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There are two ways to navigate the electronic budget documentation, which can be found at
http://www.Crowwing.us

BOOKMARKS

On the left side of the screen you should see the following bookmark icon E Click on the
icon and you will see a bookmark for the highlights in the budget documentation.

LINKS

Pages 2 — 5 of the electronic budget documentation is a Table of Contents. If you hover over
the Section Description that you would like to view, a hand tool will appear, a left click of the
mouse will take you to that page.

TABLE OF CONTENTS BUTTON

On the bottom left side of all pages in the electronic document, you will see a button labeled “Table
of Contents”. Left click on this button to navigate to the table of contents.
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CROW WING COUNTY COMMISSIONERS

District 1 Paul Koering
County Road 121
Fort Ripley, MN 56449
Phone: (218) 829-0544
e-mail: Paul.Koering@crowwing.us

District 2 Paul M. Thiede
33205 South Upper Hay Drive
Pequot Lakes, MN 56472
Phone: (218) 568-5774
e-mail: Paul.Thiede@crowwing.us

District 3 Rachel Reabe Nystrom
13064 Timberlane Drive
Baxter, MN 56425
Phone: (218) 829-1721
e-mail: Rachel.Nystrom@crowwing.us

District 4 Rosemary Franzen
14732 Inglewood Drive
Baxter, MN 56425
Phone: (218) 829-8021
e-mail: Rosemary.Franzen@crowwing.us

District 5 Doug Houge
P.O. Box 367
Ironton, MN 56455
Phone: (218) 546-2794
e-mail: Doug.Houge@crowwing.us
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[1The Geographic Information System (GIS) Data to which

this notice is attached are made available pursuant to the
Minnesota Government Data Practices Act (Minnesota Statutes
Chapter 13). THE GIS DATAARE PROVIDED TO YOU AS IS
AND WITHOUT ANY WARRANTY AS TO THEIR
PERFORMANCE, MERCHANTABILITY, OR FITNESS FOR ANY
PARTICULAR PURPOSE. The GIS Data were developed by the
LCC - GIS Office for its own internal business purposes. The LCC -
GIS Office does not represent or warrant that the GIS Data or the
data documentation are error-free, complete, current, or accurate.
You are responsible for any consequences resulting from your use
of the GIS Data or your reliance on the GIS Data. You should
consult the data documentation for this particular GIS Data to
determine the limitations of the GIS Data and the precision with
which the GIS Data may depict distance, direction, location, or
other geographic features. If you transmit or provide the GIS Data
(or any portion of it) to another user, the GIS Data must include a
copy of this disclaimer.
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CROWWING

COUNTY

MINNESOTA

County Administrator

TO: County Board
FROM: Tim Houle
DATE: February 14, 2014

SUBJECT: 2014 Budget Highlights

[ am pleased to present you the 2014 budget for Crow Wing County. This document
includes recent accomplishments reflecting the hard work and dedication applied by you in
providing leadership for the strategic direction of the County as well as by the countless
staff in applying your vision in day to day decisions. In addition, this document also
contains strategic priorities for 2014 that have been called out in the budget process, both
for operations and for capital planning.

[ am pleased to say that the levy for 2014 will be decreasing by .22%, which is the fourth
straight year that the County’s levy will have declined. Simply put, there is no record prior
to this four-year stretch of the County’s levy ever having declined for one year, let alone
multiple years in a row. This unprecedented trend continues to reflect your wishes for
budgets and levy that have a maximum amount of respect for the funding source on which
we depend: the public. We try to ever keep in mind that we are not spending our money,
but theirs.

Looking at the trend in taxation compared to other similarly sized counties in Minnesota
over that same period, [ would suggest looking to our county counterparts in the Minnesota
Inter-County Association as a reasonable comparison group of suburban and regional
center counties. Cumulative levy change percentage results for them are as follows:
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Our Vision: Being Minnesota’s favorite place.
Our Mission: Serve well. Deliver value. Drive results.
Our Values: Be responsible. Treat people right. Build a better future.
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As the chart clearly shows, Crow Wing County favorably compares.

In addition, looked at over a longer trend, Crow Wing County’s levy over the past seven
years has increased by a total of 4.5%, from $33,169,882 in 2007 to $34,660,859 in 2014.
This equates to an increase of less that 1% per year for this seven year period. Our efforts
to be good stewards of the public’s resources have been on-going, consistent, and
impactful.

The budget approved for 2014 reflects that continuing prudent stewardship and reflects
key priorities, including:

Delivering high-quality public services in a cost-effective manner.

Continuing the movement toward a results-focused, data driven strategies and
decisions to improve organizational outcomes while driving greater value in cost.

Maintains the strong fiscal health of the County, controls costs, limits wage inflation,
limits growth in staffing, and uses prudent capital planning processes for long-term

needs.

Promotes a strong, healthy, and vibrant Lakes Area now and into the future.

Key 2013 Accomplishments:

Financial:

Unprecedented fourth straight year levy reduction proposed. Final
adopted levy at -.22% for 2014. Improved process for vetting
Appropriations and staffing for smoother end-of-year process.

Crow Wing County 2013 revenue budget came in at 99.8% of budget;
expense budget came in at 99.0% of budget. Crow Wing County 2013
budget performance reflected a positive variance and fund balance
growth of $427,832.

Refinanced county bonded debt portfolio paying down principal with
available reserves, accelerating repayment through dedicating existing
resources from other areas, with present value savings in excess of $5
million. County will be effectively free of bonded indebtedness by 2020,
supporting our interest in moving to a pay-as-you-go financing approach
for capital projects.

Performance Culture:

Successful launch of performance management system into all
departments, including elected officials. Performance appraisals being
completed and calibrated for all county employees. 2014 performance
targets developed for all county employees. Performance targets include
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measurable key performance indicators, soft skill competencies, and,
where appropriate, project assignments.

Organizational Improvement:
¢ Implementation of a new watershed-based Water Plan that has
subsequently been recognized by the Minnesota Board of Water and Soil
Resources as a new best-practices approach to watershed planning that
will best identify risks to and protections for our water resources and
coordinate efforts thereto by collaborating inter-agency efforts.

e Successfully implemented the deployment of a new 800 MHz public
safety radio project for all law enforcement, fire departments, and
emergency responders throughout the county, including deploying over
900 portable and mobile radios. The project was delivered on-time and
with actual expenses over $1 million less than originally anticipated.

e New Community Services Director hired. Continue aggressive
implementation of Community Services Assessment. Reduced operating
expenses for 2014 Community Services by an additional $500,000.

e The organization produced 148 press releases in 2013. 2014 Project
plans require a minimum of 12 of those to be multi-media releases.
[ssued first-ever People’s Report, which was positively received.

e Comprehensive updates to Personnel Policies completed and creation of
11 model Financial Policies to aid Board in managing organization to
desired standards.

e New IT Director hired. Technology Committee review process
resurrected.

Employee Relations:

e Leading employees, especially in Community Services, through culture
change on a significant scale, while never compromising on the vision of
the County Board. Assuaging employee concerns with a high-
involvement strategy that maps out improved processes with their
assistance, which should result, longer term, in rebounding satisfaction
scores.

Key Demographics Summary and Trends:

Crow Wing County continues to experience relatively strong population growth,
increasing by over 13% from 2000-2010. Minnesota State Demographer’s
estimates the 2012 population, the latest for which figures are currently
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available, at 62,882, which is a little over a half of one percentage increase since
the 2010 census.

Data continues to show that Crow Wing County’s average age distribution is
older than the state average, but younger than many parts of Greater Minnesota.
Educational attainment follows that same pattern.

As a regional center county, Crow Wing County continues to experience a
healthy and diverse economy. Those portions of our economy that were based
on tourism and construction suffered significantly through the Great Recession,
though both appear to be rebounding at present, though not as robustly as we
might like.

Unemployment in Crow Wing County declined in 2012 to 7.4%, which is still
1.8% higher than the state average, but lower than many parts of Greater
Minnesota. There has been a widely reported congregation of unemployment
within the City of Brainerd, but it is important to note that the State does not
track unemployment for the immediately adjacent City of Baxter. If it did,
common conjecture is that the unemployment rate within this combined urban
multiplex would be much more modest reflecting a congregation of
unemployment as opposed to widespread unemployment. Even with the
congregation of unemployment within the City of Brainerd, most of the largest
employers, both public and private, are still found within the City of Brainerd.

Continuing the pattern, per capita income in Crow Wing County was below the
state average, but above some parts of Greater Minnesota. Crow Wing County
historically has ranked low among Minnesota counties in per capita personal
income ranking 72nd among the state’s 87 counties. This can be deceptive,
however, as the number of seasonal residents and tourists who spend significant
amounts of time in Crow Wing County, who often have much higher rates of per
capita income may not be included in these numbers if they do not claim Crow
Wing County as their primary place of residence.

Outstanding debt for Crow Wing County at the end of 2012 stood at $603 per
capita and is steadily declining as we pay off more and more of the debt
associated with the major building projects in the early 2000s. Our debt is
currently rated as AA from Standard and Poor’s. This rating is more heavily
impacted by the conditions of our local economy than it is by any deficiencies in
our management practices and so would be very difficult to impact positively in
the future. To the extent that we continue to successfully transition to a pay-as-
you-go financing approach for capital projects, our bond rating would be a moot
point as we wouldn’t be issuing debt. This may provide additional support for
this strategic move.

2014 Strategic Priorities:

e Expand the array of e-commerce alternatives to delivery higher-quality
on-line services and expand the array of services available 24 /7/365.

10
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Develop plans that position the county to deal with impending labor
shortage issues associated with the on-going retirement of the Baby
Boom generation. Among those strategies, continue to leverage
technology investments that can provide superior quality results from
processes and reduce the labor investment necessary to support them.

Continue to advance the development of our high-performance culture
initiative, including continuing refinement and calibration of our annual
performance management and feedback processes and procedures. This
will include continued calibration of performance ratings between and
among supervisors and managers as well as continued refinement of
performance goals and targets. The primary goal is to further define and
support an outcomes-based approach to defining and measuring
performance against clearly articulated goals that are strategically
aligned with the organization’s vision, mission, values, and County Board
goals for every employee within the organization.

Continue the implementation of the Community Services assessment with
four primary goals in mind: 1. Create and sustain a combined intake and
assessment process for customers coming through our doors to better
understand holistically what their needs are, better connect them with
community resources, and better manage our understanding of the
systems within which they are clients from the moment they walk in the
door. 2. For those customers who have multiple touch points within
Community Services, better coordinate the delivery of services to
minimize over-lap, duplication of services, or lack of coordination in the
delivery of those services in order to facilitate our clients achieving
maximum independence as quickly as possible. 3. Focus more efforts
within Community Services on family preservation by identifying families
who are at greater risk of entering into the child protection system and
facilitating the delivery of intervention services that build a more stable
and healthy family before a crisis erupts. 4. Accelerate efforts to
automate and go paperless with existing processes, integrate data
systems, and mine existing systems for client data to better integrate data
that helps inform our judgments about opportunities for better
coordination of service delivery across the agency.

Produce a second volume of the People’s Report communicating not on
what we have done, but rather what our customers have done to make
this community a better place to live, work, and play and with whom we
have had the privilege of interacting.

Continue the advance of a pay-for-performance compensation system
through on-going discussions with our collective bargaining partners. The

11
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goals is to create, through our partnership with employees, a high-
credibility compensation system, based on a high-credibility performance
management system, that rewards employees who are advancing the
County’s mission in proportion to their relative contribution to doing so.

e Begin the first-year implementation of the Technology Strategic Plan,
provide oversight to that implementation, and develop and implement a
technology prioritization process that reviews technology alternatives to
determine best-value procurement choices.

¢ Implement annual rewards and recognition program to highlight
exemplary service from county employees.

e Begin implementation of Next-Gen 911 into our Dispatch function that
will allow for texting, video transmission, and other types of mobile
phone communications directly into our 911 Dispatch Center to better
and more safely deploy emergency responders to scenes with as much
information about the circumstances to which they are being deployed as
possible.

e Integrate and automate our HR, Financial, Receipting, and Payroll
systems through the implementation of an ERP solution to manage
processes in these areas more efficiently and effectively.

e Complete a Comprehensive Land Use and Transportation Plans for the
First Assessment District—Unorganized Territory in order to better
guide service level decisions and zoning issues that arise within that
service area.

Summary:

Overall, Crow Wing County continues to produce superior results, both in terms of service
quality as well as financial deliverables. We have an established record of continuing to
deliver high-quality services through the Great Recession while continuing to drive our
cost structure downward. Notably, during each year since and through the Great
Recession, while our financial plan—our levy and budget—called for tighter resources to
be made available, we continued to out-perform those plans each year, contributing fund
balance growth to the County’s reserves.

The demographic changes associated with the continued exit of the Baby Boom generation
from the workplace with the smaller generations replacing them is the single greatest
threat to our stability over the long term. Prudent planning and execution will continue to
be necessary to weather this sustained challenge in the coming years. The County’s
planning efforts and strategies geared toward continuing to reduce our human capital
needs through the strategic deployment of technology and other non-technology tools to
increase productivity, through continuing to make our internal processes as efficient and

12



Table of Contents

effective as they can be, by the measured consideration of the County Board on what
services we most need to provide in our community, will all be key to not merely surviving
this challenge, but rather thriving despite it.

Crow Wing County is well positioned to meet the challenges of the future. I am proud to
say that the 2014 levy and budget helps to incrementally advance us to meet them. The

approved budget book is attached for your information.

Respectfully submitted this 14t day of February, 2014.

13



COUNTY PROFILE

Crow Wing County was established in 1857 and was named for the Crow Wing River, the mouth of which was an early settlement of Chippewa and fur traders. The County was
formally organized in 1870; around the time that the Northern Pacific Railroad decided that, its rail line would cross the Mississippi River at Brainerd. Regular rail service began in
the early 1870s, at which point Brainerd became the area’s major settlement, and the Crow Wing village faded.

Crow Wing County is located in north-central Minnesota, about 125 miles northwest of the Minneapolis/St. Paul metropolitan area, and covers 999 square miles. Crow Wing
County is a mix of agriculture/farming in the southern parts of the County, industry in the Brainerd/Baxter area and mining in the Crosby/lronton areas, and contains abundant
natural resources in the forms of lakes and trees in the northern part of the County. The county seat is located in Brainerd.

The Board of Commissioners is the governing body of the County of Crow Wing. There are five members of the County Board. Each member represents one of five Districts,
elected to four year overlapping terms. Board members, in partnership with County staff, work to ensure the delivery of services and programs essential to the continued prosperity
of Crow Wing County.

The Board appoints a County Administrator who is the chief appointed administrative officer of the County. The Administrator is responsible for the administration of Board
policy and for the management of various County divisions and departments. The Attorney, Auditor-Treasurer, Recorder, and Sheriff are elected officials.

The County provides a full range of services contemplated by statute. These services include public safety, highway, health, attorney, human services, recreational, maintenance of
property records, vital statistics, issuance of various permits and licenses, administration of property tax assessment and collection, and the distribution of local governments’
property taxes within the County.

DEMOGRAPHICS

POPULATION

Crow Wing County has seen population growth increases greater than nearby Cass, Aitkin, and Morrison counties. According to the State Demographic Center, Crow Wing
County has seen a population increase of 13.4% from 2000-2010, using Census data. The counties of Cass, Aitkin, and Morrison saw increases of 5.9%, 5.2%, and 4.7%,
respectively.

Table of Contents

Population Growth for Crow Wing County (2000-2010)
Population 2000 Population 2010 % Change
Crow Wing County 55,099 62,500 13.4% AGE DISTRIBUTION

Source: State Demography Center

. . . ) 70-79 80+ years
The 2012 estimated population was 62,882 residents, according to the U.S. Census. years 0-9 years

AGE AND GENDER DISTRIBUTION 60-69
In 2010, the Census reported that the average age of Crow Wing County residents was 42.4 years. Males made years
up 49.8% of the population and females were 50.2%. Approximately 25% of the population was under age 20,

and 18.5% were over age 65.

10-19
years

40-49 30-39
years years
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EDUCATIONAL ATTAINMENT
Educational attainment has increased in Crow Wing County over the past decade. The percentage of residents over age 25 with a high school diploma (or equivalent) or higher
form of education increased by 5.4% since 2000. The percentage of residents over age 25 with a bachelor’s degree or higher increased by 3.8% over the same time period.

Estimated Educational Attainment for Crow Wing County
2000 2011 2000 2011
High School High School Bachelor’s Degree | Bachelor’s Degree
Graduate or higher* | Graduate or higher* % Change or higher* or higher* % Change
Crow Wing County 86.3% 91.7% 5.4% 18.4% 22.2% 3.8%

*Percentage of population aged 25 years and older
Source: US Census 2000 and 2007-2011 American Community Survey 5-Year Estimates (Educational Attainment)

EMPLOYMENT AND PERSONAL INCOME

EMPLOYMENT BY INDUSTRY
Crow Wing County is home to a variety of businesses in many industries. This table indicates that the majority of people in Crow Wing County’s labor force were employed in
education and health services, retail, and leisure and hospitality.

Tourism continues to be an important facet of the area’s economy. During the height of the tourism season the area’s population swells to an estimated 300,000, when tourists and
seasonal residents are taken into consideration. Leisure and hospitality businesses brought in more than $195 million in gross sales in 2011 (most recent data available), according
to Explore Minnesota.

Crow Wing County Employment by Industry

Industry 2011 2012 % Change
Leisure and Hospitality 3,874 3,894 0.5%
Retail 4,406 4,371 (0.8%)
Wholesale 487 509 4.5%
Education and Health Services 7,625 7,492 (1.7%)
Public Administration 1,260 1,266 0.5%
Manufacturing 2,333 2,432 4.2%
Construction 1,457 1,506 3.4%
Financial Activities 1,404 1,387 (1.2%)
Natural Resources and Mining 67 81 20.9%
Utilities 144 137 (4.9%)
Transportation and Warehousing 642 619 (3.6%)
Information 598* 568 (5.0%)
Professional and Business Services 2,046 1,957 (4.4%)
Other Services 808 755 (6.6%)
Total 27,151 26,974 (0.7%)

*Annualized data not available. Data was averaged over 3 quarters of 2011.
Source: Minnesota Department of Employment and Economic Development (DEED)
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UNEMPLOYMENT RATES
Unemployment data measures only those individuals looking for work and ignores those who have chosen not to work. Annual unemployment rates for Crow Wing County

decreased to 7.4% in 2012, below the national average but higher than the state average.

County, State, and National Unemployment Rates
2011 2012 % Change
Crow Wing County 8.3% 7.4% (0.9%)
Minnesota 6.5% 5.6% (0.9%)
United States 8.9% 8.1% (0.8%)

Source: Minnesota Department of Employment and Economic Development (DEED);
Bureau of Labor Statistics

INCOME

Crow Wing County’s per capita personal income (PCPI) increased 4.4% from 2010 to 2011 (the most recent data available for the County). This increase was less than the state’s
and nation’s increases. It was also less than nearby Cass (increase of 5.2%) and Morrison (increase of 6.8%) Counties, though higher than Aitkin County (increase of 3.8%). Crow
Wing County’s PCPI rank was 72" of 87 counties in the state. Crow Wing County was 74.5% of the state’s average of $45,135 and 79.5% of the national average of $42,298.

County, State, and National Per Capita Personal Income
2010 2011 % Change
Crow Wing County $32,229 $33,640 4.4%
Minnesota $42,616 $45,135 5.9%
United States $40,163 $42,298 5.3%

Source: Bureau of Economic Analysis

Personal income of residents in Crow Wing County increased from $2,017,633,000 in 2010 to $2,111,338,000 in 2011, an increase of 4.6% according to the Bureau of Economic
Analysis.

POVERTY
Poverty statistics provide useful information about the status of a local economy. The Census Bureau determines poverty status by comparing annual income to a set of dollar

values called poverty thresholds that vary by family size, number of children, and age of householder. Poverty thresholds are updated annually to allow for changes in cost of
living using the Consumer Price Index. They do not vary geographically. From 2000 to 2011 the percentage of people living in poverty in Crow Wing County increased 2.4%.

Percentage of Persons Below Poverty Level
2000 2011 % Change
Crow Wing County 9.8% 12.2% 2.4%

Source: US Census 2000; 2007-2011 American Community Survey 5-Year Estimates
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BONDED INDEBTEDNESS

DEBT ADMINISTRATION
The ratio of net bonded debt to assessed valuation and the amount of bonded debt per capita are useful indicators of the County’s debt position for County management, citizens,

Table of Contents

and investors. The County has an ‘AA’ credit rating from Standard & Poor’s (S&P).

STATISTICS
Principal Property Taxpayers 2012
Percentage of Total

Taxable Net Tax
Taxpayer Net Tax Capacity Value Capacity Value
Mills Properties Inc. $792,291 0.73%
Minnesota Power and Light $750,899 0.69%
Crow Wing Coop Power & Light $478,635 0.44%
United Power Assoc. $399,776 0.37%
Etoc Co. Inc. $378,218 0.35%
Wausau Paper of Minnesota $362,404 0.33%
Northern States Power Co. $347,138 0.32%
KTJ Limited Partnership $267,196 0.24%
Potlatch Lake States Timberland $245,364 0.22%
Pelican Lake Outing Club $223,756 0.20%

Gross Direct Bonded Debt 2012

Amount Debt per Capita

Crow Wing County

$37,917,500 $603

Source: Crow Wing County 2012 Comprehensive Annual

Financial Report (CAFR)

Source: Crow Wing County 2012 Comprehensive Annual Financial Report (CAFR)

Principal Employers 2012
Percentage of Total County
Taxpayer Industry Employees Employment
Essentia Health Healthcare 1,335 4.9%
Brainerd School District Education 900 3.3%
Cuyuna Regional Medical Center Healthcare 700 2.6%
Grand View Lodge Tourism 540 2.0%
Madden’s Resort Tourism 500 1.9%
Ascensus Financial Services 440 1.6%
WalMart Retail 437 1.6%
Breezy Point Resort Retail 420 1.6%
Crow Wing County Government 417 1.5%
Central Lakes College Education 323 1.2%

Source: Brainerd Lakes Area Economic Development Corporation (BLAEDC); Minnesota Department
of Employment and Economic Development (DEED)
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2012 Employment by Industry

Construction

Financial, Professional, and Business Manufacturing 6%
Services 9% °
12%

Utilities, Transportation, Natural

. . . Resources, and Mining
Public Administration

3%
5%
Information
Education and Health Services 2%

28%

Other Services

3%

Leisure and Hospitality

Retail and wholesale 14%
18%
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Accounting, Auditing, and Financial Reporting Policy

ACCOUNTING, AUDITING, AND FINANCIAL REPORTING POLICY STATEMENT OF PURPOSE
The purpose of this policy is to provide organization-wide guidelines for accounting for financial resources and reporting such
information to the public.

SCOPE
This Accounting, Auditing, and Financial Reporting Policy applies to all funds of the County.

AUDIT OVERSIGHT

In general, oversight will be conducted by the County Board Chair, Administrator, Auditor-Treasurer, and the Accounting and
Finance Manager. The Accounting and Finance Manager shall be the primary contact with the independent auditors, and is in charge
of arranging audit schedules and managing requirements of the annual audit. The Accounting and Finance Manager will bring
important issues (see Note 1V.D.) identified during, or related to, the audit to the County Board, as necessary.

ACCOUNTING PRACTICES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles applicable to state and local governments. The County’s accounting and financial
reporting policies conform to these generally accepted accounting principles (GAAP).

A. BASIS OF ACCOUNTING
The government-wide, proprietary, and fiduciary fund financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting.

B. ACCOUNTS RECEIVABLE

Generally, the County is able to collect almost all of its receivables, most of which relate to taxes. Past uncollectible amounts have

been immaterial. Based on this history, the County will record an allowance for uncollectibles on a case-by-case basis, if needed

Procedures will be developed as needed for material outstanding receivables in order to ensure the County takes all necessary and

possible steps in the collection process.

C. INVENTORY REPORTING
The County uses the purchase method of inventory reporting on a “first-in, first-out” (FIFO) basis.

Adopted September 10, 2013
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D. MANAGEMENT DECISION ON ACCOUNTING ISSUES
The Accounting and Finance Manager shall have authority to make procedural decisions with respect to specific accounting
treatments, such as interpretation of accounting principles, design of the general ledger and chart of accounts, and items of a
similar nature. However, in certain special or unique situations, review by the County Board may be necessary. The County Board
will be made known of any issue that

(1) Creates controversy among those responsible for audit oversight, or between said individuals and the external auditors.

(2) Is or will be material to the financial statements.

(3) Involves significant uncertainty or volatility that could materially affect an estimate.

(4) Is or will be a matter of public interest or exposure.

(5) Must be reported to an external body, and those responsible for audit oversight are unclear or undecided on its presentation.

(6) Applies a new accounting standard for the first time.

(7) Relates to the application of a standard in a way that is not consistent with general practice or in a way that is different from
how it has been applied in past years.

(8) Relates to key controls over financial information that are being designed or redesigned, or that have failed or are otherwise
being addressed by the County.

V. FINANCIAL REPORTING
The Comprehensive Annual Financial Report (CAFR) will include the General Fund, all special revenue (such as Community
Services, Unorganized Townships, etc.), debt service, capital project, permanent, proprietary, and fiduciary (such as Central
Minnesota Community Corrections, Passenger Safety Coalition, Lake Improvement Districts, etc.) funds, and component units, which
the County is required to report under generally accepted accounting principles (GAAP).

A. EXTERNAL REPORTING
It is the County’s policy that all external financial reporting shall be in conformance with GAAP. As an additional independent
confirmation of the quality of the County’s financial reporting, the County will seek to obtain the Government Finance Officers
Association (GFOA) Certificate of Achievement for Excellence in Financial Reporting, beginning with the 2013 Comprehensive
Annual Financial Report (CAFR).

B. INTERNAL REPORTING
At least quarterly, and more often if deemed necessary, Financial Services staff shall prepare financial reports to be presented to
the County Board in a format consistent with the annual adopted budget. Such reports will enable the County Board to be
constantly informed of the financial status of the County.

Adopted September 10, 2013
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C. EXTERNAL AUDITING
The CAFR shall be audited annually by a certified independent auditor. The annual audit encompasses areas of financial
reporting, internal control, federal grants, and departmental audits. The Office of the State Auditor has statutory audit jurisdiction
over the conduct of the County’s audit (Minn. Stat. § 6.48).

VI. ACCOUNTING, AUDITING, AND FINANCIAL REPORTING POLICY ADOPTION
The County’s Accounting, Auditing, and Financial Reporting Policy shall be adopted by resolution of the County Board. The policy
shall be reviewed on an annual basis by the Budget Committee and any modifications made thereto must be approved by the County
Board.

Adopted September 10, 2013
23



Table of Contents

CROWWING

COUNTY
MINNESOTA

BUDGET
POLICY

CROW WING COUNTY
BRAINERD, MINNESOTA

Adopted by County Board
August 13, 2013

Our Vision: Being Minnesota’s favorite place.
Our Mission: Serve well. Deliver value. Drive results.
Ovur Values: Be responsible. Treat people right. Build a better future.

24



Table of Contents

Budget Policy

SECTION DESCRIPTION

I

.
M.
V.
V.
VI.
VII.
VIII.
IX.
X.
XI.
XII.
XIII.

XIV.

XV.

Budget Policy Statement of Purpose
Scope

Budget Period and Basis of Budgeting
Balanced Budget

Budget Form and Information
Long-Term Financial Forecasts
Examination of Spending Patterns
Priority of Services

Funding of Liabilities
Budget-Balancing Strategies
Budget Process

Budgetary Monitoring
Amendments to the Budget and Level of Control
A. “No Net Effect” Adjustments
B. Budget Adjustments

C. Level of Control

Fiscal Notes

A. Cost Implications

B. Components of a Fiscal Note
C. Fiscal Note Preparation
Budget Policy Adoption

Adopted August 13, 2013
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VI.

BUDGET POLICY STATEMENT OF PURPOSE
The purpose of this policy is to establish procedures to facilitate the review, discussion, modification and adoption of a proposed
budget in order to provide the best value to citizens of the County.

SCOPE

The County Board adopts estimated revenue and expenditure budgets for all Governmental Funds: General, Special Revenue, Debt
Service, Capital Project, and Permanent. The County also budgets for the Landfill Enterprise Fund. All budgets are reported in the
annual Budget Document. Budgetary Comparison Schedules are reported in the Comprehensive Annual Financial Report (CAFR) for
all budgeted funds except the Capital Project Fund, Permanent Fund and Landfill Enterprise Fund.

BUDGET PERIOD AND BASIS OF BUDGETING
All budgets shall be adopted annually on the cash basis of accounting. The CAFR is prepared in accordance with GAAP using the
modified or full accrual basis of accounting, as appropriate by fund type.

BALANCED BUDGET

Financial planning policies and practices will be designed to maintain a commitment to a structurally balanced budget. The County
shall adopt a structurally balanced budget for each fund in which this policy covers. A budget shall be considered structurally balanced
when recurring revenues equal or exceed recurring expenditures. If a structural imbalance occurs, a plan will be developed and
implemented to bring the budget back into structural balance. Certain types of operating expenditures are encouraged by the County
Board, as follows:

(1) Expenditures that delay future cost increases.

(2) Investments that forestall adding permanent staff.

(3) Commitments that can reasonably be maintained over the long term (as opposed to commitments where future funding sources are
guestionable).

BUDGET FORM AND INFORMATION

The budget shall be constructed around the County Board’s vision for the long-term direction of County services and the associated
desired culture and environment. As part of the annual budget process the County’s departments shall create narratives that describe
their goals and objectives both previously achieved and yet to be achieved.

LONG-TERM FINANCIAL FORECASTS

The County recognizes the importance of long-term strategic planning, as evidenced by the Long-Term Financial Plan (LTFP), a non-
binding assertion of future intent. Similarly, the County recognizes that prudent financial planning considers the multi-year
implications of financial decisions. The County shall maintain a long-term financial focus in its financial planning that is mindful of
the long-term objectives of the County.

Adopted August 13, 2013
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VII.

VIII.

XI.

EXAMINATION OF SPENDING PATTERNS

The County seeks to maximize the value the public receives through its spending. Accordingly, staff should develop budget tools and
methods to measure outcomes and maximize value, particularly by critically examining existing spending patterns to ensure they
continue to provide value.

PRIORITY OF SERVICES

Essential services will receive first priority for funding. The County desires to maintain current service levels for all services;
however, if necessary, the County will reduce or eliminate low-priority services before essential services. Priority will be determined
by the County Board after analysis and consideration of financial information, social benefit, state or federal requirements, or other
factors contributing to the importance of a program or service.

FUNDING OF LIABILITIES
The budget will provide sufficient funding to cover annual debt retirement costs in order to maintain the trust of creditors and avoid
accumulating excessive liabilities over the long-term.

BUDGET-BALANCING STRATEGIES

The County will implement a structurally balanced budget as described in Note IV. Temporary shortages, or operating deficits, can
and do occur, but they shall not be tolerated as existing trends. The County will avoid budgetary and accounting procedures which
balance the current budget at the expense of future budgets.

BUDGET PROCESS

The County is committed to timely certification of the levy in accordance with Minnesota Statute 8 275.07, Subd. 1. To ensure timely
certification, a Budget Calendar will be developed by the Auditor-Treasurer’s Financial Services staff annually. Generally, the budget
process will proceed as follows:

May Departments provided with budget packets

May-July Department budget preparation

Early July Department deadline to submit budget request

Late July Present original department requests to the Budget
Committee

Late August Original requests reviewed during a Committee of the Whole

Adopted August 13, 2013
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XIlI.

X1,

On or before September 15 County Board to certify preliminary tax levy and adopt
preliminary budget

September-November Departments and Budget Committee to review and analyze
original requests

Late November-early December  Budget and levy public hearing held in accordance with state
statute

On or before five business days  Certification of the final levy and budget
after December 20

BUDGETARY MONITORING

Department heads are responsible for monitoring their monthly budget information. Financial Services will maintain a system for
monitoring the County’s budget performance. This system will provide the County Board with quarterly budget updates. Included will
be provisions for amending the budget during the year in order to address unanticipated needs, emergencies, or compliance issues.
Budget amendments requiring County Board approval will occur through a process coordinated by Financial Services. Significant
financial issues that need to be addressed between regular monitoring reports will be provided to the County Board as warranted.

Following the fourth quarter review, a comprehensive annual review will be undertaken. An annual budget summary will be presented
to the County Board for analysis. The County Board shall review differences between budgeted and actual revenues and expenditures
and assess the County’s ability to effectively plan and accurately budget. Any recommendations will be considered during the
following budget cycle.

In addition, departmental budget status will be included in the County’s Managing 4 Results performance assessment program.
AMENDMENTS TO THE BUDGET AND LEVEL OF CONTROL

A. “NO NET EFFECT” ADJUSTMENTS
Inter-departmental amendments that do not affect the total budgeted revenues and/or expenditures (i.e., line adjustments,
revenue/expenditure reclassification) may be made by the Auditor-Treasurer’s office Financial Services staff following approval
by the County Administrator. Such amendments shall conform to overarching County Board intent and policy, and shall not be
used as a means to redirect resources in order to avoid scrutiny.

B. BUDGET ADJUSTMENTS
Amendments to the budget affecting total budgeted net revenues and expenditures require approval of the County Board. Such

amendments may require a fiscal note (see Note XIV of this policy).

Adopted August 13, 2013
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C. LEVEL OF CONTROL
For all funds, the level of control (i.e., the level at which spending cannot exceed the budgeted amount without County Board
approval) is at the department level for each fund for which a budget is adopted. However, the following two exceptions apply to
this departmental budgetary authority:

(1) Non-budgeted personnel requests (i.e., new positions, revised FTESs that change one classification for another without
increasing the total number of FTEs in the department) require Personnel Committee and County Board approval.
(2) Non-budgeted capital assets (assets in excess of $5,000) require Budget Committee and County Board approval.

The County Administrator or his/her designee is delegated the authority to fill newly created employee classifications or remove
incumbents from existing classifications that have been eliminated from the adopted budget.

(1) Departments that have received County Board approval for budgets that include new positions and revised FTEs
(revisions that change one classification for another without increasing the total number of FTEs in the department) will
not have to request County Board or Personnel Committee approval prior to hiring individuals to fill those positions. The
position filled shall be the same position previously approved by the County Board.

(2) Departments that have received County Board budgetary approval for itemized current year capital expenditures in the
Capital Improvements Plan will not have to request subsequent County Board approval for those expenditures, unless the
item exceeds $100,000, requires a competitive bid process, or is subsequently revoked by the County Board. This
departmental authority is limited to the original scope of the itemized capital expenditure as approved in the Capital
Improvements Plan. Reallocation of capital asset expenditures requires Budget Committee and County Board approval.

The ultimate authority for determining budgetary priorities rests with the County Board.

XIV. FISCAL NOTES
Generally, a fiscal note shall be required when a budget amendment will occur due to the implementation of a new program; increases
in services provided will affect revenues or expenditures; requesting additional staff; or requesting the purchase or construction of
capital items. A fiscal note will be required for amendments of $20,000 or greater, taking into consideration current and future costs.
Fiscal notes may also be requested by the County Board or County Administrator at any time for any amount.

A fiscal note shall
(1) estimate the increase or decrease in revenues or expenditures,
(2) include the costs that may be absorbed without additional funds,

Adopted August 13, 2013
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(3) include the assumptions used in determining the cost estimates, and
(4) specify any long-range cost implications.

Fiscal notes should be factual, informative, and concise, with fiscal estimates that are transparent, adequately explained, justified, and
documented. Fiscal notes are to be objective and not used to influence an outcome.

A. COST IMPLICATIONS
Both direct and indirect expenditures must be analyzed and documented in the contents of the fiscal note. Indirect expenditures
will be determined using the Central Services Cost Allocation Plan.

B. COMPONENTS OF AFISCAL NOTE
The following four components are required in each fiscal note:

(1) Fiscal Note Heading
This component includes a short description of the purpose for the budget amendment or reason for the fiscal note.

(2) Fiscal Impact Indicators
This component indicates department(s) affected by the budget amendment.

(3) Fiscal Implications
This component does the following:

(a) Provides a summary estimate of revenues and expenditures for each department affected by budget amendment. Forecast
revenues and expenditures will be a minimum of three years or the length of the activity requiring the amendment,
whichever is shorter. During a partial year, forecasts should include the portion of the year remaining and three full
subsequent years. On-going and current (one-time) revenues/expenditures should be clearly differentiated in the fiscal
note.

(b) Provides an estimate of changes in Full Time Equivalent (FTE) positions for each affected department (including fringe
costs).

(4) Supporting Narrative
The supporting narrative component is made up of the following five sections:

(a) Section 1 — Description

Adopted August 13, 2013
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(b)

(©)

(d)

(e)

This section provides a brief description of the purpose of the budget amendment with an emphasis on the portion of the
project/service that creates the fiscal impact.

Section 2 — Assumptions
This section explains the assumptions and methodology used to develop the estimate. Explanations should be clear,
transparent, reasonable, justifiable, documented, and easily understood by readers.

Section 3 — Revenue and Expenditure Formula

This section documents a basic equation or formula that rolls up all of the assumptions into the bottom-line fiscal impact.

This section should include all of the factors contributing to the costs or savings of the project/service.

Section 4 — Long-Term Fiscal Considerations
This section indicates whether the estimated fiscal impact will continue beyond the initial forecast period. This could
include either a quantification of the fiscal impact or an explanation of the long-term fiscal considerations.

Section 5 — References and Sources
This section identifies staff and departments, and other entities, supplying information used to complete the fiscal note.

C. FISCAL NOTE PREPARATION
Fiscal notes are to be initially prepared by the department requesting the change. Financial Services is available to assist
departments with the preparation of fiscal notes. All fiscal notes shall be reviewed and approved by Financial Services for
accuracy, objectivity, completeness, and format before submission to the County Board. Fiscal notes prepared on behalf of
Financial Services will be reviewed by the County Administrator for accuracy, objectivity, completeness, and format before
submission to the County Board.

XV. BUDGET POLICY ADOPTION
The County’s Budget Policy shall be adopted by resolution of the County Board. The policy shall be reviewed on an annual basis by
the Budget Committee and any modifications made thereto must be approved by the County Board.

Adopted August 13, 2013
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2014 budget calendar

DATES TASK RESPONSIBILITY

May 28™ (Tue.) Provide 2014 operating budget and capital Admin./Aud. -Treas./Depts.
improvement plan packets to departments.

May 29" - July 2" Department operating budget and CIP preparation Departments
(5 wks).

July 2™ (Tue.) Department deadline to submit 2014 budget and Departments
CIP requests.

July 26™ (Fri.) Present original department requests to the Budget Budget and Finance Committee
and Finance Committee.

August 26™ (Mon.) Committee of the Whole Board of Commissioners

September 10™ (Tue.) County Board to certify 2014 preliminary tax levy Board of Commissioners

(September 16™ Last day to certify)  and adopt preliminary operating budget

Sept - Nov. Meet with departments and the Budget & Finance Departments /Admin./ Budget and
Committee on the Budget and CIP requests Finance Committee

November 26™ (Tue.) CIP/Capital Budget public hearing / budget and levy Board of Commissioners
required meeting

December 17™ (Tue.) Certify 2014 final levy and operating / capital Board of Commissioners

(December 27™ Last day to certify) budgets

Table of Contents
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ENTERPRISE RISK MANAGEMENT POLICY STATEMENT OF PURPOSE
The purpose of this policy is to guide the County in analyzing exposures to hazard risk, financial risk, operational risk, and strategic
risk, and mitigating such risks where possible.

SCOPE
This policy is applicable County-wide.

DEFINITION OF RISK AND GOVERNANCE
Enterprise Risk Management (ERM) differs from traditional risk management in that it expands beyond examination of hazard risk
(fire, theft, accidents, weather conditions, etc.).

For purpose of this policy, risk is defined as: An uncertain event or set of events that, should it occur, will have an effect on the
achievement of objectives. A risk is measured in terms of a combination of the likelihood of a perceived threat or the opportunity
occurring and the magnitude of its impact on objectives.

Within the ERM process the County views four threats of utmost importance — reputation damage, financial loss, disruption to
services, and missing opportunities to advance the well-being of the area.

The County recognizes and accepts its legal responsibility to manage its risks effectively and has adopted a proactive approach to well
thought-through risk taking. The effective management of risk is therefore at the heart of the County Board’s approach to delivering
cost effective and valued services to the public as well as sound governance.

ATTITUDE TOWARDS RISK

The County recognizes that all organizations face risk, and that well-managed risk taking should be recognized by all managers and
staff within the County as being fundamentally important to effective service delivery, maximizing opportunities for innovation in
service development, and adapting to change.

RISK-AWARE CULTURE AND CONTROL ENVIRONMENT

The County strives to be risk aware, not risk averse. The County will integrate risk management into its Long-Term Financial
Planning process. The results of this process will be integrated with traditional risk management mechanisms (i.e., purchase of
insurance). The County’s Internal Control Policy focuses on risk assessment and management over financial and physical resources of
the County.

Adopted November 12, 2013
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VI.

ARCHITECTURE OF RISK MANAGEMENT

A. HAZARD RISK

Analysis of hazard risk in combination with value of County property shall guide the County in the purchase of insurance.
Protection of County assets is a primary goal of the County’s approach to risk management. The County desires to protect itself
against the financial consequences of accidental losses which are catastrophic in nature, and to preserve County assets and public
service capabilities from destruction or depletion. Changes in insurance providers and material changes in coverage levels or
deductibles shall be approved by the County Board. Responsibility for maintaining adequate insurance coverage lies with
Financial Services.

Risk management activities will be undertaken in the most efficient manner, recognizing that not all risks are avoidable, and that
certain cost/benefit analysis may be required to ensure the County is maximizing value while maintaining adequate safeguarding
of assets.

The County has also developed the following plans, manuals, and policies to aid in the reduction of hazard risk: Hazard Mitigation
Plan, Emergency Procedures Manual, Crow Wing County Safety Manual, Facilities Safety Manual, Highway Safety Manual, and
Lockout/Tagout Policy & Procedures. These manuals will be reviewed at least annually by the department/individual responsible
for their issuance.

FINANCIAL RISK
The County’s primary financial risks are losses from changes in financial markets and labor costs.

To mitigate the risk of investment loss, the County Board has approved the County’s Investment Policy, which restricts the
County’s investments in risky ventures. The primary focus of the Investment Policy is safety, followed by liquidity and yield. As
documented in the Investment Policy, the County follows Minnesota statutes for investing.

Labor costs risks are mitigated by an extensive wage survey completed a minimum of every three years by Financial Services and
the Human Resources Department. Surveys are conducted locally as well as statewide for specific positions within the County.
Job descriptions are reviewed and considered in relation to other entities and placed on a wage grid. The wage grid is calibrated to
reflect external market norms, for internal equity among classes of employees, and for gender equity under the guidelines
established by the State of Minnesota for political subdivisions.

. OPERATIONAL RISK

The County desires to reduce operational risk (i.e., inability to perform operations, constituent satisfaction, fraud, technology
security, obsolescence, etc.) to the extent economically feasible. The County has taken the following approaches to mitigate this
risk:
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(1) The County has devised a Hazard Mitigation Plan and an Emergency Operations Plan (EOP) to ensure continued operations in
the event of a disaster, natural or other. These disaster plans are reviewed at least annually by the County Administrator, IT
Director, and Emergency Management Director, and modified if necessary.

(2) The County conducts “customer satisfaction surveys” quarterly to monitor constituent satisfaction.

(3) The County’s Internal Control Policy documents an internal audit function designed to help reduce the risk of fraud (reviewed
annually); in addition, the County is audited annually by an external independent auditor.

(4) The County maintains an Information Systems Policy to guide employees in the safe use of technology. This policy is
reviewed at least annually by the Information Technology Department, and modified if necessary.

D. STRATEGIC RISK
The County has identified the following strategic risks:

(1) Changes in the economy,
(2) Damage to the government’s reputation, and
(3) Changes in constituent preferences and attitudes.

The County cannot control economic changes or changes in the desires of constituents, but the County can attempt to mitigate
these risks as part of the County’s Long-Term Financial Plan (LTFP). The Long-Term Financial Planning Policy directs the
County to consider the affordability and impact of current and anticipated services, projects, obligations, and investments.

In order to reduce the County’s exposure to reputational damage, all elected and appointed positions, as well as all other County
employees, are expected to abide by the County’s Personnel Manual, which includes a section specifically on Ethics and Conflicts
of Interest.

VII. ENTERPRISE RISK MANAGEMENT POLICY ADOPTION
The County’s Enterprise Risk Management Policy shall be adopted by resolution of the County Board. The policy shall be reviewed
on an annual basis by the Budget Committee and any modifications made thereto must be approved by the County Board.
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FUND BALANCE AND RESERVES POLICY STATEMENT OF PURPOSE

The purpose of this policy is to provide a stable financial environment for the County’s operations that allows the County to provide
quality services to its residents in a fiscally responsible manner designed to keep services and taxes as consistent as possible over time.
This policy is meant to serve as the framework upon which consistent operations may be built and sustained.

SCOPE
This Fund Balance and Reserves Policy applies to all governmental-type funds of the County, except where noted otherwise.

FUNDING FLOW ASSUMPTION

The County considers restricted amounts to be spent before unrestricted fund balance when an expenditure is incurred for purposes for
which both restricted and unrestricted (Committed, Assigned, Unassigned) amounts are available. Similarly, within unrestricted fund
balance, the Committed, Assigned, and Unassigned amounts will be spent in that order when expenditures are incurred for a purpose
for which amounts in any of those unrestricted fund balance classifications could be used.

RESERVE TARGET LEVELS

The Office of the State Auditor of Minnesota recommends local governments that rely significantly on property taxes maintain an
unrestricted fund balance of approximately 35-50% of fund operating revenues or no less than five months of operating expenditures
in their general fund and special revenue funds (Statement of Position 2010-1003).

A. GENERAL FUND
At the end of each fiscal year, the County will maintain Spendable — Unassigned portions of fund balance in a range equal to 35-
50% of the General Fund operating expenditures for the year. In addition to working capital needs this accommodates emergency
contingency concerns. This reserve will mitigate risks from unpredictable revenue shortages and uncontrollable costs.

B. SPECIAL REVENUE FUNDS

1. COMMUNITY SERVICES SPECIAL REVENUE FUND
At the end of each fiscal year, the County’s Community Services Fund will maintain Spendable — Assigned portion of fund
balance for working capital in a range equal to 20-30% of the subsequent year’s budgeted expenditures.

2. HIGHWAY SPECIAL REVENUE FUND
At the end of each fiscal year, the Highway Fund will maintain Spendable — Assigned portion of fund balance for working
capital in a range equal to 20-30% of the subsequent year’s budgeted expenditures.

Adopted July 9, 2013

40



Table of Contents

Fund Balance and Reserves Policy

In the event that the minimum fund balance levels of the General, Community Services, or Highway Funds fall above or below the
desired range, the Accounting and Finance Manager shall report such amounts to the County Administrator and the County Board as
soon as practical after the end of the fiscal year.

V. FUNDING THE TARGET AMOUNT
Funding of reserve targets will generally come from excess revenues over expenditures or one-time revenues.

VI. AUTHORITY OVER RESERVES
Use of reserves for a special circumstance or emergency situation requires approval of the County Board. Use of reserves as part of a
budgeted expenditure requires County Board approval as part of the annual budgeting process.

VIl. REPLENISHMENT OF RESERVES
Should the actual amount of reserves fall below the targeted range, the County shall create a plan to restore balances to the appropriate
levels.

VIIl. EXCESS RESERVES

A. GENERAL FUND

Should the actual amount of reserves rise above the targeted range, any excess funds will remain Unassigned pending the County
Board’s final decision concerning transfer to another fund or additional General Fund “Commitments.” Excess fund balance
dollars shall be used in the following financially prudent ways:

(1) Restore fund balances to minimum approved levels in Special Revenue funds;

(2) Capital and technology improvements in the Capital Project Fund,;

(3) Additional Highway infrastructure projects in the Highway Fund;

(4) Pre-funding or buying down of long-term liabilities;

(5) Debt retirement/refunding;

(6) Cost avoidance projects and productivity enhancement projects (one-time projects);

(7) Litigation;

(8) Local match for grant involving multiple departments;

(9) Other one-time or short-term purposes deemed to be fiscally prudent for the County.

B. SPECIAL REVENUE FUNDS
1. COMMUNITY SERVICES SPECIAL REVENUE FUND

Should the actual amount needed for working capital rise above the target range, any excess will automatically be transferred
to the General Fund during the year-end close process and classified as Unassigned. Additionally, transfer in and transfer out
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corresponding budget adjustments will be made by Financial Services. The transferred funds will remain in the General Fund
pending recommendations and final County Board action concerning reallocation and use of the fund balance resources.

HIGHWAY SPECIAL REVENUE FUND

At the end of each fiscal year, the Highway Fund will maintain an Assigned portion of fund balance for working capital in a
range equal to 20-30% of the subsequent year’s budgeted expenditures. However, due to the cyclical nature of highway
expenditures, working capital ranges may vary year to year. At the end of the fiscal year, the Accounting and Finance
Manager and the County Engineer will assess the Highway Fund’s fund balance in relation to spending intentions identified in
the Highway Improvements Plan (HIP). If necessary, the Accounting and Finance Manager may recommend a transfer to the
General Fund based on this analysis. Such transfers will be approved by the County Administrator.

Transfer in and transfer out corresponding budget adjustments will be made by Financial Services. The transferred funds will
remain in the General Fund pending recommendations and final County Board action concerning reallocation and use of the
fund balance resources.

PERIODIC REVIEW OF TARGETS
During the annual review and renewal of this policy, the Budget Committee shall, with assistance from Financial Services as
necessary, evaluate the target reserve levels set forth in this policy. Amendments may be made by approval of the County Board.

SPECIFIC FUND BALANCE CLASSIFICATIONS
The County shall report all fund balance classifications in accordance with GASB Statement #54. In addition, the County will report
certain funds as follows:

A. DEBT SERVICE FUND WORKING CAPITAL
At the end of each fiscal year, the Debt Service Fund fund balance will be classified as Spendable — Restricted, per bond
covenants. However, when bonds/notes are fully retired, any remaining fund balance related to the bond issuance will be
transferred to the General Fund.

. CAPITAL PROJECT FUND
At the end of each fiscal year, the County will report Spendable — Assigned fund balance in the Capital Project Fund for future
capital projects according to the County’s Capital Improvements Plan (CIP).

. PERMANENT FUND
The Environmental Trust Fund shall report the Environmental Trust Corpus as Nonspendable fund balance pursuant to Minn. Stat.
8 373.475. Interest accrued on this amount shall be reported as Restricted for Environmental Uses.
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XI. FUND BALANCE AND RESERVES POLICY ADOPTION
The County’s Fund Balance and Reserves Policy shall be adopted by resolution of the County Board. The policy shall be reviewed on
an annual basis by the Budget Committee and any modifications made thereto must be approved by the County Board.

Adopted July 9, 2013
43



Table of Contents

CROW WING

COUNTY
MINNESOTA

INVESTMENT
POLICY

CROW WING COUNTY
BRAINERD, MINNESOTA

Adopted by County Board
July 9, 2013

Our Vision: Being Minnesota’s favorite place.
Our Mission: Serve well. Deliver value. Drive resulfs.
Our Values: Be responsible. Treat people right. Build a better future.

44



Table of Contents

Investment Policy

SECTION DESCRIPTION

VI.

VIL.

VIII.

Investment Policy Statement of Purpose
Scope

Objectives

A. Safety
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B
C.
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INVESTMENT POLICY STATEMENT OF PURPOSE
This policy has been developed to serve as a reference point for the management of County assets and the investment of County funds.

SCOPE

This Investment Policy applies to all financial assets of the County. All cash and investments are pooled together, except for certain
restricted funds, to achieve economies of scale for each entity. These funds are accounted for in the Comprehensive Annual Financial
Report (CAFR) and include all County Funds.

OBJECTIVES

It is the policy of the County to invest public funds in a manner which provides for the following in order of importance: Safety,
Liquidity, and Yield, that conforms to all federal, state and local regulations governing the investment of public funds. All
investments purchased by the County are expected to be held until maturity. The County will invest in securities that match the
County’s operational, short-term and longer term core reserve needs.

A. SAFETY
Investments of the County shall be undertaken in a manner that seeks to ensure the preservation of principal in the overall
portfolio. The objective will be to mitigate credit risk and interest rate risk.

B. LIQUIDITY
The County’s investment portfolio will remain sufficiently liquid to enable the County to meet all operating requirements as
reasonably anticipated. The portfolio will be structured so that the liquid component, a minimum of five percent of total
investments, of the portfolio will be invested only in short-term securities maturing in less than thirty days. Furthermore, a portion
of the portfolio may be placed in money market mutual funds or local government investment pools which offer same day
liquidity for short-term funds.

C. YIELD
The County’s investment portfolio shall be designed with the objective of attaining a market rate of return. The core of
investments is limited to low-risk securities in anticipation of earning a fair return relative to the risk being assumed. Securities
shall generally be held until maturity with the following exceptions:
e A security with declining credit may be sold early to minimize loss of principal.
e A security swap would improve the quality, yield, or target duration in the portfolio.
¢ Liquidity needs of the portfolio require that the security be sold.

STANDARDS OF CARE
The investment program shall be operated in conformance with federal, state, and other legal requirements. Authority to manage the
County’s investment program is derived from Minn. Stat. § 118A, Deposit and Investment of Local Public Funds.
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A. AUTHORITY TO INVEST
Responsibility for the investment program is hereby delegated from the County Board to the County Auditor-Treasurer. Authority
to conduct actual investment transactions may be delegated to the County Auditor-Treasurer designee within the Financial
Services Division of the Auditor-Treasurer’s Office, who shall act in accordance with procedures as established with this
investment policy.

No person may engage in an investment transaction except as provided under the terms of this policy and the procedures
established by the Accounting and Finance Manager. The Accounting and Finance Manager shall be responsible for all investment
transactions and shall establish a system of controls to regulate the activities of subordinates.

B. BUDGET COMMITTEE
The Budget Committee shall meet semi-annually or as needed to review the performance of investments and review the
investment strategy.

C. CONFLICTS OF INTEREST AND ETHICS
The County Board, County Auditor-Treasurer, Accounting and Finance Manager, and Financial Services staff involved in the
investment process shall refrain from conducting personal business activity that could conflict with proper execution of the
investment program, or which could impair their ability to make impartial investment decisions.

D. PRUDENCE
Investments shall be made with judgment and care under circumstances existing at the time the investment is made. The standard
of prudence to be used by investment officials shall be the “prudent person” standard and shall be applied in the context of
managing an overall portfolio. The prudent person standard requires that a fiduciary exercise discretion and average intelligence in
making investments that would be generally acceptable as sound. Investment officers acting in accordance with written procedures
and the investment policy and exercising due diligence shall be relieved of personal liability for an individual security’s credit risk
or market price changes, provided deviations from expectations are reported in a timely fashion and appropriate action is taken to
control adverse situations.

V. INVESTMENT PORTFOLIO

A. AUTHORIZED INVESTMENTS
Based on the investment objectives as defined in section 11 of this policy, and in accordance with Minn. Stat. § 118A, the County
will limit its investments to the following types of securities:
(1) Savings/demand deposits
(2) Certificates of deposit (CDs)
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(3) U.S. Treasury obligations
(4) U.S. Agency securities
a. Federal Home Loan Bank System (FHLB)
b. Federal Home Loan Mortgage Corporation (FHLMC)
c. Federal Farm Credit Bureau (FFCB)
d. Federal National Mortgage Association (FNMA)
(5) Municipal Securities
Statute allows the County to invest in municipal securities of state or local government agencies with taxing power and a
rating of “A” or better. However, the County will only invest in such agencies with a rating of “AA” or better.

The County is also authorized under Minn. Stat. § 118A to enter into Securities Lending Agreements. Securities lending
transactions may be entered into with entities meeting the qualifications and the collateral for such transactions shall be restricted
to the securities described in Minn. Stat. 8 118A. Any future security lending contract would be subject to County Board approval.

. DIVERSIFICATION

The County will substantially reduce the risk of loss resulting from the over-concentration of assets in a specific maturity, issuer,
institution, or class of securities.

Diversification strategies will be implemented with the following constraints:

MAXIMUM % OF TOTAL

Table of Contents

ISSUER TYPE PORTFOLIO?
Savings/demand depositst 50%
Certificates of Deposit 75%
U.S. Treasury Obligations 100%
U.S. Agency Securities 100%

Per Issuer: 30%
Municipal Securities 50%

Per Issuer: 15%

The savings/demand deposits held by the County will fluctuate significantly as a result of property tax collection and settlement.
Ideally, the County will hold not more than 5% of its “core investments” in savings/demand deposits.

2Due to fluctuations in the value of the portfolio, maximum percentages for a particular issuer or investment type may be exceeded
at a point in time subsequent to the purchase or maturity of a particular security. Securities need not be liquidated to realign the
portfolio; however, consideration should be given to this matter when future purchases are made.
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C. MATURITIES
The County shall structure the maturity of investments as follows:
(1) A minimum of five percent of the core investment portfolio will mature in under 30 days,
(2) Funds will be invested to a maximum maturity of ten years,
(3) Total weighted average maturity of total funds will not exceed 3.5 years, and
(4) Maturities will be diversified to avoid undue concentration of assets in a specific sector.

VI. SAFEKEEPING AND CUSTODY

A. ELIGIBLE INSTITUTIONS
The County Auditor-Treasurer’s Office Financial Services Division will maintain a list of financial institutions authorized to
provide investment services. Public deposit shall be made in a qualified public depository as established by state laws.

Financial service providers who desire to become qualified bidders for investment transactions must supply the Auditor-
Treasurer’s Office with the following upon request:

(1) Audited Financial Statements

(2) Completed Broker/Dealer Certificate

(3) Certification of Having Read County’s Investment Policy

(4) Depository Contracts

(5) Credit Report

(6) Proof of FINRA (Financial Industry Regulatory Authority) Membership

(7) Proof of State Registration

(8) Evidence of Adequate Insurance Coverage

B. INVESTMENT ADVISORS
The County may enter into contracts with third-party investment advisory firms when their services are deemed to be beneficial to
the County. The advisor must comply with this Investment Policy and may have authority to transact investments on behalf of the
County. The advisor may act on a discretionary basis if they are hired to provide transactional services on behalf of the County.

C. COLLATERAL
In accordance with Minn. Stat. § 118A, the total amount of the collateral computed at its market value shall be at least ten percent
more than the amount on deposit at the close of the financial institution’s banking day, except that where the collateral is
irrevocable standby letters of credit issued by Federal Home Loan Banks, the amount of collateral shall be at least equal to the
amount on deposit at the close of the financial institution’s banking day. The financial institution may furnish both a surety bond
and collateral aggregating the required amount.
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Collateralization will be required on the following types of investments:
(1) Certificates of Deposit
(2) Demand Deposits

Collateral is limited to securities allowable pursuant to Minn. Stat. § 118A.03.
For cash deposits on hand, collateralization shall be in the form of specific securities with an active secondary market for the

County held by an independent third party. The only exceptions are Federal Depository Insurance Corporation (FDIC), Securities
Investor Protection Corporation (SIPC) and pre-approved insurance coverage.

. SAFEKEEPING

Securities purchased shall be held in a segregated account for the County’s benefit at a third party trustee as safekeeping agent in
accordance with Minn. Stat. § 118A.06. The investment dealer or bank in which the security is purchased shall issue a
confirmation ticket to the County listing the specific instrument, issuer, coupon, maturity, CUSIP number, purchase or sale price,
transaction date, and other pertinent information. The financial service provider which executes the transaction on the County’s
behalf shall deliver all securities on a delivery versus payment method (DVP) to the designated third party.

The County’s ownership of all securities should be evidenced by written acknowledgments identifying the securities by:
(1) The names of issuers
(2) The maturity dates
(3) The interest rates
(4) Any serial numbers or other distinguishing marks

INTERNAL CONTROL

The County Auditor-Treasurer is responsible for establishing and maintaining an internal control structure designed to ensure that
the assets of the County are protected from loss, theft or misuse. The internal control structure shall be designed to provide
reasonable assurance that these objectives are met. The concept of reasonable assurance recognizes that (1) the cost of a control
should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments.

The County will engage an external auditor for an annual independent review to assure compliance with policies and procedures.
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VIl. REPORTING

A. FREQUENCY AND FORMAT
The Auditor-Treasurer’s Office Financial Services Division is charged with the responsibility of preparing a periodic investment
report, including a management summary that provides an analysis of the status of the current investment portfolio and the
individual transactions executed over the last period in the County’s Financial Reports. Reports will include listing of individual
securities held at the end of the reporting period, name of broker agent, listing of investments by maturity date, yield, percentage
of the total portfolio which each type of investment represents, gains or losses mark to market of all securities and other
information as requested by the Budget Committee.

B. PERFORMANCE TARGETS
The investment portfolio will be designed to obtain a market average rate of return during budgetary and economic cycles, taking
into account the County’s investment risk constraints and cash flow needs. The County will have at least 98% of its cash funds
earning interest or on deposit to reduce bank fees. The investment portfolio will be structured to meet specific criteria addressing

safety, liquidity and yield.

The County’s investment strategy is conservative. The Budget Committee, based on appropriate current indexes and yields
reported by similar entities with similar restrictions on investments, will review whether market yields are being achieved.

VIIl. INVESTMENT POLICY ADOPTION
The County’s Investment Policy shall be adopted by resolution of the County Board. The policy shall be reviewed on an annual basis
by the Budget Committee and any modifications made thereto must be approved by the County Board.
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LONG-TERM FINANCIAL PLANNING POLICY STATEMENT OF PURPOSE

The purpose of this policy is to ensure the County’s on-going financial sustainability beyond a single fiscal year budget cycle in light
of the County’s long-term service vision and objectives. Financial sustainability is defined as the County’s long-term financial
performance and positioning where planned long-term service and infrastructure levels and standards are met without unplanned
increases in rates or disruptive cuts to services. This policy is intended to describe particular elements or aspects of such long-term
planning programs within the County and to memorialize this financial practice into a formal policy.

SCOPE
This policy is applicable County-wide.

LONG-TERM FINANCIAL PLAN

The County will maintain long-term fiscal solvency by identifying significant future expenses, liabilities, problems and resources that
are not included or recognized in the annual budget.

A. COMMITMENT TO LONG-TERM FINANCIAL PLANNING

The Long-Term Financial Plan (LTFP) process evaluates known internal and external issues impacting the County’s financial
condition. Such issues are identified, presented, and mitigated when and where possible. The process begins by identifying critical
areas which have, or are expected to have, an impact on the financial condition of the County over the next three years. Once the
issues are identified, specific goals and objectives are developed for each structural deficiency. The LTFP is a constantly changing
and moving document which will be routinely updated and presented on a rolling basis. The LTFP will be completed prior to the
start of the budget process, and is intended to help the County achieve the following:

(1) Ensure the County can attain and maintain financial sustainability;

(2) Ensure the County has sufficient long-term information to guide financial decisions;

(3) Ensure the County has sufficient resources to provide programs and services for citizens;

(4) Ensure potential risks to on-going operations are identified in the long-term financial planning process and communicated on
a regular basis; and

(5) Identify changes in expenditures or revenue structures needed to deliver services or to meet the goals adopted by the County
Board.

(6) Recognize that the County may need to adapt after consideration of outside forces and changing economic conditions.

B. SCOPE OF THE PLAN

1. COMPREHENSIVE ANALYSIS
The LTFP will provide meaningful analysis of key trends and conditions, including, but not limited to, the following:
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Analysis of the affordability of current services, projects, and obligations:

An analysis of the County’s environment in order to anticipate changes that could impact the County’s services or
financial objectives.

Revenue and expenditure projections, including the financial sustainability of current service levels over a multi-year
period.

The affordability of current debt relative to affordability ratios prescribed by County policy or State law.

The affordability of maintaining and replacing the County’s current capital assets (e.g., buildings, infrastructure).
The ability to maintain reserves within the target ranges prescribed by County policy over a multi-year period.

The impact of non-current liabilities on the County’s financial position.

Analysis of the affordability of anticipated service expansions or investments in new assets:

The operating costs of any new initiatives, projects, or expansion of services where funding has been identified
through alternative sources or adopted or approved by the County Board through other actions. Service delivery of
administrative services and functions shall be included to the extent needed proportionately with the expansion of
other services.

The affordability of the County’s long-term Capital Improvements Plan (CIP), including operating and maintenance
costs for new assets.

The affordability of other master plans that call for significant financial investment by the County.

Synthesis of the above to present the County’s financial position:

A clear presentation of the resources needed to accomplish the capital improvements identified in the County’s CIP
and to maintain existing capital assets.

A clear presentation of the resources needed to maintain existing services at their present level in addition to the
expansion of services as may have been identified through the analysis described above.

Identification of the imbalances between the County’s current direction and the conditions needed for continued
financial health.

2. SOLUTION-ORIENTED
The LTFP will identify issues that may challenge the continued financial health of the County, and the plan will identify
possible solutions to those challenges. Planning decisions shall be made primarily from a long-term perspective, and structural
balance is the overarching goal of the planning process.

C. NON-CURRENT LIABILITIES
The LTFP will address strategies for ensuring that the County’s long-term liabilities remain affordable. The County Board
supports efforts to ensure that critical long-term liabilities like debt service, asset maintenance, pensions, and other post-
employment benefits remain affordable.
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V. LONG-TERM FINANCIAL PLANNING POLICY ADOPTION
The County’s Long-Term Financial Planning Policy shall be adopted by resolution of the County Board. The policy shall be reviewed
on an annual basis by the Budget Committee and any modifications made thereto must be approved by the County Board.
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REVENUE POLICY STATEMENT OF PURPOSE
The objective of this policy is to provide guidelines for revenue goals and estimates, and to guide the County in the administration of
user fees.

SCOPE
This Revenue Policy applies to all revenues collected by the County unless otherwise stated.

REVENUE GOALS

A

DIVERSIFICATION AND STABILIZATION
The County will maintain a stable and diverse revenue system to shelter programs and services from short-term fluctuations in any
single revenue source.

. EQUITY

Funding is derived from a fair, equitable, and adequate resource base, while minimizing tax differential burdens. Services having a
County-wide benefit shall be financed with revenue sources generated from a broad base, such as property taxes and state aids.
Services where the customer determines the use shall be financed with user fees, charges, and assessments related to the level of
service provided to the individual in relation to the generalized benefit to society as a whole.

COLLECTIONS
The County will monitor all taxes for timely and accurate collections. The annual level of uncollected property taxes will
generally not exceed three percent within the fiscal year of the levy.

NON-RECURRING AND VOLATILE REVENUES

A

USE OF ONE-TIME REVENUES

One-time (non-recurring) revenues should be used only for one-time expenditures and not for ongoing expenditures, as they
cannot be relied upon in future budget years. Appropriate uses of one-time revenues include early debt retirement, highway
infrastructure, capital expenditures that will reduce operating costs, information technology projects that will improve efficiency,
and special projects that will not incur on-going operating costs.

USE OF VOLATILE REVENUES

The County recognizes that certain annual revenues vary greatly in amount, such as interest earnings. It is not prudent to rely on
interest revenues to fund operations. At a minimum, any interest earnings that exceed the average annual earnings over the last
five years should be used for one-time expenditures or to increase reserves. Other volatile revenues shall be managed in a similar
manner.

Adopted November 12, 2013
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VI.

VII.

NEW REVENUES AND CHANGES TO REVENUES

The County shall seek means to expand its revenue portfolio to decrease reliance on traditional revenues and to relieve financial
pressure, either by implementing entirely new revenue sources or making changes to existing ones to increase their yield. When
implementing a new revenue source, or changing an existing source, the County will consider the following features:

(1) Stability of the tax source over its expected life.

(2) Suitability to the program or purpose it is intended to fund.

(3) Fair distribution of revenue burden as measured by ability to pay, the benefits received, or the community’s definition of the fair
share of the revenue burden.

(4) Acceptability to the community.

(5) Impact on economic competitiveness relative to other communities.

(6) The cost of administering a tax or fee in relation to revenues collected.

(7) Effect on private economic decisions.

ESTIMATES OF REVENUES

A. FORECASTING PHILOSOPHY
In general, the County shall take an objective approach in forecasting revenues. In contrast to a conservative approach, where
revenues are often underestimated, the County shall strive to accurately forecast revenue sources, including likelihood of
collection. This process will allow the County to create a balanced budget and provide a full range of services to constituents.

The County is aware, however, that forecasting errors may result in revenue shortfalls. At the beginning of each Long-Term
Financial Planning and Budget cycle, the County shall examine revenue forecasting over the previous cycles to determine where
adjustments to this approach may need to be made.

B. MULTI-YEAR FORECASTS
To emphasize and facilitate the Long-Term Financial Plan (LTFP) process, the County, as part of the LTFP, will maintain broad

projections of revenues for the succeeding three years.

EARMARKING

The County recognizes that generally accepted accounting principles (GAAP) for state and local governments discourage the
earmarking of general revenues, and accordingly, the practice of designating general revenues for specific programs should be
minimized in the County’s management of its fiscal affairs.

Adopted November 12, 2013
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VIII.

Approval of the following revenue distribution policy does not prevent the County Board from directing general resources to other
functions and programs as necessary:

e The County recognizes the volatility of County Program Aid, and its unreliability as an offset to operating expenditures. In
general, the County shall direct County Program Aid funds towards capital improvements.

PROPERTY TAXES

The County will maintain sound appraisal procedures to keep property values current. The assessor will value property at market
value, as mandated by Minn. Stat. § 273.11. The year-to-year increase of actual revenue from property taxes will be kept as low as
practicable.

GRANTS

The County will seek out, apply for, and effectively administer federal, state, and other grants that address the County Board’s
priorities and policy objectives and provide a positive benefit to the County. Before any new grant above $50,000 is pursued, staff
shall provide a detailed analysis to the County Board that addresses the immediate and long-term costs and benefits to the County.
Prior to acceptance of grant funding, an evaluation of the grant must determine the following:

(1) The grant purpose is compatible with County program objectives.

(2) The benefits provided by the grant exceed the cost of administration.

(3) The grant does not commit the County to long-term tax funded expenditures after the completion of the grant period. All such
services, programs, or positions funded by the grant shall cease at the end of the grant period unless approved for continuance by
the County Board.

USER FEES

It is the County Board’s policy to set user fees at full cost recovery levels, except where a greater public benefit is demonstrated to the
satisfaction of the County Board, when the beneficiary has an inability to pay (i.e., public assistance programs), or when it is not cost

effective to do so. A consistent approach to setting user fees is necessary to protect and anticipate these important revenue sources, as

well as to ensure that the necessary information is available to enable decisions regarding user fees.

Each good or service provided by the County may be classified into one of four categories. Each category identifies different levels of
individual and societal benefits received. User fees are appropriate for goods and services that are classified as either (1), (2), or (3)
below. The categories for goods and services are

(1) Non tax-supported,
(2) Partially tax-supported,
(3) Licenses, permits, and approvals, and

Adopted November 12, 2013
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(4) Fully tax-supported.

Every service supported by user fees or charges will be analyzed a minimum of every three years to determine the net cost of
providing the service. Net cost will be determined by identifying all revenues generated or attributed to the service and subtracting all
cost elements (direct and indirect expenditures, capital outlays and other one-time expenditures). The resulting figure will be level of
subsidy, which the County Board will use as a basis for determining user fee increases or decreases.

If it is determined that there is a net cost to providing the service, the County Board may raise user fees to achieve full cost recovery,
unless it is decided that the subsidy should be maintained. Additional information may be necessary to aid in the decision as to
whether or not a service should be subsidized (public benefit, cost-effectiveness, etc.). User fees are only appropriate where the
County is willing and able to exclude customers for non-payment in a way that is both legally and administratively feasible, as well as
socially desirable.

A. GOALS OF USER FEES
The following general concepts will be used in developing, implementing, or maintaining service charges:

(1) Revenues should not exceed the reasonable cost of providing the service.

(2) Cost recovery goals should be based on the total cost of delivering the service, including direct costs, departmental
administration costs, and organization-wide support costs such as financial services, human resources, information
technology, vehicle maintenance, insurance, etc.

(3) The method of assessing and collecting fees should be as simple as possible in order to reduce the administrative cost of
collection.

(4) Rate structures should be sensitive to the “market” for similar services as well as to smaller, infrequent users of the service.

(5) A unified approach should be used in determining cost recovery levels for various programs.

B. COST RECOVERY

1. COST RECOVERY LEVELS
In setting user fees and cost recovery levels, the following factors will be considered:

(1) Community-wide versus special benefit.

(2) Service recipient versus service driver.

(3) Effect of pricing on the demand for services.

(4) Feasibility of collection and recovery.

(5) Federal or State mandate.

(6) Ability of recipients to pay for the cost of the benefit incurred in the delivery of the service

Adopted November 12, 2013
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a. FACTORS FAVORING LOW COST RECOVERY LEVELS

Very low cost recovery levels are appropriate under the following circumstances:

(1) There is no intended relationship between the amount paid and the benefit received.

(2) Collecting fees is not cost-effective or will significantly impact the efficient delivery of the service.

(3) There is no intent to limit the use of the service.

(4) The service is non-recurring, generally delivered on a “peak demand” or emergency basis, cannot reasonably be
planned for on an individual basis, and is not readily available from a private sector source.

(5) Collecting fees would discourage compliance with regulatory requirements and adherence is primarily self-identified,
and as such, failure to comply would not be readily detected by the County.

(6) An overarching purpose of the program is to benefit a low-income recipient.

FACTORS FAVORING HIGH COST RECOVERY LEVELS
The use of service charges as a major source of funding service levels is especially appropriate under the following
circumstances:

(1) The service is similar to services provided through the private sector.

(2) Other private or public sector alternatives could or do exist for the delivery of the service.

(3) For equity or demand management purposes, it is intended that there be a direct relationship between the amount paid
and the level and cost of the service received.

(4) The use of the service is specifically discouraged.

(5) The service is regulatory in nature and voluntary compliance is not expected to be the primary method of detecting
failure to meet regulatory requirements.

2. LOW COST RECOVERY SERVICES
Based on criteria set above, the following types of services should have very low cost recovery goals. In selected
circumstances, there may be specific activities within the broad scope of services provided that should have user charges
associated with them. However, the primary source of funding for the operation as a whole should be general-purpose
revenues, not user fees.

(1) Delivering public safety emergency response services in instances where a bona fide or immediate threat to safety or

property exists.

(2) Maintaining and developing public infrastructure that is provided on a uniform, community-wide basis such as highways,

parks and general-purpose buildings.

(3) Providing social service programs and economic development activities.

Adopted November 12, 2013
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3. HIGH COST RECOVERY SERVICES
Cost recovery levels for the following services should generally be very high. In most instances, the County’s cost recovery
goal should be 100%. However, in charging high cost recovery levels, the County needs to clearly establish and articulate
standards for its performance in reviewing developer applications to ensure that there is “value for cost.”

4. COMPARABILITY WITH OTHER COUNTIES
In setting user fees, the County will review fees charged by other agencies. Surveying the comparability of the County’s fees
to other counties provides useful background information in setting fees for several reasons:

(1) They reflect the “market” for these fees and can assist in assessing the reasonableness of the County’s fees.
(2) If prudently analyzed, they can serve as a benchmark for how cost-effectively the County provides its services.

However, fee surveys should never be the sole or primary criteria in setting County fees as there are many factors that affect
how and why other governments have set their fees at their levels.

C. REVIEW OF FEES
Fees will be reviewed and updated on an ongoing basis to ensure that they keep pace with changes in the cost-of-living as well as
changes in methods or levels of service delivery.

In implementing this goal, a comprehensive analysis of County costs and fees should be made at least every three years. Fees may
be adjusted during the interim period based on supplemental analysis whenever there have been significant changes in the method,
level, or cost of service delivery. All fees will be approved by the County Board prior to implementation, and reviewed and
approved annually as part of the Budget process.

XI. CONTRACTED SERVICES
When contracting to provide services for other organizations or governmental activities, or acting as a fiscal agent for another entity,
the County shall establish fees at full cost recovery levels plus a margin. Full cost recovery may include items such as

(1) Compensation (includes wages, taxes, and fringe benefits),

(2) Other direct costs, such as supplies and materials,

(3) Internal indirect service costs (such as Finance, IT, Administration, or Human Resources, depreciation, and debt service),
(4) Potential for increases in unemployment or worker’s compensation costs, and

(5) Any other know or approximated costs.

Adopted November 12, 2013
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XIlI.

X1,

This method of charging for services more closely resembles that of the private sector. In doing so, it promotes an equal opportunity
between potential public and private service offerings.

An exception to this policy would be where a greater public benefit is demonstrated to the satisfaction of the County Board by
lowering the fee. These exceptions may be services of a similar nature as those deemed by the County as “low cost recovery services.”
The County may choose not to recover all costs, but it should identify such costs. Reasons for not recovering full costs should be
identified and explained.

REVENUE RECOGNITION
For governmental-type funds, the County will recognize (record) all revenues received within 60 days after year end (that relate to
prior year services) as revenues for the prior fiscal year.

REVENUE POLICY ADOPTION
The County’s Revenue Policy shall be adopted by resolution of the County Board. The policy shall be reviewed on an annual basis by
the Budget Committee and any modifications made thereto must be approved by the County Board.

Adopted November 12, 2013
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HISTORICAL LEVY SUMMARY

Crow Wing County has been very dedicated in
managing the County’s property tax levy funding
needs over the last seven years.

In the last seven years the County’s property tax
levy growth has increased by a total of 4.50%, from
533,169,882 in 2007 to a preliminary levy of
S34,660,859 in 2014. This equates to an annual
increase of less than 1% per year for this seven year
period.
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PROPERTY TAX LEVY AMOUNTS AND
PERCENTAGE INCREASE/(DECREASE)
Last 10 years
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Levy %
Year Levy Inc /(Dec)
2005 28,010,646 34.64%
2006 31,321,860 11.82%
2007 33,169,882 5.90%
2008 34,165,859 3.00%
2009 35,183,775 2.98%
2010 36,221,696 2.95%
2011 35,721,696 (1.38%)
2012 34,876,657 (2.37%)
2013 34,737,542 (0.40%)

2014 34,660,859 (0.22%)
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Where the property tax portion of county revenue goes:
Property Tax = $34,660,859

Capital Projects
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HISTORY OF COUNTY LEVY
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ESTIMATED MARKET VALUES

For taxes payable in 2010, property estimated market
values started to show a decline. This trend has
continued into 2014 during this economic downturn and
as a result has negative impacts on the County’s tax rate.

The County tax rate in 2013 and 2014 estimated is
34.342% and 35.259%, respectively. This increase in tax
rate for 2014 is attributed to the estimated market value
decline of (2.82%) in 2014.

However, in 2013 Crow Wing County’s tax rate was
ranked 9" lowest out of 87 counties.
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ESTIMATED MARKET VALUE & NEW CONSTRUCTION
Last 10 years actual
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Total Estimated Total New % of New
Pay Year Market Value % Inc/(Dec) Construction % Inc/(Dec) Construction
2005 7,973,404,600 14.06 192,942,100 (0.43) 2.42
2006 9,074,443,000 13.81 228,656,500 18.51 2.52
2007 10,486,477,900 15.56 252,129,300 10.27 2.40
2008 11,783,979,800 12.37 225,460,000 (10.58) 1.91
2009 12,139,755,500 3.02 204,906,600 (9.12) 1.69
2010 12,132,192,400 (0.06) 135,995,300 (33.63) 1.12
2011 11,293,750,900 (6.91) 63,876,400 (53.03) 0.57
2012 10,493,562,300 (7.09) 57,131,200 (10.56) 0.54
2013 9,875,320,400 (5.89) 55,626,800 (2.63) 0.56
2014 9,596,767,900 (2.82) 62,872,500 13.03 0.66

15,000,000,000

10,000,000,000 |
B Total Estimated
5,000,000,000 Market Value
0
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2014 BUDGET SUMMARY

Crow Wing County’s fiscal year 2014 budget
continues to reflect the County Board’s desire for a
fiscally responsible budget and levy. The financial

stability of t
previously a

ne County’s operations, as well as
oproved initiatives and regulations

were also ta

ken into consideration.

The 2014 budget is $70,762,853 with a levy of
$34,660,859 or a 0.22% levy decrease from 2013.
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2014 CROW WING COUNTY BUDGET AND LEVY BY FUND (Excludes Unorganized Townships)

Governmental . Transfer Fund Bal.
Expenditures Non-Levy Revenues Property Tax Levy .
Funds Only in/(Out) Change
% Chg vs. % Chg vs. % Chg vs.
2013 2013 2013

General 26,380,939 2.68% | 7,546,143 5.04% | 18,622,229 1.95% | 29,078 | (183,489
Highway 13,438,909 | 31.98% | 7,860,807 | 4.63% | 3,826,797 | (1.10%) 1,000 | (1,750,305)
g;’rrcir?e”s”'ty 20,953,123 | (1.85%) | 14,163,458 | (9.94%) | 6,218,165 | (3.88%) (571,500)
Debt Service 5,204,106 | (43.35%) 94,5522 | (3.61%) | 5,094,801 | 19.56% (14,783)
Capital Projects 3,083,034 | 84.88% | 2,270,989 | 23.95% | 898,867 | (51.97%) 86,822
?Nogi_\ll;/iztf?”) 808,635 | (10.50%) | 1,062,500 1.24% (40,000) 213,865
E:abr::g;amngnt 836,378 | (16.72%) 778,450 |  (3.99%) (58,428)
gg@i"mmental 57,229 | (8.03%) 77,302 | (0.26%) 20,073
Totals 70,762,853 | (1.02%) | 33,854,171 | (1.28%) | 34,660,859 | (0.22%)| (9,922) | (2,257,745)
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2013 2014
CROW WING COUNTY BUDGET BUDGET $ INC./(DEC.) % INC./(DEC.)
REVENUES
LEVY (PROPERTY TAXES & AIDS) $ 34,737,542 S 34,660,859 S (76,683) (0.2%)
OTHER TAXES 1,420,368 1,329,047 (91,321) (6.4%)
FEDERAL GRANTS 8,796,683 8,881,094 84,411 1.0%
STATE GENERAL PURPOSE AID 2,450,138 2,997,486 547,348 22.3%
STATE CATEGORICAL AID - (HWY) 5,746,814 5,989,047 242,233 4.2%
STATE GRANTS 4,821,259 5,046,209 224,950 4.7%
CHARGES FOR SERVICES 6,077,997 6,177,719 99,722 1.6%
MISCELLANEOUS 4,977,436 3,433,569 (1,543,867) (31.0%)
TOTAL REVENUES $ 69,028,237 $ 68,515,030 $  (513,207) (0.7%)

*Levy: (0.2%)

*Other Taxes: Tax Forfeited Settlement ($120k), Deed Tax & Mortgage Reg. $10k

*State General Purpose Aid: County Program Aid $474k, Supplemental homestead $28k
*State Categorical Aid — (Hwy): Highway Construction $242k
*State Grants: Community Services $205k, PLM & Parks $136k

*Charges for Services: Timber Permit ($120k), Out of County Holds $155k,
Recording Fee $52k, E911 Fee $19k

*Miscellaneous: Community Services (§276k), SCHA final payment ($1.34m), PLM $65k
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Where county revenue comes from:
Total Revenue =$68,515,030
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2013 2014

CROW WING COUNTY BUDGET BUDGET $ INC./(DEC.) % INC./(DEC.)

EXPENDITURES
PUBLIC AID ASSISTANCE $ 8386503 $ 7,613,920 S  (772,583) (9.2%)
PERSONNEL SERVICES 33,023,034 34,257,513 1,234,479 3.7%
SERVICES & CHARGES 11,941,688 15,120,253 3,178,565 26.6%
SUPPLIES & MATERIALS 3,589,820 3,412,388 (177,432) (4.9%)
CAPITAL OUTLAY 2,025,606 3,538,747 1,513,141 74.7%
DEBT SERVICES 9,306,647 5,323,656 (3,982,991) (42.8%)
OTHER EXPENDITURES 1,774,333 1,496,376 (277,957) (15.7%)

TOTAL EXPENDITURES $ 70,047,631 $ 70,762,853 $ 715222 1.0%

*Public Aid Assistance: Community Services ($532k)

*Personnel Services: Salaries & Wages 1.1% - §273k, Health & Dental (Retiree & Active)
17.5% - $871k, PERA 1.9% - $37k, FICA /Medicare 0.9% - $15k, Other Employee Costs —
6.9% - $39k

*Services & Charges: Highway Construction $3.1m, Facilities ($617k)

*Supplies & Materials: Elections $68k, Community Services $101k, 800 MHz ($100k)
*Capital Outlay: Capital Improvement Plan $1.8m

*Debt Services: Principal (§2.9m), Interest ($1m), Issuance Costs ($128k)

*Other Expenditures: Tax Forfeited Settlement ($181k), Solid Waste Non-Landfill
Appropriation ($58k), Appropriations (§40k) 78



Where the county expends funds:
Total Expenditures=$70,762,853
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General Fund Appropriations 2013 Budget 2014 Budget 2013-2014 % Change

Kitchigami Regional Library (MOE Statutorily
Required) $529,002

CMCC Field Services Apportionment (Joint Powers) 300,877
Brainerd - Crow Wing County Airport (Joint Powers) 157,000
City of Brainerd — Transportation (Joint Powers) 28,874
Mississippi Headwaters Board (Joint Powers) 1,500
Cuyuna Range Economic Development, Inc. 20,300
Brainerd Lakes Area Development Corp 44,750
Initiative Foundation 14,534
Brainerd Lakes Area Chambers 3,000
Cuyuna Range Chamber 1,000
Nisswa Chamber of Commerce 720
The Center 20,000
Crow Wing County Composite Squadron 2,000
Crow Wing County Fair Association 7,500
Crow Wing County Historical Society 31,500

Crow Wing County Soil Survey 25,000

Total Appropriation Requests $1,187,557

$509,127
300,877
157,000
28,874
1,500
20,300
44,750
14,534
3,000
1,000
685

0

2,000
7,500
31,500

25,000

$1,147,647

(3.8%)
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

(4.9%)

(100.0%)
0.0%
0.0%
0.0%
0.0%

(3.4%)



REVENUES, EXPENDITURES &
CHANGE IN FUND BALANCE

Historical Actual Data Compiled from the
County’s Comprehensive Annual Finance Report
(CAFR)

Governmental Funds Including

Unorganized Townships

8 Years Actual &
2 Years Budgeted
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HISTORICAL TRENDING SUMMARY

Total County expenditures has fluctuated over the last 10 years. The most
significant variance is due to the timing of spending on capital projects.

In 2004, Crow Wing County bonded for the construction of facilities. This
accounts for the sharp increase in expenditures during the construction
period of 2005-2006. At this time the County spent down the Capital
Improvement and Jail Bond proceeds as reflected on the next page. The
2005-2012 data was compiled from the County’s audited financial
statements.

Since 2007, expenditures remain relatively flat as major capital projects
slowed and operational spending was managed to flatten growth. In
2012, capital outlays increased to reflect the 800 MHz Public Safety radio
system and the S11 million land purchase for the Mississippi Northwoods
project.

In 2013, the County refinanced its building construction debt and infused
an additional S5 million in cash reserves to reduce the term by 5 years and
save an estimated S5 million on the interest costs.

The 2014 budget shows an increase in expenditures due to Highway
construction.
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REVENUES, EXPENDITURES & CHANGE IN FUND BALANCE
Governmental Funds Including Unorganized Townships
8 Years Actual & 2 Years Budgeted

Excess of
Revenues Total Other Net Change
Total Total Over (under) Financing In
Year Revenues Expenditures Expenditures Sources/(Uses) Fund Balance
2005 CAFR* 61,751,794 90,168,625 (28,416,831) 233,935 (28,182,896)
2006 CAFR 65,642,009 74,931,051 (9,289,042) 3,216,226 (6,072,816)
2007 CAFR 69,285,022 68,507,071 777,951 14,604 792,555
2008 CAFR 73,449,003 70,653,684 2,795,319 202,558 2,997,877
2009 CAFR 68,431,522 70,061,331 (1,629,809) 3,476,223 1,846,414
2010 CAFR 72,851,155 71,296,301 1,554,854 1,656,047 3,210,901
2011 CAFR 69,802,150 65,372,628 4,429,522 (205,688) 4,223,834
2012 CAFR 81,675,281 79,137,833 2,537,448 (232,085) 2,305,363
2013 Budget 69,801,367 70,869,501 (1,068,134) (117,518) (1,185,652)
2014 Budget 69,321,255 71,603,780 (2,282,525) (9,922) (2,292,447)

*CAFR stands for Comprehensive Annual Financial Report data.
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REVENUES BY TYPE

Governmental Funds including unorganized townships
Last 8 years actual & 2 years budgeted
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*CAFR stands for Comprehensive Annual Financial Report data.

Intergovernmental Other Total

Year Taxes Revenues Revenues Revenues
2005 CAFR* 26,515,870 22,698,458 12,537,466 61,751,794
2006 CAFR 29,914,424 21,479,244 14,248,341 65,642,009
2007 CAFR 32,513,013 23,592,755 13,179,254 69,285,022
2008 CAFR 32,954,120 27,121,712 13,373,171 73,449,003
2009 CAFR 34,097,022 23,908,450 10,426,050 68,431,522
2010 CAFR 35,641,804 26,628,793 10,580,558 72,851,155
2011 CAFR 35,501,017 23,389,156 10,911,977 69,802,150
2012 CAFR 36,054,509 34,811,026 10,809,746 81,675,281
2013 Budget 36,318,040 22,024,485 11,458,842 69,801,367
2014 Budget 36,166,513 23,132,574 10,022,168 69,321,255
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REVENUES BY TYPE (continued)
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*Between 2007-2014 taxes have remain
fairly stable after the sharp increase in the
mid-2000'’s.

A continual significant challenge for the
County is that Intergovernmental
Revenues in 2014 of $23,132,574 remain
ultimately at the same level as the
$22,698,458 received in 2005. (red bar)

* Federal grant increases in 2008-2010
helped offset some of the States grant and
aid decrease during that time. This trend
did not continue into 2011.

°|ln 2011, the State also cut Market Value
Credit.

*In 2012, $11 million of State grant funding
provided 100% of the funding for the land
purchase needs of the Mississippi
Northwoods project.

* County charges for services, interest
income, and other miscellaneous revenues
took a significant decline around 2008 and

2009 and has not recovered since.



EXPENDITURE BY TYPE

Governmental Funds including unorganized townships
Last 8 years actual & 2 years budgeted

*CAFR stands for Comprehensive Annual Financial Report data.

Highway Fund Total
Year Operations Infrastructure Capital Outlays Debt Service Expenditures
2005 CAFR* 46,156,572 6,072,459 33,701,146 4,238,448 90,168,625
2006 CAFR 50,189,343 3,558,945 15,294,595 5,888,168 74,931,051
2007 CAFR 54,827,343 5,741,866 1,994,898 5,942,964 68,507,071
2008 CAFR 56,961,705 6,594,494 1,133,905 5,963,580 70,653,684
2009 CAFR 52,610,159 9,155,418 664,806 7,630,948 70,061,331
2010 CAFR 53,715,324 9,005,419 885,952 7,689,606 71,296,301
2011 CAFR 54,507,295 4,176,034 1,042,045 5,647,254 65,372,628
2012 CAFR 53,072,221 6,396,242 13,993,043 5,676,327 79,137,833
2013 Budget 54,252,828 5,242,397 2,067,629 9,306,647 70,869,501
2014 Budget 54,814,280 8,382,810 3,083,034 5,323,656 71,603,780
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*Breaking down expenditures into the
categories of operations, highway

infrastructure, capital outlay, and debt
service, better defines County spending 90,000,000

trends. 80,000,000

100,000,000

eStarting in around 2008, to maintain 70,000,000
flat expenditures, the County created g0 000,000
operational efficiencies through several

significant organizational restructures. >0,000,000
40,000,000
*Capital outlays fluctuate based on the 30,000,000

timing of projects. In 2005, 2006 and
2012 the County had a building project 20,000,000

and a land purchase. 10,000,000

*Highway infrastructure has fluctuated 0
largely based on the available Federal
grant dollars for projects. In 2009 and
2010 the County received historical
highs in Federal highway funding as
part of the American Recovery and
Reinvestment Act of 2009. These funds
were stimulus and one-time in nature.
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°In 2004, the County bonded for the

construction and remodel of facilities. This

explains the higher capital outlay spending 60,000,000
during the construction period of 2005-

2006. (red line) 50.000.000

*|n 2005-2007 the County also experience

higher operational growth as staffing 40,000,000
slightly increased at this time.

Additionally, the increase in square

footage also attributed to the growth in 30,000,000
operational spending.

|n 2012, the county received $11 million 20,000,000

in Legacy funding from the State to acquire
land for the Mississippi Northwoods 10,000,000
project. (red line)

*Operational spending in 2009-2014 0
remained relatively flat (blue line). A

reduction in the County’s workforce was

needed to accomplish overall flat

operational expenditures. The County is a

very service based organization.

Approximately 50% of the total budgeted

expenditures are related to human capital.
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OPERATING EXPENDITURES
BREAKDOWN BY FUNCTION

(Excludes: Highway Infrastructure, Capital
Outlays, and Debt Service)

Governmental Funds including
unorganized townships
Last 8 years actual & 2 years
budgeted



OPERATING EXPENDITURES BREAKDOWN BY FUNCTION
Governmental Funds including unorganized townships
Last 8 years actual & 2 years budgeted

Highways

General Public and Human

Year Government Safety Streets Sanitation Services
2005 CAFR* 10,774,790 9,438,583 3,918,388 17,859,379
2006 CAFR 12,920,188 10,238,899 4,192,870 18,658,373
2007 CAFR 12,949,412 11,224,627 4,362,027 21,819,741
2008 CAFR 13,655,774 12,124,320 4,772,293 257,754 21,322,603
2009 CAFR 12,454,136 12,091,853 4,467,171 187,580 19,144,184
2010 CAFR 12,003,338 11,773,055 4,718,937 116,827 20,561,887
2011 CAFR 12,159,749 12,661,973 4,883,615 20,298,268
2012 CAFR 12,232,650 11,869,825 5,210,385 19,519,474
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