual short-term
assets (demand deposits and investments) in a county’ s accounts at a certain date.
In effect, it tells how much cash and easily liquidated assets the county has on hand
(as opposed to how much revenue it has collected or is due).

The Combined Statement of Cash Recelpts, Transfers, and Disbursements--Shows
the cash balance at the start of the reporting period, the inflows and outflows of
cash during the period, and the balance at the end of the period for each fund. This
statement is essential to the maintenance of sound cash management.

The Statement of Estimated and Actual Revenue--Compares estimated revenues
with actual receipts for the reporting period and year-to-date. This report is an
important management tool since it can help county officials identify possible
revenue shortages or surpluses early, thus allowing them to be dealt with
effectively.

Budget/Expenditure Report--Shows expenditures and encumbrances for the
reporting period and year-to-date and is compared with the approved budget. This
IS an important management report which can be used to analyze the rate of
spending against the original budget within a specific department. Thetotals for
each department can also be summarized for a report of total county spending
against the appropriated budget.

Combined Forecast of Cash Position--A statement of the estimated receipts and
disbursements for the coming month. For counties with active investment
programs, thisis a particularly important report since it can be used to estimate the
idle cash available for short-term investment.
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Reporting (Continued) Page 3

N  Comparative Statement of Revenues and Expenses--Should be used for county
enterprises. This statement is similar to the typical income statement prepared by
most businesses.

COMBINED STATEMENT OF CASH POSITION (DEPOSITS) - ALL FUNDS

Asof March 31, 20X X

Demand Time Certificates Total
Fund Deposits Deposits of Deposit on Deposit
Genera
Road and Bridge
Welfare

Special Revenue
Debt Service

Capital Projects
Permanent
Enterprise

Internal Service
Private-Purpose Trust
Investment Trust

Agency

Total All Funds
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Reporting (Continued) Page 4

COMBINED STATEMENT OF CASH RECEIPTS,
TRANSFERS, AND DISBURSEMENTS - ALL FUNDS

For the Month Ended January 31, 20X X

Balance Balance
Fund January 1, 20XX Receipts Transfers Disbursements January 31, 20XX

General Revenue
Road and Bridge
Human Services
Special Revenue
Debt Service
Capital Projects
Permanent
Enterprise
Internal Service

Trust and Agency

Total All Funds XXAXXXXXXXX

Balance by Depository

Petty cash Balancein al
funds equal
Name of Bank - demand deposits balance in
depositories
Name of Bank - time deposit

Name of Bank - certificates of deposit

Total Balance XXXXXXXXXX
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Reporting (Continued) Page 5

GENERAL REVENUE FUND
STATEMENT OF ESTIMATED AND ACTUAL REVENUE

For the Month of June 20X X and the Six Months Ended June 30, 20X X

Actual
This Month Year to Unreceived
Source of Revenues Estimated Actual Date Balance

Taxes
General property taxes - current
Penalties and interest on delinquent
taxes

Total Taxes
Intergovernmental revenue
Federal grants
State grants
Total intergovernmenta revenue
Fines and forfeitures
Fines
Forfeitures
Total fines and forfeitures
Miscellaneous revenue
Investment earnings

Other

Total miscellaneous revenue

Total Revenues
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Reporting (Continued) Page 6

AUDITOR'SDEPARTMENT
BUDGET/EXPENDITURE REPORT

For the Month of April 20XX

Expended
Objects of This Expended Unexpended
Expenditure Budget Month Y ear-to-Date % Balance Encumbered % Balance

Salaries and wages
Employee benefits
Telephone

Postage
Duplicating

Travel

Office supplies

Total

NOTES. 1. A summary report can be prepared listing all of the departments in the left-hand
column with their respective totals.

2. For those counties using encumbrance accounting, the last two columns should be

used. For counties which are not encumbering, it should be recognized that the
unexpended balance does not necessarily reflect available budget dollars.
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Reporting (Continued) Page 7
COMBINED FORECAST OF CASH POSITION - ALL FUNDS

For the Month of January 20XX

Estimated Estimated Estimated
Balance Receipts Disbursements Balance
Fund January 1, 20X X January January January 31, 20XX

General Revenue
Road and Bridge
Welfare

Debt Service

Trust and Agency

Total All Funds
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Reporting (Continued) Page 8

COUNTY SURPLUS OFFICE SPACE ENTERPRISE
COMPARATIVE STATEMENT OF REVENUES AND EXPENSES

For the Months of September 20X X and 20X X and the
Nine Months Ending September 30, 20X X and 20X X

Nine Months Ended
September September September 30, September 30,
20X X 20X X 20X X 20X X

Operating Revenues
Rental
Switchboard service
Miscellaneous revenue

Total Operating Revenues

Less
Operating expenses
Salaries
Utilities
Maintenance

Total Operating Expenses
Before Depreciation

Depreciation

Total Operating Expenses

Operating Income (L oss)

Nonoperating revenues/expenses
Investment earnings
Intergovernmental revenue
Interest expense
Obligation bond expense

Net Income (L0ss)
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Reporting Page 1

SUBJECT:

Financial Statement Publication

PURPOSE:

To provide guidance on the publication of the counties' annual financial statement.
DISCUSSION:

Counties are required by Minnesota statutes to annually publish certain financial information
in at least one issue of a duly qualified legal newspaper within their county. Minn. Stat.
8 375.17 establishes the requirements for publication of the county’ s financial statementsin
the official newspaper of the county. Also, the statute imposes the requirement that a county
board make full and accurate statement of financial information in a uniform form and style
prescribed by the state auditor. The prescribed form also must be approved by the attorney
general and the state printer.

The County has the option of publishing the full statement, which consists of the basic
financial statements, and required supplementary information, including the management’s
discussion and analysis. The sample financia statements are included in Section 4330 of this
manual. If the county chooses to publish the full statement, including a schedule of major
disbursements, then they would be allowed to not publish avendor’ s list, names and amounts
of salaries and wages paid to employees, and the names and amounts for persons receiving
human services aid.

The county can also choose to publish only summary information. Starting on page 3 of this
section is the format for the summary financia information. The summary information
includes summary financial detail, most of which can be derived from the county’s basic
financia statements. Counties opting to publish asummary of their financial statements may
publish more information or more detailed information than what is required by the summary
example presented in this section. However, any variation from this example must contain all
the information that isindicated in this example.
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Reporting (Continued) Page 2
MINNESOTA STATUTE:

375.17 Publication of financial statements.

Subdivision 1. Statement contents, summaries. Annually, not later than the first Tuesday after the first
Monday in March, the county board shall make afull and accurate statement of the receipts and expenditures of
the preceding year, which shall contain a statement of the assets and liabilities, a summary of receipts,
dishursements, and balances of all county funds together with a detailed statement of each fund account, under
the form and style prescribed by and on file with the state auditor. The prescribed form and any changes or
modifications of it shall so far as practical be uniform for all counties and be approved by the attorney general
and the state printer. Annually the board shall publish the statement or a summary of the statement in aform as
prescribed by the state auditor, for one issue in aduly qualified legal newspaper in the county.

Subd. 2. Full statement; publication conditions. If the board electsto publish the full statement, it may refrain
from publishing:

(1) an itemized account of amounts paid out, to whom and for what purpose to the extent that the
published proceedings of the county board contain the information, if al disbursements aggregating
$5,000 or more to any person are set forth in a schedule of major disbursements showing amounts paid
out, to whom and for what purpose and are made a part of, and published with, the financial statement;

(2) the names and amounts of salaries and expenses paid to employees but shall publish the totals of
disbursements for salaries and expenses; and

(3) the names of persons receiving human services aid and the amounts paid to each, but the totals of the
disbursements for those purposes must be published.

This subdivision does not apply to a summary published pursuant to subdivision 1.

Subd. 3. Filing. In addition to the publication in the newspaper designated by the board as the official
newspaper for publication of the financial statement, the statement shall be published in one other newspaper,
if one of genera circulation islocated in adifferent municipality in the county than the official newspaper. The
county board shall call for separate bids for each publication. If aprovision of this section isinconsistent with
section 393.07, the provisions of that section shall prevail. Thefinancia statement must be filed with the county
auditor for public inspection.
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Reporting (Continued) Page 3
PUBLICATION FORMAT
Summary Financial Statement Publication Requirements
For CountiesIn Minnesota In Accordance With

Minnesota Statutes 8 375.17

| ssued By:

Office of the State Auditor
Saint Paul, Minnesota

June 30, 2003
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Reporting (Continued) Page 4
MINNESOTA COUNTY

SUMMARY FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31,20
The purpose of this Report is to provide a summary of financial information concerning

Minnesota County for interested citizens. Questions about thisreport should bedirected to
(name, title, and telephone number).

[The following sentence must be printed as a separate paragraph, in
boldfaced type and all capital letters.]

A FULL AND COMPLETE COPY OF THE COUNTY FINANCIAL STATEMENT IS
AVAILABLE UPON REQUEST BY CALLING , ORBY WRITING
TO THE [title and mailing address of person to whom correspondence
should be addressed].

COUNTY OFFICIALS

[The summary statement must include a list of all senior officials. At a
minimum, the list shall include the names of all county commissioners,
and, if applicable, the names of the county administrator/coordinator, the
county sheriff, the county auditor, the county treasurer, the county
recorder, and the county finance director. With each name shall be printed
thetitle of the individual and a county telephone number where they can
be contacted.]
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Reporting (Continued)

Key Indicator

Estimated Population
Total Tax Capacity

Percent of Property Taxes
Collected

Total Genera Revenues
Total Program Revenues

Total Expenses
Governmental activities

Business-type activities

Capital Assets
Governmental activities

Business-type activities
Total Outstanding Net
Bonded Debt of County
General obligation
Revenue supported

Special assessment

Other debt

August 2003

Total

_Current

A PROFILE OF MINNESOTA COUNTY

Total

Prior

4350

Page 5

Percent
Increase

(Decrease)
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Reporting (Continued) Page 6

Bond Rating on Most Recent
General Obligation Bond Issue

Total Government-Wide
Net Assets
Governmental activities

Business-type activities
Total Number of Full-Time
Employees
Comments of County Board Chair, County Manager, Administrator, Coordinator, or Finance Officer
(Optionad):
This space may be used by the county officials to inform the county residents of any
event during the past year that may have significantly impacted the county’s profile
or may have significant long-term implications on the county’s profile. This space

may also be used to further explain or clarify any significant changesin the county’s
profile over the past two years.
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4350

Page 7

Minnesota County’s 200 Governmental Funds Finances

Where it comes from . . .

‘ Property and other taxes |

Special assessments

gy

B
o
10.5% Investment earnings

Fees/Charges

Intergovernmental

Where it goes . . .

Public Safety

[The graphic must be legible, but does not have to be to the scale shown above. The
county may adjust the categories as appropriate. A county may want to eliminate

insignificant categories, i.e. less than three percent of the total.]
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Reporting (Continued) Page 8

A User’s Guideto County Financial Statements
The following definitions will help citizens understand the terminology that is used in the county’s
financial statement. [A county should eliminate the description of a specific fund type, activity, or
part if it is not included in that particular county’ s financial statement.]

Basic Financial Statements

Minnesota County’ s basic financial statements consists of three parts. government-wide financial
statements, fund financial statements, and notes to the financia statements. The management’s
discussion and analysis and certain budgetary comparison schedules' are required to accompany the
basic financial statements and, therefore, are included as required supplementary information.

Government-wide financial statements display information about the county’ s financial reporting
entity as a whole, except for its fiduciary activities. These statements should present separate
information for the governmental and business-type activities of the county (primary government),
aswell asfor its component units.

Fund financial statements display separate financial information for the county’ s governmental,
proprietary, and fiduciary funds. Information for governmental and enterprise proprietary fundsis
presented separately for mgjor funds and the aggregate total for non major funds. Interna services
and fiduciary fund information is presented in aggregate by fund type.

Notesto the financial statements provides additional information and disclosure for information
in the financial statements.

Governmental activities are generaly activities of the county financed through taxes,
intergovernmental revenues, and other nonexchange revenues. These activities are usually reported
in governmental funds and internal service funds.

Business-typeactivities are county activitiesfinanced inwhole or in part by fees charged to externa
parties for goods or service. These activities are usually reported in enterprise funds.

! Adjust accordingly if budgetary comparison schedules included in basic financial statements.
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Reporting (Continued) Page 9

Financial reporting entity consists of the primary government (county), organizations for which
the county isfinancially accountable, and other organizations for which the nature and significance
of their relationship with the county are such that exclusion would cause the reporting entity's
financial statements to be misleading or incomplete. The nucleus of a county’s financial reporting
entity isthe primary government, the county.

Primary gover nment is aterm used in connection with defining the financial reporting entity. The
primary government is the focus of the financia reporting entity. For the county, the primary
government represents the financial activities, funds, or accounts directly under the control of the
county board.

Component unit describes alegally separate organization for which the county board is financially
accountable. In addition, component units can be other organizations for which the nature and
significance of their relationship with the county are such that exclusion would cause the reporting
entity's financia statements to be misleading or incomplete.

County Governmental Fund Types

The General Fund isthe general operating fund of the county. It isused to account for al financid
resources, except those that are required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are
legally restricted for specified purposes.

Debt Service Funds are used to account for the accumulation of resources for, and the payment of
principal, interest, and related costs of general long-term debit.

Capital Projects Funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities.

Permanent Funds are used to report resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposes that support the reporting government’s
programs--that is, for the benefit of the government or its citizenry.

County Proprietary Funds

Enterprise Funds are used to report an activity for which afeeis charged to external usersfor goods
Oor services.
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Reporting (Continued) Page 10

I nternal Service Fundsare used to report any activity that provides goods or servicesto other funds,
departments, or agencies of the primary government and its component units, or to other
governments, on a cost reimbursement basis.

County Fiduciary Funds

Investment Trust Funds are used to report governmental external investment pools that are
maintained by the county for other entities.

Private-Purpose Trust Funds used to report all trust arrangements, other than those properly
reported in investment trust funds, under which principal and income benefit individuals, private
organizations, or other governments.

Agency Funds are used to account for assets held by the county as an agent for individuals, private
organizations, other governments, and/or other funds; fur example, taxes collected and held by a
county for a school district.

Character Classification of County Expenditures

The county’ s governmental expenditures are classified by character or the periods expenditures are
presumed to benefit. The county has the following character classifications:

Current operating expenditures are presumed to benefit the current fiscal period.
Debt services are presumed to benefit prior fiscal periods as well as current and future periods
and includes amount expended for the payment of principal, interest, and other costs associated

with debt.

Capital outlays are presumed to benefit current and future fiscal periods and include amounts
expended for the construction or acquisition of county capital assets.

I nter gover nmental represent resources transferred by to the county to other governments.

Classification of County Functions

Functions are a group of related activities aimed at accomplishing a major service or regulatory
program for which the county isresponsible. The county has the following function classifications:
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The General Gover nment function include expenditures for general county activities such as
[include all of the following that are applicable], the county commissioners, county
administration, county attorney’s office, county auditor’s office, county treasurer’s office,
county assessor’s office, the judicial (excluding the county jail), the planning and zoning
office, and other county general service office.

Public Safety relates to the objective of protection of persons and property and includes
expenditures for corrections activities, operations of the sheriff’s department, the county jail,
civil defense, and emergency services.

Highways and Streets includes expenditures relating to the construction and maintenance of
county highways and streets.

Sanitation involves expenditures for the removal and disposal of waste and includes county
solid waste collection and disposal, recycling, and sanitary sewer programs.

Human Services represents activities designed to provide public assistance and institutional
care for individuals unable to provide essentia needs for themselves. These programsinclude
child support collection, child welfare, chemical dependency, medical assistance, and others.

Health involves al activitiesinvolved in the conservation and improvement of public health.
This function includes expenditures for the county public health department, home health aid
services, other nursing services, maternal and child health, supplemental nutrition programs,
and programs to protect public and private water systems.

Cultureand Recreation involves cultural and recreationa activities maintained for the benefit
of county residents and visitors. These activities include county libraries, parks, and other
recreation programs.

Conservation involves activities designed to conserve and develop such natural resources as
water, soil, and forests and includes such programs as soil and water conservation, county
extension, water planning, and other.

Economic Development activities are directed toward economically developing the area

encompassed by the county and providing assistance to, and opportunity for, economically
disadvantaged persons or businesses.

August 2003

Minnesota County Financial Accounting & Reporting Standards




SPECIFIC PRACTICES

Reporting (Continued)

Assets

Cash and investments

Receivables

Other current assets

Restricted assets

Capital assets
Land
Infrastructure
Buildings
Equipment

Other assets

Total Assets

Liabilities
Payables
Other current liabilities
Liabilities payable from
restricted assets
Other liabilities
Long-term liabilities
Due within one year
Due in more than one year

Total Liabilities

4350

Page 12
Summary of Minnesota County’s Statement of Net Assets
December 31,200
Governmental  Business-Type Component
Activities Activities Total Units
XXXX XXX B X, XXX, XXX X, XXX, XXX B X, XXX, XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X,XXX, XXX X, XXX XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX XXXX, XXX X, XXX XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX
X XXX XXX X XXX XXX X XXX XXX B X XXX XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX B X, XXX, XXX
X, XXX, XXX X, XXX, XXX XOXXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X,XXX, XXX X, XXX XXX
X, XXX, XXX X, XXX, XXX X,XXX, XXX X, XXX XXX
X, XXX, XXX X, XXX, XXX X,XXX, XXX X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX
XXXXXXX B X XXX XXX $ X XXX XXX B X XXX XXX
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Governmental  Business-Type Component
Activities Activities Total Units
Net Assets
Invested in capital assets, net
of related debt $ XXX E XXXXXXX B XXX B XXX XXX
Restricted X XXX XXX X, XXX, XXX XXXKXXX XXX, XXX
Unrestricted X XXX XXX X XXX XXX XXXXXXX X XXX, XXX
Total Net Assets $ O XXXXXXX $ X XXXXXX $ X XXX XXX B X XXX XXX
Summary of Minnesota County’s Statement of Activities
For the Year Ended December 31, 200
Program
Expenses Revenues Net
Functions
Primary government
Governmental activities
General government $ X, XXX, XXX X, XXX, XXX (XXX, XXX)
Public safety X, XXX, XXX X, XXX, XXX (XXX, XXX)
Highways and streets X, XXX, XXX X, XXX, XXX (XXX, XXX)
Human services X, XXX, XXX X, XXX, XXX (XXX, XXX)
Health X, XXX, XXX X, XXX, XXX (XXX, XXX)
Sanitation X, XXX, XXX X, XXX, XXX (XXX, XXX)
Culture and recreation X, XXX, XXX X, XXX, XXX (XXX, XXX)
Conservation X, XXX, XXX X, XXX, XXX (XXX, XXX)
Economic development X, XXX, XXX X, XXX, XXX (XXX, XXX)
Interest on long-term debt X XXX XXX - (XXX XXX)
Total governmental activities $ X XXX XXX X XXX XXX (XXX, XXX)
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Reporting (Continued) Page 14
Program
Expenses Revenues Net
Functions
Primary government (Continued)
Business-type activities
Landfill $ XXXXXXX $ XXXXXXX $ (XXX, XXX)
Nursing home X XXX XXX - (XXX . XXX)
Total business-type activities $ XXXX XXX 3 XXXX XXX $ (XXX XXX)
Total primary government $ XXXX XXX 3 XXXX XXX $ (XXX XXX)
General revenues and other
Taxes $ X XXX, XXX
Other genera revenues X, XXX, XXX
Specia items X XXX XXX
Net change in net assets $ XXXXXXX
Component Unit
Housing and redevel opment
authority $ XXXX XXX $ XXXX XXX $ (XXX XXX)
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Assets
Cash and investments
Receivables
Taxes
Special assessments
Accounts
Loans
Due from other funds
Due from other governments
Inventories

Total Assets

Liabilities
Payables
Accounts
Salaries
Contracts
Dueto other funds
Due to other governments
Deferred revenue

Total Liabilities
Fund balances
Reserved
Unreserved

Total Fund Balances

Total Liabilitiesand

4350
Page 15
A Summary Balance Sheet of Governmental Funds
December 31,200
Major Funds
Road and Human Totd
General Bridge Service Nonmgjor  Governmental
Fund Fund Fund Funds Funds

XXXXXXX 0 XXXX XXX $ X, XXX, XXX X, XXX XXX $ X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX
XXXXXXX P X XXXXXX X XXX XXX X XXX XXX $ X XXX XXX
XXXKXXX B XXXKXXX $ X, XXX, XXX X, XXX, XXX $ X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX
XXXX XXX P X XXX XXX $ X XXX XXX X XXX XXX $ X XXX XXX
XXXKXXX B XXXKXXX $ X,XXX, XXX X, XXX, XXX $ X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX
XXXX XXX P X XXX XXX $ X XXX XXX X XXX XXX $ X XXX XXX
XXXXXXX $ X XXX XXX P X XXX XXX X XXX XXX $ X XXX XXX

and Fund Balance
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4350

Page 16

A Summary of Governmental Funds Revenues and Expenditures

Revenues
Taxes
Special assessments
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Gifts and contributions
Investment earnings
Miscellaneous

Total Revenues

Expenditures

Current
General government
Public safety
Highways and streets
Human services
Health
Sanitation
Culture and recreation
Conservation
Economic devel opment

Capita outlay

Debt service
Principal retirement
Interest and fiscal charges
Bond issuance costs

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

August 2003

For the Year Ended December 31, 200

Major Funds
Road and Human
General Bridge Service
Fund Fund Fund

Nonmajor
Funds

Totd
Governmental
Funds

$OXXXXXXX B OXXXXXXX B X XXKXXX B X XXKXXX B X, XXX, XXX
X, XXX, XXX X, XXX XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX
$ XXX XXX  F XXXXXXX B XXXKXXX XXXXXXX $ X XXXXXX
$ XXX B OXXXXXXX B X XXX, XXX XXXXXXX B X XXX, XXX
X, XXX, XXX X, XXX XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX XXX X, XXX, XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X, XXX XXX X, XXX XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX XXX X, XXX XXX X, XXX, XXX X, XXX XXX X, XXX, XXX
X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX

$ xxxxxxx $

XXXXXXX B XXX XXX B X XXX XXX B X XXXXXX

$ xxxxxxx $

XXXXXXX B XXX XXX B X XXX XXX B X XXXXXX
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Reporting (Continued) Page 17
Major Funds
Road and Human Totd
General Bridge Service Nonmgjor  Governmental
Fund Fund Fund Funds Funds
Other Financing Sources (Uses)
Transfersin $ X XXX,XXX XXXKXXX B X, XXX, XXX X, XXX, XXX $ X, XXX, XXX
Transfers out X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Bonds issued X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Discount on bonds issued X XXX XXX X XXX XXX X XXX XXX X XXX XXX X XXX XXX
Total Other Financing
Sources (Uses) $ X XXXXXX XXXXXXX B X XXX XXX X XXX XXX $ X XXX XXX
Net Changein Fund
Balances $ XXXXXXX X XXX XXX B X XXX XXX X XXX XXX $ X XXX XXX
A Summary of Proprietary Funds Statement of Net Assets
December 31,200
Enterprise Funds Internal
Nonmajor Services
Landfill Funds Tota Funds
Assets
Current
Cash and investments $ X XXXXXX $ X XXX XXX $ X XXX XXX $ X, XXX, XXX
Receivables X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Due from other funds X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Due from other governments X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Other current assets X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Restricted assets
Cash and investments X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Other restricted assets X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Noncurrent assets
Capital assets X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Other noncurrent X XXX XXX X XXX XXX X XXX XXX X XXX XXX
Total Assets $ XXXX XXX $ XXXX XXX $ XXXX XXX $ X XXX XXX
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Reporting (Continued) Page 18
Enterprise Funds Internal
Nonmajor Services
Landfill Funds Tota Funds
Liabilities
Current
Payables $ X XXX XXX $ X, XXX XXX $ X, XXX XXX $ X, XXX, XXX
Due to other funds X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Due to other governments X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Current portion of long-term
liabilities X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Payable from restricted assets
Payables X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Long-term liabilities X, XXX, XXX X XXX, XXX X XXX, XXX X, XXX, XXX
Long-term liabilities
Bonds payable X, XXX, XXX X XXX, XXX X XXX, XXX X XXX, XXX
Other long-term X XXX XXX X XXX XXX X XXX XXX X XXX XXX
Tota Liabilities $ XXXX XXX $ XXXX XXX $ XXXX XXX $ X XXX XXX
Net Assets
Invested in capital assets, net of
related debt $ X XXX XXX $ X XXX XXX $ X XXX XXX $ X, XXX, XXX
Restricted X, XXX, XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
Unrestricted X XXX XXX X XXX XXX X XXX XXX X XXX XXX
Total Net Assets $ X XXX XXX $ XXXXXXX $ X XXXXxXX $ X XXX XXX
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Reporting (Continued)

Operating Revenues

Operating Expenses
Costs of sales and services
Administration
Depreciation

Total Operating Expenses
Operating income (10ss)

Nonoperating Revenues
(Expenses)
Intergovernmental
Investment earnings
Interest expense

Total Nonoperating
Revenues (Expenses)

Income before contributions
and transfers

Capita contributions
Transfersin
Transfers out

4350

Page 19
A Summary of Proprietary Funds Statement of Revenues, Expenses,
and Changesin Net Assets
For the Year Ended December 31, 200
Enterprise Funds Internal
Nonmajor Services
Landfill Funds Tota Funds
$ XXXX XXX $ X XXXXXX X, XXX XXX X, XXX XXX
$ X XXX XXX B X, XXX, XXX X, XXX, XXX X, XXX, XXX
XHXXX XXX XHXXX XXX XHXXX XXX XHXXX XXX
X XXX XXX X, XXX XXX X, XXX XXX X XXX XXX
$ X XXX XXX B X XXX XXX X, XXX XXX X XXX XXX
$ X XXX XXX B X XXX XXX X XXX XXX X, XXX XXX
$ X XXX XXX X, XXX, XXX X, XXX, XXX X, XXX, XXX
XHXXX XXX XHXXX XXX XHXXX XXX XHXXX XXX
(X XXX, XXX) (X XXX, XXX) (X XXX, XXX) (X XXX, XXX)
$ XXXX XXX $ X XXXXXX X XXX XXX X, XXX XXX
$ X XXX XXX B X XXX XXX X XXX XXX X, XXX XXX
$ X XXX XXX X, XXX, XXX X, XXX XXX X, XXX XXX
XHXXX XXX XHXXX XXX XHXXX XXX XHXXX, XXX
X XXX XXX X, XXX XXX X, XXX XXX X, XXX XXX
$ XXXX XXX X XXX XXX X, XXX XXX X, XXX XXX

Changein Net Assets
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Page 20

A Summary of Fiduciary Funds Net Assets and Changesin Net Assets

Asof and for the Year Ended December 31, 200

Assets

Liabilities

Net Assets Held for Others

Additions to Net Assets
Contributions
Trust deposits
Investment earnings (net)
Total Additions
Deductionsto Net Assets
Distributions to members
Trust payments
Total Deductions

Net Changein Net Assets

August 2003

I nvestment
Trust Funds

$ X XXX XXX

$ X XXX XXX

$ X XXX XXX

$ X XXX, XXX
X, XXX, XXX
X XXX XXX

$ X XXX XXX

$ X XXX, XXX
X XXX XXX

$ X XXX XXX
$ X XXX XXX

Private-
Purpose
Trust Funds

$ X XXX XXX

$ X XXX XXX

$ X XXX XXX

$ X XXX, XXX
X, XXX, XXX
X XXX XXX

$ X XXX XXX

$ X XXX, XXX
X XXX XXX

$ X XXX XXX
$ X XXX XXX

Agency
Funds

$ X XXX XXX

$ X XXX XXX
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Reporting (Continued) Page 21

Major Recipients of Minnesota County Expenditures

Thefollowingisalist of the recipients of Minnesota County expenditures totaling $5,000 or more
during 200__. The list does not include salaries paid to county employees nor does it include
individuals who received federal, state, or county human services aid.

Name of Recipient Total Amount Received During 200

Summary Statements
Explanations and Clarifications
For Minnesota County’s Financial Statements

County officials are strongly encouraged to add a section to the summary of the
county’s financial information that further explains any significant shifts in the
county’sfinancial situation over the past two-year period. For example, if the county
issued bonds to finance the construction or renovation of a county building, county
officials may want to discuss the need for the capital improvement and describe how
the sale of the bonds has impacted the county’ s financial situation. County officials
may also want to use this section of the summary to discuss other factors that may
impact the county’ sfinancial situation, or other issues of interest to county residents.
Other factors and issues that county officials may want to address include:

S asummary of the condition of the local economy;
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Reporting (Continued)

4350

Page 22

S economic trendsrelative to significant industries upon which the local economy may
be dependent;

S current and future projects upon which the county is focused, including a discussion
of the goals and objectives of those projects;

S significant accomplishments of county government over the past year; and

S  reasonsfor significant changesin revenues or expenditures or budget variances.
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Budgeting Page 1
SUBJECT:
Preliminary Budget Preparation
DISCUSSION:

In order to allow county boards to determine the county levy requirements and approve an
annual operating budget, it is necessary for the county financial officer to gather and present
sufficient fiscal information so that informed decisions can be made.

Most counties have developed an internal procedure for aggregating estimated revenue and
expenditure data from each operating department. The degree of formality of this processis
often related to the size of a county. However, regardless of the approach utilized by each
county, sufficient data should be gathered and analyzed which will ensure the continuing
operation of county government without creating fund balances in excess of current needs.

In this process, it is recognized that the actual realization of non-county revenuesis, at times,
subject to change from the estimates and that these changes are outside of county control.
Nevertheless, it is the responsibility of the county financial officer and the county
commissionersto develop the best possible levy requirement cal culations which will allow the
county to function appropriately without placing unnecessary fiscal burdens on its taxpayers.

PROCEDURE:

The preliminary budget process should be conducted with the active participation of all
individuals who are responsible for managing operating budgets. This would include
department heads and program managers. With their involvement, a county should be able to
build a higher level of accountability among its administrators.

Certain information should be prepared prior to commencing the budget process. This
includes:
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Budgeting (Continued) Page 2

1

A Budget Timetable

The purpose of the timetable is to make all parties who are involved in the budget
process aware of the deadlines that must be met, in each step of the process, so that the
county property tax levy can be established and the budget can be reviewed and adopted
by the county board within an appropriate time frame.

Budget Guidelines

The county financial officer, with guidance from the county board, should develop the
budget preparation rules that each department must follow so that the total budget will
fall within acceptable predetermined parameters. These usualy include guidelines
related to:

. Salaries and promotions,

. Operating expenditures/expenses, and

. Capital outlay.

Guidelines should aso indicate appropriate justification for:

. New services,

. Capital expenditures, and

. New positions.

Budget Preparation Forms

The technical job of preparing the budget should be made as ssimple as possible for
department heads. They can then spend maximum budget preparation effort responding
to the needs of their department (within the guideline parameters) and not on routine
clerical preparation work.
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Budgeting (Continued) Page 3

Well-thought-out budget forms that initially include the historical data needed in the
budget process will be very helpful. The County’s automated financial systems will
often have the capability of producing these budget appropriation forms, with the
appropriate historical financial information, as a by-product of the accounting process.
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Budgeting Page 1

SUBJECT:

Annual Operating Budget

PURPOSE:

To identify the steps required to prepare an annual operating budget.
DISCUSSION:

An annua operating budget must be prepared and adopted for each fiscal year to authorize and
control the financial operations of each county fund. Generally, budgets are prepared on a
generally accepted accounting principles (GAAP) basis. However, counties can prepare
budgets on a cash, modified accrual, accrual, or some other budgetary basis of accounting.
Additional disclosures are required when the budgetary basisis different from GAAP.

A budget isaplan of financia operation which estimates the proposed operating expenditures
for the coming fiscal year and the proposed means of financing them. The adopted budget
should be integrated with the accounting system of the county to provide a workable system
of budgetary accounting and control.

Counties should adopt appropriate budget policies, which would include when the budgets can
be modified by management, which funds require budgets, the legal level of control, and which
budget modifications require board approval.

COMPONENTS:

The annual operating budget should provide sufficient information so that all interested parties
can make informed judgments regarding the financial position and the flow of financia
resources of county government. To accomplish this, the annual budget should contain the
following:

1. A Recapitulation of the Budget by Fund

This statement would contain the anticipated revenues by source, the anticipated
expenditures by major categories, and the resultant fund balances.
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Budgeting (Continued)

2. Budget Detail by Department or the Legal Level of Control

4420

Page 2

Thiswould show the portions of the anticipated revenues which have been appropriated
to the various departments within the county. Thisinformation would be the basic data
from which ongoing budget/expenditure reports would be prepared.

3. Budget Amendment Report

A schedule that provides the original adopted budgets for each fund and any approved
budget amendments that have changed the budget during the fiscal year. This
information is needed for the financial reporting requirements for budgetary
presentations.
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Budgeting

Page 1

SUBJECT:

Utilizing the Budget as a Management Tool

PURPOSE:

To discuss an approach to managing the affairs of a county through periodic analysis of
expenditures (and encumbrances where appropriate) against budgets.

DISCUSSION:

As counties start utilizing additional dimensions within the Uniform Chart of Accounts, they
will have the capability of breaking their budgets down to the respective areas of responsibility
within the county. As this occurs, it will alow county management to develop levels of
accountability in the following areas:

N

Fiscal Accountability

Thisrefersto “living within the budget.” Good fiscal management requires an analysis
of spending within the respective areas of responsibility to determine whether the rate of
spending is “reasonable.” Monthly budget/expenditure reporting will alow fiscal
administrators to recommend appropriate action to the county board regarding modifying
budgets or reallocating financial resources.

Program Accountability

The departmental or area-of-responsibility budget preparation process can, in time, be
combined with statements of measurable accomplishment. While this manual has
emphasized the need for good accounting practices, that is not an end initself. Rather,
there must be awareness that the budgeting and accounting system can also serve as a
management component to assist county boards in evaluating the level of performance
within each area of responsibility within a county.

This accountability serves asthe basisfor using the budget as atool for governing. The budget
can be used as atool in anumber of ways:
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N

Policy Tool

The budget format, presentation, and even wording of a document all influence the
making of public policy. A budget that explicitly reveas trade-offs can help ensure the
making of policy--rather than the obscuring of policy--isthe primary focus.

N Management Tool
A budgetisaplan of financia activity for aspecified period of time, usually afisca year,
indicating al planned revenues and expenditures for the budget period. It provides a
mechanism to allocate resources. Budgeting helps board members set goas and
priorities. Department heads and program managers can use the budget in improving
organizational performance.

N Communication Tool
The budget is ameans to communicate changes in priorities and the board’ srationale for
decisions. The budget document and process can be an effective tool for informing
citizens the need for change and the reasons behind policy decisions.
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Budgeting Page 1
SUBJECT:
Annua Summary Budget Publication and Reporting
PURPOSE:

To identify the requirements to publish the annual budget and report to the Office of the State
Auditor.

DISCUSSION:

Pursuant to Minn. Stat. 8 275.03, counties are required to prepare an itemized budget for the
ensuing fiscal year. Once adopted, Minnesota statutes also require some additional reporting
requirements for certain summarized budget information. Minn. Stat. 8 375.169 requires the
publication of summary budget information and Minn. Stat. 8 6.745 requires that counties
submit summary budget data to the Office of the State Auditor. The following sections further
discuss these budget reporting requirements.

PRACTICES:

Budget Statement Publication

Minnesota statutes impose certain publication requirements for each county’ s legally adopted
budget. Minn. Stat. 8 375.169, Publication of Summary Budget Satement, states the
following:

Annualy, upon adoption of the county budget, the county board shall cause
asummary budget statement to be published in the official newspaper of the
county, or if thereis none, in a qualified newspaper of general circulation in
the county. The statement shall contain information relating to anticipated
revenues and expenditures in a form prescribed by the state auditor. The
form prescribed shall be designed so that comparisons can be made between
the current year and the budget year. A note shal be included that the
complete budget is available for public inspection at a designated location
within the county.
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The summary budget statement for publication to the public should, at a minimum, include the
general and specia revenue funds. The county may wish to include budget information for
debt service, capital projects, permanent, enterprise, and internal servicesfundsin the summary
budget statement for publication. However, information for governmental and proprietary fund
types should not be aggregated together.

Each county should include a note on the summary statement that informs the readers that a
complete budget is available for public inspection at a designated location within the county.
The complete budget, along with supporting documentation, should be held open for public
inspection during normal business hours at the county’s main office. If feasible, county
libraries and other public buildings could also be used as sites for inspection of the adopted
budget and supporting documentation. Suggested wording of the public notice to be included
with the summary budget statement publication is as follows:

The following summary of the operating budget for the 20xx fiscal year for
Minnesota County. This summary is published in accordance with Minn.
Stat. 8 375.169. The detail of the County budget is on file in the County
Auditor’s office [or other appropriate office] at the Minnesota County
Courthouse, Any City, MN, and may be reviewed during normal business
hours (or state other time and place).

Included with this section, as an appendix, isthe format for the summary budget statement for
publication. The format may change over time, so counties should review the State Auditor’s
website for the most current version of the publication format.

Reporting Summary Budget Data to the State Auditor

In addition to publication requirements, counties are required by statute to report budgetary
data to the Office of the State Auditor. Thisinformation helps state policy makers to identify
overal trends in county revenue and spending decisions. It also can help county officials
compare their own budget trends with the trends of smilar counties. Minn. Stat. § 6.745 states
the following requirements for reporting budget information to the State Auditor:

Subd. 2. Counties. Annually, upon adoption of the county budget, the county
board shall forward summary budget information to the office of the state auditor.
The summary budget information shall be provided on forms prescribed by the
state auditor. The office of the state auditor shall work with representatives of
county government to develop abudget reporting form that conforms with county
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budgeting practices and provides the necessary summary budget information to the
office of the state auditor. The summary budget data must include separately any
net unrealized gains or losses from investments. The summary budget data shall
be provided to the office of the state auditor no later than December 31 of the year
preceding each budget year.

Counties should submit thisinformation on the Office of the State Auditor’ sMinnesota County
Summary Budget Form. County officials are asked to summarize their budget data for all
governmental funds for which annual budgets are approved by the county board, including the
general fund, special revenue funds, debt service funds, capita projects, and permanent funds.
Please indicate at the top of the form which funds are included in the summary statement. A
list of governmental funds excluded from the summary statement should be attached to the
budget reporting form.

In an effort to make this budgetary reporting easier for county officials, counties may now
submit the budget information online. County personnel can access the online reporting form
by visiting the forms section of the OSA’s website. The online reporting is available only
through January 31. After January 31, the paper version of the form is used to collect the
information. The form and instructions can be downloaded from the website.
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Sample County Summary Budget Statement

COUNTY SUMMARY BUDGET STATEMENT

Budgeted Governmental Funds

Revenues
County portion of tax levy
State paid portion of tax levy

Total Tax Levy

Licenses and permits
Intergovernmental revenues
Federal
State
Other
Charges for services
Fines and forfeits
Investment earnings
Contributions and donations
Miscellaneous

Total Revenues
Other Sources
Bonds and other debt issued
Budgeted use of available fund balances
Transfersin

Tota Other Sources

Tota Revenues and Other Sources

August 2003

Year 1
Current

Budget

4440 Appendix

Page 1

Year 2
Adopted

Budget
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Budgeted Governmental Funds

Expenditures
General government
Public safety
Highway and streets
Sanitation
Human services (welfare)
Health
Culture and recreation
Conservation
Debt service
Other
Capital outlay

Total Expenditures
Other Uses
Transfers out
Other
Tota Other Uses

Total Expenditures and Other Uses
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SUBJECT:
Petty Cash and Change Fund Accounts
PURPOSE:

To describe a procedure for the creation and management of a petty cash or change fund
account.

DISCUSSION:

This specific practice addresses petty cash and change fund accounts, rather than what are often
mistakenly called “petty cash and change funds.” Actually, these are general ledger asset
accounts which have the function of reimbursing small purchases without the necessity of
preparing a voucher check or making change.

The amount of currency in a petty cash account is variable, depending on the authorization of
the county board. However, the intent of such an account is for small, irregular transactions.
For this reason, they generally should be maintained at the lowest practical level--probably
$100.

The primary advantage of a petty cash account is its flexibility; however, because of this
flexibility, special care should be exercised in its creation and maintenance. The county
administrators for whom the account is created are directly responsible for monies under their
control. The county finance officer should, however, make certain that proper cash handling
procedures are known and, to the extent possible, should see that such procedures are followed
by all county officials and employees.

A change fund’s sole purpose is for making change for customers doing business with the
different county offices. The change fund accounts aso are established by the county board.

The amount of the account depends on the nature, size, and frequency of transactions within
aparticular county office. Change fund accounts should not be used for making purchases.
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PROCEDURES:

1. Creating the Petty Cash or Change Fund Account

a

August 2003

The county board must authorize each petty cash or change fund account pursuant
to the applicable Minnesota statute. Any change in the authorized amount aso
must be approved by the county board.

Designate a responsible officer, cashier, or specialy designated deputy who will
be the custodian responsible for theaccount. This custodian should be independent
of invoice processing, check signing, general accounting, and cash receipt
functions.

When it isnot practical to hire additional personnel or to reallocate duties among
existing employees, the county board must establish some mechanism of review
that accomplishes the objectives of the segregation of duties. For example,
periodic monitoring of cash receipts and/or independent performance of an account
reconciliation add controls when complete segregation of dutiesis not possible.
Issue and turn over a check for the amount authorized to the individual responsible
for the account. The custodian should in return give areceipt for the amount to the
disbursing agent.

The custodian should place the petty cash or change fund in a secured location.
Notify all employees who might make use of the petty cash account.

. Describe what type of transaction will be honored,

. I ndicate the maximum amount that will be allowed for any single transaction,
. | dentify the supporting documentation needed for reimbursement, and

. Describe who must approve transactions.

Whenever an individual’ s appointment as custodian is terminated, the fund must

be replenished and the imprest account turned over to their replacement or other
appropriate official.
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2.  Disbhursements from Petty Cash

a.  Prior to requesting reimbursement for a petty cash purchase, the employee making
the request should:

. Prepare a petty cash voucher (in ink) as evidence of the transaction,
. Attach an appropriate receipt to the voucher, and
. Have the transaction approved.

b.  Upon receiving arequest for reimbursement from the petty cash account, the petty
cash custodian should:

. Compare the voucher with attached sales receipt and other documentation to
ensure accuracy and appropriateness of the disbursement;

. Check to see that voucher is completed in ink;

. Verify approval signature;

. If voucher is satisfactory, pay the approved petty cash amount; and

. Place petty cash vouchers and documentation in the petty cash drawer.

c.  When cash in the account has been reduced to the point that routine transactions
cannot be met, a claim is prepared (see step 4), which itemizes the various
disbursements and which is presented to the county board. The county board will
act upon this claim as it does other claims and will approve or disapprove

replenishment of this account.

3.  Control of Petty Cash or Change Accounts

a  The account should be maintained at a single, secured location and at the lowest
reasonable level.

b.  Petty cash should be replenished only after following the verification and approval
procedures outlined below.
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Cc. Under no circumstances should the petty cash account be commingled with
personal funds of a county official or employee, nor should they be used to make
advances to officials or employees, even if secured by check or other 1.O.U.’s.
Entities should not cash checks out of (from) cash recel pts because this destroysthe
intactness of deposits.

d. Receipts from vending machines and other miscellaneous services should be
recorded and deposited like other revenue. These amounts should not be
commingled with petty cash. While collections typically will be commingled with
change funds, the deposit of these collections must be made intact and the
composition of checks and cash must match the mode of payment for those
collections.

e.  Unannounced reconciliations of petty cash or change accounts by independent
personnel should be made on a non-regular basis to ensure the integrity of each
such account.

4. Replenishing Petty Cash

When petty cash requires replenishment, the custodian of the account should:

a.  Tota al petty cash vouchers on adding machine tape.

b.  Addremaining cash and determineif total of cash and vouchersisequal to the total
of the petty cash account. If thereisadiscrepancy, it should be reviewed with the

county finance officer for settlement of discrepancies.

c.  Submit the reconciled petty cash report as a reimbursement request to the county
board.

Accounting Procedures

1.  After rembursement has been approved by the county board, checks should be drawn to
replenish each petty cash account.

2. Theamount of each disbursement should be recorded as a normal cash disbursement to
the appropriate account.
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3. No additional entry isrequired to the petty cash account after its creation, except if itis
to be increased, decreased, or closed.

4.  The county board or finance officer should make sure the authorized amounts for petty
cash and change accounts are included in the general ledger and related balance sheet in
the appropriate fund.

5.  Petty cash should aways be replenished at the end of the fiscal year so that expenseswill
be reflected in the proper accounting period.

APPLICABLE MINNESOTA STATUTES:

§ 375.162 Imprest cash funds.

Subdivision 1. Procedure. The county board may establish one or more imprest funds for the payment in cash
of any proper claim against the county which it isimpractical to pay in any other manner. No claim for salary
or persona expenses of a county officer or employee shall be paid from an imprest fund. The county board shall
appoint acustodian of each imprest fund who shall be responsible for its safekeeping and disbursement according
tolaw. Money for the operation of an imprest fund shall be secured by awarrant issued on the general revenue
fund. A claim itemizing all the various demands for which disbursements have been made from the fund shall
be presented to the county board at the next county board meeting after the month in which the disbursements
have been made. The county board shall act upon it asin the case of other claims and awarrant shall be issued
to the custodian for the amount allowed. The custodian shall use the proceeds of the warrant to replenish the
fund, and if the county board fails to approve the claim in full for any sufficient reason, the custodian shall be
personally responsible for the difference.

Subd. 2. For travel. The county board may authorize an imprest fund for the purpose of advancing money to
officers or employeesto pay their actual and necessary expenses in attending meetings outside the county or for
other travel that is related to the performance of their job duties. The county board shall appoint a custodian of
the fund who shall be responsible for its safekeeping and disbursement according to law. Attendance at meetings
and other travel outside the county shall be authorized in advance by the county board. At a meeting of the
county board in the month after approved travel outside the county, the officer or employee shall submit an
itemized claim for the actual and necessary expensesincurred and paid related to the approved travel. The county
board shall act upon it asin the case of other claims and a warrant shall be issued to the officer or employee for
theamount allowed. The officer or employee shall use the proceeds of the warrant to repay the amount advanced
from the fund. If the amount approved by the county board is insufficient to repay the advance, the officer or
employee shall be personally responsible for the difference.
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§ 375.45 Change funds, establishment.

4510

Page 6

The county board shall establish funds in the county offices and departments as it deems necessary for the
purpose of making change only. The change funds shall be established by making an appropriation for them from
the proper fund in whatever amounts the county board shal determine. The officer receiving a change fund shall
beits custodian and responsiblefor its safekeeping and use. The change fund shall not be used to make payments
of expenses provided for in section 375.16.
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SUBJECT:
Bank Account Reconciliation
PURPOSE:

To verify that the actual cash balance on deposit with financia institutions, including checking
and savings accounts, agrees to the accounting records.

OVERVIEW:

County checking and savings accounts are principal financial resources used in daily financia
operations. Most county transactions occur within these accounts and generaly on a daily
basis. Itisimportant that the county compare the transactions and amounts that the financial
institution has recorded in the checking and savings accounts with what the county has
recorded in the county’s books and records. The process of comparing these amounts is
referred to as abank reconciliation. Differences between the amounts usually occur due to
timing. Generally, there can be delays between when a county transaction that is recorded in
its accounts and when the transaction “clears’ the bank account. “Clears’ means the
transaction has been recognized and recorded by the bank. Because errors may occur (some
due to mistakes in recording and others made by the financial institution), prompt monthly
reconciliations between the accounts (bank statements) and the books/accounts maintained by
the county are necessary. The reconciliation can determine whether errors have occurred or
if the differences are normal uncleared/outstanding items. If errors are found, they should be
investigated and corrected without delay before monthly statements of operations are prepared.

To ensureinternal control and segregation of duties, the task of reconciling should be assigned
to someone not responsible for writing, recording, or signing checks. The unopened account
statement and all supporting documentation should be received by the person reconciling the
account. After the completion of reconciliation, it should be approved by the appropriate
official, such as the finance officer or auditor-treasurer. Many financial institutions provide
different account reconciliation services, which could lessen the burden on staff; however, the
work provided still should be reviewed by county staff. 1n counties where thereislimited staff
and adequate segregation of dutiesis a concern, senior management or board members should
review the bank reconciliation as a means of mitigating thisinternal control weakness.
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The financial institution must return all redeemed canceled checks to the county. The county
should retain these documents for six years after the year they originated. The reasons for
receiving the canceled checks are:

C It is an important internal control. County staff could detect many fraudulent
disbursements by reviewing the front and back of all redeemed checks.

C  As an original document, the checks are an integral part of the audit trail for
disbursement transactions. It isimportant for both appropriate county staff and external
auditors to have accessto origina source documents.

PROCEDURES:

The following are the steps involved in reconciling a bank account:

1

Compare canceled checks, electronic funds transfers, debit memos, and credit memos
with corresponding entries on the bank statement.

Compare deposits recorded by the bank with deposits entered in the county books and
evidenced by bank deposit slips.

Sort checksin numerical sequence and sort other itemsin date sequence. It can be useful
to separate returned checks between those issued in the current month from those issued
previous to the current month.

List any deposits recorded in the county books that were not included on the bank
statement. (Most often these occur with deposits made at the end of the month and are
known as “depositsin transit.”)

Note on the previous month’s reconciliation any canceled checks returned with the
current statement and compare check numbers, amounts, and endorsements. These
checks should be on the outstanding check list of the previous month’s reconciliation.

Compare payee name, endorsement, check number, and amount with the check register
or disbursements journal for the checks issued during the current month. Note all items
in the register and investigate any discrepancies. (In addition to errors, thisis ameans
of identifying fraudulent or altered checks.)
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7. Determinethat al returned checks, debit memos, and service charges are entered in the
disbursements journal.

8.  List the outstanding (uncleared) checks at the end of the month:

a.  Firgt, list the checksissued from the prior month’s reconciliation that have still not
cleared the bank account.

b.  Then, list checksissued during the current month that are shown to be outstanding
in the check register or other record.

9. Prepare abank reconciliation form and determine if county books balance to the bank
Statement.

a  Name of bank,

b.  Account number,

c. Dateof bank statement,

d. Ending balance as shown by bank statement,

e. Date and amount of each deposit not recorded by bank,

f.  Explanation and amount of any errors made by bank which will increase the
balance,

g. Subtotal of amounts listed above, and
h.  Outstanding checks at end of period as shown by list developed in Step 10 below.

10. Explain any errors by the bank which will decrease the balance.
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11.

12.

13.

14.

15.

16.

17.

18.

If the balances do not agree, an error has been made in one of three ways.

a. A mistakein the process of reconciling the balances,

b.  Anincorrect entry by the county, or

c. Anincorrect entry by the bank.

Re-check all work step by step. Find the errors, if any, and correct them. Often, errors
by the financial institution are found and corrected. This should result in offsetting
entries on the bank statement, and these items should be matched. If no errors were
made in the reconciliation process, review all entries by the bank and on county books
for discrepancies. Note the discrepancies for action by the finance officer on a separate
page and attach it to the reconciliation form.

Enter the name of person who reconciled the account and the date completed on the
bottom of the form.

Forward the reconciliation and bank statement (along with canceled checks, deposit dips,
and any notes on errors) to the finance officer for review and action.

Advise the finance officer of any needed corrections.

The finance officer should approve the reconciliation form and file it in a secure place.
After the monthly reconciliation is complete, determine if any checks outstanding over
amonth have been outstanding long enough to be subject to escheat (unclaimed property)

law (reversion of unclaimed amounts to the county).

Prepare alist of checks subject to escheat and advise claimants (based on county policy)
and, if possible, of the potential reversion of the amount.

After the appropriate procedure or time period, and at the direction of the finance officer,
notify the bank and follow the requirements of the unclaimed property laws.

Often, the bank reconciliation can be performed using the computer system. In these cases,
some of the above steps can be made using the computer, such as identifying cleared and
uncleared items. The calculations and reports can then be done by the computer.
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SUBJECT:
Monitoring Cash Balances
PURPOSE:

To provide a regular means of monitoring cash balances in each official depository and
identifying how to optimize this resource.

OVERVIEW:

Because county recel pts seldom correspond to disbursements which must be made, there may
at times be large amounts of idle funds, while at other times there may scarcely be enough
funds to cover current needs. For these reasons, all counties will find it useful to monitor
balances in county depositories and plan for regular investment of idle funds. With online
banking and computers, the ability to monitor cash balances has greatly improved. The
practice of monitoring cash balances should become aregular procedure done even daily if
balances change significantly. Thefollowing procedures provide examples of how this process
can be accomplished routinely.

For smaller counties, a cash balance report should be prepared weekly. In larger counties,
where thereis ahigh volume of transactions, adaily cash balance report with the same generd
format may be desirable. When daily cash balances are abnormally high, smaller counties may
elect to complete the report daily to quickly know what balances are available for immediate
investment.

PROCEDURES:

Determining Cash Balances

1. Assemblethe following information:
a.  Book balances by bank,
b. Tota deposits since the previous report, and

c. Tota checksissued since the previous report.
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2.

3.

Compute new cash balances for each depository:

a.  Enter the previous day’s closing balance for each fund and for the bank in
total;

b.  Enter al deposits made since compiling the previous report;

c. Enter any other adjustments which might increase cash in accounts and
subtotal all items 2ato 2c;

d. Enter thetotal amount for al checksissued since compiling the last report;
e.  Enter any other adjustments which might decrease bank cash;

f.  Deduct the amounts computed in 2d and 2e from the subtotal derived in 2c;
g. Compute the amount in bank time deposits for each fund; and

h.  Compute the balance for the bank.

Repeat this procedure on adaily or weekly basis.

DISCUSSION:

Investing Cash Balances

All idle county funds not needed in the immediate future (even one day away) can be
invested to increase county revenues at minimum cost or risk. In the larger counties,
hundreds of dollars can probably be earned each day; in smaller counties, investing the

large periodic tax receipts each day can provide the same level of earnings.! In
Minnesota, qualified investments are established by Minn. Stat. 88 118A.04 and
118A.05, and include time deposits, U.S. and U.S. agency securities, repurchase
agreements, certain state and local government securities, certain types of mutual funds
whose only investments are in securities described above, in any securitieswhich area
general obligation of the State of Minnesotaor any of its municipalities, or in commercia
paper issued by United States corporations, or their Canadian subsidiaries that is of the

At asimpleinterest rate of four percent, a $100,000 certificate of deposit generates nearly $11 each day.
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highest quality and mature in 270 days or less. This is only a partia list of legal
investments and, when investing, the county should review the requirements of Minn.
Stat. ch. 118A.

To make adequate use of idle cash, an accurate forecast of all cash sources and cash
requirements should be prepared and closely monitored. Key elements include a
historical revenue and expense analysis (atotal cash flow forecast) and other forecasted
large and smaller receipts or disbursements. other maturing investments, sale of county
assets, receipt of state and federa funds, or payrolls, debt retirement, and knowledge of
upcoming other unusually large payments.

A great deal of current literature on local government finance exists. Many fine cash
management systems have been described. They enable finance officers to plan cash

requirements, monitor available funds and investments, and properly staff the function
at minimum cost.
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SUBJECT:

Electronic Funds Transfer

PURPOSE:

4540

Page 1

To provide guidance on establishing policies to control and monitor electronic funds
transfers.

OVERVIEW:

The electronic funds transfer (EFT) is the deposit to or disbursement from a financia
institution account by means of wire or other electronic communication. Minn. Stat.
§ 385.071 governs the circumstances under which electronic funds transfers may be used.
The statute states the following:

Electronic funds transfer is the process of value exchange via mechanical
means without the use of checks, drafts, or similar negotiable instruments.
Notwithstanding any other law to the contrary, a county may make electronic
funds transfers for investment purposes and for al county expenditures. The
county board shall establish policies and procedures for investment and
expenditure transactions via electronic funds transfer.

We prescribe the following accounting procedures:

1.

August 2003

Receiving money by EFT:

a Prepare a treasurer’s receipt upon receiving notice from the payor that the
funds have been transferred to your financia account. The county should not
wait for the financial institution to notify you of receipt of the funds.
However, you may want to contact your financial institution to confirm the

expected funds have arrived.
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Enter the following information on the receipt:

C Date of receipt

C Name of person, company, or agency transferring money into your
account.

C Name and number of fund(s).

C COFARS account number.
C Notation that funds were received by EFT.

b. A file must be maintained of those payors who have agreed in writing to
receipt funds to your account electronically.

2. Disbursing money by EFT:
a Prepare arecord which shows:

C Chronological number of the EFT payment.

C Time and date of disbursement.

C Payee - name, address, and account number.
C Amount of disbursement.

C Purpose of disbursement.

C COFARS account number.

C Name and number of fund(s).
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C Disbursing bank’s unique transaction identification number, if
available.
C Receiving bank or financial institution's identification number.
b. A file must be maintained of authorizations signed by payees who have

thereby agreed to have funds disbursed to their accounts electronically.
C. The treasurer should notify the disbursing bank that access to files, records,
and documentation of all EFT transactions involving tile treasurer should be

provided to the State Auditor when required for the conduct of the statutory
post audit.
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SUBJECT:

Use of Credit Cards

PURPOSE:

To provide guidance on establishing policies to control and monitor the use of credit cards.
DISCUSSION:

Minn. Stat. 8 375.171 authorizes counties to make purchases with credit cards. The law also
places restrictions on the use of the credit cards. The statute states the following:

A county board may authorize the use of a credit card by any county
officer or employee otherwise authorized to make a purchase on
behalf of the county. If a county officer or employee makes a
purchase by credit card that is not approved by the county board, the
officer or employee is personaly liable for the amount of the
purchase. A purchase by credit card must otherwise comply with al
statutes, rules, or county policy applicable to county purchases.

As noted above, the statute both authorizes the use and places restrictions on how credit
cards may beused. The use of acredit is restricted to purchases for the county. Pursuant to
the language of the statute, county credit cards should be used only by those employees and
officers of the county otherwise authorized to make county purchases.

Since use of the credit card is restricted to purchases for the county, no persona use is
permitted. The statute further providesthat if officers and employees make purchases for the
county that are not authorized by the county board, they become personally liable for the
amount of the purchase.

Minn. Stat. 8 375.171 further requires that the use of a credit card must be consistent with
other state law. For example, Minn. Stat. 8 471.38 requires that claims presented for
payment be in writing and itemized. Bills received from a credit card company lack
sufficient detail to comply with these statutory sections. Therefore, counties must also have
the invoices and receipts, from the actual purchases, needed to support the items charged in
the bill from the credit card company.
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In addition to the requirements of Minn. Stat. 8 471.38, Minn. Stat. § 375.12 requires
publication of county board minutes, including claims alowed by the board. Considered
together, these statutes require counties to publish a list of payments to those vendors
providing goods and services to the county. Listing only the credit card company would
merely identify the method of payment. It would not identify the vendors providing goods
and servicesto the county. Therefore, it isthe Office of the State Auditor’s position that if
acounty published only the identity of the credit card company rather than the vendors, the
county would not be in compliance with Minn. Stat. 88 375.12 and 471.38.

Further, the use of credit cards would require the county to act in compliance with Minnesota
chapter 475. This statutory chapter governs the issuance of debt by public entities and a
number of restrictions attached to the issuance of any obligation. Minn. Stat. § 375.171is
not intended to be another method of creating debt for the county, but rather authorizes
another type of payment method. Therefore, it isincumbent on counties to adopt a policy
of paying the total amount of credit card charges on the monthly credit card bill. The statute
does not authorize the creation of a new form of debt for the counties.

PRACTICES:
A comprehensive credit card use policy should be adopted that implements statutory
requirements, good management practices, and internal controls. A comprehensive policy

should:

C Identify the employees and officers who are authorized to make purchases on behal f
of the county and are eligible to use the card,

C |dentify the particular purchases that are to be made with the credit card,

C Set up areview process for all purchases made with the credit card,

C Prohibit the use of a county credit card for persona purchases,

C Require supporting documentation for each purchase made, and

C Inform the users of the credit cards of these policy requirements.
August 2003
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The county also should restrict the total amount of charges that can be made on the county
credit cards. Thiswill help limit the county’ s exposure to theft or other improper use of the
county credit card.

The ability to use a credit card for small purchasesin the ordinary course of business may be
advantageous to the county. However, the ability of acard holder to make the county liable
for an improper or illegal purchaseis an inherent risk associated with the use of credit cards.
Compliance with the requirements of the statute and the adoption and adherence to a policy
implementing further internal controls will greatly reduce the county’ s exposure to loss of
public funds through theft or misuse of a county credit card.
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The following sections of this procedures manual illustrate the various chart of accounts dimensions
and the coding scheme ranges for each dimension.

This section explains how the dimensions relate to each other in alogical, hierarchical sequence.
This arrangement allows counties to prepare budgets, account for, and retrieve fiscal information at
varying levels, as appropriate to each county.

This chart of accounts approach alows for the use of manual accounting systems to start with the
basic standard accounting dimensions and maintain subsidiary ledgersfor other levelsof information
and reporting purposes as those needs occur.

However, all counties are using automated accounting systems, which aso allows the counties to
utilize the program and services dimensions (Section 6000), where budgeting for areas within a
department would be useful for management, accountability, and state reporting.

The basic chart of accounts includes those dimensions presently being used by all counties. These
are: assets, liabilities, fund balances/net assets, revenues, and expenditures.

The basic chart of accounts numbering scheme is as follows:

Transaction
Fund Department Code Object

Assets XX XXX 1 XXX
Liabilities and Fund

Balances XX XXX 2 XXX
Net Assets XX XXX 3 XXX
Revenues XX XXX 5 XXX
Expenditures XX XXX 6 XXX

This numbering schemeis similar to coding schemes aready used in Minnesota counties. However,
more counties are moving towards a more expanded coding scheme. In the Human Services area,
with the large number of programs and activities that are needed for reporting to the state, additional
digits are added to include the program and service dimensions for their specific use. These
additional dimensions have been provided in Section 6000 which can be tailored to fit management
and reporting needs as they relate to any particular fund.
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If these additional dimensions are used, the structure becomes:

Transaction

Fund Department Program Service Code Object
Assets XX XXX XXX XXXX 1 XXXX
Liabilities and Fund
Balances XX XXX XXX XXXX 2 XXXX
Net Assets XX XXX XXX XXXX 3 XXXX
Revenues XX XXX XXX XXXX 5 XXXX
Expenditures XX XXX XXX XXXX 6 XXXX

By utilizing this approach, an array of mutually exclusive code numbers has been developed. Each
array of numbers has components which make it unique and applicable only to a specific areawithin
acounty.

For example, the following four entries which are all related to clerical salaries may be required:

Fund Department Object
Entry 1 Genera Auditor Clerical Salaries
Entry 2 Generd District Court Clerical Salaries
Entry 3 Road and Bridge Highway Administration Clerical Salaries
Entry 4 Human Services Income Maintenance Clerical Salaries

Three funds are represented, and two of the entries are in the general revenue fund. Each array of
the unique nine-digit account number makes up the “fund-department-object” entry and explains
exactly where the entry came from. For example, depending on the specific department and
expenditure numbers devel oped by a county, the nine digits would look like the following:

Yn this example, fund numbers 03 and 05 are used for the Road and Bridge and Human Services Special Revenue
Funds; however, the use of these specific numbersis not required.
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Overview (Continued)

Entry 1
Entry 2
Entry 3
Entry 4

5100

Page 3
Fund Department Object
01 040 6113
01 014 6113
03 301 6113
05 410 6113

The advantage of utilizing this approach (especially when acounty’ sfinancial records are automated)
issimplified reporting. For example, the following types of information can readily be reported:

N  Clerical saariesfor the county,

N Clerica salaries for each fund, and

N  Clerical salaries by department.

Asadditional dimensions (program and service) are added, counties can prepare budgets and retrieve
financial data on an organizational level that relates directly to the specific services provided by the
county. These are explained in more detail in Section 6000.
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Funds Page 1
OVERVIEW:

Included in this section of the Uniform Chart of Accountsisalisting of separate, self-balancing
fund categories. Separate funds are to be used when required by statute or may be used when
necessary for carrying on specific activities or attaining certain objectives in accordance with
special regulations, restrictions, or limitations.

The ability to create many funds, however, does not mean that a county should set up separate
funds every time special or restricted activities occur. The Governmental Accounting
Standards Board principles state the following regarding the number of funds:

Governmental units should establish and maintain those funds required by law and
sound financial administration. Only the minimum number of funds [emphasis
added] consistent with legal and operating requirements should be established,
however, since unnecessary funds result in inflexibility, undue complexity, and
inefficient financial administration. [NCGAS" 1, 129]

As ageneral approach, counties should minimize the number of funds they are using. Their
ability to achieve this objective depends on how extensively the other accounting dimensions
presented in this manual are used. Some fund categories may not be needed if a county is not
engaged in the activities described by the fund category.

Several acceptable alternative accounting practices can be used in order to minimize the
number of funds used by a county. Dedicated cash accounts can be set up to account for
restricted cash. Another approach might use separate departments, programs, or servicesto
account for specia or restricted activities.

DEFINITIONS:

A fund is defined by generally accepted accounting principles as afiscal and accounting entity
with a self-balancing set of accounts: assets, liabilities, fund residual equities or balances,
revenues, and expenditures/expenses. An expanded definition appears in Section 3220, Fund
Accounting. Funds are properly segregated when the accounts are separated so the resources
of one fund are not used to meet the obligations of another fund without proper authorization
and recording of the interfund transactions.

! National Council on Governmental Accounti ng Statement 1.
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Funds (Continued) Page 2

Funds for governmental accounting are grouped into the following three categories:

1. Governmental Funds are those through which most county functions and activities are
typically financed. The recognized fund types within the governmental fund category
are:

. General

. Specia Revenue
. Capital Projects
. Debt Service

. Permanent

2. Proprietary Funds are used to account for a county’s ongoing activities which are
financed through fees or charges rather than direct appropriations.

There are two categories of proprietary funds:

. Enterprise Funds--These funds are similar to a private business enterprise relying
on fees from the public for its operations (for example, a county golf course or
landfill).

. Interna Service Funds--This fund category is used to account for the financing of
goods and services provided by one department of a county to other departments
of a county on a cost-reimbursement basis (for example, a data processing
department might be set up as an internal service fund).

3.  Fduciary Funds--These fundsinclude all of the trust and agency funds within a county
that do not support the activities of the county. Thisfund category is used to account for
assets held by a county in a trustee capacity or as an agent for individuals, private
organizations, governmental units, and other funds.
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NUMBERING SCHEME:

Two digits have been used to code the fund category. This allows a county to maintain 99
funds, which is many more than normally recommended.

The recommended code numbers for each fund category are:

General Fund 01

Special Revenue Funds 02-29
Debt Service Funds 30-36
Capital Project Funds 37-44
Permanent Funds 45-49
Enterprise Funds 50-59
Internal Service Funds 60-69
Trust and Agency Funds 70-89
Discretely Presented Component Units 90-95

While account groups are no longer used for capital assets or long-term debt, separate fund
accounts (numbers) may be used as control accounts for these long-term activities.

Capital Assets 98
Long-Term Debt 99

GOVERNMENTAL FUND TYPES:

GENERAL FUND

This fund category includes the general or county revenue fund.
General Fund
Every county will have a general fund, which is used to account for all financial transactions

not properly accounted for in any other fund. The principal budgets of most county
departments are prepared and administered from this fund.
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SPECIAL REVENUE FUNDS

This fund type is used to account for revenues (other than trusts for individuals, private
organizations, or other governments or for major capital projects) that are legally restricted to
expenditures for specific purposes.

Many counties have set up separate funds within the specia revenue fund category to account
for each type of special revenue. Counties should consider reducing the number of funds by
using the department, program, or service dimensions to account for special revenues and their
related expenditures. The road and bridge (highway) fund and human services fund are a part
of thisfund group. Other common special revenue funds for counties are: ditch, library, and
parks.

Road and Bridge (Highway) Fund

This fund contains a self-balancing group of accounts which are to be used to record revenues
from all sources to be expended for county road and bridge functions through a budgetary
process approved by the county board of commissioners.

Human Services Fund

This fund contains a self-balancing group of accounts which are to be used to account for
revenues from all sources which are to be expended for designated human service functions
through a budgeting process approved by an appropriately designated county board.

DEBT SERVICE FUNDS

Thisfund category should be used to account for the revenue used to retire general long-term
debt and interest. Matured bond and interest coupons which have not been presented for
redemption should be recorded as a liability of the debt service fund to be paid from the cash
set aside for that purpose. Although each individual bond issue requires semi-annual interest
and annual serial bond retirement, a minimum number of debt service funds--only one, if
legally possible--should be maintained to account for all genera obligation debt service
transactions.
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CAPITAL PROJECT FUNDS

Capital project fundsare used to account for financial resources, often proceeds of bond issues,
used for large construction projects other than those financed by proprietary funds. Capital
improvement authorizations are not limited to a single fiscal year but continue until the
projects are completed. Any unexpended amounts after project completion should be
transferred to the fund from which the debt will be retired.

PERMANENT FUNDS

These funds are used to account for resources that are legally restricted so only earnings, not
any principal, may be used to support the activities of the county.

PROPRIETARY FUND TYPES:

ENTERPRISE FUNDS

These funds are used to account for self-supporting enterprises which render service primarily
to the public and are financed from external user charges. The service charges or fees should
produce sufficient revenue to cover al operating costs. An enterprise fund isaso required for
any activity whose principal revenue sources meet any of the following criteria:

Debt backed solely by fees and charges. An enterprise fund must be used to account for
an activity if outstanding debt related to that activity is solely backed by user fees and
charges.

Lega requirement to recover cost. An enterprise fund must be used if the cost of
providing services for an activity (including capital costs such as depreciation and
interest expense) must legally be recovered through fees or charges.

Policy decision to recover cost. An enterprise fund would be used if the county’s policy
IS to establish activity fees or charges designed to recover the cost of providing the
services (including capital costs such as depreciation and interest expense).

The capital assets owned by the enterprise should be capitalized in the enterprise general ledger
asset accounts (rather than with general capital assets), and their costs should be allocated to
expense through annual depreciation charges.
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The enterprise accounting system makes it possible to determine the profit or loss from
operations and the extent to which it isbeing operated as a self-supporting entity. Sometypical
enterprise funds for counties are: nursing homes, nursing services, landfill operations, and
hospitals.

INTERNAL SERVICE FUNDS

These funds are established to finance and account for services and commodities furnished by
a designated department or agency to other departments and agencies or other governmental
units on acost-reimbursement basis. The most typical activity accounted for in internal service
fundsis self-insurance.

FIDUCIARY FUND TYPES:

PRIVATE-PURPOSE TRUST FUNDS

These funds account for cash and other resources received by the county pursuant to a trust
agreement under which principal and/or income benefit individuals, private organizations, or
other governments.

PENSION (AND OTHER EMPLOYEE BENEFIT TRUST FUNDYS)

These funds should be used to report resources required to be held in trust for the members and
beneficiaries of pension and other employee benefit plans. One activity that Minnesota
counties would account for in this fund type is in situations where a county is the actua
administrator of a 457 deferred compensation plan. However, no counties are currently
administering this activity.

INVESTMENT TRUST FUNDS

These funds are used to account for the investing activity performed by the county for funds
held for other entities.

AGENCY FUNDS

These funds are used to account for funds of others (including individuals, private
organizations, and other governments) in a purely custodia capacity, generaly on atemporary
basis.
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OVERVIEW:

The department dimension isthe second level of budgeting and accounting within afund. This
section of the Uniform Chart of Accounts includes alisting of commonly used departments
within a county and the suggested numbering parameters to be used for the related
departments.

Many counties have different departmental structures. Also, many use different departmental
names for the same activity. 1n some cases, some of the departments listed in this section are
divisions of departments. All counties use the department dimension to budget and account
for expenditures within their respective counties. Counties who have chosen to utilize
additional dimensions can use this dimension for the major responsibility centers within a
county and use the “program” and “service” dimensionsto break out subordinate areas within
the major responsibility centers.

GENERAL GOVERNMENT DEPARTMENTS:

Account
Number

001-009 Legidative
Board of Commissioners
010-029 Judicial

Courts Administration
Conciliation Court
Family Court
Juvenile Court
Guardian ad Litem
Probate Court
Traffic Court
Other Courts
Grand Jury

Public Defender
Law Library
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Account

Number

030-039

040-059

060-089

090-099
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Law Clerk

Executive

County Administrator
County Coordinator
Executive Secretary

County Manager

Other County Administration

Financial Administration

Auditor

Auditor-Treasurer

Treasurer

Internal Auditing

Finance/Accounting

External Auditing and Accounting Services
Budgeting

Purchasing

General Administration

Human Resources/Personnel/Affirmative Action Officer
Data Processing/Information Technology

Central Duplicating

Central Services

Elections

Risk Management/Insurance

Public Information

L egal

County Attorney
Contracted Legal Services
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Departments (Organizational Units) (Continued)

Other Legal

Account
Number

100-109 Property Records and Control

Assessor

Recorder

Surveyor

Planning and Zoning

Geographic Information Systems (GIS)
Land Records

110-119 Buildings and Plant

Courthouse Operations

Facilities Management/Physical Plant
Maintenance

Telecommunications

Fairground’ s Buildings

Other Buildings

120-149 Other General Government

License Bureau/Motor Vehicle
Veterans Services
Vital Statistics

PUBLIC SAFETY:

200-249 Public Safety
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Sheriff

Criminal Investigation
Boat and Water Safety
Law Enforcement
Coroner
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Departments (Organizational Units) (Continued)

Account
Number

250-279 Community Corrections

County Jall

Juvenile Facilities
Probation and Parole
Court Services

Jail Canteen

Victim Assistance
Sentence to Serve
Restitution

280-299 Emergency Services

Civil Defense

Flood Control

E-911

Emergency Medical Services
Ambulance

Weather Radio

PUBLIC WORKS:

300-389 Highway

Highway Administration
Engineering

Highway Maintenance
Highway Construction
Equipment Maintenance
Traffic Control

Other
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Account
Number

390-399 Sanitation

Waste Collection

Waste Disposal

Sewage Collection and Disposal
Waste Management

Recycling

Composting

Waste Treatment

Environmental Monitoring
Household Hazardous Waste
Waste to Energy

HUMAN SERVICES:

400-479 Human Services and Welfare

General Administration

Income Maintenance

Individual and Family Social Services
HEALTH:

480-489 Health

Community Health

Nursing Services

Maternal and Child Health
Health Centers

Mental Health Administration
Women, Infants and Children
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CULTURE AND RECREATION:

Account
Number

500-519

520-599

CONSERVATION:

600-699
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Cultural

Library

Museum

Historical Society
Auditorium
Community Center
Senior Citizens

Recreation
Parks Administration

Parks and Recreation
Recreational Facilities

Agricultural and Natural Resources

County Agricultural Society

County Extension Service

Soil and Water Conservation District
County Watershed District

Agricultura Inspection

County Forester

Land Use and Management

Water Planning

Drainage

Resource Conservation and Devel opment
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ECONOMIC DEVELOPMENT:

Account
Number

700-799 Economic Development and Opportunity

Economic Development

Economic Development Authority
Redevel opment
Public Housing
Housing Redevelopment Authority

Economic Opportunity

Job Training
Job Programs
Workforce

OTHER NON-DEPARTMENTAL:

800-899 Miscellaneous and Non-Departmental

Debt Service--this would include principal payments, interest, paying
agent fees, additional escrow payments, and debt issuance costs
Intergovernmental (identify by function)

Capital Outlay (identify by function)

Suspense (temporary holding account)
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General L edger Accounts Page 1

OVERVIEW:

General ledger accounts include the balance sheet/statement of net assets accounts (assets,
liabilities, and fund balances and net assets) and the budgetary/operating accounts (revenues
and expenditures/expenses). Whether or not certain accounts are applicable is dependent on
the measurement focus of the fund type and/or government-wide presentation. Governmental
funds with their current spending resources focus tend to present current assets and liabilities,
while proprietary, fiduciary, and government-wide presentations are on full accrua and include
all economic resources.

Within each of the sections we have included major categories (e.g., under current assets, we
have included categories such as cash, investments, and taxes receivable). These major
categories are mandatory for use by all counties. However, the accounts within each category
can be utilized at the option of each county to serve its own accounting requirements.

For example, we have assigned 20 numbers (1040 to 1059) for counties to maintain their
various bank cash/checking accounts. Counties may assign these numbers as they deem

appropriate.

ASSETS:

Assets are property owned by a county which has amonetary value. Current (financial) assets
describe those assets which are avail able or can be made readily available to meet current costs
or to liquidate current liabilities. Included are such items as cash, temporary investments,
inventories, and receivables which will be collected within a short period.

Other assets describe those assets which are not expected to be available to meet current

operating costs or to liquidate current liabilities. Included are such accounts as advances,
capital assets, long-term receivables, restricted assets, and prepaid items.

August 2003

Minnesota County Financial Accounting & Reporting Standards




UNIFORM CHART OF ACCOUNTS 5400

General Ledger Accounts (Continued) Page 2

CURRENT ASSETS

Account

Number

1001

1003

1005

1006
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Cash and investments

Cash and pooled investments

Includes currency, coin, checks, money orders, and bankers' drafts on
hand or on deposit with the county treasurer or their agent designated
as custodian of cash or demand deposits with financial institutions.
Cash equivalents are short-term highly liquid investments including
Treasury bills, commercia paper, and money market funds. This
account includes certain securities (e.g., Treasury bills) that are
classified as investments in the notes to the financial statements to
disclose credit and market risks.

Undistributed cash in agency funds (taxes. other)

Cash in agency funds belonging to either governmental or proprietary
funds that has not yet been distributed.

Petty cash and change funds

The amount of cash in a departmental control account kept for petty
cash and change purposes for all other departments and the treasurer.

Departmental cash

The amount of cash in a department that represents fees and charges
that have not yet been remitted to county treasury.
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Account
Number
1010 Dedicated cash
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1040

1060

1065

1070

Amounts held as restricted cash for specific purposes such as a socia
welfare trust fund or for other such purposes as ditches. Account
numbers 1010 to 1039 are reserved for various dedicated cash accounts
as an aternative.

Bank cash - checking accounts

The amount of cash on hand in all demand deposit accounts in banks
and immediately available for the general operating activities. Account
numbers 1040 to 1059 are reserved for the various bank checking
accounts.

Bank cash - savings accounts

The amount on deposit in banks and available for general operating
activities. These are time deposits which may earn interest.

Certificates of deposit

Thisinterest-earning account represents one or more balanceswhich are
considered to be deposits. Certificates of deposit are obligations issued
by banks and thrift institutions. They are easily converted to cash,
much like savings account funds.

Cash with fiscal or escrow agent

Funds deposited with a fiscal agent for debt retirement, interest
payments, or anticipated expenses related to new debt issuance.
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Account
Number
1085 Sinking fund - various
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1090

1091

1092

1093

This account may be used in the debt service fund, special revenue
fund, or an enterprise fund or intergovernmental service fund. It isthe
amount of cash often deposited in specia accounts as required by bond
indentures.

Investments

Investments - current

Income-earning securities that have been purchased by the county and
are expected to be held for less than one year.

U.S. government obligations

This represents the debt obligationsissued by the U.S. government and
its agencies that the county has purchased with surplus funds.

Mutual funds

Represents investment company investments that are restricted to
government bonds, notes, bills, mortgages, and other securities that are
direct obligations or guaranteed by the U.S. government.

Minnesota obligations

This amount represents the debt obligations issued by the State of
Minnesota that the county has purchased with surplus funds.
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Account
Number
1094 Commercial paper
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1095

1096

1097

1098

Investments in short-term promissory notesissued by corporations with
maturities ranging from two to 270 days.

Municipal obligations

This amount represents the municipal obligations that the county has
purchased with surplus funds.

Repurchase agreements

This amount represents the purchase price of repurchase agreements,
contracts related to debt obligations of the U.S. government and its
agencies which have been sold by a second party with a specific
maturity date ranging from afew daysto one year.

Negotiable certificates of deposit

This account represents one or more balances which are considered to
be investments. Certificates of deposit are obligations issued by banks
and thrift institutions that have a secondary market and typically have
been sold through a broker.

Other investments

All other income-earning securities authorized by Minnesota statutes.
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RECEIVABLES'

Account
Number

Property taxes receivable

1100 Current
Unpaid real and persona property taxes for the current year.
1110 Prior

Real and personal property taxes collectible in prior years that are
unpaid at year-end.

1120 Interest and penalties on property taxes receivable

The uncollected portion of interest and penalties on unpaid property
taxes.

1130 Forfeited tax receivable

Legal claims against property that have been exercised because of
nonpayment of delinquent taxes, interest, and penalties. Installment
payments due on lands sold at (or because of) tax sale auctions or
repurchase of lands after forfeiture. Includes sale of timber and rental
of forfeited lands.

1For most receivables, a county should evaluate whether a contra-account is heeded for that receivable for an estimated
amount that will not be collected. The account number assigned to the contra-account should relate to account number assigned
to the receivable account. For example, the allowance for uncollectible current property taxes could be 1101 or 1105.
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Account
Number
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Specia assessments receivable

1140 Current

The uncollected portion of special assessments that the county placed
on the current year’ stax rolls.

1150 Noncurrent

Also known as deferred specia assessments, these represent specid
assessments that have been levied but are not due within one year.

1160 Prior

Specia assessments that the county placed on prior year’ stax rolls that
are unpaid at year-end.

1180 Interest on special assessments

The uncollected portion of interest receivable due on unpaid
installments of special assessments.

Operating receivables

1200 Accounts receivable

This amount represents accounts from individuals or businesses and
does not include amounts due from other funds or other governmental
units. It does not include items such as taxes or special assessments
receivable and should not be commingled or combined in any grouping
of such accounts.
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Account
Number
1201 Reserve for uncollectible accounts receivabl e (credit)

The portion of accounts receivable which is estimated will never be
collected. The balance in this account is reported as a deduction from
accounts receivable to indicate net accounts receivable. (See aso
footnote 1.)

1210 Unbilled accounts receivable

The estimated amount of accounts receivable for goods and services
rendered but not yet billed to customers.

1220 Notes receivable

An unconditional written promise, signed by the maker, to pay acertain
sum on demand or at afixed or determinable future time either to the
bearer or to the order of a person designated therein.

1230 Rent receivable

Amounts due to the county pursuant to operating leases or rent
agreements.

1240 Loans receivable

Amounts that have been loaned to individuals, businesses, or
organizations external to the county, including notes taken as security
for such loans.

1250 Accrued interest receivable

This amount represents interest earned on invested funds which have
not been paid because the maturity date of the investment is some time
in the future.
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Account
Number
1260 Due from other funds

1280

1285

This represents short-term obligations due from one fund to another.
Counties should consider separate accounts for receivables from
different fund types or each individual fund. This may assist with
financia statement preparation.

Due from other governmental units

This represents amounts due the county from another government.
These amounts may represent intergovernmental grants, entitlements,
or shared revenues or may represent loans or charges for goods or
services rendered by the county for another government.

Due from component unit

Amounts owed by adiscretely presented component unit to the county
as aresult of goods or services provided or loans made to the discretely
presented component unit.

RESTRICTED ASSETS

Assets whose use is subject to constraints that are either (a) externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations
of other governments; or (b) imposed by law through constitutional provisions or
enabling legidation. These are more typically found in proprietary funds or at the
government-wide level. Account numbers 1300 through 1399 have been set aside for

these assets.
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OTHER ASSETS

Account
Number

1410 Advances to other funds

Amounts that are owed, other than charges for goods and services
rendered, to aparticular fund by another fund of the county and that are
not due within one year.

1420 Advances to other governments

Long-term receivable for advances made to another government.

1425 Advances - employees

Advances madeto employeesin the form of travel advances before they
are earned.

1430 Advances - others

Receivable for long-term advances made to others.

1451 Inventories - materials and supplies

Vaueat cost of materials and supplies on hand for future consumption.

1452 Inventories - storesfor sale

Goods held for resale rather than for use in operations.

1460 Prepaid items

Chargesincurred for benefits to be received in future periods. (Credit
amounts charged to expenditure/expense in future periods.)
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Account
Number
1470 Deferred charges

1475

1480

Nonregularly recurring, noncapital costs of operations that benefit
future periods. These costs include those incurred in connection with
the issuance of debt (e.g., underwriting and legal fees).

Investments in joint ventures

Investments and subsequent allocations of earnings or losses for joint
ventures where the county has an equity interest.

Capital assets, held for resale

Property held by the county not for county use, but rather on a
temporary basis until sold.

CAPITAL ASSETS
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1500

1510

Land

Acquisition cost of land, including the purchase price and related costs
of the purchase, such as fees, demolition, and clearing costs necessary
to prepare the land for its intended use. (Used to capitalize the
expenditure account, Site or grounds acquisition.)

Infrastructure and infrastructure improvements

Acquisition or construction costs for tangible property that is normally
both stationary in nature and can be preserved for asignificantly greater
number of yearsthan other types of property. Examplesinclude: roads,
bridges, tunnels, storm drainage systems, water and sewer systems,
dams, and lighting systems. (Used to capitalize the expenditure account,
Infrastructure acquisition or construction.)

Minnesota County Financial Accounting & Reporting Standards




UNIFORM CHART OF ACCOUNTS 5400

General Ledger Accounts (Continued) Page 12
Account
Number
1515 Accumulated depreciation - infrastructure (credit)

The accumulation of systematic and rational allocations of the
estimated cost of using infrastructure, on ahistorical cost basis, over the
useful lives of the infrastructure. This account is not used for any
infrastructure that is reported using the modified approach.

1520 Buildings and structures

Acquisition or construction cost of buildings owned. This account
includes the purchase price of buildings acquired and related costs of
the purchase. This account includes the construction cost of new
buildings such as consulting, excavation, general, mechanical,
electrical, and insurance and other miscellaneous expenses incurred in
construction. This account aso includes the cost of fixtures attached
to and forming a permanent part of the building, building improvement
expenditures, and land improvement expenditures associated with the
construction of a new building. (Used to capitalize the expenditure
account, Building acquisition or construction.)

1525 Accumulated depreciation - buildings (credit)

The accumulation of periodic credits made to record the expiration of
the estimated service life of buildings in enterprise or interna service
funds and at the government-wide level.

1530 Improvements other than buildings

Cost of improvements made to land such as sidewalks, curbing, fences,
retaining walls, water sprinkler systems, landscaping, and parking lots.
(Improvement expenditures resulting from the construction of a new
building should not be included in this account but should be included
in Buildings and structures, #1520.)
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General Ledger Accounts (Continued) Page 13
Account
Number

1535 Accumulated depreciation - improvements other than buildings (credit)

The accumulations of periodic credits made to record the expiration of
the estimated service life of improvements other than buildings in
enterprise or internal service funds and at the government-wide level.

1536 L easehold improvements

Cost of improvements and alterations made to leased property. (Used
to capitalize the expense account, Buildings - leased.)

1538 Accumulated amortization (depreciation) - leasehold improvements

(credit)

Reflects the expiration of the service life of leasehold improvements
over the useful life of the improvement or the life of the lease,
whichever is shorter.

1540 Machinery, vehicles, furniture, and equipment

Tangible property of amore or less permanent nature, other than land
or buildings and improvements thereon. Examples are: machinery,
tools, furniture, and furnishings. (Used to capitalize the expenditure
account, Machinery and equipment purchase.) Also, includesthe value
at cost of trucks, automobiles, and other vehicles and other off-the-road
maintenance equipment. (Used to capitalize the expenditure account,
Vehicles purchased.)

1545 Accumulated depreciation - machinery, vehicles, furniture, and
equipment (credit)

The accumulation of periodic credits made to record the expiration of
the estimated service life of machinery, vehicles, furniture, and
equipment in enterprise or interna service funds and at the
government-wide level.
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General Ledger Accounts (Continued) Page 14
Account
Number
1550 Construction-in-progress

August 2003

1560

1565

Vaueat cost of land, building, and attached equipment projects being
constructed but not completed. Upon completion of the project, these
accounts should be closed out and the costs capitalized in the Land;
Buildings and structures;, and Equipment, furniture, and fixtures
accounts.

Landfill

Cost of constructing or acquiring landfill structures. This would not
include any land costs. These assets also could be accounted for in
buildings or other improvements.

Accumulated depreciation - landfill

Allocation of the cost of landfill asset over its useful life.

Works of art and historical treasures

Callectionsor individual itemsof significance that are owned by alocal
government that are not held for financial gain, but rather for public
exhibition, education, or research in furtherance of public service.
Collections or individual items that are protected and cared for or
preserved and subject to an organizational policy that requires the
proceeds from sales of collection items to be used to acquire other
itemsfor collections. There can be two types of collections.
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Account
Number
1570 Inexhaustible collection or items

Collections where the economic benefit or service potential isused up
so slowly that the estimated useful lives are extraordinarily long.
Because of their cultural, aesthetic, or historical value, the holder of the
asset applies efforts to protect and preserve the asset in a manner
greater than that for similar assets without such cultural, aesthetic, or
historical value.

1572 Exhaustible collections or items

Collections or items whose useful lives are diminished by display or
educational or research applications.

1575 Accumulated depreciation - worksof art and historical treasures (credit

Allocation of the value of the works of art and historical treasures over
the estimated useful lives of these exhaustible assets.

LIABILITIES AND OTHER CREDITS:

CURRENT LIABILITIES

August 2003

2001 Warrants payable

Account balance reflects liabilities from registered warrantswhich have
been issued but have not been redeemed.

2005 Vouchers payable

Liabilities for goods and services evidenced by vouchers that have been
pre-audited and approved for payment but that have not been paid.
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Account
Number
2020 Accounts payable
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2028

2030

2032

2035

2040

A short-term liability reflecting amounts on open account owing to
private persons or organizations for goods and services received by a
county.

Refunds payable

Amounts due back to individuals or others because of overpaymentsto
the county.

Accrued salaries and wages payable

Current liability for amounts due employees and former employees for
personal services.

Accrued payroll taxes

Liability for employee's portion of saary-related taxes, including
federal and state income taxes.

Benefits or employer’ s contribution payable

Liability for unpaid employer’ s portion of expenses related to employee
benefits, including FICA, unemployment, and workers' compensation.

Compensated absences payable - current

Current portion or fund liability for amounts owed to employees for
unpaid vacation and sick leave liabilities.
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Account
Number
2050 Claims and judgments payable - current
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2060

2070

2090

2100

Current liability for amounts owed as the result of administrative or
court decisions, including workers compensation, unemployment,
improper arrests, property damage, and condemnation awards. These
amounts can be included in accounts payable for financial reporting.

Contracts payable

Balance reflects amount due on contracts for goods or services
furnished to another governmental unit.

Retainage payable

A portion of amounts due on construction contracts. Such amounts
represent a percentage of the total contract price that isnot paid pending
final inspection, the lapse of a specified time, or both.

Due to other funds

Balance is amount due to other funds of the same county that are due
within oneyear. A detailed ledger should show account activity of each
fund.

Due to other governments

Account represents amount due on a current or delinquent basis to
another governmental agency. A detailed ledger should show account
activity of each agency.
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Account
Number
2110 Due to component unit

August 2003

Amounts owed by the county (primary government) to a discretely
presented component unit as a result of goods or services provided or
current portion of loans made by the discretely presented component
unit.

2120 Due to the primary government (county)

Amounts owed to the county by a discretely presented component unit.

2200 M atured bonds payable

Unpaid bonds/debt that have reached or passed their maturity date.

2210 Matured interest payable

Unpaid interest on bonds that have reached or passed their maturity
date.

2220 Accrued interest payable

Interest costs related to the current period and prior periods, but not due
or payable until alater date.

2230 Deferred revenue - unavailable

Amounts under the modified accrual basis of accounting for which
asset recognition criteria have been met but for which revenue
recognition criteria have not yet been met because such amounts are
measurable but not available for expenditure.
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Account
Number
2240 Deferred revenue - unearned

Amounts under the accrual and modified accrual basis of accounting for
which asset recognition criteria have been met but for which revenue
recognition criteria have not yet been met because such amounts have
not yet been earned.

2250 Unapportioned taxes

The amount in the taxes and penalties fund during the year that has not
been distributed to county funds and others.

2260 Estimated liability for landfill closure and postclosure care costs -
current

Current portion of the estimated future costs for closure and postclosure
care for county-owned landfill.

2270 Customer deposits

Liability for deposits made by customers as a prerequisite to receiving
goods or services the county provides.

2305 Notes payable - current

The face value of notes generally due within one year, including
governmental fund notes payables.

2310 General obligation bonds payable - current

The face value of current portion of general obligation bonds due
within one year.
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Account
Number
2315 Special assessment bonds payable - current

Account balance reflects the face value of the current portion of specia
assessment bonds due within one year.

2320 Revenue bonds payable - current

Account balance reflects the face value of the current portion of
revenue bonds due within one year.

2325 Certificates of participation payable - current

This account reflects the face value of the current portion of certificates
of participation due within one year.

2330 Facilities |ease revenue bonds payable - current

This account reflects the face value of the current portion of facilities
lease revenue bonds payable due within one year.

2335 Capital notes payable - current

This account reflects the face value of the current portion of capital
notes payable due within one year.

2340 Capital leases payable - current

Current portion of the discounted present value of total future stipul ated
payments on |ease agreements that were capitalized.

2350 Other current liabilities

Appropriately descriptive account titles should be used for other items
that are considered current liabilities.
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General Ledger Accounts (Continued) Page 21

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS

Separate account numbers should be used for liabilities that the county will pay off using
restricted assets. These accounts will be similar in nature to other current liabilities,
i.e. accounts payable, accrued interest payable, contracts payable, etc. The account
numbers 2400 through 2499 have been designated for these accounts, which primarily
will be used for proprietary funds or at the government-wide level.

NONCURRENT LIABILITIES

Account
Number

August 2003

OTHER NONCURRENT LIABILITIES

2510 Customer deposits - noncurrent

Deposits received from customers that are not expected to be refunded
within the next year.

2520 Advances from other funds

Balance reflects amounts owed to other funds where such amounts are
payable in years subsequent to the current year. Balance may represent
along-term advance. Generally, with advances, there is a repayment
schedule. The county should consider separate accounts for advances
between fund types or between individual funds. By fund type would
be:

2516 Advances from governmental funds
2517 Advances from proprietary funds
2518 Advances from fiduciary funds

2530 Advances from other governments

Balance reflects amounts owed to other units of government where such
amounts are payable in years subsequent to the current year.
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Account
Number
2540 Compensated absences - noncurrent

The noncurrent portion of amounts owed to employees for unpad
vested sick and vacation leave.

2550 Claims and judgments payable - noncurrent

Noncurrent portion of liability for amounts owed as the result of
administrative or court decisions, including workers' compensation,
unemployment, improper arrests, property damage, and condemnation
awards.

2560 Estimated liability for landfill closure and postclosure care costs -
noncurrent

Noncurrent portion of the estimated future costs for closure and
postclosure care for county-owned landfill.

2570 Advance from primary government (county)

Noncurrent portion of amounts owed by a discretely presented
component unit to the county (primary government) as a result of
loans/advances made to the discretely presented component unit.

2580 Net pension obligation

The cumulative difference between annual pension cost and the
employer’s contributions to a pension plan. (Because counties are
required to pay 100% of the annual requirement, it is generally expected
that this account will not be needed.)

2590 Other noncurrent liabilities

Appropriately descriptive account titles should be used for any
additional noncurrent liabilities.
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Account
Number

Noncurrent debt liabilities!

2605 Notes payable - noncurrent

The face value of notes not due within one year.

2606 Unamortized premium on debt

The unamortized portion of the excess of debt proceeds over the face
value of the debt (excluding accrued interest and issuance costs).

2607 Unamortized discounts on debt

The unamortized portion of the excess of the face value of the debt over
the amount received from the sale (excluding accrued interest and
issuance costs).

2608 Unamortized charge--refunding debt

The unamortized portion of the difference between the reacquisition
price and the net carrying amount of debt that has been refunded in
either an advance refunding or current refunding transaction. This
account is added to or deducted from the related debt reported on the
balance sheet.

M The noncurrent portion of debt is presented in the financia statements net of any related premiums or discounts or, if
refunding, issue the unamortized charge. However, within the accounts, it will be beneficial to establish separate accounts for
these balances.
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Account
Number
2610 General obligation bonds payable - noncurrent
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2615

2620

Account balance reflects the face value of the long-term portion of
genera obligation bonds issued and unpaid.

2611 Unamortized premium on debt
2612 Unamortized discounts on debt
2613 Unamortized charge--refunding debt

Specia assessment bonds payable - noncurrent

Account balance reflects the face value of the long-term portion of
specia assessment bonds with government commitment issued and
unpaid.

2616 Unamortized premium on debt
2617 Unamortized discounts on debt
2618 Unamortized charge--refunding debt

Revenue bonds payable - noncurrent

Account balance reflects the face value of the long-term portion of
revenue bonds issued and unpaid.

2621 Unamortized premium on debt
2622 Unamortized discounts on debt
2623 Unamortized charge--refunding debt
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Account
Number
2625 Certificates of participation payable - noncurrent

This account reflects the face value of the noncurrent portion of
certificates of participation due within one year.

2626 Unamortized premium on debt
2627 Unamortized discounts on debt
2628 Unamortized charge--refunding debt

2630 Facilities |ease revenue bonds payable - noncurrent

This account reflects the face value of the noncurrent portion of
facilities lease revenue bonds payable due within one year.

2631 Unamortized premium on debt
2632 Unamortized discounts on debt
2633 Unamortized charge--refunding debt

2635 Capital notes payable - noncurrent

This account reflects the face value of the noncurrent portion of capital
notes payable due within one year.

2636 Unamortized premium on debt
2637 Unamortized discounts on debt
2638 Unamortized charge--refunding debt

2640 Capital leases payable - noncurrent

Noncurrent portion of the discounted present value of total future
stipulated payments on |ease agreements that were capitalized.

2641 Unamortized premium on debt
2642 Unamortized discounts on debt
2643 Unamortized charge--refunding debt
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FUND BALANCES

Account
Number

Reserved Fund Balance

2710 Reserved for debt service
Segregation of a portion of fund balance for resources legally restricted
to the payment of general long-term debt principal and interest
maturing in future years.

2715 Reserved for endowments
Account used to indicate that permanent trust fund balances are legally
restricted to endowment purposes.

2720 Reserve for encumbrances
Segregation of a portion of fund balance for commitments related to
unperformed contracts.

2725 Reserve for advances to other funds
Reflects the noncurrent portion of long-term interfund receivables.

2730 Reserved for inventories
An account used to segregate a portion of fund balance to indicate,
using the purchases method for budgetary purposes, that inventories do
not represent “available spendabl e resources.”

2735 Reserved for noncurrent loans receivable
Segregation of a portion of fund balance to indicate that noncurrent
portions of loans receivables do not represent expendable available
financia resources.
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Account
Number
2740 Reserved for prepaid items

2745

2750
2752
2754
2756
2758
2760
2762

2764

August 2003

Segregation of a portion of fund balance to indicate that prepaid items
do not represent expendable available financial resources.

Reserved for capital assets held for resale

Segregation of a portion of fund balance to indicate that capital assets
held for resdle do not represent expendable available financia
resources.

Other fund balance reserves

The following represents some other typical reserves of fund balance
that are legaly (by law or agreement) restricted for specific purposes.
Additiona reserves can be set up within the account number range
2750 through 2799.

Reserved for missing heirs

Reserved for law library

Reserved for recorder equipment purchases

Reserved for enhanced 911

Reserved for cash and investments with escrow agent

Reserved for landfill closure/postclosure costs

Reserved for boat and water safety

Reserved for sheriff’ s contingency
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Account
Number
2766 Reserved for forfeiture property
2768 Reserved for gravel pit closure
2770 Reserved for veteran’s van
2772 Reserved for perpetual care
2774 Reserved for conservation
2776 Reserved for

Unreserved Fund Balance

Unreserved fund balance is segregated into two general categories:
designated and undesignated.  Designations represent county
management’ s tentative plans for future financial resources use. The
following accounts are some typical designations used by counties. The
account number range of 2800 through 2879 has been set aside for

designations.
2801 Designated for subsequent year’ s expenditures
2803 Designated for cash flows
2805 Designated for capital improvements
2807 Designated for compensated absences
2809 Designated for contingencies
2811 Designated for petty cash and change funds
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Account
Number
2813 Designated for capital equipment
2815 Designated for recycling
2817 Designated for unrealized gains on investments
2819 Designated for
2880 Undesignated fund balance

Portion of fund balance representing expendable available financid
resources.

NET ASSETS

3100 Net assets, invested in capital assets, net of related debt

The component of the difference between assets and liabilities of
proprietary funds and at the government-wide level that consists of
capital assets less both accumulated depreciation and the outstanding
net balance of debt that is directly attributable to the acquisition,
construction, or improvement of those assets.

Net assets, restricted for

The component of the difference between assets and liabilities of
proprietary funds and at the government-wide level that consists of
assets with constraints placed on their use by either external parties
(e.g., creditors or grantors) or through constitutional provisions or
enabling legislation less any related liabilities. The account number
range 3200 through 3279 has been set aside for restricted net assets.
Some common examples of restricted assets follow.
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Account

Number
3201 Restricted for debt services
3203 Restricted for capital projects
3205 Restricted for general government
3207 Restricted for public safety
3209 Restricted for highways and streets
3211 Restriction for sanitation
3213 Restricted for human services
3215 Restricted for health
3217 Restricted for culture and recreation
3219 Restricted for conservation
3221 Restricted for economic development
3223 Restricted for endowments - permanent
3225 Restricted for endowments - temporary

Fiduciary Net Assets

3281 Net assets, held in trust for pool participants

The difference between the assets and liabilities of external investment
pools reported by the sponsor county in an investment trust fund.
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Account
Number
3285 Net assets, held in trust for other purposes

The difference between the assets and liabilities of fiduciary funds,
other than investment trust funds.

3300 Net assets, unrestricted

The difference between the assets and liabilities of proprietary funds
and at the government-wide level that is not reported as net assets,
invested in capital assets, net of related debt or restricted net assets.
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In governmental funds, revenues are presented by source in the fund financial operating statement.
The sources of revenue are categorized into the following groups. taxes and penalties, specid
assessments, licenses and permits, intergovernmental revenue, charges for services, fines and
forfeitures, gifts and contributions, investment earnings, and miscellaneous. Also included are
account numbers for other financial inflows, including other financing sources, special items,
extraordinary items, and capital contributions. For severa reasons, counties will find it beneficial
to also code revenues to the program generating or using that revenue if it can clearly beidentified.
For proprietary funds, revenues need to be identified between operating and nonoperating, but the
same coding structure can be used. Differences can occur between the timing and amount of revenue
recognition because of the different bases of accounting. For fiduciary trust funds, counties should
establish accounts that result in additions to fiduciary net assets. The term “revenues’ is not used
for fiduciary funds.

Genera Ranges for Revenue Sources

The following are the general broad ranges for the revenue sources:

Account
Number

5001-5049 Taxes

5050-5099 Specia assessments

5100-5199 Licenses and permits

5200-5499 Intergovernmental
5200-5249 Shared revenues
5250-5269 Intergovernmental charges
5270-5279 Paymentsin lieu of taxes
5280-5299 Loca grants
5300-5399 State grants
5400-5499 Federa grants

5500-5599 Charges for services

5600-5699 Fines and forfeitures

5700-5749 Investment earnings

5750-5799 Gifts and contributions

5800-5899 Miscellaneous

5900-5999 Other financing sources, special items, extraordinary items, and other

August 2003

Minnesota County Financial Accounting & Reporting Standards




UNIFORM CHART OF ACCOUNTS 5500

Sources of Revenue/Additions (Continued) Page 2

TAXES:

Account
Number

Property taxes, interest, and penalties

5001 Property taxes - current

Taxeslevied on rea and personal property collected during the current
year. It excludestaxes on mobile homes.

5003 Property taxes - light and power

Special taxes levied on the related physical assets of privately-owned
electrical utilities--generating facilities, substations, and distribution
power lines.

5004 Property taxes - delinquent

Taxes levied on real and personal property collectible in prior years
which were collected during the current year.

5005 Penalties, interest, and costs

Penalties collected on al types of property taxes and interest charged
for late payment of prior year delinquent taxes.

5006 Fiscal disparities

Distributions of a portion of property taxes on commercial-industrial
properties based on the area-wide net tax capacity calculated by the
administrative auditor pursuant to the Minnesota Fiscal Disparities Act,
Minn. Stat. ch. 473F.
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Account
Number
5007 M anufactured home - current

Taxes levied on the assessed valuation of mobile homes collectible
during the current year.

5008 Manufactured home - delinquent

Delinquent mobile home taxes collected.
5009 Tax increment

Incremental property tax revenues captured for county redevel opment
districts. Also, excesstax increment revenues distributed to the county.

5010 Forfeited property

Revenue received from the settlement of tax foreclosure land sales.

OTHER TAXES

5011 Aqgaregate material production (gravel) tax

County share of tax imposed on the extraction/production of aggregate
material.

5013 Mortgage registry

County share of tax revenue received for registering mortgages.
5014 Deed tax

County share of tax revenue imposed on transferring deeds on real
property.
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Account
Number
5015 L ocal salestaxes

Local tax imposed by specia legidation on sales within the county and
pursuant to Minn. Stat. § 297A.98.

5016 Lodging tax

Local tax imposed by specia legidation on lodging within the county.
5018 Other tax

Other taxes imposed by the county.

SPECIAL ASSESSMENTS:

5051 Special assessments - current

Current special assessment levies against benefitting property owners
for improvements and/or other services not provided by the general tax
levies.

5052 Special assessments - current/prepaids

Prepaid collections of specia assessments against benefitting property
owners prior to alevy.

5054 Special assessments - delinquent

Delinquent collections of assessments against benefitting property
owners for improvements and/or other services not provided by the
genera tax levies.
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Account
Number
5055 Special assessments - penalties and interest

Penalties collected on al types of property taxes and interest charged
for late payment of prior year delinquent taxes.

LICENSES AND PERMITS:

5100 Business licenses and permits

Revenues from businesses and occupations which must be licensed
before doing business within the government’s jurisdiction, such as
liquor, beer, cigarettes, lodging, auctioneer, transient merchants, waste
disposal, etc.

5150 Non-business license and permits

Revenues from all non-business licenses and permits levied according
to the benefits presumably conferred by the license permit, such as
bicycle, pets, marriage, etc.

INTERGOVERNMENTAL REVENUES:

State shared revenue

Numbers 5201 to 5249 have been reserved for revenues received from the state government
which are distributed based on state statute or regulation, including formula aid. These
include:

Agricultural conservation credit (Minn. Stat. 8 273.119)
Agricultural preserves credit (Minn. Stat. 8§ 473H.10)

Attached machinery aid (Minn. Stat. § 273.138)

Criminal justice local government aid (Minn. Stat. 8 477A.0121)
Disaster credit (Minn. Stat. § 273.123)

Disparity reduction aid

Enhanced 911
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Enterprise zone credit (Minn. Stat. 8 469.171)

Family preservation aid (Minn. Stat. § 477A.0122)
Highway users tax

Market value homestead and agricultural credit aid (Minn. Stat. § 273.1384)
Local government aid

Manufactured home homestead and agricultural credit aid
Native prairie credit

PERA rate reimbursement (Minn. Stat. § 273.1385)
Taconite property tax relief

Water craft registration

Wetlands credit

Supplemental homestead credit (Minn. Stat. § 273.191)

Intergovernmental charges, paymentsin lieu of taxes, and local grants

Payments received from the state, federal, or local governments for a variety of purposes.

Local participating highway - contractual

Revenue received from highway construction participation of municipalities and other agencies
in road, signal, bridge, and right-of-way expenditures. Construction is performed by a
contractor.

Local participating highway - force

Revenue received from highway construction participation of municipalities and other agencies
in road, signal, bridge, and right-of-way expenditures. Construction is performed by county
employees and not by a contractor.

Highway maintenance agreements

Revenue received from other governmental agencies based on agreements with them for the
maintenance of roads, bridges, and signals owned either by the governmental agencies or
jointly with the county.
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Intergovernmental charges - state

Revenues received from the state for certain services provided by the county.

Paymentsin lieu of taxes for natural resource lands - state

State revenue in lieu of taxes for services the county provides to state-owned natural resource
lands.

Paymentsin lieu of taxes for natural resource lands - federal

Federal revenue in lieu of taxes for services the county provides to federally-owned natural
resource lands.

Paymentsin lieu of taxes - local

Revenues recelved from local governmentsin lieu of property taxes for services provided by
the county.

Local grants

Grants from other local governments for specific programs or uses.

State grants

Numbers 5300 to 5399 have been reserved for revenues received from the state government
which are distributed for specific programs or use. Sufficient detail in the accounting records
should indicate the state department source and a description of the grant.

Federa grants

Numbers 5400 to 5499 have been reserved for revenues received from the federal government
which are distributed for specific programs or uses. Sufficient detail in the accounting records
should indicate the federal department providing the grant, if pass-through funding; the state
department or other agency administering the grant; the catalog of federal domestic assistance
number for the program; and other pertinent information.
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CHARGES FOR SERVICES:

Account
Number

5500 Chargesfor services

We have reserved numbers 5500 to 5549 to allow for development of
specific fee accounts as applicable and useful to the county. These are
charges for current services exclusive of revenues from public utilities
and other public enterprises. Chargesfor services should be segregated
between genera government, public safety, highway and streets,
sanitation, health and welfare, culture-recreation, education, and other
charges.

5590 Internal -county fees

Account represents various revenues received by one department of a
county for providing materias or services for other departments within
acounty.

FINES AND FORFEITURES:

August 2003

5610 Statutory

Account represents revenue received from fines, bail forfeitures, and
penalties imposed for statutory offenses.

5615 Forfeitures and bond

Account represents bond and bail funds received and |ater forfeited.

5620 Municipal

Account represents revenue from court fines for violation of municipal
ordinances.
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Account
Number
5625 Highway patrol

Account represents revenue from court fines for violation of state
highway laws and regulations.

5630 Boat and water

Account represents revenue from court fines for violation of state boat
and water laws and regulations.

5635 Chemical dependency

Account represents revenue from court fines for violation of chemical
dependency laws and regulations.

5640 Game and fish

Account represents revenue from court fines for violation of state game
and fish laws and regulations.

5645 Snowmobile

Account represents revenue from court fines for violation of state
snowmobile laws and regulations.

INVESTMENT EARNINGS:

August 2003

5710 | nvestment earnings

Revenue received as interest or other earnings on investments.
(Redlized gains or losses on investment transactions which result from
the purchase of an investment at other than the par value or from the
sale of an investment prior to maturity may be included in this account
if the realized gain or loss is from unrestricted funds.)

Minnesota County Financial Accounting & Reporting Standards




UNIFORM CHART OF ACCOUNTS 5500

Sources of Revenue/Additions (Continued) Page 10
Account
Number
5720 Investment earnings restricted

Revenue received as interest or other earnings on investments that are
restricted for a specific use or program.

5730 Net increase (decrease) in the fair value of investments

Impact on investment earnings of changes in the fair value of
investments other than certain short-term money market investments.

GIFTSAND CONTRIBUTIONS:

5750 Contributions and donations from private or other sources - general

Revenue received from non-public sources as contributions and
donations for general uses of the county.

5760 Contributions and donations from private or other sources - restricted

Revenue received from non-public sources as contributions and
donations that are restricted by the donor to specific purposes.

MISCELLANEOUS REVENUES:

5810 Rents and royalties

Revenue received from the lease or rental on buildings, vehicles, land
and easements, signs, parking lots, etc.

August 2003
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Sources of Revenue/Additions (Continued) Page 11
Account
Number
5820 Redeposits

Dishonored checks returned by banks are charged to this account.
Subsequent collections on dishonored checks are credited to this
account (at the end of the fiscal period, any remaining checks
determined to be collectible are reclassified as an asset - accounts
receivable).

5825 Escheats

The uncompensated acquisition of missing heirs property unclaimed or
abandoned by its owners.

5830 Miscellaneous other revenue

Miscellaneous other revenue not provided for above.

OTHER FINANCING SOURCES:

5910 Interfund transfers

Financial inflows from other funds of the county that are not classified
as interfund services provided and used, reimbursements, or loans.

5915 Payments from component units

Financial inflows received from component units of the county that are
not for services provided.

5920 Sales of capital assets

Revenue received from the sale of capital assets, except for unusual
sales. (See Specid Items.) For proprietary funds, you would recognize
the gain on sale or disposal of capital assets.
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Account
Number
5925 Compensation for |oss of capital assets

Financial compensation, such as insurance proceeds, for the loss of
county capital assets. For proprietary funds, you would recognize the
gain on any compensation received for the loss of capital assets.

5930 Capital leasesissued

Present value of future minimum lease payments for leases of capital
assets for which ownership is essentially transferred to the county.

5940 General obligation bonds issued

The face amount of general obligation bonds issued.

5945 Refunding bonds issued

The face amount of bonds issued to refinance existing debt.

5950 Specia assessment bonds issued

The face amount of bonds issued that will be funded by specia
assessments against benefitting properties.

5955 Capital improvement notes issued

The face amount of genera obligation capital improvement notes
issued.

5960 Bonds - revenue

Proceeds received from revenue bonds whose principal and interest are
payable exclusively from earnings of a public enterprise.
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Sources of Revenue/Additions (Continued) Page 13
Account
Number
5965 Premiums on bonds/notes issued

Premium received on bond or note issuance.

SPECIAL ITEMS:

5970 Financial inflows and/or gains that result from significant transactions
or other events within the control of management that are either unusual
in nature or infrequent in occurrence.

EXTRAORDINARY ITEMS:

5975 Transactions or other eventsthat result in financial inflowsand/or gains
that are both unusual in nature and infrequent in occurrence.

OTHER
5980 Capital contributions
Contributions of capital assets to proprietary or fiduciary funds or at
government-wide level.
ADDITIONS:

These accounts represent additions to the net assets of fiduciary trust funds. The types of
accounts and detail of the additions classification depends on the nature and type of trust fund.
Some revenue accounts can be used for similar-type transactions for fiduciary funds. Account
numbers 5981 through 5989 have been identified for these additional accounts. The following
could be typical additions within fiduciary funds:

Trust deposits
Contributions from employers

Contributions from plan members
Contributions from participants
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Sources of Revenue/Additions (Continued) Page 14

NON-REVENUE ITEMS:

Items that typically represent cash collections that do not meet revenue recognition criteria.
They can be recorded on a cash basis in the accounts during the year but are eliminated for
financial reporting.

Account
Number
5990 Expenditure reimbursements
Reimbursements from vendors and others for overpayments or
payments made in error by the county.
5995 [nterfund reimbursements
Reimbursements from other fundswithin the county for payments made
by another fund for that fund.
5996 Interfund loan collections
Payments received from other funds on loans between the funds.
August 2003
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EXPENDITURE OVERVIEW:

Expenditure objects relate to the services or commodities obtained by a county as the result of
an expenditure. For counties operating on a modified accrual basis, the expenditure occurs
when goods or services are received and the related fund liability has occurred.

Since expenditure objects vary considerably from county to county, we have not assigned
numbers to any specific accounts. Rather, we have given examples of the type of accounts to
be used within each category.

We have, for example, assigned 50 numbers (6100 to 6149) for salary and wage accounts and
have given examples of some accounts that might be used. However, counties may change or
expand this listing as it fits their needs but should attempt to stay within the designated
numbering parameters.

PUBLIC AID ASSISTANCE:

This category includes al of the expenditure objects that are specific to public aid assistance.
The first 100 expense object numbers have been reserved for this purpose. They are 6001 to
6099. These numbers are placed before all other expense objects so that human services
(community social services) budgets would show this spending category first, sinceit is the
most significant expenditure within this function.

As with al other object categories, only a few of the more relevant objects are listed
specifically. Other public aid assistance expenditure objects will be standardized from time to
time as the need arises. Until then, counties should use expenditure object code numbers that
are relevant to their specific public aid assistance requirements, but within the 100 numbers
designated above. Examples of public aid assistance objects:

Payments to recipients
Payments for recipients
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Expenditure/Expense/Deduction Objects (Continued) Page 2

PERSONAL SERVICES:

Personal services include salaries and employee benefits. They do not include independent
contractors or self-employed individuals. Account numbers 6100 to 6149 have been reserved
for various salary and wage accounts as might be identified by counties. Account numbers
6150 to 6199 have been reserved for various types of employee benefits.

Salaries and Wages

The following are the basic minimum salary categories maintained by most counties.
This can, however, be expanded to reflect any county’ sneed for additional specific salary
category information.

Salaries and wages - permanent

Salaries and wages - part-time

Salaries and wages - temporary

Salaries and wages - overtime

Salaries and wages - other salaries and wages
Per diem amounts paid in lieu of salaries

Employee Benefits

August 2003

Insurance

This category is for the county’s share of insurance paid for the benefit of
employees. The numbers 6150 to 6159 have been reserved for the various types
of employee insurance to which the county may be contributing. (Group
hospitalization, major medical, group life, etc.)

Retirement
This category isfor the county’ s share of contributions to various retirement funds.

The numbers 6160 to 6169 have been reserved for the various types of retirement
programs to which the county may be contributing.
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Other Employee Benefits

This category isfor all other amounts paid by counties on behalf of employees but
not included in the employees' gross salary. The numbers 6170 to 6199 have been
reserved for these types of expenses. Some of the more common employee benefits
have been listed below.

Social security contributions
Unemployment compensation
Workers' compensation
Tuition and education expenses
Other employer contributions

SERVICES AND CHARGES:

Services and charges include services rendered by individuals who are not on the county
payroll. They aso include charges made by one department of a county to other departments
or services performed by county employees under special arrangements not included in their
salaries or wages.

Communication and Transportation Services

This category includes amounts paid for services provided by persons or businesses to
assist in transmitting information or transporting people or materials. Account numbers
6200 to 6229 are reserved.

Telephone and telegraph

Wireless telephone

Internet service

Postage and postal box rental

Freight, UPS, and trucking charges

Prisoner conveyance

Other communications and transportation usage
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Typing, Photocopying, Duplicating, and Binding

This category includes amounts paid for services related to typing, photocopying, etc.
This does not include work performed by county employees in their normal performance
of duties, except in the event that these services were performed as part of an
intergovernmental fund service, where these services were billed to user departments.
Account numbers 6230 to 6239 have been reserved.

Photocopying and duplicating
Publications and brochures

Publicity Subscriptions and Dues

This category isfor amounts paid for advertising, legal notice publications, membership
dues, and other related expenses. Account numbers 6240 to 6249 have been reserved.

Advertising
Membership dues and registration fees
Public relations

Utility Services

This category is for amounts paid for services usually provided by public utilities such
as water, sewage, and garbage collection. Included are gas and e ectricity not used for
fuel. Account numbers 6250 to 6259 have been reserved.

Electricity

Gas
Sewer
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Professional and Technical Feesfor Service

This category isfor amounts paid for services that can be performed only by personswith
specialized skills and knowledge. Included are the services of architects, engineers,
auditors, dentists, medical doctors, lawyers, consultants, accountants, etc. Account
numbers 6260 to 6299 have been reserved.

Legd
Consulting
Data processing
Court reporting
Court services

Repair and Maintenance Services

This category is for expenditures for repairs and maintenance services provided by
non-county personnel. Include contracts and agreements covering the upkeep of grounds,
buildings, and equipment. Exclude costs for new construction, renovating, remodeling,
initial and additional equipment considered capital expenditure. Account numbers 6300
to 6329 have been reserved.

Machinery and equipment
Grounds and grounds improvement
Other repair and maintenance services

Travel

This category isfor costs of transportation, meals, hotels, and other expenses associated
with traveling on business for all county personnel. Include payments for per diem in
lieu of reimbursements for subsistence. Account numbers 6330 to 6339 have been
reserved.

Motor pool vehicle usage
Employee automobile allowance or mileage

Hotel and meals travel expense
Other travel expenses
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Rentals and Service Agreements

This category isfor expenditures for the lease or rental of land, buildings, and equipment
for the temporary or long-term use by the county. Include vehicles, data processing
equipment, reproduction equipment, shop, construction, and maintenance equipment.
Account numbers 6340 to 6349 have been reserved.

Machinery and equipment rentals

Building and facility rentals
Land rentals

Other Charges

This category includes services and charges not included in any of the previous
categories. Account numbers 6350 to 6379 have been reserved.

Insurance
Other miscellaneous charges

| nterdepartmental Charges

This category is provided to reflect the costs of labor or services, materials, and other
direct and indirect costs incurred by one department of a county for other departments
within acounty. Account numbers 6380 to 6399 have been reserved.

Accounting
Data processing
Maintenance
Copying

Other services
Vehiclerepairs
Snowplowing
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DIRECT MATERIALS AND SUPPLIES:

As a general guideline, which may vary with departments, a supply item is any article or
material which meets any one or more of the following conditions:

1. Itisconsumed in use
2. Itlosesitsoriginal shape or appearance with use;
3. ltisexpendable; that is, if the article is damaged or some of its parts are lost or worn out,
itisusualy more feasible to replace it with an entirely new unit rather than repair it;
4. Itisanitem, having characteristics of equipment, whose small unit cost (for example,
less than $500) makes it inadvisable to capitalize the item (if appropriate); or
5. It losesitsidentity by fabricating or incorporating it into a different or more complex
item.
Office Supplies
This category includes expenditures for supplies and materials used in the offices of a
county that meet the above criteria. Account numbers 6400 to 6409 have been reserved.
Stationery and forms
Data processing supplies
Other office supplies
General Operating Supplies
This category includes all supplies and materials purchased for the general operations of
acounty. Included in this category are custodial supplies and general repair items that
do not materially increase the value of an asset. Also included in this category isfud for
buildings, including transportation costs involved in securing and delivering the fuel.
Account numbers 6410 to 6429 have been reserved.
Food and beverages
Custodial supplies
Fuel for buildings
August 2003
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Surgical and Medica Supplies

This category includes all expendable suppliesand materials used for surgical or medica
purposes. Account numbers 6430 to 6449 have been reserved.

Drugs and medicine
Public health supplies

Other Operating Supplies

All other operating supplies, excluding road and bridge supplies, are to be included
within account numbers 6450 to 6479.

Agriculture related supplies
Recreation supplies

Reference books and library materias
Law enforcement supplies

Non-Capitalized Equipment Supplies

Certain small equipment purchases that are below the capitalization threshold, but will
be inventoried for insurance or asset safeguarding purposes, are included within account
numbers 6480 to 6499.

Small equipment

Electronics
Small furniture
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Road and Bridge Supplies and M aterials

Account numbers 6500 to 6559 have been reserved for supplies and materid
expenditures within the county highway function.

Engineering and surveying supplies
Aggregates and sand

Concrete

Traffic signs

Culverts

Road salt and dust control chemicals

Repair and M aintenance Supplies

This category includes items which are purchased by a county to repair or maintain
equipment or vehicles of acounty. Account numbers 6560 to 6599 have been reserved.

Gasoline, diesel, and other fuels

Motor oil and lubricants

Tires, tubes, batteries, and motor vehicle parts
Machinery parts

Other repair and maintenance supplies

CAPITAL OUTLAY:

This category is used to record amounts paid for the acquisition or construction of capital
assets. Generally, only expenditures that will result in additions to capital assets should be
recorded in this category of expenditures. To determineif an item should be capitalized, all
of the following criteria must be met:

1. Thelife of theitem must be one year or longer.
2.  The total cost will exceed the amount established by the county’s policy as the
capitalization threshold.
3. Theitem purchased is not arepair or replacement part.
4.  Animprovement must increase the value or extend the life of item improved.
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All expenditures which meet the above criteria should be charged to one of the following
codes. Account numbers 6600 to 6699 have been reserved.

Site or Grounds Acquisition

Record expenditures for the initial acquisition of real property exclusive of buildings or
infrastructure. Exclude expenditures relating to subsequent improvements of site or
grounds.

Site or Grounds | mprovements

Record expenditures made subsequent to the acquisition of real property (exclusive of
buildings or infrastructure). Include planting of areas devoted to grass, flowers, shrubs
and trees, instaling or replacing walks, playgrounds, driveways, sewers, flagpoles,
fences, and other man-made improvements.

| nfrastructure Acquisition or Construction

Record expenditures made for the acquisition or construction of public infrastructure.
Examplesinclude: roads, bridges, tunnels, storm drainage systems, water systems, and
dams.

| nfrastructure | mprovements

Infrastructure improvements are capital costs that materially extend the useful life or
increase the value of the public infrastructure, or both.

Buildings Acquisition or Construction

Record expenditures made for the acquisition or construction of buildings and
installation of heating and ventilating systems; electrical; plumbing; fire protection and
other service systems; lockers, elevators, and other equipment built into the building;
paint; and other interior or exterior decorating.
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Building Additions

Record expenditures made for additions to existing buildings. Additions extend the floor
area and include installation of heating, ventilating, electrical, plumbing, and other
systems necessary for the additional space provided.

Building - Improvements

Record expenditures for improvements to (or remodeling of) existing buildings.
Improvements and remodeling do not increase the floor area. Include improvementsin
heating, ventilating, electrical, plumbing, and other systems.

Buildings - L eased

Record amounts paid under installment |ease contracts which have aterminal date and
result in the acquisition of buildings.

Equipment Purchased

Record amounts paid for an equipment item which is defined as a material unit which
meets all of the following conditions:

1. Itretainsitsorigina shape and appearance with use;
2. ltisnonexpendable; that is, if the article is damaged or some of its parts are lost or
worn out, it is usually more feasible to repair it rather than replace it with an

entirely new unit (which is not true of supplies);

3. It represents an investment which makesiit feasible and advisable to capitalize the
item; or

4. It doesnot loseitsidentity by incorporating it through a different or more complex
item.

Include furniture, but exclude built-in equipment which is considered part of the building
and so classified. Vehicles which areitemized below are also excluded from equipment.
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Vehicles - Purchased

Expenditures for the purchase of all transport conveyances that represent additions or
replacements to the existing fleet.

Vehicles - L eased

Amounts paid under installment or lease contracts that have aterminal date and result in
the acquisition of additional or replacement transport conveyances.

DEBT SERVICES:

This category includes amounts paid for the reduction of principal, interest, and debt service
costs for the following:

1

2.

Bonds, notes, loans, and certificate of participation.
Capital leases or installment purchase agreements.
Other long-term debt.

Short-term financing - payablein the samefiscal year in which the money was borrowed.
These payments would not result in an expenditure but rather a reduction of a fund
liability.

Account numbers 6700 to 6799 have been reserved for this category.

Bond issuance costs

Bond principal

Other debt principal retirement

Interest on bonded debt

Interest on loans

Interest on warrants

Other debt service charges

Fiscal agent fees

Advance refunding escrow additional payments
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OTHER EXPENDITURES:

This category is for expenditures for goods and services not otherwise classified. Account
numbers 6800 to 6849 have been reserved. They may include intergovernmental payments
which are payments by the county to other governmental units.

| ntergovernmental expenditures

Expenditures made by onelevel or unit of government to another government in support
of governmental activities administered by the recipient government.

Miscellaneous
Expenditures made for minor items not otherwise classified.
Refunds
This category is for payments made for reimbursement of remittances previously made
to the county for which refund is now claimed because of error, failure to receive
services, or other reasons.
EXPENSES:
Proprietary funds present and account for activities on the full accrual basis of accounting.
Expenses are recognized when a liability has been incurred. Most of the objects identified
previoudy can be used for proprietary funds. However, some additiona expense accounts are

required for the full accrual basis. These accounts can fit into similar account ranges already
identified or grouped in the range 6850-6879. This section identifies these additional accounts.

Depreciation

Allocation of the cost of tangible property over the useful life of the property rather than
deducting the cost as an expense in the year of acquisition.

Bad debt expense

Expense for writing off additional receivables not accounted for in the allowance for
uncollectible accounts,
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Amortization of bond issuance costs

Allocation of deferred issuance costs over the life of the debt.

Amortization of discount/premium on debt

Allocation of premium or discount on issuance of debt over the life of the debt.

Amortization of deferred refunding issues charges

Allocation of the excess of the reacquisition price over the net carrying amount of the old
debt over the life of the new debt.

L osses on sales/disposal of capital assets

Difference between the net book value of a capital asset and any consideration received
for the sale or disposal of that capital asset.

DEDUCTIONS:

It is recommended that, with fiduciary funds, the use of the term “expenses’ be avoided.
Deductions represent items that reduce fiduciary net assets, except for investing-related
expenses. Account numbers 6880 to 6899 have been reserved for these categories:

Trust payments

Benefit payments

Refunds of contributions

Payments in accordance with trust agreements
Distributions to shareholders

Administrative expense

These numbers may also be used for payments made out of agency funds. Although agency
funds do not report results of operations for financia reporting, these accounts can be used as

temporary accounts during the year. They actually represent decreases in liabilities and could
include the following items:
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Payments to others
Payments to other governments
Tax settlements to other taxing districts

OTHER FINANCING USES, SPECIAL ITEMS, AND EXTRAORDINARY ITEMS:

Other financing uses include financial outflows that are classified separately from
expenditures. Special and extraordinary items are outflows for significant unusual and
infrequent transactions. Account numbers 6900 to 6999 have been reserved for these
categories.

OTHER FINANCING USES

| nterfund transfers out

Includes transfers of funds from one county fund to another. Transfers do not represent
purchases of goods or services but are used as an accounting entity to show that funds
have been handled without having goods and services rendered in return.

Payments to refunded bond escrow agent

Payments to an escrow agent from advance refunding debt proceeds that are to be placed
in irrevocable trust.

Discounts on bonds/debt issued

The excess of the face value of bonds over the amount received from their sde
(excluding accrued interest and issuance costs).

SPECIAL ITEMS

Outflows and/or losses that result in significant transactions or other events within the
control of management that are either unusual in nature or infrequent in occurrence.
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EXTRAORDINARY ITEMS

Transactions or other events that result in outflows and/or losses that are both unusual
in nature and infrequent in occurrence.

OTHER

Interfund |oan payments

Payments made to other funds on loans between the funds.
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PROGRAMS AND SERVICES DIMENSIONS 6000

Overview Page 1

The basic dimensions (fund, department, or object) generally will not be adequate for all units of
county government. In areas where it is desirable or necessary to budget, account, and/or report
fiscal data below the department level, for example divisions, we have presented in this section of
COFARS two additional dimensions: programs and services.

. Programs--This is the next breakout of fiscal data below the department level. It should
represent logical subdivisions of the department dimension and in many cases will represent
budgeting areas of responsibility.

. Services-Thisisafurther breakout of the program dimension; although budgeting will usually
not take place down to this level, it provides a means of accounting for activities that will be
useful internally to evaluate costs against performance. It isalso needed in some areasfor state
and federa reporting purposes.

The following numbering systems can be used for the program dimension:

General Government 000-199
Public Safety/Corrections 200-299
Public Works/Transportation/Highways and streets 300-399
Sanitation 400-449
Hedlth 450-499
Culture, Parks, and Recreation 500-549
Conservation 550-599
Welfare/Human Services 600-899
Other 900-949
Economic Devel opment 950-999

These ranges are genera guidelines. Individual counties may have to shift the ranges based on their
own budgetary and reporting requirements. The basic dimensions (fund, department, objects) are
generally al that will be needed for annual financial statement reporting.

Services would also be numbered with unique numbers for each service. Thiswill allow for the
automation of the entire county without duplicating numbers. COFARS will not give specific

guidance on codes for services. Each county should devel op services codes based on their budgetary
and internal and external reporting needs.

August 2003

Minnesota County Financial Accounting & Reporting Standards




PROGRAMS AND SERVICES DIMENSIONS 6000

Overview (Continued) Page 2

USE OF PROGRAM AND SERVICE DIMENSIONS

General Government

The genera government areas of county government have traditionally accounted to only the
departmental level. However, for many counties, their department structures, budgeting, and
accounting requirements necessitate the addition of the program and services codes.

Counties now want to budget and account for divisions or subdepartments within the
departmentsfor better management, accountability, and control. Therefore, we have presented
suggestions of how general government departments might further subdivide their budgeting
and accounting functions. For consistency, we have called these departmental segments
“programs.”

NON-GENERAL GOVERNMENT FUNDS AND DEPARTMENTS

The following areas of county government have specific needs or requirements related to
reimbursement, federal and state reporting, and auditing. These areas are: welfare/human
services, hedlth, corrections, public safety, culture and recreation, conservation, and highways.

For these areas, we have devel oped with state and county representation, specific programs and
services which will be used to aggregate costsin alogical, hierarchica manner. For example,
by appropriately coding the basic dimensions and these special dimensions, a human services
board or county welfare department will have the capability of posting costs simultaneously
rather than maintaining a number of subsidiary ledgers. The total array of dimensions,
including the basic chart of accounts, would look like this:

Dimensions Diqits Example of Meaning
Fund XX Human Services
Department XXX Income Maintenance
Program XXX TANF
Service XXXX Maintenance Grant
Transaction Code (Optional) X Expenditure
Object XXXX Payment to Recipients
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Overview (Continued) Page 3

In the above example, we have identified that a payment was made to the recipients of an
TANF-related program. At the same time, we have identified the other related dimensions.
Asaresult, it is possible to account and report for the following:

. Total expenditures within the human services fund.

. A budget/expenditure report for the manager who is responsible for income maintenance
within the human services department.

. The spending for the TANF program.

. Spending for a specific service (maintenance grants).

. Spending for a specific object of expenditure.

Therefore, the result of appropriately coding programs and services will be a mutually
exclusive array of valid accountsthat will accommodate reporting for both county management

and reimbursement purposes.

PROGRAM ADMINISTRATION COSTS

There will be certain coststhat cannot be charged to specific services within programs (e.g. the
salary of the department head). These costswill be accumulated in a“program administration”
program and may be allocated to operating programs for reporting purposes when necessary.
FINANCIAL ACCOUNTING VS. OTHER ACCOUNTING NEEDS

The purpose of the COFARS manual is to present to counties information related to financial
budgeting, accounting, and reporting.

We recognize that there are other legitimate needs that county, state, and/or federal agencies

may have related to statistical reporting, case management data, client accounting, time
reporting, etc.
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6000

Page 4

Idedlly, in automated systems, data may be input into these subsystems and also posted to the
accounting system. For example, aclient tracking system has alegitimate and needed function,
but it is a separate parallel function. The costs that are posted in aggregate to the accounting
system relating to client services should equal the total of the individual client costs. A
sophisticated client tracking system will be able to do this aggregation automatically. On a
manual system, it will be necessary to maintain subsidiary records to determine how much was
expended by the client for each service.
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HIGHWAY COST ACCOUNTING 7000

Page 1

A county task force working with the Minnesota Department of Transportation (MNDQOT) developed
the State Aid Finance Accounting Manual. The manual contains standards for highway cost
accounting.

PURPOSE:

The purpose of the manual isto provide consistent cost accounting procedures for reporting
purposes. The manual is divided into sections that generally start with a short narrative
describing the funds or accounts within the section. The narrative isfollowed by any specia
considerations that you should be aware of, alist of accounts required to make the necessary
accounting entries, and a description of the events that take place within the accounts.
Lastly, each section contains a worksheet which enables the user to see all the required
accounting entries at aglance. The last section of the manual, the Appendix, contains the
formsthat are referenced throughout the manual.

UPDATES:

The MNDOT State Aid Finance Office, along with the members of the State Aid Task Force,
will update the Accounting Manual as changes occur or updates are necessary. As sections
of the State Aid Finance Accounting Manual are completed/updated, they will be available
on the State Aid Finance Division's web page on the Minnesota Department of
Transportation’ s website.

State Aid Finance Accounting Manual Table of Contents

INTRODUCTION

STATE AID TASK FORCE MEMBERS

STATE AID FINANCE TEAM

CHAPTER 1 ANNUAL ALLOTMENTS

CHAPTER 2 REGULAR AND MUNICIPAL MAINTENANCE ACCOUNTS
CHAPTER 3 REGULAR AND MUNICIPAL CONSTRUCTION ACCOUNTS
CHAPTER 4 TOWN BRIDGE CONSTRUCTION ACCOUNT

CHAPTER 5 BRIDGE BONDING CONSTRUCTION ACCOUNT

CHAPTER 6 FEDERAL AID TRADITIONAL & DELEGATED CONTRACT PROCESS
CHAPTER 7 BOND ACCOUNT

CHAPTER 8 ADVANCE ENCUMBRANCE & ACCOUNT TRANSFERS
CHAPTER 9 RECONCILING STATE AID ACCOUNTS

CHAPTER 10 UNALLOCATED COST DISTRIBUTION

CHAPTER 11 FIXED ASSETS

CHAPTER 12 INFRASTRUCTURE CAPITALIZATION (GASB 34)

CHAPTER 13 INVENTORY MANAGEMENT

August 2003

Minnesota County Financial Accounting & Reporting Standards




HIGHWAY COST ACCOUNTING (Continued)

CHAPTER 14 MAINTENANCE COSTING
CHAPTER 15 CONSTRUCTION COSTING
CHAPTER 16 BALANCE SHEET ACCOUNTS
CHAPTER 17 YEAR END ADJUSTMENTS
CHAPTER 18 ANNUAL REPORT - SAMPLE
CHAPTER 19 ANNUAL REPORT - INSTRUCTIONS
APPENDIX

August 2003

Minnesota County Financial Accounting & Reporting Standards

7000

Page 2




SECTION 8000

GLOSSARY AND ACRONYMSAND ABBREVIATIONS

_Subsection
GlOSSAY . vt e 8000
Acronyms and ADDreVIiationS . . . . . . oo e e e e 8100

August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




GLOSSARY INDEX 8000

< 1o P>
z T @
o = IO
T e O

I~ Im
170 = 1T

[
—
[
<
= ©
>
N

August 2003

Minnesota County Financial Accounting & Reporting Standards




This Page Intended To Be Blank

Minnesota County Financial Accounting & Reporting Standards




GLOSSARY 8000

Page 1

Thefollowingisalist of the common terms used in this manual aong with their definitions. Some
of the definitions were adapted from Governmental Accounting, Auditing, and Financial Reporting
(GAAFR) developed by the Government Finance Officers Association.

ABATEMENT. A complete or partial cancellation of a levy imposed by a government.
Abatements usually apply to tax levies, special assessments, and service charges.

ACCOUNT. A term used to identify an individual asset, liability, expenditure/expense control,
revenue control, encumbrance control, fund balance or net assets.

ACCOUNT NUMBER. See CODING.

ACCOUNTABILITY (ACCOUNTABLE). The state of being obliged to explain one’s actions,
to justify what one does. Accountability requires governments to answer to the citizenry--to justify
the raising of public resources and the purposes for which they are used. Governmentd
accountability is based on the belief that people have a “right to know,” aright to receive openly
declared facts that may lead to public debate by the citizens and their elected representatives.
Financial reporting plays amajor role in fulfilling a government’ s duty to be publicly accountable
(GASBCS).

ACCOUNTING CYCLE. Since financial reports are given each period (usually a year in
government) there are a set of steps (cycle) taken each period that result in the reports and
preparation for the next period or cycle. Theterm cycleis used because every period there is a start
and anend. Ingovernment, the cycle usually starts with the budget, goes through the journal entries,
adjusting entries, posting to the accounts, financial reports, and closings. See also ACCOUNTING
PERIOD.

ACCOUNTING DATA. Includesjournas, ledgers, and other records such as spreadsheets that
support financial statements. 1t may be in computer readable form or on paper.

ACCOUNTING ESTIMATE. An approximation of afinancia statement element. Accounting
estimates are often included in historical financial statements because measurement of some amounts
is uncertain pending outcome of future events and relevant data about events that have occurred
cannot be accumulated on atimely, cost-effective basis.

ACCOUNTING PERIOD. A period at the end of which and for which financial statements are
prepared. See also FISCAL PERIOD.
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ACCOUNTING POLICIES. The specific accounting principles and the methods of applying those
principles that are judged by the management of the county to be the most appropriate in the
circumstances.

ACCOUNTING PRINCIPLES. Alternative ways of reporting and disclosing information in
financial statements and related footnotes.

ACCOUNTING SYSTEM. Thetotal structure of records and procedures designed to discover,
record, classify, summarize, and report information on the financial position and results of operations
of agovernment or any of its funds or organizational components. See INTERNAL CONTROL.

ACCOUNTS PAYABLE. Liabilities on an open account owed to private persons, firms,
corporations, or to governmental units (but not including amounts due to other funds or component
units).

ACCOUNTS RECEIVABLE. Amounts owing on an open account from private persons,
companies, non-profits, or from governmental units for goods and services provided by a
government (but not including amounts due from other funds).

ACCRUAL BASIS. The basis of accounting that recognizes the financial effect of transactions,
events, and interfund activities when they occur, regardless of the timing of related cash flows. See
FLOW OF ECONOMIC RESOURCES MEASUREMENT FOCUS.

ACCRUED EXPENDITURES. Incurred fund expenditures not yet paid. See aso
EXPENDITURE and MODIFIED-ACCRUAL BASIS.

ACCRUED EXPENSES. Expensesincurred but not yet paid. See also ACCRUAL BASIS and
EXPENSES.

ACCRUED LIABILITIESPAYABLES. Liahility accounts reflecting costs incurred but not due
until alater date. See also ACCRUED EXPENDITURES and ACCRUED EXPENSES.

ACCRUED REVENUE. Revenue earned but not yet collected regardless of whether due or not.
Seeadso ACCRUAL BASIS.
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ACCUMULATED DEPRECIATION. A contra-asset account that accounts for the cumulative
effect of depreciating a capital asset over its estimated useful life. 1f acapital asset (for example, a
piece of equipment) has a cost of $1,000,000 and alife of five years with no salvage value, then by
the end of the second year, the accumulated depreciation will be $400,000, that is $200,000 from the
first year and $200,000 from the second. See also DEPRECIATION.

ACTIVITY. A specific and distinguishable service performed by one or more organizationa
components of the county to accomplish a specific function for which the government is responsible
(e.g. county administration is an activity within the general government function).

ADDITIONS. Increasesin the net assets of fiduciary funds.
ADMINISTRATIVE CONTROL. SeeINTERNAL CONTROL.

AD VALOREM TAX. A tax based on the value (or assessed value) of property [Latin: tothevaue
added)].

ADVANCE REFUNDING BONDS. Bondsissued to refund an outstanding bond issue prior to the
date on which the outstanding bonds become due or callable. Proceeds of the advance refunding
bonds are deposited with atrustee, invested in U.S. Treasury Bonds or other authorized securities,
and used to redeem the underlying bonds at maturity or call date and to pay interest on the bonds
being refunded or the advance refunding bonds.

ADVERSE OPINION. An auditor's opinion stating that financial statements do not present fairly
financia position, results of operations, and (when applicable) cash flowsin conformity with GAAP.

AGENCY FUND. A fund used to account for assets held by a government as an agent for
individuals, private organizations, other governments, and/or other funds; for example, taxes
collected and held by a county for afire district. The funds may be used for suspense, clearing, or
custodial purposes. See the classification of fundsin Section 5200.

AGREED-UPON PROCEDURES. An engagement where the client specifies procedures and the
accountant agrees to perform those procedures. An accountant may accept an engagement limited
to applying agreed-upon procedures to financial statement elements, where the scope of the
engagement is not sufficient to express an opinion on the elements, if the users assume responsibility
for sufficiency of the procedures, and use of the report is restricted to specified users.
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ALLOCATION. Distribution according to a plan. Depreciation, amortization, and depletion are
methods to allocate a cost to periods benefitted.

ALLOT. Todivide an appropriation into amounts for certain periods or for specific purposes.

ALLOTMENT. Portion of an annua or biennial budget appropriation allocated to an interim
period.

ALLOWANCE FOR DOUBTFUL ACCOUNTS. A contra-asset account with a credit balance
used to reduce the carrying amount of accounts or other receivables to net realizable value. The
alowance balance is the estimated total of uncollectible accounts included in the receivable.

AMORTIZATION. Thealocation of the cost of an intangible asset over its expected useful life.
See also DEPRECIATION.

ANALYTICAL REVIEW. Term used in connection with auditing. The process of attempting to
determine the reasonabl eness of financial data by comparing their behavior with other financial and
nonfinancial data.

ANNUAL AUDIT. Anaudit which embraces al financial transactions and records and which is
made regularly at the close of the accounting period. (This, of course, does not mean every
transaction will necessarily be examined. The number to be examined will depend on the auditor’s
judgment in light of the particular conditions encountered. The auditor’s opinion, however, will
cover all transactions based on the tests which are applied.)

ANNUAL BUDGET. A budget approved by the county board applicable to asingle fiscal year.
See also BUDGET.

ANNUAL COVERED PAYROLL. Term used in connection with defined benefit pension plans.
All dementsincluded in annual compensation paid to active employees on which contributions to
apension plan are based.

ANNUAL REQUIRED CONTRIBUTION (ARC). Term used in connection with defined benefit
pension plans. ARC represents the employer’s mandated contribution for the year calculated in
accordance with certain parameters. The parameters include requirements for the frequency and
timing of actuarial valuations as well as for the actuarial methods and assumptions that are
acceptable for financial reporting.
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ANNUITY. A seriesof equa money payments made at equal intervals during a designated period
of time.

ANNUITY AMOUNT OF. The tota amount of money accumulated or paid during an annuity
period. Thistotal includes compound interest at a designated rate.

ANNUITY PERIOD. The designated length of time during which the amount of an annuity is
accumulated or paid.

APPORTIONMENT. See ALLOTMENT.

APPRAISE. To make an estimate of value, particularly of the value of property. If the property is
valued for purposes of taxation, the less-inclusive term "assess" is substituted for this term.

APPROPRIATION. An authorization granted by the county board to make expenditures and to
incur obligations for specific purposes. Note: An appropriation isusualy limited in amount and as
to the time when it may be expended.

APPROPRIATION-EXPENDITURE LEDGER. A subsidiary ledger containing an account for
each appropriation. Each account usually shows the amount originally appropriated, transfersto or
from the appropriation, amounts charged against the appropriation, the net balance, and other related
information.

ARBITRAGE. Classicaly, the smultaneous purchase and sale of the same or an equivaent
security in order to profit from price discrepancies. In government finance, the most common
occurrence of arbitrage involves the investment of the proceeds from the sale of tax-exempt
securities in ataxable money market instrument that yields ahigher rate, resulting in interest revenue
in excess of interest costs.

AS-OF-DATE. Thisdate indicates the financial status of an entity at a certain point in time. An
example would be the Statement of Net Assets as of December 31, 20X X.

ASSESS. To value property officially for the purpose of taxation.

ASSESSED VALUATION. A valuation set upon real estate or other property by a government as
abasisfor levying taxes.
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ASSESSMENT. (1) The process of making the official valuation of property for purposes of
taxation. (2) The valuation placed upon property as aresult of this process.

ASSESSMENT (COURTS). A monetary amount imposed by the court for alaw violation.

ASSESSMENT ROLL. Inthecaseof rea property, the official list containing the legal description
of each parcel of property and its assessed valuation. The name and address of the last known owner
are also usually shown. In the case of persona properly, the assessment roll is the official list
containing the name and address of the owner, a description of the personal property, and its assessed
value.

ASSETS. Resourcesowned or controlled by acounty, asaresult of apast transaction or other event,
that have a recognizable monetary value.

AUDIT. An examination to determine the accuracy and validity of records and reports or the
conformity of procedures with established policies. Note: The term “audit” is sometimes applied
to the examination of asingle transaction; for example, the audit of an invoice, that is, the checking
of an invoice and supporting evidence for the purpose of action in the accounts. On the other hand,
even such a limited audit involves the examination of documents, records, reports, systems of
internal control, and other evidence. See ANNUAL AUDIT, CASH AUDIT, FINANCIAL AND
COMPLIANCE AUDIT, INDEPENDENT AUDIT, INTERNAL AUDIT, PERFORMANCE
AUDIT, PRE-AUDIT, and SINGLE AUDIT.

AUDIT COMMITTEE. A group of individuals, selected by the governing body, having specific
responsibility for addressing all issues related to the independent audit of the financial statements.

AUDIT GUIDES. A seriesof AICPA publicationsthat enjoy “level b” status on the hierarchy of
authoritative sources of GAAP established by SAS No. 69, The Meaning of “ Present Fairly in
Conformity with Generally Accepted Accounting Principles’ in the Independent Auditor’s Report,
when they are specific to state and local government and cleared by the GASB.

AUDIT PROGRAM. A detalled outline of work done and the procedures applied in any given
audit.
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AUDIT REPORT. The report by an auditor furnished at the conclusion of internal audits,
independent audits, and investigations. Asarole, the report would include: (1) a statement of the
scope of the audit; (2) explanatory comments or findings (if any) concerning exceptions by the
auditor; (3) opinions; (4) financial statements and schedules; and (5) sometimes statistical tables,
supplementary comments, and recommendations.

AUDIT SCOPE. In the context of a financial statement audit, the coverage provided by the
independent auditor's opinion on the financial statements.

AUDITED VOUCHER. A voucher which has been examined and approved for payment.

AUDITOR'SOPINION. A statement signed by an auditor in which he/she states that he/she has
examined the financial statements in accordance with generally accepted auditing standards (with
exceptions, if any) and in which he or she expresses an opinion on the financial position and results
of operations of some or al of the funds of the government as appropriate. See ADVERSE
OPINION, QUALIFIED OPINION, and UNQUALIFIED OPINION,.

AUDITOR'S REPORT ON INTERNAL CONTROLS AND COMPLIANCE OVER
FINANCIAL REPORTING. Report issued in conjunction with a financia audit performed in
accordance with Generally Accepted Governmental Auditing Standards.  In this report, the
independent auditor reports on internal control weaknesses and instances of noncompliance
discovered in connection with the financial audit but does not offer an opinion on internal controls
or compliance.

AUTHORITY. A government or public agency created to perform asingle function or arestricted
group of related activities. Usually such units are financed from service charges, fees, and tolls but,
in some instances, they also have taxing powers. An authority may be completely independent of
other governments or partially dependent upon other governments for its creation, its financing, or
the exercise of certain powers.

AVAILABILITY CRITERION. Principle of the modified accrual basis of accounting according
to which revenues may only be recognized when they are collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period.

AVAILABILITY PERIOD. A specified period immediately following the close of the fiscal year
by the end of which cash must be collected for related revenue to be recognized in accordance with
the availability criterion of modified accrual accounting.
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BAIL (COURTYS). An amount of money determined by the judge and posted with the courts as
security to ensure the defendant's appearance in court at a specific time.

BALANCE SHEET. A statement which discloses the assets, liabilities, reserves, and bal ances of
afund or governmental unit at a specified date properly classified to exhibit financial position of the
fund or unit at that date. See also STATEMENT OF NET ASSETS

BANK HOLDING COMPANY. A company that controls one or more banks and may own
subsidiaries with operations closely related to banking. When branch banking was severely limited,
bank holding statutes allowed banking systems to develop by permitting common ownership of
several banks.

BANKERS ACCEPTANCES. Short-term, non-interest-bearing notes sold at a discount and
redeemed by the accepting banks at maturity for face value. Bankers acceptances generally are
created based on aletter of credit issued in aforeign trade transaction. [SGAS 31]

BASIC FINANCIAL STATEMENTS. The minimum combination of financial statements and
note disclosures required for their presentation in conformity with GAAP.

BASISDIFFERENCES. Differences that arise through the employment of a basis of accounting
for budgetary purposes that differs from the basis of accounting prescribed by GAAP for a given
fund type.

BASIS OF ACCOUNTING. Thetiming of recognition, that is, when the effects of transactions
or events should be recognized for financial reporting purposes. For example, the effects of
transactions or events can be recognized on an accrual basis (that is, when the transactions or events
take place), or on a cash basis (that is, when cash is recelved or paid). Basis of accounting is an
essential part of measurement focus because a particular timing of recognition is necessary to
accomplish a particular measurement focus.

BETTERMENT. An addition made to, or change madein, a capital asset, other than maintenance,
to prolong itslife or to increase its efficiency or capacity. The cost of the addition or change is added
to the book value of the asset. The term improvement is preferred.

BLENDING (BLENDED). The method of reporting the financial data of a component unit that

presents the component unit's balances and transactions in a manner similar to the presentation of
the balances and transactions of the primary government.
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BLUE BOOK. A term commonly used to designate the Government Finance Officers Association's
publication Governmental Accounting, Auditing, and Financial Reporting.

BOND. A written promise to pay a specified sum of money, called the face value or principal
amount, at a specified date or dates in the future, called the maturity date(s), together with periodic
interest at a specified rate. The difference between a note and a bond is that the latter runs for a
longer period of time and requires greater legal formality.

BOND (COURTS). An agreement by a party or third party to pay a certain sum of money if the
defendant fails to appear in court.

BOND ANTICIPATION NOTE. Short-term interest-bearing note issued by a government in
anticipation of bond proceeds to be received at alater date. The noteisretired from proceeds of the
bonds to which it is related.

BOND DISCOUNT. The excess of the face value of abond over the price for which it issold or
acquired. The price does not include accrued interest at the date of sale or acquisition.

BOND FUND. A fund formerly used to account for the proceeds of genera obligation bond issues.
See CAPITAL PROJECTS FUND and DEBT SERVICE FUND.

BOND ORDINANCE OR RESOLUTION. An ordinance or resolution authorizing a bond issue.

BOND PREMIUM. The excess of the price at which abond is sold or acquired over its face value.
The price does not include accrued interest at the date of sale or acquisition.

BONDED DEBT. That portion of indebtedness represented by outstanding bonds.

BONDS AUTHORIZED AND UNISSUED. Bonds which have been legally authorized but not
issued and which can be issued and sold without further authorization. This term must not be
confused with the term “legal debt margin,” which represents the difference between the legal debt
limit of a government and the debt outstanding against it.

BONDSISSUED. Bondsthat have been sold.

BONDSPAYABLE. Theliability for the face value of bonds issued and unpaid.
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BOOK VALUE. Value as shown by books of account. In the case of assets which are subject to
reduction by valuation alowances such as depreciation, book value refersto cost or stated value less
the appropriate allowance. Sometimes a distinction is made between “gross book value’ and “ net
book value,” the former designating value before deduction of related allowances and the latter after
their deduction. In the absence of any modifier, however, the term book value means, net book
value.

BOOK-ENTRY SYSTEM. A system that eliminates the need for physicaly transferring
bearer-form paper or registering securities by using a central depository facility.

BOOKS OF ORIGINAL ENTRY. The record in which the various transactions are formally
recorded for thefirst time, such as the cash receipts journal, the cash disbursementsjournal, or the
general journal. When mechanized bookkeeping methods are used, it may happen that one
transaction is recorded simultaneoudly in severa books, some of which may be considered the books
of origina entry.

BUDGET. A plan of financial operation embodying an estimate of proposed expenditures for a
given period and the proposed means of financing them. Note: The term “budget” is used in two
senses in practice. Sometimes it designates the financial plan presented to the county board for
adoption and, at other times, it represents the adopted budget. Therefore, it is usually necessary to
specify whether the budget under discussion is preliminary and tentative or whether it has been
approved by the board. See ANNUAL BUDGET, CAPITAL BUDGET, and CAPITAL
PROGRAM.

BUDGETARY ACCOUNTS. Those accounts which reflect budgetary operations and conditions,
such as estimated revenues, appropriations, and encumbrances.

BUDGETARY BASISOF ACCOUNTING. The method used to determine when revenues and
expenditures are recognized for budgetary purposes.

BUDGET DOCUMENT. The instrument used by the budget-making authority to present a
comprehensive financial program to the appropriating body. The budget document usually consists

of two parts. The first part contains a message from the budget-making authority together with a
summary of the proposed expenditures and the means of financing them. The second consists of
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schedules supporting the summary. These schedules show in detail the information as to the past
years actua revenues, expenditures, and other data used in making the estimates. In addition to the
budget document, an appropriation ordinance or resolution and revenue and borrowing measures will
be necessary to put the budget into effect.

BUDGETARY BASISOF ACCOUNTING. The method used to determine when revenues and
expenditures are recognized for budgetary purposes.

BUDGETARY CONTROL. The control or management of a government or enterprise in
accordance with an approved budget for the purpose of keeping expenditures within the limitations
of available appropriations and available revenues.

BUDGETARY REPORTING. The requirement to present budget-to-actual comparisons in
connection with general purpose external financial reporting. Budgetary reporting is required in
connection with the basic financial statementsfor both the general fund and individual major specia
revenue funds with legally adopted annual budgets. Budgetary reporting also is required within the
comprehensive annual financial report to demonstrate compliance at the legal level of control for all
governmental funds with legally adopted annual budgets.

BUILDINGS. A fixed asset account which reflects the acquisition value of permanent structures
used to house persons and property owned by the county. If buildings are purchased or constructed,
this account includes the purpose or contract price of all permanent buildings and fixtures attached
to and forming a permanent part of such buildings. If buildings are acquired by gift, the account
reflects their appraised value at the time of acquisition.

BUSINESS-TYPE ACTIVITIES. One of two classes of activities reported in the
government-wide financial statements. Business-type activities are financed in whole or in part by
fees charged to external parties for goods or services. These activities are usually reported in
enterprise funds.

CAFR. See COMPREHENSIVE ANNUAL FINANCIAL REPORT.

CALL. Actionstaken to pay the principal amount of the bonds prior to the stated maturity date, in
accordance with the provisions for “call” stated in the proceedings and the bonds.

CALL PREMIUM. A dollar amount, usually stated as a percentage of the principal amount called,
paid asa“penalty” or a“premium” for the exercise of a call provision for debt.
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CALLABLE. Subject to payment of the principal amount (and accrued interest) prior to the stated
maturity date, with or without payment of acall premium.

CALLABLE BOND. A type of bond which permits the issuer to pay the obligation before the
stated maturity date by giving notice of redemption in a manner specified in the bond contract.

CANCEL SUPPORTING DOCUMENTS. To mark supporting documents as having been used
to support a transaction so the same documents cannot be used as support for a second transaction.
An example is stamping vouchers “paid’ and marking them with the check number.

CAPITAL ASSETS. Land, improvementsto land, easements, buildings, building improvements,
vehicles, machinery, equipment, works of art and historical treasures, infrastructure, and all other
tangible or intangible assets that are used in operations and that have initial useful lives extending
beyond a single reporting period.

CAPITAL BUDGET. A plan of proposed capital outlays and the means of financing them for the
current fiscal period.

CAPITAL EXPENDITURES. See CAPITAL OUTLAYS.

CAPITAL IMPROVEMENT PROGRAM. See CAPITAL PROGRAM.

CAPITAL OUTLAYS. Expenditureswhich result in the acquisition of or addition to capital assets.
CAPITAL PROGRAM. A plan for capital expenditures to be incurred each year over a fixed
period of years to meet capital needs arising from the long-term work program or otherwise. It sets
forth each project or other contemplated expenditure in which the government is to have a part and
specifies the full resources estimated to be available to finance the projected expenditures.
CAPITAL PROJECTSFUND. Fund type used to account for financial resources to be used for
the acquisition or construction of major capital facilities (other than those financed by proprietary

funds and trust funds).

CAPITAL RESOURCES. Resourcesof afixed or permanent character, such asland and buildings,
which cannot ordinarily be used to meet current expenditures.
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CAPITALIZATION THRESHOLD. Thedollar value at which agovernment elects to capitalize
tangible or intangible assets that are used in operations and that have initial useful lives extending
beyond a single reporting period.

CAPPING. Term used in connection with municipal solid-waste landfills (MSWLF). The cost of
final cover expected to be applied near or after the date that the M SWLF stops accepting solid waste.
[SGAS 18]

CASH. Theterm, as used in connection with cash flows reporting, includes not only currency on
hand, but also demand deposits with banks or other financia institutions. Cash also includes
depositsin other kinds of accounts or cash management pools that have the general characteristics
of demand deposit accountsin that the governmental enterprise may deposit additional cash at any
time and a o effectively may withdraw cash at any time without prior notice or penaty. [SGAS 9]

CASH AUDIT. An audit of the cash transactions for a stated period for the purpose of determining
that all cash received has been recorded, that all disbursements have been properly authorized and
vouched, and that the balance of cash is either on hand or on deposit. A cash audit can be limited
from acompleteinquiry into all cash transactions (a complete cash audit) to one involving only some
of them (a limited cash audit). Such an audit establishes the accountability of the persons
responsible for cash.

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

CASH DISCOUNT. Anallowancereceived or given if payment iscompleted within astated period
of time.

CASH EQUIVALENT. Term used in connection with cash flows reporting. Short-term, highly
liquid investments that are both (a) readily convertible to known amounts of cash and (b) so near
their maturity that they present insignificant risk of changes in value because of changesin interest
rates. Generally, only investments with original maturities of three months or less meet this
definition. For this purpose, original maturity means the original maturity to the entity holding the
investment. [SGAS 9]

CASH WITH FISCAL AGENT. Depositswith fiscal agents, such ascommercia banks, generadly
for the payment of matured bonds and interest or debt service related to debt refunding.
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CATEGORICAL AID. Aidgivento aloca government that is restricted to a specific purpose.

CHARACTER CLASSIFICATION. Expenditure classification according to the periods
expenditures are presumed to benefit. The four character groupings are: (&) current operating
expenditures, presumed to benefit the current fiscal period; (b) debt service, presumed to benefit
prior fiscal periods aswell as current and future periods; (c) capital outlays, presumed to benefit the
current and future fiscal periods, and (d) intergovernmental, when one government transfers
resources to another.

CHART OF ACCOUNTS. The classification system used by a county to organize the accounting
for various funds.

CHECK. A hill of exchange drawn on a bank and payable on demand; a written order on a bank
to pay on demand a specified sum of money to a named person, to his’her order, or to the bearer out
of money on deposit to the credit of the maker. A check differs from awarrant in that the latter is
not necessarily payable on demand and may not be negotiable. It differs from avoucher in that the
latter is not an order to pay. A voucher-check combines the distinguishing characteristics of a
voucher and a check; it shows the propriety of a payment and is an order to pay.

CHECK REGISTER. A listing of checksissued, normally in numeric sequence and in order by
date issued.

CIRCUIT BREAKER. A state-paid property tax refund program for homeowners and renters who
have property taxes out of proportion with their income.

CLASS RATES. The percent of market value set by state law that establishes the property’s tax
capacity subject to the property tax.

CLASSIFIED PRESENTATION. The separate presentation on the statement of position of the
current and long-term portions of assets and liabilities. A classified presentation is required for the
proprietary fund statement of net assets.

CLEARING ACCOUNT. An account used to accumulate total charges or credits for the purpose

of distributing them later among the accounts to which they are alocable or for the purpose of
transferring the net difference to the proper accounts.
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CLOSED AMORTIZATION PERIOD. Term used in connection with the unfunded actuarial
accrued liability associated with defined benefit pension plans. A specific number of yearsthat is
counted from one date and, therefore, declinesto zero with the passage of time. For example, if the
amortization period is initially 30 years on a closed basis, 29 years remain after the first year,
28 years after the second year, and so forth. [SGAS 25]

CLOSED-END MUTUAL FUND. A SEC-registered investment company that issues a limited
number of shares to investors that are then traded as an equity security on a stock exchange.
[SGAS 31]

CLOSING DATE. The date on which anew issuance of bondsis delivered to the purchaser upon
payment of the purchase price and the satisfaction of all conditions specified in the bond purchase
agreement.

CODING. A system numbering or otherwise designating accounts, entries, invoices, vouchers, etc.

COLLATERAL. Term used in connection with deposits with financia institutions. Security
pledged by afinancial institution to a governmental entity for its deposit. [SGAS 3]

COMBINING FINANCIAL STATEMENTS. Financia statements that report separate columns
for individual funds or component units. Combining financial statements normally are required in
acomprehensive annual financia report to support each columnin the basic financia statements that
aggregates information from more than one fund or component unit.

COMMERCIAL PAPER. An unsecured short-term promissory note issued by corporations, with
maturities ranging from 2 to 270 days.

COMMODITIES PROGRAMS. The distribution of surplus agricultural products as a form of
assistance.

COMPARABILITY. The principle according to which differences between financial reports
should be due to substantive differences in the underlying transactions or the governmental structure
rather than due to selection of different alternativesin accounting procedures or practices. [SGAC 1]

COMPARATIVE DATA. Information from prior fiscal periods provided to enhance the analysis
of financial data of the current fiscal period.
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COMPARATIVE FINANCIAL STATEMENTS. Financia statements providing all of the
information required by GAAP for two or more fiscal periods.

COMPLETENESS. Assertionsabout completenessdeal with whether al transactions and accounts
that should be presented in the financial statements are included. For example, county management
assertsthat all purchases of goods and services are recorded and included in the financia statements.
Similarly, management asserts that bonds payable in the balance sheet include all such obligations
of the county.

COMPLIANCE SUPPLEMENT. Term used in connection with Single Audits. A publication of
the U.S. Office of Management and Budget outlining compliance requirements for federal awards
programs. The publication is designed to assist independent auditors performing Single Audits.

COMPONENT UNIT. A legaly separate organization for which the elected officials of the
primary government are financially accountable. In addition, component units can be other
organizations for which the nature and significance of their relationship with a primary government
are such that exclusion would cause the reporting entity's financial statements to be misleading or
incomplete. [SGAS 14]

COMPOSITE DEPRECIATION METHODS. Depreciation methods applied to groups of assets
rather than to individual assets.

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR). A financia report that
encompasses al funds and component units of the government. The CAFR should contain: (@) the
basic financial statements and required supplementary information, (b) combining statements to
support columns in the basic financial statements that aggregate information from more than one
fund or component unit, and (c) individual fund statements as needed. The CAFR is the
governmental unit's official annual report and also should contain introductory information,
schedul es necessary to demonstrate compliance with finance-related legal and contractua provisions,
and statitical data. The CAFR of a public employee retirement system or an investment pool also
should provide information on investments. Likewise, the CAFR of a public employee retirement
system should provide actuarial information.
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COMPREHENSIVE FRAMEWORK OF INTERNAL CONTROLS. A structure of internal
controlsthat providesfor: (a) afavorable control environment; (b) the continuing assessment of risk;
(c) the design, implementation, and maintenance of effective control-related policies and procedures,
(d) the effective communication of information; and (€) the ongoing monitoring of the effectiveness
of control-related policies and procedures as well as the resolution of potential problemsidentified
by controls.

CONDENSED FINANCIAL STATEMENTS. Abbreviated financial statements sometimes
required by GAAP to be presented within the notes to the financial statements in connection with
component units, external investment pools, and segments. In addition, GAAP prescribe the
presentation of condensed financial information for the prior fiscal year as part of management's
discussion and analysis.

CONDUIT DEBT. Certainlimited-obligation revenue bonds, certificates of participation, or similar
debt instruments issued by a state or local governmental entity for the express purpose of providing
capital financing for a specific third party that is not a part of the issuer's financial reporting entity.
Although conduit debt obligations bear the name of the governmental issuer, the issuer has no
obligation for such debt beyond the resources provided by alease or loan with the third party on
whose behalf they areissued. [IGAS 2]

CONNECTION FEES. Feeschargedto join or to extend an existing utility system. Often referred
to as tap fees or system development fees.

CONSISTENCY. The principle according to which once an accounting principle or reporting
method is adopted; it will be used for all smilar transactionsand events. The concept of consistency
in financial reporting extends to many areas such as valuation methods, basis of accounting, and
determination of the financial reporting entity. [SGAC 1]

CONSTRUCTION IN PROGRESS. A capital asset account reflecting the cost of construction
work for projects not yet completed.

CONSUMPTION METHOD. The method under which inventories are recorded as expenditures
when used. See PURCHASES METHOD.
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CONTINGENT LIABILITIES. Items which may become liabilities as a result of conditions
undetermined at a given date, such as guarantees, pending law suits, judgments under appeal,
unsettled disputed claims, unfilled purchase orders, and uncompleted contracts. All contingent
liabilities should be disclosed within the basic financial statements, including the notes thereto.

CONTINUING APPROPRIATION. An appropriation which, once established, is automatically
renewed without further legidlative action, period after period, until altered, revoked, or expended.

CONTRACTSPAYABLE. Amounts due on contracts.
CONTROL. A poalicy or procedure that is part of internal control.

CONTROL ACCOUNT. An account in the genera ledger which summarizes the aggregate of
debit and credit postings to a number of identical or related accounts called subsidiary accounts. For
example, Taxes Receivable is a control account supported by the aggregate of individual balances
inindividual property taxpayers subsidiary accounts. See GENERAL LEDGER and SUBSIDIARY
ACCOUNT.

CONTROL CYCLE. Term used in connection with the evaluation of internal controls. A series
of logically connected transactions/processes and associated control-related policies and procedures.

CONTROL ENVIRONMENT. Term used for the attitude, awareness, and actions of the board,
management, and others about the importance of control. Thisincludesintegrity and ethical rules,
commitment to competence, board or audit committee participation, organizational structure,
assignment of authority and responsibility, and human resource policies and practices.

CONTROL POLICIESAND PROCEDURES. Contral activities are the policies and procedures
that help ensure management directives are carried out. Those pertinent to an audit include
performance reviews, information processing, physical controls and segregation of duties.

CONTROL RISK. The risk that materia error in a balance or transaction class will not be
prevented or detected on atimely basis by internal controls.

CORRECTION OF ERRORS. (1) See PRIOR PERIOD ADJUSTMENTS. (2) See REFUND
and INTERFUND ACTIVITY.
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COST. Theamount of money or money’ s worth exchanged for property or services. Note: Costs
may be incurred even before money is paid, that is, as soon as a liability isincurred. Ultimately,
however, money or money’ s worth must be given in exchange.

COST RECORDS. All ledgers, supporting records, schedules, reports, invoices, vouchers, and
other records and documents reflecting the cost of projects, jobs, production centers, processes,
operations, products, or services, or the cost of any of the component parts thereof.

COST-REIMBURSEMENT BASIS. Term used in connection with internal service funds. The
setting of charges so that costs are systematically recovered on a break-even basis over time.

COST-SHARING MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN. A
single plan with pooling (cost-sharing) arrangements for the participating employers. All risks,
rewards, and costs, including benefit costs, are shared and are not attributed individually to the
employers. A single actuarial valuation covers all plan members and the same contribution rate(s)
appliesfor each employer. [SGAS 25]

COUNTERPARTY. Term used in connection with custodial credit risk. Another party to a
transaction. In the case of deposits and investments made by governmental entities, a counterparty
could be the issuer of a security, afinancial institution holding a deposit, a broker-dealer selling
securities, or athird party holding securities or collateral. [SGAS 3]

COUPON RATE. Theinterest rate specified oninterest coupons attached to a bond, aso called the
nominal interest rate.

CROSSOVER REFUNDING. A type of advance refunding in which the escrow established with
the proceeds of the refunding bonds only begins to secure repayment of the refunded debt at some
designated future time, known as the “crossover date.”

CUMULATIVE EFFECT OF CHANGING TO A NEW ACCOUNTING PRINCIPLE. This
is the effect on fund balance/net assets at the beginning of the current period of implementing or
changing to a new accounting principle.

CURRENT. A term which, applied to budgeting and accounting, designates the operations of the
present fiscal period as opposed to past or future periods.
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CURRENT ASSETS. Those assets which are available or can be made readily available to meet
the cost of operations or to pay current liabilities. Some examples are cash, short-term investments,
and taxes receivable which will be collected within one fiscal year.

CURRENT BUDGET. The annual budget prepared for, and effective during, the present fiscal
year.

CURRENT COSTS. Term used in connection with municipal solid waste landfills. The amount
that would be paid if all equipment, facilities, and servicesincluded in the estimate of closure and
postclosure care costs were acquired during the current period. [SGAS 18]

CURRENT FINANCIAL RESOURCES MEASUREMENT FOCUS. Measurement focus
according to which the aim of a set of financial statements is to report the near-term (current)
inflows, outflows, and balances of expendable (spendable) financia resources. The current financia
resources measurement focus is unique to accounting and financial reporting for state and local
governments and is used solely for reporting the financial position and results of operations of
governmental funds.

CURRENT LIABILITIES. Liabilitieswhich are payable within arelatively short period of time,
usualy no longer than ayear.

CURRENT REFUNDING. A refunding transaction in which the proceeds of the refunding debt
are applied immediately to redeem the debt to be refunded. This situation differs from an advance
refunding, where the proceeds of the refunding bonds are placed in escrow pending the call date or
maturity of the debt to be refunded.

CURRENT RESOURCES. Resources which can be used to meet current obligations and
expenditures. Examples are current assets, estimated revenues of a particular period not yet realized,
transfers from other funds authorized but not received, and in the case of certain funds, bonds
authorized and unissued.

CURRENT REVENUE. Revenues of a governmental unit which are available to meet
expenditures of the current fiscal year. See also REVENUE.
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CUSTODIAL CREDIT RISK. Therisk that agovernment will not be able (a) to recover deposits
if the depository financial institution fails, or (b) to recover the value of investment or collateral
securities that are in the possession of an outside party if the counterparty to the investment or
deposit transaction fails. [SGAS 3, Q& A]

CUSTOMER DEPOSITS. The liability account used in an enterprise fund for deposits made by
customers as a prerequisite to receiving services and for goods provided by the fund.

DATA PROCESSING. (1) The preparation and handling of information and data to obtain results
such as classification, problem solution, summarization, and reports. (2) Preparation and handling
of financial information wholly or partially by mechanical or electronic means.

DATED DATE (OR ISSUE DATE). The date of a bond issue from which the bondholder is
entitled to receive interest, even though the bonds may actually be delivered at some other date.

DEBT. An obligation resulting from the borrowing of money or from the purchase of goods or
services. Seeaso BOND, LONG-TERM DEBT, and NOTE PAYABLE.

DEBT LIMIT. The maximum amount of gross or net debt which islegally permitted.

DEBT SERVICE FUND. Governmental fund type used to account for the accumulation of
resources for, and the payment of, general long-term debt principa and interest. [NCGA
Statement 1] Also caled a SINKING FUND.

DEBT SERVICE REQUIREMENT. The amount of money required to pay the interest on
outstanding debt, serial maturities of principal for serial bonds, and required contributions to a debt
service fund for term bonds.

DEDUCTION. Term used in connection with fiduciary funds. Decrease in the net assets of a
fiduciary fund.
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DEFEASANCE. Infinancia reporting, the netting of outstanding liabilities and related assets on
the statement of position. Defeased debt is no longer reported as a liability on the face of the
statement of position; only the new debt, if any, isreported as aliability. Most refundings result in
the defeasance of the refunded debt. Defeasance also is sometimes encountered in conjunction with
annuity contracts purchased in connection with lottery prizes and settlements of claims and
judgments.

DEFERRED CHARGES. Expenditures which are not chargeable to the fiscal period in which
made but are carried on the asset side of the balance sheet pending amortization or other disposition,
for example, discount on bondsissued. Note: Deferred charges differ from prepaid expensesin that
they usually extend over along period of time (more than five years) and are not regularly recurring
costs of operations. See also PREPAID ITEMS.

DEFERRED REVENUE. Resource inflows that do not yet meet the criteria for revenue
recognition. Unearned amounts are always reported as deferred revenue. In governmental funds,
earned amounts al so are reported as deferred revenue until they are available to liquidate liabilities
of the current period.

DEFERRED SPECIAL ASSESSMENTS. Specia assessmentswhich have been levied but which
are not due within one year.

DEFICIENCY. A genera term indicating the amount by which anything falls short of some
requirement or expectation. The term should not be used without qualification.

DEFICIT. (1) Theexcessof theliabilities of afund over itsassets. (2) The excess of expenditures
over revenues during an accounting period; or, in the case of proprietary funds, the excess of expense
over income during an accounting period.

DEFINED BENEFIT PENSION PLAN. A pension plan having terms that specify the amount of
pension benefitsto be provided at afuture date or after a certain period of time; the amount specified

usually is a function of one or more factors such as age, years of service, and compensation.
[SGAS 25]
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DEFINED CONTRIBUTION PENSION PLAN. A pension plan having terms that specify how
contributions to a plan member's account are to be determined, rather than the amount of retirement
income the member is to receive. The amounts received by a member will depend only on the
amount contributed to the member's account, earnings on investments of those contributions, and
forfeitures of contributions made for other members that may be allocated to the member's account.
[SGAS 25]

DELINQUENT SPECIAL ASSESSMENTS. Specia assessments remaining unpaid on and after
the date on which a penalty for nonpayment is attached.

DELINQUENT TAXES. Taxesremaining unpaid on and after the date on which a penalty for
nonpayment is attached. Even though the penalty may be subsequently waived and a portion of the
taxes may be abated or canceled, the unpaid balances continue to be delinquent taxes until abated,
canceled, paid, or converted into tax liens.

DEMAND BONDS. Long-term debt issuances with demand (“put”) provisions that require the
issuer to repurchase the bonds upon notice from the bondholder at a price equal to the principa plus
accrued interest. To assureits ability to redeem the bonds, issuers of demand bonds frequently enter
into short-term standby liquidity agreements and long-term “take out” agreements. [IGAS 1]

DEPLETION. (1) The reduction in quantity of a natura resource (wasting asset), such as coal,
standing timber, or arock quarry. (2) The portion of the cost which is charged as an expense during
aparticular period. See ALLOCATION, AMORTIZATION, and DEPRECIATION.

DEPOSIT. (1) Money or securities placed with abank or other institution or with a person such as
the county treasurer either as agenera deposit subject to withdrawal by check or as a special deposit
made for some specified purpose. (2) Sums deposited by customers and by contractors and others
to accompany and guarantee their bids.

DEPOSITARY. A person/entity entrusted with the safekeeping and depositing of assets.

DEPOSITORY. A place where assets are deposited for safekeeping.
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DEPRECIATION. (1) Expiration in the service life of capital assets, other than wasting assets.
(2) The portion of the cost of a capital asset other than a wasting asset which is charged as an
expense during a particular period. In accounting for depreciation, the cost of a capital asset, less
any salvage value, is prorated over the estimated service life of such an asset, and each period is
charged with a portion of such cost. Through this process, the entire cost of the asset is ultimately
charged off as an expense.

DERIVATIVE. Contract whose value depends on, or derives from, the value of an underlying
asset, reference rate, or index. Theterm also is applied to similar transactions, such as structured
financial instruments (e.g., mortgage-backed securities). [TB 94-1]

DERIVED TAX REVENUES. Nonexchange revenues that result from assessments imposed on
exchange transactions (e.g., income taxes, sales taxes, and other assessments on earnings or
consumption). [SGAS 33]

DESIGNATED UNRESERVED FUND BALANCE. Management's intended use of available
expendable financial resources in governmental funds reflecting actual plans approved by the
government's senior management. Expressed another way, designations reflect a county's
self-imposed limitations on the use of otherwise available expendable financial resources in
governmental funds. Designations represent tentative management plans that are subject to change.

DIRECT COSTING. Term used in connection with the valuation of capital assets. Use of source
data(e.g., invoices) to establish the historical cost of a capital asset.

DIRECT DEBT. Debt that isto be repaid by the reporting government itself rather than by an
overlapping or underlying government.

DIRECT EXPENSE. Expensethat isspecifically associated with aservice, program, or department
and, thus, is clearly identifiable to a particular function. [SGAS 34]

DISALLOWED COSTS. Claims for grantor resources that have been rejected by the grantor.
Disallowed costs are to be distinguished from questioned costs, which are potential disallowed costs
that have not yet been regjected by the grantor.

DISBURSEMENTS. Paymentsin cash.
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DISCLAIMER (DISCLAIM). A statement that the auditor is unable to express an opinion asto
the presentation of financia statements in conformity with accounting principles generally accepted
in the United States of America

DISCLOSURE. Reveadlinginformation. Financial statement footnotes are one way of providing
necessary disclosures.

DISCOUNT. (1) Amount (stated in dollars or a percent) by which the selling or purchase price of
a security islessthan itsface amount. (2) Amount by which the amount bid for an issueisless than
the aggregate principal amount of that issue.

DISCRETE PRESENTATION. Method of reporting financial data of component units in a
column or columns separate from the financial data of the primary government. [SGAS 14]

DISCUSSION MEMORANDUM. A due-process document issued by the GASB soliciting
comments from interested parties on various aspects of a technical issue that is the subject of
research by the board.

DOCUMENT (DOCUMENTARY) (DOCUMENTATION). Written or printed paper that bears
information that can be used to furnish decisive evidence. Could also be a recording, computer
readable information, or a photograph.

DOUBLE ENTRY. A system of bookkeeping which requiresfor every entry made to the debit side
of an account or accounts, an entry for a corresponding amount or amounts to the credit side of
another account or accounts. Note: Double-entry bookkeeping involves the maintaining of a
balance between assets and other resources on the one hand and liabilities, other obligations, and
surpluson the other. To maintain thisbalance, it is necessary that entries for equal amounts be made
in each group. Moreover, if atransaction affects only one group of accounts (for example, the asset
group of accounts), the amount or amounts debited to an account or accounts within the group must
be offset by acredit to another account or accounts within the group for a corresponding amount or
amounts (for example, a debit to cash would be offset by a credit for a corresponding amount to
taxes receivable or some other asset).

DUE PROCESS. The proceduresfollowed by the GASB to ensure that the views of all interested

parties are solicited and considered prior to issuing an authoritative pronouncement. At aminimum,
due process requires that al statements and interpretations be preceded by an exposure draft.
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EARLY RECOGNITION OPTION. Term used in connection with debt service funds. The
option to recognize an expenditure in the current period in a debt service fund for principal and
interest payments due early in the subsequent period. This option is available only in situations
involving the nondiscretionary transfer of resources to a debt service fund in the current period for
payments due shortly after the end of the fiscal year (i.e, usualy within one to several days, and
never more than one month later).

EARNINGS. See INCOME and REVENUE.

ECONOMIC RESOURCESMEASUREMENT FOCUS. Measurement focus under which the
aim of a set of financial statements is to report al inflows, outflows, and balances affecting or
reflecting an entity's net assets. The economic resources measurement focus is used for proprietary
and fiduciary funds, as well asfor government-wide financial reporting. It also isused by business
enterprises and not-for-profit organizationsin the private sector.

EDI. “Electronic Data Interchange” is the use of communication between an entity and customers
or suppliers to transact business electronically. Purchase, shipping, billing, cash receipt, and cash
disbursements can be completed entirely by exchanging electronic messages.

EFFECTIVE DATE. The date appearing on al documents which indicates the accounting period
the transaction affects.

EFFECTIVE INTEREST RATE. Therate of earning on an investment based on the actual price
paid in contrast with the nominal interest rate. See PRESENT VALUE.

EFFECTIVENESS. Term used in connection with the evaluation of internal controls and
performance measurement. The degree to which an entity, program, or procedure is successful at
achieving its goals and objectives.

EFFICIENCY. Term used in connection with the evaluation of internal controls and performance
measurement. The degree to which an entity, program, or procedure is successful at achieving its

goals and objectives with the least use of scarce resources. Efficiency necessarily presupposes
effectiveness.
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ELIGIBILITY REQUIREMENTS. Term used in connection with government-mandated and
voluntary nonexchange transactions. Conditions established by the provider of resources stipulating
matters such as the qualifying characteristics of recipients, time requirements, allowable costs, and
other contingencies. [SGAS 33]

ENCUMBRANCES. Commitments for unperformed (executory) contracts for goods or services.
[NCGA Statement 1]

ENTERPRISE FUND. Proprietary fund type used to report an activity for which afeeis charged
to external usersfor goods or services. [SGAS 34]

ENTITLEMENT. The amount of payment to which a state or local government is entitled as
determined by the federal government pursuant to an allocation formula contained in applicable
Sstatutes.

ENTITY DIFFERENCES. A difference between the budgetary basis of accounting and GAAP
arising because the appropriated budget either includes or excludes organizations, programs,
activities, and functions which may or may not be compatible with the criteria defining the
governmental reporting entity. [NCGA Interpretation 10]

ENTRY. (1) Therecord of afinancial transaction in its appropriate book of account. (2) The act
of recording atransaction in the books of account.

EQUIPMENT. Physical property of amore or less permanent nature ordinarily useful in carrying
on operations, other than land, buildings, or improvements to either of them. Examples are
machinery, tools, trucks, cars, and furnishings.

EQUITY INTEREST. A financia interest in ajoint venture evidenced by the ownership of shares
of the joint venture's stock or by otherwise having an explicit, measurable right to the net resources
of the joint venture that is usually based on an investment of financial or capital resources by a
participating government.

ESCHEAT. Thereversion of property to a governmental entity in the absence of legal claimants
or heirs. The laws of many governmental entities provide that arightful owner or heir can reclaim

escheat property in perpetuity, provided the claimant can establish his or her right to the property.
[SGAS 21]
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ESTIMATED REVENUE. If the accounts are kept on an accrual basis, this term designates the
amount of revenue estimated to accrue during a given period regardless of whether or not it isall to
be collected during the period. If the accounts are kept on a cash basis, the term designates the
amount of revenues estimated to be collected during a given period. See also REVENUE.

EXCHANGE TRANSACTIONS. Transaction in which each party receives and gives up
essentially equal values. [SGAS 33]

EXCHANGE-LIKE TRANSACTION. Transaction in which there is an identifiable exchange
between the reporting government and another party, but the values exchanged may not be quite
equal or the direct benefits of the exchange may not be exclusively for the parties to the exchange.
Examplesinclude: certain feesfor regulatory or professional licenses and permits; certain tap fees,
certain developer contributions; certain grants and donations; and other transactions that, regardless
of the label applied to them, are based on an exchange of similar but not equal values. [SGAS 33]

EXISTENCE. Assertions about existence deal with whether assets or liabilities exist at a given
date. For example, management asserts that inventories in the balance sheet are available for use.

EXPENDITURE. Decreases in net financia resources under the current financial resources
measurement focus not properly classified as other financing uses. The difference between an
expenditure and an expenseis adifference in what isbeing measured. Expenditures measure current
outlays (the flow of current resources) while expenses measure total costs (total resources used; also
known as capital maintenance). For example, purchases of capital assets (buildings and equipment)
and of inventories are expenditures at the date of purchase, because they cause the outflow or the
tie-up of current assets. They are not expenses, however, until they are used or used up, because they
are still aresource until consumed. Another example is depreciation, which is not an expenditure
because no current assets are used when depreciation is incurred, but which is an expense because
it allocatesthetotal cost asthe depreciable capital asset isused. See MEASUREMENT FOCUS and
MODIFIED ACCRUAL BASIS.

EXPENDITURE-DRIVEN GRANTS. Government-mandated or voluntary nonexchange

transactions in which expenditure is the prime factor for determining eligibility. Also referred to as
reimbursement grants.
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EXPENSES. Chargesincurred, whether paid or unpaid, for operation, maintenance, and interest,
and other charges which are presumed to benefit the current fiscal period. An expenseis a use of
an asset. Directly using supplies, paying people for work done, or alocating (depreciating) the cost
of equipment to the period of benefit are examples of expenses.

EXPLICIT MEASURABLE EQUITY INTEREST. Term used in connection with joint ventures.
Asset resulting from a stipulation in the joint venture agreement that the participants have a present
or future claim to the net resources of the joint venture and setting forth the method to determine the
participants shares of the joint venture's net resources. [SGAS 14]

EXPOSURE DRAFT. A due-process document issued by the GASB soliciting comments from
interested parties on a proposed authoritative pronouncement.

EXTERNAL AUDIT. SeeINDEPENDENT AUDIT.

FACE VALUE. Asapplied to securities, thisterm designates the amount of the liability stated in
the security document.

FAIR VALUE. Term used in connection with the valuation of investments. The amount at which
afinancia instrument could be exchanged in a current transaction between willing parties, other than
inaforced or liquidation sale. [SGAS 31]

FIDELITY BOND. A written promise to indemnify against losses from theft, defalcation, and
misappropriation of public funds by government officers and employees. Seealso SURETY BOND.

FIDUCIARY FUNDS. Funds used to report assets held in atrustee or agency capacity for others
and which, therefore, cannot be used to support the government's own programs. The fiduciary fund
category includes pension (and other employee benefit) trust funds, investment trust funds,
private-purpose trust funds, and agency funds. [SGAS 34]

FILING FEE. A charge specified in statute for filing an initial document.
FINAL AMENDED BUDGET. Term used in connection with budgetary reporting. The original
budget adjusted by all reserves, transfers, all ocations, supplemental appropriations, and other legally

authorized legidative and executive changes applicable to the fiscal year, whenever signed into law
or otherwise legally authorized. [SGAS 34]
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FINANCIAL ACCOUNTABILITY. Term used in connection with the definition of the financial
reporting entity. The level of accountability that existsif a primary government appoints a voting
majority of an organization's governing board and is either able to impose its will on that
organization or thereis a potential for the organization to provide specific financial benefits to, or
impose specific financia burdens on, the primary government. A primary government may also be
financialy accountable for governmental organizations with a separately elected governing board,
a governing board appointed by another government, or a jointly appointed board that is fiscally
dependent on the primary government. [SGAS 14]

FINANCIAL ACCOUNTING FOUNDATION (FAF). Not-for-profit organization responsible
for overseeing the operations of both the GASB and the FASB.

FINANCIAL ACCOUNTING STANDARDS ADVISORY COUNCIL (FASAC). Advisory
group that assists the FASB. The FASAC includes representatives of all of the FASB's maor
constituents.

FINANCIAL ACCOUNTING STANDARDSBOARD (FASB). Theauthoritative accounting and
financial reporting standard-setting body for business enterprises and not-for-profit organizations.
The FASB isthe direct successor of the Committee on Accounting Procedure and the Accounting
Principles Board. The GASB and its predecessors have elected to apply a number of the FASB's
standards, as well as those of its predecessors, to state and local governments.

FINANCIAL AND COMPLIANCE AUDIT. An examination leading to the expression of an
opinion on (1) the fairness of presentation of the audited entity's basic financia statements in
conformity with GAAP, and (2) the audited entity's compliance with the various finance-related legal
and contractual provisions used to assure acceptable governmental organizational performance and
effective management stewardship.

FINANCIAL BENEFIT. Lega entitlement to, or the ability to otherwise access, the resources of
an organization.

FINANCIAL BURDEN. All obligation, legal or otherwise, to finance the deficits of, or provide
financia support to, an organization, or an obligation in some manner or the debt of an organization.
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FINANCIAL REPORTING ENTITY. A primary government, organizations for which the
primary government is financially accountable, and other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion would cause
the reporting entity's financial statementsto be misleading or incomplete. The nucleus of afinancia
reporting entity usually isa primary government. However, agovernmental organization other than
aprimary government (such as a component unit, a joint venture, ajointly-governed organization,
or other stand-alone government) serves as the nucleus for its own reporting entity when it issues
separate financial statements.

FINANCIAL RESOURCES. Resourcesthat are or will become available for spending. Financia
resources include cash and resources ordinarily expected to be converted to cash (e.g., receivables
and investments). Financial resources also may include inventories and prepaids (because they
obviate the need to expend current available financial resources).

FINANCIAL SECTION. One of the three basic sections of a comprehensive annual financial
report. The financial section is used to present the independent auditor's report on the financia
statements, the basic financia statements (including the notes to the financial statements), required
supplementary information, combining statements, individual fund statements and schedules, and
supplementary information, as needed.

FINANCIAL STATEMENTS. See BASIC FINANCIAL STATEMENTS.

FINDING. Term used in connection with public-sector auditing. Published communication of
internal control weaknesses or instances of noncompliance in connection with an audit conducted
in accordance with GAGAS.

FINE. A monetary judgment, commonly imposed as aresult of conviction for crimes or imposed
by the court in acivil case for noncompliance with a court order.

FISCAL ACCOUNTABILITY. Theresponsbility of governmentsto justify that their actionsin
the current period have complied with public decisions concerning the raising and spending of public
moneys in the short term (usually one budgetary cycle or one year). Thistermisused in contrast to
operational accountability. [SGAS 34]

FISCAL AGENT. A fiduciary agent, usually abank or county treasurer, who performsthe function
of paying debt principal and interest when due. See dlso CASH WITH FISCAL AGENT.
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FISCAL DEPENDENCE. Term used in connection with the definition of the financia reporting
entity. Situation requiring the inclusion of alegally separate entity as a component unit within the
financial reporting entity because the governing board of the primary government may arbitrarily
override thefinancial decisionsof the legally separate entity regarding: (a) its budget, (b) the levying
of taxes or the setting of rates or charges, or (c) the issuance of bonded debt.

FISCAL DISPARITIES. A seven-county metropolitan area aid program in which 40 percent of
the commercia/industrial tax base of communities forms a pool of aid to metropolitan area
communities without that tax base. A similar program isaso in use on the Iron Range.

FISCAL FUNDING CLAUSE. Term used in connection with capital leases. A clausein alease
agreement that generally provides that the lease is cancelable if the legislature or other funding
authority does not appropriate the funds necessary for the government unit to fulfill its obligations
under the lease agreement.

FISCAL PERIOD. Any period at the end of which agovernment determinesits financial position
and results of its operations. See ACCOUNTING PERIOD.

FISCAL YEAR. A 12-month period to which the annual operating budget applies and at the end
of which a government determinesits financial position and results of its operations.

FIVE PERCENT CRITERION. Second of two tests used to determine whether a given
governmental fund or enterprise fund must be reported as a major fund in the basic financia
statements. This test is applied to the combined total assets, liabilities, revenues, or

expenses/expenditures of all governmental and enterprise funds for which the ten percent criterion
has been met.

FIXED ASSETS. See CAPITAL ASSETS.

FIXED BUDGETS. Term used in contrast with flexible budgets. Budgets that embody estimates
of specific (fixed) dollar amounts. [NCGA Statement 1]

FIXED CHARGES. Expenses, theamount of whichismoreor lessfixed. Examples are interest,
insurance, and contributions to pension funds.
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FIXED COUPON REPURCHASE-REVERSE REPURCHASE AGREEMENT. A repurchase
agreement or areverse repurchase agreement where the parties agree that the securities returned will
have the same stated interest rate as, and maturities similar to, the securities transferred. [SGAS 3]

FIXTURES. Attachmentsto buildings which are not intended to be removed and which cannot be
removed without damage to the latter. Note: Those fixtures with a useful life presumed to be as
long as that of the building itself are considered a part of such building; al others are classed as
equipment.

FLEXIBLE BUDGETS. Term used in contrast with fixed budgets. Budgets that embody dollar
estimates that vary according to demand for the goods or services provided. [NCGA Statement 1]

FLOW OF CURRENT FINANCIAL RESOURCES. The measurement focus applied to
governmental funds. Under it, only current assets and current liabilities are generally reported on
their balance sheets, and their operating statements present “financial flow” information (revenues
and expenditures).

FLOW OF ECONOMIC RESOURCES MEASUREMENT FOCUS. The measurement focus
applied to proprietary and fiduciary funds. All assetsand al liabilitieswhether current or noncurrent
are reported on their balance sheets, and their operating statements present “capital maintenance’
information (revenues and expenses).

FORFEITURE. A penalty by which one loses rights and interest in property, whether because of
commission of an offense or because of nonperformance of some obligation or duty.

FORMULA GRANTS. Government-mandated or voluntary nonexchange transactionsinvolving
the provision of resources based upon established criteria (e.g., number of full-time equivalent
students) other than the incurrence of qualifying expenditures.

FULL FAITH AND CREDIT. People who are creditors of government are often protected from
loss by the full faith and credit of the government. This means that the government will either use
future taxes or borrowing to pay off debts.

FUNCTION. A group of related activities aimed at accomplishing a major service or regulatory
program for which a government is responsible (e.g., public safety).
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FUND. A fiscal and accounting entity with a self-balancing set of accounts recording cash and other
financia resources, together with al related liabilities and residual equities or balances, and changes
therein, that are segregated for the purpose of carrying on specific activities or attaining certain
objectivesin accordance with specia regulations, restrictions, or limitations. [NCGA Statement 1]

FUND ACCOUNTS. All accounts necessary to set forth the financial operations and financial
condition of afund.

FUND BALANCE. The difference between assets and liabilities reported in a governmental fund.

FUND BALANCE SHEET. A balance sheet for asingle fund. See aso BALANCE and FUND
SHEET.

FUND CLASSIFICATIONS. One of the three categories (governmental, proprietary, and
fiduciary) used to classify fund types.

FUND FINANCIAL STATEMENTS. Basic financia statements presented on the basis of funds.
Term used in contrast with government-wide financial statements.

FUND TYPE. One of 11 classifications into which all individual funds can be categorized.
Governmental fund typesinclude the general fund, specia revenue funds, debt service funds, capita
projects funds, and permanent funds. Proprietary fund types include enterprise funds and internal
service funds. Fiduciary fund types include pension (and other employee benefit) trust funds,
investment trust funds, private-purpose trust funds, and agency funds.

FUNDAMENTAL ANALYSIS. A method of estimating the fair value of a security when it is
thinly traded or when quoted market prices are not available. Fundamental analysis considers assets,
liabilities, operating statement performance, management, and economic environment of the issuer
in estimating afair value. [SGAS 31, Q&A] See MATRIX PRICING.

FUNDED MANDATE. Also known as a government-mandated nonexchange transaction. A
situation where a government at one level provides resources to a government at another level and
requires the recipient to use the resources for a specific purpose (for example, federal programs that
state or local governments are mandated to perform). [SGAS 33]

GAAFR. The acronym for Governmental Accounting, Auditing, and Financial Reporting, a
publication of the Government Finance Officers Association. Also known as the Blue Book.
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GAAP. See GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

GAAP HIERARCHY. An authoritative list of the sources of GAAP. The GAAP hierarchy for
state and local governments is set forth in SAS No. 69, The Meaning of “ Present Fairly in
Conformity with Generally Accepted Accounting Principles’ in the Independent Auditor's Report.

GENERAL ACCOUNTING OFFICE (GAOQO). The investigative arm of the U.S. Congress
charged with improving the performance and accountability of the federal government. In the
context of accounting, auditing, and financial reporting for state and local governments, the GAO
is best known for issuing Gover nment Auditing Standards, which are the source of GAGAS.

GENERAL FUND. Thegenerd fund is one of five governmental fund types and typically serves
as the chief operating fund of a government. The genera fund is used to account for all financia
resources, except those required to be accounted for in another fund. [NCGA Statement 1]
Sometimes called General Revenue or County Revenue Fund.

GENERAL JOURNAL. A journa inwhich are entered al entries not recorded in special journas.
See JOURNAL and SPECIAL JOURNAL.

GENERAL LEDGER. A book, file, or other device which contains the accounts needed to reflect
the financial position and the results of operations of an entity. In double-entry bookkeeping, the
debits and credits in the general ledger are equal. Therefore, the debit balances equal the credit
balances.

GENERAL OBLIGATION BONDS. Bondsfor the payment of which the full faith and credit of
the issuing government are pledged. More commonly, but not necessarily, general obligation bonds
are considered to be those payable from taxes and other general revenues.

GENERAL REVENUES. All revenuesthat are not required to be reported as program revenues.
All taxes, even those that are levied for a specific purpose, are general revenues and should be
reported by type of tax (e.g., salestax, property tax, franchise tax, or income tax). All other non-tax
revenues (including interest, grants, and contributions) that do not meet the criteriato be reported
as program revenues should also be reported as general revenues. [SGAS 34]
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). The conventions, rules,
and procedures that serve as the norm for the fair presentation of financial statements. The various
sources of GAAP for state and local government are set forth by SAS No. 69, The Meaning of
“ Present Fairly in Conformity with Generally Accepted Accounting Principles’ in the Independent
Auditor's Report.

GENERALLY ACCEPTED AUDITING STANDARDS (GAAS). Therulesand procedures that
govern the conduct of a financial audit. There are ten basic GAAS, classed into three broad
categories. genera standards, standards of fieldwork, and standards of reporting. The Auditing
Standards Board of the AICPA publishes SAS s and related interpretations to comment and expand
upon these basic standards.

GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS (GAGAYS).
Standards for the conduct and reporting of both financial and performance auditsin the public sector.
The Genera Accounting Office promulgates GAGAS through its publication, Government Auditing
Sandards, commonly known as the Yellow Book. The basic GAGAS standards are classed into
three broad categories: genera standards, fieldwork standards, and reporting standards. The genera
standards of GAGAS apply to both financial audits and performance audits. GAAS establish
separate fieldwork and reporting standards for financial audits and performance audits. The
fieldwork standards and reporting standards used for financial audits build upon the standards of
fieldwork and the standards of reporting of GAAS.

GOVERNMENT-MANDATED NONEXCHANGE TRANSACTIONS. Transactionsthat occur
when agovernment at one level provides resources to agovernment at another level and requiresthe
recipient to use the resources for a specific purpose (e.g., federal programs that state or local
governments are mandated to perform). [SGAS 33]

GOVERNMENT-WIDE FINANCIAL STATEMENTS. Financia statements that incorporate
all of a government's governmental and business-type activities, as well as its nonfiduciary
component units. There are two basic government-wide financial statements: the statement of net
assets and the statement of activities. Both basic government-widefinancial statementsare presented
using the economic resources measurement focus and the accrual basis of accounting. Along with
the FUND FINANCIAL STATEMENTS comprise the basic financial statements required for
counties and other local governments.
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GOVERNMENTAL ACCOUNTING. The composite of analyzing, recording, summarizing,
reporting, and interpreting the financial transactions of governmental units and agencies.

GOVERNMENTAL ACCOUNTING STANDARDSADVISORY COUNCIL (GASAC). An
advisory body established to assist the GASB. The membership of the GASAC represents all major
groups with an interest in accounting and financial reporting for state and local governments.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB). The ultimate
authoritative accounting and financial reporting standard-setting body for state and local
governments. The GASB was established in June 1984 to replace the NCGA.

GOVERNMENTAL ACCOUNTING, AUDITING, AND FINANCIAL REPORTING
(GAAFR). A publication of the Government Finance Officers Association. Also known asthe Blue
Book; various editions have been published since the mid-1930s.

GOVERNMENTAL ACTIVITIES. Activities generally financed through taxes,
intergovernmental revenues, and other nonexchange revenues. These activities are usually reported
in governmental funds and internal service funds. [SGAS 34]

GOVERNMENTAL ENTITY. For accounting and financial reporting purposes, an entity subject
to the hierarchy of GAAP applicable to state and local governmental units. The criteria used to
distinguish governmental entities from nongovernmental entities are set forth in the AICPA's Audits
of Sates and Local Gover nments.

GOVERNMENTAL EXTERNAL INVESTMENT POOL. An arrangement that commingles
(pools) the moneys of more than one legally separate entity and invests, on the participants’ behalf,
in an investment portfolio; one or more of the participants not being part of the sponsor's reporting
entity. An externa investment pool can be sponsored by an individual government, jointly by more
than one government, or by a nongovernmental entity. Aninvestment pool that is sponsored by an
individual state or local government is an external investment pool if it includes participation by a
legally separate entity that is not part of the same reporting entity as the sponsoring government. If
a government-sponsored pool includes only the primary government and its component units, it is
an internal investment pool and not an external investment pool. [SGAS 31]

GOVERNMENTAL FINANCIAL REPORTING MODEL. The minimum combination of

financial statements, note disclosures, and required supplementary information prescribed for state
and local governments by the GASB.
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GOVERNMENTAL FUNDS. Funds generally used to account for tax-supported activities. There
arefive different types of governmental funds. the general fund, specia revenue funds, debt service
funds, capital projects funds, and permanent funds.

GRANT. A type of government-mandated nonexchange transaction involving the contribution of
resources by one governmental unit to another unit. The contribution is usually made to aid in the
support of a specified function (for example, education) and generally involves eligibility
requirements imposed by the contributing government.

GRANT ANTICIPATION NOTE. Short-term, interest-bearing note issued by a government in
anticipation of agrant to be received at alater date. The noteisretired from proceeds of the grant
towhich it isrelated.

GROUPED ASSETS. Very similar assets acquired at the sametime that are treated as a single asset
for depreciation purposes. Any gainor lossisdeferred until the entire group has been retired. When
asingle asset is retired from the group, its cost is removed from the asset account and sufficient
amounts are removed from the accumulated depreciation account so that there is no gain or loss
recognized.

GUARANTEED INVESTMENT CONTRACT. A group annuity contract designed to provide
guarantees of principal and interest on funds deposited with an insurance company for a specified
period.

HOMESTEAD. A residence occupied by the owner.

IMPLEMENTATION GUIDES. Guidance on the proper implementation of authoritative
accounting and financia reporting standards issued by the staff of the GASB. Implementation
guides use a question-and-answer format and enjoy “level d” status on the hierarchy of GAAP for
state and local governments established by the AICPA's SAS No. 69, The Meaning of “ Present
Fairly in Conformity with Generally Accepted Accounting Principles’ in the Independent Auditor's
Report.

IMPOSED NONEXCHANGE REVENUES. Revenues that result from assessments imposed on

nongovernmental entities, including individuals, other than assessments on exchange transactions
(e.g., property taxes and fines). [SGAS 33]
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IMPOSITION OF WILL (IMPOSE ITS WILL). The ability to significantly influence the
programs, projects, activities, or level of services performed or provided by an organization.

IMPREST (PETTY) CASH ACCOUNT. An account into which afixed amount of money or cash
equivalent is placed for the purpose of making change or minor disbursements. Advance travel and
similar checking accounts and stamp funds are included in this category. Note: Petty cash is
sometimes referred to asa“fund;” however, it is actually an asset account, generally of the General
Fund.

IMPROVEMENT. An addition made to, or change made in, a capital asset, other than
maintenance, to prolong its life or to increase its efficiency or capacity. The cost of the addition or
change is added to the book value of the asset.

“IN-RELATION-TO” OPINION. An indication in the independent auditor's report that the
auditor does not render an opinion on the fair presentation per se of certain information contained
in the financia report (e.g., combining and individual fund financia statements), but does assert that
the information in question isfairly presented in relation to the audited financial statements.

INCOME. Thistermisused in accounting for governmental enterprises and represents the excess
of the revenues earned over the expenses incurred in carrying on particular phases of an enterprise’s
activities.

INCURRED BUT NOT REPORTED (IBNR) CLAIMS. Term used in connection with risk
financing. Claims for insured events that have occurred but have not yet been reported to the
governmental entity, public entity risk pool, insurer, or reinsurer as of the date of the financia
statements. IBNR claimsinclude: (@) known loss events that are expected to be presented later as
claims, (b) unknown loss events that are expected to become claims, and (c) expected future
development on claims aready reported. [SGAS 10]

INDEPENDENT AUDIT. Anaudit performed by an independent auditor.
INDEPENDENT AUDITOR. Auditors who are independent, both in fact and appearance, of the

entities they audit. Both GAAS and GAGAS set specific criteriathat must be met for an auditor to
be considered to be independent.
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INDEPENDENT AUDITOR'SREPORT. The official written communication of the results of
an audit. Inafinancial audit, the independent auditor's report typically will offer (or disclaim) an
opinion on whether a set of financial statementsisfairly presented in conformity with GAAP (or
some other comprehensive basis of accounting).

INDIRECT EXPENSES. Expenses that cannot be specifically associated with a given service,
program, or department and thus cannot be clearly associated with a particular functional category.
[SGAS 34]

INDIVIDUAL INVESTMENT ACCOUNTS. Aninvestment service provided by agovernmenta
entity for other legally separate entitiesthat are not part of the same reporting entity. With individual
investment accounts, specific investments are acquired for individual entities and the income from
and changes in the value of those investments affect only the entity for which they were acquired.
[SGAS 3]

INFRASTRUCTURE. Long-lived capital assetsthat normally are stationary in nature and normally
can be preserved for a significantly greater number of years than most capital assets. Examples of
infrastructure assets include roads, bridges, tunnels, drainage systems, water and sewer systems,
dams, and lighting systems. [SGAS 34]

IN-SUBSTANCE DEFEASANCE OF DEBT. A situation that occurs when debt is considered
defeased for accounting and financial reporting purposes, even though alegal defeasance has not
occurred. When debt is defeased, it is no longer reported as aliability on the face of the statement
of position; only the new debt, if any, isreported asaliability. [SGAS 7]

INTERFUND ACCOUNTS. Accounts in which transfers between funds are reflected. See
INTERFUND ACTIVITY and INTERFUND TRANSFERS.

INTERFUND ACTIVITY. Activity between funds of the primary government, including blended
component units. Interfund activities are divided into two broad categories:. reciprocal and
nonreciprocal. Reciprocal interfund activity comprises interfund loans and interfund services
provided and used. Nonreciprocal interfund activity comprises interfund transfers and interfund
reimbursements.

INTERFUND LOANS. Amounts provided between funds and blended component units of the
primary government with arequirement for repayment. [SGAS 34]
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INTERFUND REIMBURSEMENTS. Repayments from the funds or blended component units
of the primary government responsible for particular expenditures or expenses to the funds or
blended component units of the primary government that initially paid for them. [SGAS 34]

INTERFUND SERVICES PROVIDED AND USED. Salesand purchases of goods and services
between funds and blended component units of the primary government for a price approximating
their external exchange value. [SGAS 34]

INTERFUND TRANSFERS. Flows of assets (such as cash or goods) between funds and blended
component units of the primary government without equivalent flows of assetsin return and without
arequirement for repayment. [SGAS 34]

INTERGOVERNMENTAL REVENUE. Revenue received from other governmentsin the form
of grants, entitlements, shared revenues, or paymentsin lieu of taxes.

INTERNAL AUDIT. An appraisal of the diverse operations and controls within a government
entity to determine whether acceptable policies and procedures are followed, established standards
are met, resources are used efficiently and economically, and the organization's objectives are being
achieved. The term covers all forms of appraisal of activities undertaken by auditors working for
and within an organization.

INTERNAL CONTROL. Interna control comprises the plan of the organization and all of the
coordinate methods and measures adopted within a government to accomplish its objectives.
Administrative control includes, but is not limited to, the plan of an organization and the procedures
and records that are concerned with the decision processes leading to management’ s authorization
of transactions. Such authorization is a management function directly associated with the
responsibility for achieving the objectives of the government and is the starting point for establishing
accounting control of transactions.

INTERNAL CONTROL FRAMEWORK. Anintegrated set of policies and procedures designed
to assist management to achieveits goalsand objectives. To betruly comprehensive, agovernment’s
internal control framework must: (&) provide afavorable control environment; (b) provide for the
continuing assessment of risk; (c) provide for the design, implementation, and maintenance of
effective control-related policies and procedures; (d) provide for the effective communication of
information; and (e) provide for the ongoing monitoring of the effectiveness of control-related
policies and procedures as well as the resolution of potential problemsidentified by controls.
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INTERNAL CONTROL WEAKNESS. A defect in the design or operation of internal controls.
A material weakness is areportable condition which does not reduce to arelatively low level the risk
that material errors or fraud would not be detected in atimely manner by employeesin the normal
course of their duties.

INTERNAL FINANCIAL REPORTING. Financia reporting specifically designed to meet the
needs of management.

INTERNAL SERVICE FUND. Proprietary fund type that may be used to report any activity that
provides goods or services to other funds, departments, or agencies of the primary government and
its component units, or to other governments, on a cost-reimbursement basis. [SGAS 34]

INTRODUCTORY PARAGRAPH. The first paragraph of the auditor's standard report which
identifies the financial statements audited, states that the financial statements are the responsibility
of management, and that the auditor's responsibility is to express an opinion on the financia
statements based on the audit.

INTRODUCTORY SECTION. Thefirst of three essential components of any comprehensive
annual financial report. The introductory section typically provides general information on a
government’ s structure and personnel aswell asall information useful in assessing the government’s
financial condition. The contents of the introductory section normally fall outside the scope of the
independent audit of the financial statements.

INVENTORY. A detaled list showing quantities, descriptions, and values of property and
frequently aso units of measure and unit prices.

INVENTORY OF SUPPLIES. The cost value of supplies on hand.
INVESTING ACTIVITIES. Term used in connection with cash flows reporting. Investing
activities include making and collecting loans (except program loans) and acquiring and disposing

of debt or equity instruments. [SGAS 9]

INVESTMENT. Assets held for the production of revenues in the form of interest, dividends,
rentals, or lease payments. The term does not include capital assets used in governmental operations.
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INVESTMENT IN CAPITAL ASSETS, NET OF RELATED DEBT. One of three components
of net assets that must be reported in both government-wide and proprietary fund financia
statements. Related debt, for this purpose, includes the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of capital assets of the government.

INVESTMENT SECTION. One of the sections of acomprehensive annual financial report for an
investment pool public employee retirement system.

INVESTMENT TRUST FUNDS. Fiduciary fund type used to report governmental externa
investment pools in separately issued reports and the external portion of these same pools when
reported by the sponsoring government. [SGAS 34]

INVITATION TO COMMENT. A due-process document that may be released by the GASB to
solicit the views of interested parties on atopic under study by the board prior to the release of an
exposure draft.

INVOICE. A hill for services or goods.

JOINT VENTURE. A legd entity or other organization that results from acontractual arrangement
and that is owned, operated, or governed by two or more participants as a separate and specific
activity subject to joint control, in which the participants retain (a) an ongoing financial interest, or
(b) an ongoing financia responsibility. Generally, the purpose of ajoint venture is to pool resources
and share the costs, risks, and rewards of providing goods or servicesto the joint venture participants
directly, or for the benefit of the public or specific service recipients. [SGAS 14]

JOINTLY-GOVERNED ORGANIZATION. A regiona government or other multi-governmental
arrangement that is governed by representatives from each of the governments that create the
organization, but that is not ajoint venture because the participants do not retain an ongoing financia
interest or responsibility. [SGAS 14]

JOURNAL. A book of original entry. Journals provide a chronologica history of financia
transactions and systematic means by which the transactions can be distributed and summarized for
convenient posting to ledger accounts.

JUDGMENT. Anamount to be paid or collected by a government as the result of a court decision,
including a condemnation award in payment for private property taken for public use.
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LAND. A fixed asset account which reflects the value of land owned by a governmental unit. If
land is purchased, this account shows the purchase price and costs such as legal fees, filling and
excavation costs, and the like which are incurred to put the land in condition for its intended use.
If land is acquired by gift, the account reflects the appraised value at the time of acquisition.

LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS. Costsincurred to provide for
the protection of the environment that occur near or after the date that a municipa solid waste
landfill stops accepting solid waste and during the postclosure period. Closure and postclosure care
costs include the cost of equipment and facilities (e.g., leachate collection systems and final cover)
aswell asthe cost of services (e.g., postclosure maintenance and monitoring costs). [SGAS 18]

LAPSE. As applied to appropriations, this term denotes the automatic termination of an
appropriation. Except for continuing appropriations, an appropriation is made for a certain period
of time. At the end of this period, any unexpended or unencumbered balance thereof |apses, unless
otherwise provided by law.

LAPSE PERIOD. A specified time at the beginning of a given budget period during which
encumbrances outstanding at the end of the prior budget period may be liquidated using the prior
year's budgetary authority. Many governments avoid the use of a lapse period by automatically
appropriating as part of each new budget an amount sufficient to cover encumbrances outstanding
at the end of the prior budget period.

LEASE-PURCHASE AGREEMENT. Contractual agreements which are termed “leases,” but
which in substance amount to purchase contracts.

LEASEHOLD. Theright to the use of real estate by virtue of alease, usually for a specified term
of years, for which consideration is paid.

LEDGER. A group of accountsin which are recorded the financial transactions of an entity.
LEGAL DEBT LIMIT. SeeDEBT LIMIT.

LEGAL DEBT MARGIN. The excess of the amount of debt legally authorized over the amount
of debt outstanding.
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LEGAL DEFEASANCE. A situation that occurs when debt islegally satisfied based on certain
provisions in the debt instrument even though the debt is not actually paid. When debt is defeased,
it isno longer reported as aliability on the face of the statement of position; only the new debt, if
any, isreported asaliability. [SGAS 7]

LEGAL LEVEL OF BUDGETARY CONTROL. The level a which a government’s
management may not reall ocate resources without special approval from the legidative body.

LEGAL OPINION. (1) The opinion of an officia authorized to render it, such as an attorney
general or county attorney, asto legality. (2) In the case of county bonds, the opinion, usually of a
specialized bond attorney, asto the legality of abond issue. A preliminary legal opinionismadein
advance of the original sale of the bonds; afina opinion, after the bonds have been issued and sold.

LENT SECURITIES. The securities lent by the lender to the borrower in a securities lending
transaction. Also referred to as underlying securities. [SGAS 28]

LEVEL (1-4) GUIDANCE. In the context of the hierarchy of GAAP for state and local
governments, areference to the relative authority of a given source of GAAP guidance.

LEVEL OF EFFORT REQUIREMENTS. A requirement that a grant recipient not use grant
resources to reduce its own participation in a given program or activity.

LEVY. Veb: To impose taxes, specia assessments, or service charges for the support of
governmental activities. Noun: Thetotal amount of taxes, special assessments, or service charges
imposed by a government.

LIABILITIES. Debt or other legal obligations arising out of transactions in the past which must
be liquidated, renewed, or refunded at some future date. Thisterm does not include encumbrances.

LIEN DATE. For property (ad valorem) taxes, the date when an enforceable legal claim to taxable
property arises. Generally, the lien date is specified in the relevant enabling legislation. Many
governments use the term lien date even though alien is not formally placed on the property at that
date. Alternatively, the term assessment date is used to describe this same date. [SGAS 33]

LOAN PREMIUM OR FEE. Term used in connection with securities lending arrangements.

Payments from the borrower to the lender as compensation for the use of the underlying securities
when the borrower provides securities or letters of credit as collateral. [SGAS 28]
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LOCAL TAX RATE. Therate used to compute property taxes for each parcel of property. Local
tax rate is computed by dividing the certified levy by the taxable tax capacity.

LONG-TERM DEBT. Debt with amaturity of more than one year after date of issuance.

MAINTENANCE. Activitiesthat ensure that the right-of-way and each type of roadway, roadway
structure, and facility remain, as nearly as practical, in its original, as constructed condition or its
subsequent improved condition.

MAJOR FUND. A governmental fund or enterprise fund reported as a separate column in the basic
fund financia statements. The general fund is always amgjor fund. Otherwise, mgjor funds are
funds whose revenues, expenditures/expenses, assets, or liabilities (excluding extraordinary items)
are at least ten percent of corresponding totals for al governmental or enterprise funds for the same
item. Any other government or enterprise fund may be reported as amajor fund if the government’s
officials believe that fund is particularly important to financial statement users. [SGAS 34]

MAJOR PROGRAM. Term used in the context of Single Audits. As part of the Single Audit, the
independent auditor must gain an understanding of internal controls over compliance for each major
federal award program and then test those controls. 1n addition, the independent auditor must render
an opinion on whether the government complied with laws, regulations, and provisions of contracts
or grant agreements that could have a direct and material effect on each magor federa award
program.

MANAGEMENT LETTER. A term used in connection with the independent audit of the financia
statements. A formal communication by the auditor to management that focuses on internal control
weaknesses discovered in the course of the audit of the financial statements. A management |etter
typically would be redundant in an audit conducted in accordance with GAAS, which require that
the independent auditor publish internal control weaknesses and instances of noncompliance in
conjunction with a format report on internal controls and compliance. The management letter, as
just described, should be distinguished from the management representation letter. The latter isa
communication by management to the independent auditor in which management takes formal
responsibility for the fair presentation of the financial statements and makes certain specific
representations regarding their contents.
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MANAGEMENT REPRESENTATION LETTER. A letter addressed to the auditor, signed by
the client's chief executive officer and chief financial officer. During an audit, management makes
many representations to the auditor. Written representations from management in the letter confirm
oral representations given to the auditor, document the continuing appropriateness of such
representations, and reduce the possibility of misunderstanding. See REPRESENTATION.

MANAGEMENT’SDISCUSSION AND ANALYSIS. A component of required supplementary
information used to introduce the basic financia statements and provide an analytical overview of
the government’ sfinancial activities. [SGAS 34]

MARKET VALUE. An assessor’s estimate of what property would be worth on the open market
if sold. The market valueis set on January 2 of the year before taxes are payable.

MATCHING REQUIREMENT. A requirement that a grant recipient contribute resourcesto a
program that equal or exceed a predetermined percentage of amounts provided by the grantor.

MATERIAL WEAKNESS. A reportable condition (internal control weakness) of such magnitude
that it could potentially result in a material misstatement of the financial statements.

MATERIALITY. The magnitude of an omission or misstatement of accounting information that,
in the light of surrounding circumstances, makes it probable that the judgement of a reasonable
person relying on the information would have been changed or influenced by the omission or
misstatement. The objective of accountability in governmental financial reporting adds another
perspective to materiality. Specifically, accountability requires materiality to be judged not only in
a quantitative manner, but also in aqualitative manner. That is, accountability involves such issues
as legal and contractual compliance that may not have a*“material” effect on the entity’ s reported
operating results and financial position but that would influence or change the judgment of a
reasonable person about how the government has conducted its affairsduring the period. [SGAS 11]

MATRIX PRICING. A method of estimating the fair value of a security when it isthinly traded
or when quoted market prices are not available. Matrix pricing estimates a security’ s fair value by
considering coupon interest rates, maturity, credit rating, and market indexes as they relate to the
security being vaued and to similar issues for which quoted prices are available. [SGAS 31, Q& A]
See FUNDAMENTAL ANALYSIS.

MATURITY DATE. The stated date on which all or a portion of the principal amount of a security
is due and payable.
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MEASUREMENT FOCUS. The objective of ameasurement; that is, what is being expressed in
reporting an entity’s financial performance and position. A particular measurement focus is
accomplished by considering not only which resources are measured (e.g., financial or economic
resources), but also when the effects of transactions or events involving those resources are
recognized (the basis of accounting). The measurement focus of government-wide financia
statements, proprietary fund financia statements, and fiduciary fund financia statementsiseconomic
resources. The measurement focus of governmental fund financial statementsis current financial
resources.

MODIFIED ACCRUAL BASIS. Thebasisof accounting under which expenditures are recorded
at the time liabilities are incurred and revenues are recorded when received, except that selected
revenues are recorded when earned. The selected revenues should be material and must properly
reflect the matching of expenditures, if applicable. [NCGA Statement 1] See AVAILABILITY
CRITERION.

MODIFIED APPROACH. The election not to depreciate infrastructure assets that are part of a
network or subsystem of a network that meet two specific requirements. First, the government
manages the eligible infrastructure assets using an asset management system that has certain
specified characteristics; second, the government documents that the eligible infrastructure assets
are being preserved approximately at (or above) a condition level established and disclosed by the
government. [SGAS 34]

MONEY MARKET INVESTMENT. A short-term, highly liquid debt instrument, including
commercia paper, banker’s acceptances, and U.S. Treasury and agency obligations. Asset-backed
securities, derivatives, and structured notes are not included in thisterm. [SGAS 31]
MULTI-PURPOSE GRANTS. Term used in connection with the identification of program
revenues. Grants intended to finance activities reported in different functional categories in the
government-wide statement of activities. Multi-purpose grants that do not provide for specific
identification of the programs and amounts should be reported as general revenues. [SGAS 34]
MUNICIPAL BOND. A bond issued by a state or local government.

MUNICIPAL FINANCE OFFICERS ASSOCIATION. Origina name of the Government
Finance Officers Association of the United States and Canada.
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MUNICIPAL SOLID WASTE LANDFILL. A discreteareaof land or an excavation that receives
household waste, and that is not a land application unit, surface impoundment, injection well, or
waste pile, asthose terms are defined in regulations of the Environmental Protection Agency. It may
also receive other types of Resource Conservation and Recovery Act Subtitle D wastes, such as
commercia solid waste, nonhazardous sludge, and industrial solid waste. The term municipal
indicates the primary type of solid waste received by the landfill, not its ownership. [SGAS 18]

NATIONAL ADVISORY COUNCIL ON STATE AND LOCAL BUDGETING (NACSLB).
A working group created by eight public-sector organizations to establish a comprehensive
framework for public-sector budgeting that could be used by state and local governments as an ided
against which to measure and improve the quality of their own budget practices. The Government
Finance Officers Association has formally recommended the NACSLB’ s guidelines to its members.

NATIONAL COMMITTEE ON MUNICIPAL ACCOUNTING (NCMA). A committee of the
Municipal Finance Officers Association that served as the authoritative accounting and financial
reporting standard-setting body for local governments prior to 1946. The NCMA was one of the
predecessors of the GASB.

NATIONAL COMMITTEE ON GOVERNMENTAL ACCOUNTING (NCGA). A committee
of the Municipal Finance Officers Association that served as the authoritative accounting and
financial reporting standard-setting body for local governments from the late 1940’'s until the
establishment the National Council on Governmental Accounting in the 1970's.

NEGOTIABLE CERTIFICATESOF DEPOSIT. Transferable certificates of deposit. Because
they are transferable, negotiable certificates of deposit are subject to custodial credit risk.

NET ASSETS. Reported on the government-wide financial statements and the proprietary funds
financia statements. The difference between a government’s assets and its liabilities in the
statement of net assets (and statement of fund net assets) is its net assets. Net assets should be
displayed in three components: invested in capital assets, net of related debt; restricted
(distinguishing between major categories of restrictions); and unrestricted.

NET BOOK VALUE. SeeBOOK VALUE.

NET COST. Term used in the context of the government-wide statement of activities. The
difference between functional expenses and program revenues.
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NET GENERAL OBLIGATION DEBT. General obligation debt reduced by amounts being paid
with other than general resources (e.g., general obligation debt associated with proprietary funds and
special assessment debt), as well as amounts available in sinking funds for debt repayment.

NET INCOME. A term used in accounting for proprietary funds to designate the excess of total
revenue over total expenses for an accounting period. (Also called Net Profit.)

NET PENSION OBLIGATION. Term used in connection with defined benefit pension plans. The
cumulative difference between annual pension cost and the employer’s contributions to the plan,
including the pension liability (asset) at transition to SGAS 27, and excluding (a) short-term
differences, and (b) no-commitment special assessment debt. Special assessment debt that is secured
solely by liens on assessed properties and resources provided from bond proceeds and is not backed
by either the full faith and credit of the government or by any other type of general government
commitment. [SGAS 27]

NO-COMMITMENT SPECIAL ASSESSMENT DEBT. Specia assessment debt that is secured
solely by liens on assessed properties and resources provided from bond proceeds and is not backed
by either the full faith and credit of the government or by any other type of general government
commitment.

NONCAPITAL FINANCING ACTIVITIES. Term used in connection with cash flows reporting.
Noncapital financing activities include borrowing money for purposes other than to acquire,
construct, or improve capital assets and repaying those amounts borrowed, including interest. This
category includes proceeds from all borrowings (such as revenue anticipation notes) not clearly
attributable to acquisition, construction, or improvement of capital assets, regardless of the form of
the borrowing. Also included are certain other interfund and intergovernmental receipts and
payments. [SGAS 9]

NONEXCHANGE TRANSACTIONS. A transaction in which a government (including the
federal government, as a provider) either gives value (benefit) to another party without directly

receiving equal value in exchange or receives value (benefit) from another party without directly
giving equal value in exchange. [SGAS 33]
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NONFINANCIAL ASSETS. A term used in connection with the current financial resources
measurement focus and the modified accrual basis of accounting. Assetsthat are expected to be used
in the provision of goods or services rather than converted to cash. Financial statement preparers
have the option of treating prepaid items and inventories of supplies as either a financial asset
(consumption method) or as a nonfinancial asset (purchases method).

NONOPERATING INCOME. See NONOPERATING REVENUES AND EXPENSES.

NONOPERATING REVENUES AND EXPENSES. A term used in connection with the
proprietary fund statement of revenues, expenses, and changesin net assets. Revenues and expenses
not qualifying as operating items, which typically include interest revenue and expense, taxes, and
grants that are not equivalent to contracts for services.

NONPARTICIPATING INTEREST-EARNING INVESTMENT CONTRACTS. Investment
contracts whose value is not affected by market (interest rate) changes (e.g., nonnegotiable
certificates of deposit with redemption terms that do not consider market rates). This definition
excludes investment contracts that are negotiable or transferable, or whose redemption value
considers market rates. [SGAS 31]

NONRECIPROCAL INTERFUND ACTIVITY. The internal counterpart to nonexchange
transactions. This category includes both interfund transfers and interfund reimbursements.
[SGAS 34]

NORMAL COSTING. Term used in connection with the valuation of capital assets. Estimate of
historical cost based on current cost of reproduction new indexed by areciprocal factor of the price
increase of a specific item or classification from the appraisal date to the estimated date of
acquisition. That is, the historical cost of an asset is estimated by taking the value of acquiring the
asset new today and then discounting that amount by an appropriate inflation factor back to the date
of acquisition.

NORMALLY. Term used in connection with the application of the modified accrual basis of
accounting to certain long-term liabilities. Specifically, certain accrued liabilities are recognized as
expenditures in governmental funds only when they are normally expected to be liquidated with
current available financial resources (e.g., compensated absences, claims and judgments, specia
termination benefits, and landfill closure and postclosure care costs). For this purpose, the term
normally should be interpreted from the perspective of the practice of state and local governments.
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NOTE PAYABLE. In genera, an unconditional written promise signed by the maker to pay a
certain sum of money on demand or at afixed or determinable future time either to the bearer or to
the order of a person designated therein.

NOTE RECEIVABLE. Anunconditional written promise, signed by the maker, to pay acertain
sum in money on demand or at afixed or determinable future time either to the bearer or to the order
of a person designated therein. The note may be held by the reporting governmental unit as
designated payee or by endorsement.

NOTESTO THE FINANCIAL STATEMENTS. Thesummary of significant accounting policies
and other disclosures required for afair presentation of the basic financial statements of an entity in
conformity with GAAP which are not included on the face of the basic financial statements
themselves. The notes to the financial statements are an integral part of the basic financid
Statements.

NUMBER OF FUNDS PRINCIPLE. The principle that only the minimum number of funds
consistent with legal and operating requirements should be established, since unnecessary funds
result in inflexibility, undue complexity, and inefficient financial administration. [NCGA
Statement 1]

OBJECT. A term used in connection with the classification of expenditures. The article purchased
or the service obtained, rather than the purpose for which the article or service was purchased or
obtained (e.g. personal services, contractual services, materials, and supplies).

OBLIGATED IN SOME MANNER. Term used in connection with specia assessment debt and
the determination of the financial reporting entity. A government is obligated in some manner for
debt if: (a) itislegally obligated to assume all or part of the debt in the event of default, or (b) the
government may take certain actions to assume secondary liability for all or part of the debt--and the
government takes, or has given indications that it will take, those actions. Stated differently, the
phrase obligated in some manner is intended to include al situations other than those in which:
(@) the government is prohibited (by constitution, charter, statute, ordinance, or contract) from
assuming the debt in the event of default, or (b) the government is not legally liable for assuming the
debt and makes no statement, or gives no indication, that it will, or may, honor the debt in the event
of default. [SGAS 6]
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OBLIGATIONS. Amounts which the county may be legally required to meet out of its resources.
This includes not only actual liabilities but also unliquidated encumbrances. Assertions about
obligations deal with whether liabilities are obligations of the entity at a given date. For example,
management asserts that amounts capitalized for leases in the balance sheet represent the cost of the
entity's rights to leased property and that the corresponding lease liability represents an obligation
of the entity.

OBSOLESCENCE. The decrease in the value of capital assets resulting from economic, social,
technological, or legal changes.

OCCURRENCE. Assertions about occurrence deal with whether recorded transactions have
occurred during a given period. For example, management asserts that sales in the operating
statement represent the exchange of goodsor services with customersfor cash or other consideration.

OFFICE OF MANAGEMENT AND BUDGET (OMB). An agency of the federal government
with regulatory oversight of Single Audits. In fulfillment of this responsibility, the OMB has issued
Circular A-133, Audits of Sates, Local Gover nments, and Non-Profit Organizations.

ON-BEHALFPAYMENTSOF FRINGE BENEFITSAND SALARIES. Direct payments made
by one entity (the paying entity or paying government) to a third-party recipient for the employees
of another, legally separate entity (the employer entity or employer government). They include
payments made by governmental entities on behalf of nongovernmental entities and payments made
by nongovernmental entities on behalf of governmental entities, and may be made for volunteers as
well asfor paid employees of the employer entity. [SGAS 24]

OPEN AMORTIZATION PERIOD. Term used in connection with defined benefit pension plans.
An open amortization period (open basis) is one that begins again or is recalculated at each actuaria
valuation date. Within a maximum number of years specified by law or policy (for example,
30 years), the period may increase, decrease, or remain stable. [SGAS 25]

OPEN-END MUTUAL FUNDS. An open-end mutual fund is one that continuously offers its
shares for sale to the public, compared with a closed-end company, which may issue only alimited
number of shares. Mutua funds generaly do not issue share certificates; instead, they send out
periodic statements showing deposits, withdrawal s, and dividends credited to the investor’ s account.
[SGAS 3]
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OPERATING ACTIVITIES. Term used in connection with cash flows reporting. Operating
activities generally result from providing services and producing and delivering goods and include
all transactions and other events that are not defined as capital and related financing, noncapital
financing, or investing activities. [SGAS 9]

OPERATING BUDGET. A plan of proposed operating expenditures and the means of financing
them for the current fiscal period.

OPERATING EXPENSES. Proprietary fund expenses which are directly related to the fund’s
primary service activities.

OPERATING REVENUESAND EXPENSES. Term usedin connection with the proprietary fund
statement of revenues, expenses, and changesin net assets. The term is not defined as such in the
authoritative accounting and financial reporting standards, although financial statement preparers
are advised to consider the definition of operating activities for cash flows reporting in establishing
their own definition. [SGAS 34]

OPERATIONAL ACCOUNTABILITY. Government’s responsibility to report the extent to
which they have met their operating objectives efficiently and effectively, using al resources
availablefor that purpose, and whether they can continue to meet their objectives for the foreseeable
future. [SGAS 34]

OPINION PARAGRAPH. The paragraph in the auditor’s report that expresses the auditor’s
conclusions. The wording of the standard, unqualified opinion paragraphis: “In our opinion, the
financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of XY Z County
as of December 31, year, and the respective changes in financial position and cash flows, where
applicable thereof, for the year then ended in conformity with accounting principles generally
accepted in the United States of America.”

OPTION-ADJUSTED SPREAD MODELS. A method of estimating the fair value of an option
when it isthinly traded or when quoted market prices are not available. Such models measure the
spread provided from a security that is an option or includes an option. Using a benchmarked yield
curve, separate cash flows are discounted according to their maturity. The result is a spread when
compared to yields for risk-free investments. [SGAS 31, Q&A]
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OPTION CONTRACT. A contract giving the buyer (owner) the right, but not the obligation, to
purchase from (call option) or sell to (put option) the seller (writer) of the contract a fixed number
of items (such as shares of equity securities) at afixed or determinable “strike” price on a given date
or at any time on or before agiven date. [SGAS 31]

OPTION-PRICING MODELS. A method of estimating the fair value of an option when it is
thinly traded or when quoted market prices are not available. Under one such model (i.e, the
Black-Scholes model) consideration is given to a security'sreturn, the-risk free interest rate, the time
remaining until the option expires, and the relationship of the underlying security's price to the strike
price of the option. [SGAS 31, Q&A]

ORGANIZATION. An administrative or functional structure whose purpose is to accomplish
defined results. The term may refer to an agency, department, division, section, unit, etc.

ORIGINAL BUDGET. The first complete appropriated budget. The original budget may be
adjusted by reserves, transfers, allocations, supplemental appropriations, and other legally authorized
legidative and executive changes before the beginning of the fiscal year. The origina budget should
also include actual appropriation amounts automatically carried over from prior years by law. For
example, alega provision may require the automatic rolling forward of appropriations to cover
prior-year encumbrances. [SGAS 34]

OTHER FINANCING SOURCE. An increase in current financial resources that is reported
separately from revenues to avoid distorting revenue trends. The use of the other financing sources
category islimited to items so classified by GAAP.

OTHER FINANCING USE. A decreasein current financial resources that is reported separately
from expenditures to avoid distorting expenditure trends. The use of the other financing uses
category islimited to items so classified by GAAP.

OTHER POST-EMPLOYMENT BENEFITS (OPEB). Post-employment benefits provided by
an employer to plan participants, beneficiaries, and covered dependents through a plan or other
arrangement that is separate from a plan to provide retirement income. OPEB also include
post-employment health care benefits provided through a public employee retirement system or
pension plan. In addition to post-employment health care benefits (such asillness, dental, vision,
and hearing), OPEB may include, for example, life insurance, disability income, tuition assistance,
legal services, and other assistance programs. [SGAS 12]
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OTHER SOURCES OF GAAP. Potentia sources of accounting and financial reporting guidance
that may be used in the absence of authoritative guidance on one of the four levels of the hierarchy
of GAAP for state and local governments set forth in SAS No. 9, The Meaning of “ Present Fairly
in Conformity with Generally Accepted Accounting Principles’ in the Independent Auditor’ s Report.
Examples of other sources of GAAP for state and local governments include concepts statements
of the GASB, pronouncements of the FASB that are not authoritative for government, professional
publications, textbooks, and position papers of professional organizations. GASB Concepts
Statements take precedence as another source of GAAP.

OUTCOME MEASURES. Term used in connection with service efforts and accomplishments
reporting. Indicators that measure accomplishments or results that occur (at least partially) because
of services provided. Results also include measures of public perceptions of outcomes. [SGAC 2]

OUTLAY. Synonymous with EXPENDITURE. Seealso CAPITAL OUTLAYS.

OUTPUT MEASURES. Term used in connection with service efforts and accomplishments
reporting. Indicators that measure the quantity of services provided. Output measures include both
measures of the quantity of service provided and measures of the quantity of service provided that
meets a certain quality requirement. [SGAC 2]

OVERHEAD. All costsother than direct costs. Specifically, those elements of cost necessary to
produce an article or perform a service for which the amount applicable to the product or service
cannot be determined accurately or readily. Usually they relateto those objects of expenditure which
do not become an integral part of the finished product or service such asrent, heat, light, supplies,
management, supervision, etc.

OVERLAPPING DEBT. Proportionate share that property within a government must bear of the
debts of other local governments located wholly or in part within the geographic boundaries of the
reporting government. Except for special assessment debt, the amount of debt of each unit
applicableto the reporting unit isarrived at by: (1) determining what percentage of the total assessed
value of the overlapping jurisdiction lies within the limits of the reporting unit, and (2) applying this
percentage to the total debt of the overlapping jurisdiction. Special assessment debt is allocated on
the basis of the ratio of assessments receivable in each jurisdiction, which will be used wholly or in
part to pay off the debt, to total assessments receivable, which will be used wholly or in part for this
purpose.
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OVERLAPPING GOVERNMENTS. All local governments located wholly or in part within the
geographic boundaries of the reporting government.

PARTICIPATING INTEREST-EARNING INVESTMENT CONTRACTS. Interest-earning
investment contracts whose value is affected by market (interest rate) changes (e.g., contracts that
are negotiable or transferable, or whose redemption value considers market rates). [SGAS 31]

PASSENGER FACILITIESCHARGES (PFC’s). A fixed fee authorized by the Federal Aviation
Administration that airports may impose on each departing passenger for usein eligible construction
projects or for related debt service. This charge is collected by whoever sells the ticket and then
remitted to the airport.

PASS-THROUGH GRANTS. Grants and other financial assistance received by a governmental
entity to transfer or to spend on behalf of a secondary recipient. [SGAS 24]

PASS-THROUGH RESOURCES. Resources that are received by a recipient government to
transfer to or spend on behalf of a secondary recipient, government, or others, in accordance with
legal or contractual provisions. See PASS-THROUGH GRANTS.

PAY-ASYOU-GO BASIS. A term used to describe the financial policy of a government which
finances all of its capital outlays from current revenues rather than by borrowing. A government
which pays for some improvements from current revenues and others by borrowing is said to be on
apartial or modified pay-as-you-go basis.

PAYMENT IN LIEU OF TAXES. A payment that a property owner not subject to taxation makes
to a government to compensate it for services that the property owner receives that normally are
financed through property taxes.

PENSION (AND OTHER EMPLOYEE BENEFIT) TRUST FUNDS. A fiduciary fund type
used to report resources that are required to be held in trust for the members and beneficiaries of
defined benefit pension plans, defined contribution plans, other post-employment benefit plans, or
other employee benefit plans. [SGAS 34]

PENSION COST. A measure of the periodic cost of any employer’s participation in a defined
benefit pension plan. [SGAS 27]
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PENSION OBLIGATIONSBONDS. Bondsissued by employersto finance one or more elements
of their pension obligation to employees. Pension obligation bonds may be used, for example, to
provide funds for one or more of the following purposes: to reduce or eliminate the employer's net
pension obligation, to pay the employer's annual required contribution for the year, or to reduce or
eliminate the plan's unfunded actuarial accrued liability.

PENSION PLAN. An arrangement for the provision of pension benefits in which all assets
accumulated for the payment of benefits may legally be used to pay benefits, including refunds of
member contributions, to any of the plan members or beneficiaries, as defined by the terms of the
plan. [SGAS 25]

PENSION-RELATED DEBT. All long-term liabilities of an employer to a pension plan, the
payment of which is not included in the annual required contributions of a sole or agent employer
or the actuarially determined required contributions of a cost-sharing employer. Payments generally
are made in accordance with installment contracts that usually include interest. Examplesinclude
contractually deferred contributions and amounts assessed to an employer upon joining a
multiple-employer plan. [SGAS 27]

PENSION TREND DATA. Actuarialy based data over time concerning the funding progress of
a defined benefit pension plan and employers actual and annual required contributions to the plan.

PERFORMANCE AUDIT. Auditing designed to evaluate the effectiveness or efficiency of an
organization, program, or activity.

PERFORMANCE MEASUREMENT. Commonly used term for service efforts and
accomplishments reporting.

PERMANENT FUNDS. A governmental fund type (fiduciary-like in nature) used to report
resources that are legally restricted to the extent that only earnings, and not principal, may be used
for purposes that support the reporting government’s programs--that is, for the benefit of the
government or its citizenry.

PERPETUAL INVENTORY. A system whereby theinventory of unitsof property at any date may
be obtained directly from the records without resorting to an actual physical count. A record is
provided for each item or group of itemsto be inventoried and is so divided asto provide arunning
record of goods ordered, received, and withdrawn, and the balance on hand, in units and frequently
alsoinvalue.
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PERSPECTIVE DIFFERENCES. Differences between the budgetary basis of accounting and
GAAP that result when the structure of financial information used for GAAP financia reporting
differs from the structure of financial information used for budgetary purposes. [NCGA
Interpretation 10]

PETTY CASH. A sum of money set aside on an imprest basis for the purpose of making change
or paying small obligations for which the issuance of aformal voucher and warrant would be too
expensive and time consuming. Petty cash accounts are sometimes referred to as petty cash “funds.”
However, they are not “funds’ in the sense of governmental accounting fund types. Petty cash
accounts should be reported as assets of the fund of ownership. See IMPREST (PETTY) CASH
ACCOUNT.

POLICYHOLDER DIVIDENDS. Term used in connection with public-entity risk pools.
Payments made or credits extended to the insured by the insurer, usually at the end of a policy year,
that result in reducing the net insurance cost to the policyholder. These dividends may be paid in
cash to the insured or applied by the insured to reduce premiums due for the next policy year.
[SGAS 10]

POPULAR ANNUAL FINANCIAL REPORTING. Supplementary financial reporting designed
to meet the specia needs of interested parties who are either unable or unwilling to use the more
detailed financial information provided in traditional comprehensive annual financial reports.

POST-AUDIT. Anexamination of financia transactions that have been consummated or thosein
various stages of completion at the end of an accounting period. See PRE-AUDIT.

POST-EMPLOYMENT HEALTHCARE BENEFITS. Medica, dental, vision, and other
health-related benefits provided to terminated employees, retired employees, dependents, and
beneficiaries. [SGAS 26]

POSTING. Theact of transferring to an account in aledger the data, either detailed or summarized,
contained in a book or document of original entry.

POTENTIALLY MISLEADING TO EXCLUDE. Term used in connection with defining the
financia reporting entity. Basisfor including alegally separate entity within the financial reporting

entity even though that separate entity does not meet either of the normal criteriafor inclusion asa
component unit (i.e., board appointment or fiscal dependency).
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PRE-AUDIT. Anexamination of financial transaction prior to their completion.

PRELIMINARY PROJECT STAGE. Term used in connection with computer software
developed or obtained for internal use. Costs incurred prior to the development stage of computer
software (e.g., the conceptual formulation of aternatives, the evaluation of aternatives, the
determination of the existence of needed technology, and the final selection of aternatives).

PRELIMINARY VIEWS. A due-processdocument issued by the GASB soliciting commentsfrom
interested parties on a proposed authoritative pronouncement prior to the issuance of an exposure
draft.

PREMIUM DEFICIENCY. Term used in connection with public-entity risk pools. A situation
that occursif the sum of expected claims costs (including incurred but not reported claims) and al
expected claim adjustment expenses, expected dividends to policyholders or pool participants, and
unamortized acquisition costs exceeds related unearned premiums. [SGAS 30]

PREPAID ITEMS. An asset account reflecting charges entered in the accounts for benefits not
yet received. Prepaid items differ from deferred chargesin that they are spread over a shorter period
of time than deferred charges and are regularly recurring costs of operations. Examples of prepaid
items are prepaid rent, prepaid interest, and unexpired insurance premiums. An example of a
deferred charge is unamortized discounts on bonds sold.

PRESENT VALUE. The sum of future payments or receipts discounted to the current date at an
appropriate rate of interest. Usually the present value can be considered equivaent to the cash price
that would be paid for anitem on delivery or the principal or face amount of an investment or debt
exclusive of interest. However, when an item is purchased on credit and no interest rate is stated,
or when an investment is bought or sold at a premium or discount, or when a debt isincurred and
the cash proceeds are not the same as the face amount of the debt, computation of present value may
be required.

PRESENTATION. Assertions about presentation deal with whether particular financial statement
components are properly classified and described. For example, management asserts that long-term
liabilities in the balance sheet will not mature in one year. Similarly, management asserts that
extraordinary items in the operating statement are properly classified and described.

PRESERVATION. Speciaized maintenance activitiesthat serve to extend the originally estimated

life of each type of roadway, roadway structure, and facility but do not increase its traffic flow
capacity and efficiency.
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PRIMARY GOVERNMENT. Term used in connection with defining the financial reporting
entity. A state government or general purpose local government. Also, a special-purpose
government that has a separately elected governing body, is legally separate, and is fiscally
independent of other state or local governments. The primary government is the focus of the
financial reporting entity. [SGAS 14]

PRIMARY USERSOF GENERAL-PURPOSE EXTERNAL FINANCIAL REPORTS. Those
groups of financial statement users whose needs guide the development of GAAP. For state and
local governments, the primary users of general-purpose external financial reports are: (a) those to
whom government is primarily accountable (the citizenry), (b) those who directly represent the
citizens (legidative and oversight bodies), and (c) those who lend or who participate in the lending
process (investors and creditors). [SGAC 1]

PRIOR PERIOD ADJUSTMENTS. The adjustment, usually of beginning fund balance or net
assets, of previoudy reported financial statementsto correct errorsin those financia statements from
mathematical mistakes, mistakes in the application of accounting principles, or oversight or misuse
of factsthat existed at the time the financia statements were prepared. [APB 20]

PRIVATE-PURPOSE TRUST FUNDS. A fiduciary trust fund type used to report al trust
arrangements, other than those properly reported in pension trust funds or investment trust funds,
under which principa and income benefit individuals, private organizations, or other governments.
[SGAS 34]

PROGRAM. Group activities, operations, or organizational units directed to attaining specific
purposes or objectives.

PROGRAM LOAN. Term used in connection with cash flows reporting. A loan made and
collected as part of agovernmental program that provides adirect benefit to individual constituents.
[SGAS9, Q&A]

PROGRAM REVENUE. Term used in connection with the government-wide statement of
activities. Revenuesthat derive directly from the program itself or from parties outside the reporting

government’s taxpayers or citizenry, as a whole; they reduce the net cost of the function to be
financed from the government’ s general revenues. [SGAS 34]
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PROJECTED UNIT CREDIT ACTUARIAL COST METHOD. A method under which the
projected benefits of each individua included in an actuarial valuation are allocated by a consistent
formulato valuation years. The actuarial present value of benefits alocated to a valuation year is
called the normal cost. The actuarial present value of benefits allocated to all periods prior to a
valuation year is called the actuarial accrued liability.

PRONOUNCEMENTS OF THE FASB AND GASB. Rules that determine the principles for
external financial reporting and disclosure.

PROPERTY CLASS. The classification assigned to each parcel of property based on the use of
the property. For example, owner-occupied residential property is classified as homestead.

PROPERTY TAX. A tax levied on any kind of property.
PROPERTY TAX LEVY. The property taxesimposed by alocal unit of government.

PROPRIETARY FUNDS. Funds that focus on the determination of operating income, changesin
net assets (or cost recovery), financial position, and cash flows. There are two different types of
proprietary funds: enterprise funds and internal service funds.

PUBLIC EMPLOYEE RETIREMENT SYSTEM (PERS). A state or local governmenta entity
entrusted with administering one or more pension plans; it aso may administer other types of
employee benefit plans, including post-employment healthcare plans and deferred compensation
plans. A public employee retirement system also may be an employer that provides or participates
in apension plan or other types of employee benefit plans for employees of the system. [SGAS 25]

PUBLIC-ENTITY RISK POOL. A cooperative group of governmental entities joining together
to finance an exposure, liability, or risk. Risk may include property and liability, workers
compensation, or employee heath care. A pool may be a stand-alone entity or included as part of
alarger governmental entity that acts as the pool’ s sponsor. [SGAS 10]

PURCHASE ORDER. A document which authorizes the delivery of specified merchandise or the
rendering of certain services and the making of a charge for them.

PURCHASESMETHOD. Themethod under which inventories are recorded as expenditures when

purchased. This method is alowed only for governmental fund reporting. See aso
CONSUMPTION METHOD.
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PURE CASH CONDUIT. Term used in connection with pass-through grants. A grantor that
merely transmits grantor-supplied moneys without having administrative or direct financia
involvement in the program. [SGAS 24]

PURPOSE RESTRICTIONS. Term used in connection with government-mandated and voluntary
nonexchange transactions. Legal limitations that specify the purpose or purposes for which
resources are required to be used. [SGAS 33]

PUT OPTION. An option contract giving the buyer (owner) the right, but not the obligation, to sell
to the writer of the contract afixed number of items (such as shares of equity securities) at afixed
or determinable “strike” price on agiven date or at any time on or before agiven date. [SGAS 31]

QUALIFIED OPINION. Term used in connection with financial auditing. A modification of the
independent auditor’ s report on the fair presentation of the financial statements indicating that there
exists one or more specific exceptions to the auditor’ s general assertion that the financial statements
arefairly presented.

QUESTIONED COST. Term used in connection with Single Audits. A determination by the
independent auditor that an expenditure under a federal grant does not meet all of the grantor’s
requirements and, therefore, may be subject to refund to the grantor.

REALIZED GAINSAND LOSSES. The cumulative effect of appreciation and depreciation in the
value of investments reported at fair value at the time those investments are sold.

REAPPROPRIATION. Theinclusion of a balance from the prior year’s budget as part of the
budget of the subsequent fiscal year. Reappropriation is common for encumbrances outstanding at
the end of afiscal year that a government intends to honor in the subsequent fiscal year.

REASONABLE ASSURANCE. A term used in connection with financial auditing. The principle
that the goal of the independent audit of the financial statementsisto ensure that financial statements
are free from material misstatement. The principle of reasonable assurance rests upon the
assumption that it is not cost beneficial to attempt to ensure that financial statements are free of
immaterial misstatements.

REASONABLE ASSURANCE (IN INTERNAL CONTROL). Aninternal control, no matter

how well designed and operated, cannot guarantee that an entity’ s objectives will be met because of
inherent limitationsin all internal control systems.
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REBATABLE ARBITRAGE. A term used in connection with the reinvestment of the proceeds
of tax-exempt debt. A requirement to remit to the federal government interest revenue in excess of
interest costs when the proceeds from the sale of tax-exempt securities are reinvested in ataxable
money market instrument with a materially higher yield.

RECEIPTS. Cash recelved. Also, the source document given to the payer to vouch that a
transaction has occurred. Copies of the receipts are often used for data entry of the transaction into
the county’ s books.

RECIPROCAL INTERFUND ACTIVITY. The interfund counterpart to exchange and
exchange-like transactions. This category includes both interfund loans and interfund services
provided and used. [SGAS 34]

REFUND. Noun: The recovery of an item previously expensed or the repayment of an item
previously recorded as revenue. Such refunds should be included in revenues, expenditures, or
expenses of the current accounting period. Verb: To pay back or allow credit for an amount because
of an over-collection or because of the return of an object sold. Such charges or credits should be
made to the account where the origina transaction was recorded. Verb: To provide for the payment
of an obligation through cash or credit secured by a new obligation.

REFUNDING. Theissuance of new debt whose proceeds are used to repay previoudy issued debt.
The proceeds may be used immediately for this purpose (a current refunding), or they may be placed
with an escrow agent and invested until they are used to pay principal and interest on the old debt
at afuture time (an advance refunding). [SGAS 23]

REFUNDING BONDS. Bondsissued to retire bonds already outstanding. The refunding bonds
may be sold for cash and outstanding bonds redeemed in cash, or the refunding bonds may be
exchanged with holders of outstanding bonds. See ADVANCE REFUNDING BONDS.

REGISTER. A record for the consecutive entry of a certain class of events, documents, or
transactions, with proper notation of all the required particulars. The form of registers varies from

a one-column to a multi-columnar sheet of special design whereon the entries are distributed,
summarized, and aggregated for convenient posting to the accounts.
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REGISTERED WARRANT. A warrant which is registered by the paying officer for future
payment due to a present lack of moneys and which isto be paid in the order of its registration. In
some cases, such warrants are registered when issued; in others, when first presented to the paying
officer by the holders. See WARRANT.

REGULATED ENTERPRISES. Enterprisesfor which (a) rates for regulated services or products
are either established by, or subject to approval by an independent, third-party regulator (or the
governing board itself if it isempowered by statute or contract to establish ratesthat bind customers);
(b) the regulated rates are designed to recover the specific enterprise’ s costs of providing regulated
services or products; and (c) it is reasonable to assume that the regulated activity can set and collect
charges sufficient to recover its costs. Regulated enterprises have the option of adopting certain
specialized guidance issued by the FASB. In practice, the term “regulated enterprise” normally is
applied only to enterprises that elect this option.

REIMBURSEMENT GRANT. A grant for which a potential recipient must first incur qualifying
expenditures to be digible. Reimbursement grants are also referred to as expenditure-driven grants.

REIMBURSEMENTS. Reimbursements are transactions that reduce expenditures or expensesin
the fund that isreimbursed. These transactions include refunds of expenditures, internal prorations
of costs, and payments received for others’ share of pooled purchases.

REINSURANCE. A transaction in which an assuming enterprise (reinsurer), for a consideration
(premium), assumes al or part of arisk undertaken originaly by another insurer (ceding enterprise).
However, the legal rights of the insured are not affected by the reinsurance transaction, and the
ceding enterprise issuing the original insurance contract remains liable to the insured for payment
of policy benefits. [SGAS 10]

RELATED ORGANIZATION. Term used in connection with defining the financia reporting
entity. An organization for which a primary government is accountable because that government
appoints avoting majority of the board, but is not financially accountable. [SGAS 14]

RELATED PARTIES. Those with whom the client has a relationship which might destroy the
self-interest of one of the parties (accounting is based on measurement of arm’ s length transactions).

Related parties include affiliates of the client, principle owners, management (decision makers who
control business policy), and members of their immediate families.
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RELATED-PARTY TRANSACTION. A transaction that an informed observer might reasonably
believe reflects considerations other than economic self-interest based upon the relationship that
exists between the parties to the transaction. The term often is used in contrast to an arm’s length
transaction.

RELATIVE ORDER OF LIQUIDITY. An order for presenting assets and liabilities on the
statement of net assets based upon how readily they may be converted to cash or will require the use
of cash. [SGAS 34]

RELEVANCE. The principlethat there should be acloselogica relationship between the financia
information provided and the purpose for which it isneeded. Information isrelevant if it is capable
of making a differencein a user’s assessment of a problem, condition, or event. [SGAC 1]

RELIABILITY. The principlethat financia information should be verifiable, free from bias, and
faithfully represent what it purportsto represent. [SGAC 1]

REPORT. Noun: A written or verbal formal statement. Verb: To make, prepare, or present a
written or verbal formal statement.

REPORTABLE CONDITION. Term used in connection with financial auditing. A significant
deficiency in internal controls discovered in the course of the financial statement audit that must be
communicated by the independent auditor to the entity’ s audit committee or its equivalent.

REPORTING PACKAGE. Term used in connection with Single Audits. A package that the
independent auditor must communicate to the Federal Audit Clearinghouse that includes: (a) the
government’s financia statements, (b) the government’ s supplementary schedule of expenditures
of federal awards, (c) the auditor’ s reports, (d) a summary schedule of prior audit findings, and (e) a
corrective action plan. The reporting package must be accompanied by aspecia data collection form
that summarizes the information contained in the reporting package.

REPRESENTATION. Itemswithin aletter from management to the auditor representing that the
financia statementsarefairly presented. Theletter isaddressed to the independent auditor and dated
at the date of the auditor’s report. It is signed by members of management whom the auditor
believes are responsible for, and knowledgeabl e about, matters covered (chief executive officer and
chief financia officer).

August 2003

Minnesota County Financial Accounting & Reporting Standards




GLOSSARY (Continued) 8000

Page 67

REPURCHASE AGREEMENT. A transaction in which the governmental entity (buyer-lender)
transfers cash to a broker-dealer or financia institution (seller-borrower); the broker-dealer or
financial institution transfers securities to the governmental entity and promises to repay the cash
plusinterest in exchange for the return of the same securities. [SGAS 3]

REQUIRED SUPPLEMENTARY INFORMATION. Statements, schedules, statistical data, or
other information that the GASB has determined to be necessary to supplement, although not
required to be a part of, the basic elements. [SGAS 5]

REQUISITION. A written demand or request, usualy from one department to the purchasing
officer or to another department, for specified articles or services.

RESERVE. An account set up to indicate the segregation of surplus to meet contingent liabilities
or other segregations of surplus including, for example, reserve for encumbrances, reserve for
uncollectible taxes, and so on.

RESERVED FUND BALANCE. The portion of a governmental fund’s net assets that is not
available for appropriation.

RESOURCES. The actual assets of a county such as cash, taxes receivable, land, buildings, etc.,
plus contingent assets, such as estimated revenues, applying to the current fiscal period not accrued
or collected and bonds authorized and unissued.

RESTRICTED ASSETS. Assetswhose useis subject to constraintsthat are either: (@) externaly
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations
of other governments; or (b) imposed by law through constitutional provisions or enabling
legidlation. [SGAS 34]

RESTRICTED NET ASSETS. A component of net assets calculated by reducing the carrying
value of restricted assets by the amount of any related debt outstanding.

RETROSPECTIVELY (EXPERIENCE) RATED POLICY. Term used in connection with
public-entity risk pools. An insurance policy for which the final amount of the premium is
determined by adjusting the initial premium based on actual experience during the period of
coverage (sometimes subject to maximum and minimum limits). A retrospectively-rated policy is
designed to encourage safety by the insured and to compensate the insurer if larger-than-expected
losses areincurred. [SGAS 10]
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REVENUE. Theyield of taxes and other sources of income that the county collects and receives
into the treasury for public use. For thoserevenues which are recorded on the accrua basis, thisterm
designates additions to assets which: (@) do not increase any liability, (b) do not represent the
recovery of an expenditure, (c) do not represent the cancellation of certain liabilities without a
corresponding increase in other liabilities or a decrease in assets, and (d) do not represent
contributions of fund capital in enterprise and internal service funds. The same definition applies
to those cases where revenues are recorded on the modified accrual or cash basis, except that
additions would be partially or entirely to cash.

REVENUE AND CLAIMS DEVELOPMENT TREND DATA. Required supplementary
information mandated by the GASB for public-entity risk pools.

REVENUE ANTICIPATION NOTE. Short-term, interest-bearing note issued by a government
in anticipation of revenues to be received at a later date. The note is retired from the revenues to
which it isrelated.

REVENUE BONDS. Bondswhose principal and interest are payable exclusively from earnings of
an enterprise fund. In addition to a pledge of revenues, such bonds sometimes contain a mortgage
on the enterprise fund's property.

REVERSE REPURCHASE AGREEMENT. An agreement in which a broker-dealer or financia
institution (buyer-lender) transfers cash to a governmental entity (seller-borrower); the entity
transfers securities to the broker-dealer or financial institution and promises to repay the cash plus
interest in exchange for the same securities or for different securities. [SGAS 3]

REVOLVING FUND. (1) Aninternal service fund. (2) Animprest account which is accounted
for as an asset of afund.

RIGHTS. Assertions about rights deal with whether the entity has rightsto the asset at a given date.
For example, management asserts that amounts capitalized for leases in the balance sheet represent
the cost of the county's rights to leased property.

RISK-SHARING POOLS. One of four different types of public-entity risk pool. An arrangement
by which governments pool risks and funds and share in the cost of losses. [SGAS 10]
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SALARY-RELATED PAYMENTS. Term used in connection with compensated absences.
Payments by an employer that are directly and incrementally associated with payments made for
compensated absences on termination. Such salary-related payments include the employer’ s share
of social security and Medicare taxes and also might include, for example, the employer’s
contributions to pension plans. [SGAS 16]

SCHEDULE OF EMPLOYER CONTRIBUTIONS. Term used in connection with defined
benefit pension plans. Trend data on employers annual required contribution to a pension plan and
actual contributions.

SCHEDUL E OF FUNDING PROGRESS. Term used in connection with defined benefit pension
plans. Trend data on the relationship between the actuaria value of pension plan assets and the
related actuarial accrued liability.

SCOPE PARAGRAPH. The paragraph in the auditor’s report that explains the scope of the
engagement. The wording of the standard scope paragraph is. “We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financia statements are free of material misstatement. An audit includes examining, on atest
basis, evidence supporting the amounts and disclosuresin the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
aswell asevaluating the overal financial statement presentation. We believe that our audit provides
areasonable basis for our opinions.”

SEC2A7-LIKE POOLS. An externa investment pool that is not registered with the Securities and
Exchange Commission (SEC) as an investment company, but nevertheless has a policy that it will,
and does, operate in amanner consistent with the SEC’ s Rule 2a7 of the Investment Company Act
1940 (17 Code of Federal Regulations § 270.2a-7). Rule2a? allows SEC-registered mutual funds
to use amortized cost rather than market vaue to report net assets to compute share pricesif certain
conditions are met. Those conditions include restrictions on the types of investments held,
restrictions on the term-to-maturity of individual investments and the dollar-weighted average of the
portfolio, requirements for portfolio diversification, requirements for divestiture considerationsin
the event of security downgrades and defaults, and required actions if the market value of the
portfolio deviates from amortized cost by a specified amount. [SGAS 31]

SECURITIES. Bonds, notes, mortgages, or other forms of negotiable or non-negotiable
instruments. See INVESTMENT.
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SECURITIES LENDING TRANSACTIONS. Transactions in which governmental entities
transfer their securities to broker-dealers and other entities for collateral--which may be cash,
securities, or letters of credit--and simultaneoudly agree to return the collateral for the same securities
in the future. [SGAS 28]

SEGMENT. An identifiable activity (or grouping of activities) required to be accounted for
separately which is reported as or within an enterprise fund or another stand-alone entity for which
one or more revenue bonds or other revenue-backed debt instruments (such as certificates of
participation) are outstanding. A segment has a specific identifiable revenue stream pledged in
support of revenue bonds or other revenue-backed debt and has related expenses, gains and losses,
assets, and liabilities that can be identified. [SGAS 34]

SEGREGATION OF INCOMPATIBLE DUTIES. Term used in connection with the evaluation
of internal control. The principle that no single employee should be placed in a position that allows
that employee both to commit and conceal an irregularity in the ordinary course of the employee’s
duties.

SERIAL BONDS. Bonds whose principal is repaid in periodic installments over the life of the
issue.

SERVICE EFFORTSAND ACCOMPLISHMENTS REPORTING. Term used by the GASB
to describe the presentation of performance measures in connection with general purpose external
financial reporting.

SHARED REVENUE. Revenuewhichislevied by one governmental unit but shared, usually in
proportion to the amount collected or, by some other allocation method, with another governmental
unit or class of governmental units.

SHORT-TERM DEBT. Debt with a maturity of one year or less after the date of issuance.
Short-term debt usually includes contracts and accounts payable, bond anticipation notes, and interim
warrants.

SINGLE AUDIT. An audit performed in accordance with the Single Audit Act of 1984 (as
amended by the Single Audit Amendments of 1996) and Office of Management and Budget (OMB)
Circular A-133, Audits of Sates, Local Governments, and Non-Profit Organizations. The Single
Audit Act allows or requires governments (depending on the amount of federal assistance received)
to have one audit performed to meet the needs of all federal grantor agencies.
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SINGLE AUDIT ACT OF 1984. Federd legidation that provides for state and local government
recipients of federal financial awards to have one audit performed to meet the needs of all federal
grantor agencies. The Single Audit Act was amended in 1996.

SINGLE-PROGRAM GOVERNMENTS. Term used in connection with financial reporting. A
government that budgets, manages, and accounts for its activities as a single program.
Single-program governmentsthat use only governmental funds have the option to combinetheir fund
financial statements and their government-wide financial statements into a single, combining
presentation.

SINKING FUND. See DEBT SERVICE FUND.

SOLVENCY TEST. Term used in connection with pension plan financia reporting. Comparison
of apension plan’s present assets to the aggregate accrued liabilities classified into the following
categories: (@) liability for active member contributions on deposit, (b) liability for future benefits
to present retired lives, and (c) liability for service aready rendered by active members. In preparing
this schedule, valuation assets are arbitrarily allocated first to the liability for active member
contributions on deposit, second to the liability for future benefits to present retired lives, and third
to the liability for service aready rendered by active members, regardless of the method used for
asset allocation.

SOURCE. The classification of the origin of revenues, not necessarily the payer.

SOURCE DOCUMENT. An origina document, such as vendor invoice, receipt, or journal
voucher, from which initial entries are made in the accounting system.

SPECIAL ASSESSMENT. A compulsory levy made against certain propertiesto defray all or part
of the cost of a specific capital improvement or service deemed to benefit primarily those properties.

SPECIAL ASSESSMENT BONDS. Bonds payable from the proceeds of special assessments.
These bonds are payable only from the collections of special assessments.

SPECIAL ASSESSMENT ROLL. Theofficial list showing the amount of special assessments
levied against each property presumed to be benefitted by an improvement or service.

SPECIAL DISTRICT. An independent unit of local government organized to perform a single
governmental function or arestricted number of related functions.
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SPECIAL FUNDING SITUATIONS. Term used in connection with pensions. A situation in
which agovernmental entity islegally responsible for contributions to pension plans that cover the
employees of another governmental entity or entities. For example, a state government may be
legally responsible for the annual “employer” contributions to a pension plan that covers employees
of school districts within the state. [SGAS 27]

SPECIAL ITEMS. Significant transactions or other events within the control of management that
are either unusual in nature or infrequent in occurrence. [SGAS 34]

SPECIAL JOURNAL. A journal containing all entriesof a particular type. Examplesinclude cash
receipts journals, cash disbursement journals, purchases journals, etc. See GENERAL JOURNAL
and JOURNAL.

SPECIAL REVENUE FUND. A governmental fund type used to account for the proceeds of
specific revenue sources (other than for maor capital projects) that are legaly restricted to
expenditure for specified purposes. [NCGA Statement 1]

SPECIAL TERMINATION BENEFITS. Benefitsoffered for ashort period of time to employees
in connection with their termination of employment. Special termination benefits serve as an
inducement to take early retirement and often are used to help alleviate near-term budgetary
problems.

STANDARD COSTING. Method of estimating the historical cost of acapital asset by establishing
the average cost of obtaining the same or asimilar asset at the time of acquisition.

STATEMENT OF ACTIVITIES. The statement of operations in the government-wide financia
statements. The operations of the reporting government are presented in aformat that reports the
net (expense) revenue of itsindividual functions.

STATEMENT OF NET ASSETS. The statement of financial position in the government-wide
financial statements and the proprietary funds financial statements. Governmental funds financial
statements will report a balance sheet.

STATEMENTS. See BASIC FINANCIAL STATEMENTS.
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STATISTICAL SECTION. Thethird of three essential components of any comprehensive annual
financial report. The statistical section provides a broad range of trend data covering key financia
indicators from the past ten fiscal years (e.g., general government revenues and expenditures,
property tax collections, and debt burden). It also contains demographic and miscellaneous data
useful in assessing a government’s financial condition. The contents of the statistical section
normally fall outside the scope of the independent audit of the financial statements.

STATUTE. A written law enacted by a duly organized and constituted legidative body.

STREET OR NOMINEE NAME. Securities that are issued in or endorsed to the name of a
securities depository, broker-dealer, or other financial services company, on behalf of the true
beneficial owners of the securities. [SGAS 3, Q& A]

STRIKE PRICE. A fixed or determinable price on agiven date or at any time on or before agiven
date at which the buyer (owner) may purchase from (call option) or sell to (put option) the seller
(writer) of an option contract a fixed number of items (such as shares of equity securities).
[SGAS 31]

STRUCTURED SETTLEMENT. Term used in connection with risk financing. A means of
satisfying a claim liability, consisting of an initial cash payment to meet specific present financia
needs combined with a stream of future payments designed to meet future financial needs, generally
funded by annuity contracts. [SGAS 10]

SUBOBJECT. A subdivision within an expenditure object classification (e.g., regular employees
is a possible subobject classification within the personal services--salaries and wages expenditure
object classification).

SUBRECIPIENT. An entity that isa secondary or ultimate recipient of federal (grantor) financial
assistance. These federa funds are distributed, under contract, by a state or local government
(grantee) to the secondary recipient and are used by it in order to carry out federal assistance
programs. (These funds are not to be confused with pass-through resources received as an agency
that are forwarded to a provider of services) See PASSTHROUGH GRANTS and
PASS-THROUGH RESOURCES.
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SUBSEQUENT EVENTS. Eventsthat affect the client and occur between the balance sheet date
and issuance of the audit report. Some such events provide additional evidence about conditions that
existed at the balance sheet date, such as the bankruptcy of a customer with a history of financia
difficulty. Thefinancial statements are adjusted to reflect thisevidence. Evidence about conditions
that did not exist at the balance sheet date, such as fire that destroyed a county building after the
balance sheet date, may be so significant as to require disclosure.

SUBSIDIARY ACCOUNT. One of agroup of related accounts supporting in detail the debit and
credit summaries recorded in acontrol account (e.g., theindividual property taxpayers accounts for
the taxes receivable control account in the general ledger). See CONTROL ACCOUNT.

SUBSIDIARY LEDGER. A group of subsidiary accounts, the sum of the balances of which should
equal the balance of the related control account. See GENERAL LEDGER and SUBSIDIARY
ACCOUNT.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (SSAP). Thefirst of the notesto
the financia statements or a separate section immediately preceding the notes to the financia
statements. The basic authoritative guidance governing the contents of the SSAP is provided in
Accounting Principles Board (APB) Opinion No. 22, Disclosure of Sgnificant Accounting Policies.

SUPPLEMENTARY INFORMATION. Financia information presented together with basic
financial statements that is not included within the scope of the audit of those statements. When the
presentation of certain supplementary information is mandated by the GASB, it is referred to as
required supplementary information.

SUPPORTING SCHEDULES. Financial presentations that: (1) demonstrate compliance with
finance-related legal and contractual provisions; (2) present information spread throughout the basic
financial statements that can be brought together and shown in greater detail (e.g., schedule of taxes
receivable); (3) present greater detail for information reported in the basic financial statements
(e.g., detail of revenues and expenditures by element and object); and (4) present information not
disclosed in GAAP basic financial statements.

SURETY BOND. A written promise to pay damages or to indemnify against losses caused by the

party or parties named in the document through non-performance or through defacation; for
example, a surety bond given by a contractor or by an official handling cash or securities.
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SURPLUS. The excess of the assets of a fund over its liabilities or, if the fund also has other
resources and obligations, the excess of resources over obligations. The term should not be used
without a properly descriptive adjective unless its meaning is apparent from the context. See also
FUND BALANCE and NET ASSETS.

SUSCEPTIBLE TO ACCRUAL. Term used in connection with the application of the modified
accrual basis of accounting. Revenues that are collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. [NCGA Statement 1]

SUSPENSE ACCOUNT. An account which carries charges or credits temporarily pending the
determination of the proper account or accounts to which they are to be posted.

SYSTEM DEVELOPMENT FEES. Feescharged to join or to extend an existing utility system.
Also referred to as tap fees or connection fees.

TAKE-OUT AGREEMENT. Term used in connection with demand bonds. An arrangement with
a financial ingtitution to convert demand bonds to an installment loan payable over a specified
period, sometimes as long asten years or more. A take-out agreement is used to provide long-term
financing in the event the remarketing agent is unable to resell demand bonds within a specified
period (usually three to six months) subsequent to the exercise of the “demand” feature by
bondholders. [IGAS 1]

TAP FEES. Feescharged tojoin or to extend an existing utility system. Also referred to as system
development fees or connection fees.

TAX ANTICIPATION NOTE. Short-term, interest-bearing note issued by a government in
anticipation of tax revenues to be received at alater date. The noteisretired from the tax revenues
towhich it isrelated.

TAX CAPACITY. Thevauation of property based on market value and statutory classrates. The
property tax for each parcel is based on itstax capacity.

TAX INCREMENT FINANCING. Financing secured by the anticipated incremental increase in
tax revenues, resulting from the redevelopment of an area.
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TAX LIENS. Claims which governmental units have upon properties until taxes levied against
them have been paid. Note: The term is sometimes limited to those delinquent taxes for the
collection of which legal action has been taken through the filing of liens.

TAX LIMIT. The maximum rate or amount of general property tax which alocal government may
levy.

TAX RATE. Theamount of tax stated in terms of aunit of the tax base; for example, 25 mills per
dollar of assessed valuation.

TAX ROLL. Theofficid list showing the amount of taxeslevied against each taxpayer or property.

TAXES. Compulsory charges levied by a government for the purpose of financing services
performed for the common benefit. This term does not include specific charges made against
particular persons or property for current or permanent benefits such as specia assessments. Neither
does the term include charges for services rendered only to those who pay, for example, sewer
service charges.

TAXESRECEIVABLE. The uncollected portion of taxes which a county has levied.

TECHNICAL AGENDA. Term used in connection with the operation of the GASB. A list of
research projects formally undertaken by the GASB as part of its development of authoritative
standards of accounting and financia reporting.

TECHNICAL BULLETIN. A document issued by the staff of the GASB to provide guidance for
applying GASB statements and interpretations and resol ving accounting issues not directly addressed
by them. [TB 84-1]

TEMPORARY ACCOUNTS. Accountsthat closeto net assets at the end of an accounting period
(e.g., revenues and expenses).

TEN PERCENT CRITERION. The first of two tests used to determine whether a given
governmental fund or enterprise fund must be reported as a major fund in the basic financia
statements. For governmental funds, thistest is applied to the total assets, liabilities, revenues, and
expenditures of all governmental funds. For enterprise funds, thistest is applied to the total assets,
liabilities, revenues, and expenses of all enterprise funds. The test need be met for only one of these
four items. Seealso FIVE PERCENT CRITERION.
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TERMINATION PAYMENTSMETHOD. A method of calculating the liability for earned sick
leave for which it is probable that the benefits will result in termination payments. Under this
method, the amount of the liability is estimated based on a governmental entity’ s past experience of
making termination payments for sick leave, adjusted for the effect of changes in its termination
policy and other factors. [SGAS 16]

TIMELINESS. The principle that financial statements must be issued soon enough after the
reported eventsto affect decisions. [SGAC 1]

TIMING DIFFERENCES. Differences between the budgetary basis of accounting and GAAP that
occur when the period used for budgeting differs from the period used for GAAP reporting (e.g., a
special revenue fund that uses grant year budget rather than afiscal year budget).

TOTAL TAX CAPACITY. Theamount computed by first totaling the tax capacities of al parcels
of property within alocal taxing district. Adjustments for fiscal disparities, tax increment, and a
portion of the powerline value are made to this total since not all tax capacity is available for genera
tax purposes.

TRADE DISCOUNT. An dlowance, usudly varying in percentage with the volume of
transactions, made to those engaged in certain businesses and allowable without respect to the time
when the account is paid. These discounts are commonly considered a reduction of the sales or
purchase price and not earnings. Theterm is not to be confused with CASH DISCOUNT.

TRANSFERS. See INTERFUND ACTIVITY and INTERFUND TRANSFERS.

TRIAL BALANCE. A list of the balances of the accountsin aledger kept by double entry with the
debit and credit balances shown in separate columns. If the totals of the debit and credit columns
are equal or their net balance agrees with a control account, the ledger from which the figures are
taken is said to be “in balance.”

TRI-PARTY ARRANGEMENTS. Term used in connection with repurchase agreements. An
arrangement in which the custodian serves as agent both of the buyer-lender and of the
seller-borrower by agreeing, in the event of default by one, to protect the interests of the other. The
custodian holds the securities underlying the agreement in the names of both repurchase agreement
parties (the buyer-lender as pledgee and the seller-borrower as owner). [SGAS 3, Q& A]
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TRUST AND AGENCY FUND. See AGENCY FUND and TRUST FUND.

TRUST FUND. A fund consisting of resources received and held by the governmental unit as
trustee to be expended or invested in accordance with the conditions of the trust.

TYPE A PROGRAM. Term used in connection with the determination of major programs for
purposes of Single Audits. Type A programs are defined on the basis of the relationship between
program expenditures and total federal awards expended.

TYPE B PROGRAM. Term used in connection with the determination of major programs for
purposes of Single Audits. A Type B program is any program with insufficient program
expenditures to qualify asaType A program.

UNALLOCATED CLAIM ADJUSTMENT EXPENSES. Term used in connection with risk
financing. Costs that cannot be associated with specific claims but are related to claims paid or in
the process of settlement, such as salaries and other internal costs of the pool’ s claims department.
[SGAS 10]

UNALLOCATED DEPRECIATION. Term used in connection with the government-wide
statement of activities. Depreciation not properly reported as a direct expense of a functional

category.

UNCOMMITTED BALANCE OF APPROPRIATIONS. The portion of an appropriation
remaining after the deduction of expenditures and encumbrances.

UNDERSTANDABILITY. The principle that information in financial reports should be expressed
assimply aspossible. [SGAC 1]

UNDESIGNATED, UNRESERVED FUND BALANCE. Available expendable financia
resources in agovernmental fund that are not the object of tentative management plans.

UNDIVIDED INTEREST. Anarrangement (also known asajoint operation) that resemblesajoint
venture but no entity or organization is created by the participants. An undivided interest is an
ownership arrangement in which two or more parties own property in which titleisheld individually
to the extent of each party’sinterest. Implied in that definition is that each participant isalso liable
for specific, identifiable obligations (if any) of the operation. Because an undivided interest is not
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alegal entity, borrowing to finance its operations often is done individualy by each participant. An
additiona consequence of the absence of aformal organizational structure isthat thereis no entity
with assets, liabilities, expenditures/expenses, and revenues--and thus, equity--to allocate to
participants. [SGAS 14]

UNEARNED REVENUE. A type of deferred revenue account used in connection with resources
that have not yet been earned.

UNENCUMBERED BALANCE. That portion of an appropriation not yet expended or
encumbered; the balance remaining after deducting from the appropriation the accumulated
expenditures and outstanding encumbrances.

UNEXPENDED BALANCE. That portion of an appropriation which has not been expended; the
balance remaining after deducting from the appropriation and the accumulated expenditures.

UNFUNDED ACTUARIAL ACCRUED LIABILITY. The excess of the actuarial accrued
liability over the actuarial value of assets. This value may be negative, in which case it may be
expressed as a negative unfunded actuarial accrued liability, the excess of the actuarial value of
assets over the actuarial accrued liability, or the funding excess.

UNQUALIFIED OPINION. An opinion rendered without reservation by the independent auditor
that financial statements are fairly presented.

UNREALIZED GAINS AND LOSSES. Term used in connection with the valuation of
investments. Cumulative change in the market value of investments prior to their disposition.

UNREALIZED REVENUES. Term used in connection with budgeting. The difference between
estimated revenues and actual revenues.

UNRESTRICTED NET ASSETS. That portion of net assets that is neither restricted nor invested
in capital assets (net of related debt).

VALUATION. An assertion made by management that each asset and liability is recorded at an
appropriate carrying value.
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VESTING METHOD. A method of calculating the liability for earned sick leave for whichiitis
probabl e that the benefitswill result in termination payments. Under this method, the amount of the
liability is estimated based on the sick leave accumulated at the date of the statement of position for
those employees who currently are eligible to receive termination payments as well as other
employees who are expected to become eligible in the future to receive such payments. In
calculating the liability, these accumulations are reduced to the maximum amount allowed as a
termination payment. Accruals for those employees who are expected to become eligible in the
future are based on assumptions concerning the probability that individual employees or classes or
groups of employees will become eligible to receive termination payments. [SGAS 16]

VOLUNTARY NONEXCHANGE TRANSACTIONS. Transactionsthat result from legislative
or contractual agreements, other than exchanges, entered into willingly by the parties to the
agreement (e.g., certain grants and private donations). [SGAS 33]

VOTING MAJORITY. Term used in connection with defining the financial reporting entity. A
situation in which the number of the primary government’ s appointees to a component unit’s board
is sufficient to control decisions of the component unit. [SGAS 14, Q& A]

VOUCHER. A written document which evidences the propriety of transactions and usually
indicates the accounts in which they are to be recorded.

VOUCHER SYSTEM. A system which calls for the preparation of vouchers for transactions
involving payments and for the recording of such vouchersin aspecia book of original entry, known
as avoucher register, in the order in which payment is approved.

VULNERABILITY ASSESSMENT. Term used in connection with evauations of interna
controls. The risk-based systematic prioritization of internal control evaluations.

WARRANT. An order drawn by the legidative body or an officer of a government upon its
treasurer directing the latter to pay a specified amount to the person named or to the bearer. It may
be payable upon demand, in which case it usually circulates the same as a bank check; or it may be
payable only out of certain revenues when and if received, in which case it does not circulate as
freely.

WASTING ASSETS. Mines, timberlands, quarries, oil fields, and similar assets, which diminish
in value by the removal of their contents.

August 2003

Minnesota County Financial Accounting & Reporting Standards




GLOSSARY (Continued) 8000

Page 81

WIDELY RECOGNIZED AND PREVALENT PRACTICE. Term used in connection with the
hierarchy of GAAP for state and local governments established by SAS No. 69, The Meaning of
“ Present Fairly in Conformity with Generally Accepted Accounting Principles’ in the Independent
Auditor’s Report. The principle that accounting and financial reporting practice should itself serve
as asource of GAAP in the absence of higher level guidance.

YELLOW BOOK. Term used in connection with public-sector auditing. A non-technical term
commonly used to describe the General Accounting Office’s publication Government Auditing
Sandards.

YIELD MAINTENANCE REPURCHASE-REVERSE REPURCHASE AGREEMENT. A

repurchase agreement or a reverse repurchase agreement where the parties agree that the securities
returned will provide the seller-borrower with ayield as specified in the agreement. [SGAS 3]
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ACSEC--Accounting Standards Executive Committee of the AICPA
AG--Attorney Genera, Office of

AGA--Association of Governmental Accountants

AICPA--American Institute of Certified Public Accountants

AJE--Adjusting or Accounting Journa Entry

AMC--Association of Minnesota Counties

AMSSA--Association of Minnesota Social Services Accountants
APB--Accounting Principles Board

APC--Annual Pension Cost

ARB--Accounting Research Bulletin of the Committee on Accounting Procedure
ARC--Annual Required Contribution

ASB--Auditing Standards Board

ASCII--American Standard Code for Information Interchange
ASLG--AICPA’s Audit and Accounting Guide, Audits of Sate and Local Governments
AT sec.--Attestation Standards Section of the AICPA’s Professional Standards
ATB--Accountant’s Trial Balance

AU sec.--Auditing Standards Section of the AICPA’s Professional Standards
BAN--Bond Anticipation Note

BMS--Minnesota Bureau of Mediation Services

BTA--Business Type Activity

CAFR--Comprehensive Annual Financial Report

CD--Certificate of Deposit or Contract for Deed

CFDA--Catalog of Federal Domestic Assistance

CFL--Minnesota Department of Children, Families and Learning (now Education)
CFR--Code of Federal Regulations

COFARS--County Financial Accounting and Reporting Standards
COI--Conflict of Interest

COLA--Cost of Living Adjustment

COMAP--County Manual Accounting Procedures

CPI--Consumer Price Index

CPU--Central Processing Unit

DES--Data Encryption Standard

DHS--Minnesota Department of Human Services

DM--Discussion Memorandum

DNR--Minnesota Department of Natural Resources

DOE--U.S. Department of Energy

DOI--U.S. Department of the Interior
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DOJ--U.S. Department of Justice

DOL--U.S. Department of Labor

DOLI--Minnesota Department of Labor and Industry
DOT--U.S. Department of Transportation

DPS--Minnesota Department of Public Safety
DTED--Minnesota Department of Trade and Economic Development
ED--Exposure Draft

EDA--Economic Development Authority

EDI--Electronic Data Interchange

EDP--Electronic Data Processing

EEOC--Equa Employment Opportunity Commission
EFT--Electronic Funds Transfer

EFTS--Electronic Funds Transfer System

EITF--Emerging Issues Task Force

ELF--Extremely Low Frequency

EPA--Environmental Protection Agency

ET sec.--Ethics Standards Section of the AICPA’s Professional Standards
FAA--U.S. Federal Aviation Administration

FAF--Financial Accounting Foundation

FAS--Financia Accounting Standards

FASB--Financial Accounting Standards Board
FASBI--Financial Accounting Standards Board Interpretations
FASBS--Statements of the Financial Accounting Standards Board
FDIC--Federal Deposit Insurance Corporation

FDS--HUD’ s Financial Data Schedule

Fed--Federa Reserve System-Board of Governors
FEMA--Federa Emergency Management Agency
FHWA--Federal Highway Administration

FICA--Federa Insurance Contributions Act

FIFO--First-In, First-Out

FLRA--Federal Labor Relations Authority

FLSA--Fair Labor Standards Act

FMLA--Family and Medical Leave Act

FMV--Fair Market Vaue

FNMA--Federal National Mortgage Association

FNS--Food and Nutrition Service

FOB--Freight on Board

FOIA--Freedom of Information Act
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FR--Federa Register

FRS--Federa Reserve System

FS--Financial Statement

FTA--Federal Transit Administration

FUTA--Federal Unemployment Tax Act

FWS--Fish and Wildlife Service

FY--Fiscal Year

GAAFR--Governmental Accounting, Auditing, and Financial Reporting
GAAP--Generally Accepted Accounting Principles

GAAS--Generadly Accepted Auditing Standards

GAGAS--Generally Accepted Governmental Auditing Standards
GAO--U.S. General Accounting Office

GASB--Governmental Accounting Standards Board
GASB-COD--Governmental Accounting Standards Board Codification
GASB Q& A--Implementation Guides of the GASB Staff
GASBT--Governmental Accounting Standards Board Technical Bulletions
GFOA--Government Finance Officers Association

GIC--Guaranteed Investment Contract

GIS--Geographic Information System

GL--Genera Ledger

GNMA--Government National Mortgage Association

GPS--Global Positioning System

GWEFS--Government-Wide Financial Statements

HACA--Homestead and Agricultural Credit Aid

HHS--U.S. Department of Health and Human Services
HRA--Housing and Redevel opment Authority

HUD--U.S. Department of Housing and Urban Devel opment
IBNR--Incurred But Not Reported (claims)

ICMA--International City/County Management Association
|CQ--Internal Control Questionnaire

IFS--Integrated Financial System

| G--Ingspector General

IGAS--Interpretation of Governmental Accounting Standards
INS--Immigration and Naturalization Services (Department of Justice)
IRC--Internal Revenue Code

IRS--Internal Revenue Service

IT--Information Technology

JE--Journal Entry
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JPA--Joint Powers Agreement

LCM--Lower of Cost or Market

LGA--Loca Government Aid

LIFO--Last-In, First-Out

LPHA--Local Public Health Association of Minnesota

MAAO--Minnesota Association of Assessing Officers

MACA--Minnesota Association of County Administrators
MACCAC--Minnesota Association of Community Correction Act Counties
MACLC--Minnesota Association of County Land Commissioners
MACM--Minnesota Association of Court Management
MACMHP--Minnesota Association of County Mental Health Programs
MACO--Minnesota Association of County Officers

MA CPO--Minnesota Association of County Probation Officers
MACPZA--Minnesota Association of County Planning and Zoning Administrators
MACS--Minnesota Association of County Surveyors
MACSSA--Minnesota Association of County Socia Services Administrators
MACV SO--Minnesota Association of County Veteran Services Officers
MAPCED--Minnesota Association of Professional County Economic Developers
MAT--Minnesota Association of Townships

MAWD--Minnesota Association of Watershed Districts
MCAA--Minnesota County Attorney’s Association

M CEA--Minnesota County Engineer’s Association

MCHAA--Minnesota County Highway Accountants Association
MCIT--Minnesota Counties Insurance Trust

MDA --Minnesota Department of Agriculture

MD& A--Management’ s Discussion and Analysis

MDH--Minnesota Department of Health

MFBA--Measurement Focus and Basis of Accounting

MHFA--Minnesota Housing Finance Agency

MICA--Metropolitan Inter-County Association

MIS--Management Information System

MNCRA--Minnesota County Recorders Association

MNDOT--Minnesota Department of Transportation

MOEA--Minnesota Office of Environmental Assistance
MRBJPB--Minnesota River Basin Joint Powers Board

MSSA--Minnesota Socia Services Association

M SSA--Minnesota State Sheriff’s Association

MSWAA--Minnesota Solid Waste Administrator’ s Association
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MV C--Market Vaue Credit

MWSA --Minnesota Workforce Service Areas

NA--Not Applicable

NACo--National Association of Counties

NASD--National Association of Securities Dealers
NCGA--Nationa Council on Governmenta Accounting
NHTSA--National Highway Traffic Safety Administration
NLRB--National Labor Relations Board

NPO--Net Pension Obligation

NPV--Net Present Value

NRM SIR--Nationally Recognized Municipal Securities Information Repository
NSF--Not Sufficient Funds

NTSB--National Transportation Safety Board

O/A--On or About

OCBOA--Comprehensive Basis of Accounting Other than GAAP
OCR--Optical Character Recognition

OIG--Office of Inspector General

OMB--U.S. Office of Management and Budget
OPEB--Other Post-Employment Benefits

OSA--Office of the State Auditor

OSHA--Occupationa Safety and Health Administration
PCA--Minnesota Pollution Control Agency
PCIE--President’ s Council on Integrity and Efficiency Single Audit Committee
PERA --Public Employees Retirement A ssociation
PERS--Public Employees Retirement System

PHA--Public Housing Authority

PHS--Public Health Service

PILOT--Payment in Lieu of Taxes

PL--Public Law

PO--Purchase Order

PV--Present Value

QC--Quiality Control

RAM--Random Access Memory

R& D--Research and Devel opment

RFI--Request for Information

RFP--Request for Proposals

RICO--Racketeer Influenced and Corrupt Organizations Act
ROI--Return on Investment
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ROM--Read-Only Memory

ROW--Right of Way

RSI--Required supplementary information
RTC--Resolution Trust Corporation

RV--Residual Value

SAS--Statement on Auditing Standards

SBA--Small Business Administration

SEC--Securities and Exchange Commission
SFAC--Statements of Financial Accounting Concepts
SFAS--Statements of Financial Accounting Standards
SGAC--Statement of Governmental Accounting Concepts
SGAS--Statement of Governmental Accounting Standards
Sl--Supplementary Information (other than required supplementary information)
SID--State Information Depository

SOP--Statement of Position by Committees of the AICPA
SSA--Socia Security Administration

SSAE--Statement on Standards for Attestation Engagements
SSCS--Statement on Standards for Consulting Services
SWCD--Soil and Water Conservation District
SYD--Sum-of-the-Y ears -Digits

TAN--Tax Anticipation Note

TB--Technical Bulletins of the GASB

TB--Trial Balance

TIF--Tax Increment Financing

TIN--Tax Identification Number

UCC--Uniform Commercial Code

UFRS--HUD’ s Uniform Financial Reporting Standards
U.S.C.--United States Code

USDA--U.S. Department of Agriculture

VA--Department of Veterans Affairs

WAN--Wide Area Network

WIC--Women, Infants and Children, Special Supplemental Food Program for
WIP--Work-In-Process

YTD--Year-To-Date
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