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Saint Louis County

County Auditor — 100 North 5" Avenue West, Room 214 - Duluth, MN 55802-1293
Phone: (218) 726-2380 Phone - Virginia: (218) 749-7104 Fax: (218)725-5060

Gordon D. McFaul
St. Louis County Auditor

May 21,2003

To:  The Citizens o St. Louis County, Minnesota
The St. Louis County Board of Commissioners
All Other Interested Parties

The Comprehensive Annual Financial Report of St. Louis County is hereby submitted
for the fiscal year ended December 31,2002. This report was prepared by the County
Auditor’'s Accounting and Finance Division. Responsibilityfor both the accuracy of the
presented data and completeness and fairness of the presentation, including all
disclosures, rests with the County. Please note that the County has implemented
GASB Statement 34. Fund statements are still available but the addition of the
government-wide financial statements enables measuring the County as an economic
entity. This report conforms with the Governmental Accounting Standards Board
(GASB) Statement 1 and subsequent statements and interpretations. The report
consists of three main sections:

1. Introductory Section: Includesthis transmittal letter from the County Auditor, the
government's organizational chart, maps of the legislative and commissioner
districts, and a list o principal officials.

2. Financial Section: Includes a new narrative section, Management'’s Discussion
and Analysis (MDA), which provides “financial highlights” and interprets the
financial reports by analyzing trends and explaining changes in the financial data
and discloses any known significant events or decisions that affect the financial
condition of the County. This letter of transmittal is designed to complement the
MDA and should be read in conjunction with it. St. Louis County’s MDA can be
found immediately following the independent auditor‘s report. This section also
includes government-wide financial statements, fund financial statements, notes
to the financial statements, and supplementary data.

3. Statistical Section: Includes data that depicts the financial history of the
government, generally presented for the past ten years, along with information on
overlapping governments, demographics, and miscellaneous information.

We believe the data presented is accurate in all material respects, that its presentation
fairly sets forth the County’s financial position and results of operations as measured by
the financial activity of its various funds. We believe further that all disclosures
necessary for the reader to gain maximum understanding of the County’s financial
affairs have been included.

An Equal Opportunity Employer



The St. Louis County Housing and Redevelopment Authority (HRA) is included in
the report as a blended component unit. The HRA Board is composed of the
County Board members. The financial transactions of the HRA flow through the
County’s accounting system.

Copies of this report will be sent to elected officials, County management, bond
rating agencies, nationally recognized municipal securities information
repositories, financial institutions, governmental agencies, and others that have
expressed an interest in St. Louis County’s financial affairs.

Governmental Organization and Services

The St. Louis County Board of Commissioners consists df seven commissioners
elected from the seven districts in the County. All commissioners serve
overlapping four-year terms of office. Each member of the County Board serves
on various committees. The major committees are Health and Social Services,
Environment and Natural Resources, Public Works and Transportation, Finance
and Budget, Central Management and Inter-Governmental, Public Safety, and
Corrections.

The Board appoints the County Administrator who is the chief administrative
officer of the County and is responsible for the administration of Board policy and
for the management of various County divisions and departments. The County
Attorney, the County Auditor, and the Sheriff are elected officials; the Court
Administrator is appointed by the Judiciary.

The County provides a full range of services contemplated by statute. These
services include public safety, public works, health, judicial, cultural, and human
services; maintenance of property records, vital statistics, issuance of various
permits and licenses; and the administration of property tax assessment,
collection, and distribution for local governments within the County.

Economic Condition and Outlook

Located in Northern Minnesota, St. Louis County is the largest county east of the
Mississippi, covering 7,092 square miles from Orr to Duluth and from Hibbing to
Ely. St. Louis County is known for its spectacular natural beauty, including a
national forest and a national park, the Boundary Waters Canoe Area, four state
parks, and 500 lakes. This County is the home of 200,000 people scattered
throughout the area in small mining towns, farm communities, and in busy cities
which serve as regional hubs. The major industries in the County are mining,
wood and paper products, shipping and transportation, health care, and tourism.

Duluth is the County Seat of St. Louis County and is the largest city within the
northern two-thirds of Minnesota, with its city limits encompassing 67 square



miles of land and nearly 50 square miles of water. The major industriesin Duluth
are its porttrade, its health care facilities, tourism, and aviation.

The Iron Range is the northern portion of the County, and includes the cities of
Virginia, Hibbing, Ely, Tower, Chisholm, Babbitt, Eveleth, and others.

St. Louis County has museums, libraries, theaters, a waterfront boardwalk, and
limitless recreation, including boating, fishing, skiing, scholastic sports, and arts
presentations. Education is a top priority, with excellent public and private
schools and opportunities for higher education at several public and private
colleges.

The County has an abundant, high quality workforce and has diversified its
economy in the last ten years. It offers governmental and educational services
and has gained status as a regional retail center. Tourists and residents alike
appreciate the low crime rate in the County, as well as the richness and
abundance of the man-made and natural attractions.

St. Louis County has three large health care delivery systems: CareNorth Health
System, St. Mary's/Duluth Clinic Health System (SMDC), and Fairview Range
Regional Health Services.

CareNorth Health System is a full-service network of independent health care
providers. Formed in 1997, CareNorth’'s independent entities — Northstar
Physicians, Northland Medical Associates, and St. Luke’s Hospital and Regional
Trauma Center — each provide a different level of health care for Duluth and
Northeastern Minnesota.

SMDC was also formed in 1997 by combining the resources of the region’s
largest multi-specialty clinic with those of the region’s largest and most
specialized hospital. SMDC  serves Duluth, Northeastern Minnesota,
Northwestern Wisconsin, and Upper Michigan.

The Fairview Range Regional Health Services is an umbrella health organization
with three divisions operating in the Iron Range areas: the Mesabi Clinic
(Hibbing, Chisholm, Nashwauk, and Mountain Iron), University Medical Center-
Mesabi, and HealthLine's home health care services. The University Medical
Center-Mesabi Radiation Therapy Center allows northern Minnesotans access to
state-of-the-art cancer care treatment, and serves patients within a 120-mile
radius of Hibbing.

The County’s population increased slightly between the 1990 census and the
2000 census. The 2000 census population was 200,528, an increase of 1.2%.
The population density is a low 38 people per square mile. The 2002
unemployment rate in St. Louis County was 4.9 percent. This was higher than
the Minnesota rate of 4.4 percent, but lower than the national rate of 5.8 percent.



The latest available figures indicate that the per capita income in the County has
increased 45.7% over a nine-year period, ending in 2000 (the most current
estimate available), when it reached $26,768.

Both the taconite industry and private sectors have shown growth for 2002 that is
expected to continue in 2003. Hotels showed the fastest rate of growth, and
health services added the most jobs. A more detailed outlook of that growth is
presented below. Except as otherwise noted, most information is based on the
Duluth News-Tribune, the Duluth Budgeteer News, and the Range View
publications.

Iron Range Economy

The taconite industry, the mainstay of the Iron Range, saw employment decline
from 5,600 jobs in 2000 to 4,200 jobs in 2001 and to 4,000 jobs in 2002. Even
with the drop in jobs the area is still very dependent on taconite production. Itis
estimated that Iron Range taconite plants pump $1.3 billion into the state
economy each year in the form of purchases, wages and benefits, and taxes
and royalties. The total 2002 Taconite Production Tax assessed the six taconite
plants was $72.8 million. The money was distributed to cities and townships,
school districts, counties, property tax relief for taxpayers and the Iron Range
Resources and Rehabilitation Agency (IRRRA).

Production of taconite pellets declined from 44.9 million tons in 2000 to 31.6
million tons in 2001. Taconite production at the mines recovered in 2002 to 37.5
million tons; an 18.7% increase over 2001. However, National Steel was forced
to file for bankruptcy on March 6, 2002, and did not pay its production taxes due
in 2002.

Tariff protection from foreign steel imports for the next 3 years was enacted by
Congress during 2002 to give the steel industry time to restructure.

The future of Hibbing Taconite, Minntac, Minorca, and the NeorthShore Mining
seems to be stable, at least for the near term. Eveleth Taconite (EVTAC) and
National Steel are less certain. National Steel was recently purchased by United
States Steel, and seems secure for at least a year or two. EVTAC filed for
bankruptcy on May 1 2003, and will shut down on May 15, 2003. Most of their
438 employees will be laid off creating a very uncertain future at best. The
shutdown will also result in 86 railroad jobs being cut by the Duluth Missabi and
Iron Range Railway (DM&IR). EVTAC was the DM&IR's second largest
customer in terms of revenue and its largest in terms of tonnage.

The Iron Range relies on tourism for a portion of its economic support. Outdoor
enthusiasts enjoy golfing, skiing, and hiking in the Superior National Forest,
photographing fall vistas over the Laurentian Divide, hunting for prehistoric
fossils, and watching bald eagles and snowy owls in the wild. Winter brings
skiers, snowboarders, and snowmobilersto the area. More adventurous visitors



love ice fishing in the winter months and they return in the summer for canoeing
and camping in the Boundary Waters Canoe Area. The hotel/motel industry has
flourished on the Iron Range in recentyears, as has the restaurant industry.

Eveleth:

Woodline Manufacturing Inc., completed a 30,000 square-foot expansion that
doubled the existing plant's size and could add up to 40 new positions in the
coming years. The additional space allows Woodline to consolidate its
Wisconsin and Minnesota facilities at the Eveleth site. The expansion helps
retain approximately 50 jobs on the Iron Range. Woodline has been in operation
since 1987 as a producer of wood flooring, wall coverings, hardboard cut stock
and dimension components used in cabinetmaking and other wood products.

Buhl:

The IRRRA approved a $125,000 grant to Forest Health Services toward
demolition of the Mesabi Nursing Home in Buhl and construction of a new $7.4
million, 44-bed nursing home. Construction of a new nursing home would retain
44 full-time jobs, create 25 new full-time jobs and provide work for about 40
construction workers for seven months.

Virginia/Aurora:

Blue Cross Blue Shield of Minnesota opened a claims processing center in
Virginia on June 24, 2002, that employs 150 people. Another similar center
opened January 27,2003, in Aurora and employs 50 people.

Groundbreaking for a $8.2 million Blue Cross Blue Shield of Minnesota customer
service center took place April 21, 2003. The 31,000 square-foot structure will be
built on the existing 16-acre site of the claims processing center Blue Cross Blue
Shield opened June 24, 2002. The buildingwill be completed in December 2003.
An additional 185 jobs will eventually be created by this new customer service
center. By 2005, Blue Cross Blue Shield plans to employ 385 on the Iron Range.

Hibbing:

At an October 2002 meeting, the St. Louis County Board approved a tax
abatement of up to $110,832 in county property taxes to be written off during the
next decade for Reptron Electronics of Hibbing. The tax abatement is in
exchange for a company promise to create 50 new jobs in the next two years
which are to be added to their 465 existingjobs. Reptron is required to keep the
50 additional employees throughout the decade of the agreement or lose the
abatement. However, the agreement has not yet been executed. Reptron laid
off 70 workers in January 2003. This is St. Louis County's first abatement
authority authorized by the Minnesota Legislature for counties to use as an
incentive to create jobs. Reptron manufactures and distributes electronic
components such as circuit boards and semiconductors for original equipment
manufacturers.



Hoyt Lakes:

A 10-member advisory committee has been formed to help promote the
development of a $530 million iron Range copper-nickel mine about 12 miles
south of Babbitt = not far from the former LTV Steel Mining Co. taconite mine in
Hoyt Lakes. Construction of the mine is proposed by Teck Cominco American
Inc., a Canadian-based natural resource company that mines zinc, copper,
molybdenum, gold, and metallurgical coal in the United States. Ore tests and an
experimental closed-loop technique called the CESL Process have convinced
Teck Cominco that an estimated 1 billion tons of copper and nickel can be
profitably mined. The company must secure financing, environmental permits,
community approval, and proof that the CESL process will work on a large scale
before the mining operation can begin. Projections are that the open pit mine
could create 2000 to 2400 jobs with an annual payroll of about $150 million and
operate for up to 50 years.

City of Duluth:

The City of Duluth is St. Louis County’s seat and is the largest city in the northern
two-thirds of Minnesota. Located at the western tip of Lake Superior, its 2000
census populationwas 86,918, an increase of 1.7 percent over the 1990 census.
Duluth is the third-largest city in the state, behind Minneapolisand St. Paul. With
its Wisconsin neighbor, the city of Superior, it shares the Great Lakes’ largest
port and the world’s largest fresh water harbor.

The Port of Duluth-Superiorhad total cargo in 2002 of 39.5 million metric tons, as
comparedto 36.5 in 2001, an 8.3 percent increase. This port is the number one
ore loader nationally, and it is the number one grain loader on the U.S. Great
Lakes.

The Duluth Seaway Port Authority received a $1.2 million federal grant from the
U.S. Commerce Department's Economic Development Administration. The
money will help pay for infrastructure including water lines, natural gas service,
and sewer pipes and roads on 58-60 acres of undeveloped land near the airport.
The undeveloped land neighbors an industrial development called the Airpark
which is home to 36 businesses, employing about 450 people. It is projected the
expansion which will begin in the spring of 2003 will open another 18 to 22 lots
for development.

The American Eagle service operated by American Airlines between Duluth and
Chicago was discontinued December 1, 2002. American Eagle ran three flights
daily between Duluth and Chicago for the past four years. The service was
discontinued by American Airlines due to organizational changes and cost
savings programs.

Groundbreakingfor the $33 million University of Minnesota Duluth (UMD) James
|. Swenson Science Building was held in September 2002. The 89,000 square-



foot building is scheduled to be completed in the spring of 2005. The facility will
house the chemistry and biology departments.

In June 2002, St. Mary’s/Duluth Clinic Health System announced plans for two
major construction projects at its main campus in downtown Duluth. A new $50
million facility will be constructed to provide expanded medical services. The
three story, 200,000 square feet treatment facility will house a cancer center, a
center for digestive diseases and a center for neurological, orthopedic, and
skeletal disorders, and a parking ramp. It is expected to be completed in the
summer of 2004. The project could add as many as 300 new jobs. The second
construction project includes a top floor addition to the main hospital building.
The $25 million, 18,000 square foot addition adds a ninthfloor to the hospital and
will be used to increase the number of intensive care unit beds. SMDC remains
the region’s largest private employer.

Cirrus Design Corp., completed construction of a $5.8 million building, gaining
70,000 square feet of space in the summer of 2002. In 2000, it took Cirrus
workers 6,000 hours to produce a single aircraft, and now it takes 1,900 hours.
In December 2001, Cirrus completed work on just shy of one aircraft per
business day. In June 2002, it completed work on an average of nearly two per
day. Production in their new facility is expected to be three or four airplanes per
day.” The company delivered 108 airplanes between April and June 2002, just
three fewer than Cessna, the nation’s largest manufacturer of four-seat aircratft.

In March 2003, Northwest Airlines announced plans to lay off 158 employees at
the Duluth maintenance base. The base currently employs 386 people. System-
wide, the airline will cut about 4,900 jobs. Northwest projects a 12 percentflying
reduction as a result of the war and plans to idle 20 planes. The reservation
center in Chisholm, which employs nearly 500 people, will not be affected by the
pending cuts.

Hermantown:

A new 110,000 square foot, $5.0 million plus HOM Furniture store opened in
Hermantown in early 2003 employing more than 60 people. The Hermantown
store is in addition to six other HOM stores in the Twin Cities and other smaller
stores in North Dakota, South Dakota, and lowa.

Major Initiatives for the Year

In August 2002, St. Louis County bought the seven-story, 165,000 square-foot
Government Services Center (GSC) building from the State of Minnesota for
$3,052,700. Currently, approximately 400 County employees are located in the
GSC building along with numerous State employees. Eventually, other County
services scattered throughout downtown Duluth will be consolidated in the
Service Center.



The St. Louis County Board loaned the South St. Louis County Fair Association
$330,000 for new grandstands and racetrack lighting at the 100-acre South St.
Louis County Fairgrounds. The interest free loan calls for annual payments in
the amount of $20,000 beginning in 2004 and every year thereafter, until the
$330,000 is paid infull to the County.

In October 2002, the St. Louis County Board passed its first economic
development policy that offers businesses one entry point, the planning
department, to access County services. Its guiding principles promote
cooperation between government and private enterprise, avoiding duplication of
efforts and minimizing property tax increases.

In February 2002, the St. Louis County Board voted to close the Nopeming Care
Center and consolidate its staff and operations at a second county-owned facility,
Chris Jensen Health and Rehabilitation Center in Duluth. Bonds were issued in
September 2002 for $.6 million to cover the remodeling needed at Chris Jensen
Health and Rehabilitation Center to create a secure ward for residents diagnosed
with severe dementia. The ward is being used to accommodate for the loss of
the dementiaward at Nopeming Care Center.

The new Pike Lake Highway Maintenance Facility was dedicated in October
2002. The 83,000 square foot $5.9 million building is named the Richard H.
Hansen Transportation and Public Works Complex. St. Louis County designed,
built, and financed the new building and will lease 29.5% of the facility space to
the State of Minnesota Department of Transportation.

In addition to the Pike Lake Garage, other projects completed in 2002 using 2001
Capital Improvement Bonds proceeds were: roof and window replacement at the
St. Louis County Heritage and Arts Center, Sheriff Rescue Squad and
Emergency Operations Center at Pike Lake, Virginia 911 and Public Works
facility addition, Court Administration filing system, and Virginia and Duluth
Courthouse remodeling and improvements.

The County’s 2003 property tax levy was certified in 2002 at $82,312,645, which
represents a 4.4 percent increase over the 2002 property tax levy. The 2003
levy includes capital and operating expenses, as well as debt service on existing
obligations, but does not include any provisionfor borrowing additional funds.

The estimated market value for property within the County for taxes payable
2002 was $7,561,771,500, and increased to $8,315,406,800 for payable 2003.

Major Initiatives for the Future
Proposed funding cuts by the State of Minnesotato cover its more than $4 billion

budget crisis will have a significant impact on St. Louis County in 2003 and even
more so in 2004. State cuts in funding and cost shifts to the county could exceed
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$15 million for the County. County department heads have been directed to
reduce their budgets for 2003 and 2004 by 10% and the County Board has
imposed a hiring freeze on all departments except those departments that are
operated by an elected official. In addition, departments have also been asked to
cut back on travel and capital expenditures. The potentialfor some layoffs does
exist.

The St. Louis County Heritage and Arts Center (Depot) management board
turned over the operations of the Depot to St. Louis County January 31, 2003.
The County-owned Depot is one of Duluth’s leading tourist attractions. The
management board has a long term loan from the county for $431,344 that is in
jeopardy of being collected. The County issued bonds in 2001 that included $1.2
million for window and roof replacement at the Depot. St. Louis County has
agreed to continue Depot operations month-to-month with a temporary
management company.

In the year 2002, the Iron Range taconite industry distributed $15.2 million in
taconite production tax for the General Fund and the Road and Bridge Fund, and
for its share of a tax credit for homeowners in a legislatively defined area in the
County. The County is expected to receive approximately the same distribution
in 2003, and again in 2004, due to the fact that a portion of the taconite
production tax monies received over the past few years have been set aside and
are now available to be used to fund current year production tax shortfalls. The
County will need to look at methods of replacing taconite monies with other
revenue sources or through reductions in expenditures in 2005 and beyond.

Cities, towns, and school districts in the County received more than $26.6 million
in funding from the taconite production tax.

Financial Information

Financial management of St. Louis County is based on an accounting and
financial reporting system that must provide accurate, timely, and relevant
information. The assets of the County are protected from fraud, errors, and
misuse through the institution of internal controls. Internal controls are designed
to safeguard assets, as well as to insure that accounting data are accurate for
the preparation of financial statements in conformity with generally accepted
accounting principles, and to carry out the County’s policies.

Single Audit — as a recipient of federal and state financial assistance, the County
has established internal controls to ensure compliance with the regulations
applicable to such assistance.

Budget Controls — St. Louis County incorporates budgetary controls which

ensure that County Departments comply with the annual budget adopted by the
Board of County Commissioners. County department budgets are sub-divided
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into agency budgets; agency budgets can be spent on any line item within that
agency so long as the total agency budget is not overspent. However, no public
aid assistance and/or personnel services budget authority may be used for
operations; also, the budgeted number of personnelfor each department may not
be exceeded at any time.

Encumbrance accounting is used to determine availability of funds prior to
incurring a specific obligation and to insure that proper policies and regulations
have been followed. Encumbrances outstanding at year end are reported as
reservations of fund balances. The Capital Project Funds are appropriated by
project and the appropriation continues in effect until the purpose of the project
has been either accomplished or abandoned. All other appropriations which are
not expended or encumbered lapse at year-end.

As demonstrated by the statements and schedules included in the financial
section df this report, St. Louis County continues to meet its responsibility for
sound financial management.

Cash Management

In 2002, the County average investmentyield was 3.20%. 100% of the County’s
funds were invested in U.S. government securities, government agency
securities, commercial paper bankers’ acceptances, certificates of deposit, and
overnight investments with the Minnesota Association of Governments Investing
for Counties (MAGIC), a Minnesotajoint powers investment trust.

The County, in 1995, recognizing that it would be prudent to set aside a cash
reserve to meet unexpected cash flow shortages, began to designate some of its
fund balances for cash flow. A formal policy is in place to guide the designation
of these funds. The County’s goal for the General Fund, the Road and Bridge
Special Revenue Fund, and the Social Services Special Revenue Fund, which
are major operating funds that are supported in part by direct property tax levy, is
to designate a portion of the available fund balances equal to 5/12 of the certified
levy for each fund, plus its proportional share of the homestead and agricultural
aid paid to the County by the State of Minnesota. At December 31, 2002, the
goal was 97.2% accomplished for the General Fund, 70.6% for the Road and
Bridge Fund, and was 66.9% accomplished for the Social Services Fund.

Recognizing the need to pre-fund retirees’ health insurance premiums which are
set aside for the retired employees from their sick leave balances at retirement,
the County began in 1994 to designate 1/9 per year of the amount estimated to
be paid from the General Fund and Special Revenue Funds for those employees
who are eligible to retire immediately. As of December 31, 2002, 100% of the
estimated vested sick leave amount needed was funded.
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In 2000, the County began to designate 1/9 per year of the amount estimated to
be paid for those employees who are not eligible to retire immediately, but
probably will retire from the County for the General Fund and Special Revenue
Funds. As of December 31, 2002, 3/9 of the estimated vesting sick leave
amount neededwas funded.

Enterprise Operations

Enterprise operations include Chris Jensen Health and Rehabilitation Center and
Nopeming Care Center Nursing Homes, Community Foods, Laundry, Supervised
Living Facilities, and the Solid Waste Management Fund. These funds are
meantto be self-supporting and earn their revenue through user charges.

Fiduciary Operations

The County collects and distributes all property taxes for the taxing authorities
within the County, including cities, townships and school districts. It is
responsible for collecting numerous fees, fines, and payroll deductions and for
distributing those funds to third parties. The County participates in the Public
Employees’ Retirement Association, a statewide pension plan, which is
administered by the State of Minnesota. Contributions from both the employee
and the County are forwarded to the State Office. All payments to retired
employees are made by that office.

Capital Improvements

Capital projects started or completed in 2002 and not funded by the 2001 Capital
Improvement Bonds mentioned previously included: Phase Il of the Pike Lake
Highway Maintenance Facility for construction of a $1.5 million Road & Bridge
Administration Building due to open July 2003, the completion of a Solid Waste
transfer station in Hibbing, Road and Bridge garage projects, and numerous
projects at the three County Courthouses.

Risk Management
The County’s exposure is as follows:

Tort and Liability Risk: The County purchases insurance on its major
buildings and buys surety bonds to cover the risk of employee theft. The
County bears the risk for other torts and liability, including no-fault auto
insurance. The Property, Casualty, Liability Insurance Internal Service
Fund at December 31, 2002, had a balance of $5,457,782 in its net assets
account. The fund liability includes claims for which the County Attorney’s
Office deems payment is “probable” but does not include $852,600 for
various cases which the County Attorney’s Office deems payment to be
“reasonably possible.” The balance of net assets provides for any
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reasonably possible claims, as well as for any claims that have been
incurred, but not reported.

Workers’ Compensation Risk: The County assumes all of the risk for
single loss occurrences to $1,400,000. The Workers’ Compensation
Reinsurance Association insures the County for claims above that
amount. The Workers’ Compensation Insurance Internal Service Fund at
December 31, 2002, had a balance of ($1,209,979) in its net assets
account. The fund liabilities include probable claims that will be paid, but
do not include any amount for claims that are incurred but not reported.

Medical and Dental Risk: The County assumes the risk for its share of
medical and dental insurance coverage for its employees, except that it
purchases stop-loss coverage for claims over $750,000 and for transplant
coverage. The Medical/Dental Insurance Internal Service Fund at
December 31, 2002, had a balance of $12,984,144 in its net assets
account. The fund liabitities include a provision for claims incurred but not
reported, but do not include a provisionfor catastrophic losses.

Unemployment Compensation Risk: The County assumes all risk for
unemployment compensation and is billed on a reimbursement basis by
the State of Minnesota for claims paid. The claims are paid from
departmental budgets and are not reported in an Internal Service Fund.
No liability is recorded for incurred but not reported claims.

Independent Audit

St. Louis County is audited annually by the State of Minnesota, as required by
state statutes. This requirement has been complied with and the Auditor’s
Reportis included in this report.

The Single Audit Act Amendments of 1996 and U.S. Office of management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Oraanizations also establishes audit requirementsfor the County.

The State Auditor will issue management and compliance letters covering the
review made as a part of the examination of St. Louis County’s system of internal
control and compliance with applicable legal provisions. Also reflected in these
letters are the results of the County’s single audit under provisions of the U.S.
Office of Management and Budget Circular A-133.

Awards and Acknowledgements

The Government Finance Officers Association of the United State and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial
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Reporting to St. Louis County for its comprehensive annual financial report for
the fiscal year ended December 31,2001.

In order to be awarded a Certificate of Achievement, a governmental unit must
publish an easily readable and efficiently organized comprehensive annual
financial report, whose contents conform to program standards. The report must
satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year. St. Louis County
has received the Certificate for the last fourteen consecutive years. We believe
our current report will conform to the Certificate of Achievement Program
requirements and are thus submitting it to the GFOA.

The preparation of the Comprehensive Annual Financial Report in accordance
with the GASB 34 financial reporting model was made possible by the dedicated
work of the employees of the Accounting and Financial Division. In addition, |
would like to express my appreciation to the employees of the Social Services
Department, and the Public Works Department for their dedication and
cooperation during the preparation of this report. | am grateful to the County
Board of Commissioners and to the Department of Administration for their
leadership and support in formulating the financial activities of the County,
without which the preparation of this report would not have been possible. Many
other County departments extended assistance and cooperation to my office
during this time and ! thank them also.

Special thanks are due to the State Auditor’s staff for their technical assistance
during the audit and during the year. We acknowledge, too, the thorough and
professional manner in which they conducted their audit.

Sincerely,

4725/

GORDON D. MCFAUL
County Auditor
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St. Louis County

Elected and Appointed Officials
as of December 31,2002

Office Name Term
Comrnissioners:
1st District Dennis Fink Jan. 1997 Jan. 2007
2nd District Joanne Fay Jan. 1999 Jan. 2007
3rd District William Kron Jan. 1997 Jan. 2005
4th District Mike Forsman Jan. 1999 Jan. 2007
5th District Peg Sweeney Jan. 1997 Jan. 2005
6th District Paul Plesha Mar. 2001 Jan. 2003
7th District Steve Raukar Jan. 1997 Jan. 2005
Elected Officers:
Attorney Alan L. Mitchell Jan. 2003 Jan. 2007
Auditor Gordon D. McFaul Jan. 2003 Jan. 2007
Sheriff Rick Wahlberg Jan. 1999 Jan. 2003
Judges:
District Court David E. Ackerson Jan. 1997 Jan. 2003
District Court Terry M. Aronson Feb. 2002 Jan. 2003
District Court James Florey Jan. 1999 Jan. 2007
District Court Terry C. Hallenbeck Jan. 1997 Jan. 2003
District Court Robert E. Macaulay Jan. 1997 Jan. 2003
District Court Gerald C. Martin Jan. 1999 Jan. 2005
District Court Mark A. Munger Jan. 1998 Jan. 2005
District Court John T. Oswald Jan. 1999 Jan. 2005
District Court Gary J. Pagliaccetti Jan. 1997 Jan. 2003
District Court Carol Person Jan. 1997 Jan. 2003
District Court Jeffry S. Rantala Jan. 1995 Jan. 2007
District Court Ken Sandvik Jan. 1999 Jan. 2005
District Court David P. Sullivan Jan. 1999 Jan. 2005
District Court Heather Sweetland Jan. 1999 Jan. 2005
District Court Dale Wolf Jan. 1997 Jan. 2003
Appointed Officers:
Administrator David Twa
Assessor Mary Durward

Civil Service Director
Court Administrator

Emergency Communications

Director
Examiner of Titles
Land Commissioner
Management Information
Systems Director
Planning Director
Property Management
Director
Public Health and Social
Services Director
Public Works Director
Purchasing Agent
Recorder
Solid Waste Director

Anthony Bruno, Jr
Susan Byrnes

Paul Kent
David W. Adams
David Epperly

Martin Buscornbe
Barbara Hayden

Tony Mancuso

LindaAnderson
Richard Hansen
Richard Florey
Mark Monacelli
Theodore Troolin
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St. Louis County Organizational Summary

COUNTY ATTORNEY |a = nm SHERIFF [ ns -! JUDGES

I

AUDITOR ADMINISTRATION State of MN
: 6th District
Accounting Administrative Services Civil Division ToomRree e Court
Clerk/Elections Employee Safety & Dev. Criminal Division Civil Defense/ Administrator
Licensing Intergov'tal Relations Social Services Division Emerg.Mgmt.
Properly Tax Collection Labor Negotiation Victim/Witness Services County Jail
’ ' Public Information Workers' Compensation Law Enforcement
Veterans' Services Medical Examiner
Rescue Squad

T

CIVIL SERVICE COUNTY EXTENSION ARROWHEAD REGIONAL COURT
| COMMISSION COMMITTEE CORRECTIONS BOARD ADMINISTRATION
Community ' ,

Development Civil Service/Personnel{ | Minnesota Arrowhead Juvenile Center Czlér::\){n(i:sct)rl;;l?or
Contract Performance Extension Service Court & Field Services Examiner of Titles
Land Resources Northeast Regional Corrections
Multi-Departmental

Social Services
Zoning/Land Use

PUBLIC WORKS

COUNTY ASSESSOR SOCIAL SERVICES

Administration and Commercial-Industrial Administration/Support | | Healthand
HazardousWaste Mamt Engineering Division Services Rehabilitation Center
. gmt. Equipment Fleet Property Assessments Financial Assistance Laundry Facility
Landfill Managemert & Maint. Shops Reappraisal Social Services L
Recycling Land Surveying Records Maintenance

Resource Recovery

Public Health
Environmental Services
Support Services

Forest Development
Tax-ForfeitedLand
Management

COMMUNICATIONS
ADMINISTRATION

Management Central Storerooms 911 System
Operations

Radio Maintenance

Department Level

Information Systems g/“cro‘;','mu Seni
Telecommunications eproduction Services

ICOUNTYAUDWORI
Elected Official

Revised 2/03

19



Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

St. Louis County,
Minnesota

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31,2001

A Certificate of Achievementfor Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systemswhose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

B 5o

Executive Director
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STATE OF MINNESOTA

OFFICE OF THE STATE AUDITOR

SUITE 400 _
525 PARK STREET . (651) 296-2551 (Voice)

. (651) 296-4755 (Fax)
PATRICIA AWADA SAINT PAUL, MN 55103-2139 stateauditor @osa.state.mn.us (E-Mail}

STATE AUDITOR 1-800627-3529 (Relay Service)

INDEPENDENT AUDITOR'S REPORT

Board of County Commissioners
St. Louis County

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of St. Louis
County, Minnesota, as of and for the year ended December 31,2002, which collectively comprise
the County's basic financial statement as listed in the table of contents. These financial statements
are the responsibility of the County's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in GovernmentAuditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Those standardsrequire that we plan
and perform the audit to obtain reasonable assurance about whether the financial statementsare free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosuresin the financial statements. An audit also includes assessing the accounting
principles used and significant estimatesmade by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of government activities, the business-type activities, each major fund,
and the aggregate remaining fund information of St. Louis County as of December 31,2002, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

As discussed in the notes to the financial statements, St. Louis County adopted the provisions of
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements--and
Management’s Discussion and Analysis-for State and Local Governments, as amended, and
Statement No. 38, Certain Financial Statement Note Disclosures, as of and for the year ended
December 31, 2002. These statements result in a change in the format and content of the basic
financial statements.

@ Recycled paper with a minimum of 21
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The Management’s Discussion and Analysis is not a required part of the basic financial statements
but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of management inquiries
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Qur auditwas made for the purpose of forming opinions on the financial statementsthat collectively
comprise St. Louis County’s basic financial statements. The combining and individual nonmajor
fund financial statements and schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements of St. Louis County.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly presented in all material respects in relation to the
basic financial statements taken as a whole.

In accordance with GovernmentAuditing Standards, we have also issued a report dated May 21,
2003, on our considerationof St. Louis County’s internal control over financial reporting and our
tests of its compliancewith certainprovisions of laws, regulations, contracts, and grants. Thatreport
is an integral part of an audit performed in accordance with Government Auditing Standards and

should be read in conjunction with this report in considering the resul&\

PATRICIA AWADA GREGHIERLINGER CPA
STATE AUDITOR DEPUTY STATE AUDITOR

End of Fieldwork May 21,2003
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St. Louis County, Minnesota

Management's Discussion and Analysis
December 31,2002

Our discussion and analysis of St. Louis County's financial performance provides an overview of the County's
financial activities for the fiscal year ended December 31, 2002. Please read it in conjunction with the
accompanying transmittal letter and the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

The County's total net assets increased by $16.0 million or 4.8%. ‘Governmental activities accounted for an
increase of $ 19.4 million, while the County's business-type activities decreased by $ 34 million.

The County's governmental funds reported combined ending fund balances of $77.3 million, an increase of $2.4
million. Part of the combined fund balances, $26.4 million, is reserved and not available for appropriation. Of
the remaining $50.9 million (unreserved fund balance), $39.6 has been designated for specific uses and $11.3
million remains undesignated.

The General Fund reported an excess of revenues over expenditures of $1.7 million. This increase, plus bond
proceeds of $.8 million, less net transfers out of $2.7 million, caused the fund balance to decrease by $.2million
in 2002.

In the County's business-type activities, program revenues decreased to $24.7 million from $30.9 million
(20.1%), while expenses decreased to $29.2 million from $31.2 million (6.4%).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introductionto the County's basic financial statements.
The basic financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements.

Govermnment-wide financial statements. One of the most important questions asked about the County's
finances is whether the County as a whole is better off or worse off as a result of this year's activities? The
Statement of Net Assets and the Statement of Activities report information about the County as a whole and
about its activities in a way that helps answer this question. These statements include all assets and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year's revenues and expenses are taken into account regardless of when cash is
received or paid.

These two statements reportthe County's net assets and changes in them. Think of the County’s net assets -
the difference between assets and liabilities = as one way to measure the County's financial health, or financial
position. Over time, increases or decreases in the County's net assets are one indicator of whether its financial
health is improving or deteriorating. You will need to consider other nonfinancial factors, such as changes in
the County's property tax base and the condition of the County's roads, to assess the overall health of the
County.

The government-wide financial statements can be found on pages 35-37 of this report.

Fund financial statements. These statements provide detailed information about the most significant funds -
not the County as a whole. Some funds are requiredto be established by State law and by bond covenants.
However, the County Board establishes many other funds to help it control and manage money for particular
purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, and other money.
The County funds can be divided into three categories: governmental funds, proprietary funds and fiduciary
funds.
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St. Louis County, Minnesota
Management's Discussion and Analysis
December 31, 2002

Governmental funds: Most of the County's basic services are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end that are available for spending.
These funds are reported using the modified accrual method of accounting, which measures cash and all other
financial assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the County's general government operations and the basic services it provides.
Governmental fund information helps determine whether there are more or fewer financial resources that can
be spent in the near future to finance the County's programs. We describe the relationship (or difference)
between governmental activities (reported in the Statement of Net Assets and the Statement of Activities) and
governmentalfunds in a reconciliation at the bottom of the fund financial statements.

The County maintains four individual major governmental funds. information is provided separately for each
major fund on the Governmental Fund Balance Sheet and in the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances. The major funds are the General Fund, Road and Bridge Fund,
Social Services Fund and the Forfeited Tax Sale Fund. Data for the nonmajor governmental funds is combined
into "other governmental funds.” Individual data for each of these thirteen nonmajor governmental funds is
provided in the supplementary data.

The County adopts an annual appropriated budgetfor its governmental funds. A budgetary comparison for the
major governmental funds are provided to demonstrate compliance with the budget.

The basic financial statements for governmental funds can be found on pages 39-51 of this report.

Proprietary funds: When the County charges customers for the services it provides - whether to outside
customers or to other units of the County - these services are generally reported in proprietary funds.
Proprietary funds are reported in the same way that all activities are reported in the statement of Net Assets
and the Statement of Activities. The County uses enterprise funds (a component of proprietary funds) to report
the activities of two major funds, the Chris Jensen Health and Rehabilitation Center Fund, and the Solid Waste
Management Fund and four nonmajor enterprise funds. Data for the honmajor funds is combined into "other
enterprise funds”. Individual data for each of the nonmajor enterprise funds B provided in the supplementary
data. These funds are the same as the business-type activities reported in the government-wide statements
but provide more detail and additional information. The County uses internal service funds (the other
component of proprietary funds) to report activities that provide supplies and services for the county's other

programs and activities, such as the County's Telecommunication Fund. The basic financial statements
can be found on pages 53-57 of this report.

Fiduciary funds: The County is the trustee, or fiduciary, for certain amounts held for others. The County uses
trust and agency funds to report its fiduciary activities. The County's fiduciary activities are reported in the
Statement of Fiduciary Net Assets and Statement of Changes in Fiduciary Net Assets and are excluded from
the Government-wide Financial Statements because the County cannot use these assets to finance its
operations. The County is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. The accounting used for fiduciary funds is much like that used in proprietary funds. The
basic financial statements can be found on pages 59-60 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 63-100 of this report.

Supplementary data. The combining statements for nonmajor governmental funds and proprietary funds,
internal service funds, and fiduciary funds are provided on page 104-144.
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St. Louis County, Minnesota

Management's Discussion and Analysis
December 31, 2002

Government-wide Financial Analysis

Net assets may over time be a useful indicator of a government's financial position. In the case of St. Louis
County, assets exceeded liabilities by $350.2 million.

By far the largest portion of the County's net assets is the investment in capital assets (73.7percent), which
reflects St. Louis County's investment in capital assets less any related debt used to acquire those assets that
is still outstanding. Because the County uses these capital assets to provide services to citizens, they are not
available for future spending. Although investments in capital assets are reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources since the capital
assets themselves cannot be used to liquidate these liabilities.

This is the County's first year for reporting government-wide financial statements using the full accrual basis of
accounting. In preparation for this new report presentation in 2002, the County has applied the full accrual
basis of accounting to fiscal 2001 so that a comparison of net assets could be made in our first year of
reporting.

Table 1
St. Louis County's Net Assets
(in Millions)
Governmental Business-type
Activities Activities Total _
2002 2001 2002 2001 2002 2001
Currentand other assets $ 14r5 $ 13r2 $ 170 $ 215 $ 1645 $ 1587
Capital assets 277.2 238.0 15.0 16.6 292.2 274.6
Total Assets 247 352 32.0 3.1 456.7 433.3
Long-term liabilities outstanding 8.2 4.7 3.0 4.3 8.2 7.0
Other liabilities 21.6 17.0 1.7 3.1 23.3 2.1
Total liabilities 101.8 91.7 4.7 7.4 106.5 ®D.1
Net assets:

Invested in capital assets, net of debt 243.5 225.6 145 15.7 258.0 241.3
Restricted 21.4 127 15 18 2.9 145
Unrestricted 58.0 65.2 11.3 13.2 69.3 78.4
Total NetAssets $ 3229 $ 3035 $ 273 $ 307 $ 3502 $ 334.2

The following analysis focuses on the County's net assets (Table 1).

Governmental Activities:

The County's net assets increased by $19.4 million or 6.4%, from $303.5 million to $322.9 million. St. Louis
County is able to report positive balances in all three categories of net assets. The same held true for the prior
fiscal year.

Current and other assets increased $10.3 million principally due to advances from the State of Minnesota for
state aid projects of $65.7million and net proceeds in the Shoreline Sales Fund of $3.3million for the year.

Capital assets increased by $19.2 million. A detailed analysis of this increase is presented in Table 4 on page
33, under the heading Capital Assets and Debt Administration.
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St. Louis County, Minnesota

Management’s Discussion and Analysis
December 31, 2002

The County’s long-term liabilities outstanding increased $5.5 million to $80.2 million. This is due mainly to
increases in bonds and notes payable of $2.1 million and compensated absences payable of $2.7 million. A
detailed analysis of the increase in outstanding debt is presented in Table 5 on page 34, under the heading
Capital Assets and Debt Administration.

Other liabilities increased $4.6 million because of the advance from the State of Minnesotafor state aid projects
being deferred untilthe 2003 road construction season.

Invested in capital assets, net of related debt increased by $17.9 million. This was the result of capital asset
additions and deletions net of depreciation increasing by $19.2 million, governmental activities debt increasing
by $2.1 million, and capital leases being reduced by $.8 million for the year.

Restricted net assets increased by $8.7 million due to an increase in the Shoreline Sales Permanent Fund of
$3.4 million, unspent 2002 Capital Equipment Note proceeds of $2.9 million that will be used to purchase
capital equipment pursuant to state statute in 2003, and increased amounts for retiree obligations of $2.4
million.

Unrestricted net assets are the sum of the governmental funds reserved fund balances that are available for
spending at the County’s discretion. The County’s unrestricted net assets were $7.2 million less at the end of
2002 than at the end of 2001. This was due primarily to a decrease in the Capital Projects Fund unreserved
fund balance of $5.3 million. Many of the capital improvement projects started in 2001 with bond proceeds
were completed in 2002.

Business-typeActivities:

The County’s net assets decreased by $3.4 million or 11.2% from $30.7 million to $27.3 million. As with the
governmental activities, St. Louis County is able to report positive balances in all three categories of net assets
and the same also held true for the priorfiscal year.

Current and other assets decreased from $21.5 million to $17.0 million due to a $1.9 million reduction in
accounts receivable at the two county nursing homes. This was a direct result of the closure in November of
one of the County’s nursing homes and the limiting of residents at the other home because of remodeling. In
addition, the Solid Waste Management Fund refunded two outstanding bonds totaling $2.3 million and
purchased capital assets worth $1.3 million. A detailed analysis of the decrease in outstanding debt is
presentedin Table 5 on page 34, under the heading Capital Assets and Debt Administration.

Business-type capital assets declined by $1.6 millionin2002. Net capital assets of $2.3 million (buildings and
structures) at Nopeming Care Center were transferred to governmental activities at the end of 2002. A detailed
analysis of this increase is presented in Table 4 on page 33, under the heading Capital Assets and Debt
Administration.

Total liabilities declined by $2.7 million and net assets by $3.4 million, largely due to the closing of the
Nopeming Care Center.
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Table 2
St. Louis County's Changes in Net Assets
(in Millions)
Governmental Business-type
Activities Activities Total
2002 2001 2002 2001 2002 2001
Revenues
Program Revenues:
Charges for services $ 385 $ 376 $.247 $ 309 $§ 632 $ 685
Operating Grants and Contributions 422 44.2 05 05 27 447
Capital Grants and Contributions 00 0.0 0.0 0.0 0.0 0.0
General Revenues:
Taxes:
Property taxes, leviedfor gen. purposes 76.7 78.5 0.0 0.0 76.7 78.5
Property taxes, levied for debt service 39 30 0.0 0.0 39 30
State shared 417 34.1 0.0 0.0 41.7 34.1
Federal non-program 05 04 0.0 0.0 05 04
Investmentincome 3.6 55 0.5 as 41 6.4
Contributionsto Permanent Fund 33 2.8 0.0 0.0 33 2.8
Miscellaneous 0.3 0.2 0.0 0.0 0.3 0.2
Total revenues 210.7 206.3 25.7 32.3 236.4 238.6
Expenses
Program expenses:
General government 30.1 284 0.0 0.0 30.1 28.4
Public safety 326 312 0.0 0.0 326 31.2
Highways and streets 40.8 405 0.0 0.0 40.8 405
Health and sanitation 6.5 6.5 0.0 0.0 6.5 6.5
Welfare 719 69.3 0.0 0.0 719 69.3
Culture and recreation 12 13 0.0 0.0 12 13
Conservationof natural resources 6.7 6.2 0.0 00 6.7 6.2
Economic development 36 4.8 0.0 0.0 36 4.8
Interest on long-term debt 16 15 00 00 16 15
Solid Waste Management 0.0 0.0 58 5.0 5.8 5.0
Chris Jensen Health & Rehabilitation 0.0 0.0 133 134 133 134
Other Enterprisefunds 0.0 0.0 10.1 12.8 10.1 12.8
Total expenses 195.0 189.7 29.2 312 224.2 220.9
Increasein net assets before transfers
and special items 15.7 16.6 (3.5) 11 122 17.7
Special items 6.1 6.4 (2.3) 00 38 6.4
Transfers (2.4) (0.4) 2.4 04 0.0 00
Increase (decrease) in net assets 194 22.6 (3.4) 15 16.0 24.1
Net assets January 1 303.5 280.9 30.7 29.2 334.2 310.1
Net assets December 31 $ 3229 $ 3035 $ 273 $ 307 $ 3502 $ 3342
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The following analysis focuses on the County's changes in net assets (Table 2).
Governmental Activities:
Chargesfor service for 2002 were $38.5 millionor $.9 million over 2001.

The County received $2.0 million less from operating grants during 2002. This was largelythe result of a grant
from the State of Minnesota (Fund 29 for bridge bonds) that was awarded to the County in 2001 and not in
2002.

Property tax collection for general purposes decreased $1.8 million from $78.5 million to $76.7 million. The
decrease occurred despite a $6.5 million County levy increase for 2002. A new state shared revenue called
"market value based homestead credit" was sent to the County in the amount of $8.4 million. State shared
revenues increased by $7.6 million due to the new homestead credit and a decrease in state disparity aid of
$1.4 million .

With the continued fall in interest rates, investment earnings dropped $1.9 million or 34.5% for 2002. The
steady decrease in interest rates was more apparent in 2002 than 2001 because the longer term investments in
the County's portfolio matured and were replaced with lower yield instruments. The average yield on
investments dropped 41.8% in 2002 to 2.95%.

Expenses increased to $195.0 million in 2002 or 2.8% over 2001. For the most part, increases in expenses
were related to increased personnel service costs as the result of employee contract settlements and the
growth in demand for services. All county employees received a 3.0% wage increase for the year and health
insurance premiums rose by 5.0%.

Business-type Activities:

The increase in net assets before transfers for the business-type activities decreased by $4.6 millionfrom 2001
to 2002. The major reason for the decrease was operating losses at the Chris Jensen Health and
Rehabilitation Center of $1.2 million and at Nopeming Care Center of $1.3 million. Patient census at both
facilities were reduced drastically as a result of the closure process at Nopeming Care Center and the
remodeling of a wing at Chris Jensen Health and Rehabilitation Center, which was necessary to accommodate
transferring some of the Nopeming Care Center residents.

Of the six enterprise fund used by the County, only the Laundry and Supervised Living funds did not report
operating losses. The Solid Waste Management Fund had an operating loss of $.5 million and a nonoperating
income of $.9 millionfrom investmentactivities and an operating grant.

Transfers from the general fund of $24 million were required to cover cash deficits at the two County run
nursing homes at year end . This was $2.0 million more than the $.4 million needed to cover cash deficits at
the homes in 2001. Nopeming Care Center closed and transferred assets of $2.3 million to the General Fund
shown as a special item capital asset adjustment.
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Financial Analysis of the Government’s Funds

As noted earlier, St. Louis County uses fund accounting to insure and demonstrate compliance with finance
related legal requirements.

Governmental Funds. The focus of St. Louis County governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing St. Louis
County’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of the
County’s net resources available for spending at the end of the fiscal year.

As of December 31, 2002, St. Louis County's governmental funds reported combined fund balances of $77.3
million, compared with $74.9 million in 2001. Most of the combined fund balance or $50.9 million constitute
unreserved fund balance, which is available for spending at the County’s discretion. Of the unreserved fund
balance, $39.6 million was designated. Designations reflect the County’s self-imposed limitations on otherwise
available expendable financial resources. Designated for cash flow at $29.8 million is the largest designation.
The remaining $11.3 million of fund balance is reserved. Fund balance is reserved because it is either not
available for spending or legally restricted. The largest reservations of fund balances at year end are for
environmentaltrust fund purposes, capital acquisitions, inventories, and retiree obligations.

The General Fund is the chief operatingfund of the County. At the end of 2002, the unreserved fund balance of
general fund was $26.0 million. Unreserved fund balance represents 36.6% of total fund revenues and 37.4%
of total fund expenditures. The Office of the State Auditor recommends that counties maintain unreserved fund
balance in their General Fund of approximately 35 to 50 percent of fund operating revenues or no less than five
months of operating expenditures.

The fund balance of the County’s General Fund decreased $.2 million as a result of operations net of transfers,
The transfers were to the nursing home funds to cover cash deficits, to the Road and Bridge and Social Service
funds for contract settlements, and to the Capital Projects Fund for construction.

The Road and Bridge Fund had other financing sources of $.6 million that offset excess expenditures over
revenues of $.8 million, decreasing fund balance by $.2 millionto $16.3 million.

The Social Services Fund had a transfer in of $.6 million from the General Fund and excess revenues over
expenditures of $1.2 million, increasing fund balance by $1.8 millionto $12.8 million.

The Forfeited Tax Sale Fund pursuant to Minnesota Statute distributes its net proceeds at the end of each year
causing a constant minimal fund balance. At the end of the year fund balance increased $.1 million over 2001
to $.5 million.

Proprietary Funds. St. Louis County proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

General Fund Budgetary Highlights

Budgets can be amended during the year by the County Board. Supplemental appropriations or budget
reductions are reviewed by the County Administrator's office and submitted to the County Board for their review
and approval.

The final amended expenditure budget was increased $3.1 million over the original budget. The majority of the
increases were for state and federal grants, appropriation of carryover monies, and amendments to operating
budget.

The difference between the final amended revenue budget and the original budget was an increase of $1.5
millionat year end. State and Federal grants increased $1.6 million, charges for services increased $.3 million,
and miscellaneous revenue increased $.2 million. The budget for interest income was reduced $.6 million.
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Actual expenditures were $5.1 million under the final budget. This was the result of various departments under
spending their operating budgets and actual grant expenditures falling far short of budget allotments. This was
especially true in the Public Safety and Healthareas.

Actual revenues exceeded the final budget by $.7 million or 1.0%. Tax collections exceeded budget as did
charges for services, earnings on investments, and miscellaneous revenues. Grant revenues were under
budget because grant expenditures were delayed until 2003.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At year end, the County showed total capital assets to be $292.2 million. Of that total, governmental activities
accounted for $277.2 million and the balance of $15 million belonged to the business-type activities. These
amounts represent a broad range of capital assets, including land, buildings, machinery, roads, road
maintenance equipment, and law enforcement equipment. Detail is presented immediately below in Table 4.

Table4
Capital Assets at Year-end
(Net of Depreciation, in Millions)

Governmental Business-type
Activities Activities Totals
2002 2001 2002 2001 2002 2001

Land $ 17 8 15 % 04 $ 05 3% 21 $ 20
Buildings and improvements 46.9 34.2 94 10.6 56.3 448
Improvementsother than buildings 00 0.0 34 35 34 35
Machinery and equipment 32 31 0.6 08 38 39
Linens 0.0 0.0 0.3 0.3 0.3 0.3
Vehicles 153 153 04 03 15.7 15.6
Infrastructure 205.4 198.3 0.0 0.0 205.4 198.3
Constructionin progress 4.7 5.6 0.5 0.6 5.2 6.2

Totals $ 2772 $ 2580 $ 150 $ 166 $ 2922 $ 2746

Total governmental capital assets show a net increase (including additions and deductions) of $19.2 million, or
7.4percent, over last year. As shown in Table 4, all asset categories except infrastructure and buildings and
improvements posted only slight increases or decreases.

Infrastructure, which is the County's road and bridge system, increased $7.1 million or 3.6%. Construction
Projects of $189 million were completed during the year. Depreciation of existing infrastructure totaled $11.8
million for the year.

Buildings and improvements increased by a total $11.5 million. Governmental activities increased $12.7 million
mainly because capital projects started in 2001 were completed in 2002. Business-typeactivities experienced
a net decrease of $1.2 mitlion in building and improvements caused by the Nopeming Care Center closure.

Construction in progress at the end of the year consisted of the Pike Lake Administration Building, Duluth and
Hibbing Courthouse improvements and grandstands and lighting at the South St. Louis County Fairgrounds.

Additional information on St. Louis County's capital assets can be found inthe notes on page 82 and 83.
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Debt Administration

At year-end, the County had $34 million of bonded debt outstanding that comprises the debt backed by the full
faith and credit of the County. Some of the debt is also secured by specific revenue sources.

Table 5
Outstanding Debt, at Year-end
(in Millions)
Governmental Business<ype
Activities Activities Total
2002 2001 2002 2001 2002 2001
General obligation bonds $ 329 ¢$ 308 % 06 $ 23 $ 3335 $ 331
Revenue bonds 0.5 0.5 0.0 0.0 §% 05 % 0.5
Total $ 334 $ 313 $ 06 $ 23 $ 340 $ 336

As shown, the County's total debt increased $.4 million (1.2%) during the current fiscal year.

Governmental activities debt increased by $2.1 million due to the county issuing Capital EqQuipment Notes
(2002C) for $5.0 million and paying principal payments of $2.9 million on existing debt. Jail Refunding Bonds
(2002B) were issued during the year to refund the 1993 Jail Revenue Bonds, thereby saving the County $.5
million infuture interest payments.

Business-type activities debt was reduced due to the refund of $1.4 million in Solid Waste Management bonds.
The County issued Nursing Home Bonds Series (2002A) for $.6 millionto remodelthe Chris Jensen Healthand
RehabilitationCenter.

Moody's Investors Service has assigned an "A1" rating on the County's Series 2002A Bonds and Series 2002C
Notes. The Series 2002B Bonds were rated "AA1" by Moody's based upon their inclusion in the County Credit
Enhancement Program administered by the Minnesota Public Facilities Authority.

Additional information on St. Louis County's long-term debt can be found in the notes on page 85.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The unemploymentrate in St. Louis County is currently 3.8%, which is a decrease from a rate of 5.5% lastyear.
This compares favorably to the state's average unemploymentrate of 3.7% and the national average d 4.8%

The State of Minnesota has projected a large budget deficit, which will not be fully addressed until the 2003
legislative session. There is a possibility that some of the County's state aids will be reduced. This potential
loss of revenues is being considered during St. Louis County's 2004 budget process.

Due to a slowdown in the taconite industry caused by record high steel imports, the low price of steel, plant and
equipment obsolescence and lower quality of ore deposits, the dependence on the approximately $11.0 million
dollars the County receives inthe form of taconite productiontax may have to be shifted.

All of these factors were considered in preparing the County's budget for the 2003 fiscal year.

The County's 2002 budget was passed on December 17,2001, at a meeting of the St. Louis County Board of
Commissioners. The property tax levy of $78.9 million is $6.5 million, or 8.9%, over 2001. Increases in salary
and health insurance costs account for the majority of the property tax increase.

CONTACTING THE COUNTY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the County's finances and to show the County's accountability for the money it receives. If
you have a question about this report or need information, contact the County Auditor's Office at, 100 N. 5th
Avenue W., Duluth, Minnesota 55802-1293.
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Primary Government

Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 87,231,370 $ 2,264,938 $ 89,496,308
Investments 25,060,885 10,723,896 35,784,781
Assets held by escrow agent 43,768 43,768
Internal balances 605,984 (605,984)
Receivables (net) 31,234,951 1,740,605 32,975,556
Inventories 3,323,165 109,311 3,432,476
Prepaid items 44123 99,207 143,330
Restricted assets 2,685,521 2,685,521
Capital assets, net 277,223,079 14,984,618 292,207,697
Total assets 424,767,325 32,002,112 456,769,437
LIABILITIES
Accounts payable 14,379,698 1,405,268 15,784,966
Deferred revenue 7,256,732 53,888 7,310,620
Liabilities payable from restricted assets 196,534 196,534
Noncurrentliabilities:
Duewithin one year 10,584,870 58,226 10,643,096
Due in more than one year 69,621,506 3,031,628 72,653,134
Total liabilities 101,842,806 4,745,544 106,588,350
NET ASSETS
Invested in capital assets, net of related debt 243,544,232 14,469,618 258,013,850
Restricted
Shoreline sales:
Expendable 81,268 82,268
Nonexpendable 5,395,856 5,395,856
Other purposes 15,941,033 1,546,884 17,487,917
Unrestricted 57,962,130 11,240,066 69,202,196
Total net assets $ 322,924,519 $ 27,256,568 $ 350,181,087

The notes to the financial statementare an integral part of this statement.
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31,2002

Functions/Programs
Primary government
Governmental Activities:
General government
Public safety
Highwaysand streets
Health and sanitation
Welfare
Culture and recreation
Conservation of natural resources
Economic development
Intereston long-termdebt
Total governmental
activities

Business-typeactivities:
Solid Waste Management
Chris Jensen Health
and Rehabilitation Center
Other Enterprise Funds
Total business-type
activities
Total primary government

Program Revenues

Operating
Chargesfor Grants and
Expenses Services Contributions
30,120,215 6,599,322 % 352,210
32,573,217 1,793,500 1,868,569
40,810,535 2,072,733 876,523
6,489,683 1,672,737 2,888,857
71,896,032 17,473,829 32,233,884
7,204,686 12,000 263,230
6,727,307 8,816,464 247,127
3,612,842 81,082 3,459,833
1,598,511
195,033,028 38,521,667 42,190,233
5,806,246 5,176,566 506,416
13,376,137 11,019,604 -
10,085,695 8,545,922 -
29,268,078 24,742,092 506,416
224,301,106 63,263,759 $ 42,696,649

The notesto the financial statement are an integral part of this statement



Functions/Programs
Primary government
Governmental Activities:
General government
Publicsafety
Highways and streets
Healthand sanitation
Welfare
Culture and recreation
Conservation of natural resources
Economic development
Interest on long-termdebt
Total governmental
activities

Business-type activities:
Solid Waste:Management
Chris Jensen Health
and RehabilitationCenter
Other Enterprise Funds
Total business-type
activities
Total primary government

General revenues:
Taxes:
Propertytaxes , levied for general

ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31,2002

Net (Expense) Revenueand

Propertytaxes, leviedfor debt service

State shared
Federalshared
Investmentearnings
Contributionsto Permanent Fund
Miscellaneous
Special ltems - capital asset adjustments
Transfers

Total general revenues, special items, and transfers

Changes in net assets

Net assets -January 1
Net assets - December 31

Program Changes in Net Assets
Revenues cont. Primary Government
Capital
Grants and Governmental Business-type
Contributions Activities Activities Total

$ - $ (23,168,683) $ - $ (23,168,683)
(28,911,148) (28,911,148)
(37,861,279) (37,861,279)
{1,928,089) (1,928,089)
(22,188,319 (22,188,319)
(929,456) (929,456)

2,336,284 2,336,284
(71,927) (71,927)
(1,598,511) (1,698,511)
{114,321,128) (114,321,128)
(123,264) (123,264)

- (2,356,533) (2,356,533)

- (1,539,773) (1,539,773)

(4,019,570) (4,019,570)

$ - $ (114,321,128) $ (4,019,570) $ (118,340,698)
purposes 76,723,143 76,723,143
3,904,705 10,951 3,915,656

41,721,817 41,721,817

475,482 475,482

3,574,769 485,097 4,059,866

3,281,915 3,281,915

275,798 - 275,798

6,180,236 (2,324,520) 3,855,716

(2,414,056) 2,414,056 -

133,723,809 585,584 134,309,393

19,402,681 (3,433,986) 15,968,695

303,521,838 30,690,554 334,212,392

$ 322,924,519 $ 27,256,568 $ 350,181,087
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GOVERNMENTAL FUNDS

General Fund

General Fund - This fund has been classified as a major fund and is used to account for all
financial resources, except those required to be accounted for in another fund.

Special'Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other
than expendable trusts, or for major capital projects) that are legally restricted to expenditures.
The following funds have been classified as major funds:

Road and Bridge - This fund is used to account for public works activity.

Social Services - This fund is used to account for the operations and financial activities of the
Social Services Department.

Forfeited Tax Sale - This fund is used to account for the proceeds from the sale or rental lands
forfeited to the State of Minnesota pursuant to Minn. Stat. ch. 282 (2000). The distribution of the
net proceeds, after deducting the expenses of the County for managing the tax forfeited lands is
governed by Minn. Stat. 282.08 (2000). Title to the tax forfeited lands remains with the State until
sold by the county.
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ST. LOUIS COUNTY, MINNESOTA
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31,2002

Other Total
Road and Social Forfeited Governmental Governmental
General Bridge Services Tax Sale Funds Funds
ASSETS
Cashand cash equivalents $ 30620830 $ 19419284 $ 10718320 $ 50 $ 16981684 § 77,740,168
Investments 1,147,365 1,147,365
Assets held by escrow agent 43,768 43,768
Delinguenttaxes receivable 1,512,229 743,173 1,010,428 204,830 3,470,660
Accounts receivable (net) 558,706 65,395 211,674 13,397,304 3,654 14,236,733
Accrued interest receivable 470,677 6,753 477,430
Loans receivable 768,216 366,130 1,134,346
Interfund receivable 1,014,885 1,014,885
Due from other governments 476,747 3,442,013 6,796,350 714,860 11,429,970
Inventories 3,085,352 3,085,352
Total Assets 35,466,058 26,755,217 18,736,772 13,397,354 19,425,276 113,780,677
LIABILITIESAND FUND BALANCES
Liabilities:
Accounts payable 1,205,309 1,939,219 1,389,803 69,006 730,852 5,334,189
Contracts payable 447,422 116,276 563,698
Salaries payable 2,099,168 855,850 1,156,188 125,845 6,782 4,243,833
Compensated absences payable 335,705 188,642 314,930 34,317 674 874,268
Interfund payable 738,367 276,518 1,014,885
Due to other governments 299,009 55,470 1,977,843 33,881 282,012 2,648,215
Deferred revenue 2093471 6,417,850 1,100,732 11,911,870 266,760 21,790,683
Total Liabilities 6,032,662 9,904,453 5,939,496 12,913,286 1,679,874 36,469,771
Fund Balances:
Reservedfor:
Change funds 34,965 1,000 30,000 50 66,015
Noncurrentloans 435,084 366,130 801,214
Economic development 689,174 689,174
Future loans 307,476 307,476
Conferencefund - 18,512 18,512
Inventories 3,085,352 3,085,352
Encumbrances 317414 872,760 6,078 36,660 56,921 1,289,833
Law library 11,345 - 11,345
Recorder's equipment 121,512 - 121,512
Communications 387,815 - - 387,815
Extensionservice 204,205 - - - 204,205
Missing heirs 204,340 - - - 204,340
Private redemption 414 - - - - 414
Escrow cash 43,768 - - - - 43,768
Soil erosion 1,800 - - - 1,800
Foster care insurance - - 6,000 - 6,000
Veterans' credit - 15,000 - 15,000
Senior citizens transportation 4,704 - 4,704
Unorganizedtown roads 628,511 - - 628,511
Capital acquisition 394,598 2,548,722 - - 2,943,320
Environmentaltrust funds - 5,395,856 5,395,856
Improvement of natural resources 81,268 81,268
Debt service 214,950 214,950
Exchangeof land 22,798 - 22,798
Tax certificate assurance 193,801 - 193,801
Attorney forfeitures 272,712 - 272,712
Sheriff forfeitures 89,405 - 89,405
Sheriff fines 2,672 - 2,672
Retiree obligations 3,378,583 2,058,313 3,730,600 114,632 - 9,282,128
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ST. LOUIS COUNTY, MINNESOTA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31,2002
Other Total
Road and Social Forfeited Governmental  Governmental
General Bridge Services Tax Sale Funds Funds
Unreserved:

Designatedfor:
Parking 429,206 429,206
Hibbing Raceway 27,958 27,958
Cash flow 17,275,325 5,730,220 6,787,595 29,793,140
Emergency contingency 5,942 750,616 23,969 780,527
2003 budget 1,546,006 340,674 1,886,680
GovernmentServices Center 100,247 100,247
Vesting sick leave 2,802,367 1,175,270 1,873,113 293,757 6,144,507
Unrealizedinvestment gains 439,940 439,940
Specialrevenue funds 7,037,326 7,037,326
Debtservice funds 886,715 886,715
Capital projects funds 3,398,760 3,398,760

Total Fund Balance 29,433,396 16,850, 764 12,797,276 484,068 17,745,402 77,310,906

Total Liabilitiesand Fund Balances $ 35,466,058 $ 26,755,217 $ 18,736,772 $ 13,397,354 $ 19.425.276 $ 113,780,677

Amounts reported for governmental activities in the statement of net assets are different because:

Total Fund balance - governmentalfunds (from above) $  77,30,9%6
Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds. 275,104,904
Other long-term assets are not available to pay for current-periodexpenditures and therefore are deferred in the funds. 15,277,817
Long-term liabilities, including bonds payable, are not due and payable in the current period and therefore are not reportedin the funds. (67,558,505)

Internal Service Funds are used by managementto charge the costs of certain activities, such as insurancesto, individualfunds.

The assets and liabilities of the Internal Service Funds are included in governmental activities in the Statementof Net Assets. 22,789,397
Net assets of governmentalactivities $ 322924519

The notes to the financial statement are an integral part of the statement.
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ST. LOUISCOUNTY, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Other Total
Road and Social Forfeited Governmental Governmental
General Bridge Services Tax Sale Funds Funds
REVENUES
Taxes $ 39,362,409 $ 19,577,718 $ 16,695,999 $ $ 4943981 $ 80,580,107
Licensesand permits 134,796 21,745 156,541
Intergovernmental 19,428,900 21,937,742 53,876,154 109,811 4,614,264 99,966,871
Chargesfor services 6,725,478 1,430,542 1,745,470 5,040 9,906,530
Fines and forfeits 1,660,585 - 1,660,585
Earnings 0N investments 2,539,680 - 232,816 2,772,496
Glfts and contributions 8,368 - - 8,368
Land and timber sales 8,956,397 3,281,915 12,238,312
Miscellaneous 1,283,754 620,446 365,210 150,792 212,743 2,632,945
Total Revenues 71,143.970 43,588,193 72,682,833 9,222 040 13,285,719 209,922,755
EXPENDITURES
Current:
General government 27,407,335 27,407,335
Public safety 22,160,090 22,160,090
Highwaysand streets 26,942,419 26,942,419
Health and sanitation 6,443,421 74 6,443,495
Welfare 387,144 71,076,684 71,463,828
Culture and recreation 1,197,054 1,197,054
Conservation of natural resources 1,591,671 4,108,277 817,732 6,517,680
Economic development 20,000 3,588,162 3,608,162
Debtservice:
Principal 101,375 320,117 10,476,200 10,897,692
Interest and other charges 2,624 8,781 1,642,652 1,554,057
Capital outlay:
General government 53,274 7,316,880 7,370,154
Publicsafety 788,666 602,526 1,391,192
Highways and streets 16,969,706 3,281,270 20,250,976
Health and sanitation 7,155 7,155
Welfare 23,564 23,564
Conservation of natural resources 130,288 130,288
Intergovernmental:
General government 1,655,113 1,655,113
Public safety 9,305,849 9,305,849
Total expenditures 69,465,658 43,912,125 71,429,146 5,893,678 27,625,496 218,326,103
Excess (deficiency) of revenues
over expenditures 1,678,312 (323,932) 1.253.687 3.328.362 (14.339.777) (8.403.348)
OTHER FINANCING SOURCES (USES)
Transfers in 5437515 213,800 586,000 6,612,409 12,849,724
Transfers (out) (8,158,856) (3,834,106) (3,270,818) (15,263,780)
Bonds issued 800,000 4,200,000 7,415,000 12,415,000
Premium proceeds 1,053 18,815 151,400 171,268
Loan proceeds 27,000 27,000
Total other financing sources and uses 1,920,288 598,509 586,000 3.270,818 14,205,809 10199212
Net change in fund balances (241,976) 274577 1,839,687 57,544 (133,968) 1,795,864
Fund balances-January 1- restated 29,675,372 15,956,094 10,957,589 426,524 17,879,370 74,894,949
Increasein reservedfor inventories 620,093 620.093
Fund balances - December 31 $ 29433396 3 16850764 $ 12797276 $ 484068 $ 17745402 $ 77,310,906
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Net change in fund balances--total governmental funds (from previous page) $ 1,795,864
Increasein reservedfor inventories—total governmental funds (from previous page) 620,093
Amounts-reported for governmental activities in the statement of activities are different because:

Revenues in the statementof activities that do not provide currentfinancial resources are not reported as revenues in the funds. (55,499)

Some expenses reportedin the statement of activitiesdo not require the use of currentfinancial resourcesand therefore are not
reportedas expenditures in governmentalfunds. (44,454)

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense. This is the amount by which capital outlays exceeded
depreciation in the current period. 13,354,385

Capital asset additions not resulting from capital outlay are not reflectedin the funds. 5,830,283

Internal service funds are used by management to charge the Costs of certain activities, such as insurance and printingto individual
funds. The netrevenue (expense) of the internalservice funds is reportedwith governmental activities. 1811.279

Bond proceeds provide current financial resources to governmental funds but issuing debt increases long term liabilities in the
Statement of Net Assets. Repayment of bond principal is an expenditure in the governmental funds, but repayment reduces long-

term liabilitiesin the Statement of NetAssets. This is the amount by which proceeds exceeded repayments. (3.909,270)
Change in net assets of governmental activities $ 19402681

The notesto the financial statement are an integral part of this statement.
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Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Taxes $ 38,174,856 $ 38,144,356 $ 39,362,409 $ 1,218,053
Licenses and permits 124,070 123,570 134,796 11,226
Intergovernmental 19,370,725 21,052,939 19,428,900 (1,624,039)
Charges for services 6,225,943 6,506,711 6,725,478 218,767
Fines and forfeitures 1,680,909 1,680,909 1,660,585 (20,324)
Earnings on investments 2,805,500 2,205,500 2,539,680 334,180
Gifts and contributions 15,000 25,699 8,368 (17,331)
Miscellaneous 500,192 692,825 1,283,754 590,929
Total revenues 68,897,195 70,432,509 71,143,970 711,461
EXPENDITURES
General government
Commissioners
Personnelservices 691,332 696,922 631,598 (65,324)
Other operating 111,008 110,827 110,786 (41)
Total commissioners 802,340 807,749 742.384 (65,365)
County administrator
Personnelservices 2,579,110 334,971 334,971
Other operating 288,336 190,565 171,816 (18,749)
Capital outlay 4,000
Total county administrator 2,871,446 525,536 506,787 (18.749)
Intergovernmentalaffairs
Personnelservices 110,103 112,816 107,035 (5,781)
Other operating 188,140 186,800 171,042 (15,758)
Total intergovernmentalaffairs 298,243 299,616 278,077 (21,539)
Planning and research
Personnel services 241,882 245,792 161,754 (84,038)
Other operating 91,558 93,127 25,463 (87,664)
Capital outlay 3,500
Total planning and research 336,940 338,919 187,217 (151,702)
Labor relations
Other operating 45,760 45,760 45,143 (617)
Planning and zoning
Personnelservices 776,021 841,143 840,960 (183)
Other operating 433,258 526,561 429,184 (97,377)
Capital outlay 67,000 67,000 (67,000]
Total planning and zoning 1,276,279 1434704 1270144 (164.560)
Public defenders
Other operating 60.438 60,438 53.068 (7.370)
Court administrator
Personnelservices 4,356,574 4,241,574 4,169,231 (72,343)
Other operating 511,675 593,049 586,164 (6,885)
Capital outlay . 38,691 38.691 (38.691)
Total courtadministrator 4,906,940 4873314 4,755,395 (117,919)
Examiner of titles
Personnelservices 123,227 140,102 140,023 (79)
Other operating 12,036 7,963 7,889 (74)
Capital outlay 2,000
Total examiner of titles 137.263 148.065 147912 (153)
County attorney
Personnel services 2,842,383 2,923,880 2,913,795 (10,085)
Other operating 463,897 464,056 287.711 1176.345)
Capital outlay 63.900 63.900 39,665 {24,235)
Total county attorney 3,370,180 3,451,836 3,241,171 (210,665)
Subtotal 14,105,829 11,985,937 11,227,298 (758.639)

The notes to the financial statementare an integral part of this statement.
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Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
EXPENDITURES (CONTINUED)
Law library
Other operating 121,752 121,752
County auditor
Personnelservices 3,053,948 3,111,874 3,022,109 (89,765)
Other operating 892,803 872,212 742,231 (129,981)
Capital outlay 8,000 8,000 (8,000)
Debtservice
Principal 6,463 6,463
Interest and fiscal charges 167 167
Total county auditor 3,954,751 3,998,716 3,770,970 (227.746)
Data processing
Other operating 1,644,257 1,644 257 1,644,257
County assessor
Personnelservices 1,675,446 1,727,524 1,727,523 N
Other operating 365,438 331,781 331,769 (12)
Total county assessor 2,040,884 2,059,305 2,059,292 (13)
Purchasing
Personnelservices 391,435 415,118 414,999 (119)
Other operating 173,557 149,553 144,268 {5,285)
Debtservice
Principal 3,427 3427
Interest and fiscal charges 89 89
Total purchasing 564,992 568,187 562,783 (5.404)
Microfilming
Personnelservices 167.017 174.842 174.749 (93)
Other operating 30,879 24.484 22,240 (2,244)
Total microfilming 197.896 199,326 196,989 (2.337)
Recorder
Personnelservices 7,214,900 1,280,498 1,280,258 (240)
Other operating 279,758 380,956 365,735 115221)
Capital outlay 42,300 13,700 13,609 (91)
Total recorder 1,536,958 1,675,154 1,659,602 (15,552)
Surveyor
Personnelservices 754,237 768,115 740,921 (27,194)
Other operating 121.351 147,770 96.705 151.065)
Capital outlay 51,500
Total surveyor 927,088 915,885 837,626 (78,259)
Civil service
Personnelservices 940,162 987,647 987,423 (224)
Other operating 342,730 329,406 235,343 (94,063)
Capital outlay 28,530 10,450 (10,450)
Total civil service 1,311,422 1,327,503 1,222 766 (104,737)
Veteran's service
Personnelservices 528,526 532,841 520,173 (12,668)
Other operating 88.974 93,537 93.480 (57)
Capital outlay 8,000 8,000 (8,000
Total veteran's service 625,500 634,378 613,653 (20,725)
Port authority
Other operating 50,000 50,000 50,000
Elections
Other operating 406,128 406,778 275,537 (131,241)
Capital outlay 650
Total elections 406,778 406,778 275537 (131,241)
Subtotal 13,260,526 13,601,241 13,015,227 (586,014)
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Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
EXPENDITURES(CONTINUED)
General government
Courthouses
Personnel services 1,908,339 1,946,355 1,946,117 (238)
Other operating 907,280 1,088,830 1,068,503 (20,327)
Capital outlay 6,000 -
Total courthouses 2,821,669 3,035,185 3,014,620 (20,565)
Employeetraining
Personnel services 104,444 105,135 73,7%4 (31,341)
Other operating 157,630 157,213 62,675 (94,538)
Total employee training 262,074 262,348 136,469 (125,879)
Parking ramp
Personnel services 2,500 2,922 2,922
Other operating 67,300 159,780 126,817 (32,963)
Total parking ramp 69,800 162,702 129,739 (32,9953
Town aid
Other operating 5,500 5,500 5,500
Missing heirs
Other operating 1,897 1,897
Total General Government 30,525,398 29,054,810 27,530,750 (1,524,060)
Public safety
Jail building
Personnel services 290,289 311,120 311,120 -
Other operating 293,707 319,188 319,188 -
Totaljail building 583,9%6 630,308 630,308
Sheriff
Personnelservices 6,806,919 7,300,539 7,300,539
Other operating 2,871,516 3,253,565 1,845,042 (1,408,523)
Capital outlay 413,042 283,441 281,764 (1,677)
Total sheriff 10,091,477 10,837,545 9,427,345 (1,410,200)
Boat and water safety
Other operating 108,800 91,862 85,113 (6,749)
Capital outlay 15,000 24,300 24,234 (66)
Total boat and water safety 123,800 116,162 109,347 (6,815)
Medical examiner
Other operating 306,622 410,822 410,806 (16)
Rescue squad
Other operating 80,350 103,550 103,347 (203)
Capital outlay 74,000 38,500 38,308 (192)
Total rescue squad 154,350 142.050 141,655 (395)
Emergency management
Personnel services 153,974 187,588 187,554 (34)
Other operating 41,551 41,498 18,610 (22,8398
Capital outlay 4,000
Total emergency management 199,525 229,086 206,164 (22,922)
Radio maintenance
Personnel services 316,463 320,486 319,977 (509)
Other operating 169,873 182,541 180,917 (1,624)
Capital outlay 137,000 122,850 115,892 (6,958)
Total radio maintenance 623,336 625,877 616,786 (9,091)
Emergency communication
Personnel services 2,267,175 2,524,855 2,524,468 (387)
Other operating 274,464 251,919 251.919
Total emergency communication 2,541,639 2,776,774 2,776,387 (387)
Subtotal 14,624,745 15,768,624 14,318,798 (1,449,826)
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Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
EXPENDITURES (CONTINUED)
Publicsafely
Jail prisoners
Personnel services 4,201,735 4,302,392 4,302,347 (45)
Other operating 1,598,391 1,944,095 1,942,927 (1,178)
Capital outlay 36,500 36,800 20,263 (16,537)
Total jail prisoners 5,836,626 6,283,287 6,265,527 (17.760)
Mine inspector
Personnel services 225,859 228,902 178,988 (49,914)
Other operating 36,307 34,804 21,657 (13,147]
Total mine inspector 262,166 263,706 200,645 (63,061)
Risk management
Other operating 2,501 -
Ambulance service
Other operating 56,000 55,551 55,467 (84)
Law enforcement service
Personnel services 633,289 641,057 610,201 (30,856)
Other operating 120,942 126,005 83,117 (42,888)
Capital outlay 8,900
Total law enforcementservice 763,131 767,062 693,318 (73,744)
Enhanced 9-1-1
Other operating - 155,910 155.910
Capital outlay - 187,329 187,329
Total enhanced 9-1-1 343,239 343,239
City/County antenna site
Other operating - 14,825 14,825 -
Volunteer fire department
Other operating 331,718 331,718
Attorneysforfeitures
Other operating 9,724 9,724
Sheriffs forfeitures
Other operating - 149,638 149,638
Capital outlay - 6,816 6,816
Total Sheriffs forfeitures 156,454 156,454
Sherifffines
Other operating - 50,061 50,061 -
Arrowhead Regional Corrections
Intergovernmental 9,305,849 9,305,849 9,305,849
Total Public Safety 30,851,018 33,350,100 31,745,625 (7,604,475)
Health
Administration
Personnelservices 1,062,832 1,078,063 951,259 (126,804)
Other operating 903,730 847,309 764,401 (82,908)
Capital outlay 14,000 10,000 (10,000)
Debtservice
Principal 73,735 73,735 -
Interestand fiscal charges - 1,908 1,908
Total administration 1,980,562 2,011,015 1,791,303 (219,712)
Nursing
Personnel services 2,968,145 3,109,787 2,767,816 (341,971)
Other operating 910,150 1,436,218 579,321 (856,897)
Capital outlay 3,500
Total nursing 3,881,795 4,546,005 3,347,137 (1,198.868)
Environmental health
Personnelservices 1,182,050 1,203,232 1,192,401 (10,831)
Other operating 43,414 248.400 135421 (112,979)
Capital outlay 8,200 8,200 7,155 (1,045)
Total environmental health 1,233,664 1,459,832 1,334,977 (124,855)
Subtotal 7,096,021 8,016,852 6,473,417 (1,543,435)
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EXPENDITURES (CONTINUED)
Health
Duluth community Health Center
Other operating
American Indian Fellowship
Association
Other operating
Cotton Landfill/Dump Clean-up
Other operating
Occupational safety
Personnel services
Other operating
Capital outlay
Total occupational safety
Total Health

Welfare

Emergencyshelter program
Other operating

community support contingency
Other operating

Family homelessness prevention

and assistance program
Personnelservices
Other operating

Total family homelessnessprevention

and assistance program
Total Welfare

Culture and recreation
Memorial Day observance
Ctter operating
Historical Society
Other operating
Arrowhead Library System
Other operating
Communityfairs
Other operating
Depot
Other operating
Tourism promotion
Other operating
Trail assistance
Other operating
St. Louis River Bridge
Other operating
Veteran's Memorial Hall
Other operating
Hibbing Raceway
Other operating
Total Culture and Recreation

ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGETAND ACTUAL

GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
20,000 20,000 20,000
29,250 29,250 (29,250)
27,699 27,699
300,822 305,885 304,995 (890)
156,819 171,422 108,871 (62,551)
3,500
461,141 477,307 413,866 (63,441)
7,606,412 8,571,108 6,934,982 (1,636,126)
109,000 161,588 104,736 (56,852)
70,000 50,000 39,915 (10,085)
2,904 17,850 13,550 (4,300)
225,000 229,010 228,944 (66)
227,904 246,860 242,494 (4,366)
406,904 458,448 387,145 (71,303)
3,000 2.849 2,849
289,468 249,468 249,468
455,061 455,061 455,061
1,120 800 800 -
152,930 153,565 153,565 -
64,781 64,781 64,781
152,549 152,549
- 100,000 43,860 (56,140)
- 74,121 74,121
12,000 12,000 (12,000)
978,360 1,265,194 1,197,054 (68,140)
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
EXPENDITURES (CONTINUED)
Conservation of natural resources
County agent
Personnel services 234,338 242,838 231,109 (11,729)
Other operating 407,711 472,644 431,645 (40,929
Capital outlay 19.000 16,000 (16,000)
Debtservice
Principal - 17,750 17,750 -
Interestand fiscal charges - 460 460 -
Total county agent 661,049 749,692 680,964 (68,728)
Youth task force
Personnel services 12,300 12,090 (210)
Other operating 227,400 235,200 235,192 (8)
Capital outlay 9,000 5,000 - (5,000)
Total youth task force 236,400 252,500 247,282 (5,218)
County fair - north
Other operating 15,300 538,836 538,836
County fair - south
Other operating 15,300 15,300 15,300 -
Soil conservation - north
Other operating 60,000 60.000 60,000
Soil conservation - south
Other operating 60,000 60,000 60,000
NorthernCounties Land Use Board
Other operating 7,500 7,500 7,500
Total Conservation of
Natural Resources 1,055,549 1,683,828 1,609,832 (73,946)
Economicdevelopment
Northspan
Other operating 20,000 20,000 20,000
Revolving Loans
Other operating 100,000 - (100,000)
Total Economic Development 20,000 120,000 20,000 (100,000)
Total Expenditures 71,443,641 74,503,488 69,425,438 (5,078,050)
Excess of revenuesover (under)
expenditures (2,546,446) (4,070,979) 1,718,532 (4,366,589)
OTHER FINANCING SOURCES (USES)
Transfersin 1,000,000 5,767,515 5,437,515 (330,000)
Transfers (out) (8,661,748) (8,158,856) 502,892
Bonds issued 800,000 800,000
Premium proceeds 1,053 1,053 -
Total other financing sources (uses) 1,000,000 (2,093,180) (1,920,283) 172,892
Net change in fund balances (1,546,446) (6,164,159) (201,756) (4,193,697)
Fund Balance -January 1 29,675,372 29,675,372 29,675,372 -
Fund Balance - December 3L 28,128,926 $ 23,511,213 $ 290,473,616 (4,193,697)

The notes to the financial statementare an integral part of this statement.
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Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Taxes $ 19,447,273 $ 19,402,466 $ 19,577,718 $ 175,252
Licensesand permits 20,000 20,000 21,745 1,745
Intergovernmental 30,996,681 22,527,200 21,937,742 (589,458)
Charges for services 631.000 903.065 1,430,542 527,477
Miscellaneous 393,800 393,800 620,446 226,646
Total Revenues 51,488,754 43,246,531 43,588,193 341,662
EXPENDITURES
Highways and streets:
Administration
Personnel services 3,997,454 4,169,584 4,169,583 (1)
Other operating 1,393,264 1,408.486 1,408.333 {153)
Capital outlay 205,500 10,000 6,293 (3,807)
Total administration 5,596,218 5,588,070 5,584,109 (3,961)
Road maintenance
Personnel services 11,154,518 11,162,988 11,147.370 (15,618)
Other operating 3,559,050 3,556,450 2,943,065 (613,3851
Total road maintenance 14,713,568 14,719,438 14,090,435 (629,003)
Road construction
Capital outlay 22,812,195 15,872,536 15,119,475 (753,061)
Equipment maintenanceand shops
Personnel services 3,120,480 3,250,180 3,249,262 (918)
Other operating 4,621,230 4,641,330 4,374,547 (266,783)
Capital outlay 2,040,100 2,020,000 2,020,864 864
Total equipment maintenance
and shops 9,781,810 9911510 9,644,673 (266.837)
Total Expenditures 52,903,791 46,091,554 44,438,692 (1,652,862)
Excess of Revenues Over
(Under) Expenditures (1,415,037) (2,845,023) (850,499) 1,994,524
OTHER FINANCING SOURCES (USES)
Transfers in 213,800 213,800 -
Transfers (out) (3,834,106) (3,834,106) -
Bonds issued 4,200,000 4,200,000 -
Premium proceeds . 18,815 18,815
Total other financing sources (uses) 598,509 598,509
Net change in fund balances (1,415,037) (2,246,514) (251,990) 1,994,524
Fund Balance - January 1 - restated 15,956,094 15,956,094 15,956,094
Increasein reserved for inventories 620,093 620,093
Fund Balance - December 31 $ 14,541,057 $ 13,709,580 $ 16,324,197 $ 2,614,617

ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCE
BUDGETAND ACTUAL
ROAD AND BRIDGE SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

The notesto the financial statements are an integral part of this statement.
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ST. LOUIS COUNTY, MINNESOTA

SCHEDULE OF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCE

REVENUES
Taxes
Intergovernmental
Chargesfor services
Miscellaneous

Total Revenues

EXPENDITURES
Welfare
Administration
Personnel services
Other operating
Capital outlay
Debt service
Principal
Interestand fiscal charges
"Total administration
Income maintenance
Personnelservices
Other operating
Capital outlay
Total income maintenance
Social services
Personnel services
Other operating
Total social services
Total Expenditures

BUDGETAND ACTUAL

SOCIAL SERVICES SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Excess of RevenuesOver

(Under) Expenditures

OTHER FINANCING SOURCES (USES)

Transfers in

Net change infund balances

Fund Balance - January 1 - restated

Fund Balance- December 3L

The notesto the financial statements are an integral part of this statement.

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
$ 16,468,302 $ 16,468,302 $ 16,695,999 $ 227,697
51,549,074 51,549,074 53,876,154 2,327,080
1,662,494 1,662,494 1,745,470 82,976
870,553 870,553 365,210 (505,343)
70,550,423 70,550,423 72,682,833 2,132,410
5,474,576 5,088,191 4,755,414 @3R,777)
3,838,856 3,436,181 3,259,262 (176,919
43,000 47,200 24,742 (22,458)
- 320,117 320,117 -
- 8,781 8,781
9,356,432 8,900,470 8,368,316 (632,154
8,117,983 8,479,955 8,479,826 (129)
2,442,652 2,369,852 2,172,539 (197,313)
5,000 5,000 (5.000)
10,565,635 10,854,807 10,652,365 (202,442)
14,341,557 14,910,960 14,910,890 (70)
36,517,852 36,803,323 37,501,977 698,654
50,859,409 51,714,283 52,412,867 698,584
70,781,476 71,469,560 71,433,548 (36,012)
(231,053) (919,137) 1,249,285 2,168,422
586,000 586,000
(231,053) (333,137) 1,835,285 2,168,422
10,957,589 10,957,589 10,957,589
$ 10,726,536 $ 10,624,452 § 12,792,874  $ 2,168,422
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCE
BUDGETAND ACTUAL
FORFEITED TAX SALE
FOR THE YEAR ENDED DECEMBER 31,2002

REVENUES
Intergovernmental
Charges for services
Land and timber sales
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Conservation of natural resources

Personnel services
Other operating
Capital outlay
Total conservation of natural resources

Intergovernmental:
General government
Total Expenditures
Excess of Revenues Over
(Under) Expenditures

OTHER FINANCING SOURCES (USES)
Transfers out

Net change in fund balances
Fund Balance -January 1

Fund Balance - December 31

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
$ 10,000 $ 14,470 $ 109,811 $ 95,341
2,000 2,000 5,040 3,040
5.950.000 5.950.000 8.956.397 3,006,397
165,000 165,000 150,792 (14,208)
6,127,000 6,131,470 9,222,040 3,090,570
3,200,486 3,199,986 3,192,674 (7,312)
934,572 918,223 942,601 24,378
263,000 238,100 131,170 (106,930)
4,398,058 4,356,309 4,266,445 (89,864)
1,655,113 1,655,113
4,398,058 6,011,422 5,921,558 (89,864)
1,728,942 120,048 3,300,482 3,180,434
(3,270,818) (3,270,818)
1,728,942 (3,150,770) 29,664 3,180,434
426,524 426,524 426,524
$ 2,155,466 $ (2,724,246) $ 456,188 $ 3,180,434

The notesto the financial statements are an integral part of this statement.
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PROPRIETARY FUNDS

Proprietary Funds are used to account for operations that are financed and operated in a manner
similar to private business, with the intent that cost (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges. The following funds have been classified as major funds:

Solid Waste Management - This fund is used to account for the management and
operations of solid waste activities in St. Louis County outside of the Western Lake Superior
Sanitary District area.

Chris Jensen Health & Rehabilitation - This fund is used to account for providing nursing
home, health, and rehabilitation facilities for the public.
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31,2002

Business-type Activities
Enterprise Funds

Chris Jensen Governmental
Health and Other Activities-
Solid Waste Rehabilitation Enterprise Internal
Management Center Funds Total Service Funds
ASSETS
Current assets:
Cash and cash equivalents $ 1,307,523 § 780 $ 96,635 $ 2,264,938 $ 9,491,202
Investments 10,723,896 10,723,896 23,913,520
Accounts receivables (net) 377,789 1,033,820 281,69 1,693,308 198,053
Accrued interest receivable 24,278 24,278 220,307
Due from other governments 23,019 23,019 67,452
Inventories 47,807 61,504 109,311 237,813
Prepaid items 27,200 72,007 99,207 44,123
Total current assets 12,456,505 1,109,607 1,371,845 14,937,957 34,172,470
Noncurrent assets:
Restricted assets
Debt service
Cash and cash equivalents 9,733 11,022 20,795 -
Delinquent taxes receivable 26,968 26,968 -
Deferred charges - issuance costs 15,318 15,318 -
Construction
Cash and cash equivalents 174,159 174,159
Financialassurance
Cashand cash equivalents 277,047 277,047
Investments 2,147,998 2,147,998
Accrued interest receivable 23,276 23,276
Total restricted assets =——2485 099 200,499 2.685.521
Capital assets
Land 233,266 130,656 363,922 25,500
Buildings and structures 6,365,478 5,305,686 1,022,205 12,693,369 834,236
Improvements other than buildings 7,358,002 26,385 7,384,387
Machinery and equipment 896,775 661,197 331,808 1,889,780 5,445,906
Linens 6,500 228,516 235,016
Vehicles 539,749 58,319 45.709 643,777 1,715,600
Constructionin progress 494,130 494,130
Less accumulated depreciation (5,880,172) (2,049,949) (789,642)  (8,719,763) (5,903,067)
Total capital assets, net 9,513,098 4,632,924 838,5% 14,984,618 2,118,175
Total noncurrentassets 11,998,120 4,833,423 838.59% 17,670,139 2,118,175
Total assets 24,454,625 5,943,030 2,210,441 32,608,096 36,290,645

The notes to the financial statement are an integral part of this statement.




LIABILITIES
Current liabilities (payable
from current assets)
Accounts payable
Salaries payable
Compensated absences payable
Claims payable
Due to other governments
Deferred revenue
Capital leases payable
Total current liabilities
(payablefrom current assets)

Current liabilities (payable
from restricted assets)
Accrued interest payable
Deferred revenue
Bonds payable
Total current liabilities
(payablefrom restricted assets)

Noncurrent liabilities:
Compensated absences payable
Claims payable
Capital leases payable
Customerdeposits
Closure and post-closure liabilities
Revenue bonds payable
Total noncurrentliabilities
Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt service
Restricted for financial assurance
Unrestricted

Total net assets

ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF NETASSETS

PROPRIETARY FUNDS
DECEMBER 31,2002

Business-typeActivities
Enterprise Funds

Adjustment to reflect the consolidation of internal service fund activities related to enterprisefunds

f
Net assets of businesstype activities

The notesto the financial statement are an integral part of this statement.

$ 27,256,568

Chris Jensen Governmental
Health and Other Activities -
Solid Waste Rehabilitation Enterprise Internal
Management Center Funds Total Service Funds
348,760 301,229 93,373 743,362 395,040
68,166 494,887 90,481 653,534 149,864
12,010 37,388 8,828 58,226 1,141,868
3,713,825
2,054 6,318 8,372 6,353
3497 45,832 4,559 53,888 743,866
10,470
434,487 885,654 197,241 1,517,382 6,161,286
84,650 84,650
26,884 26,884
85,000 85,000
26,884 169,650 196,534
200,350 827,661 538,114 1,566,125 2,675,312
5,255,802
14,832
8,400 8,400
942,103 942,103
515,000 515,000
1,150,853 1,342,661 538,114 3,031,628 7,945,946
1,612,224 2,397,965 735,355 4,745,544 14,107,232
9,513,098 4,117,924 838,596 14,469,618 2,118,175
9,817 30,849 40,666
1,506,218 1,506,218
11,813,268 . (603,708) 636,490 11,846,050 20,065,238
$ 22842401 $ 3545065 $ 1475086 $ 27862552 § 22183413
(605,984)



ST. LOUIS COUNTY, MINNESOTA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Business-typeActivities
Enterprise Funds

Chris Jensen Governmental
Health and Other Activities-
Solid Waste Rehabilitation Enterprise Internal
Management Center Funds Total Service Funds
Operating Revenues
Charges for services $ 4,843,257 $ 10,922,231 $ 8,481,541 $ 24,247,029 $ 32,441,584
Licenses and permits 2,425 2,425
Other 330,884 97,373 64,381 492,638 1,093,178
Total Operating Revenues 5,176,566 11,019,604 8,545,922 24,742 092 33,534,762
Operating Expenses
Personal services 1,618,722 9,360,418 6,585,617 17,564,757 3,542,310
Contractual services 3,058,489 2,592,086 2,188,137 7,838,712 27,655,547
Materials 166,479 1,063,403 787,015 2,016,897 1,491,097
Depreciation 855,546 115,711 177,756 1,149,013 469,865
Total Operating Expenses 5,699,236 13,131,618 9,738,525 28,569,379 33,158,819
Operating Income (Loss) (522,670) (2112,014) (1,192,603) (3,827,2871 375,943
Nonoperating Revenues (Expenses)
Taxes 9,905 574 472 10,951
Grants 506,416 506,416
Earnings on investments 474,217 10,880 485,097 802,273
Interest expense (79,731) (79,731)
Amortization of bond issuance costs (801) (801)
Loss 0r gain on asset disposal (12,083) (a,083) (12,606)
Disposition of capital assets 39,685
Total Nonoperating
Revenues (Expenses) 910,807 (1,530) 472 909,749 829,352
Income (Loss) Before Contributions
transfers 388,137 (2,113,544) (1,192,131) (2,917,538) 1,205,295
Transfers in 1,221,122 1,192,934 2,414,056
Transfer out (2,324,520) (2,324,520)
Change in net assets 388,137 (892,422) (2,323,717) (2,828,002) 1,205,295
Total net assets - January 1- restated 22,454,264 4437487 3,798,803 30,690,554 20,978,118
Total net assets - December 31 $ 22,842,401 $ 3,545,065 $ 1,475,086 $ 27,862,552 $ 22,183,413

Change in net assets
Adjustmentto reflect the consolidationof internal service fund activities related to enterprisefunds

Change in net assets of businesstype activities

The notes to the financial statements are an integral part of this statement.
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31,2002

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Paymentsto suppliers
Paymentsto employees
Claims paid
Other receipts (payments)
Net cash provided (used) by
operating activities

CASH FLOWS FROMNOCNCAPITAL
FINANCINGACTIVITIES
Proceeds from taxes
Proceeds from grants
Cash paymentsto the Social Service Fund
Proceeds from interfundtransfers
Net capital provided by
noncapltal financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Proceeds from capital debt
Purchase of capital assets
Cost of bond issuance
Principal paid on capital debt
Interest paid on capital debt
Payments on capital leases
Other receipts (payments)

Net capital provided (used) by capital
and related financing activities

CASH FLOWS FROM INVESTINGACTIVITIES
Purchase of investments
Sale of investments
Interestand dividends
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash
and Cash Equivalents

Balances - January 1
Balances- December31

Detail on Statement of Net Assets
Cash and cash equivalents

Current
Restricted

Debt service

Construction

Financial Assurance

Total

Business-typeActivities

Enterprise Funds
Chris Jensen Governmental
Healthand Other Activities -
Solid Waste Rehabilitation Enterprise Internal
Management Center Funds Total Service Funds
$ 4746142 $ 11,711,112 § 9316826 $ 25774080 $ 32,385,839
(3,395,642) (3,687,177) (3,084,396) (10,167,215) (4,637,929)
(1,612,029) (9,272,078) (7,480,073) (18,364,180) (4,577,944)
(21,853,005)
470,846 97,048 50,725 618,619 1,327,124
209,317 (1,151,095) (1,196,918) (2,138.696) 2,644,085
10,154 574 471 11,199
506,484 506,484
(107,692) (107,692)
1221122 1,192,934 2,414,056
516,638 1,221,696 1,085,713 2,824,047
610,880 610,880
(1,312,407) (480,081) (28,280) (1,820,768) (569,867)
(16,219) (16,219)
(2,327,736) (2,327,736)
(89,223) (89,223)
(@470)
27,258 27,258 41,960
(3.729.366) 114,580 (1.022) (3.615.808) (538.3771
(13,188,325) (13,188,325) (30,262,995)
10,354,189 10,354,189 24,467,218
414,001 414,001 787,527
(2,420,135) (2,420,135) (5,008,250)
(5,423,546) 185,181 (112,227) (5,350,592) (2,902,542)
7,017,849 780 1,068,862 8,087,491 12,393,744
$ 1594303 $ 185961 § 956,635 $ 2736899 $ 9,491,202
$ 1,307,523 § 780 % 956,635 $ 2264938 $ 9,491,202
9,733 11,022 20,755
174,159 174,159
277,047 277,047
$ 1594303 S 185961 $ 956,635 § 2736899 % 9,491,202
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Buslness-type Activities
Enterprise Funds

Chris Jensen Governmental
Healthand Other Activities =
Solid Waste Rehabllitation Enterprise Internal
Management Center Funds Total Service Funds

Reconciliation of operating income (loss)to net
cash provided (used) by operating activities:
Operating income (loss) $ 522670) $ (2,112014) $ (1,192603) $ 3.827,287) $ 375,943
Adjustments to reconcile operating income to
net cash provided (used) by operating activities:

Depreciationexpense 855,546 115,711 177,756 1,149,013 469,865
(Increase) Decrease Receivables, net (120,177) 772,303 879,293 1,531,419 (37,031)
(Increase) Decrease Due from other governments 23,062 23,062 (13,069)
(Increase) Decrease Inventories 7431 40,924 48,355 (37.468)
(Increase) Decrease Prepaid ltems (27,200) (15,268) (42,468) (5,384)
Increase (Decrease) Accounts payable (170,674} (11,919) (945,041) (1,127,634) (41,522)
Increase (Decrease) Salaries payable 10,026 25,374 10,101 45,501 18,951
Increase (Decrease) Compensated absences payable (3,333) 62,966 (94,415) (34,782) 117,799
Increase (Decrease) Claims payable 1,562,055
Increase (Decrease) Interfund payable (94,721)
Increase (Decrease) Due to other governments (723) 1,639 150 1,066 (39,354)
Increase (Decrease) Deferred revenue 14,614 (57,815) (43,201) 368,021
Increase (Decrease) Closure & post closure liabilities 138,360 138,360
Increase (Decrease) Customer deposits (100) (100)
Total Adjustments 731,987 960,919 (4.315) 1,688,591 2,268,142
Net cash provided by operating activities $ 209317 $ (1151095 $ (11969181 _$ (2138696 S 2,644,085
NONCASH ACTIVITIES
Disposal of capital assets (book value) $ - $ 12,083 $ 10,027 $
Donation of capital assets 28,280
Transfer of capital assets 2,324,520
Change in fair marketvalue of investments 176,387 98,619

The notes to the financial statement are an integral part of this statement.
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FIDUCIARY FUNDS

Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and which
therefore cannot be used to support the government's own programs.

Private-purpose trust funds - The Patients' Escrow fund is used to account for the
deposit and subsequent return of nursing home residents' trust funds deposited with the
County Auditor. The County acts only as the custodian of these funds and ownership rests
with the nursing home patients.

Investment trust funds - are used to report governmental external investment pools in
separately issued reports and the external portion of these same pools when reported by the
sponsoring government.

Agency funds - are used to report resources held by the reporting government in a purely
custodial capacity.
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

DECEMBER 31,2002
Private-Purpose Investment Agency
Trust Fund Trusts Funds

ASSETS
Cash and cash equivalents $ 35,325 $ 362 $ 10,186,383
Investments 20,000 19,013,414 -
Delinquent taxes receivable 27,560
Accounts receivable 624 - 93,106
Accrued interest receivable 18 176,345 -
Due from other funds - 796,955 -
Due from other governments - 2,057,257

Total Assets 55.9%67 19,987,076 12,364,306
LIABILITIESAND FUND BALANCES
Liabilities

Accounts payable - 706,746

Salaries payable - 614,599

Dueto other funds 796,955 -

Due 10 other governments - 11,042,961

Total Liabilities 796,955 12,364,306

NET ASSETS
Held in trust for pool participants

and other purposes $ 55,967 $ 19,190,121 $

The notes to the financial statements are an integral part of this statement.



ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Private-Purpose Investment
Trust Fund Trusts
ADDITIONS
Interest $ 983 $ 29,824,688
Miscellaneous 144,566 1,018,376
Total Additions 145,549 30,843,064
DEDUCTIONS
Refunds of contributions 175,957
Distributionsto participants 43,523,173
Total Deductions 175,957 43,523,173
Changes in net assets (30,408) (12,680,109)
Net assets -January 1 86,375 31,870,230
Net assets = December 31 3 55,967 $ 19,190,121

The notesto the financial statements are an integral part of this statement.
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ST. LOUIS COUNTY, MINNESOTA
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31,2002

Note 1. Summary of Significant Accounting Policies

The financial reporting policies of St. Louis County conform to generally accepted accounting principles. The following is a
summary of significant policies.

A. Financial Reporting Entity

St. Louis Countywas established March 1 ,1856, as an organized county having powers, duties and privileges granted counties
by Minn. Stat. Ch. 373. The County is governed by a seven-member Board of Commissionerselected from districts within the
County. A County Administrator is appointed by the County Board. The board is organized with a chair and vice-chairelected at
the annualmeeting in January of each year. The County Auditor, elected on a county-wide basis, serves asthe Clerk of the Board
of commissioners but has no voting privileges.

As a resultof applyingthe Governmental Accounting Standards Board (GASB) Statement 14 criteria for determining the reporting
entity, the following organization has been included in the County's financial statements:

St. Louis County Housing and RedevelopmentAuthority (Blended Component Unit)

The St. Louis County Housing and Redevelopment Authority is headed by a Board comprised of all members of the St. Louis
County Board of Commissioners. Itwas establishedfor the purpose of conducting housing and economic development services
for St. Louis County. The County Administrator is the Executive Director of the Authority. The Authority follows the same
accounting policies as the County. A tax is levied by the Authority, subject to a maximum amount established by the County
Board, on certain areas within the Countyto help supportthe activities of the Authorii.

Separate financial information can be obtained from the St. Louis County Auditor's Office.
B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net assets) report
information on all of the nonfiduciary activities of the County and its component unit. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on fees and
chargesfor support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Directexpensesare those that are clearlyidentifiable with a specific function or segment. Program revenues
include: 1) chargesto customersor applicants who purchase, use, or directly benefitfrom goods, services, or privileges provided
by a givenfunctionor segmentand 2) grants and contributionsthat are restrictedto meetingthe operational or capital requirements
of a particularfunctionor segment. Taxes and other items not properly includedamong program revenuesare reported insteadas
general revenues.

Separate financial statements are provided for governmentalfunds, proprietaryfunds, and fiduciary funds, even thought the latter
are excludedfrom the government-widefinancial statements. Major individualgovernmental funds and major individualenterprise
funds are reported as separate columns in the fund financial statements.

C. MeasurementFocus, Basis of Accounting, and Financial Statement Presentation

The government-widefinancialstatementsare reported usingthe economic resources measurementfocus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned and
expensesare recorded when a liability is incurred, regardlessof the timing of related cash flows. Propertytaxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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ST. LOUIS COUNTY, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2002

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or S00n enough thereafter to pay liabilities of the
current period. For this purpose, the County considersrevenuesto be available if they are collected within 60 days of the end of
the currentfiscal period. Expendituresgenerally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, and other long-term obligations, are recorded only when payment is due.

Property taxes, charges for services, and interest associated with the current fiscal period are all considered to be susceptibleto
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the County.

The County reports the following major governmental funds:

The General Fund is the County's primary operating fund. It accounts for all financial resources of the County, except those
required to be accounted for in anotherfund.

The Road and Bridge Special Revenue Fund accounts for the proceeds of revenue sources restrictedto expenditures related to
public works activities.

The Social Services Special Revenue Fund accounts for the operations and financial activities of Social Services Department.

The Forfeited Tax Sale Special Revenue Fund accountsfor the proceeds from the sale or rental of landsforfeited to the State of
Minnesota.

The County reportsthe following major proprietary funds:

The Solid Waste Management Fund accounts for the activities of solid waste operationswithinthe County, but outside the Western
Lake Superior Sanitary Districtservice area.

The ChrisJensen Healthand RehabilitationCenter Fund accountsfor the activities of the Center, a nursinghome, and a healthand
rehabilitationfacility for the public.

Additionally, the County reports the following fund types:

Nonmajor Special Revenue Funds account for the Housingand RedevelopmentAuthority activities,the Community Development
Block Grant activities, the Northeast Minnesota Housing Consortium, the Septic Loan program, and the Forest Resources activities.

Debt Service Funds account for the resources accumulated and payments made for principal and interest on long term debt.
The Capital Projects Fund accounts for building and remodeling projects for governmental activities.

The Shoreline Sales Permanent Fund is used to report resourcesthat are legally restrictedto the extentthat only, interestmay be
used to support the County's program.

Enterprise Funds account for Nopeming Care Center activities, Community Food Service activities, Laundry services, and
Supervised Living Facilities servicesto other government agencies and various County departments.

Internal Service Funds account for Printing services, County Garage (fleet management) services, Property, Casualty, Liability
Insurance coverage, Workers' Compensation Insurance coverage, Medical/Dental Insurance coverage, Management Information
Systems services, Telecommunications services, and Retired Employees' Health Insurance coverage provided to other
departments or agencies of the County or to other governments, on a cost reimbursement basis.

The Patients' Escrow Private Purpose Trust Fund is used to accountfor resources legally held for nursing home residents.
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The InvestmentTrust Funds account for individual investmentaccounts provided to another legally separate entity, the State of
Minnesota, for Taconite Relief under Minn. Stat. Section 298.015 and Taconite ProductionTax under Minn. Stat. Section 298.24.

Agency Funds account for resources held by the County in a purely custodial capacity.

Private-sectorstandards of accounting and financial reporting issued priorto December 1, 1989, generallyare followed in boththe
government-wide and proprietary fund financial statementsto the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. Governments also have the option of following subsequentprivate-
sector guidance for their business-typeactivities and enterprisefunds, subjectto this same limitation. The County has elected not
to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminatedfrom the government-wide financial statements. Exceptionsto
this general rule are payments-inlieu of taxes and other charges between the County's proprietary operations and various other
functions:of the County. Eliminationof these charges would distort the direct costs and program revenues reported for the various
functions concerned.

Amounts reported as program revenues include 1) chargesto customers or applicantsfor goods, services, or privileges provided,
2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated resources are reported as
general revenues ratherthan as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generally resultfrom providingservices and producing and deliveringgoods in connectionwith a proprietaryfund's principalongoing
operations. The principal operating revenuesof the enterprise funds, and the government's internal service funds are chargesto
customers for sales and services. Operating expensesfor enterprise funds and internalservice funds includethe cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.
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D. Reconciliation of Government-Wide and Fund Financial Statements

ST. LOUIS COUNTY, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS

Explanation of Differences between Governmental Funds Balance Sheet and the Statement of Net Assets

The "total fund balances" of the County's governmentalfunds differs from "net assets" of governmental activities reported in the
statementof net assets. This difference primarily results from the long-term economic focus of the statement of net assets versus
the currentfinancial resourcesfocus of the governmentalfunds balance sheet.

ASSETS
Cash and cash equivalents
Investments
Assets held by escrow agent
Delinquenttaxes receivable
Accounts receivable (net)
Accrued interest receivable
Loans receivable
Interfund receivable
Due from other governments
Receivables (net)
Internal balances
Inventories
Prepaid items
Capital assets (net)

Total Assets

LIABILITIES

Accounts payable

Contracts payable

Salaries payable

Compensated absences payable

Claims payable

Bond interest payable

Interfund payable

Dueto other governments

Deferred revenue

Capital leases payable

Noncurrent liabilities

Due within one year

Due in more than one year
Total Liabilities

FUND BALANCE/NET ASSETS
Invested in capital assets,
net of related debt
Restricted
Reserved
Unrestricted
Designated
Special revenue funds
Debt service funds
Capital projectsfunds
Permanentfunds
Undesignated
Total unrestricted

Total Fund Balance/Net Assets

Total Liabilities and
Fund Balance/Net Assets

Total Long-term internal Reclassification Statement of
Governmental Assets Service and Net Assets
Funds Liabilities (1) Funds (2) Elimination (3) Total
$ 77,740,168 $ - $§ 9491202 % $ 87,231,370
1,147,365 23,913,520 25,060,885
43,768 43,768
3,470,660 (3,470,660)
14,236,733 198,053 (14,434,786)
477,430 220,307 (697,737)
1,134,346 (1,134,348)
1,014,885 (1,014,885)
11,429,970 67,452 (11,497,422)
31,234,951 31,234,951
605,984 605,984
3,085,352 237,813 3,323,165
44,123 44123
- 275,104,904 2,118,175 - 277,223,079
113,780,677 275,104,904 36,896,629 (1,014,885) 424,767,325
5,334,189 395,040 8,650,469 14,379,698
563,698 (563,698)
4,243,833 149,864 (4,393,697)
874,268 (874,268)
164,238 (164,238)
1,014,885 (1,014,885)
2,648,215 6,353 (2,654,568)
21,790,683 (15,277,817) 743,866 7,256,732
5,718,707 4,866,163 10,584,870
61,675,560 7,945,946 69,621,506
36,469,771 52,280,688 14,107,232 (1,014,885) 101,842,806
- 241,426,057 2,118,175 - 243,544,232
26,385,900 - (4,967,743) 21,418,157
39,602,205 - - 39,602,205
7,037,326 - - 7,037,326
886,715 - - 886,715
3,398,760 - - 3,398,760
(18,601,841) 20,671,222 4,967,743 7,037,124
50,925,006 (18,601,841) 20,671,222 4,967,743 57,962,130
77,310,906 222,824,216 22,789,397 - 322,924,519

$ 113,780,677

$ 275104904 $ 36896629 $ (1,014,885) $ 424,767,325
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(1) When capital assets (land, buildings, equipment) that are to be used in governmental activitiesare purchased or constructed,
the cost of those assets are reported as expendituresin the governmental funds. However, the statement of net assets includes
those capital assets among the assets of the County as awhole.

Cost of capital assets $ 442,004,021
Accumulated depreciation (166,989,117)
$ 275,104,904

Because the focus of governmentalfunds is on short-term financing, some assets will not be available to pay for current-period
expenditures. Those assets (for example, receivables)are offset by deferred revenue inthe governmentalfunds, and thus are not
included infund balance.

Adjustment of deferred revenue $ 15,277,817

Long-term liabilitiesapplicableto the County’s government activities are not due and payable inthe current period and accordingly
are not reported in fund liabilities. All liabilities-- both those due within one year and those due in more than one year -- are
reported inthe statement of net assets. Balancesat December 31 ,2002vere:

Bond interest payable $ 164,238

—_—— 2

Due Within Due In More
One Year Than One Year

Bonds and notes payable $ 4,048,597 $29,410,469
Land purchase 107,475 107,475

Compensated absences 1,386,245 31,568,021

Capital leases payable 176.390 589.595

$ 5,718,707 $61,675,560

(@) Internal service funds are used by management to charge the cost of certain activities, such as insurance and printing, to
individualfunds. The assets and liabilitiesof the internalservice funds are includedin governmental activities in the statement of
net assets.

(@ Reclassificationsare used primarily to condense various receivables and payables into single totals, receivables, net and
accounts payable and to move reservations of fund balance that are not available for appropriationto unrestricted net assets.
Eliminations are to offset interfund receivablesand payables.
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Explanation of Differences between Governmental Funds Operating Statement and the Statement of Activities
The "net change in fund balances" for governmental funds differs from the "change in net assets" for governmental activities

reported in the statement of activities. The differences arise primarily from the long-term economic focus of the statement of
activities versus the currentfinancial resourcesfocus of the governmental funds.

Long-term
Total Long-term Capital Internal Debt Statement
Governmental Revenue, Related Service Transactions  of Activities
Funds Expenses (1) Items (2) Funds (3) (4) Totals
Revenues and Other Sources
Taxes $ 80,580,107 $ 47,741 $ -3 - 3 - $ 80,627,848
Licensesand permits 156,541 156,541
Intergovernmental 99,966,871 - 99,966,871
Chargesfor services 9,906,530 - 9,906,530
Fines and forfeits 1,660,585 - 1,660,585
Earningson investments 2,772,496 802,273 3,574,769
Gifts and contributions 8,368 8,368
Land and timber sales 12,238,312 (313,456) 11,924,856
Miscellaneous 2,632,945 210,216 2,843,161
Other sources:
Bonds issued 12,415,000 - (12,415,000)
Premium proceeds 171,268 (171,268)
Loan proceeds 27,000 (27,000)
Total Revenuesand Other 222,536,023 (55,499) 802,273 (12,613,268) 210,669,529
Expenditures/Expenses
Current:
General government 27,407,335 1,655,113 445,235 (339,001) 951,533 30,120,215
Public safety 22,160,090 9,305,849 674,576 (88,138) 520,840 32,573,217
Highways and streets 26,942,419 (620,093) 14,277,705 9,443 201,061 40,810,535
Health and sanitation 6,443,495 30,137 (109,379) 125,430 6,489,683
Welfare 71,463,828 183,631 (444,208) 692,781 71,896,032
Culture and recreation 1,197,054 7,632 1,204,686
Conservation of natural
resources 6,517,680 197,533 (37,723) 49,817 6,727,307
Economic development 3,608,162 2,495 2,185 3,612,842
Debt service:
Principal 10,897,692 (10,897,692)
Interest and other charges 1,554,057 44,454 1,598,511
Capital outlay 29,173,329 (29,173,329)
Intergovernmental:
General government 1,655,113 (1,655,113)
Public safety 9,305,849 (9,305,849)
Total 218,326,103 (575,639) (13,354,385) (1,009,006) {8,354,045) 195,033,028
Other financing uses/changes
in net assets:
Transfers in (12,849,724) - (12,849,724)
Transfers out 15,263,780 15,263,780
Capital assets adjustments (5,830,283) (349,953) (6,180,236)
Increase in inventories (620,093) 620,093
Total 1,793,963 620,093 (5,830,283) (349,953) (3,766,180)
Total Expenditures 220,120,066 44,454 (19,184,668) (1,009,006) (8,703,998) 191,266,848
Net change for the year $ 2415957 $ (99,953) $ 19184668 $ 1,811,279 $ (3,909,270) $ 19,402,681
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(DBecause some property taxes will not be collected for several months after the County's fiscal year ends, they are not
considered as "available revenues" in the governmentalfunds. Similarly, certain aids and grant revenues not currently available at
year-end are not reported as revenue inthe governmental funds.

Propertytaxes $ 47,741
Long-term receivables:
Land & timber sales (313,456)
Generalfund 210,216
$ (55,499)

Some expenses reported in the statement of activitiesdo not require the use of current financial resources and therefore are not
reported as expenditures in governmentalfunds.

Bond interest payable $ 44,454

(2)When capital assetsthat are to be used in governmental activities are purchased or constructed, the resources expended for
those assets are reported as expendituresin governmentalfunds. However, inthe statement of activities,the cost of those assets
is allocated over their estimated useful lives and reported as depreciation expense. As a resultfund balance decreases by the
amount of financial resources expended, whereas net assets decreases by the amount of depreciation expense charged for the
year.

Capital outlay $ (29,173,329)
Depreciation expense 15,818,944
Difference $ (13,3%4,385)

Changesto capital assets not resultingfrom capital outlay such as the transfer of assetsfrom Nopeming Care Center, contributions
from the State for road construction projects, work in progress and retirements are reported as capital asset adjustments.

Additions $ 6,928,841
Retirements 1,098,558)
Difference $ 5,830,283

(3 Internal service funds are used by management to charge the costs of certain activities, such as insurance and printing, to
individualfunds. The adjustments for internal service funds "closes" those funds by debiting or crediting additional amounts to
participating governmental and business type activitiesto completely cover the internal service funds, income or loss for the year.

(4) Bond proceeds are reported as financing sources in governmentalfunds and thus contributeto the change infund balance. In
the government-wide statements, however, issuing debt increases long-term liabilitiesin the statement of net assets and does not
affectthe statement of activities. Proceedswere received from:

Capital equipment note $ 12,586,268
Septic loan proceeds 27,000
$ 12,613,268

Repayment of bond principal is reported as an expenditure in governmental funds and, thus, has the effect of reducing fund
balance because currentfinancial resources have been used. Forthe County as whole, however, the principal payments reduce
the liabilitiesinthe statement of net assetsand do not resultin an expense inthe statement of activities. The County's bonded debt
was reduced when principal payments were made to bond holders. Changes in long-term liabilities (compensated absences and
capital leases) also resultin an expense in the statement of activities.

Principal payments made $ (20,897,692)
Compensated absences 2,659,133
Land purchase (107,475)
Capital leases (349,953)
Other (8,011)

$ (8,703,998)
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E. Budgetary Data

General Budget Policies

The County is required by Minn. Stat. Ch. 383C, to adopt an annual budget for the General, Special Revenue, and Debt Service
Funds. These budgets are prepared on the modified accrual basis of accounting plus encumbrances.

The County is also required to adopt a budget for the Capital Projects Funds. An appropriationfor expendituresfromthe capital
project funds continuesinforce untilthe purposefor which itwas made has been accomplishedor abandoned. The purpose of a
capital expenditure appropriation is abandoned if three years pass without a disbursement from or encumbrance of the
appropriationor at the discretionof the County Administrator. These budget periods are not consistentwiththe method of financial
reporting; therefore, comparisons between the results of operations and budgets in these funds are not relevant and are not
presented.

The County Board has establishedthe legal levelof controlfor County departmentsto be atthe agency level. Countydepartments
are comprised of one or more sub-departments(agencies). Each department can spend its agency levelbudgets on any line item
withinthat agency so long as the total agency budget is not overspent. However, no public aid assistance and/or personalservices
budget authority may be used for any other purpose without Board approval.

The County Board also authorizesDepartment Headsto add and delete positionswithintheir personnelcomplement so long as the
total full-time equivalentpersonnelcomplement does not exceed the total number of authorized positionsapproved by the County
Board.

Transfers of appropriations between departments require the approval of the County Board. Each appropriation, except an
appropriationwithinthe Capital Project Funds, lapses at the close of the fiscal year to the extentthat it has not been expended or
encumbered, Amounts infunds unexpendedat the end of the fiscal year may be carried over from one fiscal year to the nextin
accordancewith generally accepted accounting principles.

Budgets can be amended during the year by the County Board. Supplemental appropriationsor budget reductionsare reviewed by
the County Administrator's office and submitted to the County Board for their review and approval. If approved, they are
implemented by the Auditor's Office as budget revisions. Supplemental appropriations could be required because of several
factors, includingthe awarding of state and federal grants during the year and the providingfor funding for unanticipated program
requirements. Budget revisionswere necessary during the year. The effect of these amendmentswas an increase in budgeted
County funds of: $26,057,800.

Procedurefor Preparingthe Annual Budget

1. Early each year, the County Administrator meets with budget staff to discuss preparations for next year's budget. A basic
budget strategy is developed atthat time, based on guidelines and policies established by the County Board.

2. Budget requestforms are sent outto each department. Includedis a memo from the County Administrator highlightingbasic
guidelinesfor preparing budget request.

3. All departments submit preliminary estimates of their requested appropriationsand anticipated revenues by the end of May.
These figures are usedto determinethe amount of tax levythat would be requiredto meet departmental request, and the amount
of budget adjustments that the County Administrator will need to make during the preliminary budget hearings in order to meet
goals established by the County Board.

4. Preliminary budget hearings are held by the County Administrator with each department. These hearings begin about mid-June
and last until about mid-July.

5. The County Administrator's recommended budget is given to the County Board priorto September 15. The County Board will
certify by resolutionto the County Auditor a maximum proposed propertytax levy by September 15th, whichwill be usedto comply
with the Truth in Taxation provisionsof state law.

6. The County Board holdsformal public hearingson the proposed budget and adopts by resolutionthe final budget and tax levy
on or before December 28.
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Encumbrances

Encumbrance accounting, underwhich purchase orders, contracts, capital reserves, and other commitments for the expenditureof
monies are recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of formal
budgetary integration in the governmental funds. Encumbrances outstanding at year-end are reported as reservations of fund
balances and provide authority for the carryover of appropriations to the subsequentyear in order to complete these transactions.

Budget Basis of Accounting

Budgets for the General, Special Revenue and Debt Service Funds are adopted on a basis consistentwith generally accepted
accounting principles (GAAP), except that encumbrances are treated as budgeted expenditures in the year in which the
commitmentto purchase is incurred. Budgetto actual comparisons inthis report are on this budgetary basis.

Explanation of Differences Between Budgetary Basis and GAAP Expenditures and Fund Balances

Road and Social Forfeited Forest
General Bridge Services Tax Sale Resources

Fund Fund Fund Fund Fund

EXPENDITURES

Actual amounts (budgetary basis) "total
expenditures”from the Statementof Revenues,
Expenditures,and Changesin Fund Balances-

Budget and Actual $ 69425438 $ 44438692 $ 71,433,548 $ 5921558 $ 874,653

Differences- budgetto GAAP:

Encumbrances for supplies and equipment
ordered but not receivedis reportedin the year
the order is placed for budgetary purposes, but
inthe yearthe suppliesare receivedfor financial

reporting purposes. 40,220 (526,567) (4,402) (27,880) (56,921)

Total expendituresas reportedon the Statement
of Revenues, Expenditures, and Changes in

Fund Balances - Governmental Funds 69,465,658 43912125 71,429146 5,893,678 817,732

FUND BALANCES

Actual amounts (budgetary basis) "fund
balances" from the Statement of Revenues,
Expenditures,and Changesin Fund Balances-

Budgetto Actual 20.473,616 16,324,197 12,792,874 456,188 6,702,459

Differences - budget to GAAP:

Encumbrances for supplies and equipment
order but not receivedis reported inthe yearthe
order is placed for budgetary purposes, but in
the year the supplies are received for financial

reporting purposes. (40,220) 526,567 4,402 27,880 56,921

Total fund balances as reported on the
Statement of Revenues, Expenditures, and

Changes in Fund Balances - Governmental
Funds $ 2943339% $ 16,850,764 $ 12,797,276 § 484,068 $ 6,759,380
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F. Accounting Changes
Fund Restatements

As of January 1 2002, the County determined that the fund balance inthe Road and Bridge Fund was understateddue to sand
and gravel inventory being excluded in pastyears.

As of January 1,2002, the County determined that the fund balance inthe Social Service Fundwas overstated due to over accrual
of receivablesinthe prioryear and under accrual of payables inthe prior year.

/

As of January 1 2002, the Countydetermined that the net assetsinthe Supervised Living Facility Fundwas overstated due to over
accrual of receivablesin prior year.

Fund Balance

Net Assets Fund Balance
January 1,2002 Net Assets
As Previously January 1,2002

Reported Restatement As Restated

Special Revenue Funds

Road and Bridge $ 15232078 $ 724,016 $15,956,094
Social Services 11,582,308 (624,719) 10,957,589
Forfeited Tax Sale 426,524 - 426,524
Housing and RedevelopmentAuthority 591,872 - 591,872

Community Development Block Grant - - -
Northeaster Minnesota Housing Consortium

Septic Loan 522,956 - 522,956
Forest Resources 5,350,586 - 5,350,586

Total Special Revenue Funds $ 33706324 % 99,297  $33,805,621

Enterprise Funds

Solid Waste Management $ 22454264 $ - $22,454,264
Chris Jensen 4,437,487 - 4,437,487
Nopeming 2,498,185 - 2,498,185
Community Foods 197,820 - 197,820
Laundry 778,760 - 778,760
Supervised Living Facilities 431,730 (107,692) 324,038

Total Enterprise Funds $ 30798246 $ (107,692) $30,690,554

Calculation of Beginning Net Assets

The County implemented the Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis- for State and Local Governments. The beginning net assetsamount for the Governmental Funds
was calculated as follows:

Governmental Funds Beginning Fund Balance at January 1 2002, as restated $74,894,949
Capital assets (net) 255,920,236
Deferred revenue 15,333,316
Bond interest payable (119,784)
Internal Service Funds equity 20,978,118
Generallong term debt (63,484,997)
Governmental Funds Beginning Net Assets at January 1,2002 $303,521,838
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G. Assets, Liabilities,and Net Assets or Equity
Cash and Cash Equivalents

Available cash balancesfrom all funds are pooled and investedin accordance with Minnesota State Statutes. Cash balances and
pooled investmentsare at fair value based on quoted market prices. The pool is not subject to regulatory oversight. Fair value
amounts are determined at year end. The County has not providedor obtained any legally bindingguaranteesto supportthe value
of the pool. Pursuantto Minn. Stat. Section 385.07, investmentearningson cash balances and pooled investmentsare credited to
the General Fund. Pooled investmentearningsfor 2002 were $2,539,680. Each fund's share of the pool is shown on the financial
statements as "Cash and Cash Equivalents.” For proprietary fund-type statement of cash flows, all change funds and all highly
liquid investments (includingrestricted assets)with a maturity of three months or lesswhen purchased, are consideredto be cash
equivalents.

Property Taxes

In September of each year the County Board certifies a proposed property tax levy to the County Auditor. Notices of proposed
taxes are mailed to taxpayers informing them of the proposed tax on their property and of the time and location of a meeting at
whichthe final property tax levy will be established by the Board of County Commissioners. Subsequentto that meeting butwithin
five businessdays of December 20, the Board certifies to the County Auditor the final property tax levy, which generally cannot
exceed the proposed levy.

The tax levy is spread on all taxable property based onthe value of the property onthe assessmentdate. At the time the taxes are
spread they become a lien on the property as of the assessment date, althoughthey do not become due and payable untilthe
subsequentJanuary 1. Forthe most part, taxpayers are allowed to pay the taxes in two equal installmentson or before May 15
and October 15 without penalty. Revenuesare accrued and recognized inthe year collectible, net of delinquencies. Taxeswhich
remain unpaid at December 31 are delinquent. Collections within 60 days after year-end are recognized as revenue and the
balance offset by deferred revenue.

Inventories

Road and Bridge Special Revenue Fund inventoriesconsist of expendable supplies held for consumption and are valued at cost
using the moving average method. Inventorieditems are recorded as expenditures at the time that they are purchased. The
reported inventories are offset by a reserve of fund balance to indicate that they do not constitute available spendable resources.

The enterprise funds' inventoriesconsistof expendable supplies held for consumptionand are recorded as an expensewhen used.
Internalservice funds' inventoriesconsist of items for resale and consumption and are recorded as an expense when sold or used,
Inventoriesare priced atthe lower of cost or marketon afirst-in, first-out basis.

Restricted Assets

Certain proceeds of the County's Solid Waste Management Fund and the Chris Jensen Health and Rehabilitation Center Fund
bonds, as well as certain resourcesset aside for their repayment, are classified as restricted assets on the statement of net assets
because their use is limited by applicable bond covenants. Also, other resources are restrictedfor financial assurance related to
the County solid waste landfilloperation. When an expense is incurredfor which both restricted and unrestricted net assets are
available, restricted resources are applied first.
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Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g ., roads, bridges sidewalks, and similar
items), are reported in the applicable governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined bythe governmentas assetswith an initial, individualcostof more than $5,000 (amount not
rounded) and an estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Major outlaysfor capital assets and improvements are capitalized as projects are constructed.
Donated capital assets are recorded at estimated fair marketvalue at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materiallyextendthe life of the assetare
not capitalized.

Depreciationhas been provided over the estimated useful life using the straight-line method. The estimated useful lives are:

Buildingsand Improvements: 30-70 years

Improvements other than buildings: 10-20years

Machinery and equipment: 5-10years

Vehicles: 5-7 years

Infrastructure: 25 years
Compensated Absences

Under the County's personnel policies and union contracts, County employees are granted vacation and sick leave in varying
amounts based 0N length of service. Vacation leave accrual varies from 3.75 to 5.75 hours per biweekly pay period.

Unused accumulated vacation is paid to employees at termination. All vacation pay is accrued when earned in the government-
wide, proprietary, and fiduciary fund financial statements. The current portion of vacation pay is accrued inthe governmentalfunds.

Vested sick leave is paid to employees at retirement or is used for the payment of employee's health insurance coverage during
their retirement. The vested sick leave and unvestedsick leave likely to become vested (vesting sick leave) are estimated usingthe
termination payment method prescribed by GASB Statement No. 16. Both vested and vesting amounts are recognized in the
govemment-wide proprietary, and fiduciary fund financial statements as liabilities, but not inthe governmental funds.

Unvested sick leave for all County funds inthe amount of $9,930,012 (total accumulated sick leave less estimated amounts of
vested and vesting sick leave) at December 31, 2002 is availableto employeesin the event of illness-relatedabsences and is not
reported inthe financial statements.

Closure and Postclosure Care Costs

In accordance with Governmental Accounting Standards Board's Statement No. 18, Accounting for Municipal Solid Waste Landfill
Ctosuore amdt Postclosure Care Costs, the County has accrued liabilitiesfor closure and postclosure costs associated with future
closing of its Regional Landfill.

State and federal laws and regulationsrequirethe Countyto place afinal cover on its landfillsite when it stops acceptingwaste and
to perform certain maintenance and monitoring functions at the site for thirty years after closure. Although closure and postclosure
care COStS will be paid only near or after the date that the landfill stops accepting waste, the County reports a portion of these
closure and postclosure care costs as an operating expense in each period based on landfill capacity used as of the financial
statement date. The $942,103 for the open area reported on the Solid Waste Management Enterprise Fund statement of net
assets as landfill closure and postclosure liability at December 31,2002, representsthe following:
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Postdosure liability
This is the liabilityfor post closure costs for the Regional Landfill. $523,635
Itis based on the use of 65.69% of the existing total area.

Closure liability
This is the liability for closure costfor the Regional Landfill.
Itis based on the use of 48.44% of the existing open area. $418,468

The County will recognize the remaining $718,800in costs of closure and postclosure care of the open area as the remaining
estimated capacity of the open area of the Regional Landfillisfilled. The amounts are based on what it would costto perform all
closure and postclosure care in 2003. The County expects the open area to be closed in 2007 or later. Actual coStS may be
higher due to inflation, changes in technology, or changes in regulations.

The County is required by state and federal laws and regulationsto make annual contributionsto a restricted account to finance
closure and postclosure care of the last cellthat will be acceptingwaste. The County is in compliance with these requirements, and
at December 31, 2002, restricted assets of $2,448,32lare included in the amounts shown on the Solid Waste Management
Enterprise Fund balance sheet as FinancialAssurance Restricted Assets - Cash and cash equivalents, Investments, and Accrued
interest.

Financialassurance fund contributionsnecessaryto accumulate these funds will be generated from service fees and tipping fees
on solid waste, as well as from funds generated from the Greater Minnesota Landfill Cleanupfee. Thisfee is $2.00per cubic yard
on solid waste deposited at the landfill.

Long-term Obligations

Inthe govemment-wide financial statements, and proprietaryfund types in the fund financialstatements, long-term debt and other
long-term obligationsare reported as liabilities inthe applicable governmental activities, business-typeactivities, or proprietaryfund
type statementof net assets. Bond premiums and discounts, as well as issuance 00StS, are deferred and amortized over the life of
the bonds usingthe effective interestmethod. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

Inthe fund financial statements, governmentalfund types recognize bond premiums and discounts, as well as bond issuance costs,
during the current period. The face amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Fund Equity

Inthe Fund Financial Statements, governmentalfunds report reservationsof fund balance for amounts that are not available for
appropriationor are legally restricted by outside parties for a specific purpose. Designationsof fund balance represent tentative
management plans that are subjectto change.

H. Federal Audit Requirements

The Single Audit Act Amendments of 1996 requiresthe County to have a single, independent audit of its financial operations,
includingcompliance with certain provisionsof federal law and regulations. This audit requirementwas compliedwith for fiscal year
ended December 31 ,2002the auditor's reports on compliance and internal accounting control will be issued separately.

. Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles requires managementto
make estimates and assumptions that affect the reported amounts of assets and liabilitiesand disclosureof contingent assets and
liabilitiesat the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual amounts could differ from those estimates.
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Note 2. Detailed Notes on all Funds and Account Groups
A. Assets
Deposits

Minn. Stat. Sections 118A.02 and 118A.04 authorize the County to deposit its cash and to investin certificates of deposit in
financial institutions designated by the County Board. At December 31, 2002, County deposits totaled $24,911,261, of which
$114,053 were cash deposits and $24,797,208 was invested in certificates of deposit.

Followingis'a summary of the deposits covered by insuranceor collateral at December 31, 2002:

(Amounts in Dollars)

Bank Carrying
Balances Amounts
Covered Deposits
Insured or collateralized with securities held by the County or its agent in the
County's name 23,235,362 23,281,767
Collateralized with securiiies held by the pledging financial institution'strust
departmentor agent inthe County's name 1,629,494 1,629,494
Uncollateralized -
Total Deposits 24,864,856 24911261

Investments

Minn. Stat. Ch. 118A authorizesthe following Safekeeping Options and Requirements-
Investments may be held in safekeeping with:

1. any federal reserve bank;

2. any bankauthorized under the laws of the United States or any state to exercise corporate trust powers, including but not limited
to, the bankfrom which the investmentis purchased;

3. a primary reporting dealer in United States government securities to the Federal Reserve Bank of New York; or

4. asecurities brokerdealerhavingits principalexecutive office in Minnesota, licensed under Chapter 80A, or an affiliate of it, and
regulated by the Securities and Exchange Commission; provided that the government entity's ownership of all securities is
evidenced by written acknowledgements identifying the securities by the names of the issuers, maturity dates, interest rates,
CUSIP number, or other distinguishing marks.

Type of securities availableto the County for investment:

1. governmental bonds, notes, bills, mortgages, (excluding high-risk mortgage-backed securities), and other securities, which are
direct obligations or are guaranteed or insured issues of the United States, its agencies, its instrumentalities,or organizations
created by an act of Congress;

2. any securitywhich is (a) a general obligation of any state or local governmentwith taxing powers which is rated "' A or better by
a national bond rating service, (b) a revenue obligationof any state or local governmentwith taxing powers which is rated "AA" or
better by a national bond rating service, or (c) a general obligation of the Minnesota Housing Finance Agency which is a moral
obligation of the State of Minnesota and is rated " A or better by a national bond rating agency;

3. commercial paper issued by United States corporations or their Canadian subsidiariesthat is rated in the highest quality
category by at leasttwo nationally recognized rating agencies and matures in 270 days or less;
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4. time deposits that are fully insured by the Federal Deposit Insurance Corporation or bankers acceptances of United States
banks;

5. repurchase agreements consisting of collateral allowable in section 118A.04 and reverse repurchase agreements with (a) a
financial institutionqualified as a "depository" of public funds of the government entity, (b) any other financial institutionwhichis a
member of the Federal Reserve System and whose combined capital and surplus equal or exceeds $10,000,000, (c) a primary
reporting dealer in United States government securitiesto the Federal Reserve bank of New York; or (d) a securities broker-dealer
licensedpursuantto Chapter 80A, or an affiliate of it, and regulated by the Securitiesand Exchange Commissionand maintaininga
combined capital and surplus of $40,000,000 or more, exclusive of subordinated debt;

6. agreements or contracts for (a) shares of a Minnesotajoint powers investment trust whose investments are restricted to
securitiesdescribed in subdivision2 and section 118A.04, (b) units of a short-term investmentfund established and administered
pursuantto regulation9 of the Office of the Comptroller of the Currency, inwhich investmentsare restrictedto securitiesdescribed
in this section and section 118.04A; (c) shares of an investment company which is registered under the Federal Investment
Company Act of 1940 and which holds itself out as a money market fund meeting the conditionsof rule 2a-7 of the Securiiiesand
Exchange Commission and is rated in one of the two highestrating categoriesfor money market funds by at least one nationally
recognized statistical rating organization; or (d) shares of an investmentcompany which is registered underthe Federal Investment
Company Act of 1940, and whose shares are registered under the Federal Securities Act of 1933, as long as the investment
company's fund receivesthe highest credit rating and is rated in one of the two highest risk rating categories by at least one
nationally recognized statistical rating organization and is invested infinancial instrumentswith a final maturity of no longer than
13 months;

7. agreements or contracts for guaranteed investment contracts if they are issued or guaranteed by United States commercial
banks, domestic branches of foreign banks, United States insurance companies, or their Canadian subsidiarieswith the credit
quality of the issuer's or guarantor's short and long term unsecured debt rated in one of the two highest categories by a nationally
recognized rating agency, and with the provisionthat shouldthe issuer's or guarantor's credit quality be downgraded below "A", the
governmente ntii must have withdrawal rights;

8 general obligationtemporary bonds of the same governmental entity issued under section 429.091, subdivision7, 469.178,
subdivision5, or 475.61, subdivision 6.

Funds held in a debt service fund may also be usedto purchase any obligation, whether general or special, of an issue which is
payablefrom the fund, at such price, which may include a premium, as shall be agreed to by the holder, or may be usedto redeem
any obligationof such an issue priorto maturity in accordance with itsterms. The securitiesrepresenting any such investment may
be sold by the governmental entity at anytime, but the money so received remains part of the fund until used for the purpose for
which the fund was created.

Three levels of custodial credit risk for securities are denied by generally accepted accounting principles:
1 securitiesthat are insured or registered, or for which the securities are held by the County or its agent inthe County's name;

2. securitiesthat are uninsuredand unregistered and are held by the counter party's, trust department or agent, inthe County's
name; and

3. securitiesthat are uninsuredand unregistered and are held by the counter party, or itstrust department or agent, but not inthe
County's name.

The County has a formal investment policy which provides guidelines which meet statutory requirements and which in some
instances my be more restrictive.
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Securities

The following is a summary of the County’s securities, categorized into the aforementioned levels of risk at December 31,2002.

Investments
U.S. Government Securities
Bankers Acceptances
Commercial Paper

Add:

MinnesotaAssociation of Governments
Investingfor Counties (MAGIC) Fund
(valued at $L per share) *

Deposits

Cashon.hand

Total

Governmental Activities:
Currentassets:
Cash and cash equivalents
Investments
Assets held by escrow agent
Business-typeActivities:
Current assets:
Cash and cash equivalents
Investments
Restricted assets:
Cash and cash equivalents
Investments
Fiduciary Activities
Current assets:
Cash and cash equivalents
Investments
Total

Cash and cashequivalents
Investments

Assets held by escrow agent
Total

ST. LOUIS COUNTY, MINNESOTA.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31,2002

(Amounts in Dollars)

Category (1) Category (2) Category (3)

Fair Value

79,856,862 43,768
- 223,790 -
33,279,235

79,900,630
223,790
33,279,235

18,667,519

24,911,261
217,865
157,200,300

87,231,370
25,060,885
43,768

2,264,938
10,723,896

471,961
2,147,998

10,222,070
19,033,414
157,200,300

—_— 2

(Amounts in Dollars)

Trust Funds

19,013,776

Held for External
Investment Pool
Participants

Investment

Held for Internal
Investment Pool
Participants
All Other
County Funds

Total

362
19,013,414

100,189,977
37,952,779
43,768

100,190,339
56,966,193
43,768

138,186,524

157,200,300

* Separate audited financial information for MAGIC may be obtained from:

Minnesota Association of Governments Investingfor Counties Fund

c/o Association of Minnesota Counties
125 Charles Avenue, St. Paul MN 55103
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Cash and Cash Equivalents

The following is a reconciliation of the carrying amount of the cash and cash equivalents account and the equity inthe pool by fund:

Governmental Activities:

(Amountsin Dollars)

Equity in Pool  Advances

General Fund 31,635,715
Special Revenue Funds:
Road & Bridge 19,419,284
Social Services 10,718,320
Forfeited Tax Sale 50 (738,367)
Housing and RedevelopmentAuthority 546,526
Community Development Block Grant - (23,858)
Northeast Minnesota Housing Consortium - (19,660)
Septic Loan 313,785
Forest Resources 6,942,837
Debt Service Funds 819,439
Capital Projects Funds 2,877,049
Permanent Fund 5,482,048
Internal Service Funds 9,491,202
Total Equity 88,246,255
Less: Advances (1,014,885)
Total Governmental Activities 87,231,370
Business-type Activities:
Enterprise Funds 2,736,899
FiduciaryActivities:
Private-Purpose Trusts 35,325
Investment Trusts 362
Agency Funds 10,186,383
Total Fiduciary Activities 10,222,070

Total

100,190,339 {1,014,885)
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Loans Receivable

The long-term loan receivable from the St. Louis County Heritage and Arts Center is $435,084 and is equally offset by a fund
balance reservedfor noncurrentloans account to indicatethat it should not be considered "available spendable resources”, since it
does not representcurrent assets. The interestfree loanfor the construction of a performing center is accountedfor inthe General
Fund, The repayment schedule callsfor $15,000 annual payments.

The long-term loan receivablefrom the Town of Camp 5 is $3,033 plus accrued interest of $99 and is equally offset by deferred
revenue. The interestrate is 6.5 percent over five years. The purpose of the loanwas to give this new township start-up money
until it is able to establishits first tax levy. The repayment schedule callsfor nine semi-annual payments of $565 beginningJuly 1,
2001. Itis accounted for inthe General Fund.

The long-term loan receivable from Meadowlands Affordable Housing Limited Partnershipis $125,000 and is equally offset by a
reserve for noncurrentloans. The purpose of the loanwas the constructionof a 12-unitaffordable housing project. Eachyear until
2009, interestof 2.33% accrues and is added to the principal. In December 2009 and annuallythereafter, intereston the balance
of the loan (principal an accrued interestto date) will be due. The balance of the loan is due December 3, 2023. The receivableis
valued at its discounted amount and is accounted for in the Housing and Redevelopment Authority Special Revenue Fund.

The County has entered into an agreement with the Minnesota Department of Agriculture to administer the Agricultural Best
Management Loan Program. This program was established to make loans to individualsto implement projects that prevent or
mitigate non-pointsource water pollution. It is accounted for inthe Septic Loan Special Revenue Fund. While the county is not
liable for repayment of the loans in any manner, it does have certain responsibilitiesunder the agreement. The County has met
those responsibilitiesfor 2002. Also included in the Septic Loan Special Revenue Fund are loans under the Minnesota Pollution
Control Loan Program.

Minnesota
Agricultural Best Pollution
Management Control Loan
Loan Proaram Proaram Total
Loans outstanding at December 31,2002,
including interest 1,527 239,603 241,130

The long-term loan receivable from the South St. Louis County Fair Associationis $330,000 and is equallyoffset by a fund balance
reserved for economic development. The receivable arises from the Countyfinancing the constructionof new grandstands and
racetrack lighting and all costs relatedto these activities. The interestfree loanwas approved by the County Board on December
17, 2002. The repayment schedule calls for annual payments in the amount of $20,000 beginning in 2004 and every year
thereafter untilthe $330,000 is paidto the County infull. The Lakehead Racing Associationwill make payments inthe amount of
$7,500 on May 15 and October 15 and the County will withhold $5,000 from the South St. Louis County Fair Associationannual
allocation.
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Due From Other Governments
The following amountswere due from other governments at December 31, 2002:

(Amounts in Dollars)

Federal State Local/Other Total
GovernmentalActivities:
General Fund $ 17,560 $ 367,563 $ 91,624 $ 476,747
Special Revenue Funds
Road 81Bridge 3,143,164 298,849 3,442,013
Social Services 1,693,364 5,102,986 - 6,796,350
Community Development Block 454,550 454,550
Northeast Minnesota Housing Consortium 204,004 204,004
Total Special Revenue Funds 2,351,918 8,246,150 298,849 10,896,917
Debt Service Funds 56,3060 - 56,3060
Internal Service Funds 122 67,330 67.452
Total ,GovernmentalActivities 2,369,478 8,670,141 457,803 11,497,422
Business-typeActivities:
EnterpriseFunds - - 23,019 23,019
Fiduciary Activities:
Agency Funds - 1,868,847 188,410 2,057,257
Total $§ 2.369.478 $ 10.538.988 $ 669.232 $13.577.698
Restricted Assets
Business-typeactivities
Debt service
Cash and cash equivalents 20,755
Delinquenttaxes receivable 26,968
Deferred charges - issuance costs 15,318
Construction
Cash and cash equivalents 174,159
Financialassurance
Cash and cash equivalents 277,047
Investments 2,147,998
Accrued interest receivable 23,276
Total $ 2,685,521
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Capital Assets

Capital asset activity for the year ended December 31,2002 was as follows:

Governmental activities:

Capital assets, not being depreciated:
Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Machinery and equipment

Vehicles

Infrastructure

Total capital assets being depreciated

Less accumulated depreciationfor:
Buildings and improvements
Machinery and equipment
Vehicles

Infrastructure

Total accumulated depreciation

Total capital assets, being depreciated, net

Governmentalactivities, capital assets, net

Beginning Ending
Balance Increases Decreases Balance
1525271 $ 132,086 $ - $ 1,657,357
5,604,365 (868,396) 4,735,969
7,129,636 132,086 (868,396) 6,393,326
59,556,102 13,844,986 (65,292) 73,335,796
14,895,546 1,108,598 (803,788) 15,200,356
39,867,443 2,628,499 (1,819,037) 40,676,905
295,551,012 18,957,868 - 314,508,880
409,870,103 36,539,951 (2,688,117) 443,721,937
(25,353,674) (1,120,424) 35,078 (26,439,020)
(11,826,687) (949,565) 801,513 (11,974,739)
(24,607,777) (2,396,780) 1,606,483 (25,398,074)
(97,258,311) (11,822,040) - (109,080,351)
(159,046,449)  (16,288,809) 2443074  (172,892,184)
250,823,654 20,251,142 (245,043) 270,829,753
$ 257,953,290 $ 20383228 $ (1,113,439) $ 277,223,079
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Business-typeactivities:

Capital assets, not being depreciated:
Land

Constructionin progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildingsand improvements
Improvements other than buildings
Machinery and equipment

Linens

Vehicles

Total capital assets being depreciated

Less accumulated depreciationfor:
Buildings and improvements
Improvements other than buildings
Machinery and equipment
Vehicles

Total accumulated depreciation

ST. LOUIS COUNTY, MINNESOTA

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31,2002

Beginning Ending
Balance Increases Decreases Balance
$ 496,008 $ - (132,086) 363,922
620.370 1144,519 (1,270.759) 494.130
1,116,378 1,144,519 (1,402,845) 858,052
16,007,386 1,326,498 (4,640,515) 12,693,369
7,003,150 486,535 (105,298) 7,384,387
2,204,751 29,728 (344,699) 1,889,780
254,940 60,338 (28,443) 286,835
545,504 128,560 (82,106) 591,958
26,015,731 2,031,659 (5,201,061) 22,846,329
(5,433,631) (406,552) 2,560,467 (3,279,716)
(3,446,372) (502,096) - (3,948,468)
(1,437,929) (157,455) 349,350 (1,246,034)
(220,920) (82,910) 58,285 (245,545)
(10,538,852) (1,149,013) 2,968,102 (8,719,763)
15.476.879 882.646 (2.232.959) 14.126.566

Total capital assets, being depreciated, net

Business-type activities, capital assets, net

$ 16593257 $ 2,027,165 § (3,635,804) $14,984,618

Depreciationexpense was chargedto functions/programs as follows:

Governmental activities
General government
Public safety
Highways
Health and sanitation
Welfare
Culture and recreation
Conservation of natural resources
Economicdevelopment
Internal Service Funds

Total depreciation expenses- governmental activities

Business-type activities
Solid Waste Management

Chris Jensen Health and Rehabilitation Center

Nopeming Care Center
Other Enterprise Funds

Total depreciation expenses - business-typeactivities

445,235
674,576
14,277,705
30,137
183,631
7,632
197,533
2,495
469,865

$16.288.809

855,546
115,711
158,927

18,829

$ 1,149,013
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B. Liabilities

Deferred Revenue

Deferred revenue consistsof taxes that are not collected soon enough after year-end to pay liabilitiesof the currentyear, state and
federal grants and aids received but not yet earned, credit accounts receivable balances, and long-term receivables.

Fund Financial Statements

Accounts Aid and Long-Term
Receivable Grants Taxes Receivables Total
Governmental Activities:
General Fund $ - $ 378,271 $§ 1229567 $ 485,633 $ 2,093,471
Special Revenue Funds:
Road and Bridge 5,789,195 628,655 - 6,417,850
Social Services 172,556 64,700 863,476 1100,732
Forfeited Tax Sale 7,090 11,904,780 11,911,870
Housing and
Redevelopment Authority - 8,747 - 8,747
Forest Resources 101,054 101,054
Debt Service Funds - 128,140 128,140
Capital Projects Fund - 28,819 28,819
Internal Service Funds 735,861 8,005 743,866
Total Governmental Activities 908,417 6,348,315 2,887,404 12,390,413 22,534,549
Business-typeActivities:
Enterprise Funds 9,274 44,614 26,884 80,772
Total $ 917691 $ 6,392929 §$§ 2914288 $ 12,390,413 $22,615,321

Statement of Net Assets

Accounts Aid and
Receivable Grants Total
GovernmentalActivities:
General Fund $ - § 378271 $§ 378271
Special Revenue Funds
Road & Bridge - 5,789,195 5,789,195
Social Services 172,556 64,700 237,256
ForfeitedTax Sale - 7,090 7,090
Forest Resources - 101,054 101,054
Internal Service Funds 735,861 8,005 743,866
Total Governmental Activities 908,417 6,348,315 7,256,732
Business-typeActivities:
Enterprise Funds 9,274 44,614 53,888
Total $ 917691 $ 6,392929 §$ 7,310,620
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Long-Term Debt
Disclosure of infermation about long-term liabilities

Long-termliability activity for the year ended December 31,2002 was as follows:

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One-Year
GOVERNMENTALACTIVITIES
Bonds, nofes, andfax lease obligations payable
General obligation debt
Arrowhead Juvenile Center Remodel 1995 $§ 1,255,000 $ - § (100,000) $ 1,155,000 $ 110,000
Capital Equipment Notes 1999 2,495,000 - (795,000) 1,700,000 830,000
Capital Improvement Bonds 2001 14,270,000 - (705,000) 13,565,000 730,000
Jail Refunding Bond 20028 - 7,566,400 (8,075) 7,558,325 1,109,224
Capital Equipment Notes2002C - 5,019,868 (331) 5,019,537 953,974
General obligation revenue notes 518,809 27,395 - 46,204 5,399
Tax lease obligations (HRA)
Jail Revenue Bonds 1993 8,535,000 - (8,535,000% -
Law Enforcement Fac|||ty 1997 4,210,000 - (295,000 3,915,000 310,000
Tofal bonds, nofes and
fax lease obligations payable 31,283,809 12,613,663 (10,438,406) 33,459,066 4,048,597
Other Liabilities
Land purchase 322,425 - (107,475) 214,950 107,475
Compensated absences 33,994,514 3,615,634 (838,702) 36,771,446 2,528,113
Claims payable 7,407,572 22,309,205 (20,747 1 50; 8,969,627 3,713,825
Cap|ta| leases payab|e 1,619,402 - (828,115 791,287 186,860
Tofal other liabilities 43,343,913 25,924,839 (22,521,442) 46,747,310 6,536,273
Governmental activities
long-term liabilities $ 74627722 $ 38,538,502 § (32,959,848) $80,206,376 $ 10,584,870
BUSINESS-TYPEACTIVITIES
Bonds Payable
General obligation debt
Regional Landfill $ 480991 $ - $ (489,991) $ - 9
1993 Solid Waste Refunding 922,745 (922,745)
2002 Jensen - payable from restricted
assets - 600,000 - 600,000 85,000
Tofalbonds payable 1412,736 600,000 (1,412,736) 600,000 85,000
Other Liabilities
Compensated absences 2,144,729 62,966 (583,344% 1,624,351 58,226
Customer deposits 8,500 (100 8,400 -
Closure and post-closure
liabilities 803,743 138,360 942,103
Tofal other liabilities 2,956,972 201,326 (583,444) 2,574,854 58,226
Business-type activities long-
term liabilities 4,369,708 801,326 1,996,180 3.174.854 143,226

Internalservice funds predominantlyserve the governmentalfunds. Accordingly, long-term liabilitiesforthem are included as part
of the above totals for governmental activities. At year end $12,812,109 of internalservice funds compensated absences, claims
payable, and capital leases payable are included in the above amounts. Also, for the governmental activities, claims, capital
leases, and compensated absences are generally liquidated by the major funds.
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(Amountsin Dollars)
General obligation bonds payable at December 31, 2002, consist of the following issues:

$1,580,000 1995 General Obligation Bond due in annual installmentsof $50,000 to $175,000 on December 1,
1997, through 2010; interest at 4.0% to 5.20%. This bond was sold to finance the County’s portion of a
remodeling at Arrowhead Juvenile Center, which is operated by Arrowhead Regional Corrections, a joint powers
board of which the County is a member. 1,155,000

$7,415,000 General ObligationJail Refunding Bonds due in annual installmentsof $1,085,000 to $1,360,000 on
December 1, 2003, through 2008; interest at 3.00 to 3.25 percent, including Unamortized premium of $143,325.
This bond was issued to refund the Jail Revenue Bonds Series 1993A. 7558325

General obligation capital equipment notes payable at December 31, 2002, consist of the following issues:

$4,000,000 General Obligation Capital Equipment Notes due in annual installmentsof $740,000 to $870,000 on
December 1, 2000, through 2004; interest at 4.15 to 4.35 percent. This bond was issued to finance capital
equipment purchases. 1.700.000

$14,270,000 General Obligation Capital Improvement Bonds due in annual installments of $705,000 to
$1,280,000 on December 1, 2002, through 2016; interestat 3.5 to 5.0 percent. This bond was issuedto finance
capital improvements. 13,565,000

$5,000,000 General Obligation Capital Equipment Note due in annualinstallmentsof $950,000 to $1,055,000 on
December 1, 2003, through 2007; interest at 2.00 to 2.65 percent, including unamortized premium of $19,537.
This bond was issuedto finance capital equipment purchases. 5,019,537

General obligation revenue notes payable at December 31, 2002, consist of the following issues:

$50,000 1998 General Obligation Revenue Note Payable to the Minnesota Department of Agriculture
(Department)to provide the initialfunds for the septic system improvement loan program under the Agricultural
Best Management Loan Program. The terms require repayment to the Department after ten years an amount
equal to the principalrepaidto date by the individualborrowers, plus intereston idle funds must be repaid semi-
annually. After year ten, principal amounts plus interest on idle funds must be repaid semi-annually. 27,329

$200,000 1998 General Obligation Revenue Note payable to the Minnesota Department of Agriculture
(Department) to provide the initialfunds for the septic system improvement loan program under the Agricultural
Best Management Loan Program. The terms require repayment to the Department after ten years an amount
equalto the principalrepaidto date by the individualborrowers. After year ten, principal amounts must be repaid
semi-annually. 200,000

$340,000 2000 General Obligation Revenue Note Payableto the Minnesota Pollution Control Agency to provide
low interestloansto citizensand entities of the County for Best ManagementPractices, includingimprovementsto

individual sewage systems. The terms require semi-annual repayments beginning June 15,2002. 118.875

$200,000 2001 General Obligation Revenue Note Payable to the Minnesota Department of Agriculture
(Department) to provide additional funds for the septic system improvement loan program. The terms require
repaymentto the Department, an amount equal to the principalrepaid to date by the borrowers. After year ten,
principal amounts must be paid semi-annually. 200,000

Tax lease obligationspayable at December 31, 2002, consisf of the following issue:

$5,275,000 Law Enforcement Facilities Revenue Bonds (St. Louis County Unlimited Tax Lease Obligation)of the
Housing and Redevelopment Authority of St. Louis County, Minnesotadue in annual installmentsof $250,000 to
$490,000 December 1, 1998, through 2012; interestat 4.875 to 5.1 percent. The bonds are special obligationsof
the HRA. Under a lease agreement with the HRA, the County is obligated to make payments of basic rent
sufficientto pay the principaland interest on the bonds when due. 3,915,000
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Fund Long-Term Debt

GovernmentalActivities General Obligation Long-Term Debt to Maturity B as follows:

General Obligation

Year Ending
12/31/02 Principal Interest
2003 $ 4048597 $ 1,350,934
2004 4,269,158 1,161,168
2005 3,514,378 1,014,191
2006 3,644,603 898,361
2007 3,784,499 776,229
2008-2012 9,426,309 2,354,946
2013-2016 4,771,522 610,315
Total: $ 33459066 $ 8,166,144

Business Type Activities Debt Service to maturity are as follows:

Nursing Home 2002

Year Ending
12/31/02 Principal Interest
2003 $ 85,000 $ 28,844
2004 95,000 15,725
2005 100,000 12,875
2006 105,000 9,875
2007 105,000 6,725
2008 110,000 3,575
Total: $ 600000 $ 77,619

Business-type acfivifies bonds payable af December 31, 2002 consisf of the following issue:

$600,000 2002 General Obligation Nursing Home revenue bonds due in annual installments of $85,000 to
$110,000 on December 1, 2003, through 2008; interestat 3 to 3.25 percent. This bond was issuedto finance
remodeling atthe Chris Jensen Health and Rehabilitation Center

$ 600,000
Land purchase payable at December 31, 2002, consists of the following:
$429,900 payableto Lake Countyfor the purchase of a 45 percent undividedinterestinthe Knife River Marinafor
the intentionof a land exchange with the State of Minnesota payable in annualinstallmentsof $107,475 in 2001
through 2004; the obligation bears no interest. $ 214,950

The annual requirementsto service the land purchase payable as of December 31,2002, are as follows:

Year Ended
12131/02 (Amounts in Dollars)
2003 107,475
2004 107,475
Total 214,950
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The County’s proportionate shares of general obligation debt and general obligation revenue debt at December 31, 2002, of all
governmental units which provide services within the County’s borders, and which must be borne by properties inthe County, is

summarized below:

(Amounts in Dollars)

Percentage
Applicable County Share
Outstanding to the County of Debt
Direct Debt
St. Louis County 34,059,066 100.00 34,059,066
Overlapping Debt
School Districts 71,395,000 29.52 21,076,216
Western Lake Superior Sanitary District 56,987,480 8191 46,678,445
Underlying Debt
Cities 128,747,813 100.00 128,747,813
School Districts 117,093,928 100.00 117,093,928
Towns 4,890,475 100.00 4,890,475
Duluth Entertainment and Convention Center 5,945,000 100.00 5,945,000
Duluth Economic DevelopmentAuthority 6,074,000 100.00 6,074,000
Virginia Housing and RedevelopmentAuthority 1,630,000 100.00 1,630,000
Arrowhead Regional Development Commission 455,388 100.00 455,388
Total 427,278,150 366,650,331

Lease Obligations

Operating Leases

The County is committed under various operating leases for office space, parking facilities, data processing software, office
equipment, and vehicles. Most of these leases are expectedto continue indefinitely or be replaced by similar leases.

The following is a summary of the operating lease expense for 2002:

Type of Property
Rental of office space and parking facilities
Data processing software
Vehicles
Communications equipment
Total rental expense

Future minimum payments under operating leases, which are not reflected in these financialstatements, consistof the following at

December31,2002:

Year Ended
2003
2004
2005
2006
2007
Total future minimum
lease payments
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Amount

$ 1,362,999

571,432
12,880
15.185

$ 1,962,496

Amount

$ 1,481,348

1,483,736
1,486,185
1,488,694

1,491,266

$ 7,431,229
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Capital Leases

Capitalleases of the County at December 31, 2002 consist of office equipment and office space as shown below:

Type of Property
Office equipment
Office space
Maintenancefacility
Less: Accumulated depreciation

Carrying Value

The following is a schedule of the future minimum lease payments under these capital leases, and the present value of the net

minimum lease paymentsat December 3L, 2002:

Governmental
Activities
$ 172,627
4,371,071
1,337,796
(28.806)

$ 5852688

Year Ending Governmental
31-Dec Activities

2003 $§ 225,906

2004 98,514

2005 90,264

2006 85,813

2007 85,523

2008-2012 426.351
Total future minimum lease payments 1,012,371
Less: Amount representing interest (221,084)
Presentvalue of future minimum lease $ 791287
Construction Commitments
At December 31 ,2002the County had construction commitments as follows:
(Amountsin Dollars)
Required
Authorized Expended Further
Projects to Date Commitments  Financing

Virginia Road and Bridge garage 23,293 14,633 8,660
Pike Lake Administration building 1,495,000 551,900 943,100
Hibbing courthouse improvements 772,521 350,291 422,230
Duluth courthouse HVAC and electrical 2,865,062 2,847,517 17,545
South St. Louis County fairgrounds 332,891 89,366 243,525
Duluth courts remodeling 638,567 468,874 169,693
Duluth courthouse fifth floor remodeling 456,626 413,388 43,238
Chris Jensen remodeling 583,639 494,130 89,509
Total 7,167,599 5,230,099 1,937,500
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Contingent Liabilities

$2,710,000 1995 State of MinnesotaDuluthAirport Lease Revenue Bonds(St. Louis County Secured) Series 1995 E dated May 1,
1995, and due in annual installmentsof $285,000 to $405,000 on August 1, 1997, through August 1, 2004; interest at 4.9% to
5.6%. Under the terms of a lease agreement between the Duluth Economic Development Authority, lessor, and Northwest
Airlines, Inc., a Minnesota Corporation, lessee, the lessee agrees to payto the lessorwhen due all scheduled principal and interest
on the bonds, except capitalized interest. The bonds are further secured by a mortgage lienon and security interestin the project
and by a security interest in additional collateral pledged by the airlines; all of this additional security is subjectto a variety of prior
claims. The Trustee is also holding a reserve of $43,768 remitted by St. Louis County. The reserve isto be used only in case of
default inthe payment of lease payments by the Airlines. The cash interestearned on the depositis remittedto the County each

year and the deposit is to be returnedto the County when the bonds are defeased. The principal remaining on the issue at
December 31,2002, is $785,000 and all payments have been madetimely. The Trustee is holding in the Bond Redemption
Account approximately $1.3 million in unspent constructionfunds which will be usedto retire the debt. The bonds are not callable.

$1,899,920 County General Obligation Reserve Fund Demand Note to Trustee. Inorder to establishthe statutory reserve required
for the 1995 State of MinnesotaDuluthAirport Lease Revenue Bonds Series 1995 C, dated May 1, 1995, the County executed a
General Obligation Reserve Fund Demand Note payableto the Trustee of the Series C Bondsfor $1,899,920. The paymentisto
be made by the Countyonly in case of a default on a lease agreement between the Duluth Economic Development Agency and
Northwest Airlines, Inc., a MinnesotaCorporation. The County collateralizedthe Note with a pledge of its future state aids. Inthe
eventthat the anticipated annual state aid payments to the County should decrease to a level below $1,899,920, the County is
obligatedto pledge substitute collateralin a form that is acceptable to the State of Minnesota. The Note will expire when the bonds
are defeased, which accordingto the debt service schedule,will occur inthe year 2014. However, a large balloon payment is due
inthat year and ifthe issue is refunded, the note will be continued untilthe refunding issue is defeased.

Risk Management

The County is exposedto various risks of loss relatedto torts: theft of damage to, and destructionof assets; errors and omissions;
injuriesto employees; and natural disasters. The County maintains three internal service funds to account for and finance i
purchased insurance and uninsuredrisks of loss. In none of the past three years did the County have a loss exceeding coverage
for purchased insurance. Insurance coverage has not significantly changed from the prior year.

The Property, Casualty, Liability Insurance Fund covers claims and judgments against the County, including administrative
expenses and expenses for third-party coverage. All risk, except fire and property damage to major structures B assumed.
Maximum third-party coverage for property damage is limited to the estimated value of the property. No claims have exceeded
coverage. Premiums are charged to other County funds on the historical basis and are reported as quasi-externaltransactions.
The estimated liability at year end is based on a case-by-case evaluation by the County Attorney's Office and is based on the
requirements of GovernmentalAccounting Standards Board Statement No. 10, which requiresthat a liabilityfor claims be reported
if information prior to the issuance of the financial statements indicates that it is probable that a liability has been incurred at
the date of the financial statementsand the amount of the loss can be reasonably estimated. The County Attorney's office

estimated settlements to be $852,600 at December 31, 2002, for various cases considered reasonably possible lossesto
the County. This amount is notreflected inthe financial statements.

The Workers' Compensation Insurance Fund Covers workers' compensation claims up to $1,400,000 per single loss occurrence.
At that pointthe County is covered for lossesby the Workers' Compensation ReinsuranceAssociation, an organizationcreated by
Minnesotastatutes in 1979to implementa mandatory program of reinsurance for workers' compensation liability risks in the State
of Minnesotafor losses occurringon or after October 1, 1979. The Association provides full indemnificationfor the County for
claims arising under Minn. State. Chapter 176 (2002) in excess of the $1,400,000 retention limit. The County has increasedthat
limitto $1,440,000 for 2003. The estimated liabilityfor workers' compensation reported inthe Fund is based on a case-by-case
examination of claimsfiled through December 31,2002, and is consistentwith the requirementsof Governmental Standards Board
Statement No. 10 which requiresthat a liabilityfor claims be reported if information priorto the issuance of the financial statements
indicatesthat itis probable that a liability has been incurred at the date of the financial statements and the amount of the
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loss can be reasonablyestimated. The estimated liability for claims payable at year end is present valued at 2.04%. This
percentage is the average investment yield for the first two months of the subsequentyear. The activities of the Fund are
supported by premiumsfrom Countyfundswhich have personnel; the premiums are based on historicalcosts and are reported as
quasi-externaltransactions. A portionof the premiumsis for the administrative costs and reinsurance costs which are paid from the
Fund; a portion of the premiums is for the provision for expected future catastrophic losses.

The Medical/Dental Insurance Fund covers medical and dental expenses incurred by the County employees, dependents, and
retirees, including the costs of claims management by a third party administrator and the cost of an insurance consultant.
Premiums include a provision for stop-loss insurance and administrative expenses and are based on anticipated claims and
available net assets. The County carries individual-specificstop loss insurance for claims that exceed $750,000 per year per
employee contract. All County funds with personnel are charged for the County's share of premiums for employees and these
charges are reported as quasi-externaltransactions.

Employeescontribute a share of the premiumsfrom payrolldeductions; premiumsfor retirees are paid for in part by other County
funds and in part by the retirees themselves. The liabilityat year end is an actuarial calculation by the third party administrator; it
includes a reasonable provision for incurred but not reported claims and B consistent with the provision of Governmental
Accounting Standards Board Statement No. 10, which requires that a liabilityfor claims be reported if information prior to the
issuance of the financial statements indicates that it is probable that a liability has been incurred at the date of the financial
statements and the amount of the loss can be reasonably estimated.

Changes inthe funds' claims liability amounts during 2001 were:
(Amounts in Dollars)

Property, Workers' Medical/
Casualty,& Compensation Dental
Liability Insurance Insurance
Insurance Fd Fund Fund
Beginning of fiscal year liabilityfor claims 144,323 2,527,469 2,121,937
Current year claims and changes in estimates 525,910 4,008,012 16,859,355
Claim payments (268,675) (1.542,135) (16.968.624)
Balance of claims payable at fiscal year end 401,558 4,993,346 2,012,668

Changes inthe funds' claims liability amounts during 2002 were:
(Amounts in Dollars)

Property, Workers' Medical/
Casualty,& Compensation Dental
Liability Insurance Insurance

Insurance Fd Fund Fund
Beginning of fiscal year liabilityfor claims 401,558 4,993,346 2,012,668
Current year claims and changes in estimates 486,732 2,866,003 18,956,470
Claim payments (275,917) (1,796,262) (18,674,971)
Balance of claims payable at fiscal year end 612.373 6.063.087 2.294.167
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Retirement Plan

Plan Description

All full-time and certain part-time employees of St. Louis County are covered by defined benefit pension plans administered by the
Public Employees RetirementAssociation of Minnesota(PERA). The PERA administersthe Public Employees Retirement Fund,
the Public Employees Police and Fire Fund, and the Public Employees Correctional Fund which are cost-sharing, multipte-
employer retirementplans. These plans are established and administered in accordance with Minn. State. chs. 353 and 356.

PublicEmployees RetirementFund members belongto eitherthe Coordinated Planor the Basic Plan. Coordinated Plan members
are covered by Social Security and Basic Plan members are not. All new members must participate inthe Coordinated Plan, All
police officers, fire fighters, and peace officers who qualify for membership by statute are covered by the Public EmployeesPolice
and Fire Fund. Members who are employed in a county correctional institutionas a correctional guard or officer, a joint
jailer/dispatcher, or as a supervisor of correctional guards or officers or of joint jailers/dispatchers and are directly responsiblefor
the direct security, custody, and control of the county correctional institutionand its inmates, are covered by the Public Employees
Correctional Fund.

The PERA providesretirement benefits as well as disability benefitsto members, and benefits to survivors upon death of eligible
members. Benefits are establishedby state statute and vest after three years of credited service. The defined retirement benefits
are based on a member's highest average salary for any five successiveyears of allowable service, age, and years of credit at
termination of service.

Two methods are usedto compute benefits for Coordinated and Basic Plan members. The retiring member receivesthe higher of
a step-rate benefit accrual formula (Method 1) or a level accrual formula (Method2). Under Method 1, the annuityaccrual Rate for
a Basic Plan member is 2.2 percentof average salary for each of the first ten years of service and 2.7 percentfor each remaining
year. For a Coordinated Plan member the annuityaccrual rate is 1.2 percent of average salaryfor each of the for each of the first
ten years and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 2.7 percent of average salary for
Basic Plan members and 1.7 percent for Coordinated Plan members for each year of service. Forthe Public Employees Police
and Fire Fund Members, the annuity accrual rate is 3 percentfor each year of service. For Public Employees Correctional Fund
members, the annuity accrual rate is 1.9 percent for each year of service.

For Basis and Coordinated Plan members hired prior to July 1, 1989, whose annuity is calculated using Method 1, all Public
Employees Police and Fire Fund members, and all Public Employees Correctional Fund members, a full annuityis available when
age plusyears of service equal 90. Normal retirementage is 55 for Public Employees Police and Fire Fund and Public Employees
CorrectionalFund members and 65 for Basic and Coordinated Plan members hired priorto July, 1 1989. Normal retirement age is
the age for unreduced Social Security benefits capped at 66 for Coordinated Plan members hired on or after July 1, 1989. A
reduced retirement annuity is also available to eligible members seeking early retirement.

There are different types of annuitiesavailableto members upon retirement. A single life annuity is a lifetime annuitythat ceases
uponthe death of the retiree: no survivorannuity is payable. Also available are varioustypes of joint and survivor annuity options
that wilt be payable over joint lives. Members may also leave their contributionsin the fund upon termination of public service in
order to qualify for a deferred annuity at retirementage. Refundsof contributions are availableat anytime to members who leave
public service, but before retirement benefits begin.

The benefit provisions stated inthe previous paragraphs of this section are currentprovisionsand apply to active plan participants.
Vested, terminated employeeswho are entitled to benefits but are not yet receivingthem, are bound by the provisionsin effect at
the time they lastterminated public service.

The PERA issuesa publiclyavailablefinancial reportthat includesfinancialstatements and required supplementary informationfor
the Public Employees Retirement Fund,the PublicEmployeesPolice and Fire Fund, and the Public Employees Correctional Fund.
That report may be obtained by writing to PERA, 60 Empire Drive, Suite 200, Saint Paul, Minnesota 55103-2088, or by calling
(651) 296-7460 or 1-800-652-9026.
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Funding Policy

Minn. Stat. ch. 353 sets the rates for employer and employee contributions. These statutes are established and amended by the
state legislature. The County makes annual contributionsto the pension plans equal to the amount required by state statutes.
Public Employees Retirement Fund Basic Plan members and Coordinated Plan members are requiredto contribute 9.10and 5.10
percent, respectively, of their annual covered salary. Public Employees Police and Fire Fund members are requiredto contribute
6.2percent of their annual covered salary. Public Employees Correctional Fund members are requiredto contribute 5.83 percent
of their annual covered salary.

The County is required to contribute the following percentagesof annual covered payroll:

PublicEmployees Retirement Fund

Basic Plan Members 11.78%
Coordinated Plan Members 5.5
Public Employees Police and Fire Fund 9.30%
Public Employees Correctional Fund 8.7

The County’s contributionsforthe years ending December 31,2002 ,2001and 2000, for the Public Employees Retirement Fund,
the Public Employees Police and Fire Fund and the Public Employees Correctional Fundwere:

Public Employees Public Employees Public Employees

Retirement Fund Police & Fire Fund Correctional Fund
2002 $4,759,163 $612,733 $373,084
2001 4,414,620 620,855 345,447
2000 4,240,957 591,803 311,630

These contribution amounts are equalto the contractually required contributionsfor each year as set by state statute.
Interfund Receivables, Payables, and Transfers

The composition of interfund balances as of December 31,2002 js as follows:

Due From/To Other Funds:

Receivable Fund Payable Fund Amount
Taconite Relief Investment Trust Taconite Production InvestmentTrust $796,955

Interfund Receivables/Payables:

Receivable Fund Payable Fund Amount
General Forfeited Tax Sales Fund $ 738,367
Non Major governmental funds 276,518
Total $ 1,014,885
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Interfund Transfers:
Transfer Out:

Road Forfeited

Transfer In: General and Bridge Tax Sale Total
General 3 - $ 3834106 $ 1603409 $ 5437515
Road and Bridge 213,800 213,800
Social Services 586,000 - 586,000
Non Major Governmental 4,945,000 - 1,667,409 6,612,409
Chris Jensen Health and Rehabilitation Center 1,221,122 - - 1,221,122
Non Major Enterprise 1,192,934 - 1,192,934

Total Transfers In 8.158.856 3.834.106 3.270.818 15.263.780

Transfers from the General Fundwere used (1) to move moniesto the Road and Bridge Fund and the Social Services Fund to
cover contract settlements, (2) for County capital projects and various community recreation projects funded through nonmajor
governmentalfunds and (3) to cover year end cash deficits at the County Medical Care Facilities.

The transfer from the Road and Bridge Fundto the General Fundwas to help replenishthe General Fundfor prior transfers made
for capital and community recreation projects.

The transfers from the Forfeited Tax Sale Fund were to apportionthat fund's net proceedsfor the year as prescribed by law.

The transfer of capital assets from the Nopeming Care Center to the governmental activitiesof $2,324,520 is not reflected inthe
above schedule.

Note 3. Joint Ventures

Arrowhead Regional Corrections

Arrowhead Regional Corrections is governed by an eight-member board composed of a member appointed from each of the
participating counties' boards of commissioners, exceptfor St. Louis County, which hasthree membersfrom its board. Inaddition,
the rightto have an additional member is annually rotated among Cartton, Cook, Koochiching, and Lake Counties. The County
records all the financial transactions for Arrowhead Regional Corrections through its Arrowhead Regional Corrections Agency
Fund. Itsdeposits and investmentsare included inthe County's foregoing note on deposits and investments.

Arrowhead Regional Corrections s financed through state grants and contributionsfrom the participatingcounties. During 2001,
(the most recent available), county contributionswere inthe following proportion:

Carlton County 9.64%
Cook County 1.21%
Koochiching County 2.26%
Lake County 2.93%
St. Louis County 83.96%

Total 100.00%

St. Louis County provided $9,305,849 infunding during 2002. Separate financial informationcan be obtained from:

Arrowhead Regional Corrections
Room 319 St. Louis County Courthouse
Duluth, Minnesota 55802

A summary of the financial information of Arrowhead Regional Corrections for the year ended December 31, 2001, (the most
recent available), excluding generalfixed assets of $9,120,648, and general long-term debt of $3,486,783 was:

Total Assets $ 3,163,194
Total Liabilities 1,162,288
Total Fund Equity 2,000,906
Total Revenues 17,553,439
Total Expenditures 17,715,009
Increase (decrease)

in Fund Balance $  (23401)
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Community Health Services Board

Carlton, Cook, Lake, and St. Louis Counties entered into a joint powers agreement, operating the Carlton, Cook, Lake, and St.
Louis County Community Health Services Board. This agreement is entered into under the authority of the Community Health
ServicesAct and is pursuantto the provisionsof Minn. Stat. Section471.59. The Community Health Services Board is composed
of nine members. Carlton, Cook, and Lake County Boards of Commissioners, each appointstwo members; the St. Louis County
Board of Commissioners appoints three members. Financing is obtained through federal and state grants. St. Louis County
provided no funding to this organization during 2002.

A summary of the financial information of the Community Health Services Board for December 31, 2001, (the most recent
available) excluding general fixed assets of $13,776, and general long-term debt of $8,041, is:

Total Assets $ 520,640
Total Liabilities 475,625
Total Fund Equtty 45,015
Total Revenues 2,630,242
Total Expenditures 2,628,440
Increase (decrease)

in Fund Balance $ 1,802

Separatefinancial information can be obtained from:

Carlton, Cook, Lake, and St. Louis Counties
Community Health Board

325 South Lake Avenue

Duluth, Minnesota55802

Regional Railroad Authority

The St. Louis and Lake Counties Regional Railroad Authoriiwas established under the Regional Railroad Authorities Act, Minn.
Stat. Section398A.03. Itis governedby a Board composed of three members from the St. Louis County Board of Commissioners
and two members from Lake County Board of Commissioners. St. Louis County is the fiscal agent for the Railroad Authority and
allof itsfinancial transactionsare recorded inthe County Regional Railroad Authority Agency Fund. Financingis obtained through
a tax levy, and federal, state and local grants or participation. St. Louis County provided no funding to this organization during
2002.

A summary of the financial information of the Regional Railroad Authority for the year ended December 31,2001, (the most recent
available) excluding generalfixed assets of $1,670,733, and general long-term debt of $4,210 is:

Total Assets $ 977,751
Total Liabilities 56,598
Total Fund Equity 921,153
Total Revenues 985,431
Total Expenditures 905,366
Increase (decrease)

in Fund Balance $ 80,065

Separate financial informationcan be obtained from:

St. Louis & Lake Counties Regional Railroad Authority
Northland Office Center

307 South First Street, Room 113

Virginia, Minnesota 55792
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Northeast Minnesota Office of Job Training

The Counties of Aitkin, Cartton, Cook, Itasca, Koochiching, Lake, and St. Louis entered into joint powers agreement pursuantto
Minn. Stat. Section 471.59for the purpose of developingand implementing a private and publicjob training program. The United
States Congress throughthe Job Training PartnershipAct of 1982 authorizedstates to establish"service delivery area" to provide
programsto achievefull employmentthroughthe use of grants. The counties identified above are defined as such "service delivery
areas" and the Northeast Minnesota Office of Job Training is designated as the grant recipient and administratorfor such service
delivery area. The County is not a funding mechanismfor this organization.

The governing body is composed of seven members, one from the board of commissioners of each of the participating counties.

A summary of the'financial information of Northeast Minnesota Office of Job Training's funds for the fiscal year June 30, 2002,
excluding general fixed assets of $507 ,434and general long-termdebt of $642 ,892vas:

Total Assets $ 1,769,048
Total Liabilities 290,960
Total Fund Equity 1,478,088
Total Revenues 7,169,398
Total Expenditures 6,888,238
Increase (decrease)

in Fund Balance $ 281,160

Separate financial information can be obtained from:

Northeast Minnesota Office of Job Training
820 North Ninth Street, Suite 200
Virginia, Minnesota 55792

Northern Counties Land Use Board

Northern Counties Land Use Board was establishedthrough a joint powers agreement pursuantto Minn. Stat. Section 471.59for
the purpose of helping to formulate land use plans for the protection, sustainable use, and development of lands and natural
resources.

The joint powers are the Counties of Cook, Itasca, Koochiching, Lake, Lake of the Woods, and St. Louis. Three elected county
commissionersfrom St. Louis County and two from each of the other counties comprise the membershipof the Board. St. Louis
County handles all of the financial transactionsfor this organizationthrough its Northern Counties Land Use Board Agency Fund.
St. Louis County provided $7,500in funding during 2002. A summary of the financialinformationof Northern Counties Land Use
Board for the fiscal year ended December 31,2000 (the most recent available) is:

Total Assets $ 13,585
Total Liabilities 1,995
Total Fund Equity 11,590
Total Revenues 37,362
Total Expenditures 49,963
Increase (decrease)

in Fund Balance $ (12,601)

Separate financial informationcan be obtained from:

Northern-Counties Land Use Board
Room 607 Government Services Center
320 West Second Street

Duluth, Minnesota 55802
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Minnesota Counties Information Systems (MCIS)

The Countiesof Aitkin, Carlton, Cass, Chippewa, Cook, Itasca, Koochiching,LacQui Parle, Lake, Sherburne, and St. Louis entered
into a joint powers agreement pursuantto Minnesota Stat. Section 471.59, for the purpose of operating and maintaining data
processingfacilities and management information systems for use by its members.

MCIS is governed by an eleven member board, composed of a member appointed by each of the participatingcounties’ boards of
commissioners. Financing is obtained through user chargesto the members. Cass County is the fiscal agent for MCIS.

A summary of the financialinformation of Minnesota Counties Information System's funds for the fiscal year ended December 31,
2000, (the most recent available) excluding general fixed assets of $370,081 and general long-term debt of $96,699 was:

Total Assets $ 493,071
Total Liabilities 102,267
Total Fund Equity 390,804
Total Revenues 1,650,535
Total Expenditures 1,439,017
Increase (decrease)

in Fund Balance $ 211,518

Separate financial information can be obtained from:

Minnesota Counties Information Systems
413 Southeast 7th Avenue
Grand Rapids, MN 55744

Duluth Area Family Service Collaborative

The Duluth Area Family Service Collaborative was established pursuantto Minn. Stat. Section 124D.23. The Collaborative
includes St. Louis County, IndependentSchool District No. 709, Arrowhead Regional Corrections, and the City of Duluth. The
purpose of the Collaborative is to improve the lives of families and children through efforts focused on prevention and early
intervention. The Collaborative seeksto empower parents and families to solve their own problems through support, information,
skill building, and advocacy.

Control of the Collaboratives vested in a Board of Directors. The County has one member on the Board. Financingis provided by
state and federal grants, appropriationsfrom the Collaborative members, and miscellaneous revenues. St. Louis County provided
no fundingto the Collaborativeduring 2002. St. Louis County is the fiscal agentfor the Collaborativewhich is accountedfor inthe
DuluthArea Family Service CollaborativeAgency Fund. A summary of financial informationof the Collaborativefor the year ended
December 31,2002, is:

Total Assets $ 86,003
Total Liabilities
Total Fund Equity 86,003
Total Revenues 104,630
Total Expenditures 123,734
Increase (decrease)

in Fund Balance $ (30,234)

Separate financial information can be obtained from the St. Louis County Auditor's Office.
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Northern 8t. Louis County Family Service Collaborative

The Northern St. Louis County Family Service Collaborative was established pursuantto Minn. Stat. Section 124D.23. The
Collaborative includesSt. Louis County and IndependentSchool DistrictNo. 2142. The purpose of the Collaborative isto improve
the livesof families and childrenthrough efforts focused on preventionand early intervention. The Collaborativeseeks to empower
parents and families to solve their own problems through support, informationskill building, and advocacy.

Control of the Collaborative is vested in a Board of Directors. Financing is provided by state and federal grants, appropriations
from the Collaborative members, and miscellaneousrevenues. St. Louis County provided no funding to the Collaborative during
2002. St LouisiCounty is the fiscal agent for the Collaborative which is accounted for in the Northern St. Louis County Family
Service Collaborative Agency Fund. A summary of financial information of the Collaborative for the year ended December 31,
2002 is:

Total Assets $ 40,712
Total Liabilities
Total Fund Equity (40,712)

Total Revenues
Total Expenditures
Increase (decrease)
in Fund Balance $

Separate financial information can be obtained from the St. Louis County Auditor's Office.

Minnesota Community Capital Fund

The County is a Class A member of the Minnesota Community Capital Fund (MCCF). The MCCF was established to address
unmet development financing needs of communities and economic development organizations throughout Greater Minnesota by
pooling local revolvingloanfund resources and providing professionalmanagement servicesto support localefforts. The MCCF is
designedto provide its members with greater flexibilityand the capacityto originate multiple loansthat are much larger than would
be possiblewith limited local resources.

Note4. Summary of Significant Contingencies and Other Items
Claims and Litigation

The County, in connectionwith the normal conduct of its affairs, is involvedin various claims, judgments, and litigation. The County
Attorney estimates that the potential claims againstthe County not covered by insurance resultingfrom such litigationwould not
materially affect the financial statements of the County.

Participation in the Medicaid reimbursement program requires field audits of the Chris Jensen and Nopeming Enterprise Fund
nursing homes' records, and review of their compliance with applicable rules and regulations, by the Minnesota Department of
Human Services at leastonce every four years. Based on the resultsof these audits, currentyear revenues paid by the State may
be adjusted accordingly.
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ManagementAgreement

The County has a management contract with the St. Louis County Heritage and Arts Center which allowsthe centerto occupy a
County owned building known as the Depot; the Center is also authorized by the County to allocate space to non-profit
organizations. The Center does not pay a fee to the County, but does pay for part of the annual utilities and part of the building
insurance, as well as other maintenance and ordinary repairs. A similar management contract has been in existence since 1973.

Inthe 1970’s, both the County and the Center spentfunds for constructionof a Performing Arts Center which became a part of the
Depot. Both entities have spent additionalfunds since that time for remodeling and capital repairsto other areas of the Depot. Itis
anticipatedthatthis dual funding arrangementwill continue for years to come.

The Center has informedthe Countythat itwill carry and depreciate as leasehold improvementsany capital expenditurethat it has
made from funds which did not come from the County. The County carries as a capital asset, the originalcost of the buildingand
the subsequent capital improvementsthat it has financed.

Should the management agreement with the Center be terminated at some point, the County will add the Center's capital
expendituresfor the buildingto the carrying value of the asset.

Further informationregardingthe Center's leasehold improvements can be obtained from:

St. Louis County Heritage and Arts Center
506 West Michigan Street
Duluth, MN 55802

Departmental Trust Deposits

Departmentaltrust deposits include funds deposited with various County departments as required by statute or court orders. The
following is a summary of these trust deposits which are not shown on the combined balance sheet at December 31,2002:

courts $ 373,338
Sheriff 51,809
Social Services
Social Welfare 1,257,040
Estate 733.471
Total $ 2.415.658

Settlements Held By the Court for Minors

The Court Administrator, at December 31,2002 held investmentsfor individualswho have not reached the age of majority. These
investments have a combinedface value of $5,806,564 and are not included inthe County's financial statements.

Conduit Debt

On May 10,1992, the St. Louis County Housing and Redevelopment Authority (HRA), a blended component unit of St. Louis
County, issued$540,000 in Fire Hall Lease Certificates of Participationto finance the constructionof afire hallinthe Town of Rice
Lake, Minnesota. The St. Louis County HRA holdstitle to the land; the Township makes rental payments equalto debt service on
the Certificatesto Western National Bank of Duluth, as escrow agent, pursuantto a lease purchase agreementfor the project,
betweenthe St. Louis County HRA as Lessor and the Township as Lessee. The Certificates mature on May 1 ,1993, through May
1, 2007, and bear interestof 4.50% to 7.00%. The County has no obligationfor debt service on the Certificates, which do not
constitute a pledge of the full faith and credit or taxing power of the County. At December 31, 2002, the principal balance
outstanding for the debt is $240,000.
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Tax Forfeited Land Management

The County manages approximately 900,000 acres of state-ownedtax-forfeited land. This land generates revenues primarily from
recreational land leases and land and timber sales. Land management costs, including forestry costs such as site preparation,
seedlings, tree planting and logging roads, are accounted for as current operating expenditures. Revenues in excess of
expenditures are distributed to the County and cities, towns, and school districts within the County according to state statute.

Subsequent Events

A projected state budget deficit for 2004-2005 in excess of $4 billion could result in lower state aids to local governments in
Minnesota. The Governor's proposed budget had identified reductionsin local governmental aids. For the year ended December
31, 2002 ,the County's state shared revenues, aids, and grants amount to approximately 16_6% of the revenues inthe general and
special revenue funds. A reduction in state aid will require local governmentsto address the lost revenue in their future budgets.

The St. LouisCounty Heriige and Arts Center Board notifiedthe St. Louis County Board on January 24,2003 jhat as of January
31, 2003, they would no longer manage the Heritage and Arts Center (The Depot). Because the Depot Board has started the
process of dissolution,their outstandingloan with St. Louis County inthe amount of $435,084at December 31, 2002, may be in
jeopardy of being collected. The St. Louis County Board has authorized the County Attorney to immediatelytake whatever steps
are necessaryto secure payment of as much of the loan balance as is reasonably possible. In addition, the County has entered
into an emergency management agreementwith Oneida Reality to continue operation of the facility.
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Housing and Redevelopment Authority - This fund is used to provide funds for housing and
economic development.

Community Development Block Grant - This fund B used to account for the Federal Grant of the
same name.

Northeast Minnesota Housing Consortium - This fund includes Cook, Itasca, Koochiching, Lake,
and St. Louis Counties and the City of Duluth. Itis not an entity separate from St. Louis County. It
is used to account for the federal HOME grant with the purpose of developing affordable housing
initiatives.

Septic Loan - This fund is used to account for the Agricultural Best Management Loan Program.

Forest Resources - This fund is used to account for the collection and disbursement of proceeds
from the sale of tax-forfeited properties.
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NONMAJOR GOVERNMENTAL FUNDS
Continued

Debt Service Funds

Debt service funds are used to account for the accumulation of resources for, and the payment of long-term
debt principal, interest, and related costs.

Jail Bond - This fund is used to account for the 1989-1993 bonds sold by the County and the
Housing and Redevelopment Authority, respectively, for the purpose of financing the costs of
construction of a County Jail.

AJC Construction Bond - This fund is used to account for 1995 bonds sold for the purpose of
financing the expansion at the Arrowhead Juvenile Center.

Law Enforcement Bond - This fund is used to account for 1997 bonds sold by the Housing and
Redevelopment Authority for the purpose of financing the costs of construction of law enforcement
centers.

Hibbing Public Works Bond - This fund is used to account for the 1997 bonds sold by the
Hibbing EDA for the purpose of financing the costs of construction of a jointly owned maintenance
facility.

Capital Equipment Note - This fund is used to account for the 1999 bonds sold for the purpose of
financing capital equipment purchases.

Capital Improvement Bond - This fund is used to account for the 2001 bonds sold for the purpose
of financing various capital improvement projects.
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NONMAJOR GOVERNMENTAL FUNDS
Continued

Capital Projects Fund

Capital Projects funds are used to account for financial resources to be used for acquisition,
construction, or improvement of capital facilities other than those financed by enterprise funds.

Buildings- This fund is used to accountfor building and remodeling projects.

Permanent Fund

Permanent funds are used to report resources that are legally restricted to the extent that only
earnings and not principal may be used for purposes that support the counties programs.

Shoreline Sales - This fund is used to account for proceeds from the sale of land, including
interest, under Minn. Laws 1999 Ch. 180. The principal from the sale of land may not be expended
while any interest earnings may be spent by the County Board only for the purpose related to the
improvement of natural resources.
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NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31,2002

Special Revenue Funds

Northeast
Housing and Community Minnesota
Redevelopment  Development Housing
Authority Block Grant Consortium
ASSETS
Cash and cash equivalents $ 546,526 $ $ -
Investments - -
Delinguenttaxes receivable 9,549 - -
Accounts receivable (net) - - -
Accrued interest receivable - - -
Loans receivable 125,000 -
Due from other governments 454,550 204,004
Total Assets 681,075 454,550 204,004
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable 18 92,405 7,619
Contracts payable
Salaries payable 6,782
Compensated absences payable 674
Interfund payable 256,858 19,660
Due to other governments 105,287 176,725
Deferred revenue 8,747
Total Liabilities 16,221 454,550 204,004
Fund Balances:
Reservedfor:
Noncurrent loans 125,000 - -
Future loans - -
Encumbrances - -
Debt service - -
Environmentaltrust funds - -
Improvementof natural resources - -
Unreserved:
Undesignated 539,854
Total Fund Balance 664,854
Total Liabilities and Fund Balance $ 681,075 $ 454,550 % 204,004
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Special Revenue Funds (continued)

Septic Forest
Loan Resources Total
ASSETS
Cash and cash equivalents $ 313,785 $ 6,942,837 $ 7,803,148
Investments
Delinguenttaxes receivable - 9,549
Accounts receivable (net) 3,654 3,654
Accrued interest receivable -
Loans receivable 241,130 366,130
Due from other governments 658,554
Total Assets 558,569 6,942,837 8,841,035
LIABILITIESAND FUND BALANCE
Liabilities:
Accounts payable 82,403 182,445
Contracts payable
Salaries payable 6,782
Compensatedabsences payable 674
Interfund payable 276,518
Due to other governments 282,012
Deferred revenue 101,054 109,801
Total Liabilities 183,457 858,232
Fund Balances:
Reservedfor:
Noncurrent loans 241,130 366,130
Future loans 307,476 307,476
Encumbrances 56,921 56,921
Debt service 214,950 214,950
Environmentaltrust funds - - -
Improvementof natural resources - - -
Unreserved:
Undesignated 9,963 6,487,509 7,037,326
Total Fund Balance 558,569 6,759,380 7,982,803
Total Liabilitiesand Fund Balance $ 550,569 § 6,942,837 $ 8,841,035
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Debt Service Funds

AJC Law Hibbing
Jail Construction Enforcement Public Works
Bond Bond Bond Bond

ASSETS

Cash and cash equivalents $ 451,335 § 49,077 $ 114,148 $ 12,517

Investments

Delinquenttaxes receivable 69,942 9,747 20,395 3,665

Accounts receivable (net)

Accrued interest receivable

Loans receivable - - . -

Due from other governments - - -
Total Assets 521,277 58,824 134,543 16,182

LIABILITIESAND FUND BALANCE
Liabilities:
Accounts payable 23,244
Contracts payable
Salaries payable
Compensated absences payable
Interfund payable
Due to other governments
Deferred revenue 58,745 8,498 16,482 3
Total Liabilities 81,989 8,498 16,482 3,025

Fund Balances:

Reservedfor:

Noncurrent loans - - -

Future loans - - -

Encumbrances - - -

Debt service - - -

Environmental trust funds - - -

Improvement of natural resources - - - -

Unreserved:

Undesignated 439,288 50.32%6
Total Fund Balance 439,288 50,326

Total Liabilities and Fund Balance $ 521,277 $ 58,824 §

BEE
A
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Debt Service Funds (continued)

1999
Capital Capital
Equipment improvement
Note Bond Total

ASSETS

Cash and cash equivalents $ 134,231 $ 58,131 $ 819,439
Investments

Delinquenttaxes receivable 32,439 26,166 162,354
Accounts receivable (net)

Accrued interest receivable

Loans receivable - -

Due from other governments - 56,306 56,306

Total Assets 166,670 140,603 1,038,099

LIABILITIESAND FUND BALANCE
Liabilities:
Accounts payable - - 23,244
Contracts payable - -
Salaries payable - -
Compensated absences payable - -
Interfund payable - -
Due to other governments -
Deferred revenue 25479 15,911 128,140

Total Liabilities 25,479 15,911 151,384

Fund Balances:

Resewedfor:
Noncurrentloans - - -
Future loans - - -
Encumbrances - - -
Debt service - - .
Environmentaltrust funds - - -
Improvementof natural resources - - -
Unreserved: -
Undesignated 141,191 124,692 886,715

Total Fund Balance 141,191 124.692 886.715

Total Liabilities and Fund Balance $ 166.670 $ 140.603 $ 1.038.099
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ASSETS

Cash and cash equivalents

Investments

Delinquenttaxes receivable

Accounts receivable (net)

Accrued interest receivable

Loans receivable

Due from other governments
Total Assets

LIABILITIESAND FUND BALANCE
Liabilities:

Accounts payable

Contracts payable

Salaries payable

Compensated absences payable

Interfund payable

Due to other governments

Deferred revenue

Total Liabilities

Fund Balances:
Reservedfor:
Noncurrent loans
Future loans
Encumbrances
Debt service
Environmentaltrust funds
Improvementof natural resources
Unreserved:
Undesignated
Total Fund Balance
Total Liabilities and Fund Balance

Capital Permanent
Projects Fund Fund
Total
Nonmajor
Shoreline Governmental
Buildings Sales Funds
$ 2,877,049 $ 5,482,048 16,981,684
1,147,365 1,147,365
32,927 204,830
3,654
6,753 6,753
- 366,130
- - 714,860
4,064,04 5,482,048 19,425,276
520,239 4,924 730,852
116,276 116,276
- 6,782
- - 674
- - 276,518
- - 282,012
28.819 266,760
665,334 4,924 1,679,874
- - 366,130
- - 307,476
56,921
214,950
5,395,856 5,395,856
81,268 81,268
3,398,760 11,322,801
3,398,760 5,477,124 17,745,402
$ 4,064,004 $ 5,482,048 19,425,276
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Special Revenue Funds

Northeast
Housing and Community Minnesota
Redevelopment Development Housing
Authorlty Block Grant Consortium
REVENUES
Taxes $ 161,594 $ $
Intergovernmentai 23,149 2,836,069 618,764
Earnings on investments 1,403
Land and timber sates
Miscellaneous 5,156 15,009
Total Revenues 189,899 2,837,472 633,773
EXPENDITURES
Current:
Healthand sanitation - - -
Conservation of natural resources
Economicdevelopment 116.917 2,837,472 633.773
Debt service:
Principal - - -
Interestand other charges - - -
Capital outlay:
General government - - -
Public safety - - -
Highways and streets
Total expenditures 116,917 2,837,472 633,773
Excess (deficiency)of revenues
over expenditures 72,982 -

OTHER FINANCING SOURCES (USES)
Transfersin - -
Bonds issued - -
Premium proceeds - -
Loan proceeds

Total other financing sources and uses

Net change infund balances 72,982 - -
Fund Balance - January 1 591,872 - -
Fund Balance - December 3L $ 664,854 $ $
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NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31,2002

.REVENUES
Taxes
Intergovernmental
Earnings on investments
Land and timber sales
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Health and sanitation
Conservation of natural resources
Economic development
Debt service:
Principal
Interestand other charges
Capital outlay:
General government
Public safety
Highways and streets
Total expenditures
Excess (deficiency)of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Bonds issued
Premium proceeds
Loan proceeds
Total other financing sources and uses

Net change infund balances
Fund Balance -January 1

Fund Balance - December 31

Special Revenue Funds (continued)

Septic Forest
Loan Resources Total

- 411,573 $ 573,167
127,063 3,605,045
8,687 10,090
481 20,646
8,687 539,117 4,208,948
74 74
817,732 817,732
3,588,162
74 817,732 4,405,968

8,613 (278,615) (197,0201
1,687,409 1,687,409
27,000 27,000
27,000 1,687,409 1,714,409
35,613 1,408,794 1,517,389
522,956 5,350,586 6,465,414
558,569 6,759,380 $ 7,982,803
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NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

REVENUES
Taxes
Intergovernmental
Earningson investments
Land and timber sales
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Healthand sanitation
Conservationof natural resources
Economic development
Debt service:
Principal
Interestand other charges
Capital outlay:
General government
Public safety
Highways and streets
Total expenditures
Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Bondsissued
Premium proceeds
Loan proceeds
Total other financing sources and uses

Net change infund balances
Fund Balance -January 1

Fund Balance - December 3L

ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCES

Debt Service Funds

AJC Law Hibbing
Jail Construction Enforcement Public Works
Bond Bond Bond Bond
$ 1,272,790 $ 142,024 $ 444,820 $ 72,785
259,326 28,526 90,633 14,847
2,509 - - -
1,534,625 170,550 535,453 87,632
8,535,000 100,000 295,000 46,200
472,290 60,495 211,455 38,34
9,007,290 160,495 506,455 84,564
(7,472,665) 10,055 28,998 3,068
7,415,000 - - -
151,400 - - -
7,566,400 - - -
93,735 10,055 28,998 3,068
345,553 40,271 89,063 10,089
$ 439,288 $ 50,326 $ 118,061 $ 13,157
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COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31,2002

REVENUES
Taxes
Intergovernmental
Eamings on investments
Land and timber sales
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Health and sanitation
Conservationof natural resources
Economic development
Debt service:
Principal
Interestand other charges
Capital outlay:
General government
Public safety
Highways and streets
Total expenditures
Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfersin
Bonds issued
Premium proceeds
Loan proceeds
Total other financing sources and uses

Net change infund balances
Fund Balance - January 1

Fund Balance - December 31

Debt Service Funds (continued)

Capital Capital
Equipment Improvement
Note Bond Total

$ 791,074 $ 1,181,214 3,904,707
162,062 244,085 799,479

- 2,509

- 56,306 56,306

953,136 1,481,605 4,763,001
795,000 705,000 10,476,200
108,135 651,913 1,542,652
903,135 1,356,913 12,018,852
50,001 124,692 (7,255,851)

- - 7,415,000

- - 151,400

- - 7,566,400

50,001 124,692 310,549

91,190 - 576,166

$ 141,191 $ 124,692 886,715
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NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

REVENUES
Taxes
Intergovernmental
Earningson investments
Land and timber sales
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Health and sanitation
Conservationof natural resources
Economicdevelopment
Debt service:
Principal
Interestand other charges
Capital outlay:
General government
Public safety
Highways and streets
Total expenditures
Excess (deficiency)of reven
over expenditures

OTHER FINANCING SOURCES (USES)

Transfersin
Bonds issued
Premium proceeds
Loan proceeds
Total other financing sources and

Net change in fund balances

Fund Balance - January 1

Fund Balance - December 3L

Capital Permanent
Projects Fund Fund
Total
Nonmajor
Shoreline Governmental
Buildings Sales Funds

$ 466,107 $ $ 4,943,981
209,740 4,614,264

138,949 81,268 232,816
3,281,915 3,281,915

135,791 - 212,743
950,587 3,363,183 13,285,719

- - 74

- - 817,732

- - 3,588,162

- - 10,476,200

- - 1,542,652

7,316,830 7,316,830
602,526 602,526
3,281,270 3,281,270
11,200,676 27,625,496

ues

(10,250,089) 3,363,183 (04,339,7771
4,925,000 6,612,409
7,415,000

151,400

27,000

uses 4,925,000 14,205,809
(5,325,089) 3,363,183 (133,968)
8,723,849 2,113,941 17,879,370
$ 3,398,760 $ 5,477,124 $ 17,745,402
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ST. LOUIS COUNTY, MINNESOTA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
HOUSING AND REDEVELOPMENT AUTHORITY SPECIAL REVENUE FUND

FOR THE YEAR ENDED DECEMBER 31,2002

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over {Under)
REVENUES
Taxes $ 159,853 $ 161,594 $ 1,741
Intergovernmental 23,147 23,149 2
Miscellaneous 5,156 5,156
Total Revenues 183,000 189,899 6,899
EXPENDITURES
Economic development
Personnel services 80,010 77,863 (2,147)
Other operating 217,950 39,054 (178.,896)
Total Expenditures 297,960 116,917 (181.,043)
Excess of Revenues Over
(Under) Expenditures (114,960) 72,982 187,942
Fund Balance -January 1 591,872 591,872 -
Fund Balance - December 31 $ 476,912 $ 664,854 $ 187,942
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
COMMUNITY DEVELOPMENT BLOCK GRANT SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Intergovernmental $ 3,291,500 $ 5,731,096 $ 2,836,069 $ (2,89%5,027)
Earnings on investments 1,403 1,403
Total Revenues 3,291,500 5,731,096 2,837,472 (2,893,6241
EXPENDITURES
Economicdevelopment
Other . operating 3,291,500 5,731,096 2,837,472 (2,893,624)
Excess of Revenues Over
(Under) Expenditures - - - -
Fund Balance -January 1 - - - -
Fund Balance - December 3L $ - 8 - 3 - $ -
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES' EXPENDITURES' AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
NORTHEAST MINNESOTA HOUSING CONSORTIUM SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Intergovernmental 3 770,000 $ 2,172,385 $ 618,764 $ (1,553,621)
Miscellaneous 15,009 15,009
Total Revenues 770,000 2,172,385 633,773 (1,538.612)
EXPENDITURES
Economic development
Other operating 770,000 2,172,385 618,764 (1,553,621)
Capital outlay - 15,009 15,009
Total Expenditures 770,000 2,172,385 633,773 (538,612)
Excess of Revenues Over
(Under) Expenditures - - - -
Fund Balance -January 1
Fund Balance - December 31 $ - $ - $ - 3
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
SEPTIC LOAN SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Earnings On investments $ - 3 . 8 8,687 3 8,687
EXPENDITURES
Health and sanitation
Other operating 38,212 74 (38,138)
Excess of Revenues
Over (Under)
Expenditures - (38,212) 8,613 46,825
OTHER FINANCING SOURCES (USES)
Loan proceeds 27,000 27,000
Net change in fund balances (38,212) 35,613 73,825
Fund Balance- January 1 522,956 522,956 522,956
Fund Balance - December 3L $ 522,956 $ 484,744  § 558,569 % 73,825
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
BUDGETAND ACTUAL
FOREST RESOURCES SPECIAL REVENUE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Taxes $ 330,000 $ 330,000 $ 411,573 $ 81,573
Intergovernmental 132,000 132,000 127,063 (4,937)
Miscellaneous 481 481
Total Revenues 462,000 462,000 539,117 77,117
EXPENDITURES
Conservation of natural resources
Other operating 897,500 1,197,500 874,653 (322,847)
Excess of Revenues Over
(Under) Expenditures (435,500) (735,500) (335,536) 399,964
OTHER FINANCING SOURCES (USES)
Transfers in - 1,687,409 1,687,409
Net change in fund balances (435,500) 951,909 1,351,873 399,964
Fund Balance -January 1 5,350,586 5,350,586 5,350,586
Fund Balance - December 31 $ 4,915,086 $ 6,302,495 $ 6,702,459 $ 399,964
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURESAND CHANGES IN FUND BALANCES
BUDGETAND ACTUAL
JAIL BOND DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Budgeted Amounts Variance with
Actual Amounts Final Budget
Original Final Budgetary Basis Over (Under)
REVENUES
Taxes $ 1,258,357 % 1,258,357 $ 1,272,790 $ 14,433
Intergovernmental 259,326 259,326 259,326
Earnings on investments 2,509 2,509
Total Revenues 1,517,683 1,517,683 1,534,625 16,942
EXPENDITURES
Debtservice
Principal 1,040,000 8,535,000 8,535,000
Interest and fiscal charges 405,412 405,412 405,412
Cost of bond issuance - 66,878 66,378
Total Expenditures 1,445,412 9,007,290 9,007,290
Excess of Revenues Over
(Under) Expenditures 72,271 (7,489,607) (7,472,665) 16,942
OTHER FINANCING SOURCES (USES)
Bonds issued 7,415,000 7,415,000 -
Premium proceeds 151,400 151,400 -
Total other financing sources (uses) 7,566,400 7,566,400 -
Netchange in fund balances 72,271 76,793 93,735 16,942
Fund Balance- January 1 345,553 345,553 345,553
Fund Balance - December 31 $ 417,824 $ 422,346 $ 439,288 $ 16,942
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURESAND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
AJC CONSTRUCTION BOND DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over (Under)
REVENUES
Taxes $ 139,994 $ 142,024 $ 2,030
Intergovernmental 28,526 28,526
Total Revenues 168,520 170,550 2,030
EXPENDITURES
Debt service
Principal 100,000 100,000
Interestand fiscal charges 60,495 60,495
Total Expenditures 160,495 160,495
Excess of Revenues Over
(Under) Expenditures 8,025 10,055 2,030
Fund Balance- January 1 40,271 40,271
Fund Balance- December 3L $ 48,296 3 50,326 $ 2,030
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
LAW ENFORCEMENT BOND DEBT SERVICE FUND
FORTHE YEAR ENDED DECEMBER 31,2002

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over (Under)
REVENUES
Taxes $ 441,145 $ 444,820 $ 3,675
Intergovernmental 90,633 90,633 -
Total Revenues 531,778 535,453 3,675
EXPENDITURES
Debtservice
Principal 295,000 295,000 -
Interestand fiscal charges 211,455 211,455 -
Total Expenditures 506,455 506,455 -
Excess of Revenues Over
(Under) Expenditures 25,323 28,998 3,675
Fund Balance - January 1 89,063 89,063 -
Fund Balance - December 31 $ 114,386 $ 118,061 $ 3,675
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURESAND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL
HIBBING PUBLIC WORKS BOND DEBT SERVICE FUND

FOR THE YEAR ENDED DECEMBER 31,2002

REVENUES
Taxes

Intergovernmental
Total Revenues

EXPENDITURES
Debt service
Principal
Interestand fiscal charges
Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Fund Balance -January 1

Fund Balance - December 3L

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over (Under)
71,947 3 72,785 838
14,847 14,847 -
86,794 87,632 838
46,200 46,200 -
40,594 38,364 (2,230)
86,794 84,564 (2,230)
- 3,068 3,068
10,089 10,089
10,089 $ 13,157 3,068




ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURESAND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
CAPITAL EQUIPMENT NOTE DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over (Under)
REVENUES
Taxes $ 786,230 $ 791,074 $ 4,844
Intergovernmental 162,062 162,062
Total Revenues 8,292 B3.136 4,844
EXPENDITURES
Debt service
Principal 795,000 795,000
Interestand fiscal charges 108,135 108,135
Total Expenditures 903,135 903,135
Excess of Revenues Over
(Under) Expenditures 45,157 50,001 4,844
Fund Balance -January 1 91,190 91,190
Fund Balance - December 31 $ 136,347 $ 141,191 $ 4,844
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
CAPITAL IMPROVEMENT BOND DEBT SERVICE FUND
FOR THE YEAR ENDED DECEMBER 31,2002

Original and Variance with
Final Budgeted Actual Amounts Final Budget
Amounts Budgetary Basis Over (Under)
REVENUES
Taxes $ 1,180,674 $ 1,181,214 $ 540
Intergovernmental 244,085 244,085
Miscellaneous 56,306 56,306
Total Revenues 1,424,739 1,481,605 56,846
EXPENDITURES
Debt service
Principal 705,000 705,000
Interestand fiscal charges 651,913 651,913
Total Expenditures 1,356,913 1,356,913 -
Excess of Revenues Over
(Under) Expenditures 67,846 124,692 56,846
Fund Balance -January 1
Fund Balance - December 3L $ 67,846 $ 124,692 $ 56,846
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NONMAJOR ENTERPRISE FUNDS

Nopeming Care Center - This fund is used to account for providing nursing home facilities for the
public.

Community Foods - This fund is used to account for providing meals and for participants in
various programs administered by the Social Services Department and other agencies.

Laundry - This fund is used to account for the costs of operating a laundry facility used by County
departments and other agencies.

Supervised Living Facilities - This fund is used to account for services that enable elderly and/or
handicapped individualsto maintain a degree of independence.
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ASSETS
Currentassets:
Cash and cash equivalents
Accounts receivable(net)
Inventories
Prepaid items
Total current assets

Capital assets:

Buildings and structures

Machinery and equipment

Linens

Vehicles

Less accumulated depreciation
Total capital asset (net)

Total assets

LIABILITIES
Current liabilities:
Accounts payable
Salaries payable
Compensated absences payable
Deferred revenue
Total current liabilities

Noncurrentliabilities:
Compensated absences payable
Total liabilities

NET ASSETS
Investedin capital assets,
net of related debt

Unrestricted
Total net assets

ST. LOUIS COUNTY, MINNESOTA
COMBININGSTATEMENT OF NET ASSETS
NONMAJOR ENTERPRISE FUNDS
DECEMBER 31,2002

Supervised
Nopeming Community Living

Care Center Food Laundry Facilities Total
$ 67 S 89,964 $ 235,860 630,444 % 956,635
43,988 178,474 53,593 5,644 281,69
18,509 42,995 - 61,504
56,220 15,787 - 72,007
44,355 343,167 348,235 636,088 1,371,845
1,022,205 1,022,205
322,808 9,000 331,808
228,516 - 228,516
45,709 45,709
(786,042) {3,600) (789,642)
833,196 5,400 838,5%6
44,355 343,167 1,181,431 641,488 2,210,441
18.157 39,609 33,757 1,80 93,373
2,531 28,759 29,191 90,481
3,857 1,999 2,972 8,828
1,642 1,727 1,190 4,559
18.157 77,639 66,242 35,203 197,241
129,019 200,474 118,621 538,114
18.157 206,658 X6.716 153,824 735,355
833,196 5,400 838,596
26,198 136,509 (8,481 482,264 636,490
$ 26.198 % 136,509 $ 824,715 487,664 $ 1,475,086
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS
NONMAJOR ENTERPRISE FUNDS

FOR THE YEAR ENDED DECEMBER 31,2002

Supervised
Nopeming Community Living
Care Center Food Laundry Facilities Total
Operating Revenues
Charges for services $ 5242194 $ 1,302,440 $ 1,157,348 $ 779,559 $ 8,481,541
Other 58.276 5306 799 64,381
Total Operating Revenues 5,300,470 1,307,746 1,158,147 779,559 8,545,922
Operating Expenses
Personal services 4,477,703 804,251 804,230 499,433 6,585,617
Contractual services 1,695,432 164,288 224,634 103,783 2,188,137
Materials 309,281 400,518 65,399 11,817 787,015
Depreciation 158.927 17,929 900 177,756
Total Operating Expenses 6,641,343 1,369,057 1,112,192 615,933 9,738,525
Operating Income (Loss) (1.340.873) (61,311} 45,955 163,626 (1,192,603)
Nonoperating Revenues (Expenses)
Taxes 472 472
Income (Loss) before
contributions and transfers ~ (1,340,401) (61,311) 45,955 163,626 (1,192,131)
Transfers in 1,192,934 1,192,934
Transfers out (2,324,520) (2,324,520)
Changes h net assets (2,471,987) (61,311) 45,955 163,626 (2,323,717)
Net assets - January 1- restated 2498185 197.820 778,760 324,038 3,798,803
Net assets - December 31 $ 26,198 $ 136,509 $ 824,715 $ 487,664 $ 1,475,086
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Nopeming Supervised
Care Community Living
Center Food Laundry Facilities Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 6,147,223 $ 1217965 $ 1166514 $ 785124 $ 9,316,826
Paymentsto suppliers (2,124,840) (560,011) (282,131) (117,414) (3,084,396)
Paymentsto employees (5,287,845) (812,028) (813,286) (566,914) (7,480,073)
Other receipts (payments) 44,356 5,310 1,035 24 50,725
Net cash provided (used) by
operating activities (1,221,106) (148,764) 72,132 100,820 (1,196,918)
CASH FLOWS FROMNONCAPITAL
FINANCINGACTIVITIES
Proceeds from taxes 471 471
Cash payments to the Social Service Fund (107,692) (107,692)
Proceeds from interfundtransfers 1,192,934 1,192,934
Net cash provided by noncapital financing 1,193,405 (107,692) 1,085,713
CASH FLOWS FROM CAPITALAND
RELATED FINANCINGACTIVITIES
Purchase of capital assets (28,280) (28,280)
Sale of capital assets 27,258 27,258
Net capital provided (used) by capital
and relatedfinancing activities 27,258 (28,280) (1,022)
Net Increase (Decrease) in Cash
and Cash Equivalents (443) (148,764) 43,852 (6,872) (112,227)
Balances -January 1 810 238,728 192,008 637,316 1,068,862
Balances - December 31 $ 367 $ 89964 8 235860 8 630444 3 956,635

Reconciliation of operating income (loss) to net

cash provided (used) by operating activities:
Operating income (l0ss) $ (1,340873) $ (61,311) 3 45955  $ 163,626  $ (1,192,603)
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:

Depreciation expense 158,927 17,929 900 177,756
(Increase) Decrease Receivables, net 949,037 (84,475) 9,166 5,565 879,293
(Increase) Decrease Inventories 21,477 951 18,496 40,924
(Increase) Decrease Prepaid items 519 (15,787) (15,268)
Increase (Decrease) Accounts payable (951,745) 3,325 5,193 (1,814) (945,041)
Increase (Decrease) Salaries payable 6,953 (803) 3,951 10,101
Increase (Decrease) Compensated absences payable (14,730) (8,253) (71,432) (94,415)
Increase (Decrease) Due to other government 150 150
Increase (Decrease) Deferred revenue (57,929) 4 86 24 (57,815)
Total Adjustments 119,767 (87.453) 26,177 (62,806) (4,315)
Net cash provided by operating activities $ (12211060 $ (148764 _$ 72,132 $ 100,820 $ (1,196,918)
NONCASHACTIVITIES
Disposedof capital assets (book value) $ 10027 $ - $ - § - % 10,027
Donation of capital assets 28,280 28,280
Transfer of capital assets 2,324,520 2,324,520
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INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for operations that are financed and operated in a
manner similar to private business, with the intent that cost (expenses, including depreciation) of
providing goods or services by specific departments within St. Louis County to other departments
or agencies of St. Louis County or to other governments on a continuing basis be financed or
recovered primarily through user charges.

Printing - This fund is used to account for providing office supplies, materials, printing, and
postageto County departments.

County Garage - This fund B used to account for the costs of operating a maintenance facility for
automotive equipment and a fleet of vehicles for use by County departments.

Property, Casualty, Liability Insurance - This fund is used to account for coverage of claims and
judgments againstthe County.

Workers' Compensation Insurance - This fund is used to account for coverage of workers'
compensation claims incurred by County employees.

Medical/Dental Insurance - This fund is used to account for coverage of medical and dental
expenses incurred by County employees, dependents, and retirees.

Management Information Systems - This fund is used to account for computer services and
programming services to County departments.

Telecommunications- This fund is used to account for the County communications system.

Retired Employees' Health Insurance - This fund is used to account for retirees insurance
expenses paid by the retirees applicable sick leave balance at retirement.
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ASSETS

Current assets:
Cash and cash equivalents
Investments
Accounts receivable
Accrued interest receivable
Due from other governments
Inventories
Prepaiditems

Total current assets

Capital assets:
Land
Buildingsand structures
Machinery and equipment
Vehicles
Less accumulated depreciation
Total capital asset (net)
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Salaries payable
Compensated absences payable
Claims payable
Due to other governments
Deferred revenue
Capital leases payable
Total current liabilities

Noncurrentliabilities:
Compensated absences payable
Claims payable
Capital leases payable
Total long-termliabilities
Total liabilities

NET ASSETS
Investedin capital assets

Unrestricted
Total net assets

ST. LOUIS COUNTY, MINNESOTA

COMBINING STATEMENT OF NET ASSETS

INTERNAL SERVICE FUNDS
DECEMBER 31,2002

Property,
Casualty, Workers'
County Liability Compensation
Printing Garage Insurance Insurance
$ 112,719 $ 825,580 674,397 $ 456,599
5,356,467 4,447,139
14,032 1,724 160
43,609 49,719
18,714 - -
185,222 32,120 - -
330,687 859,424 6,074,473 4953617
- 25,500 - -
778,730 - -
371,525 79,214 - -
1,715,600 - -
(242,096) (1,516,846) -
129,429 1,082,198 - -
460,116 1,941,622 6,074473 4,953,617
75,668 27,564 4318 100,464
9,912 15,027
3,156 1,979 -
612,373 807,285
2,192 - 45
581 867 -
89,317 47,629 616,691 907,794
134,808 89,505 -
- 5,255,802
134,808 89,505 - 5,255,802
224,125 137,134 616,691 6,163,596
129,429 1,082,198 -
106,562 722,290 5,457,782 (1,209.9791
3 235,991 $ 1,804,488 5,457,782 3 (1,209,979)
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ASSETS

Current assets:
Cash and cash equivalents
Investments
Accounts receivable
Accrued interest receivable
Due from other governments
Inventories
Prepaiditems

Total current assets

Capital assets:
Land
Buildings and structures
Machinery and equipment
Vehicles

Less accumulated depreciation

Total capital asset (net)
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Salaries payable
Compensated absences payable
Claims payable
Due to other governments
Deferred revenue
Capital leases payable
Total current liabilities

Noncurrent liabilities:
Compensated absences payable
Claims payable
Capital leases payable

Total long-term liabilities
Total liabilities

NET ASSETS

Invested in capital assets
Unrestricted

Total netassets

ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF NET ASSETS
INTERNAL SERVICE FUNDS
DECEMBER 31,2002

Retired
Med ca¥ Management Employees'
Dental Information Telecommu- Health
Insurance Systems nications Insurance Total

3 1,579,806 $ 2,289,657 ) 920,134 $ 2632310 $ 9,491,202
14,109,914 23,913,520
182,137 198,053
126,979 220,307
47,437 1,301 67,452

10,921 9,550 237,813

44123 44123
16,042,959 2,348,015 930,985 2,632,310 34,172,470

- - - 25,500

- 55,506 - 834,236

- 2,533,530 2,461,637 - 5,445,906

- - 1,715,600
(1,969,235) (2,174,890) - (5,903,067)

619,801 286,747 - 2,118,175

16,042,959 2,967,816 1,217,732 2,632,310 36,290,645
28,787 90,757 67,482 - 395,040
111,899 13,026 149,864

29,742 1,991 1,105,000 1,141,868

2,294,167 - 3,713,825
4,116 6,353

735,861 5,839 718 743,866

- 10,470 10,470

3,058,815 248,707 87,333 1,105,000 6,161,286

- 839,639 84,050 1,527,310 2,675,312

- 5,255,802

- 14,832 14,832

- 854,471 84,050 1,527,310 7,945,946

3,058,815 1,103,178 171,383 2,632,310 14,107,232
619,801 286,747 - 2,118,175

12,984,144 1,244,837 759,602 20,065,238
$ 12,984,144 $ 1,864,638 $ 1,046,349 $ $ 22,183,413
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Property,
Casualty, Workers'
County Liability Compensation
Printing Garage Insurance Insurance
Operating Revenues:
Chargesfor services $ 1,365,961 §$ 1,416,774 $ 498,336 $ 1,399,996
Other 1,154 7,418 1,662 448.875
Total Operating Revenues 1,367,115 1,424,192 499,998 1.848.871
Operating Expenses:
Personalservices 272,198 396,747
Contractual services 616,233 272,178 506,852 3,533,376
Materials 542,676 471,108
Depreciation 21,990 145,659
Total Operating Expenses 1,453,097 1,285,692 506,852 3,533,376
Operating Income (LosS) (85,982) 138,500 (6,854) (1,684,505)
Nonoperatingrevenues (expenses):
Earnings on investments 244,733 115,989
Loss or gain on asset disposal (12,606)
Disposition of fixed assets (2,275) 41,960
Total Nonoperating
Revenues (Expenses) (2,2751 29,354 244 733 115,989
Changes in net assets (88,257) 167,854 237,879 (1,568,516)
Net assets - January 1 324,248 1.636.64 5,219,903 358,537
Net assets - December 3 $ 235,91 $ 1,804,488 $ 5,457,782 § (1,209,979)
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF REVENUES' EXPENSES,
AND CHANGES IN FUND NETASSETS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Retired
Madical/ Management Employees'
Dental Information Telecommu- Health
Insurance Systems nications Insurance Total
Operating Revenues:
Chargesfor services S 21,091,069 S 3,897,420 $ 1,599,644 $ 1,172,384 $ 32,441,584
Other 626,813 7,256 1,093,178
Total Operating Revenues 21,091,069 4,524,233 1,606,900 1172384 33,534,762
Operating Expenses:
Personal services 2,548,993 324,372 3,542,310
Contractual services 19,374,832 1,312,975 866,717 1,172,384 27,655,547
Materials 318,445 158,868 1,491,097
Depreciation 221,320 80,896 469,865
Total Operating Expenses 19,374,832 4401733 1430,853 1172384 33,158,819
Operating Income (L0SS) 1,716,237 122,500 176,047 375943
Nonoperating revenues (expenses):
Earnings on investments 441,551 802273
Loss or gain on asset disposal (12,606)
Disposition of fixed assets 39,685
Total Nonoperating
Revenues (Expenses) 441 551 829,352
Changes in net assets 2,157,788 122,500 176,047 1,205,295
Net assets -January 1 10,826,356 1,742,138 870,302 20,978,118
Net assets - December 31 $ 12,984,144 $ 1,864,638 $ 1,046,349 $ = $ 22183413
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Property,
Casualty, Workers'
County Liability Compensation
Printing Garage Insurance Insurance
CASH FLOWS FROM
OPERATINGACTIVITIES
Receiptsfrom customers $ 1,374,625 $ 1,415,835 § 498,336 $ 1,399,836
Payments to suppliers (1,192,829 (734,850) 3,434 2,732
Payments to employees (264,453) (381,950)
Claims paid (2%6,037) (2,463,635)
Other receipts (payments) 1,162 7,372 1,662 354,199
Net cash provided (used) by
operating activities (81,495) 306,407 207,395 (686,863)
CASH FLOWS FROM CAPITALAND
RELATED FINANCINGACTIVITIES
Purchase of capital assets (278,830
Payments on capital leases
Other receipts (payments) 41,960
Net capital provided (used) by capital
and related financing activities (236,870
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of investments - (5,747,519) (6,432,49)
Sale of investments - 5,087,913 7.439,695
Interestand dividends 162,989 136,271
Net Cash Provided by Investing Activities (496,617 1,143,467
Net Increase (Decrease) in Cash
and Cash Equivalents (81,49%5) 69,533 (289,222) 456,599
Balances- January 1 14,214 756,047 963,619
Balances - December 31 $ 112,719 3 85,580 3 674,397 456,599
Reconciliation of operating income (loss)to net
cash provided (used) by operating activities:
Operatingincome (loss) 3 (8.982) § 138,50 $ (6,854) (1,684,505)
Adjustments to reconcile operating incometo net
cash provided (used) by operating activities:
Depreciationexpense 21,990 145,659 - -
(Increase) Decrease Receivables, net 27,378 (939) - (160)
(Increase) Decrease Due from other government (18,719 - -
(Increase) Decrease Inventories (41,342) 3,874 - -
(Increase) Decrease Prepaid items 38,739 -
Increase (Decrease)Accounts payable (31,317) 4,562 3,434 22,732
Increase (Decrease) Salaries payable 1,167 495 - -
Increase (Decrease) Compensated absences payable 6,578 14,302
Increase (Decrease) Claims payable - - 210,815 1,069,741
Increase (Decrease) Interfund payable - 4,721
Increase (Decrease) Due to other government - (22) - 45
Increase (DecreasejDeferredrevenue 8 (24] - -
Total Adjustments 4,487 167,907 214,249 997,637
Net cash provided by operating activities $ (81,495) S 306,407 $ 207,3% (686,863)
NON-CASHACTIVITIES
Change in fair market value of investments $ - $ - 3 108,948 1,061
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ST. LOUIS COUNTY, MINNESOTA

COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

135

Retired
Medical/ Management Employees'
Dental Information Telecommu- Health
Insurance Systems nications Insurance Total
CASH FLOWS FROM
OPERATINGACTIVITIES
Receipts from customers $ 21,085,546 $ 3,849,983 $ 1,609,294 $ 1172384 $ 32,385,839
Paymentsto suppliers (77,798) (1,617,399) (1,041,219) (4,637,929)
Payments to employees - (2,509,923) (316,181) (1,105,437) (4,577,944)
Claims paid (29,093,333) - (21,853,005)
Other receipts (payments) 368,121 595,594 (986) 1327124
Net cash provided (used) by
operating activities 2,262,536 318255 250,908 66,947 2,644,085
CASH FLOWS FROM CAPITALAND
RELATED FINANCINGACTIVITIES
Purchase of capital assets (221,980) (69,053) (569,867)
Paymentson capital leases (10,470) (10,470)
Other receipts (payments) 41960
Net capital provided (used) by capital
and related financing activities (232.450) (69.053) (538.377)
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of investments (18,082,977) - (30,262,995)
Sale of investments 11,939,610 24,467,218
Interest and dividends 488,267 787,527
Net Cash Provided by Investing Activities (5,655,100) (5,008,250)
Net Increase (Decrease) in Cash
and Cash Equivalents (3,392,564) 85,805 181,855 66,947 (2,802,542)
Balances- January 1 4,972,370 2,203,852 738,279 2,565,363 12,393,744
Balances - December 31 $ 1579806 $ 2289657 $ 920134 $ 2632310 $ 9491202
Reconciliation of operating Income (10Ss}o net
cash provided (used) by operating activities:
Operating income (loss) $ 1716237 $ 122500 $ 176047 $ - % 375943
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:
Depreciationexpense 221,320 80,896 469,865
(Increase) Decrease Receivables, net (25,523) (47,437) 9,650 (37,031)
(Increase) Decrease Due from other government (4,175) 9,820 (13,069)
(Increase) Decrease Inventories (37,468)
(Increase) Decrease Prepaid items (44,123) (5,384)
Increase (Decrease) Accounts payable (33,675) 18,196 (25,454) (41,522)
Increase (Decrease) Salaries payable 15,544 1,745 18,951
Increase (Decrease) Compensated absences payable 23,526 6,446 66,947 117,799
Increase (Decrease) Claims payable 281,499 - - 1,562,055
Increase (Decrease) Interfund payable - - (94,721)
Increase (Decrease) Due to other government (31,145) (8,232) (39,354)
Increase (Decrease) Deferred revenue 368,121 (74) (10) 368,021
Total Adjustments 546,299 195,755 74,861 66,947 2,268,142
Net cash provided by operating activities $ 2262536 $ 318255 $ 250908 % 66947 $ 2,644,085
NON-CASHACTIVITIES
Change in fair marketvalue of investments $ (11,3800 $ - $ $ - § 98,619



FIDUCIARY FUNDS

Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and which
therefore cannot be used to support the government's own programs.

investment Trust Funds

Taconite Relief - This fund is used to account for the tax imposed by Minn. Stat. 298.015.

Taconite Production Tax - This fund is used to account for the tax imposed by Minn Stat. 298.24
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AGENCY FUNDS

State of Minnesota - This fund is used to account for the receipt and disbursement of monies for
which St. Louis County is the collection agent for the State.

Beer-Auctioneer Licenses - This fund is used to account for the funds collected from the sale of
intoxicating beer and auctioneer licenses by the County and payments to the County and State of
Minnesota for these licenses.

Cities and Towns Fines - This fund is used to account for the collection and payment of funds
due to organized and unorganized townships and cities.

Taxes and Penalties - This fund is used to account for the collection and payment of taxes,
penalties, and special assessment collections to the various County funds and taxing districts.

Payroll Deductions - This fund is used to account for the accumulation of funds from payroll
deductions charged to all operating funds. Payment by a single check is made to the state and
federal governments for tax deductions, and to any other organization for deductions not covered
in another agency fund.

Series EE Savings Bond - This fund is used to account for the purchase of U.S. Savings Bonds,
Series EE, by County employees through payroll deductions. Individual employees' payroll
deductions accumulate in this fund until sufficient funds are available to purchase the requested
U.S. Savings Bond, Series EE.

Canceled Check - This fund is used to account for checks issued by St. Louis County but not
cashed by the payee. The checks are canceled and the money is held as unclaimedfunds.

High Voltage Credit - This fund is used to account for the collection of power line property tax
credit which is then distributed to property owners, with any excess going to the School Fund
pursuantto Minn. Stat. 273.42 (2000).

Assault Fees - This fund is used to account for fines charged to persons convicted of assault.
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AGENCY FUNDS
Continued

Arrowhead Regional Corrections - This fund is used to account for transactions related to the
Arrowhead Regional Corrections operation which contracts with St. Louis County for accounting
services.

Community Health Services - This fund is used to account for the transactions related to the
Community Health Services Board.

Duluth Area Family Services Collaborative - This fund is used to account for the financial
transactions of the Duluth Area Family Services Collaborative for whom the County is the fiscal
agent.

Local Collaborative Time Study - This fund is used to account for the time study funds received
from the State to be remitted to the local collaboratives as requested.

Northern St. Louis County Family Service Collaborative - This fund is used to account for the
financial transactions of the Northern St. Louis County Family Services Collaborative Fund for
whom the County is the fiscal agent.

Caribou Lake Waste Water - This fund is used to account for the financial transactions of the
Caribou Lake Alternative Waste Water Committee.

Regional Railroad Authority - This fund is used to account for the financial transactions of the
Regional Railroad Authority for whom the County is the fiscal agent.

Northern Counties Land Use Board - This fund is used to account for the financial transactions
of the Northern Counties Land Use Board for whom the County is the fiscal agent.

Agency Miscellaneous - This fund is used to account for the activities not accounted for in
another agency fund.
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31.2002

Investment Trust Funds

Taconite Taconite
Relief ProductionTax Total
ASSETS
Cash and cash equivalents $ - 8 362 § 362
Investments 18,164,822 848,592 19,013,414
Accrued interest receivable 175,944 401 176,345
Due from other funds 796,955 796,955
Total Assets 19,137,721 849,355 19,987,076

LIABILITIES AND FUND BALANCE
Liabilities

Due to other funds 796,955 796,955
NETASSETS
Held in trust for pool participants

and other purposes $ 19,137,721 § 52,400 §$§ 19,190,121
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ST. LOUIS COUNTY, MINNESOTA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2002

Investment Trust Funds

Taconite Taconite
Relief Production Tax Total
ADDITIONS
Taconite taxes $ 10,114,899 $ 19,709,789 $ 29,824,688
Earningson investments 963,304 55,072 1,018,376
Total Additions 11,078,203 19,764,861 30,843,064
DEDUCTIONS
Distributionto participants 21,862,004 21,661,169 43,523,173
Changes in net assets (10,783,801) (1,896,308) (12,680,109)
Net assets - January 1 29,921,522 1,948,708 31,870,230
Net assets - December 31 $ 19,137,721 $ 52,400 $ 19,190,121
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
ALL AGENCY FUNDS
FORTHE YEAR ENDED DECEMBER 31,2002

Balance Balance
January 1 Additions Deductions December 31
STATE OF MINNESOTA FUND
ASSETS
Cashand cash equivalents $ 803,941 $ 190,982,772 $ 20,148,259 3 638,44
Duefrom other governments 15,244 256,649 15,244 256,649
Total Assets $ 819,185 $ 20,239,421 $ 2,163,503 _$ 895,103
LIABILITIES
Salaries payable $ 2,518 $ 87,676 $ 87,146 $ 3,048
Dueto other governments 816,667 20,151,745 20,076,357 892,055
Total Liabilities $ 819,185 $ 20,239,421 $ 20,163,503  $ 895,103
BEER-AUCTIONEERLICENSES FUND
ASSETS
Cash and cash equivalents $ - $ 2,992 $ 2,972 % 20
LIABILITIES
Due to other governments $ - $ 2,992 3 2,972 $ 20
CITIES AND TOWNS FINES FUND
ASSETS
Cash and cash equivalents 8 83,22 3 1,468,412 _$ 1,434,009 3 117,535
LIABILITIES
Due to other governments S 83,222 % 1,468,412 $ 1,434,099 _$ 117,535
TAXES AND PENALTIES FUND
ASSETS
Cash and cash equivalents S 4,115,247 ¢ 193,175,748 $ 192,418,809 $ 4,872,096
LIABILITIES
Due to other governments $ 4,115,247 $ 193,175,748 $ 192,418,809 $ 4,872,096
PAYROLL DEDUCTIONS FUND
ASSETS
Cash and cash equivalents $ 490,992 $ 60,207,475 $ 60,166,065 % 532,402
LIABILITIES
Accounts payable $ 63,381 $ 59,309 $ 63,381 $ 59,309
Due to other governments 427,611 60,148,166 60,102,684 473,093
Total Liabilities $ 490,992 $ 60,207,475 _$ 60,166,065 _$ 532,402
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CHANGES INASSETS AND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Balance Balance
January 1 Additions Deductions December 31
SERIES EESAVINGS BOND FUND
ASSETS
Cash and cash equivalents $ 1,662 _$ 96,297 $ 96,485 % 1,464
LIABILITIES
Due.to other governments $ 1,652 _$ 96,297 $ 96,485 % 1,464
CANCELED CHECK FUND
ASSETS
Cashand cash equivalents $ 59,736 3 48,436 $ 57,763 $ 50,409
LIABILITIES
Accounts payable $ 59,736 _$ 48,436 $ 57,763 $ 50,409
HIGHVOLTAGE CREDIT FUND
ASSETS
Cashand cash equivalents $ - $ 77,771 $ 7,07 $
LIABILITIES
Dueto other governments $ - $ 77,771 $ 77,771 %
ASSAULT FEES FUND
ASSETS
Cash and cash equivalents $ 283 $ 28,296 $ 27,185 $ 1,34
LIABILITIES
Accounts payable S 28 3 28,296 $ 27,185 $ 1,34
ARROWHEAD REGIONAL
CORRECTIONS FUND
ASSETS
Cash and cash equivalents $ 1,988,172 $ 18,856,567 $ 18,267,101 $ 2,577,638
Accounts receivable 60,340 722,612 739,595 43,357
Due from other governments 958,620 769,814 934,997 793,437
Total Assets $ 3,007,132  $§ 20,348,993 _$§ 19,941,603 $ 3,414,432
LIABILITIES
Accounts payable $ 316,790 $ 4,331,151 $ 4,279,866 $ 368,075
Salaries payable 667,780 604,190 667,780 604,190
Due to other governments 2,022,562 15,413,652 14,994,047 2,442,167
Total Liabilities $ 3,007,132 _$ 20,348,993 $ 19,941,693 $ 3,414,432
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Balance Balance
January 1 Additions Deductions December 31
COMMUNITY HEALTH
SERVICES FUND
ASSETS
Cash and cash equivalents $ 150,742 $ 3,521,157 $ 3,413,055 $ 258,844
Accounts receivable 54,038 69,847 123,885
Due from other governments 118,326 344,292 118326 344,292
Total Assets $ 323,106 $ 3,935,286 $ 3655266 _$ 603,136
LIABILITIES
Salaries payable $ 4,424 $ 1,774 $ 4,424 $ 1,774
Dueto other governments 318,682 3,933,522 3,650,842 601,362
Total Liabilities $ 323,106 S 3,935,296 $ 3,655,266 $ 603,136
DULUTHAREA FAMILY SERVICE
COLLABORATIVE FUND
ASSETS
Cashand cash equivalents $ 116,237 $ 104,630 $ 134,864 $ 86,003
LIABILITIES
Due to other governments $ 116,237 S 104,630 $ 134,864 $ 86,003
LOCAL COLLABORATIVETIME STUDY FUND
ASSETS
Cash and cash equivalents $ 622,943 S 1855177 $ 2,017,689 $ 460431
LIABILITIES
Accounts payable $ 314,191 S 174,038 $ 314,191 $ 174,038
Due to other governments 308,752 1,681,139 1,703,498 286,393
Total Liabilities $ 622,943 S 1855177 $ %927,689 $ 460,431
NORTHERNST. LOUIS COUNTY FAMILY
SERVICE COLLABORATIVE FUND
ASSETS
Cash and cash equivalents $ 40,712 $ - $ - $ 40,712
LIABILITIES
Due to other governments $ 40,712 $ - $ - $ 40,712
CARIBOU LAKE WASTE WATER
ASSETS
Cash and cash equivalents $ - $ 19,000 9,200 9,800
LIABILITIES
Accounts payable $ - $ 19,000 $ 9,200 $ 9,800
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ST. LOUIS COUNTY, MINNESOTA
COMBINING STATEMENT OF CHANGES INASSETS AND LIABILITIES
ALL AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31,2002

Balance Balance
January 1 Additions Deductions December 31
REGIONAL RAILROADAUTHORITY FUND
ASSETS
Cash and cash equivalents 549,635 $ 1,153,880 $ 1,194,628 508,087
Delinquenttaxes receivable 28,751 27,560 28,751 27,560
Accounts receivable 1,901 1,901
Due from other governments 359,165 515,085 339,165 515,085
Total Assets 937,551 $ 1,698,426 $ 1,582,544 1,053,433
LIABILITIES
Accounts payable 20,614 % 1,075,811 $ 1,061,704 43,721
Salaries payable 4,667 5,587 4,667 5,587
Dueto other governments 903,270 67,028 516,173 1,004,125
Total Liabilities 937,551 $ 1,698,426 $ 1,582,544 1,053,433
NORTHERN COUNTIES
LAND USE BOARD FUND
ASSETS
Cash and cash equivalents 3,000 § 47,500 $ 28,738 21821
LIABILITIES
Dueto other governments 3,00 % 47,500 $ 28,738 21,81
AGENCY MISCELLANEOUSFUND
ASSETS
Cash and cash equivalents 404 % 6,000,471 $ 5,996,902 8,473
Accounts receivable 47,848 47,848
Due from other governments 147,74 147,74
Total Assets 4,904 $ 6,196,113 $ 5,996,902 204,115
LIABILITIES
Due to other governments 4,904 $ 6,196,113 $ 5,996,902 204,115
TOTALS FORALL AGENCY FUNDS
ASSETS
Cash and cash equivalents 9,031,477 $ 306,646,581 $ 305,491,675 10,186,383
Delinquenttaxes receivable 28,751 27,560 28,751 27,560
Accounts receivable 114,378 842,208 863,480 93,106
Due from other governments 1,451,355 2,033,634 1,427,732 2,057,257
Total Assets 10,625,961 $ 309,549,983 $ 307,811,638 $ 12,364,306
LIABILITIES
Accounts payable 783,995 $ 5,736,041 $ 5,813,290 $ 706,746
Salaries payable 679,389 699,227 764,017 614,599
Due to other governments 9162,577 303,114,715 301,234,331 11,042,961
Total Liabilities $ 10,625,961 $ 309,549,983 S 307,811,638 $ 12,364,306
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ST. LOUIS COUNTY, MINNESOTA

SCHEDULE OF INVESTMENTS AND INTEREST EARNING DEPOSITS

DECEMBER 31,2002

Pooled Investments
Money market savings account
Certificates of Deposit
Commercial Paper
MAGIC
FHLB
FNMA
FHLMC
SLMA
Total Pooled Investments

Capital Projects
MAGIC

Solid Waste Management Enterprise Fund
Certificates of Deposit
Commercial Paper
FHLB
FNMA
FHLMC
Total Solid Waste ManagementEnterprise Fund

Property, Casualty, Liability Insurance
Internal Service Fund
Bankers Acceptance
Certificatesof Deposit
Commercial Paper
FHLB
FHLMC
Total Property, Casualty, Liability Insurance
Internal Service Fund

Worker's Compensation Insurance
internal Service Fund
Cetrtificates of Deposit
Commercial Paper
Total Workers' Compensatlon Insurance
Internal Service Fund

Medical/Dental Insurance
Internal Service Fund
Certificatesof Deposit
Commercial Paper
FHLB
FNMA
FHLMC
Total Medical/Dental Insurance
Internal Service Fund

Patients' Escrow Trust Fund
Certificatesof Deposit

Taconite Relief Trust Fund
Certificate of Deposit
FHLB
FHLMC
FFCB
Total Taconite Relief Trust Fund

Taconite Production Trust Fund
Certificate of Deposit
Commercial Paper
Total Taconite Production Trust Fund

Total Investments

Interest Rates Par Value Market

2.00% ] 230,390 230,390
1.64 - 7.80% 11492,768 11,519,462
154- 1.88% 24,000,000 23,987,353
varies 17,520,154 17,520,154
2.25 - 4.76% 11,000,000 11,053,657
223 - 5.74% 18,000,000 18,111,716
241 - 5.04% 16,174,000 16,291,362
4.75% 1,000,000 1,043,750

$ 99,417,312 99,757,844

3.90% $ 1,147,365 1,147,365
1.62-2.18% $ 2,000,000 2,000,000
1.51-2.25% 4,200,000 4,185,437
2.50 - 3.75% 3,600,000 3,647,397
2.32 = 5.45% 1,480,000 1,496,865
4.37% 1,500,000 1,542,195
$ 12,780,000 12,871,894

1.69% $ 225,000 223,790
159 - 2.70% 2,281,690 2,321,602
1.58% 275,000 273,647
3.89% 1,500,000 1,544,070
2.86% 1,000,000 993,358

$ 5,281,690 5,356,467

1.63- 2.62% $ 3,850,000 3,850,000
1.46% 600,000 597,139

$ 4,450,000 4,447,139

1.71- 2.7% $ 4,495,359 4,508,247
1.47- 1.49% 3,500,000 3,486,171
3.16 - 3.94% 3,500,000 3,577,190
2.88% 1,000,000 1,014,861
2.20% 1,500,000 1,523,445

$ 13,995,359 14,109,914

1.13- 1.73% $ 20,000 20,000
1.62% $ 147,826 147,826
536 - 7.70% 12,480,000 12,967,344
1.70% 4,081,000 4,048,092
6.75% 1,000,000 1,001,560

$ 17,708,826 18,164,822

21 7% $ 99.104 99,104
1.75% 750.000 749,488

$ 849,104 848,592

$ 155,649,656 156,724,037
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ST. LOUIS COUNTY,MINNESOTA
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31,2002

Special Revenue Funds

General Road Social
Fund and Bridge Services Other
Shared revenue
State
Department of Intertechnologies
911 communications $ 161,526 $ - $ - 3 -
Department of Natural Resources
Mineralrents and royalties 137,348 - - -
Department of Revenue
Disparity aid 2,457,434 997,819 1,276,294
Homesteadand agricultural credit aid (HACA) - real estate 5,584,893 1,908,362 2,827,763
HACA - manufacturedhome 53,979 19,191 27,331
PERA aid 157,050 88.116 129,420 14.470
Statefire aid 28,660
Police aid 566,427
Marketvalue credit 4,083,802 1,657.939 2,121,050 18,148
Department of Transportation
30 percent rental income 3,788 1,561 1,996 2
Regular maintenance 6,922,418
Regular construction 6,644,093
Municipalmaintenance 390,975
Municipalconstruction 114,808
Engineering 1,792,364
Slate park 507,000
Unorganizedtown road and bridge aid 16,573
Total Shared Revenue $ 13234907 S 21061219 $ 6,383,854 $ 32,620
Reimbursementfor Services
State
Department of Human Services
Child teen checkups $ - S $ 121,748  § -
Child support - 3,451,506 -
Child welfare targeted case management - 3,682,272 -
Community alternatives for disabled individuals
waivered services - 218,209
Elderly waivered services 417,188
Refugee 400 9.048
Food stamps 37,893 1,645,744
Foster care 682 23,793
Medical assistance 156,770 3,736,588
Mentally ill case management waivered services 620,806
Mentally retardedwaivered services 658,566
Traumatic brain injury 44,224
Temporary aid for needy families 28,811 733459
Total Reimbursementfor Services Revenue $ 224,556 S $ 15363151 $
Grants
State grants
Board of Water and Soil Resources
Naturalresources block grant $ 62,653 $ - $ -3 -
Lake Vermiliion Challenge 28,092 - - -
Departmentof Corrections
Sex offender assessmentreimbursement 10,765 - - -
Department of EnvironmentalAssistance
SCORE recydinggrant - - -
Departmentof Finance
Forest road access - - 127,063
MN FD 29 bridge bond - 473,026 -
Departmentof Health
Bioterrism- health preparedness 10.120 - -
Fetal/infant mortality 100 - - -
Health Alert Network 8,400 - - -
Home visiting 216.331 - - -
Tobacco free communities 7,950 - -
Tobacco prevention 83.015 - -
Tri-Project immunization 7,676 - -
Youth risk behavior 150,631
Subtotal $ 585,733 $ 473,026 $ $ 127,063
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ST. LOUIS COUNTY, MINNESOTA

SCHEDULE OF INTERGOVERNMENTALREVENUE

FOR THE YEAR ENDED DECEMBER 31,2002

Special Revenue Funds

General Road Social
Fund and Bridge Services Other
Grants (continued)
State grants (continued)
Department of Human Services
180 day alternative care grant services $ - $ - $ 728,759 S
Adult integrated fund - - 3,898,246
Child care resource and referral - - 376,226
Child support incentives - - 320,547 -
Children's mental health - - 651,396
Community alternatives for disabled individuals
waivered services - 224,876 -
Community Social Services Act block grant - 3,125,907 -
Consolidatedchemical dependency fund admin - 90,072 -
Elderlywaivered services - 436,489
Family preservation - 2,396,496
Flexiblefunding 56,812 -
Food stamps - 35,356
Former group residential housing - 93,840
Fraud preventionincentives - 144.218
Generalassistance - 17,965
Medicalassistance - 443715
Mentally retarded family subsidy - 148,264
Mentally retarded waivered services - 658,690
MN family investment project employment services 17,368 - 413,013
MN family investment project child care - 3,782,750
Moose Lake state operated services - 1,869,588
Prepaid medical assistance program - 56,179
Reiatiie custody - 248,941
Semi-independentliving skills - 448,767
Special medical assistance 426,387 -
Traumatic brain injury - 44,231
Home Detivered Meals - 25,307
RSVP Grant - 12,190
State Detox Trans - 8,452
Alternative Response - 18,749
Worker's compensation subsistance recovery - 8,799
Department of Minnesota Housing Finance
Family homelessnesspreventionand assistance program 238,019 - -
Departmentof Natural Resources
Boat and water safety 37,917 - -
Snowmobile safety 22,869 - -
State trail assistance 152,549 - - 100,341
Wildfire 47.053 - -
Departmentof Post Board Training
Training reimbursement 41,998 - -
Departmentof Public Safety
Boundary Waters Drug Task Force 5.923 -
Driverslicense 2,820 -
Duluth regional gang strike force 6.395 -
Emergency Communications 37,582 -
Lake Superior Drug Task Force 9,518 -
Victim emergency fund 1,257 -
Security Detectors at Duiuth Courthouse 4095 -
State disaster management 16.865 -
Department of Revenue
Criminal justice ald 1,248,732 - -
Department of Trade and Economic Development
Cotton Cleanup 27,699 -
Minnesota Historical Society
Veterans memorial hall 34,121 - -
Vets Affairs
VSO Computer Grant 8,000 - -
Universityof Minnesota
Food and nutrition program 20.339
Total State Grants $ 3,033,186 S 489,891 $ 20728028 $ 227404
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31,2002

Grants (continued)
Federal grants
Department of Agriculture
Food stamps
Nationalforest lands
Nationalforest land - roads and schools
Women, Infants and children (through Community HealthBoard)
Departmentof Health& Human Services
Adoption assistance
Cancer control
Chemically dependency
Child care
RSVP Grant
Family preservationblock grant
Foster care
Home delivered meals
Maternalchild health (through Community Health Board)
Mental health block grant
MFIP employmentand tralning
Refugee assistance
Support for emancipation and livingfunctionally
Title XX block grant
V-B Alternative response
Departmentof Housing and Urban Development
Community developmentblock grants
Emergency shelter grant
Home investmentin affordable housing
Department of Interior
Outdoor recreation-acquisition-developmeng& planning
Department of Justice
Bullet proof vests
State and local narcotii control
Domestic abuse intervention
Domestic Preparedness Equipment
Law enforcement block grant
Law enforcementassistance
Department of Natural Resources
Boat and water safety grant
Department of Transportation
Recreationaltrails program
Alcoholtraffic safety and drunk driving-OperationNitecap
Safe and sober
EnvironmentalProtection Agency
Radon detection
Federal Emergency Management Agency
Haz mitigation
Disaster relief
Emergency management

Total Federalgrants

Othergrants
Community Health Board
Community health services
Special Indian health
Total Other grants

Total Grants

Total Intergovernmental
Revenue

Special Revenue Funds

General Road Social
Fund and Bridge Services Other
$ 62,261 -
475,482 -
154,979 -
480,069 -
- 7,699 -
21,456 - -
85,159 - -
- 3,641,229 -
- 92,148 -
- 56,819 -
- 803,145 -
- 135,297 -
217,741 - -
- 10,000 -
207,438 - 3,586,585 -
- 6,562 -
- 57,215 -
- 2,795,895 -
- 146,267 -
- - 2,836,069
104,736 - -
- - 618.764
5,000 - - -
7,614 - - -
146,249 - - -
91,550 - - .
29.701 - - -
11,002 - - -
3814 - - -
33,705 - - -
43,861 - - -
1,317 - - -
41,587 - - -
6,654 - -
11,644 231,653 - -
2,327 - .
22.610
2,050,696 386,632 $ 11,401,122 3,454,833
882.805 - $ -
2,750
885,555
5969437 876,523 8 32129150 3,682,237
19,428,900 21,937,742 $ 53,876,155 3,714,857
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ST. LOUIS COUNTY ,MINNESOTA
SCHEDULE OF INTERGOVERNMENTALREVENUE
FOR THE YEAR ENDED DECEMBER 31,2002

Buildings Solid Waste
Debt Capital Management
Service Projects Enterprise
Funds Fund Fund Total
Shared revenue
State
Departmentof Intertechnologies
911 communications $ - $ - $ - $ 161,526
Departmentof Natural Resources
Mineralrents and royalties - - 137,348
Departmentof Revenue
Disparity aid 300,533 35,351 - 5,067,431
Homestead and agricultural credit aid (HACA) - realestate 115,026 10,436,044
HACA - manufacturedhome 386 100,867
PERA aid 6,843 395.899
State fire aid 28,660
Police aid 566,427
Marketvalue credit 498,477 58,942 8,438,358
Departmentof Transportation
30 percent rental income 470 55 - 7,872
Regular maintenance - 6,922,418
Regularconstruction - 6,644,093
Municipal maintenance - 390,975
Municipal construction - 114,808
Engineering - 1,792,364
State park 507,000
Unorganized town road and bridge aid 16,573
Total Shared Revenue $ 799.480 $ 209.740 $ 6843 $ 41728663
Reimbursement for Services
State
Department of Human Services
Child teen checkups $ - $ - $ - $ 121,748
Chiild support - - - 3,451,506
Child welfare targeted case management - - - 3,682,272
Community alternativesfor disabled individuals
waivered services - 218,209
Elderly waivered services - 417,188
Refugee - 9,448
Food stamps - 1,683,637
Foster care - 24,475
Medical assistance - 3,893,358
Mentally ill case managementwaivered services 620,806
Mentally retarded waivered services 658,566
Traumatic brain injury - 44,224
Temporary aid for needy families 762,270
Total Reimbursementfor Services Revenue $ $ $ 15587,707
Grants
State grants
Board of Water and Soil Resources
Naturat resources block grant $ - $ - $ - $ 62,653
Lake Vermlllion Challenge - - 28,092
Department of Corrections
Sex offender assessment reimbursement - - 10,765
Department of EnvironmentalAssistance
SCORE recyclinggrant - 499,573 499,573
Department of Finance
Forestroad access - - - 127,063
MN FD 29 bridge bond - - - 473,026
Department of Health
Bioterrism- health preparedness 10,120
Fetal/infant mortality - 100
Health Alert Network - 8,400
Home visiting - 216,331
Tobacco free communities - 7,950
Tobacco prevention “ 83,015
Tri-Projectimmunization - 7676
Youth risk behavior 150,631
Subtotal $ $ $ 499,573 3 1,685,395
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SCHEDULE OF INTERGOVERNMENTALREVENUE

ST. LOUIS COUNTY, MINNESOTA

FOR THE YEAR ENDED DECEMBER 31,2002

Grants (continued)
State grants (continued)
Departmentof:Human Services
180 day alternative care grant services
Adult integrated fund
Child care resource and referral
Child support incentives
Children's mental heaith
Community alternativesfor disabledindividuals
waivered services
Community Social Services Act block grant
Consolidatedchemical dependency fund admin
Elderlywaivered services
Family preservation
Flexible funding
Food stamps
Former group residential housing
Fraud prevention Incentives
Generalassistance
Medical assistance
Mentally retarded family subsidy
Mentally retarded waiveredservices
MN family investment project employment services
MN family investment projectchild care
Moose Lake state operated services
Prepaid medical assistance program
Retative custody
Semi-independent living skills
Special medical assistance
Traumatic brain injury
Home Delivered Meais
RSVP Grant
State Detox Trans
Alternative Response
Worker's compensation subsistencerecovery
Departmentof MinnesotaHousing Finance

Debt
Service
Funds

Buildings
Capital
Projects
Fund

Solid Waste
Management
Enterprise
Fund

Total

Family homelessness prevention and assistance program -

Departmentof Natural Resources
Boat and water safety
Snowmobile safety
State trail assistance
Wildfire
Department of Post Board Training
Training reimbursement
Department of Public Safety
BoundaryWaters Drug Task Force
Drivers license
Ouiuth regional gang strike force
Emergency Communications
Lake Superior Drug Task Force
Victim emergency fund
Security Detectors at Duluth Courthouse
State disaster management
Departmentof Revenue
Criminaljustice aid
Departmentof Trade and Economic Development
Cotton Cleanup
MinnesotaHistorical Society
Veterans memorial hail
Vets Affairs
VSO Computer Grant
University of Minnesota
Food and nutrition program
Total State Grants

$

499,573

$

728,759
3,898,246
376.226
320,547
651,396

224,876
3,125,907
90,072
436,489
2,396,496
56,812
35,356
93,840
144,218
17,965
443,715
148,264
6586 90
430,381
3,782,750
1,869,588
56,279
248,941
448,767
426,387
44,231
25,307
12,190
8,452
18,749
8,799

238,019

37,917
22,869
252,890
47.053

41,998

5,923
2,820
6,395
37,582
9,518
1,257
4,095
16,865

1,248,732
27.699
34,121

8,000

20,339
24,978,082
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ST. LOUIS COUNTY, MINNESOTA
SCHEDULE OF INTERGOVERNMENTAL REVENUE
FOR THE YEAR ENDED DECEMBER 31,2002

Debt Capita? Management
Service Projects Enterprise
Funds Fund Fund Total
Grants (continued)
Federalgrants
Departmentof Agriculture
Food stamps $ - § - $ - $ 62.261
Nationalforest lands 475,482
Nationalforest land - roads and schools 154,979
Women, infants and children (through Community Health Board) 480,069
Departmentof Health 8 Human Services
Adoption assistance - - - 7,699
Cancer control - - - 21,456
Chemically dependency - - - 85,159
Child care - - - 3,641,229
RSVP Grant - - - 92,148
Family preservation block grant - - - 56,819
Fostercare - - 803,145
Home delivered meals - - 135,297
Maternal child health (through Community Health Board) - - - 217,741
Mental health block grant - - - 10,000
MFIP employmentand training - - - 3,794,023
Refugee assistance - - - 6,562
Support for emancipationand living functionally - - - 57,215
Title XX block grant - - - 2,795,895
V-B Alternative response - - - 146,267
Departmentof Housingand Urban Development
Community development block grants - 2,836,069
Emergency shelter grant - 104,736
Home investment in affordable housing - 618,764
Department of Interior
Wildlife Restoration - - 5,000
Department of Justice
Bulletproof vests - - 7614
C.O.PS. - - 146,249
Domestic abuse intervention - - 91,550
Domestic PreparednessEquipment - - 29,701
Law enforcement block grant - - 11,002
Law enforcement assistance - - 3,814
Department of Natural Resources
Boatand water safety grant - - 33,705
Department of Transportation
Recreationaltrails program - - 43,861
Alcoholtraffic safety and drunk driving-Operation Nitecap - - 1317
Safe and sober - - 41,567
Environmental Protection Agency
Radon detection 6,654
Federal Emergency ManagementAgency
Haz mitigation - - 243,297
Disaster relief - - 2.327
Emergency management 22610
Total Federal grants $ . $ - $ $ 17293283
Other grants
Community Health Board
Community health services $ - 8 - $ - 8 882,805
Special Indianhealth 2,750
Total Other grants $ - 8 - 3 - 8 885,555
Total Grants $ - $ - $ 499,573 $  43156,920
Total Intergovernmental
Revenue 3 799,480 $ 209,740 3 506,416 $ 100,473,290
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Table 7

ST. LOUIS COUNTY, MINNESOTA
GOVERNMENTAL FUNDS EXPENDITURESBY FUNCTION (1)
LASTTEN FISCAL YEARS

Conservation

Fiscal General Public Cultureand of Natural Economic Total
Year Government Safely Highways Health Welfare Sanitation Recreation Resources Development Expenditures
1993 $ 16,796,830 $ 20,370,656 $ 43,345,520 $ 6,101,778 $ 72,586,458 $ $ 455,494 $ 553,371 $ 3,307,952 $ 163,518,059
1994 $ 18,575,969 $ 26,681,900 $ 36,361,179 $ 6,963,147 $ 73,188,202 $ $ 648,506 $ 589,164 $ 6,898,773 $ 168,906,840
1995 $ 18,786,128 $ 23,654,903 $ 40,394,400 $ 5,955,169 $ 62,196,888 $ $ 696,430 $ 713,440 $ 7,350,964 $ 150,748,322
1996 $ 20,464,906 $ 21,690,963 $ 44,994,275 $ 5,611,668 $ 65,129,489 $ $ 898,492 $ 818.803 $ 3,401,781 $ 163,010,367
1997 $ 21,030,134 $ 25,150,270 $ 42770417 $ 5,471,404 $ 61,470,525 $ 3 990.931 $ 728.122 $ 4045476 $ 161,657,279
1998 $ 23,169,239 $ 26,785,165 $ 37,791,682 $ 5,708,819 $ 62,757,157 $ $ 865.786 $ 793.700 $ 3,662,411 $ 161,533,959
1999 $ 25,018,038 $ 26,713,735 $ 41,850,736 $ 5,917,312 $ 65,951,192 $ $ 1,494,552 $ 782,214 $ 4,169,249 $ 171,897,028
2000 $ 26,242,654 $ 28,840,156 $ 50,870,478 $ 6,056,137 $ 67,106,363 $ 3,552 $ 1,028,462 $ 905.479 $ 4103918 $ 185,157,199
2001 $ 28,594,052 $ 32,305,730 $ 46,762,511 $ 6,497,872 $ 68,930,249 $ 5116 $ 1,377,990 $ 9,457,898 $ 4,672,426 $ 198,603,844
2002 $ 36,432,601 $ 32,857,131 $ 47,193,395 $ 6,450,576 $ 71.487.392 $ 74 $ 1,197,054 $ 6,647,968 $ 3,608,162 $ 205,874,353
Conservation
Fiscal General Public Culture and of Natural Economic Total
Year Government Safety Highways Health Welfare Sanitation Recreation Resources Development Expenditures
1993 10.3% 12.5% 26.5% 37% 44.4% 006 0.3% 0.3% 2.0% 100.0%
1994 10.9% 15.7% 21.4% 41% 43.1% 0.0% 04% 0.3% 4.1% 100.0%
1995 11.8% 14.8% 25.3% 3.7% 38.9% 0.0% 04% 0.4% 4.6% 100.0%
1996 12.6% 13.3% 27.6% 3.4% 40.0% 0.0% 0.6% 05% 21% 100.0%
1997 13.0% 15.6% 26.5% 34% 38.0% 0.0% 0.6% 0.5% 2.5% 100.0%
1998 14.3% 16.6% 23.4% 35% 38.9% 0.0% 0.5% 05% 2.3% 100.0%
1999 14.6% 15.5% 24.3% 34% 384% 0.0b 0.9% 05% 24% 100.0%
2000 14.2% 15.6% 275% 3.3% 36.2% 0.0% 0.6% 05% 22% 100.0%
2001 144% 16.3% 235% 3.3% 34.7% 0.0% 0.7% 48% 24% 100.0%
2002 17.7% 16.0% 22.9% 31% 34.7% 0.0% 0.6% 3.2% 1.8% 100.0%

(1) Includes the General Fund, Special Revenue Funds, and Capital Projects.

Unaudited
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Table 2

ST. LOUIS COUNTY, MINNESOTA
GOVERNMENTAL FUNDS REVENUESBY SOURCE (1)
LAST TEN FISCAL YEARS

Fiscal Licenses Inter- Chargesfor Finesand Gifts and Earningson Total

Year Taxes and Permits governmental Services Forfeits Contributions Investments __Miscellaneous _ Revenue
1993 $ 62,047,767 $ 126,591 $ 86,963,280 $ 7.458,822 $ 740,207 $ 7,142 $ 1,641,277 $ 2,166,474 $ 161,151,560
194 $ 64,262,223 $ 125,148 $ 87,928,765 $ 6,962,013 $ 743.043 $ 2160 $ 2,462,656 $ 2,915,987 $ 1665.423.95
1895 $ 64,480,183 $ 131.185 $ 82,546,176 $ 6,729,933 $ 830.224 $ 14,516 $ 2,856,931 $ 2,500,682 $ 160,089,830
1996 $ 65,759,517 $ 132067 $ 86,831,789 $ 7,138,403 $ 888,913 $ 18.924 $ 2,625,748 $ 1,999,953 $ 165,395,304
1997 $ 66,933,105 $ 138,169 $ 84,802,533 $ 7,742,466 8 A1.739 $ 35,767 $ 3,034,833 $ 3,087,407 $ 166,666,079
1998 $ 68,053,384 $ 1565517 $ 81,101,976 $ 8,064,994 $ 1,304,540 $ 27,318 $ 3,641,214 $ 2,955,113 $ 165,304,056
199 $ 72,797,394 $ 160,899 $ 87,397,946 $ 8,191,021 $ 1,518,384 $ 16,019 $ 4,288,873 $ 2,374,200 $ 176,744,736
2000 $ 74,015,009 $ 149,168 $ 97,755,423 $ 7.890,897 $ 1,664,922 $ 22,308 $ 4,767,469 $ 2,782,276 $ 189,047,472
01 $ 80,757,462 $ 158.961 $ 93,039,230 $ 8,320,044 § 1,770,230 $ 15,170 $ 4,389,846 $ 10,483,606 $ 198,934,599
2002 $ 76,675,400 $ 156,541 $ 99,167,392 $ 9,906,530 § 1,660,585 $ 8,368 $ 2,668,719 $ 11,633,036 $ 201,796,571
Fiscal Licenses Inter- Chargesfor Fines and Gifts and Intereston

Year Taxes and Permits governmental Services Forfeits Contributions Investments Miscellaneous Total

1993 38.5% 0.1% 54.06 4.6h 0.8h 0.06 1.0% 13 100.0%
194 B.8 0.1% B2 4.2 0.4% 0.0% 156 186 100.0%
19%6 40.1% 0.1% 51.7% 4.2 0.86 0.0% 1.9% 1.6% 100.0%
199%6 3.6 0.1% 52 4.3h 0.86 0.0% 1.6 12% 100.0%

1997 40.2% 0.1% 51.% 4. 0.6% 0.0% 1. | 2% 100.0%
1998 4 .0h 0.1% 29.% 4.9% 0.8% 0.0% 2.1% 1 86 100.0%
1999 41.1% 0.1% 49.6% 4. 0.% 0.0% 2.3h 1.3 100.0%
2000 .06 0.1% 51.8% 4.2 0.9% 0.0% 2.5 1.5% 100.0%

201 20.6% 0.1% 46.9% 4.2 0.9 0.0% 2.1% 536 100.0%
2002 B.0% 0.1% 49.1% 4.9% 0.8% 0.0% 1. 5.7 100.0%

(1) Includes the General Fund, Special Revenue Funds, and Capital Projects.

Unaudited
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Table3

ST. LOUIS COUNTY, MINNESOTA
PROPERTY TAX LEVIESAND COLLECTIONS
LAST TEN FISCAL YEARS

PROPERTY TAX LEVY (COUNTY ONLY)

Less Tax Credits Net
Collection Certified and Certain Effective
Year County Levy (1) State Aids (2) Levy
1993 $ 67,546,282 $ 18,929,546 $ 48,616,736
1994 60,754,766 10,514,029 50,240,737
1995 60,754,766 10,383,080 50,371,686
1996 60,754,766 10,234,979 50,519,787
1997 62,148,361 10,171,479 51,976,882
1998 63,510,765 9,593,532 53,917,233
1999 65,630,322 10,500,191 55,130,131
2000 68,686,166 70,175,277 58,510,889
2001 72,408,956 10,410,563 61,998,393
2002 78,875,076 18,201,137 60,673,939
COLLECTIONS
Collection Current Tax Delinquent Total Outstanding
Year Collections(3) Tax Collections Tax Collections Delinguent Taxes
1993 $ 46,878,419 $ 1,461,768 $ 48,340,187 $ 3,847,804
1994 48,419,832 1,374,253 49,794,085 3,969,531
1995 48,803,480 1,452,639 50,256,119 3,508,824
1996 49,036,725 1,316,271 50,352,996 3,551,464
1997 50,413,050 1,360,754 51,773,804 3,386,413
1998 51,803,156 1,202,089 53,005,245 4,249,435
1999 53,599,933 1,970,242 55,570,175 3,661,644
2000 56,746,094 1,624,739 58,370,833 3,611,396
2001 60,233,499 1,560,546 61,794,045 3,685,224
2002 59,169,622 1,484,001 60,653,623 3487511
RATIOS
Current Delinquent Total Outstanding
Tax Collections (3) Tax Collections Tax Collections DelinquentTaxes
Collection as a Percent of as a Percentof as a Percent of as a Percent of
Year Net Levy Net Levy Net Levy Net Levy
1993 96.42% 3.01% 99.43% 7.91%
1994 96.38% 2.74% 99.11% 7.90%
1995 96.89% 2.88% 99.77% 6.97%
1996 97.06% 2.61% 99.67% 7.03%
1997 96.99% 2.62% 99.61% 6.52%
1998 96.08% 2.23% 98.31% 7.88%
1999 97.22% 357% 100.80% 6.64%
2000 96.98% 2.78% 99.76% 6.17%
2001 97.15% 252% 99.67% 5.94%
2002 97.52% 2.45% 99.97% 5.75%

(1) In 1994through 1997 the homestead and agricultural credit aid (HACA)was deducted from the levy before the levy was certified.

In 1993 and prior years, this aid was deducted from the levy after the levy certification. (HACA replaced the homestead credit and
and agricultural aid credit in 1990).

(2) In2002 this amount includes taconite school replacementaid, disparity reduction aid, taconite relief, and other small credits. In 1894
through 1997, this amount includes disparity reduction aid, taconite relief, and other small credits. In 1990 through 1993, this amoun
includes HACA, disparity reduction aid, taconite relief, and other small credits.

(3) Collections include amounts that are not a part of the certified levy.

Unaudited
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Table4

ST. LOUIS COUNTY, MINNESOTA

LASTTEN FISCALYEARS

TAXABLE MARKET VALUE (INCLUDES CAPTURED INCREMENT)

TAXABLE MARKETVALUE AND TAX CAPACITY OF TAXABLE PROPERTY

Collection Property Outside Property Within
Year the City of Duluth the City of Duluth Total
1993 2,462,872,000 $ 1,750,550,500 4,213,422,500
1994 2,592,515,300 1,954,002,100 4,546,517,400
1995 2,802,893,700 2,003,659,200 4,806,552,900
1996 2,981,904,564 2,096,250,700 5,078,155,264
1997 3,201,837,900 2,225,427,350 5,427,265,250
1998 3,430,885,300 2,310,692,030 5,741,577,330
1999 3,709,574,800 2,380,700,800 6,090,275,600
2000 3,986,083,600 2,459,409,500 6,445,493,100
2001 4,295,796,200 2,668,710,800 6,964,507,000
2002 4,661,929,400 2,899,842,100 7,561,771,500
TAXABLE TAX CAPACITY (EXCLUDES CAPTURED INCREMENT)
Collection Property Outside Property Within
Year the City of Duluth the City of Duluth Total
1993 43,550,490 $ 28,628,785 72,179,275
1994 45,692,320 30,687,784 76,380,104
1995 49,206,820 33,315,706 82,522,526
1996 52,344,691 34,805,732 87,150,423
1997 55,548,845 37,140,254 92,689,099
1998 53,483,926 34,810,262 88,294,188
1999 53,465,283 33,272,621 86,737,904
2000 55,590,640 33,666,843 89,257,483
2001 59,844,300 36,602,505 96,446,805
2002 50,933,226 31,276,651 82,209,877
RATIOS
Total Tax Capacity
as a Percent of Percent of Total Tax Capacity
Collection Total Taxable Property Outside Property Within
Year Market Value the Clty of Duluth the City of Duluth
1993 1.71% 60.34% 39.66%
1994 1.68% 59.82% 40.18%
1995 1.72% 59.63% 40.37%
1996 1.72% 60.06% 39.94%
1997 1.71% 59.93% 40.07%
1998 1.54% 60.57% 39.43%
1999 1.42% 61.64% 38.36%
2000 139% 62.28% 37.72%
2001 1.39% 62.05% 37.95%
2002 1.09% 61.96% 38.04%
Unaudited
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ST. LOUIS COUNTY, MINNESOTA
TAX LEVIESAND PROPERTY TAX RATES (1)

Table 5

DIRECT AND OVERLAPPING
LASTTEN FISCALYEARS

TAX LEVIES (2)

(In Dollars)
Cities/Towns
Including
Tax Tax Increment Special School Total
Year Districts Districts Districts County Combined
1993 29,536,666 768,772 37,684,644 50,726,792 1B,716,874
1994 30,423,557 947,303 39,766,456 53,023,791 124,161,107
1995 31,492,754 1,047,256 45,075,285 52,955,665 130,570,960
1996 33,347,763 1,105,749 46,376,479 52,979,021 133,809,012
1997 35,217,798 1,798,882 47,068,888 54,391,144 138,476,712
1998 36,147,311 1,177,255 44,468,246 56,350,560 138,143,372
1999 36,488,118 1,237,589 44572116 58,854,341 141,152,164
2000 37,433,613 1,393,027 43594,119 62,055,566 444,476,325
2001 40,581,329 1,606,102 43,985,373 65,428,585 151,601,389
2002 32,445,016 2,680,209 17,939,154 73,059,586 126,123,965
TAX RATES PER $100 OF TAX CAPACITY

Tax Cities| Special School Total

Year Towns Districts Districts County Combined (1D
1993 25.8227 1.0651 51.8283 70.2789 148.9950
1994 24.9441 1.2403 49.4225 69.4210 145.0279
1995 25.7234 1.2690 519731 64.1712 143.1367
1996 25.8270 1.2678 50.3091 60.7425 138.1464
1997 34.7370 1.7740 46.4260 53.6480 136.5850
1998 37.3368 12160 45,9315 58.2048 142.6891
1999 38.6383 1.3105 47.1987 62.3226 149.4701
2000 38.8014 14373 44.9936 64.0770 149.3093
2001 39.3333 1.5257 41.7828 62.1522 144.7940
2002 37.1476 3.0687 20.5278 83.6489 144.3930

TAX RATES PER $100 OF TAXABLE MARKET VALUE

Tax Cities | Special School Total

Year Towns Districts Districts County Combined (1)
1993 0.7010 0.01a2 0.8944 1.2039 28176
1994 0.6692 0.0208 0.8747 1.1663 2.7309
1995 0.6552 0.0218 0.9378 1.1017 27 165
1996 0.6567 0.0218 0.9133 1.0433 2.6350
1997 0.6489 0.0331 0.8673 1.0022 25515
1998 0.6296 0.0205 0.7745 0.9814 2.4060
1999 0.5991 0.0203 0.7319 0.9664 23177
2000 0.5808 0.0216 06764 0.9628 2.2415
2001 0.5827 0.0231 0.6316 0.9395 2.1768
2002 0.4291 0.0354 0.2372 0.9662 1.6679

(1) These are composite rates, except for the County.
(2) Power lire levies are not included.
Unaudited
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Table 6

ST. LOUIS COUNTY, MINNESOTA
TAX CAPACITY BY PROPERTY TYPE
YEAR ENDED DECEMBER 31,2002

Dollar Percent
Value of Total
Real Estate
Residential S 50,678,678 57.82%
Multiple Dwelling 5,113,557 5.8
Commercial/Industrial 15,319,875 17.48%
Timberlands 1,227,321 1.406
Agricultural 805,561 0.92%
Public Utilities/ Miscellaneous 3,943,551 4.50%
Seasonal Residential Recreational 6,435,840 7.3%%
Seasonal Residential
Recreational-Commercial 412,712 0.4
Total Real Estate $ 83,937,095 5. 760
Personal Property 3,719,755 4.24%
Total Real Estate & Personal Property $ 87,656,850 100.00%

Source: St. Louis County Assessor - 2001 Abstract Payable 2002

Unaudited
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Table 7

ST. LOUIS COUNTY, MINNESOTA
PRINCIPAL TAXPAYERS
YEAR ENDED DECEMBER 31,2002

The ten largest property tax payers in $t. Louis County are as follows:

2002 Taxes Percentage
Taxpayer Paid of Total
Minnesota Power $ 6,238,768 5.20%
Consolidated Papers, Inc. 1,834,974 1.53%
DM&IR Railway 1,483,848 1.24%
Great Lakes Gas Trans Ltd 971,975 0.81%
Northern States Power 940,689 0.78%
Miller Hill Mall Company 902,426 0.75%
DW&P Railroad 840,434 0.70%
USX Corp 713,995 0.60%
Burlington Northern/ Santa Fe Railway 634,693 0.53%
Square Butte Electric Co-op 627,528 0.52%
Total Taxes Paid of
Ten Largest Taxpayers $ 15,189,329 12.66%
Total Taxes Paid of
Other Taxpayers 104,697,657 87.34%
Total Taxes Paid of
All Taxpayers $ 119,886,986 100.00%

Collection of Taconite Production Tax in 2002 {Including Supplemental)

EVTAC $ 4,711,278
Hibbing Taconite 7,827,488
Ispat Inland Mining 3,059,614
Northshore Mining 3,967,289
USX Corporation 18,468,800
Total Taconite Production Tax 38,633,2’@
Add: IRRRB National Steel Payback 3,947,647
Add: Taconite Relief - SL(J]EpIementaI
Provided by State of Minnesota 152,110
Add: Reserved 2,721,470
Total Amount to Distribute $ 44,855,696

Distribution of Taconite Production Tax in 2002 {Including Supplemental)

Counties other than $t. Louis:

Property Tax Credits $ 2,685,562
St. Louis county and its Political Subdivisions:
Property Tax Credits - County Share $ 4,684,114
County General Fund 4,181,383
County Road and Bridge Fund 6,327,076
Property Tax Credit- Cities', Towns' and
School Districts' Share 3,786,872
School Districts 14,482,366
Cities and Towns 8,374,731
Iron Range Resources& Rehabilitation Board 333,592
— 42,170,134
Total Distribution . $ 44,855,696
Unaudited
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Table8

ST. LOUIS COUNTY, MINNESOTA
COMPUTATION OF LEGAL DEBT MARGIN
YEAR ENDED DECEMBER 31,2002

Market Value of Taxable Property $ 7,561,771,500
Debt Limit:

Two Percentof Market Value of Taxable Property (1) $ 151,235,430
Amount of Debt Applicable to Debt Limit:

General Obligation Debt (At Par) $ 34,059,066

Less:

Fund Balance in Debt Service Funds (886,715)

Total Amount of Debt Applicable to Debt Limit 33,172,351
Legal Debt Margin $ 118,063,079

(1) Limiton debt per Minnesota Statutes, Section 475.53, Subdivision 1: "Except as otherwise
provided ... no municipality ... shall incur or be subjectto a debt in excess of tWo percent
of the marketvalue of taxable property in the municipality."

Note:  The amountof debt applicableto the debt limit does not include the 1995 State of Minnesota
Duluth Airport Lease Revenue Bonds Series 1995E as itis a County liability on a
contingency basis only.

Unaudited
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Table9

ST. LOUIS COUNTY, MINNESOTA

COMPUTATION OF DIRECT, OVERLAPPINGAND UNDERLYING DEBT
GENERAL OBLIGATIONAND GENERAL OBLIGATION REVENUE BONDS ONLY

YEAR ENDED DECEMBER 31,2002

Percent
Total Debt FOR Applicable to
Outstanding (1) FiS St. Louis County (2) Amount
Direct Debt
St. Louis County (3) $ 34,059,066 $ 34,059,066 100.00% $ 34,059,066
Overlapping Debt
School District#94 $ 18,580,000 $ 71,395,000 3.98% $ 739,484
School District#381 37,825,000 15.73% 5,949,873
School District#698 12,695,000 95.39% 12,109,760
School District#2142 2,295,000 99.22% 2,277,099
Western Lake Superior Sanitary District 56,987,480 56,987,480 81.91% 46,678,445
Total Overlapping Debt $ 128,382,480 $§ 128,382,480 $ 67,754,661
Underlying Debt
City of Biwabik 5 540,980 $ 128,747,813 100.00% $ 540,980
City of Buhl 215,000 100.00% 215,000
City of Cook 340,000 100.00% 340,000
City of Duluth 67,123,100 100.00% 67,123,100
City of Ely 790,000 100.00% 790,000
City of Eveleth 2,560,489 100.00% 2,560,489
City of Hermantown 7,050,000 100.00% 7,050,000
City of Hibbing 8,750,000 100.00% 8,750,000
City of Hoyt Lakes 640,000 200.00% 640,000
City of Mountain Iron 1,805,000 100.00% 1,805,000
City of Proctor 2,205,000 100.00% 2,205,000
City of Tower 97,000 100.00% 97,000
City of Virginia 36,631,244 100.00% 36,631,244
Town of Canosia 2,623,000 100.00% 2,623,000
Town of Grand Lake 1,176,000 100.00% 1,176,000
Town of Rice Lake 606,475 100.00% 606,475
Town of White 485,000 4,890475 100.00% 485,000
School District#895 3,046,077 117,093,928 100.00% 3,046,077
School District#696 880,000 100.00% 880,000
School District#700 6,520,000 100.00% 6,520,000
School District#701 2,050,000 100.00% 2,050,000
School District#704 14,090,000 100.00% 14,090,000
School District#706 23,155,000 100.00% 23,155,000
School District#709 61,055,000 100.00% 61,055,000
School District#712 4,750,000 100.00% 4,750,000
School District#2154 952,851 100.00% 952,851
School District#2711 595,000 100.00% 595,000
Arrowhead Regional Development Commission 455,388 455,388 100.00% 455,388
Duluth Economic Development Authority 6,074,000 6,074,000 100.00% 6,074,000
Duluth Entertainment and Convention Center 5,945,000 5,945,000 100.00% 5,945,000
Virginia Housing and RedevelopmentAuthority 1,630,000 1,630,000 100.00% 1,630,000
Total Underlying Debt $ 264,836604  $ 264,836,604 $ 264,836,604
Total $ 427,278,150 820,497,234 $ 366,650,331

(1) This figure does not take into account any bond discount.

(2) The percentage reflectsthe portion of the general obligation debt which is secured by taxable real estate located within
the County.

(3) This figure does not include the 1995 State of Minnesota Duluth Airport Lease Revenue Bonds Series 1¢95E of $1,820,000
for which the County is contingently liable. This figure also includes $2,429 of interest on idie funds per the 1998 septic
loan agreement with the Minnesota Department of Agriculture.
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Table 70

ST. LOUIS COUNTY, MINNESOTA
DEBT PAYMENTS
PAST SIX YEARS AND ALL FUTURE YEARS

General Long Term Fund Long Term
Fiscal Bonded Debt (1) Bonded Debt Capital Leases (2)
Year Principal Interest Principal Interest Principal Interest Total
1997 $ 915,000 $ 772,140 $ 1,130,000 S 448,700 $ 372,599 $ 110,605 $ 3,749,044
1998 1,205,000 991,745 1,225,000 326,830 412,009 130,407 4,290,991
1999 1,265,000 933,253 1,585,000 273,320 415,905 107,099 4,579,577
2000 2,075,000 1,043,623 830,000 191,658 450,485 103,952 4,694,718
2001 2,180,000 948,007 870,000 154,228 465,154 89,572 4,706,961
2002 2,935,000 1,437,410 915,000 113,920 487,866 43519 5,932,715
2003 $ 4,048,597 $ 1,350,934 $ $ - $ 176,358 $ 39,078 $ 5,614,967
2004 4,269,158 1,161,168 - 52,827 35,217 5518,370
2005 3,514,378 1,014,191 - 53,900 32,002 4,614,471
2006 3,644,603 898,361 - 57,200 28,613 4,628,777
2007 3,784,499 776,229 - 60,500 25,023 4,646,251
2008 3,066,402 646,377 - 64,900 21,199 3,798,878
2009 7,522,107 535,918 - 68,200 17,037 2,143,262
2010 1,592,350 465,555 - 72,600 12,531 2,143,036
2011 1,687,598 390,782 - 77,000 7,744 2,163,124
2012 1,557,852 316,314 - 82,500 2,640 1,959,306
2013 1,111,522 238,315 - - - 1,349,837
2014 1,160,000 183,000 - - - 1,343,000
2015 1220,000 125,000 - - - 1,345,000
2016 1,280,000 64,000 - - 1,344,000
Total for
2003-2016 $ 33459066 $ 8,166,144 § $ 765,985 $ 221,084 § 42612,279

(1) Does not include the $2,710,000 State of Minnesota Duluth Airport Lease Revenue Bonds Series 1995E for which
St. Louis County is contingently liable. See Table 12for more detail.
(2) See Table 11 for more detail.
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Table 11

ST. LOUIS COUNTY, MINNESOTA
LEASE OBLIGATIONS
PAST SIX YEARS AND ALL FUTUREYEARS

OPERATING LEASE PAYMENTS

Officeand Data

Year Parking Processing

Ended Space Software Communications Vehicies Total
1996 $ 1,369,587 $ 291,072 $ - $ 8,537 $ 1,669,196
1997 1,382,470 468,831 9,251 1,860,552
1998 1,585,150 431,099 9,944 2,026,193
1999 1,585,150 431,099 9,944 2,026,193

2000 1,553,664 639,608 12,263 2,205,535

2002 1,362,999 571,432 15,185 12,830 1,962,496

Future Minimum Lease Payments

2003 $ 769,101 $ 650,760 $ 48,324 $ 13,163 $ 1,481,348
2004 771,489 650, 60 48,324 13,163 1,483,736

2005 773,938 650, 60 48,324 13,163 1,486,185
2006 776,447 650.760 48,324 13,163 1,488,6%4
2007 779,019 650.760 48,324 13,163 1,491,266

Total for

2003-2007 $ 3,869,944 $ 3,253,800 $ 241,620 $ 65,815 $ 7,431,229
CAPITAL LEASE PAYMENTS
Northland Hibbing Office

Year Office Building MaintenanceFacility Equipment

Ended Principal interest Principal interest Principal interest
1997 $ 354,336 $ 89,818 $ - $ 20,582 $ 18,263 $ 205
1998 3*H113 80,707 41,800 49,622 5,096 78
1999 30.118 56,702 39.600 47,425 17,187 2,972
2000 30.118 56,702 40,700 45,257 20,667 1,993
2001 400,953 44,867 42,900 42,999 21,301 1,706
2002 49,722 10,861 46,200 40,593 21,944 1,065
2003 $ 98,571 $ 402 $ 48,400 $ 38,039 $ 29,387 $ 637
2004 50,600 35,189 2,227 28
2005 53,900 32,002
2006 57,200 28,613 -
2007 60,500 25,023 -
2008 64,900 21,199 - -
2009 - 68,200 17,037 - -
2010 - 72,600 12,531 - -
2011 - 77,000 7,744 - -
2012 - 82,500 2,640 - -

Total for

2003-2012 3 98,571 $ 402 $ 635,800 $ 220,017 § 31,614 3 665
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Table 12
ST. LOUIS COUNTY, MINNESOTA

BONDEDDEBT PAYMENT SCHEDULE (1)
PAST EIGHT YEARS AND ALL FUTURE YEARS

General Long Term Bonded Debt

Capital Arrowhead Septic

Fiscal Babbltt Facility (2) Jall Bond (3) EqulpmentNotes (4) Juvenile Center (5) Revenue Notes (8)
Year Princlpal Interest Princlpal Intersst Princlpal Interest Princlpal Interest Princlpal Interest
1995 $ 30,000 $ 84,680 $ 770,000 $ 082113 § 2,035,000 $ 120,085 $ H - $ - $ .
1998 30,000 82,055 785,000 055,923 -
1997 35,000 79,415 830,000 018,557 50,000 74,188 -
1898 40,000 76,300 885,000 579,548 50,000 72,187 -
1999 40,000 72,700 005,000 538,892 60,000 70,118 -
2000 45,000 88,080 845,000 488,358 740,000 171,740 75,000 87,588 -
2001 685,000 32,460 990,000 451,942 765,000 141,030 90,000 64,410 .
2002 8,535,000 405,412 795,000 108,135 100,000 80,495 -
2003 $ $ $ $ H 830,000 $ 73,850 $ 110,000 $ 56,085 $ 5,389 $ 1,188
2004 870,000 37,845 120,000 51,200 10,980 2,215
2005 130,000 45,740 11,180 1,005
2008 140,000 38,895 11,405 1,770
2007 150,000 33,045 11,834 1,540
2008 180,000 25,770 238,187 1,307
2008 170,000 17,770 12,107 1,088
2010 175,000 9,100 12,350 825
2011 - 212,588 577
2012 - - - 12,852 324
2013 - - . - 8,522 -1
2014 . - - . -

2015 - - - - - -

2018 - - - - -

Totalfor
2003-2018 $ - $ - $ $ 1,700,000 $ 111,785 $ 1,155,000 S 278,415 $ 548204 $ 12,875

(1) Does not includs the $2,710,000 State of Minnasota Duluth Airport Lease Revenue Bonds Serles 1988E, T which the County is contingently liable.

(2) GeneralObligation Taxable RevenueRefundingBonds Series1989B for the Babbitt Tirecysio recycling facllity, original Issue of $1,015,000, Interestrates of
85 to 9.5%, ohligation redeemedat June 1,2001.

(3) a) General Ohligation Corractlonal Facllitles Refunding Bond Anticipation Notes Serles 1881for Jall construction, orlginal issue of $2,000,000,
Interest rates Of 4.4%; tax-exempt, legally defeased In 1883 by 3b) below.
b) Jall Revenue Bonds Series1983A, St. Louls County Uniimitad Tax Lease Obllgatlonof the Heusing and Redevelopment Authorlty for jall construction, orlginal
issue of $14,835,000, Interestrates of 4.7 to 4.75%, tax-exempt, legally defeased in 2002 by Jall Refunding Bonds Serles2002B. See footnota (8}.

(4) @) Genaral Obligation Capltal EquipmentNotes Serles 1890, orlglnal Issue of $2,035,000, Interestrate of §.9%, tax-exempt, not callable, legally defeased In1985.
b) General ObllgatlonGapital EqulpmentNotes Serlas 1998, original Issue of $4000000, Interestrate of 4.15% » 4.350% tax-exempt, notcallable

(5) General Obligation Bonds Serles 198§ for expansion of Arrowhead Juvenile Center, orlglnal ISsue of $1,580,000, Interestrates of 4.0 to 5.2%, tax-exempt,
obligatlons may be prepald Inpartorin whole on 12414 3 or any day thereafter.

(0) a) GeneralObllgatlonRevenue Notes (twoseparate Issues)Issued In 1$98 for the septic system Improvementloan programunderthe Agricultural Best Management
Loan Program. Principle amounts $50,000 and $200,000, respectively. Terms require repaymentafter ten years of an amountequalto the princlpal repaldto
date by the Individualborrowers, plus Intereston Idle funds, for the $50,000 Issue. Interestdoes notaccrue on Idlefunds ofthe $200,000 Issue. Afteryear ten,
princlpal amounts are repaid seml-annually.

b) GeneralObiigation Revenue Note Issued In2000. original Issue $340,000, to provide low Interestioans for Best ManagementPractices, Including improvements
to Individual sewage systems. Semi-annual repaymentsbeglnJune 15,2003.

¢) GeneralObllgatlon Revenue Note Issued in 2001, original Issue $200,000, to provide additionalfunds for the septic system Improvementloan program. After tenyears,
repaymentof an amount equal to the principal repaldto date by the borrowers Ifregquired. Interestdoes notacerue on Idlefunds. After year ten, principal amountsare

repaid semi-annually.
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Table12 - continued

ST. LOUIS COUNTY, MINNESOTA
BONDED DEBT PAYMENT SCHEDULE (1)
PAST EIGHTYEARS AND ALL FUTURE YEARS

General Long Term Bonded Debt

Law Enforcement Capital Jali Capital

Flscai Facilities (7) improvementBonds (8) RefundingBonds (8) EquipmentNotes (10)
Year Principal interest Principal interest Princlpai Interest Princlpal interest
1885 $ - $ - $ - $ . § - $ - $ - $ .
1986 - . -
1987 - - -
1998 250,000 203,730 - . -
1888 260,000 251,543 - - -
2000 270,000 238,867 - - -
2001 285,000 225,705 380,282 - - -
2002 285,000 211.455 705,000 651,912 - - -
2003 $ 310,000 $ 186,705 $ 730,000 $ 627,238 § 1,108,224 H 282,312 $ 853,874 $ 113,445
2004 325,000 181,205 700,000 600,856 1,204,224 193,300 971,974 94,445
2005 340,000 164,854 780,000 568,857 1,244,224 157,800 988,974 74,945
2006 360,000 147,955 820,000 535,083 1,264,224 121,300 1,028,974 52,558
2007 375,000 128,855 855,000 500,232 1,334,224 83,500 1,058,641 21,857
2008 385,000 111,205 880,000 463,895 1,382,205 44,200
2009 415,000 91,455 925,000 425,625
2010 440,000 70,705 965,000 384,925
2011 405,000 48,705 1,010,000 341,500
2012 490,000 24,980 1,055,000 281,000 -
2013 1,105,000 238,250 - - - -
2014 - - 1,180,000 183,000 . - - -
2M5 - 1,220,000 125,000 - - - -
2018 1,280,000 64,000 - - - -

Totalfor

2003-201¢ $ 3,915,000 $ 1167,834 $ 13,565,000 $ 5,349,363 $ 7,558325 $ 082,512 $ 5019537 $ 363,350

(7) Law Enforcement Facilities Revenue Bonds Series 1897, St. Louis County Unkmited Tax Lease Obilgation of the Housingand Redevelopment

Authority for acquisition and betterment of law enforcementfachities inthe Hibbingand Virginia County courlhouses, eriginal issue of
$5,275,000, Interest rates 0f4.875 to 8.1%, tax-exempt, obilgatlons may be prepaidin part orinwhole on 124145 or upon 30 days notice thereafter.

(8) General Obligation Capitalimprovement Bonds Series 2001 for capital Improvementspursuant to the CapitalimprovementPlan approved

by the Boardof Commissioners 0n 014841. original Issue of $14,270,000, interest rates of 3.5 to 5.0%, tax exempt, obligations maybe prepaid

Inpartorinwhole 0n 12414 9 or any day Ihereafter.

(B) GeneralObligationJail RefundingBonds Serles 206028 for refunding Jail RevenueBonds Serigs 1993A, original issue of §7,418,000, interest rates
of 3.0to 3.25 %,tax-exempt, obilgations are notsubject to optional redemptionprior to maturity.

(10) General ObligationCapital EquipmentNotes Series2002C for capital equipment purchases pursuantto MN Statutes 373.01 and Chapter 475,

original issue of $5,000,000, Interest rates of 2.0 to 2.65%, tax-exempt, obligations are not subject to optional redemptionprior to maturity.

Unaudited

167



Table 12 - continued
ST. LOUIS COUNTY, MINNESOTA

BONDED DEBT PAYMENT SCHEDULE (1)
PAST EIGHT YEARS AND ALL FUTURE YEARS

Fund Long Term Bonded Debt

Total
Fiscal Solid Waste (11) Nursing Homes (12) Nursing Homes (13) Total Princlpal
Year Principal Interest Principal Interest Princlpal Interest Princlpal Interest and Interest
1995 $ 960,000 $ 533,048 $ 770,000 $ 60,140 $ - $ - $ 4,585,000 H 1,480,046 $ 6,085,046
1986 1,030,000 488,475 35,000 10,075 1,890,080 1,237,528 3,127,528
1887 1,085,000 440,835 35,000 7.765 2,045,060 1,220,840 3,265,840
1988 1,185,000 321,410 40,000 5,420 2,430,000 1,318,575 3,748,575
1989 1,545,000 270,600 40,000 2,720 2,850,000 1,208,573 4,056,573
2000 830,000 181,658 2,805,000 1,235,281 4,140,281
2001 870,000 154,228 3,685,000 1,450,057 5,135,057
2002 2,360,000 68,224 12,790,000 1,526,633 14,316,633
2003 $ - 1 $ $ $ 85,000 $ 22,844 $ 4,133,597 $ 1,373,778 $ 5,507,375
2004 95,000 15,725 4,364,158 1,176,883 5,541,051
2005 - 100,000 12,875 3,614,378 1,027,066 4,641,444
2006 - 105,000 9,675 3,749,603 808,236 4;657,838
2007 . 105,000 6,725 3,888,488 782,854 4,672,453
2008 - 110,000 3,575 3,176,402 648,852 3,826,354
2008 - 1,522,107 535,918 2,058,025
2010 . - - 1,592,350 465,555 2,057,905
2011 - - . - 1,687,598 380,782 2,078,380
2012 - - - - 1,557,852 316,314 1,874,166
2013 - - - - 1,411,522 238,315 1,349,637
2014 - - - 1,160,000 183,000 1,343,000
2015 - - - 1,220,000 125,000 1,345,000
2016 - - - 1,280,000 84,000 1,344,000
Totalfor
2003-2016 $ 1 $ - $ $ 600,000 $ 71,618 $ 34,058,066 $ 8,237,763 $ 42,208,820

(11) a) GeneralObllgationSolld Waste Bonds Serles 1988 for closure costs and transfer statlon construction, orlginal Issue of 13,510,000, Interestrates of 8.4 to 7.1%, tax-exempt,

partially refundedby Full Crossover Advance RefundingBonds Series 1983A, legally defeased on 12-01-87 crossover date.

b) General Obligation Solld Waste Bonds Series1988E for closure costs and transfer statlon construction, orlginal Issue of $1,310,000, Interest rates of 53 to 6.84. tax-exempt,
partlally refundedby Full Crossover Advance RefundingBonds Serles 1993A, legally defeased on 12-01-87 crossover date.

¢) General ObllgationSotd Waste Bonds Serles19981 for transfer statlon constructlon, orlglnal Issue of $1,255,000, Interestrates of 4.0 to 6.25%, tax-exempt, obligations may
be prepald i part or Inwhole on12-01-99 or any Interest date thereafter. Galled for redemptlonand prepaymentin1988.

d) GeneralOblgation Solid Waste Bonds Series1893B for tandfill construction, orlglnal Issue of §5,535,000, interest rates of of 3.0 to §.0%, tax-exempt, obligatlons may be
prepaldinpart or Inwhole on 12-01-00 or any Interest datethereafter. Calledfor redemptlonand prepaymentin2002.

€) GeneralObllgatlonFuli Crossover Advance Refunding Bonds 8erlas 1993A for partial refunding of 7a) and 7k) above, orlglnal Issue of 12,620,000, Interestrates of 4.0 to 4.8%,
tax exempt, obligations may be prepaid Inpart or Inwhole on 12-01-00or any date thereafter. Calledfor redemptlonand prepaymentin 2002.

(12) a) GeneralObllgationNursing Home Revenue Refunding Bonds Series 198#€ for hrls Jensen Nursing Home, orlginal Issue of $2,665000, Interest rates of 8.2 to 8.5%, tax-exempt,
legally defeased In1993.
b) GeneralObllgatlon Nursing Home RevenueBondsfor Nepeming Nursing Homebullding Improvements, orlglnal Issue of $305000, Interestrates of 64 to 6.8%. tax-exempt,

obllgatlonsmay be prepaldin partor in whole on12-01-87 or any Interestdate thereafter. Pald at maturity In1998.

(13) General ObllgationNursing Home Bonds Series 2002A for Capital Improvementat Chris Jensen Nursing Home, orlglnal Issue of $69,000, Interest rates of 30 to 3.25%, tax-exempt
obligations are not subject to optional redemption prior to maturity.
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Table 13

ST. LOUIS COUNTY, MINNESOTA
GENERAL OBLIGATION REVENUE BOND COVERAGE
LAST TEN FISCALYEARS

(IN DOLLARS)

NOPEMING ENTERPRISEFUND BOND

Direct Net Revenue

Fiscal Gross Operating Available for Debt Service Requirements

Year Revenue (1) Expenses(2) Debt Service Principal Interest Total Coverage
1993 9,834,384 9,230,250 604,134 25,000 15,643 40,643 14.86
1994 9,185,561 9,222,118 (36,557) 30,000 14,005 44,005 0.00
1995 8,579,481 9,287,194 (707,713) 30,000 12,040 42,040 0.00
1996 8,584,190 8,481,473 102,717 35,000 10,075 45,075 2.28
1997 8,990,190 8,259,589 730,601 35,000 7,765 42,765 17.08
1998 8,257,726 8,113,778 143,948 40,000 5,420 45,420 317
1999 8,178,437 8,238,441 (60,004) 40,000 2,720 42,720 0.00
2000 8,924,350 8,620,001 304,349 - -
2001 9,324,091 9,341,075 (16,984) - - - -
2002 5,300,942 6,482,416 (1,181,474) - - - -

SOLID WASTE MANAGEMENT ENTERPRISE FUND BOND
Direct Net Revenue

Fiscal Gross Operating Available for Debt Service Requirements

Year Revenue (1Y) Expenses(2) DebtService Principal Interest Total Coverage
1993 7,899,444 4,298,988 3,600,456 300,000 415,153 715,153 5.03
1994 8,215,055 6,879,141 1,335,914 800,000 833,540 1,633,540 0.82
1995 7,789,463 4,461,530 3,327,933 990,000 663,133 1,653,133 2,01
1996 7,312,885 3,105,205 4,207,680 1,030,000 619,561 1,649,561 255
1997 7,425,438 3,545,369 3,880,069 3,935,000 571,020 4,506,020 0.86
1998 7,538,512 3,998,263 3,540,249 1,185,000 321,410 1,506,410 2.35
1999 8,138,417 3,941,894 4,196,523 1,545,000 270,599 1,815,599 231
2000 7,708,494 4,911,577 2,796,917 830,000 191,658 1,021,658 2.74
2001 6,298,695 4,452,150 1,846,545 870,000 154,228 1,024,228 1.80
2002 6,167,104 4,843,690 1,323,414 2,327,736 89,224 2,416,960 0.55 (3)

(1) Includes operating and non-operating revenue.
(2) Excludes depreciation, interest expense on debt, and amortization df bond discount.
(3) Total bonds outstanding paid off in 2002.
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Table 14

ST. LOUIS COUNTY, MINNESOTA
BONDED DEBTAS A PERCENT OF MARKET VALUE AND
BONDED DEBT PER CAPITA
LASTTEN FISCAL YEARS

Bonded Debt Bonded

Fiscal Bonded Market As a Percent of Debt
Year Debt(1) Value (2) Market Value Population per Capita
1993 $ 36,840,000 $ 4,213,422,500 0.8/% 198,249 185.83
194 31,240,000 4,546,517,400 0.69% 198,866 157.09
1995 28,225,000 4,806,552,900 0.5M% 198,879 141.92
1996 26,335,00@3) 5,078,155,264 0.52% 199,103 132.27
1997 26,725,00Q3) 5,427,265,250 0.49% 199,454 133.9
1908 24,512,90Q3) 5,730,753,400 0.43% 199,454 1290
199 25,669,90Q3) 6,090,275,600 0-42% 199,080 128.94
2000 22,738,0153) 6,445,493,100 0.3 200,528 113.39
201 33,676,073) 6,964,507,000 0.48% 199,999 168.38
2002 34,059,066(3) 7,561,771,500 0.45% 199,999 170.30

(DAl bonded debt, including fund debt, is general obligation, which can be paid from property taxes.
(@Includes captured increment.
(3Excludes 1995 State of Minnesota Duluth Airport Lease Revenue Bonds Series 1995E.
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Table 75

ST. LOUIS COUNTY, MINNESOTA
DEBT SERVICE EXPENDITURES
FOR GENERAL OBLIGATION BONDED DEBT (1)
LASTTEN FISCAL YEARS

Debt Service
Expenditures

Total Total As a Percent of
Debt Service General General

Year Principal Interest Expenditures Expenditures (2) Expenditures
1993 $ 5,825,000 $ 654,867 $ 6,479,867 $ 160,203,803 4.04%
1994 4,095,000 (3) 1,310,943 5,405,943 159,572,198 3.39%
1995 2,835,000 896,858 3,731,858 156,351,816 2.39%
1996 825,000 812,145 1,637,145 161,996,820 101%
1997 915,000 946,566 1,861,566 156,984,686 1.19%
1998 1,272,175 1,015,992 2,288,167 158,638,175 1.44%
1999 1,265,000 933,253 2,198,253 170,595,215 1.29%
2000 2,075,000 1,043,622 3,118,622 184,271,497 1.69%
2001 2,815,000 (4) 1,295,830 4,110,830 191,467,900 2.15%
2002 10,438,406 (5) 1,437,409 11,875,815 195,106,575 6.09%

(1 Does not include bonds that are paid from Enterprise Funds. See Table 13.

(2) Includes the General Fund and Special Revenue Funds.

(3) $2,000,000 of this figure was financed by a refundingissue.

(4) $685,000 of this figure was to pay off 1989 Series B Babbitt Recycling Facility Refunding Bond.

(5) $8,535,000 df this figure was to pay Off Jail Revenue Bonds (St Louis County Unlimited
Tax Lease Obligations).

IDebt Expenditures as a Percent of General Expenditures!

Percent

1993 1994 . 1995 1996 1997 1998 1999 2000 2001 2002
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Table 16

ST. LOUIS COUNTY, MINNESOTA
GENERAL FUND BALANCE
COMPARED TO TOTAL CURRENT EXPENDITURES
LAST TEN FISCAL YEARS

Total Fund Balance Total Reserved Total Designated Total Unreserved Undeslgnated
Total General Balanceas a General Balanceas a General Balanceas a General Balanceas a
Fkcal Current Fund Percentof Fund Percentaof Fund Percent of Fund Percentof

_Year  Expenditures {1) Balance Expendltures Balance Expendltures Balance Expendltures Balance Expenditures
1993 $ 14244569 $ 10222952 7.18% $ 2,084,664 1.46% $ 0.00% S 0,136,200 5.71%
1994 146,080,004 13228013 8.93% 1,699,853 1.15% 1,684,740 114% 9,843,320 6.65%
1995 141,864,687 16.161.680 11.38% 2,766,559 1.95% 4,868,941 343% 8,526,180 6.01%
1896 142,847,929 16,657,997 11.66% 2,595,930 1.82% 9,644,682 6.75% 4,417,385 3.09%
1997 142,520,559 18,865,905 13.24% 3,045,922 214% 10,688,555 7.50% 5,131,428 3.60%
1998 149,051,153 21,835,436 14.65% 2,917,597 1.96% 16,924,894 10.68% 2,992,945 2.01%
1999 159,814,293 25,084,912 15.70% 3878474 2.43% 20,559,482 12.86% 646.956 0.40%
2000 166,900,758 28,911,273 17.32% 4,382,632 2.63% 22,368,907 13.40% 2,159,734 1.29%
2001 174,539,928 29,675,372 17.00% 3,109,111 1.78% 26,177,669 15.00% 388.592 0.22%
2002 161,581,550 29,433,396 18.22% 3,427,822 212% 26,005,574 16.09% 0.00%

(1) Road capital constructionexpwdilures are excluded intergovernmental public safety expenditures are included.

General Fund Balance as a Percentof Current Expenditures

Percent

1993 194 1995 1996 1997 1908 1999 2000 2001 2002

| ®Reserved HDesignate W Total
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Table 17

ST. LOUIS COUNTY, MINNESOTA
COMPENSATEDABSENCES AND FUND BALANCE RESERVED FOR HEALTHAND WELFARE
YEAR ENDED DECEMBER 31,2002

COMPENSATEDABSENCES
Liability of
General
Liability of Liabitity of Long-Term Financial
Governmental Proprietary Debt Account Statement
Funds Funds Group (1} Notes Total Hours
Vacation
Shortterm (2) $ 874,268 $ 95,094 $ - $ - $ 969,362
Longterm 677,378 5,238,615 5,915,993
Total Vacation $ 874,268 $ 772,472 $ 5238615 $ - $ 6885355 303,997
Sick Leave
Vested (3) $ - $ 1,140,962 $ 9,282,128 $ - $ 10,423,090
Vesting (4) - 895,787 18,433,523 19,329,310
Non-vesting (5) - 9,930,012 9,930,012
Total Sick Leave $ - $ 2,036,749 $ 27,715,651 $ 9,030,012 $ 39682412 1,767,074
Total Compensated
Absences Payable $ 874,268 $ 2,809,221 $ 32,954,266 $ 9,930,012 $ 46,567,767 2,071,071

(1) The entire amount of the General Long Term Debt Account Group liability for vested sick leave is supported by fund balances
designated for that purpose in the following funds: General Fund $3,378,583 and Special Revenue Funds $5,903,545. Three ninths
of the General Long Term Debt Account Group liabilityfor vesting sick leave is supported by fund balances designatedfor that
purpose inthe following funds: General Fund $2,802,367 and Special Revenue Fund$3,342,140. These amounts are also shown
as assets inthe General Long Term Debt Account Group.

(2) Cash value of vacation expectedto be paid within an eight-week period of the end of the fiscal year.

(3) Cash value of accrued sick leave balances belongingto employeeseligible to retire at the end of the fiscal year and receive an
immediate PERA pension.

(4) Cash value of the portion of sick leave balances belongingto those employees expectedto retire from St. Louis County, but not
eligible for retirement at the end of the fiscal year. This estimate was arrived at using the termination payment method prescribed
by GASB 16.

(5) Cashvalue of the portion of sick leave balances belonging to employees not expectedto retire from St. Louis County. These amounts
are nota liability and thus are listed only in the Financial Statement Notes. This amount B arrived at by subtractingitems (3) and (4)
above from the total sick leave balance for all employees.
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Table 18

ST. LOUIS COUNTY, MINNESOTA

AUTHORIZED FULL-TIME EQUIVALENT POSITIONS BY FUND

LASTTEN YEARS
Road and Social Forfeited Internal
Fiscal General Bridge Services Tax Enterprise Service
Year Fund Fund Fund Funds Funds Funds Total
1993 636.45 385.10 564.50 45.00 471.35 116.30 2,218.70
1994 709.80 335.00 570.00 50.00 489.61 110.68 2,265.09
1995 742.03 335.00 572.00 55.00 51411 109.18 2,327.32
1996 749.70 336.00 552.50 55.00 494.76 110.18 2,298.14
1997 771.65 337.00 542.00 57.00 495.80 107.68 2,311.13
1998 790.15 342.00 531.70 57.00 475.88 112.68 2,309.41
1999 796.75 342.00 538.10 59.00 447.30 114.68 2,297.83
2000 796.25 343.00 523.20 59.00 41767 114.68 2,253.80
2001 799.45 343.00 524.70 59.00 459.63 58.50 2,244.28
2002 802.45 343.00 526.70 59.00 472.77 59.78 2,263.70
Unaudited
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Table 19

ST. LOUIS COUNTY, MINNESOTA
LABOR CONTRACT AGREEMENTS
YEAR ENDED DECEMBER 31,2002

Contract
Expiration
Date (1)

Number of

Employees
Bargaining Unit Represented
Civil Service Basic 974
Emergency Communication Specialists 43
Corrections Counselors 5
Health Care Basic 328
Health Care Supervisors 13
Civil Service Supervisors 122
Merit System Supervisors 39
Civil Service Confidential 21
Teamsters 221
Merit System Basic 199
Jail Corrections Officers 62
Deputy Sheriffs Association 90
Sheriff Supervisory 1"
(1) This contractwas settled March 2003.
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12/31/03
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6/30/2003
6/3012003
12/31/03
12/31/03
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Table 20

ST. LOUIS COUNTY, MINNESOTA
INSURANCE COVERAGE

YEAR ENDED DECEMBER 31,2002

Coverage
Type of Insurance Insurer Deductible Limit Purpose
Boiler & Machinery Otis-Magie Gustafson $ 5,000 $ 2,500,000 Property damage
Travelers
CommercialProperty Otis-Magie Gustafson 50.000 181,914,000 Blanket - Building& Business Personal Property
Travelers 50,000 500,000 Businessincome Including Extra Expense
50,000 250,000 Personal Property at Undescribed Premises
50.000 10,000,000 Flood Limit
50,000 10,000,000 Earthquake
72 hour 1,000,000 Off-PremisesServices
1,000 50,000 Crime - Forgery or Alteration
1,000 60,000 Crime - Money & Securities:
Premises Coverage $50,000; Messenger$10,000
1,000 1,769,000 Computers
5,000 2,000,000 General Liability
Radio &Television Tower (ObservationRoad)
50,000 3,000,000 Newly Acquired Property& Premise
50,000 1,755,000 Other Additional Coverages& Coverage Extensions
Volunteer services CIMA Companies, Inc. 25,000 Excess accident medical coverage
Lie Insurance Co of NorthAmerica 2,500 Accidental death and dismemberment
Employers Insurance of Wausau 1,000,000 Volunteers-personal injury and property damage
Inland Marine Otis-Magle Gustafson 5,000 205,000 Broadcasting Towers &Antenna
Fireman's Fund 5,000 691,000 Building/Tower/Transmitting Equipment (observation Road)
Vehicles In Buildings Otis-Magie Gustafson 20,000 4,000,000 Commercial Property~ Amended Contents
AlIG - Lexington Flood& Earthquake
Surety bonds Otis-Magie Gustafson 500,000 CountyAuditor
Tri State 100,000 Other persons-$100,000 per Individual
Number of employees covered:
Arrowhead Regional Corrections 31
Attorney 39
Auditor 79
Court Administrator 40
Court Reporter 6
Health Department 36
Land Department 31
Management Information Services 9
Mine Inspector 4
Planning Department 4
Property Management 3
PublicWorks 8
Purchasing Department 8
County Recorder 3
Sheriff 48
Social Services 5
Solid Waste 39
Surveyor 2
Administration 4
Number of others covered:
Commissioners 7
Solid Waste ResaleAgent 2
Medical/dental insurance Self insurance Administered by Blue Cross/Blue Shield
for employees
Workers' compensation Selfinsurance Workers' Compensation ReinsuranceAssociation
for claims greaterthan $1,400,000
Personal injury and Self insurance
property damage
Motorvehictes and authorized  Self insurance 18,239,737
portable equipment
Otis-Magie Gustafson 20,000 14,111,302 Contractors/miscellaneous equipment floater
Fireman's Fund
Unaudited
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Table 21

ST. LOUIS COUNTY, MINNESOTA
DEMOGRAPHIC STATISTICS

LASTTEN YEARS

Median

Year Age (3) Population (4)
1993 357 198,249
194 >H.7 198,866
1995 .7 198,879
1996 >H.7 199,103
1997 .7 199,454
1998 .7 199,454
1999 H.7 199,080
2000 39.0 200,528
2001 Not Available 199,999
2002 NotAvailable Not Available

(3) US Census Bureau.
(4) Minnesota State Planning Office, Office of State Demographer

(5) Minnesota Department of Children, Families, & Learning.

Per Capita
K - 12 School Personal
Enrollment(5) Income (6)
33,367 18,718
33,186 19,670
32,911 21,304
32,657 22,517
32,501 23,091
31,664 24,580
30,820 25,212
30,313 26,768
29,060 Not Available
28,776 NotAvailable

(6) US Departmentdf Commerce, Bureau of Economic Analysis

Amounts are the most up-to-date revisions available.
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Fiscal
Year

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

(1) As of 1995, residential additions, alterations and conversions statistics are not available.
However, previous years include those categories in both residential units and residential value.

Table 22

ST. LOUIS COUNTY, MINNESOTA

RESIDENTIAL CONSTRUCTION STATISTICS

LAST TEN YEARS

Residential
Units (1)

1,599 $
1646 |
453
442
703
818
756
581
560
not available

Source: U. S. Department of Commerce, Bureau of Census.
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Residential
Value (1)

38,086,739
37,521,002
42,722,981
47,129,475
66,886,593
51,018,840
74,694,659
54,705,063
61,899,854
not available




Table 23

ST. LOUIS COUNTY, MINNESOTA
LABOR STATISTICS
LAST TEN FISCAL YEARS

COUNTY LABOR STATISTICS State National
Average Average
Annual Average Unemployment Unemployment Unemployment

Year Labor Force Employment Unemployment Rate Rate Rate
1993 97,124 89,569 7,555 7.8% 51% 6.8%
1994 100,062 93,655 6,408 6.4% 4.0% 6.1%
1995 100,583 94,883 5,700 57% 3.7% 5.6%
1996 100,117 94,389 5,728 57% 4.0% 54%
1997 100,567 95,590 4976 4.9% 33% 4.9%
1998 102,485 98,556 3,929 3.8% 25% 45%
1999 101,828 97,713 4,116 4.0% 28% 4.2%
2000 103,110 98,512 4,598 4.5% 33% 4.0%
2001 105,485 99,712 5774 55% 37% 4.8%
2002 108,883 103,600 5,282 4% 44% 5.8%

Source: Minnesota Department of Economic Security
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Table 24

ST. LOUIS COUNTY, MINNESOTA
LAND STATISTICAL DATA
YEAR ENDED DECEMBER 31,2002

AREA
Square
Miles Acres
Land 6,154.00 3,938,560
Water 583.62 373,516
Total Area 6,737.62 4,312,076
LAND OWNERSHIP
Acres Percentaae
Public Ownership
Federal Entitlement Lands
Bureau of Land Management 262 0-01%
Forest Service 468,000 11.83%
National Park Service 121,864 3.0%
Total Federal Entitlement Lands 590,126 14.98%
State Lands
Department of Natural Resources 574,394 14.53%
Department of Transportation 12,006 0.30%
Total State Lands 586,400 14.88%
State Tax-Forfeited Lands
Estimated 897.972 22.81%
Total Public Ownership 2,074,498 52.67%
Private Ownership / Other 1,864,062 47 .33%
Total Land Ownership 3,938,560 100.00%
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Table 25

ST. LOUIS COUNTY ,MINNESOTA
MISCELLANEOUS COUNTY STATISTICS
YEAR ENDED DECEMBER 31,2002

ROAD STATISTICS
Miles Within Miles Within
Munlclpalites Municlpalites
Over 5,000 Under 5,000 Nonmuniclpal Total
Road Type Population Population Miles Miles
Interstate trunk 11.630 1.066 3323 16.019
U. S. trunk 35.276 16.833 167.809 219.918
Minnesota trunk 59.628 14418 227.012 301.058
County state aid 115.560 82522 1,378.880 1,576,962
Municipal state aid 169.539 0.000 0.000 169.539
County 47.383 52.736 1518776 1,618.895
Township 0.860 0.000 789.742 790.602
Unorganizedtownship 0.000 0.000 133.267 133.267
Nationalforest development 0.000 17.725 121.269 138.994
Indian reservation 0.000 0.000 1.196 1.196
State forest 0.000 0.000 98.030 98.030
State park 0.000 0.000 4.540 4.540
Municipal streets 584.602 183.068 0.000 767.670
Total 1024478 368.368 4,443.844 5,836.690

BRIDGE STATISTICS

Number of
Bridge Type Bridges
Concrete structures 65
Steel beam structures 196
Steel truss structures 26
Timber structures 40
Culverts with spans greater than ten feet 277
Total 604

Source: St. Louis County Public Works Department
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Table 26
ST. LOUIS COUNTY, MINNESOTA

REGISTEREDVOTERS
LAST TEN ELECTIONS

PRIMARY ELECTIONS

Total
Registered Percentage

Date \Voters \Voting
September 9, 1986 134,330 42%
September 13, 1988 128,413 23%
September 11, 1990 128,300 39%
September 15, 1992 128,981 29%
September 13, 1994 127,624 37%
September 10, 1996 125,959 24%
September 15,1998 120,229 39%
September 12,2000 119,213 33%
September 10,2002 123,657 30%
* September 24,2002 54,675 18%

* Special County Board Election for Districts4, 5, 6

GENERAL ELECTIONS

Total
Registered Percentage

Date \Voters Voting
November 6,1984 152,260 75%
November 4,1986 137,492 59%
November 8,1988 142,825 73%
November 6,1990 134,668 63%
November 3,1992 146,833 75%
November 8,1994 134,702 63%
November 5,1996 127,905 79%
November 3,1998 121,640 73%
November 7,2000 122,476 89%
November 5,2002 124,653 78%

Source: St. Louis County Auditor's Office
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